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M5. RCSS: Well, ny name is
Anne Ross. |'mgeneral counsel with the
Public Uilities Comm ssion. The Comm ssion
has asked me just to preside today over the

deposition. Just let nme go over a few of

our -- the scheduling and ground rule.
The schedule wll be that
we'll run this in four sessions. At this

poi nt, we have a 9:00 to 10:45 session, with
a break for about 15 minutes; and then we'll
have an 11: 00 to 12:45 session, with an hour
for lunch. Then we'll cone back at 1:45 and
run to 3:30, and then we'l|l have a 15-m nute
break, and we'll run from3:45 to 5:30. And
if we're running ahead of schedule, 'l --
we may vary that schedule slightly.

The deposition today is open
to parties and their counsel. So the next
thing that 1'd like to do is go around the
room and have you i ntroduce yoursel ves.
Speak clearly for our court reporter and
i ndi cate what party you're representing or
affiliated with. And we can begin at the

head of the table and then run this way.

SUSAN J. ROBIDAS, N H LCR/ RPR
(603) 622- 0068 shortrptr @oncast. net




© 00 ~N oo o b~ w N P

NN NN R R R R R R R R R R
A W N P O © 0 ~N O O M W N B O

GARY LONG - 9/16/13

M5. GOLDWASSER: My nane is
Rachel Col dwasser. |I'mfromthe |aw firm of
Or & Reno, and |I'm here on behal f of
Tr ansCanada.

MR. PATCH. Doug Patch, Or &
Reno, on behal f of TransCanada.

MR. HACHEY: M ke Hachey, and
I work for TransCanada Power.

M5. O DEA: Erin O Dea,
counsel for TransCanada.

MR. KAPALA: Good norni ng.
I''m Cl eve Kapala from TransCanada.

MS. FRIGNOCA: 1vy Frignoca,
Conservati on Law Foundati on.

MR. PERESS: Jonat han Peress,
Conservati on Law Foundati on.

MR, CHUNG Eric Chung, with
PSNH.

M5. TILLOTSON:  Lynn
Till otson, PSNH

MS. TEBBETTS: Heat her
Tebbetts of PSNH.

MR. FABI SH: Zack Fabi sh,
Sierra C ub.
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MR. ALLMENDI NGER: Jim
Al | mendi nger, Sierra C ub.

MS. CORKERY: Cat heri ne
Cor kery, New Hanpshire Sierra d ub.

M5. CHAMBERLI N Susan
Chanberlin, Ofice of the Consuner Advocate.

MR. SHEEHAN: M ke Sheehan,
New Hanpshire PUC.

M5. AM DON:  Suzanne Am don,
New Hanpshire PUC.

MR. MJULLEN: Steve Mill en, New
Hampshi re PUC.

MR. BERSAK: |' m Robert
Bersak, Associate General Counsel for Public
Servi ce Conpany of New Hanpshire.

MR. NEEDLEMAN:  And |'m Barry
Needl eman, McLane, Graf, Raul erson &
M ddl et on, representi ng PSNH.

MS. ROSS: Al right. As we
di scussed, we have a few basic ground rules.
Confidentiality is the first issue | wanted
to touch on. Are there any parties in this
room who have not signed a non-discl osure

agreenent w th PSNH?

SUSAN J. ROBIDAS, N H LCR/ RPR
(603) 622- 0068 shortrptr @oncast. net




© 00 ~N oo o b~ w N P

NN NN R R R R R R R R R R
A W N P O © 0 ~N O O M W N B O

GARY LONG - 9/16/13

MR, FABISH We're working on
it right now There are a |ot of blanks to
be filled out.

MS5. ROSS: Ckay. Before we
hit any confidential materials, that would
need to be finalized, or else you would not
be able to sit through the discussion. So...

MR BERSAK: Do you want
the --

(Court Reporter interjects.)

MR. PATCH. Well, counsel for
TransCanada si gned a non-di scl osure
agreenent .

MS. RGOSS: Ckay.

M5. GOLDWASSER: And | believe
t he non-di scl osure agreenent i ndicates
that -- and we could check -- subject to
check, that it is for the party, not just for
t he i ndi vidual counsel.

M5. ROSS: Gkay. And M.
Bersak, is --

MR, BERSAK: |'mtrying to
remenber procedure. | haven't been the one

noni toring, but --

SUSAN J. ROBIDAS, N H LCR/ RPR
(603) 622- 0068 shortrptr @oncast. net




© 00 ~N oo o b~ w N P

NN NN R R R R R R R R R R
A W N P O © 0 ~N O O M W N B O

GARY LONG - 9/16/13

10

(Court Reporter interjects.)

MR BERSAK: |'msorry. |
t hi nk we' ve been havi ng anybody who has
access to confidential materials sign one of
t he non-di scl osure agreenents. That's been
the practice that we've had up to now. So
we've got themavailable if people want to
si gn.

M5. ROSS: You want to give
out a few copies now and we'l | get started,
and hopefully we won't --

MR. BERSAK: |'Ill have Heat her
do that.

MS. RCSS: Gkay. Thank you.

MS. TEBBETTS: \Who needs t henf

M5. ROSS: Anyone who hasn't
si gned one probably shoul d.

MS. TEBBETTS: Is there
anybody here who hasn't signed one, other
t han Zack?

MR. PATCH. Well, counsel for
TransCanada signed it, so --

M5. ROSS: |Is that adequat e,

M. Bersak, or do you need additiona
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signatures from TransCanada?

MR. BERSAK: That's fine.

M5. ROSS: kay.

MR FABISH So if | have
signed on behalf of Sierra Club, is that
okay?

MR. BERSAK: As |ong as
everybody's aware of the requirenents and the
terms of the NDA, that'll be fine.

MS. ROSS: And obviously, we
haven't invited press to this. This is not a
public hearing. The Conm ssion is not
conducting this at the Comm ssion offices for
that reason. |It's a private deposition. So
I woul d appreciate people not running out
| ater and having chats with the press about
the contents. |1'd appreciate it.

All right. Let's get started.
The first segnent will begin with swearing in
the witness, and the first questioner is
Attorney Doug Patch, on behal f of

Tr ansCanada.
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GARY LONG, being first duly sworn by

the Court Reporter, deposes and states as

foll ows:
EXAM NATI ON
BY MR PATCH:
Good nor ni ng.
Good nor ni ng.
I*'mgoing to ask you sonme questions. |If you

> O

> O >» O »

don't understand the question, please ask ne
to repeat it or rephrase it, and |I'd be happy
to do so. Does that sound fair?

Yes.

Pl ease state your nane for the record.

Gary Long.

And your current position?

Presi dent, New Hanpshi re Renewabl e Ener gy
Pol i cy Devel opment.

And your educati onal background?
Under gr aduat e degree, bachel or of science in
el ectrical engineering from New Mexico State
Uni versity, nmaster of science in electrical
engi neering from Northeastern University.

(D scussion off the record.)

BY MR PATCH

SUSAN J. ROBIDAS, N H LCR/ RPR
(603) 622- 0068 shortrptr @oncast. net




© 00 ~N oo o b~ w N P

NN NN R R R R R R R R R R
A W N P O © 0 ~N O O M W N B O

GARY LONG - 9/16/13

> O >» O

> O >» O

13

And how | ong have you been enpl oyed by PSNH?
Over 37 years.

And what positions did you hol d?

Several. The entry-level position was

assi stant engi neer, and the | ast position
held with Public Service Conpany was
president and chief operating officer.

And for how long did you hold that position?
Around 13 years.

From when to when, roughly?

Roughly, July 1st, 2000, to August 1st of
this year.

And coul d you descri be your responsibilities
as president of PSNH.

Ceneral managenent responsibilities,
functions directly under ny supervi sion,
changed several tines over the course of that
13 years.

Did those responsibilities include being
conversant in what was happening in financial
mar ket s and spot price nmarkets?

We have a chief financial officer at
Northeast Utilities that provided services to

PSNH and other NU affiliates. So | would say

SUSAN J. ROBIDAS, N H LCR/ RPR
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their focus was to provide services to us in
t hat ar ea.

So | guess the answer is no, your
responsibilities did not include that?

Wl |, you asked about financial, and then you
said spot markets. |'mnot sure which spot
mar kets you're tal king about. Lots of spot
mar ket s out there.

Ckay. Electricity? Price of electricity.

| had sonme famliarity. | don't track it day
t o day.

How frequently would you track --

As needed.

So in the tine frane, say summer of '08 to
spring of '09, how frequently would you have
tracked it?

There was no schedule. It was not a daily
occurrence. | did not nmanage the daily

bi ddi ng, for instance, of power generation,
nor did | participate in daily markets. So
it's -- it was as needed.

Did your responsibilities as president of
PSNH i ncl ude pronoti ng, opposing or

i nfl uencing | egi slation?

SUSAN J. ROBIDAS, N H LCR/ RPR
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Yes.

Whio within PSNH reported to you as president?
Basically all enployees of PSNH?

No.

No?

No, not all enpl oyees.

Ckay. Could you descri be who?

Well, as | said, it changes fromtine to
tinme.

Let's talk about '08-'09, in that tinme frane.
Again, it may have changed during that tine
frame. GCenerally speaking, generation
reported to ne; what we call customer
operations, which is the operation of
electrical system reported to ne; sonething
we call energy delivery, which is

predom nantly engi neering, reported to ne;
other functions -- many ot her functions
reported up through our service conpany,

call ed Northeast Utilities Service Conpany.
So what portions of PSNH did not report to
you?

The regul atory m ght be one exanple. | don't

remenber whi ch enpl oyees m ght have been

SUSAN J. ROBIDAS, N H LCR/ RPR
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call ed PSNH and whi ch may have been call ed
Nort heast Utilities Service Conmpany

enpl oyees. But there were -- PSNH enpl oyees
coul d have been custoner service enpl oyees,
but they didn't report to ne. Meter readers
at various tinmes did not report to ne; they
woul d have been PSNH enpl oyees.

So, for exanple, Bill Snmagula, did he report
to you?

Yes.

And Lynn Tillotson, did she report to you?
Not directly. Neither did Bill report to ne
directly during that tine period.

So they reported to sonebody el se who
reported to you?

Yes.

John MacDonal d?

Yes.

How about NU enpl oyees? For exanple: [|'ve
seen the nanme Caneron Bready |listed on the
presentation you made in the sumer of '08 to
the Board of Trustees. Did he report to you?
No.

What was the relationship, in terns of the

16
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corporate structure, between you and hin?

W were both officers of Northeast Uilities.
I was an officer of Public Service Conpany, a
whol | y- owned subsi di ary of Nort heast
Uilities. He was an officer of Northeast
Utilities Service Conpany, reporting up to

t he CFO

So you didn't report to him and he didn't
report to you.

Correct.

How about Ji m Vancho?

Yeah, he didn't report to nme, either.

And you didn't report to him

No.

How woul d you descri be your managenent style?
Do you consider yourself to be a hands-on
adm ni strator, or one who |ikes to del egate
to ot hers?

It depends on the circunmstances. Cenerally,
| depend on the team | prefer to del egate
and operate as a team

And can you explain to ne what the R sk and
Capital Conmmittee of NU is?

It's a part of the Northeast Utilities

SUSAN J. ROBIDAS, N H LCR/ RPR
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financi al governance process. It's a -- |
guess its sinple purpose, in ny words, is to
approve capital projects and to oversee
progress of major projects.

What about the board of trustees of NU?

Typi cal of board of directors' role for any
cor porati on.

And so did that involve al so approving
capital projects?

Only those who were -- which were in excess
of 50 mllion.

So the Risk and Capital Commttee was
anyt hi ng, but the board of trustees was only
t hose that are over 50 mllion?

Not quite. Not every project had to go
before the Ri sk and Capital Conmmttee. Just
sone. But any of those that were over

50 mllion, in addition to needing the CEO
approval, the CEO needed to go through the
board of trustees of the project.

And so what was your relationship with each
of those, with the Risk and Capital Commttee
and the board of trustees?

I'"'mnot a nmenber of either.

SUSAN J. ROBIDAS, N H LCR/ RPR
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But they had authority over decisions that
you had to nake or that you would make w th
regard to capital projects.

As | stated, their role was to approve
capital spending above a certain limt and to
oversee progress of nmjor projects.

What obligations did you consider that you
had to thent

bl igations? W needed to conply with our

i nt ernal gover nance process.

And so are there protocols in your internal
gover nance process that would spell out, when
you were | ooking to get approval of a capital
project, exactly what you had to present to
t hem or what the standards were they woul d
use to review that?

The exact material to present was

proj ect - dependent. The process usually
started with a conceptual phase and woul d
proceed to a final stage, and then once
approved, it would consist of providing
update reports to the Ri sk and Capital

Comm ttee.

So, for exanple, when the R sk and Capital

SUSAN J. ROBIDAS, N H LCR/ RPR
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Commi tt ee approved the scrubber project at
the end of June of 2008, you were required to
do update reports to them subsequent to that?
I wouldn't say that they approved the
scrubber project. The scrubber project was
mandat ed by the State of New Hanpshire.
Their role was to approve our capital
spending to conply with that nandate.

Ckay. But the update reports subsequent to
t hat approval, how frequently did you do

t hose?

Agai n, approval of the spendi ng?

Yes.

I don't know the exact schedule. At | east
once a year. More often if necessary.

And were those done in witing?

Yes. Usually a presentation. Usually an
oral presentation, perhaps acconpani ed by
Power Poi nt nmateri al .

And m nutes were typically kept of those
meet i ngs?

M nutes of the action of the RaCC were kept,
yes.

MR PATCH: |'"d li ke to nake a

SUSAN J. ROBIDAS, N H LCR/ RPR
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request, to the extent PSNH has not already
provi ded any of those updates or m nutes of
t hose m nutes, that they be provided.

MR BERSAK: I'd ask the
heari ngs exam ner what we're going to be
asked - -

(Court Reporter interjects.)

MR. BERSAK: M question to
t he hearings exam ner is whether this
deposition is going to go beyond the
questioning of Gary Long or be a continuation
of discovery for other docunents.

M5. ROSS: | think what |
woul d suggest we do is we note these requests
on the record. As part of ny report, 1'IlI
either recommend that the Conpany produce the
information or not, and then the Conm ssion
can deci de whether it wants to have this be
addi tional discovery. |Is that fair for the
parti es?

MR. PATCH. That's fair.

M5. ROCSS: GCkay. So we'll
note the request. It will be in your

transcript. So we'll see the actual request

21
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BY MR LONG

Q

>

22
in the transcript.
M. Long, could you describe what you
consider to be your obligations to
shar ehol der s?
My obligation? As an officer of the conpany,
| have fiduciary responsibilities to, | would

say, provide for investnent security and fair
return.

And what about to ratepayers?

Simlar. You know, |'ve always felt ny job
was to nmake -- to satisfy both needs and the
needs of customers, to provide reliable
electricity at a reasonabl e cost.

And how woul d you bal ance those obligations?
In your mnd, do they ever cone into
conflict?

Did they ever in ny 37 years cone into
conflict?

Mostly when you were president of PSNH

Vll, | think --

I just want sone under standi ng of how you
bal ance those two obligations.

My phil osophy was al ways you have to satisfy
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both, and you -- if either was not sati sfi ed,
you couldn't really go forward.
Wth regard to the scrubber project, what
woul d you describe as the critical points in
PSNH s deci sion to proceed with the scrubber
pr oj ect ?
Well, decided to proceed... | think as soon
as the nmandate was established and the | aw
was enacted, that was obviously critical,
because at that point we were thrown into a
conpl i ance node. And we obviously had to
comply with that law. So | woul d say that
was a critical -- obviously, the nost
critical event was the state decidi ng and
ordering us and nmandating to us that we
install the scrubber. So that put us in a
conpl i ance node.
Woul d you consider a critical point to be
your decision as to whether or not to support
| egi sl ati on?

MR. NEEDLEMAN: (Obj ection. |
think that's beyond the scope of the
deposi tion.

MS. ROSS: "Il sustain that

23
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obj ecti on.

BY MR PATCH:

Q

Wl l, okay. So you're saying the only
critical point with regard to PSNH s -- well,
|l et me go back then to --

MR. PATCH. Could we get the
letter, the Septenber 2nd letter from
M. Long to the PUC in 08-103.

BY MR PATCH:

Q

And | think there's a place in that letter
where you said that PSNH crafted the
| egislation. So | guess | would |ike to know
whet her, in fact, that was the case. Seens
tonme that it's relevant froma di scovery
perspective, which is supposed to be a
i beral standard, as to whether or not that
was a critical point in PSNH s decision to
proceed with the scrubber.

MR. NEEDLEMAN: |1'mgoing to
obj ect --

MR. PATCH. In the
Sept enber 2nd letter to the Conmi ssion in the
08- 103 docket, M. Long took credit for

crafting and then al so spearheadi ng the
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| egislation. And so what I'mtrying to get
at is what the thought process was of PSNH at
critical points in the decision-making
process. Seens to ne that's one of the
critical points. They had to deci de whet her
or not they were going to -- whether or not
they were going to support the | egislation
that they, in fact, had drafted.

MR. NEEDLEMAN: "1l object
agai n. Regardless of anything that may be
contained in that letter, the Comm ssion was
explicit inits order wiwth respect to this
deposition, that things |i ke that were beyond

t he scope and not rel evant.

MR, PATCH. Well, 1'd just
like to state, | don't think the Conmm ssion
was explicit in that way at all. In fact, if

you | ook back over the Conm ssion's orders
wWth regard to notions to conpel in this
docket, they've allowed a nunber of inquiries
with regard to things that were said to the

| egi sl ature and vari ous aspects of
presentations to the legislature. So | don't

think that's correct at all.
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M5. ROSS: | think what |
would allow in fram ng the question this way,
is what was the Conpany's understandi ng of
the process of the installation of that
particul ar environmental conpliance el enent,
which is the scrubber. | think it's fair to
ask the Conpany what it knew and what it
t hought at that point in tine, not -- | don't
believe it's appropriate to ask the Conpany
why it may or may not -- whether it attenpted

to support or oppose the |egislation, that
clearly the Conm ssion has said is off
limts. But if you can phrase your question
to get to the Conpany's know edge about the
installation at that tine, I'll allow that

i nquiry.

BY MR PATCH:

Q

Ckay. Then ny question, M. Long, is wth
regard to the pre-2006 |egislative session
and t he Conpany's decision to proceed wth
supporting the legislation that was the

subject that -- with the scrubber project.
l"mnot trying to find out what you did in

the legislative session. |I'mtrying to find
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out sonet hi ng about the Conpany's thinking
with regard to the project back then.
Yeah. At that tine frane that you're
referring to, there was an existing law -- we
sonetines refer to it as the "Four Poll utant
Law' - -

(Court Reporter interjects.)
Sonmetinmes referred to as the "C ean Power
Act." And there was an obligation by, |
woul d say the state and PSNH, to resol ve the
matter of how to reduce nercury en ssions
fromour power plants. So it was an
unresol ved -- because nobody knew how to do
it at the tine. So we had an obligation to
work out with other parties, in we felt a
col | aborati ve and cooperative way, how to
conply with that part of the existing | aw
And that | ed to cooperation and di scussi ons,
| engt hy di scussions, and tests and a whol e
hi story of trying to figure out how to reduce
mercury. And that ultinmately manifested
itself in the 2006 | aw.
So what were the factors that you consi dered

in deciding with regard to the scrubber? |
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mean, economnm c factors? You know, ability to
comply? | mean, what were the factors that
you consi dered when you were trying to decide
how to proceed with -- you know, with the
consi deration of that project?

Clearly, trying to neet the requirenents of
the state, to try to neet the intent of the

| aw, which was to reduce nercury. The

met hods and neans were not known. So, to
determ ne what woul d be the proper nethods,
what net hods could work to achi eve the goal
that the state wanted to achi eve. So,
technical feasibility was a part of that.
Econom cs?

Yes. Economcs are, | would say, part of
everythi ng we do.

| npacts on custoners?

Yes.

Return to sharehol ders?

Wll, not -- it wouldn't be on the list. |If
you coul d achi eve the reducti ons through

oper ati ons whi ch wouldn't involve any

i nvest nent by investors. So, no, that wasn't

a criteri a.
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So you figured you couldn't achieve w thout
any capital additions?

We didn't know. That was part of the
process. W tried carbon injection and

ot her, you know, techniques that required
nmuch small er anounts of investnent than a
scrubber. So we obviously were interested in
what ever wor ked best.

At some point it becane clear that a capital
addi ti on was required, though; correct?

Well, there were snall capital additions that
may have been required for carbon injection.
But it wasn't until, you know, the scrubber

I dea cane about that it was -- obviously, the
scrubber requires capital investnent.

And so | guess what I'mtrying to get at is,
when t he decision was made with regard to the
scrubber, what were the factors that you
consi dered?

Sane.

Sane. So, return to sharehol ders was not a
factor then --

No, no --

-- even though it was a capital project?
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What woul d be of concern woul d be cost
recovery and a fair return to i nvestors. But
we -- it wasn't a project that investors had
asked for; it was a project that the state
had nmandated. So it wasn't viewed as --
obviously, it was a large investnent. But
that wasn't our objective. Qur objective was
to reduce nercury.

And so mandated in 2006 or mandated prior to
20067

Well, 2006 is when the | aw was passed t hat
mandat ed the install ation.

So there was no nandate before that. That's
t he mandate you're tal king about.

Yes. Well, there was a goal, | would say,
probably the best way of saying it. There
was a goal and a desire for the parties to
wor k out how to reduce nercury. And as |
said, that manifested itself in that mandate
getting passed in 2006.

It was a nandate you supported; correct?
Yes, as did nany others. It was a

col l aborative effort. It wasn't unilateral.

And | asked about critical points in the
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decision to proceed wth the scrubber, and we
t al ked about 2006. How about after that |aw
passed? And | think the effective date of

t hat was June, June 8th of 2008 [sic], you
know, subject to check. O |'d be happy to
show you, | think, a copy of the statute that

shows t hat.

MR. BERSAK: | believe you
sai d 2008. I think it was effective in 2006.
MR PATCH: I'"'msorry. You're

correct. June 8th of 2006.

BY MR PATCH

Q

So, assune for a mnute that that was the
effective date. Wre there any critical
points after that in PSNH s decision to
proceed with the scrubber project?

Well, once the | aw was passed, the decision
was nade by the state, at that point our role
was to conmply with the mandate. And part of
t hat nandate was to reduce nercury emn ssions
as soon as possible. And that was very cl ear
to us by the way |aw was witten that, and

t he di scussions, that we were in a conpliance

node. And so our whol e focus was to do
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exactly what the law said: Install the
scrubber as soon as possible. So that's --
t hat was our focus.
l'd like to try to understand whet her you did
any econom c studies back in that tinme frane,
sort of pre-2006 |legislation, to determ ne
whet her or not it nade sense for you to
support that. Do you recall doing any
econom ¢ studi es?
| personally didn't do any econoni c studi es.
There is -- | guess I'd like to show you a
response to TG-2-3 -- TC standing for
Tr ansCanada.

(Long Deposition Exhibits 1 and 2

mar ked for identification.)

BY MR PATCH:

Q

This is a response to a data request. At the
upper right-hand corner it says June 18,

2012, TC- 2, and then it says Q TG 003. And
on Page 37, there was a request to provide
any and all docunents that PSNH or any of its
enpl oyees, et cetera, had provided to any

| egi slator or state officials. And on

Page 37 of that, there is a -- Page 37 being
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in the upper right-hand corner, the
nunbering -- there is a letter that you wote
back then, and there is a reference in that
| etter about the 2005 | egislation, where you
had argued that it could add hundreds of
mllions of dollars to PSNH s energy
producti on costs.

And | guess what | would |Iike to know
I's, what changed between 2005 and 2006 t hat
|l ed you to take a different view of the
| egi sl ati on?

You're referring to two different

|l egislation, if | can -- it |ooks |ike.
That's right. | am
Yeah. So this is a different bill than the

one that passed.

That's right.

And there were concerns with the bill as
drafted, and it never did pass. So this
letter, as you call it, tal ked about the
concerns with that proposed | egislation which
never passed.

Al right.

So | --
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So | guess what |'mtrying to find out --

I mean, | thought we weren't supposed to talk
about | egislative things, especially things
that didn't pass.

Wll, no. | think it's inportant to
understand the conmttee -- the Conpany's
thinking with regard to the cost of the
scrubber project. And in order to get at
that, |I'm asking you what changed between
2005 and 2006. Wy did you support --

This particular bill wasn't feasible, wasn't
technically possible to do.

Ckay. Well, that's what I"'mtrying to
understand, is what the difference was.

| don't renenber, you know, all the details
of it, other than it had tine |lines that
could not be net.

Ckay. And cost to ratepayers? Cbviously,
that was a consideration that you put in this
letter that we just cited.

Well, that goes with not being able to do it
in the time frame that was bei ng proposed.
So if you look at the tine franme, there's

significant costs. And it's not cost of the

SUSAN J. ROBIDAS, N H LCR/ RPR
(603) 622- 0068 shortrptr @oncast. net




© 00 ~N oo o b~ w N P

NN NN R R R R R R R R R R
A W N P O © 0 ~N O O M W N B O

GARY LONG - 9/16/13

35
scrubber. It's all fornms of costs, including
not being able to generate power. | nean,
it'"'s not -- it's a different situation
al t oget her.

And in terns of inpacts to ratepayers,
different --

Oh, yes. Mich, nmuch nore substantial and
far-reaching. It's really -- it's a scenario

where you can't conply with the |aw, as
opposed to a |l aw that was passed that we
could conply. This one, it's just |ike night
and day.

When you first becane aware that the cost of
t he project would exceed $250 nillion, when
was that when you first becane of that?

| believe it was sonewhere in 2008.

What did you understand to be the reasons
that the cost of the project had increased
fromthe original estimte of a not-to-exceed
nunber of $250 mllion to $457 mllion?

Vell, we have -- | knowit's in the data
requests you' ve already asked for. W have
several docunents that list -- that answer

that question. And | don't know if | can
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remenber themall by heart here, but those
docunents do exist. But it has to do with
site-specific design, has to do with

escal ating prices during that time in history
when there was a ot of installation of
scrubbers going on in the country, price
escal ations, but -- and finishing -- getting
into nore detail ed engi neeri ng desi gn where
you coul d nake nore precise and accurate
estimates of the costs.

And with the cost increasing -- or the cost
estimate increasing from $250 to $457
mllion, would PSNH still get its npbney back
at $457 mllion?

Yes, so |l ong as we nanaged t he project
construction prudently.

How nuch nore would the project -- or was the
project going to nake with the estimte of
$457 mllion, for PSNH or Northeast

Uilities, versus $250 mllion?

I don't have that nunber in nmy m nd.

But clearly it was going to make
significantly nore noney in terns of a return

on rate base.
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Wel |, nake nore noney because nore noney
woul d have to be raised and gotten from

i nvestors and invested. So, yes, in the
normal utility ratemaki ng, you expect to get
a reasonable return on noney that you had to
rai se and i nvest for the public.

But it's not |ike PSNH was going to have to
spend any nore because of that increase;
correct -- any nore that would not be
recovered fromratepayers.

Wll, that's what the | aw says. W get
recovery fromcustoners. And, yes, we

beli eve the | aw.

PSNH tol d public officials and | eqgislators
that the anortization and the investment in
t he scrubber and the operational costs would
be of fset by reductions in SO2 all owance
purchases that were required by the New
Hampshire Cl ean Power Act. Do you recal

t hat ?

Yeah, partially offset.

Wl l, how about if we take a | ook at TC 2-3,
Page 9. Is that -- that's the one we already

handed out .
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MS. GOLDWASSER: Yeah

BY MR PATCH:

Q

>

Coul d you read into the record the second
bullet. And naybe we ought to establi sh,
first. On Page 2, it indicates that this is
New Hanpshire Senate Bill 128 Proposed
Anmendnent. 128 was the 2005 | egi sl ati on;
correct?

| don't know.

You don't know? Ckay. Well, let's assune
for a mnute that that's the case. It says
proposed anendnent, franework, key talking
poi nts, Cctober of '05, draft for discussion

pur poses only. And then on Page 9, the

second bullet, could you read what that says.

(Wtness revi ews docunent.)
Page 97
Ni ne in the upper right-hand corner. 1In the
| ower right it's eight.
Well, | can't read it. Wat do you want ne
to read, the data request nunber?
No, the second bullet on that page.
Ch, starts with "Anortization"?

Yes.
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“"Anortization of the investnent and
operational costs wll be offset by
reductions in C2 [sic] allowance purchases
requi red by the New Hanpshire C ean Power
Act." And the response to this whol e request
says, "PSNH has never clainmed that the cost
of the scrubber will be fully mtigated by

t he savings avoided in the purchase of SO2
em ssions allowances.” So as | stated
earlier, it's a partial offset.

Ckay. Well, the record wll speak for itself
on that.

But when did you first becone aware that
the S22 al |l owance purchases woul d not offset
operati onal costs?

Fromthe very beginning, as | said, it's --
oh, you said operational costs. Excuse ne.
I was thinking of total costs.

(Court Reporter interjects.)
You said operational costs. Cdarification.
It says, "operational costs." | guess ny
point is it wouldn't have offset all of the
costs of the scrubber.

So | guess, if | understand you correctly,
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you' re sayi ng what you suggested with regard
to the offset fromthe begi nning turned out
to be true; it never changed.

No. SO2 all owance prices change fromtine to
ti me and have changed over tine.

So the degree to which the anortizati on of

t he investnent in the scrubber and the
operational costs would be offset. You would
admt that the degree to which it would be
of fset changed over tinme and was not as
significant as PSNH had originally told
public officials it would be. Wuld you
agree with that?

I would agree that the price of SO2

al | owmances have changed. |It's declined
recently. But it was sort of an extra side
benefit of -- well, a very significant -- |
shouldn't say a side benefit -- a very
significant benefit of the scrubber, which
was designed to reduce nercury, that it was
| ooked at very favorably that it would al so
reduce CO2. So, in the process of reducing
mercury, reduce CO2 [sic] in the process of

reducing -- | should say not CO2, SO2 -- that
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it would renove PSNH s obligation to buy SO2

al | owances. And that was estimated, and it
changed over tine.

Changed to whose benefit or to whose

detri nment?

Well, either way, custoners don't have to pay

it anynore. | nmean, the cost -- | nean, by
not having to buy all owances, custoners no
| onger are, you know, exposed to the cost of
buyi ng all owances. So it's to custoners'
benefit.
I'"d like to direct your attention to the
response to TransCanada 4-9.

(Long Deposition Exhibit 3 marked

for identification.)

The second page of the response indicates
that this is Merrinmack Station Clean Air
Project Strategic Sourcing Plan, dated
June 15 of '07. Do you recall this docunent?
| recall the subject. This is not a docunent
| prepared.
Ckay. Do you know who prepared it?
No, not for sure. It would probably have

been directed under -- prepared under the

SUSAN J. ROBIDAS, N H LCR/ RPR
(603) 622- 0068 shortrptr @oncast. net




© 00 ~N oo o b~ w N P

NN NN R R R R R R R R R R
A W N P O © 0 ~N O O M W N B O

GARY LONG - 9/16/13

>

42

direction of the vice-president, who reported
to me, and his team along wth our
pur chasi ng departnment, |egal, and perhaps
ot hers.
Ckay. And who was the vice-president?
John MacDonal d.
Ckay. And do you recall whether it was
presented to you at a neeting or given to you
in witing, or do you recall how it was
present ed?
No.
But you recall seeing it, at |east?
No. Wat | recall is sourcing of equipnent
and services was a very critical part of the
early part of the project to nove forward
w th nmeeting the nmandate.
I'd like to direct your attention to the
response to TransCanada 4- 10.
(Long Deposition Exhibit 4 marked

for identification.)
And this is the May 2008 project cost
estimate. Now, when | asked you the question
bef ore about did you recall when you first

becane aware that the estinmate for the cost
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of the project had increased from $250- to
$457 million, does this help to recall when
you first becane aware of that?

Wll, | don't renenber the day. | just
remenber, you know, it was in 2008. This
docunent, at | east the spreadsheet, is dated
5/ 6/ 08.

So, according to your recollection, is this
around the tine frane when you becane aware
of that?

Yes.

WAs there any tine prior to this that you
becane aware that the cost had i ncreased,
that you can recall?

| don't know. You know, if so, it would be
probably days or -- where, you know, a direct

report could have said the price is --
(Court Reporter interjects.)

Yeah, | nean, it could be that | was orally

infornmed that they were having sone

prelimnary results. But it would have been

in the sanme general tine frane.

Ckay. Wth regard to the R sk and Capital

Comm ttee, when you prepared to make the
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presentation to the Commttee -- and | guess
I think we need to | ook at Staff 2-2, you
know, which is a copy of the PowerPoint that
was used for that presentation. So why don't
we mark that first.

(Long Deposition Exhibit 5 marked

for identification.)

And in the upper right-hand corner, Page 5 of
50, the cover page to that presentati on,
i ndicates it was made on June 25th of 'O08;
i ndicates it was nmade by you, John MacDonal d
and Ji m Vancho. Does that square with your
recol | ection?
Yes.
What were the factors that you took into
account when you prepared this presentation?
| don't know how to answer that. The factors
in preparing this was to i nformthe RaCC of
t he new estimates and the status of the
proj ect, and show them the reasons and the
rati onal e and the inpact that the nmandate
woul d have on custoners.
Ckay. And you were seeking their approval at

this tinme; correct?
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This was -- yes. W had previously sought
approval and gotten it to do sone project
spendi ng, to hire an engi neering construction
manager, and do sone work that had previously
been approved. And then as a result of that
wor k, we now had our, what we call our final
estimate, and it was part of the process to
present the final estimate.

And did the Risk and Capital Conmm ttee have

t he authority to say no to the project?

No. No, it was a nmandate by the state. It
wasn't a conpany decision to make. W -- our
role was to conply. And in doing that, we
needed to raise capital, and doing that we
needed to have procurenent. W needed to
understand the inpact. But we were in
conpl i ance node, not decision node. The

deci sions that we nmade were regarding
construction and conpliance wth the nmandate,
and we tried to do it as soon as possible in
accordance with the | aw.

So, then, explain to ne again what the role
of the RaCC, as you called it, was. It

wasn't whether to say yes or no to the
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pr oj ect ?

Well, right. This is a conpliance process
for us internally. This was not a project
deci sional process. It was -- you know, as |
said earlier, one of the roles of the RaCC is
to nonitor the process of large projects to
ensure their success. And they obviously
want a lot of information to do that. But
this was very unusual and very unique. |It's
the only project |'ve ever seen in ny career
where you' ve been nmandated to do that by the
state. It's not the normal way that we
proceed. And, of course, the RaCC was really
defined for nornmal projects, where nanagenent
has di scretion. But nanagenent had no
discretion on this one. It was already
mandat ed.

So, regardl ess of what the cost on the

project had escalated to -- let's assune for
a mnute it had escalated to a billion
dollars -- then it was a nmandate, and you had
no choi ce.

vell --

MR. NEEDLEMAN: (Obj ection. |
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don't think M. Long should be required to
answer hypot heti cal s.

MR, PATCH | think it's very
rel evant to di scovery.

M5. ROSS: [|'ll instruct the

W tness to answer.

A Well, that wasn't consi der ed. That nunber

was not considered. W were operating in a
conpliance node with the information that we
had. And as soon as we had finished doing --
maki ng progress on our engineering, detailed
engi neering and procurenent processes, then
we were in a position to show that internally
and to show it externally. And that's what
we did. We inforned the |egislature, the
Public utilities Comm ssion and ot hers what
this new estimate was. But since it wasn't
our decision to go forward, and the
| egi sl ature had full know edge of the new
estimate, and the | aw didn't change, so our
conpliance requirenent did not change.

BY MR PATCH:

Q Wien did you give the | egislature know edge

of that new estimte?
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It was in 2008. W had the PUC -- it was
general public know edge once we provided it.
It was al so disclosed in our filings with the
Securities and Exchange Conmi ssi on.

But you didn't tell the legislature in June
of '08, when you net with the Oversi ght
Conmmttee -- not you personally, but when
PSNH of ficials did -- did you?

| don't -- | wasn't there. | don't know what
you're referring to.

There's a response to discovery requests that
has a one-page sheet that has -- that was
presented to the Oversight Commttee, that
has nothing on it about the increase in the
cost estimates. So --

That doesn't nean there wasn't awareness on

t hat .

Oh, so you're saying you didn't put it on the
sheet, but sonebody whi spered in the

| egi slators' ears? O what are you sayi ng?
' msaying that's not the only comruni cations
t hat happens in business is the one that
you're looking at. It's not the only

conmmuni cati ons that happened.
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But that was a statutory requirenent, that
you keep the Oversight Conmittee inforned;
was it not?

But I -- not to -- talk to nme about what

docunent s. Show ne the docunents. Show ne

t he people who presented. | don't recal
doi ng that.

Ckay. Well, we'll conme back to that |ater,
guess.

And what about the role of the board of
trustees? D d they have the authority to say
no?

Well, do they have the authority? | suppose
they could direct nmanagenment not to work on
t he project, but then we'd be out of
conpliance. And there were severe penalties
wth doing that. So, | personally don't

I magi ne our board of trustees going against a
mandate of the State of New Hanpshire. So |
woul dn't view that as a realistic option.

So the only authority that the board of
trustees had was to approve the expenditure.
Wll, no. It's to ensure that nmanagenent is

managi ng the project well.
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And so, when we | ook at Staff 2-2, Page 29 of
50, it indicates that you and Caneron Bready
made the presentation to the board of
trustees on July 15th of '08. Does that
square wth your recollection of that?

Yeah, we were sponsors -- or we were
presenters at that neeting.

Wiy were the presenters different at that
meeting than at the RaCC neeting? Wat role
did Caneron Bready have versus Ji m Vancho,
for exanpl e?

Ji m Vancho reported to Caneron Bready.
Caneron Bready was, you know, a finance
officer of the conpany. It was that job --
or the role of the finance group to
financially analyze all projects that went
bef ore the RaCC.

And so this was a higher |evel of approval
needed, the board of trustees. So, sonebody
of a higher authority nmade the presentation.
M. Bready was higher than M. Vancho;
correct?

Yes.

| don't see in either of these two
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presentations any indication that the project
was a mandate. Can you explain to ne why
that's the case?

Well, there m ght be other docunents if it's
not contained in there. There's very clear
comruni cation and very cl ear understandi ng
W thin Northeast Uilities and PSNH that it
was a nandate, yes.

| don't see anything in the mnutes of either
meeting indicating that, either. Could you
explain that?

I would have to review those mnutes. But
regardless, I'mtelling you that it was very
wel | understood that we were conplying wth
the state | aw.

It was understood, but it isn't clear that
you told either one of those groups.

| can tell you they understood.

And what if either one of them had not
approved the request? Wat woul d you have
done?

Never faced that situation.

Par don?

I never faced that situation.
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Well, 1I'masking you hypothetically. Wat if
either the risk commttee or the board of
trustees had not approved the request? What
were the options available to you at that
time? Wiat woul d you have done?

You sort of asked a sim/lar question earlier.
You know, ny role was to conply. | have to
comply with state law. | have to | ook out
for the interest of custoners, and | have to
do what ny superiors say. So | have to
conply, you know. So | can't tell you,

hypot hetically, if they would have said no,

what | would have done. |, you know, could
have screaned and yelled. | could have quit.
But if I'"mgoing to work there, | have to
conply. | have to conmply with the | aw

You know, in our executive sunmary, what
you were just saying, we never said it was
mandated. On Page 30 of 50, it says, "New
Hanmpshire | egi sl ati on mandates conpli ance to
nmercury em ssions standards set forth in the
New Hanpshire Mercury Reduction Act." So we
had comruni cated nunerous tinmes with ny

superiors at Northeast Uilities of this, and
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I can tell you they were well aware of the
| aw, the | aw that was passed, and what it
mandat ed.
So if the risk conmmttee or the board of
trustees did not approve, was an option to go
back to the | egislature and ask for relief
fromthe | aw?
Agai n, never got to that situation, never had
to do that. As we were in conpliance node,
you know, we were updating nost everyone on
the status of the project, the costs. And,
you know, it's up to the legislature to
decide if they wanted to change course. O
course, they were well aware of the $455
mllion estimate, and they did not --

(Court Reporter interjects.)
-- the $457 million estinate and di d not
change course. And so we had to continue to
conmply with the law as it was.

But you would admt, would you not, that you

were, as Senator Bradley said, "conplicit"” in
t hat ?

No, | would not agree with that.

You don't believe that -- you didn't
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participate in the | obbying and the
| egi sl ati ve session of 2009? |Is that what
you' re sayi ng?

MR. NEEDLEMAN: |1'mgoing to
object again. W' re wandering again into
areas that have to do with interactions with
the |l egislature, which |I understood to be
beyond t he scope here.

MR, PATCH. Well, | would just
li ke to say that PSNH keeps saying it was a
mandate, it was a mandate. And clearly, they
had significant involvenent in |eqgislative
processes. So | don't think they can just
continue to fall back on that argunent
w t hout expl ai ni ng thensel ves.

MR. NEEDLEMAN: It's not --

MR, PATCH. | think it's
I mportant for discovery to be able to ask
t hat questi on.

MR. NEEDLEMNMAN: It's not
falling back on an argunment. The Comm ssion
ruled explicitly on this issue and said that
this wasn't going to be the subject of this

deposition, and that was prem sed explicitly
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on the papers that you submtted asking for
t he deposition.

MR, PATCH: Not true. Not
true. | don't think that's true at all. |
think that's m scharacterizing what the
Conmm ssi on sai d.

M5. ROSS: | think, M. Patch,
what | would -- a question that | would all ow
woul d be to get to the Conpany's know edge of
the project in that tinme frane as opposed to
whet her or not they took a specific action to
I nfl uence the | egislature.

MR. PATCH Well, | guess the
question I'mtrying to have answered is, if
the commttee or the board had said no, was
an option that was available to PSNH to go
back to the | egislature and basically say,
you know, We don't have authority from our
board; it's becone too expensive; you know,
pl ease relieve us of this responsibility or,
at a mnimum study it before we proceed.

And | think that's very relevant to what the
options are and very relevant to the

consi deration of what a prudent utility under
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t hose circunstances woul d have done, which is
the central thene of this case.

MR. NEEDLEMAN. Well, and |'11
object. Not only is it a hypothetical, but
it's a hypothetical that goes to influencing
| egi sl ature, which is exactly what we're not
supposed to be di scussing here.

MR, PATCH: Il think it's
critical. | think it's critical to what a
prudent utility would have done under the
ci rcunst ances.

M5. ROSS: [|'ll sustain the
obj ection. You may probe the witness as to
his know edge of the project in that tine
frane and as to any communi cations that the
Conmpany had whi ch di vul ged its understandi ng

of the project or the cost of the project.

BY MR PATCH

Q

Let's | ook at the June 25th, '08 presentation
that you made to the R sk and Capita
Commttee. And let's | ook at Page 18 of 50
in the upper right-hand corner. And | want
to look at the last entry on that page. And

"Il read it to you. It says, "Loss of
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PSNH s Merrimack Station would call into
question the viability of operating the
remai ni ng generating assets as a fleet." And

I guess | would like you to explain what that
sent ence meant.

Well, again, this is a R sk and Capital
Commttee. So, you know, they' d |like to know
what the risks are. And this is just tal king
about the risk of not conplying with the | aw
nmeans that Merrimack Station would not be
able to operate. And if Merrinmack Station
was not able to operate, it would draw into
question the renaining fl eet operation.

Wiy? | don't understand why it would call

i nto question --

Because we operate as a fleet.

What does that nean?

One managenent structure, one -- they're al
used interactively to serve the energy needs
of our custoners.

And so if you didn't have Merrinack Station,
you coul dn't operate the other generating
facility?

It's a -- you could get to a question of
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scale, where it's just too snall a scale to
have -- to continue to have a structure to
manage it.
So you woul d have had to cut the nunber of
peopl e involved in that portion of the
busi ness?
Again, this is just a concept here. That
| evel of detail was never devel oped.
This presentation refers to a Brattle G oup
anal ysis of future energy narkets, and it's
actually referred to in a nunber of
presentations that were nade to the staff, |
think to the board of trustees, and what PSNH
has provided in response to data requests.
And 1'Il refer now to Technical Session 1-8,
Page 2 of 37. W'Il stop and mark that.

(Long Deposition Exhibit 6 marked

for identification.)
MS. FRIGNOCA: Wbul d you
pl ease repeat the page you're referring to?
MR. PATCH. Yeah. |I'm

referring to Page 18 of 50, first of all, in
t he response to Staff 2-2, where it says,

three up fromthe bottom and it's two up
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fromthe | ast phrase that | pointed out. It
says, "Brattle G oup analysis of future
energy nmarkets indicates that all coal
generation, including Merrinmack, wll

continue to operate economcally.™

BY MR PATCH:

Q

And so now on to TS-1-8. The Brattle G oup
anal ysis that PSNH has provided in response
to data requests is dated August 1st of ' 08,
if you |l ook at Page 2 of 37. And |'ve asked
a couple of tinmes in data requests -- well,
at | east in TransCanada 4-24, and then in
Techni cal Session 2-12 -- for the Brattle

G oup analysis that is referred to in the
June and the July presentati ons.

So I'"'mtrying to understand, is there
anot her Brattle G oup analysis that predates
August 1st, that predates your presentations?
Well, this Brattle G oup study you're
referring to that has a date of August 1st,
2008, was done for Connecticut Light & Power,
not Public Service Conpany. So, just for
clarification. And as far as the date

reconciliation, you know, again, | wasn't
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i nvolved with that study. So | don't know
if -- you' ve already asked it in data
requests. | don't know if | can add any nore
intelligence. Insofar as is this a publish
date or a date when it was internally
avai l able, | just can't really coment on

t hat because | wasn't involved with this
particul ar work by Connecticut Light & Power.
Ckay. | guess | would ask your counsel,

t hough, if they could go back and check
agai n, because we've asked a coupl e tines,
and this is what we keep getting references
to.

MR PATCH |'d like to see a
copy of the Brattle G oup analysis that was
referred to in the June and July
presentations to the RaCC and to the board of
trustees, and then also the presentation that
was nade to staff. And the references | keep
getting is this one, but obviously the date
doesn't jive. So | guess | would ask if
you' d doubl e-check that, and if there is a
different analysis, if you would provide

t hat .
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BY MR PATCH:

Q

In your July 15th, 2008, presentation to the
board of trustees -- and this is in Staff

2-2 -- you said that expected future price
for natural gas and the spread between
natural gas prices and coal prices are
critical to the assessnent of custoner

i mpacts. And |I'm | ooking at Page 37 of 50 --
I"msorry, 34 -- 34 of 50. And then |I'm

| ooki ng at 38 of 50, which is Key Financi al
Takeaways; Custoner val ue of scrubber
installation extrenely sensitive to future
expected natural gas/coal price spread.” Do
you see that?

Yes.

Is it fair to say that you recogni zed then --
meani ng in June of '08 and July of '08 -- how
I mportant the relationship between the future
expected price of natural gas and of coal was
to the i nmpact on custoners?

Yes, we understood that. | understood that
it had an i npact.

In this presentation, Page 35 and 37, there

are a couple of references to a custoner

61
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br eak-even | evel of $5.29 cents an MMVMBtu. Do

you see that on Page 35, in that chart? In

t he right-hand side colum it says, "Net

Cust oner | npact Break-even Rates," and then

it says $5.29.

Yeah, | see that.

And then on Page 37 it says at the top,

"Gas/ coal spread have averaged $3.18 an MVBtu

over the last 15 years as conpared to the

requi red custoner break-even |evel of $5.29

an MVBtu, based on current price |evels."
What was your understandi ng of what that

meant ?

It was just -- it's one of the factors that

was | ooked at in the econom c anal ysis.

There were other factors. It was a

significant factor. So, just trying to

under stand how that single factor in itself,

you know, how to put neaning to it. But it's

just one of many factors.

So it didn't have any nore inportance than

anyt hing else, in your mnd.

Wll, the state | aw found the product to be

in the public interest. And economcs are
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important in all things, but it's not the
only thing that's considered. And within the
financial analysis that was prepared to help
peopl e understand what the inpact of this
conpliance was, this was one of the factors
that affect the overall economcs to

cust oners.

After the -- you made the presentation to the
board, did you have an ongoing obligation to
updat e t he board about changes in natural gas
and coal price projections?

No, not ne particularly. W had an
obligation to update the RaCC on the status
of the construction and our progress in
conplying with the nandate.

Do you know why -- and | guess |I'Il refer you
to Staff 2-2, Page 50, which is the signature
of Charles W Shivery -- did | say his | ast
nanme correctly?

C ose enough.

Cl ose enough. Okay -- dated Septenber 24th
of '08, nore than two nonths after the board
of trustees's neeting. Do you know why it

took himnore than two nonths to sign off on
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the project? It says "approval of capital
fundi ng. "

He's a busi nessman. W were proceeding. |
don't know what other things he was doi ng
during that tinme frane, but | know he was a
busy nman.

Did you have any conversations with him

bet ween the approval fromthe board of
trustees on Septenber 24th about the project
t hat you recall?

Not that | recall, but I may have. | just
don't recall.

Wul d there be any docunentati on exchanged
bet ween the two of you during that period of
time with regard to the project?

Personal docunentati on other than what --
No. E-mails or nmenos or anything related to
t he project.

| doubt it. | don't recall any. | don't
directly -- | didn't then, and | don't
directly report to him So it wouldn't have
been ny practice to contact himdirectly.
Who woul d you have contacted if you were

going to provide information about the
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project in that tine frane?
Well, ny imedi ate supervisor is Lee Aivier.
Leo?
Lee, L-E (sic).
L-E? Lee Aivier?
OL-1-V-1-E-R
Do you recall whether you had any
conversations wth himor any exchange of
e-mails or menoranda with regard to this
project in that time frane?
Let's see. W started tal king about Chuck
Shivery's approval. Are we still talking
about - -

(Court Reporter interjects.)
We started out tal king about Chuck Shivery's
approval. Are we still tal king about that?
VWll, we're tal king about July 15th of '08 to
Sept enber 24t h of ' 08.
You know, | typically see himonce a week.
So |l can't recall things we would have tal ked
about. But it's a variety of things, you
know, that | was responsive for in addition
t o generation.

MR PATCH: | would like to
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ask if there is any docunentati on that PSNH
m ght have of conversati ons between M.
Adivier and M. Long in that period of tine
that related to Merrimack Station in any way.
I can tell you | don't have any, so | doubt

that there was any. But | don't recall any.

BY MR PATCH:

Q

| thought you said you don't recall, and
that's why I'masking for it. Are you saying
now, definitively, there isn't any or --

Wiat | was describing to you is a process
where we see each other personally and as
part of group neetings, and they're not
recorded. | don't record them So they're
just interaction, oral discussion. So |

can't recall, nor has it been recorded, you
know, what do we tal k about. W talk about a
vari ety of things, operational things and
updat e of progress on neeting goals. So |
may have reported on the progress of neeting
t he conpliance, but | -- there's not anything
significant or that | recall being recorded
in any way, nor do | expect there is any

recordi ng of oral conversati ons.
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I want to direct your attention to the
response to TransCanada 4-17.

VMR PATCH: If we could nark

this.
(Long Deposition Exhibit 7 marked
for identification.)
The first page after the response -- so it
woul d be Page 2 of 11 -- indicates that it's

a Merrimack Station Oean Air Project Cost
Esti mate Anal ysis, dated June 17th of ' 08,
done by Power Advocate. Who was

Power Advocat e?

They were a consultant hired by our

gener ati on group.

And do you recall seeing this cost estinate
anal ysi s?

Not specifically.

| want to call your attention to a reference
on Page 3 of 11. And the first nunbered

par agr aph says, "Explain why Merri mack
Station's CAPS s cost estinmate is on the high
end of the cost per kilowatt range for a
conplete FGG -- FG retrofit relative to

simlar FG retrofit projects.”™ Do you see
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t hat ?

Yes.

And then | want to call your attention to
Page 8, 8 of 11. Not 8 in the |ower

ri ght-hand, but 8 in the upper right-hand
corner. And the first paragraph says,
"Capital construction costs for new
generation and transm ssion projects remain
at historic levels, with no clear
under st andi ng of whet her or not we have
reached the peak due to the recent volatility
of costs associated with the supply narket.
This fact, coupled wth the increased
uncertainty around projected carbon

regul ations and the effects of a tight | abor
market, the utility industry finds itself in
a period of tine when there seens to be no
good indicator for investnent decisions.” Do
you see that?

Yes.

Did you incorporate these cautions in your
reports to the risk commttee and the board
of trustees?

This is a draft report. It has the word
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"draft” on it. But this was part of the

I nput to the managenent team you know, to

hel p under stand why the costs have changed

over tine.

So you didn't think it was inportant enough
toinclude it in those presentations?

l"mnot sure that's a fair characteri zati on.

Ckay. Well, you can characterize it however
you want .
Wl l, we obviously thought it was inportant

to enlist Power Advocates to | ook at these
questions. So, obviously, it's inportant.
Ckay. But not inportant enough to nention it
to the RaCC or the board of trustees, or
ultimately the PUC i n Septenber.

Now, what point are you thinking that is
excl uded? Because we've |isted a nunber of
facts and risks to the RaCC Commttee and
summari es of what the price -- the cost
change were. So | would say this report was
used.

Ckay. Well, | didn't see anything in those
presentations, so |I'mjust asking why it

wasn't there.
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| can't answer that question any better than
I just answered it.

Ckay. In that tine frane, in the sumer of
08 and the fall of '08, and actually early
into '09, what was the way in which you
personally, and PSNH nore generally, checked
and eval uated natural gas and coal prices and
price projections? Wat did you have in

pl ace? Who was the one that did that? How
did that relate to your responsibilities?
I'd like alittle bit of background on that.
On commodity prices?

Nat ural gas and coal prices and price

proj ecti ons.

Wl |, those projections were changi ng. W
don't typically project gas prices ourselves.
We | ook at what others are forecasting. |
mean, your own client, during that tine
frame, was questioni ng deci sions based on
short-term prices and had been altering its
forecast when it considered its MKenzie
Project, its Keystone Project and then the
Mai neline Project. So | think the changes --

there were many changes happening in the gas
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I ndustry that even had natural gas conpanies
not certain, but in the case of TransCanada,
certainly projecting five-year price

i ncreases in natural gas in that '09, '10,
"11 tinme frane. So we would | ook at the
reports of conpanies |like theirs and others.
But I think our main conclusion would be it's
very vol atile.

Who had the responsibility within the conpany

for devel oping -- for review ng those
forecasts, first of all, | guess |I'd say?
Well, there is no single responsibility. As

| said, we typically don't performthose
forecasts. W |ook at what others have done.
We obviously, in the day-to-day bidding
process, need to |look at short-termprices,
what's posted out there. But |ong-term
prices were changing quite a bit, and still
are.

Who's the "we" in that response? That's what
I'mtrying to understand.

We have what's call ed a whol esal e mar keti ng
group and generati on personnel who bid

generation in the market on a daily basis,

71
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who plan for how we'll neet our custoners'
needs in the next week, the next nonth, the
next six nonths.

And so they're the ones who woul d be
responsi ble for review ng those forecasts and
then presumably reporting to others in the
conpany, including yourself?

The forecasts that you're thinking here are
posted prices for the purpose of determn ning
how t o manage our power portfolio. [It's not
| ong-term forecasts or five-year forecasts

| i ke TransCanada puts together.

Ckay. Well, I'"'mnot interested in those, in
terms of managing the portfolio that you
referenced. |I'minterested nore in the
natural gas and coal prices and price
projections as they relate to Merrinack
Station, because clearly that was done in the
summer of '08, and that was filed with the
Conmm ssion in Septenber of '08; correct?

I don't know what forecasts -- |'m not
famliar with their forecasts. |It's -- you
know, what |'ve said repeatedly is that

| ong-termforecasts are typically not
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reliable, and particularly in that tine frame

where they were changing. Like | say, even

TransCanada was changing its forecast every

year, and they're in the business. So we're

not inthe -- I"'mnot in the practice of

directing ny subordinates to do a long-term

forecast and then depending on it. |It's nore

of managi ng what we have and conplying with

t he | aw.

I'd like you to take a | ook at the response

to TransCanada 1-2.

Has been that previously been marked?

Not yet. | don't think we've marked this.
(Long Deposition Exhibit 8 marked

for identification.)

And the question was: "Please provide al

fuel price forecasts available to PSNH at the

time of its initial decision to construct the

flue gas scrubber at Merrinack Station."”

You objected. Comm ssion ordered a
response, and then you responded. You, PSNH,
responded. And it says, "The fuel price
forecasts available to PSNH at that tine are

provided in the attached, which includes
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NYMEX and broker forward fuel price
quot ations fromJune '08," and then it goes
on fromthere.

So, attached to this are what we were
provided in response to that data request.
And | guess | would li ke to ask, first of
all, are these the kind of fuel price
forecasts that you woul d have personally
revi ewed?

No.

But this was part of the attachnent to what
you submtted to the Conmm ssion in Septenber
of '08. So you just didn't review then?

MR. BERSAK: | would just |like
to note that the witnesses for this response
t hat has been identified as and marked as
No. 8 were Frederick Wight, Jody J. TenBrock
and Terrence J. Large, and did not include
M. Long.

MR, PATCH | don't think M.
Long's nane is on any of the responses to
data requests, is it?

MR. BERSAK: | don't know.

MR. PATCH. | can tell you
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that it isn't.

BY MR PATCH:

Q So you don't know what these are, then, |
guess, is what you're telling ne.

A | haven't -- | didn't prepare that response.

| didn't prepare the forecasts.

Q Woul d you take a ook at themjust for a
mnute and tell nme whether -- well, first of
all, have you ever |ooked at fuel price

forecasts in your career as president of

PSNH?
A Yes. |'ve never done a fuel price forecast,
but | have seen results of fuel price

f orecasts.

Q Is this what they would typically |ook |ike?
Wul d there be a narrative acconpanyi ng thenf
Wul d they have a conpany identifier? Wuld
they be marked "proprietary"?

MS. ROSS: Could you ask one
question at tine, please.

BY MR PATCH:

Q Ckay. Is this what they would typically | ook
i ke?

A Again, | don't prepare them But, you know,
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seeing a table |i ke on Page 2 of 68, that

m ght be a typical summary of a forecast.
Could be in graphical form As | said, |'ve
| ooked at TransCanada ones which were in
graphical form Those are summaries of
studies. As | said, | haven't done a fuel

f orecast nyself.

When you' ve | ooked at them do they typically
have a narrative acconpanyi ng thenf

Li ke | said, Page 2 doesn't.

Well, I know. But I'm asking you, when you
typically | ooked at them not necessarily

t hese.

Sonetines there are tables, sonetines there's
words. Could be either.

Do they typically have conpany identifiers on
t hem i ndi cati ng whi ch conpany actual ly nade

t he projection?

Not al ways.

Are they marked "proprietary,” typically?

If they are. You know, if they're public

i nformation, they wouldn't be.

So when you submtted the letter on

Sept enber 2nd of '08 to the Conmm ssion,
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attached to that letter was a report. And I
guess |I'd |i ke to have that nmarked next.
(Long Deposition Exhibit 9 marked

for identification.)

Are you famliar with this report?

CGeneral ly.

When was the last tine that you or anyone

el se at PSNH checked the price of natural gas

and projections for those prices prior to

t hi s subm ssi on on Septenber 2nd?

Prior to the subm ssion of this report?

Yes.

| don't know.

Do you have a rough idea? Was it three

mont hs? Was it six nonths? One nonth?

As | told you, | don't do that work. So I

don't know.

Did you di scuss the forecast contained in

this report with anyone prior to the

Sept enber 2nd subm ssi on?

| don't recall.

Do you have any idea how the projection of

natural gas prices was done?

Again, you're referring to forecasts. |
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don't know which forecast you're referring

to.

Ckay. Well, let's |look at --

And they're not forecasts that | personally
did, so...

Ckay. Let's look at Page 15 of this. And
there's a Part E on Page 15 in the | ower

ri ght-hand corner of Page 15. There's a | ot
of different page nunbers on here. Yeah, and
Part E, or Paragraph E at the bottom of the
page, it says, "In the narket purchase and
conbi ned cycl e natural gas scenarios, a year
2012 price of $11 per MVBtu was used as the
first-year price of natural gas."” This val ue
was escalated at a rate of 2.5 percent per
year for future years of the analysis.”" Dd
| read that correctly?

Yes.

Do you know who did this forecast?

No.

You have no idea who prepared this?

I don't have a recollection of who prepared
it. | think it's a statenent of an

assunption. So, you know, you could use
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different assunptions different places.
That's right. But this --

This is a statenent of an assunption. |

think you called it a forecast. It says a
price was used. It doesn't say it was
forecasted. It just explains what was used

in the anal ysis.

It's a pretty critical assunption, isn't it?
One of nmany.

One of many. So, pretty critical to the

i npact on customers, would you say?

Yes. As we stated earlier, fuel prices are
I mportant.

But you don't know who did this.

Not sitting here today, no.

I s there any docunentation you could check so
t hat you could find out who was responsible
for doing this?

| wouldn't be able to.

MR PATCH |'d like to nmake a
data request of the Conpany, that they answer
t he question of who prepared the $11 per
MVBtu price that was used as an "assunption,”

as M. Long says, in this particular report,
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ref erenced on Page 15, Paragraph E.

MR. BERSAK: We've been
t hrough di scovery for several years. This
report has been out there for over five
years. |If you're going to depose M. Long
about what he knows about this project, |
t hi nk we' ve conpl eted di scovery, and | would
object to further discovery.

MR. PATCH. And then |I would
also like to ask for any of the underlying
materials --

MR. BERSAK: May we have a
ruling on this one, please?

MR. PATCH  Well, | thought
what had been indicated was that those
rulings were going to be reserved until --

M5. ROSS: | wasn't pl anning
on ruling, but I would recommend production
of this because it is a critical piece of
information in this docket.

(Court Reporter interjects.)

MR. BERSAK: |'m just asking,

when does di scovery stop?

MS. ROSS: Wienever the

80
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Conmi ssion determnes that it's tinme to stop
it. And | don't believe that that decision
has been nmade today.

MR. PATCH. In addition to who
prepared this, 1'd like to have copies of al
the underlying materials on which that person

relied.

BY MR PATCH:

Q

I'd like to refer you to the response to
TransCanada 3-7 and 3-09.
MR. PATCH So if we could
have those narked.
(Long Deposition Exhibits 10 and 11
mar ked for i1dentification.)
Now, this TG 7 -- first of all, TC 3-7, asked
for the process used to exam ne the forward
mar ket for natural gas delivered to New
Engl and and copies of any and all
docunentation in PSNH s possessi on, and
expl ain why and when the exam nati on was
done.
And the answer is, "This anal ysis was
performed in the sumer of 2008 usi ng NYMEX

data from June 11, 2008." Do you see that?
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Yes. And again, this was not ny work and not
ny response. There's another i ndividual
identified there --

(Court Reporter interjects.)
There's another individual identified in the
response to these data requests.
Do you have any reason to think this is
I ncorrect?
No.
And what about the response to TG 3-9, which
refers to that $11 an MVBtu and al so refers,
again, to that was obtained by review ng
NYMEX futures prices available in the sunmer
of '08? Do you see that?
Yes.
Do you have a simlar response to that?
Again, it's not ny work, not ny response.
You asked if | have any reason to believe
it's not correct. | have no reason to
believe it's not correct.
I mean, so it | ooks Iike NYMEX was an
i nportant gas projection or prediction that
was relied on by the Conpany. Wuld you

arrive at the sane concl usion, based on those
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responses?

Yeah, it's an inportant indicator. |It's a
common | ocation to | ook at, as far as gas
prices go.

| nmean, are you pretty famliar wth NYMEX,
then, and the way that they provide pricing
predi ctions or pricing projections?

No, I'"'mnot very famliar wth it.

So, would you say that it's considered --
NYMEX predictions are generally considered
nost robust in the near ternf

No, |I don't know that to be true or not true.
Were there other gas forecasts available to
PSNH, to your know edge?

To ny know edge, | assume so. | don't know
firsthand.

Are you famliar with the U S. Energy

I nformati on Adm ni stration?

I"'mfamliar that it exists. |'ve seen sone
of their reports.

Do you know whet her they were used in this
anal ysi s?

I don't know. | nean, it nmay have been.

Again, | haven't reviewed that materi al .
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Are you famliar with a conpany call ed Energy
Ventures Analysis, Inc.?

No.

So you woul dn't know whet her they -- whether
their forecasts were used in this anal ysis.
They nmay or nmay not have been used. | nean,
you nust know. All | knowis | haven't

wor ked with them

Wul d you have any expl anation as to why $11
an MMBtu woul d be a sensi bl e take-off point,
given the gas price volatility at that point?
| rely on the work of others. | don't

have -- | can't nake a judgnent on that, the
way you asked it.

And who were the others, again, that you
relied on?

The person listed on these data responses is
Terry Large. |It's one of them

So that's the person you would have relied
upon for this?

| would have relied on himand our generation
group and our service providers in
Connecticut and -- in all aspects of this.

So in the sumer and fall of '08, was there
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any report circulated wthin PSNH t hat

provi ded spot and future fuel prices prepared
f or managenent revi ew?

| don't know.

You don't know if there were any -- you don't
know if it would be a typical thing to do.
You have no know edge of that?

Well, it certainly nay have occurred, but

Wi thin our service providers. Fuel
forecasti ng was not an area under ny

responsi bility.

Ckay. So you didn't feel it was one of your
responsibilities to be aware of spot and
future fuel prices. Not part of your
responsi bility as president of PSNH.

| didn't nmanage that function. Wuld I be
generally aware? Wuld they inform ne of
changes? Yes. But | didn't manage that,
forecast that process. | did not nanage the
day-to-day market interactions of the conpany
wi thin the | SO New Engl and narket.

How frequently woul d they have inforned you
of you that?

O what ?
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You just said, you know, you were informed by
people within the conpany of this. So I'm
trying to understand the frequency. Was

t here sone protocol? Was there sonme regul ar
occurrence? Did they informyou weekly? D d

they informyou daily? D d they informyou

nonthly? |I'mtrying to understand how t hat
was done.
VWell, they'd certainly informne upon inquiry

or as we're considering analysis like this.
There was no protocol for imedi ate weekly
reports or daily reports. As | said, | did
not nanage that function.

So, on request they would informyou, you
said? So, in other words, if you asked for
it, they'd give it to you.

Ch, yes.

Did you ever ask for this?

| may have. | don't recall

Do you renmenber anyone, at any point in that
time franme, in the sumer of '08 and the fall
of '08, anyone at PSNH or NU voi ci hg concern
about the gas price drop and the effect it

woul d have on the scrubber go-forward
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deci si on?

Well, that's a topic that I'msure we tal ked
about. | can't recall when or how or where.
I had conversations multiple tinmes every day.
So, you know, you asked ne specifically about
a specific conversation. WlIlIl, | don't
recall. But certainly that topic was

di scussed.

Wth who?

Well, that's what |'m sayi ng. It could have
been with any -- it could have been with an
analyst. It could have been wth anybody on
the generation team It could have been with
anybody who's invol ved wth conpany
oper ati ons.

Was there any docunentation provided of any
of those di scussi ons?

Not that | recall, but -- | don't recall.
Ckay.

As | said earlier, we typically don't --

t hese are oral discussions. You know, you
asked ne early on ny style of managenent. It
is to communi cate with people often, but we

don't record those conversati ons. W don't
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have a need to.

But if somebody thought that it was
significant enough that the gas price was
droppi ng and the projections were goi ng down
and the effect that would have on the
scrubber, presunmably they woul d have done
nore than just conmunicate with you orally.
It's well known -- it was well known by us
that gas prices were very volatile. ']
gi ve you your own client's exanple. The CEO
of TransCanada, in talking to his investors,
said you don't nmake an investnent deci sion
based on a one-nonth or short-term gas
prices, that you have to | ook at the | ong
term And TransCanada projected steadily

i ncreasing prices when they | ooked at their
own projects. And that's what the CEO
conmmuni cated to i nvestnment comunities. So,
we were no different. Although we weren't in
t he gas busi ness, we understood that you
don't |l ook at a short-term forecast and
assunme that's the way it's going to be

f orever.

And so, yes, | did not track the
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hour -t o- hour, day-to-day gas prices because
that's not relevant to ny role in the
conpany. And future prices and forecasts are
very volatile, as we see. They're constantly
changing. And one has to be very cautious in
taking what | call a "point forecast" over
multiple years in the future and then, you
know, not -- and assumng that's the way it
will be.

MR. PATCH. | guess | woul d
li ke to make a request for any copies of any
e-mails, any docunentation of any sort in
this tinme frane, post the July 15th, '08
board of trustees neeting between M. Long
and anybody else at PSNH or NU with regard to
the prices of natural gas, the price of coal
between July 15th and let's say October 15th
of '08. I'd like to nake a request for any
and all docunentation related to that
subj ect.

M5. ROCSS: | will recommend
t hat request to the Comm ssion.

BY MR PATCH:

Q So, let's say from Septenber of '08 unti
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March of '09, did you or anyone el se check
prices and projections during that period of
time that you recall?

That's a pretty general question. O anyone
el se?

At PSNH or NU.

| can't speak for other people. D d | check
it? | may have. | don't recall.

And you don't recall if anybody spoke w th
you during that period of time about checks
t hat they nade on those prices?

| do not record ny daily conversations. Lots

goes on. | can't really say what went on
each and every day and hour and... you know,
these are topics we discussed. | can't tell

you when, where and how. There's no
recordings to give you. |It's just nornal
busi ness.

In your Septenber 2nd letter to the
Conmmi ssi on, Septenber 2nd of '08, in

DE 08-103, you referenced a section in the
Scrubber Law, 125-0O 11, XIIl -- and this is
the |l aw that was passed in 2006 -- based on

testi nony, was a not-to-exceed nunber of
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$250 million. Now back to your Septenber 2nd
letter. You reference that section of the

| aw t hat tal ks about the careful, thoughtful
bal anci ng of cost benefits and technol ogi cal
feasibility. This is at the top of Page 2 of
your letter.

M5. GOLDWASSER: Exhibit 1.

BY MR PATCH:

Q

Exhibit 1. Could you explain why, when the
cost went from $250- to $457 million, and

not hing el se in the | aw changed, that you
still considered it to be a careful bal anci ng
of costs and the other factors referenced in
t he | aw?

Many factors other than costs. And the word
"bal anci ng," as you quoted a coupl e tines,
obviously the intent here is to reduce

em ssions. And that's part of the bal ance.
Presunably it's part of the public interest
finding that the state had found in directing
us to install the scrubber. So it's
nulti-faceted. 1t's not just cost of a piece
of equi pnent.

Not just cost. But the cost reference that
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they had before them when they passed that

| aw was $250 million; correct?

That was sort of a prelimnary generic

estimate that, obviously, until you get into

t he project engineering and steps as we

tal ked about earlier and get a nore refined

one, the nunber changed, for sure. You know,

we woul d have |iked to have stayed the sane

or gone down, but that's not the way the

situati on was.

Well, if necessary, | can put in front of you

t he docunents, the fiscal note on the bil

from 2006, which says "a not-to-exceed nunber

of $250 nmillion,"” based on information from

PSNH." And | can put in front of you the

letters that M ke Nol an, the DES

commi ssioner, wote to the | egislature that

year saying, "Based on information from PSNH,

a not-to-exceed nunber of $250 million..."
So, are you saying now that that

estimate provided to the | egislature was not

an accurate one?

It was the best available at the tinme. And

when it changed to $457 nillion, the
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| egi sl ature becane very well aware of that.
So | would say the | egislature was very wel
i nformed during the whole journey, fromthe
enactnent of the law to the operati on,
conpl etion of the project.

How did the | egislature becone well aware of
the $457 mllion?

It was --

Explain to ne what role PSNH played in that.
It was conmuni cated to --

By whonf

By our whol e team at Public Service Conpany.
I ncl udi ng yoursel f?

Yes.

So you talked with the | egislators about

t hat ?

l"msure | did. But, again, | can't tell you

when and where. You know, as the infornation
becane available to us, as the estimates
becane known, as the procurenment process was
pr oceeded, the estimate of 457 was then, you
know, disclosed. It was disclosed in our
Security Exchange Conmmi ssion filings; it was

di sclosed to our RaCC, it disclosed to the
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PUC, and ultimately di sclosed to the

| egi slature. And it was very well known when
others tried to change the Scrubber Law It
was a very well known number, and the

| egi sl ature chose not to change the | aw.

M5. RCSS: |I'd just like to
poi nt out that we're getting toward the end
of your session, M. Patch.

MR. PATCH. Ch, okay.

M5. ROSS: So if we could try
to --

MR. PATCH [|'ll ask two nore
questions and we'll stop. Ckay?

MS. RCSS: Ckay.

BY MR PATCH:

Q

I n your Septenber 2nd, '08 letter, you told

t he Comm ssion that any delay in issuing --
and this is on Page 3, the second full

par agraph, the third sentence. You told the
PUC that any delay in issuing contracts woul d
result in additional costs to custoners. |
nmean, as you have you said, that was a tine
of extrene volatility. Can you expl ain why

you were so sure that a delay in issuing the
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contracts would result in additional costs to
custoners?

Yes. Yes. W were about three years into a
Si x-year contract. It was a nulti-year
project. Cbviously, a significant

investnent. And it is extrenmely disruptive
to stop a major project in the mddle of its
course. And if you stop a project after
you've |l et contract -- after you've done your
engi neering, after you've lined up a work
force, have to lay off a work force, have to
litigate contracts, et cetera, it's extrenely
di sruptive. And worst of all, it puts us in
a situation where we're not able to conply
with the mandate. So, you know, stopping a
proj ect that you have to work very hard to
nmeet the tinme |lines established by the lawis
very a costly, uncertain, disruptive

si tuation.

On Page 3 of that letter, the first sentence
of the | ast paragraph, you said, "It should
surprise no one that the costs of this

proj ect have increased significantly over...

prelimnary estimates.” Wat did you nean by
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The paragraph goes on to say i ndependent
organi zations, |like the Wall Street Journal,
had been disclosing to the public and tal ki ng
about the escalation in prices of commodities
t hat have happened during this tine period.
So, the factors that led to the increase in
prices were not unique to PSNH. They were
wor |l dwi de. They were national. And others,
obvi ously, were aware of that international
world situation with costs. And the Wall
Street Journal is just one exanple.

MR. PATCH Okay. Good tine
for a break.

M5. ROSS: Thank you all
We'l|l break for 15 m nutes and be back a
little after 11.

(Brief recess taken.)

BY MR PATCH

Q

So, M. Long, I'"'mparticularly interested in
the tinme frame of the sumrer of '08, the fall
of "08. Were there any regul ar, routine
reports on generation and fuels that you

recei ved from people within PSNH or NU?
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Are there any reports? Perhaps. | don't
know.

Ckay. Well, | guess I'd like to nmake a
request, then, for copies of any reports in
that tinme franme that you woul d have

recei ved --

On?

-- on generation and fuel s.

You nmean our operations of our generation
during that tinme? |I'mtrying to understand
what that has to do with this.

Ckay. | nean, we don't need sort of regular
reports about generation. But fuel narkets,
| guess, is primarily what we're I nterested
in. Obviously, there's a relationship

bet ween that and generati on.

Yeah, because that was -- that's the
clarification | was seeking because | get
weekly generation operations reports. But
you' re tal king about fuel forecasts, | think.
That's right. And they could be related to
generation. So, clearly -- but we don't need
all of your generation reports that aren't

related to that.
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In response to questions earlier this
nor ni ng, when you had indicated -- or you
referred to projections that TransCanada
relied upon -- and | guess I'mtrying to
understand -- are those projections that you
| ooked at back in '08 or '09? Are they ones
you' ve | ooked at recently? What are those
that you're referring to?

Wll, it's really part of us trying to
under st and why TransCanada is even in this
case and why another utility woul d oppose --
I mpose cost recovery fromanother utility.
And so it's really trying to understand why
TransCanada's doing what it's doing.

I have recently | ooked at some of their
own statenents by their CEO and sone of their
own forecasts to see if they were, you know,
in the sane volatile, dynam c situation that
we were, and they were, in considering their
own maj or investnents, |ike the Keystone
Project and the Mainline Project, the
McKenzi e Projects, projects of that type they
were considering during the sane tinme frane.

| guess I1'd like to ask for copies of those
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reports and any other reports that you m ght
have used in preparation for today's
deposi tion.

In that Septenber 2nd letter that we
referred to, you had indicated on the top of
Page 3, the first full paragraph, that you'd
signed an agreenent with | abor | eaders, and
you had al ready conpl eted a nunber of
critical mlestones. Wat were those
critical mlestones that you had conpl eted as
of that point in tine?

Yeah, again, they're not in ny nenory today.
They're in one of the docunents. |[|'msure
they're in a data response sonewhere, where
we've listed in a report to the Conm ssion,
you know, the ml estones.

Wll, | don't think they are in a data
response. That's why |I'm asking you, to the
best of your recollection, what they were.
Well, | don't have themin front of nme. But
there was a report given to the PUC where we
reported on status.

So you're saying those m |l estones would be in

the report that was filed wth the
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Sept enber 2nd letter?
Again, if you want ne to revi ew docunents. ..
but no, | recall seeing reports that talk --
t hey were progress reports. And | believe
they were in data responses, but...
Progress reports nmade internally at the
conpany you're saying.
And i ncluded in data responses.
And you said in that letter that you'd
proceeded to negotiate fixed-price contracts.
Not me personally, but the Conpany, of
cour se.
And that's before M. Shivery had signed off
on Septenber 24th; correct?
Yes. Well, | don't know about the dates.
But it's -- it could have been negoti ated but

not finalized.

You actually signed a nunber of contracts in
Cctober of '08. Do you renenber that?

No.

You don't renenber when --

Again, | didn't manage that project. That
proj ect was managed by others. So | can't

speak as to what | did because | didn't
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sign -- you know, | didn't nanage those
contracts.
I'd like to direct your attention to a
response, Technical Session 2-2.

MR. PATCH So if we could
mar k t hat .

(Long Deposition Exhibit 12 marked
for identification.)
This is the August of this year, August of
2013 responses. And there's a response to --
it's TS-02 Q Tech-002, unredacted -- no. |I'm
sorry. Updated copy of Attachnent 3,
detailed cost -- project cost breakdown
previously provided confidential in PSNH s
filing dated Septenber 2nd.
And now it | ooks to nme fromreadi ng

this, this is what was filed with the
Conmm ssi on on Septenber 2nd. And it | ooks to
me as though, as of that point in tine, you
had spent in direct costs about $7 nillion.
And in order to get to that, |I'm addi ng up
the first three columms at the bottom the
total direct costs, about three |lines up.

And it says, prior to '07, total 'O07, January
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to April '08. | nean, these are actual. |
think to the right of that, it's alittle
hard to tell fromthe copy, but it |ooks |ike
they're estimated. So, does that sound
approxi mately correct?

Wll, | have to take it for what it is. |
didn't prepare this docunent, nor am/|l the
identified w tness.

But it was part of what you submitted -- PSNH
submtted with your cover |etter of

Sept enber 2nd of ' 08.

Not ny cover letter. The cover letter's
signed by Stephen Hall.

Well, | thought the Septenber 2nd, 2008,
letter that you sent to the Conmi ssion in
08-103 refers to the report that this was
part of.

But I'"mtrying to understand, though. Wat
part of mnmy know edge are you | ooking for?
Because | didn't prepare this --

Ckay.

-- these tables.

Well, do you have any know edge of how much

you had spent as of Septenber 2nd of '08 on
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t he project?
Well, at the time | may have. There is a
di fference between comm tnents and spendi ng.
It could be quite a |arge difference between
comm tnents and spendi ng. And our approach
was to obtain fixed-price contracts. But the
spendi ng woul d have | agged those conm t nments.
So | think you used the word, these are
"actual spending.” 1'Il take your word for
it. | haven't reviewed this docunent for
t his deposition.
Ckay. Well, let's ook at --
Nor did | prepare it.
Ckay. Let's look at the response to
TransCanada 3- 14.
Is that in the sanme package?
No, it's in a different one. W'IlIl get
copi es.
(Long Deposition Exhibit 13 marked
for identification.)

MR. BERSAK: This is 13?7 1'd
just like to note that the witness on No. 13
is in fact Gary Long.

MR. PATCH Okay. | stand
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BY MR PATCH:

Q I'd ask you to | ook at Page 8 of 31. And

this is a presentation that you made to the

Senate, or at least with regard to Senate

104

Bill 152. And it was provided, obviously, in

response to a data request. And you

testified before the legislature in March of

09 that $230 million had been spent or

contractually commtted as of that point in

tinme; correct?

A. Yes.

Q Now, the nunbers in there are pretty

different than the ones in the chart that |

showed you about sort of estimates for 2009.

If you | ook back at the bottomof that, it

| ooks |'i ke summary cost estinate total 2009,

$101 million at the bottom of that, you know,

that colum. So can you explain why what you

told the Comm ssion or what PSNH tol d t he

Comm ssion in Septenber of '08 is

significantly Il ess than what you told the

| egi slature in March of '09?

A Again, | didn't prepare that, nor have |
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anal yzed the difference. | nean, if we said
it was $230 mllion was our conmtnents,
then -- spent or conmtted -- then that's
what | believe was the case. | nean --

So let's look at --

-- you may not have all the information on
that table than what -- that we had at the
time this presentati on was put together.
Let's | ook at Page 19 of 31.

o2

O the TG 03-14.

Is that Exhibit 12 or --

Thirteen, | think.

Thirteen?

Page 19 of 31

Ckay.

And you said at that tine, in March of ' 09,
that PSNH has legally binding, firmprice
contracts in place for major conponents of
the project. Do you see that?

Yes.

What did you nean by "legally binding"?
Commi tnents we nade to vendors for equipnent,

equi prent manufacturing, services, that sort
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of thing.
Do you know if the contracts gave PSNH t he
ability to term nate?
l"mnot famliar with all the details. But
if they did, it nost |ikely would have been
wth penalties.
So you're saying, as of that point in tine,
what you would owe -- and | think you nake
reference to it elsewhere in here, and I'l
find that reference -- but what you woul d owe

as of that point in tinme was $230 mllion.
That we had nade conm tnments, either spent or
conmitted, of $230 million.

On Page 18 of that response you say, "At
every step of the way we have affirned
pricing to ensure it is inline with

mar ket pl ace.” What do you nean by that?
Well, in the prudent -- what would | say? --
conpliance with the |Iaw, you know, we wanted
to have conpetitive pricing. So we went out
for bid in a conpetitive pricing. W wanted
to make sure that we coul d denonstrate that
we were diligent and prudent in our execution

of that conpliance and construction. And it
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was nar ket - based pricing. It was
conpetitively bid, market-based pricing.
So "every step of the way" neans how
frequently?
It means every step of the way. It neans in
the -- that docunment you referred to earlier,
called "Strategic Sourcing,” in the strategic

sourcing process, we're |ooking for the best
mar keting pricing we could get, conbined with
the quality and capability standards that we
needed with the vendors.

Woul d you agree that Septenber of '08 was a
peri od of significant economc volatility?
That nont h?

Sept enber of '08. |'ve got sone headlines
fromthat nonth I can show you. But wasn't
t hat the nonth when Lehman Brot hers went
bankrupt and there were significant econom c
I ssues in the country, tal k about bail-out,
there was the AIG problem Do you recall

t hat period of tine?

| do. But it just -- obviously, it lasted

for nore than a nonth. So that was ny only

query.
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But it began in Septenber of '08. Well, it
probably began before that. But npbst of the
headl i nes were Sept enber.

| would say there were conpanies in distress
bef ore that date.

And | think you' ve answered this before, but
you tell me if you' ve got anything different
to say.

Now, when t hat happened, did you do
anyt hi ng di fferent about how you checked
NYMEX proj ections or any other projections of
gas prices, coal prices, any other prices
that were relevant to this project? D d that
cause you to approach it any differently?
This one nonth is -- one nonth in a
t hree-year nmanagenent of a project is -- you
know, it's just that one nonth. And, you
know, if we saw aberrations in the bids or a
change in the bids, we would have exam ned
that and try to find out nore and adjust. So
it's a -- you know, the bidding process was
not a one-nonth process.

Well, given this uncertainty in Septenber,

what nmade you so sure that the prices were
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goi ng up, given everything else going on in

t he econony, which is what you told the

Commi ssion in that Septenber 2nd letter? You
basically said, Don't delay, Conm ssion
because the prices are going to go up, and it
Wil result in additional costs to custoners.
And this is the second paragraph on Page 3.
Yes. Well, obviously, it's because we're in
di scussion with all the major vendors. W're
exploring with them what the cost of their
services will be, what their schedule wll

be, what their capabilities will be. So, you
know, that's based on what we were finding
avai |l able in the marketpl ace for the services
t hat we needed.

Econom c volatility cuts both ways, though,
doesn't it? People are losing jobs, and the
econony's changing; then prices can actually
go down, and you can get a nobre conpetitive
bid sonetines, can't you?

We did get conpetitive bids, and we did have
i ncentives and performance incentives in the
contracts. And when the project was al

over, we were about 10 percent under budget.
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So we felt that, you know, despite, you know,

havi ng sonme difficult requirenments placed on

us, | think it was a huge success to cone in
under budget. Came in around $420 mlli on,
not $457 million. So we did take advant age

of | ower | abor costs and changes in the
econony. W did do that, and we ended up
perform ng bel ow the esti nate.
Significantly above the original estimte,

t hough; correct?

Dfferent estimates. One was prelimnary,
one was nore generic. The other one, as we
t al ked about, much nore specific, different
tinme franme, nore specific engineering, nore
site specific.

Did you tell the legislature that estimate in
2006 was prelimnary?

I don't know what words were used. But it
was done by a consulting firmto give us a
general indication. So |I know we said "not
to exceed." That was the thoughts at the
time. But | know that we indicated that
addi ti onal engi neering had to be done.

I think you even said in 2008 that the
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proj ect could be conpleted by 2012.

Qobvi ously, that was part of the Conpany's
goal was to get this done sooner; correct?

| would say it was part of the state's
directive to us. It's very clear in the | aw
that they wanted reductions. The state

want ed reducti ons sooner rather than |ater,
and very specifically provide incentives, not
for investors but for custoners, if we were
to get it done sooner. And so our desire was
to finish it, you know, as directed. And we
did. W did. W finished al nhost a year and
a half before the deadline. So we think that
was anot her success of a prudently managed

pr oj ect .

And t he deadline was July 1st of 2013;
correct?

Yes.

So, a six-nonth delay in 2008, 2009,
presumably woul dn't have caused PSNH t o not
meet the deadline of July 1, 2013, assum ng

t hat you studied it for six nmonths and
concluded it still nade sense to go ahead.

Is that fair to say?
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No.

No?

No.

Why not ?

As | described earlier, when you're in the

m ddl e of a major project, a stoppage has a

| ot of uni ntended consequences, and it nmay be
very difficult to start it up. And it would
rai se in the question of whether we could
finish it within the statutory deadline. You
know, you couldn't say at that point that we
would finish it in 2012. It was an anbition.
You know, given what we knew at that point,
we coul d have needed the entire tine, all the
way up to md-year 2013. So, | nean, in

hi ndsi ght, yes, we did it nmuch faster. But
if a project would have been stopped and we
woul d have | ost vendors and perhaps the work
force and -- there was no assurance that we
coul d neet the deadline.

Coul d you have asked for an extension of the
deadl i ne?

Coul d we have asked?

Coul d you have filed --
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That woul d have been inconsistent, in our
mnds, with the directives. So, no, we took
very serious the intent of the state.
Renenber, this started with the C ean Power
Act that wanted nmercury reductions. So

this -- even though the project was a

t hree-year project, the whole intent was nore
years than that when the original intent was
established. And so we didn't view it as our
role to go slower about it. W viewed --
given the |l egislative direction, our role was
to do this as fast as possible. So, no, we
weren't | ooking for del ays.

Do you know what happened to the price of
commodities after Septenber of '08?

If you're tal king about natural gas, they've
gone down.

What about --

And now t hey're going up again.

What about other commodities that would be of
interest for this particul ar project?

I wouldn't be surprised if sone went down,

gi ven the great recession. But that's after,

after, obviously, we were well into
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construction.
WAs the | ast econom c anal ysis that PSNH di d
t he one that was submitted to the Comm ssion
in Septenber of '08, or were there any others
t hat were done after that?
I"mtrying to remenber what was submtted in
2008. But if it's not in the data responses,
t hat woul d have been the | ast of that type.
But they're constantly managi ng the project
and obvi ously | ooking at what's going on in
t he energy world around us. And lots of
things are going on in the energy world
around us. You nentioned natural gas prices.
But there were a ot of other risk factors
t hat were energing during that sane tine, and
in fact continue to grow i n New Engl and.
| want to read you a quote froma letter that
M. Bersak put in October of 2009 in DE
08-103 to the Comm ssi on.
MR. PATCH So if we could

have that marked.

(Long Deposition Exhibit 14 marked

for identification.)

I*'m | ooking at Page 2, the second paragraph,
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and ' mlooking at the | ast two sentences.
I"mgoing toread it. "It would be a waste
of resources and noney to require the Conpany
to continually update projections of future
costs based upon forecasts nade during this
period of significant volatility. Moreover,
regardl ess of the result of such anal yses,
the I egal mandate to install scrubber
technol ogy at Merrinmack Station will remain
i ntact."

Do you ascribe to that? Ws that the
Conpany's position?
Yes.
Now, were you aware of any ot her potenti al
envi ronnental regulations that mght drive up
costs for Merrinmack Station?
Wll, yes. W nentioned one of those in
particular in our risk analysis to the
risk -- to the RaCC Commi ttee.
Do you renmenber what that was?
Wat er di scharge and cool i ng.
Wul d you be surprised if in fact that is not
in that presentation?

Yes, because | specifically renenber reading
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it in a footnote.

Ckay. Maybe it's in a footnote. But let's

| ook at 15 of 20 [sic]. It's Staff 2-2. |

don't renenber what it's marked as a nunber.
M5. GOLDWASSER:  Shoul d be

No. 5.

BY MR PATCH:

Q

Page 15 of 20. | see a reference there to

"l mpact of RGE/federal carbon legislation is
not expected to render scrubber investnent
uneconom c to custoners at current projected
costs.”

That's not the page |I'mthinking about.

Ckay. Well, I nean, | asked you a general
questi on about other potential environnent
regul ations that mght drive up costs. And
so that clearly was part of the
consideration, wasn't it?

Well, as we anal yzed the i npact of the
mandat e, those econom c anal yses that you're
referring to was to try to get an
under st andi ng of the financial inpact of the
mandate. And so, yes, it was in the R sk and

Capital Commttee. There was notation nade
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of there could be other environnenta
conpliance costs in the distant -- in the far
di st ance.
If you renenber a reference in there to
"wat er cooling," could you point that out to
us? You can take a mnute to try and find
it.
| don't knowif it's in any of these things
t hat you gave us.
Ckay. But this is what was provided to us as
being all the materials that were presented
to the RaCC and to the board of trustees.
And |I'mjust curious about the reference to
"wat er cooling” in there because | nay have
m ssed it.
Ckay. This is your Exhibit 5, as an exanpl e.
It may occur elsewhere. |If you |ook at
Page 13 of 50, for instance --

(Court Reporter interjects.)
-- it talks about cooling tower addition, $30
mllion, in the footnote there, a couple
f oot notes there.
Ckay. So that's the figure that you had

avai l able at that tine? That was the
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Conpany's estimate of what it was going to
cost to address the water cooling situation?
I wouldn't call it an estimate. | don't know

how you want to think of it. Because there
was no requirenent. We felt it was years
away. But just to put in -- it was an
assunption -- or not assunption. It's a --
you know, again, it's assunption using

anal ysis just to test the sensitivity, just
to test the sensitivity of the inpact of
conplying with the nandate.

Did you have a standard policy or protocol
that you followed for when to antici pate or
factor in potential environnental

regul ations? 1In other words, did they have
to be adopted as rules, or were they -- or
was there a prelimnary rule that |ooked |ike
It stood a pretty good chance of passing
sonet hi ng you woul d take into consi deration?
What was your --

vell --

What was your general approach?

In that tal king chart that we're about, those

are included in the "unli kel y" cases.
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It's -- you know, | don't know if we had a
specific requirenent. It depends on many,
many factors. But that particul ar one was
viewed as nore renote, was nore renote at
that tine.

The water cooling one?

Yes.

Thirty mllion was viewed as renote?

Yes.

And so at any point in the rest of '08 or

early '"09, did it becone any | ess renote?

| don't -- | can't answer that question. It
was $30 million out of 457, you know, a
sensitivity analysis against a $457 mllion
project. So it was not the nbst significant
vari abl e.

It wasn't included in the $457 mlli on,

t hough.

It was included in the sensitivity anal ysis
agai nst that.

So this was a worst-case scenario for what it
woul d cost to address the water cooling
situation?

W don't -- we didn't label it "worst case."
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So what woul d you | abel it?
"Unli kely" and "highly unlikely,"” as the
scenari o says.
So, anything nore than $30 million would have

been even less likely.

Now, this is |ooking at higher costs. And it

was included in the scenario for possibly

| ow, | ow value and unlikely | ow

Were you aware of what custoner

representatives from PSNH were sending the

custoners in 2009 regardi ng | egislation?

You m ght have to refresh ny nenory of what

you' re tal ki ng about.

Ckay. We'll show you a copy of "PSNH AE

Newsl etter," dated February 12th of '09.
(Long Deposition Exhibit 15 marked

for identification.)

I*' m | ooking under Background. |'m | ooking
down three paragraphs, | guess I'll call
them It says, "The Clean Air Project wll

make Merrimack Station one of the cleanest
coal plants in the nation, while inpacting
PSNH s energy service rate by an average of

.33 cents per kilowatt hour, or about 3
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percent.” Do you see that?

Yes, now | do.

Now, is this newsletter sonething you would
have revi ewed and approved before it went
out ?

Not necessarily.

Do you recall whether you did or didn't?

No.

That's basically the sane thing you told the
| egi sl ature that year; correct? | can give
you a copy of the transcript from your

testi nony before the Senate Commttee. |
don't know if you would agree, subject to
check. And this was an attachnment to one of
t he objections that we filed to your | atest
nmotion for rehearing. But in that testinony,
| believe you said basically the sanme thing:
That was going to be cost to custoners.

Yeah, 1'l|l take your word, subject to check.
But now we're back in the |egislature again?
What was this particular price for custoners
based on? Wre there certain assunptions
about the price of natural gas and the price

of coal built into this price? Wat was this
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based on?

An anal ysis of all those things, as | recall.

It was a average over the presuned accounting

life of the project.

I'd like to ask, then, for copies of any

anal yses that the Conpany did in connection

wWith your testinony and this newsletter to

cone up with that particular figure.

You nean ny | egislative testinony?

Yes.

So we're back to |egislature again.

That's right. But we're tal king about costs

of the project as anticipated at that point

in time by PSNH and the i1 npact on custoners.
Do you have any idea what the price

proj ections were for natural gas in February

and March of '09?

O her than what you've shown ne already in

responses. And | believe this nunber, .33,

has al ready been provided in data responses.

So, whatever's in there.

Do you know what the return on rate base is

that it is now estimated that PSNH wi || get

annually on the scrubber?
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It's our nost recently allowed return on
equity, which I think it's 9.84. |'m not
sure.
And that translates into an annual return on
rate base of approxinmately $38 million? Does

t hat sound correct?
No. Thirty-eight mllion? | don't know Do
you have a docunent there that's --
| do.
Are you tal ki ng about equity only?
vell --
When you say "return on rate base,"” return on
rate base woul d have been whatever it takes
to service debt and equity.

(Court Reporter interjects.)
Wll, I'll show you the docunent. And it's
al ready been marked as 12. This is a
response to technical session data requests.
And the technical session was in July, and
the response is in August. And it's the
response to the first data request. So it's
Page 4 of 4. And it says "Public Service
Conmpany of New Hanpshire 2013 Energy Service

Rate Cal cul ati on, Merrimack Scrubber, Return
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on Rate Base, Dollars in Thousands."” And way
down on the right it says $38,839. See that?
Yes.

Does that sound correct?

Well, | assune it's correct. |It's a return
on rate base, again, including debt and
equity.

And has that --

So that nunber | gave you just said equity
return, and this one mght -- | don't know

I don't know how taxes is factored in this.
And do you know if that estimte changed over
the years from say, 2008 until 2013? O was
that -- does that sound like in the ball park
of what the Conpany had esti nated?

l"'mtrying to... for the sane year, for the
proj ected sane year, would the estinate have
changed from 2008 to 2013? Well, we're
maki ng capital investnments every year. So |
woul d assune it woul d change based on act ual
capi tal expenditures and actual scrubber
costs, anongst other things.

And it about doubles the return on rate base

that PSNH gets fromits other generation; is
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that fair to say?

Yeah, | think that's a ballpark. | nean,

we' ve had roughly, perhaps, around 400 | ess,
400 i nvestnent in our other plants. And this
woul d have been close to a doubling of

I nvestnment 1 n generation assets.

I mean, you've referred to themearlier this
norning. But also in your letter of

Sept enber 2nd, you referred to the incentives
to conplete the project early; correct?

Yes.

And | think they're in RS A 125-0 16.

That 2006 | aw you're referring to, yes.

And woul d you just sort of describe generally
what your understanding is of what those

I ncentives were?

It's generally additional SO2 all owances t hat
woul d have been awarded to PSNH and passed on
to our custonmers as the financial incentive
that was created in the law. There's no
incentive for PSNH i nvestors. Qur prudent
managenment incentive is to keep the costs as
| ow as possible. So, conpleting a project

sooner rather than later results in | ess
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AFUDC bei ng accunul ated, which benefits
custonmers directly. AFUDC is Allowance for
Funds Used During Construction. So we wanted
to do everything we could to manage the
costs. Qobviously, as | said, it turned out

t hat way because we cane i n under budget.

And part of the reason for that is a faster
installation and | ess investnent.

You said "no incentives to investors." You
mean just in that statute. |Is that what you
mean, or do you nmean sonething el se?

| mean there is no incentive for investors in
that statute. And | said the Conpany's
prudent managenent of this was focused on
reduci ng the anount of investnent as best we
coul d.

Were there any incentives internal to the
Conpany to conplete this scrubber project, or
todoit in a certain tine frame?

| had goals placed on ne to -- and as did
John MacDonald -- you know, to, you know,
manage, really manage the construction
project certainly by the deadline. The fact

that we were able to do it sooner was -- at
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| east gave us bragging rights for being able
to meet our goal s sooner, sooner than what
was required by the | aw

Were those goals reflected in your
conpensati on package or M. MacDonal d' s?
They woul d have been a consideration. No
specific math behind it.

So what were the goals, again? O is

there -- let ne ask you this: |Is there
anything in witing that spells out what

t hose goal s were?

Yes. | would have had a specific goal to
conplete the Clean Air Project in accordance
wth the state mandate, sonething al ong those
i nes.

| guess 1'd ask for copies of anything in
witing that spells out what the goals were
that related to your conpensation package or
M. MacDonal d's.

And so, did you ultinately obtain
addi ti onal conpensation as a result of
nmeeti ng those goal s?
| don't know. | don't know because, you

know, | had many, nmany goals. That was one
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of them (Goals for liability; goals for, you
know, neeting your O & M budget -- O& M
Operati on and Mai nt enance -- expense budgets.
Like | said, reliability, custoner
satisfaction. And there were several goals
there, and it's not disclosed to ne as to how
the CEO or the board of trustees nay have

wei ghed any of those.

PSNH has argued in this docket that the

| egislation nade it clear that tine was of

t he essence for this project; correct?

Yes.

And we established before that the effective
date was June 8th of 2006; correct?

Subj ect to check, I"'mw th you.

Ckay. Did you nake any efforts to lock in
prices for this project in the summer of ' 06,
or any other tine in '06 or '07?

Before the | aw was -- the nandate was

est abl i shed?

No, after the effective date of the law, June
of 2006.

Ch, between '06 and ' 08?

Yes.
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Qbvi ously, once the | aw was passed, we went

t hrough the steps required for managenment of
t he project, and that included |ining up, as
| said earlier, a engineering/procurenent/
construction nanager. So we had a | ot of
work to do. And you can't sign contracts,
other than for a vendor, to hel p you manage
the project until you have done what t hat
vendor is hired to do, which is engineering
and other studies. So we were well into the
process. But | think the prelimnary nonies
that were approved in the RaCC were to
basically start up with a EPC contractor, and
that's what we did. And that's what led to
getting enough information to do the new
estimate of cost, the detailed estinate.
When was the first tine you | ocked in any

prices with regard to contracts for this

pr oj ect ?
Again, | didn't manage that. But as |
recall, the first contract that we would vi ew

of significance was with the EPC contractor,
EPC vendor.

I mean, it sounded to nme fromresponses to
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data requests |'ve seen that you didn't
really lock in prices until October of '08.
And you told the Comm ssion in that letter of
Sept enber 2nd that the Conm ssion should
hurry up and decide this because the prices
were going to go up, and you needed to | ock
in those prices. So, is that a fair
characterization or no?

Wll, | think it's generally okay. It's --
what happened from when the | aw was enact ed
to getting the EPC, to eventually lending --
letting contracts, there was a trenendous
anount of engi neering work that was done by
the EPC contractor, a |ot of design work, a
| ot of procurenent, |egal contracting work
that went on. And it takes a fair anount of
time to do all that. That's that tine franme
that you're tal king about between '06 and
'08. And so, by the tine '08 cane al ong, we
knew a | ot about what was available in the
mar ket pl ace, what vendors were avail abl e,
what prices they were chargi ng, what was
happening to commobdities. And that's sort of

t he underlying foundation for that statenent.
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Qobviously, the increase from $250 million to
$457 mllion did not dissuade PSNH from
proceeding with the project. Ws there an
amount that woul d have di ssuaded PSNH?
Unknown. The only thing we focused on is
conmplying with the mandate and di scl osing --
as | said, the legislature was well aware of
t hat nunber and well aware of the progress on
the project. So it was -- it wasn't our
decision. It wasn't our authority to do
anyt hi ng but conply with the | aw.

And so | guess you're telling ne there was no

nunber that woul d have di ssuaded you. If it
had been a billion or a billion and a half or
two billion, that woul dn't have di ssuaded

you. You had an obligation to nmeet the | aw,
and regardl ess of the inpact on your
custonmers, you would have had to do that. |Is
t hat what you're sayi ng?

Not quite. The public interest finding was a
finding made by the | egislature, you know,

not the PUC, not the Conpany nanagenent. And
t he mandate was the | egislature, not the PUC

and not the Conpany. It wasn't the Conpany's
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decision, nor was it the Conm ssion's
decision. So it is very unique. |'ve never
seen anything quite like it. But the higher
authority -- you know, the higher authority
t han the PUC, the higher authority than the
Conpany nanagenent nmade all those deci sions,
you know. So, | nean, you could ask that
question to the legislature: Ws there a
poi nt, Legislature, that you woul d have
changed the law? Certainly, you know, the

| egi sl ature could decide to do that. They
didn"t. And so | don't know what the

| egi sl ature would have done if it was a
billion dollars. | don't know what they
woul d have done if it was sone ot her nunber.
| nean, it was their decision to start w th.
So |l think it was their decision to change.
So if it had risen to those |levels, you

woul dn't have gone back to the | egislature
and asked themto change their decision?
Wll, | think it would have had quite a | ot
of di scussion, obviously, but -- as the 457
had quite a | ot of discussion. Certainly if

there was nunber of a billion it would have
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had quite a | ot of discussion. But | can't
predi ct what the |egislature would do. You
know, management did not face that situation.
So | didn't have to figure out at that tine
what to do if it was a billion. It wasn't.

It was wasn't a billion.

And the "quite a lot of discussion,” you're
talking internally or you're tal king
externally? Internally to the Conpany?

Wll, | nean, we discuss our business all the

tine. So |l was really referring to
externally.

To your know edge, was there any upper limt
that the board of trustees or the RaCC had or
woul d have consi dered, given the overall age,
condition and performance of Merri mack

St ati on?

You know, it's the sane answer. W were in
conpl i ance node. You know, that m ght have
been a good question if nanagenent had
decided to do this or the board of trustees
had. But we didn't nake that decision. So,
again, this was an unusual situation where

the legislature told us to construct
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sonething. And that's just a very uni que
situation. It was related to the state's
great desire to reduce em ssions, and it was
related to a previous |law that called for
coming up with sone nethod to reduce nercury.
Soit's -- we didn't feel we had the
di scretion to overturn. W couldn't have
overturned the | egislature, the | aw
So, | nmean, | just find that hard to believe,
given all the tinmes that | know PSNH has gone

to the legislature otherwise. You're telling
me under no circunstances would you have
approached the legislature to change the
mandate and the | aw, regardl ess of what the
cost had risen to. |Is that what you're

sayi ng?

MR. NEEDLEMAN: |1'mgoing to
object to that question. W're now again
back into hypotheticals about what the
Conpany nay have done with respect to
| egi sl ative action, and that's beyond the
scope.

MR. PATCH. He's opened the

door by the testinony that he just gave. |
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think it's clearly wwthin the scope. It
relates to prudence of the Conpany's action.

MR. NEEDLEMAN: There's no
opening to --

(Court Reporter interjects.)

MR. PATCH. To suggest that
PSNH, under no circunstances, would go back
to the legislature is beyond belief, given
their activities in the |egislature.

M5. ROSS: [I'll sustain the
objection. | think the question's been

answer ed.

BY MR PATCH:

Q

Was there anything that prevented PSNH from
closing Merrimack Station?

Yes. Again, not a unilateral decision we
coul d nake.

Wiy? Explain to me where it says that in the
| aw or how you arrive at that concl usion.

| don't think we can close any plant w thout
PUC allowing it. And there's |aws that go
to, | think, filing with the PUC and
processes at the PUC we'd have to go through.

| don't think the Conpany has a unilateral --
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bei ng a regul ated conpany, has a unil ateral
ability to close a plant without, you know,
in some cases, the legislature and the PUC
bei ng i nvol ved.

So if -- is there anything that would have
stopped PSNH fromfiling sonething wwth the

Conmmi ssion asking to close the plant? And by

"the plant,” | nean Merrimack Station.

MR. NEEDLEMAN: |1'mgoing to
object to that question. |It's calling for a
| egal opinion. | don't think that's in the

scope of why M. Long is here today.

MR. PATCH: No, it's not a
| egal opinion. 1It's a nmanagenment deci sion
that's critical to the issue of prudence.
And the Commission, in its |ast order, nade
it clear that it believed that the Conpany
had that discretion. So |I'm asking the
Conpany whether it considered that and
whether it felt it was prevented in any way
from doi ng that.

M5. ROSS: [|'ll instruct the
W t ness to answer.

As | was describing, we had to conply with
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the law of installing the scrubber. And
there are severe penalties if one doesn't do
that. | also have said that we don't have
the unilateral ability to close a plant
w t hout going through a very | engthy process.
| previously stated that we were in the
m ddl e of a construction period, and it would
be very disruptive and create a | ot of
uncertainty.

As you tal ked earlier about one of those
earlier bills, you know, we also had |ots
of -- there were |lots of other factors that
the | egislature would consider in a public
interest finding. So we were certainly not
in a position to go down that path or to try
to convince the decision makers to change
their decision during a tinme when our own
anal ysis was showng it was beneficial to
custoners, on econom cs alone, not to nmention
fuel diversity, uncertainty in the
mar ket pl ace. There are ot her
considerations -- reliability -- that we
woul d have to consider in that rather

conplicated question that you' ve posed. And

SUSAN J. ROBIDAS, N H LCR/ RPR
(603) 622- 0068 shortrptr @oncast. net




© 00 ~N oo o b~ w N P

NN NN R R R R R R R R R R
A W N P O © 0 ~N O O M W N B O

GARY LONG - 9/16/13

138

it would -- it would have gone far beyond us.
Again, we didn't have that unilateral right,
nor did the circunmstances even suggest that

was the --

BY MR PATCH:

Q

| didn't say unilateral. | said wth the
Conmi ssi on's approval .
Well, | think, given that the | egi sl ature had
directed us to put in a scrubber, and the
| egi sl ature was aware of the $457 nillion and
chose not to change the direction, you know,
I don't think managenent wanted to go agai nst
the State of New Hanpshire after they've
al ready nade their decision.
And what about selling the plant? Sane
answer ?
Sanme. Sane sort of problem A lot of
uncertainty would go with that. You know, if
our economcs -- Iif our analyses are show ng
econom cs - -

(Court Reporter interjects.)
I f our econom cs have shown that that's
val uabl e to custoners on an econom c basi s,

and the legislature had nade a public
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interest standing, | think we'd be highly
chal | enged to go agai nst those findings.

Did you ever consider or discuss with anyone
aski ng t he Departnent of Environnental
Services for a variance fromthe requirenents
of the | aw?

Well, as you know, our view of the law is
that variance was only all owable after the
scrubber was installed, if there was sone
reason we could not neet the reduction
standards that were in the | aw

So | guess the answer to ny question is, no,
you never considered or discussed with anyone
Wll, again, it wasn't the Departnent of

Envi ronnent al Services that made the
decision; it was the legislature. So...

Well, that's an interpretation of the | aw,
correct?

Wll, it's -- the lawis the law. | don't
think -- | don't think DES can go agai nst the
| aw any nore than we can, the difference
bei ng that we were subject to, you know,

penal ti es under |aw that they m ght not be
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subj ected to.

So | think the answer to ny question is, no,
you never considered or discussed with anyone
asking DES for a variance; is that fair to
say?

I"'mtrying to clarify what you nean by

"vari ance."

Do you want to take a | ook at the statute?
Wll, | told you what we said the statute
says. It is a variance it can find after
construction. So | don't knowif you're --
after construction and operation, we net all
the requirenents, so there was no need to ask
the DES for a variance. So, no, we did not

ask them for a vari ance because we don't need

one.
No, but I'm asking, did you ever consider or
di scuss wth anyone -- and |' m not sayi ng

after it was built. |1'msaying at any tine,

did you ever consider or discuss wth anyone
asking DES for a variance? That's what |I'm
aski ng.

MR. BERSAK: That was asked as

a data request, and he did respond to it.
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You have the answer.
MR. PATCH. And the answer is?
MR. BERSAK: W can go | ook
t hrough all the docunents, if you want to
wait while I ook through them But | don't
know of f the top of ny head. But | do know
that we did -- we were asked, and we did
respond to it.
MR. PATCH. So it sounds |ike
you're coaching the witness. | guess |I'd
li ke an answer fromthe w tness about what
the answer to the question is.
MR. BERSAK: He doesn't know
every data request response that was given.
VR, PATCH: No, but 1" m aski ng

hi s under st andi ng.

A. And you're using "variance" a different way

than I'musing "variance." And | said
variance is not even a question to ask DES
until after construction. You created the
scenario where it's before construction. So
| can't answer your question.

BY MR PATCH:

Q Well, | think you could answer the question
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but --

M5. ROSS: | think the w tness
can answer the question, which is: Ws a
vari ance di scussed during the course of
construction?
And nmy answer is --

MS. FRIGNOCA: M. Long, would
you pl ease speak a little nore slowy?
My answer is, we didn't know if we needed a
variance until after the scrubber was in

operation. So there was nothing to discuss.

BY MR PATCH

Q

Q

So | think the answer is no.

Woul d any or sone of the environnental
and regul atory concerns behind the Cean Ar
Act -- you know, reduction of nercury,

I mpacts on air quality, those kinds of
things -- would any of those concerns have
been addressed or satisfied if PSNH had
exercised the sale option or the retirenent
option?

Nei ther the sale or retirenent option was
anyt hi ng that we pursued.

| don't think you -- you want nme to repeat
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t he question? Because it doesn't seemli ke
you answered it.
Sur e.
Wul d any or sone of the environmental and
regul atory concerns behind the Clean Air
Act -- such as, for exanple, bioaccunul ation
of mercury in adjacent ecosystens, or inpacts
on air and water quality -- would those have
been addressed or satisfied if PSNH had sold
or retired the plant?
And the plant continued to operate? Wen you
said sold or retired --
Sold or retired.
If we were --
Maybe they're different. Maybe the answer to
the question is different. | don't know.
I ' m aski ng what your understanding is.
Well, if you cl osed down a power plant, which
| think is part of your question, and if we
were all owed to have done that, you know,
then it doesn't exist. So it's --

(Court Reporter interjects.)
The power, the energy doesn't exist. So the

envi ronnental conpliance woul d be nore
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site-related. So, yes. Could there have
been, you know, other things happening on
site-related environnental conpliance for a
closed plant? Yes, there could be. 1In a
case of a transfer of ownership, presunably
envi ronnental requirenents would apply.

Still a regul ated em ssions source.

Assunme that the project had been term nated,
for whatever reason -- a decision by PSNH, a
| egi sl ati ve decision -- sone decision to
term nate the project before its conpl etion,
I n your opinion, would PSNH have been able to
recover on rates what it had spent up until
that tine?

Wll, | don't know. | nean, | think that
woul d have been quite a | egal discussion.
Ckay. Well, I'"'mgoing to direct your
attention to TG 3-14, which | think has

al ready been handed out.

M5, GOLDWASSER: No. 13.

BY MR PATCH:

Q

No. 13. And |I'mgoing to direct your
attention to Page 8 of 31. And this is what

you told the legislature in March of '09.
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Ckay. | have it.
Ckay. I'mlooking at the fourth bullet.
Yeah.

And it says, "$230 nmillion (over half of the
cost to engineer and build the scrubber) has
been spent or contractually commtted. The
cost wll have to be recovered from PSNH
custoners whether or not the scrubber
installation is conpleted.”

Yes.

Was t hat your understandi ng of whether or not
PSNH woul d be able to recover in the event
that the project had been term nated early?
Yes. | nean, we believe we acted prudently,
and have and continue to act prudently.

So, yes, the cost will have to be recovered.
You know, woul d others oppose it? Wat woul d
happen? | don't know. That's a | egal
question. But the cost would have to be
recovered. W still have -- the cost still
exi sts. And we acted prudently. Assum ng
under your scenario, we acted prudently.

And so clearly, you would have approached the

PUC, at whatever that point in tinme would
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have been, and asked for recovery of whatever
costs you had incurred.
I'"mtrying to understand the circunstances in
whi ch that situation happened. But if, you
know, we couldn't conply with the | aw and had
to shut it down, but acted prudently up until
the tine the | aw was changed, or, you know,
as long as -- and we felt that we have.
Certainly when this thing was witten, we
felt that we had acted prudently. So, yes,
we believe that being a regulated utility --
(Court Reporter interjects.)
So we feel as a regulated utility we shoul d
be all owed to recover all of our prudently
i ncurred costs.
This norning | think we had tal ked about what
was told to the legislative commttee in June
of '08. And | just want to direct your
attention to a response. This is Staff 1-12,
and it's Page 27 of 28.
(Wtness revi ews docunent.)
And it says, "PSNH Legi sl ati ve Updat e,
June 18, 2008." And the question that was

asked and to which this is a response said,
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"Pl ease provide copies of all reports to the
Legi slative Oversight Commttee on Electric
Restructuri ng and ot her persons pursuant to
the requirenents of 125-0 13, I X" And this
response provides a one-page | egislative
update, June 18th of 2008. And the only

reference | see in here to project cost is at

the very bottom in the right-hand box. It
says, "Project costs will be updated with
revi ew of maj or equi pnent bids." So | see

nothing in there about the increase to $457
mllion.

Do we have all the docunents that were
provided to that Conmmttee? Because that's
what we asked for. |Is there sonething el se
you know of ?

Again, ny nane's not on that data response.
But there's nothing nore that | know of.
(Long Deposition Exhibit 16 marked
for identification.)
The Scrubber Law as passed provides that you
can only collect the cost of the scrubber
from default service custoners. Cbviously,

you're aware of that; correct?
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Yes.
And that's part of the mandate; is it not?
Yes.
Coul d you pl ease describe any and all efforts
t hat PSNH has undertaken to try to coll ect
t hose costs fromall of their custoners.
Tal ki ng about before the | egislature?
I*'mtal ki ng about before the | egislature, the
PUC, anybody el se, any and all times PSNH has
made any efforts to try to change the effect
of that provision. Again, it's part of the
mandat e that says you can only recover from
default service custoners.

Have you made any efforts to try to
change that? You suggested that to the
| egi sl ature. Have you suggested it to the
PUC?

MR. NEEDLEMAN: To t he extent
that that calls for testinony that's beyond
the scope as the PUC ruled, | object to that
questi on.

MR, PATCH | think it's very
rel evant to the argunent they continue to

make about 1t being a mandate, when say they
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wer e nmandat ed, they were nandated, they were
mandat ed, and they didn't have any ability to
change the law or try to seek a change. And
yet, the answer to this question | think is
rel evant because it goes to the fact that,
even though there was a nmandate in the | aw,
there nmay very well have been efforts -- |I'm
| ooki ng for the answer to the question --
there may very well have been efforts to
change t hat. So |l think it's very rel evant,
and I'd li ke an answer.

MR. NEEDLEMAN:. Well, now t hat
you've clarified, | do object, because based
on the order on the bottomof Page 5, it's
clearly beyond the scope.

MR. PATCH | disagree. |
think it's very much within the scope.

M5. ROSS: | will sustain the
obj ecti on.

(Di scussion off the record anong
counsel for TransCanada.)

MR. PATCH. Ckay. | think
that's all the questions we have. Thank you.

Thank you, M. Long.
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M5. ROSS: So that's the end
of our first segnent. And | woul d suggest
that we break early for |unch, because
under st and that one of the next sessions
requires a little additional preparation.
|*ve been asked if we could take a | onger
| unch break. So that would nean we'd stil
be back here at 1:45 for two,
hour-and-forty-five-m nute sessions. W'l|
see you at 1:45.

(Lunch recess taken at 12:10 p.m)

MS. ROSS: So, just to address
t he schedul i ng questions, we did break early
for lunch. And PSNH s attorneys pointed out
t hat, because the Comm ssion ordered two
sessions in the norning and two in the
afternoon, that it was their position that we
shoul d only have two questioners this
afternoon. And | do acknow edge that that's
how t he order was structured. And having
br oken early for lunch, | could have sinply
ended the session this norning and started
t he next one for the norning, but | didn't.

And so | checked with the two conm ssi oners
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who signed the order to see if | could get an
oral nodification of the order in order to
accommodat e the schedul e this afternoon
because we have three questioners who want to
question -- that is, OCA Sierra Cub and
CLF. And so | have gotten perm ssion from
the Comm ssioners to do three sessions this
afternoon, but we wll still end at 5:30. So
we'll just break up our time accordingly.

MR, BERSAK: PSNH i s sonewhat
di smayed by, again, another change in the
Comm ssion's decisions. Wen we cane here,
per the order of the Conm ssion to produce
Gary Long, the Comm ssion was very plain:
Two sessions in the norning, two in the
afternoon. The Comm ssion was also plain, in
that it directs Sierra ub and CLF to
conbi ne their discovery and
cross-exam nation. So now we're having
variations fromboth the order that was
i ssued ordering this deposition, as well as
t he Comm ssion's earlier orders regarding the
participation of the two environnental groups

in this. | suppose we have no recourse but

SUSAN J. ROBIDAS, N H LCR/ RPR
(603) 622- 0068 shortrptr @oncast. net




© 00 ~N oo o b~ w N P

NN NN R R R R R R R R R R
A W N P O © 0 ~N O O M W N B O

GARY LONG - 9/16/13

152

to accept it. But we are unhappy wth it.

MS. ROSS: And just so you
understand ny thinking, this is not a
cross-examnation. It is a deposition. And
| did check with the two groups, and they did
feel that it would be nore effective for them
each to use their own questioner. And that's
why | asked the Comm ssion if it would nodify
t he order to accommpdat e that.

Ckay. Wth that, let's get
started with the OCA' s questions.

MS. CHAMBERLI N: Thank you
very much.

EXAM NATI ON

BY Ms. CHAMBERLI N:

Q
A

Q

Good afternoon, M. Long.

Good afternoon.

I*"mgoing to gointo a little nore detail on
sone of the areas raised by M. Patch.

Back in 2007, PSNH hired a project
manager for the scrubber project. |Is that a
standard practice for PSNH?
| believe you're referring to the

engi neeri ng/ procurenent/ constructi on nmanager.
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And it's the sane practice we used in
constructing the Schiller wood pl ant.

Is there a threshold financial conmm tnent
that says, We're not going to do this

i n-house; we're going to hire a nanager?

You coul d have an internal person doing that.
But given the size and conplexity of the

proj ect, because our internal staff had not
built a structure -- a scrubber before, we
clearly needed to get expertise in that area.
And just to be sure that we're tal ki ng about
t he sane group, that was Washi ngton G oup
that turned into URS. They just changed
their nane at sone point.

It was the Washi ngton G oup that we hired,
yes.

And how was that decision nade, that you were
going to -- that PSNH, as a conpany, was
going to hire an outside expert?

It went through the strategic sourcing
process that we tal ked about a little bit
this norning. The reason was what | had
briefly just stated with you: A ngmjor

proj ect |ooking for sonebody who had

SUSAN J. ROBIDAS, N H LCR/ RPR
(603) 622- 0068 shortrptr @oncast. net




© 00 ~N oo o b~ w N P

NN NN R R R R R R R R R R
A W N P O © 0 ~N O O M W N B O

GARY LONG - 9/16/13

o >» O > O

154

experience with engi neering and construction
of scrubber projects.
When you tal k about the "strategic sourcing

process,"” was this a decision that you as the
presi dent made, Look, we really need to get
an outside expert for this, or is this sone
sort of commttee that nmade the decision?

The actual managenent of the construction was
a del egated responsibility to the

vi ce- presi dent of generation, who reported to
nme. And he established a project structure,
a project team which | concurred wth, |
support ed.

And is that --

He was the officer in charge, so to speak.
And is that person WIIiam Smagul a?

No, that's John MacDonal d.

John MacDonal d. Ckay.

And once the project nmanager was hired,
how did they comuni cate to you? How did you
get information fromthem about what they
wer e doi ng, and how did you communi cate to
t hent?

There wasn't a direct communi cation. Again,
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it was delegated. It was to be nanaged by
the project team the generation teamthat
John MacDonal d had set up. And John woul d,
you know, report to me as necessary to keep
me i nformed. But ny involvenent was not a
day-to-day, was not a project nmanagenent

I nvol venent .

And was it his decision as to how often he
woul d report to you, or did you have a
regul ar schedul e?

It was as needed. He would informne. |
would -- | see himfrequently. So it was,
you know, frequent contact as a direct
report.

So you may ask him questi ons when you saw
him and he would respond --

Yes.

-- on a continual basis, but naybe not
formally every day.

Not formally every day. Oally, typically.
You know, the docunents that were prepared
for, like the RaCC we tal ked about this
nmor ni ng, he woul d obvi ously show those to ne

and we'd tal k about them

SUSAN J. ROBIDAS, N H LCR/ RPR
(603) 622- 0068 shortrptr @oncast. net




© 00 ~N oo o b~ w N P

NN NN R R R R R R R R R R
A W N P O © 0 ~N O O M W N B O

GARY LONG - 9/16/13

>

156

And when it went out -- when URS was putting
construction projects out to bid, did they
create the RFP thensel ves, or was there an NU
or PSNH RFP that was given to thenf

It was a teameffort involving our EPC
contractor, the project team W had a

proj ect teamthat was over and above that EPC
contractor. It was our namhagenment that was
done in association with our service

provi ders, our procurenent departnent, our

| egal departnent who did our contracts
routinely for Northeast Uilities. So it was
a teameffort.

And what does EPC stand for?

Engi neeri ng, procurenent and constructi on.
And that was a team of people? That was the
team that you just referenced that John --
EPC was the Washi ngton Group. But you asked
about actual letting contracts, did EPC do it
by thensel ves. The answer is no. These PSNH
contracts were reviewed internally by |egal,
our purchasing or procurenent departnents, as
well as the generation team It was a team

effort in evaluation of the requirenents, the
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speci fications, the bidders.

Did you fornally approve the contract when

it -- when the team work was done?

John would brief nme on the results of their
anal ysis, who the bidders were, how they
assessed the bidders. And then in sone cases
I would -- | may have signed a contract, in
ot her cases he may have, dependi ng upon the

|l evel of commtment. |If it was beyond our
aut hori zation, then it would have been signed
by sonebody el se.

And if you had a specific concern, sonething
specific you wanted to put in the RFP, how
woul d you conmuni cate that?

| would talk to John about it. But |I didn't.
It was -- they were the ones who nmanaged t he
pr oj ect .

All right. So you don't recall a tinme when
you had a specific concern that you asked
them "Wen you do this RFP, nmake sure they
have this experience,” or anything |like that?
No. The project teamwas far nore
experienced in constructi on managenent than

was. So it was a del egated responsibility.
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Ckay. Now, at sone point the prices cane in
hi gher. The responses to the construction
RFPs and the contracts canme in higher than
you had originally anticipated. Do you
recall how you found out about that?

| found out about it from John MacDonal d.
And do you recall, was it a single contract,
or did he wait until several contracts cane
in and there was a group of thenf? Do you
recall the specifics of what he told you?

| don't recall the specifics. But it was,
you know, after, as was indicated this
nor ni ng, the engi neeri ng was done, the

speci fication was done, the research with the
potential vendors, the discussions that
occurred, you know, when they had pretty good
i ndi cati on.

And was it a surprise to you?

It was higher than | expected.

And was it a -- sonething that you

i medi ately said, "Well, now what are we
going to do?" D d you have any sort of gut
reaction to these nunbers?

"Tell me why it went up. G ve ne sone
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background on this. W need to share this
information with others.”

All right. Ws there any negotiation that
you are aware of between URS and the bidders?
I mean, did the contract go out, "Here's what
we want you to do. It's a price contract"?
O didit go out, "Here's approxi mately what
we're thinking. W want you to submt and
neet these general terns"?

Very specific as to what the equi pment had to
do. Performance standards were included in
the contract. So it wasn't general at all.

It was very, very specific. And the

di scussi ons would be with URS or Washi ngton
G oup, but it also could be with our
purchasi ng departnent. It could be also with
our own project team | nean, it was -- each
of themhad to be satisfied that they had the
I nformati on they needed before they could
conpl ete the eval uati on.

So, do you believe you were conpari ng appl es
to appl es when they got the information back?
Ch, absolutely. | nean, we had taken great

steps, knowng that this was a | arge project,
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to be very prudent in every step of the way.
Did you -- when you found out the prices were
hi gh, do you renmenber approxi nately what
time? Was this in 2008, 20077

You know, | nean, |ooking at the docunents, |
think it was in 2008 is when we went to the
RaCC Comm ttee with the 457. So it woul d
have been sonetine a little bit before that
woul d be one of the first indications | would
have had.

So the first reporting you did was to the
RaCC Comm ttee?

I*"msure | informed ny boss before I went to
the commttee. But, you know, we woul d have
reported, you know, what our estinmates were
and as we prepared for the nore fornal
presentations to the conmttee.

All right. 1In response to that data, you
said you had a response that you were going
to do sonething about it, find out where the
debt -- where the nunbers cane from

Anyt hi ng el se once you had found out where

t he nunbers cane fron?

Wll, as | said, it was discl osure. It was
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t o understand why, to understand the

| egitimacy of the new estimate, the reasons.
You know, and they're all good reasons as to
why it changed. You know, we've already

t al ked about how the market was changi ng
around us. So that was all information that
was shared with nme as to what were the
drivers. And, you know, that -- as | said,
under st andi ng that was part of it, and then
disclosing it so that others who were, you
know, probably -- the |ast nunber they'd seen
was 250 -- was to nake sure everybody saw the
new nunbers.

And once you had those new nunbers, did you
change your process at all going forward with
t he project?

Not the construction process. | nean, the
construction process and the construction
managenent process i s what gave us the
information that we needed in order to neke
what we call a final estimate. So, at that
poi nt, we were pretty confident of the
estimate. And so now it was just a matter of

managi ng within that, below that if we coul d.
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As | stated earlier, we were able to

manage -- to beat that budget estimate.

Were you -- at one point you tal ked about
havi ng a certain anount of doll ar anount
under contract. Wat does that nean to you,
"under contract"?

When the project was broken up into its ngjor
conponents, that would involve different
vendors, different specifications and

requi rements. We called them "islands of
work." And so the idea -- and they had
different time frames for which they had to
be started. And so it would be doing the
detail ed specifications, going out for a bid,
havi ng those di scussions with the bidders,
trying to negotiate the price down, trying to
negotiate terns for performance. That's
really the process.

And as npbney went out to these vari ous
subcontractors or contractors, was there a
record kept of dollars spent?

Absol ut el y.

And is that record kept on a daily basis, a

weekl y basi s?
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Agai n, you know, this project, you know, was
one that we took great efforts to nake sure
we docunented every decision every step of

t he way, the procurenent decisions. So
there's an extensive anount of project
docunentation. The PUC s consultant, Jacobs,
has reviewed those. Very, very thorough set
of docunents.

Some of the contracts | reviewed referred to
software called "Pri mavera" software. Are
you famliar with that?

No.

Are you famliar with the fact that there is
software that keeps a record of the

contractor costs?

163

Well, | certainly would anticipate that there

are a lot of tools, project nanagenent tools

used. | personally don't use those tools, so

l"'mnot famliar with them

All right. Now, Attorney Patch nentioned the

Power Advocat es' report, which was in 2008, |
believe. What triggered that report? Wy
was there one done?

Wat was that --
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It's Long No. 7.
(Wtness reviews docunent.)
You know, this is our advocate's -- the
summary. They were asked to | ook at --
(Court Reporter interjects.)

-- to look at the project cost estimate for
Merrinmack Station. And their report
addr esses sone site-specific factors and
other things that's happened in the industry
and ot her projects of simlar type.
Was this -- | didn't nean to interrupt you
Were you fini shed?
Yes.
Was this sonething that URS asked to be done,
or is this sonething that you asked to be
done, or sone other entity?
I don't know specifically. Again, these
responses -- this response is Bill Snagul a.

But nost everything in the project was
col | aborative. And, yeah, | don't know. |
can't tell you which specific individual.
But, you know, | ooking for expertise to help
us understand the inpact of the project. So

part of our prudent managenent of the project
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Is to understand things as we go, and this is
just part of that understandi ng.

So you had these costs, and you went forward
and | ooked at what caused the costs, and
that's what initiated this report? 1Is that a
fair summary?

Yeah, that's fair enough. As | indicated
earlier, we were in a conpliance node.

Agai n, you know, we were inplenenting a
deci si on nmade by the state. And, you know,
so in inplenmenting that decision, we just,
you know, wanted to understand natters as we
proceeded, and we wanted to manage the
construction as best we coul d.

And t he next step, or the next approxi nate
step, was reporting to the risk managenent
commttee. |Is that correct?

Are you sayi ng once the estimte was known?
Once you had the estimate, right, and you had
said you had to make -- you had to notify
different parties, different entities, and
one of those was ri sk managenent conm ttee.
Was it an internal step at that point?

That was, | think, one of the steps. As |
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i ndicated this norning, part of the NU
governance process is to give periodic
reports to the Risk and Capital Commttee,
you know, certainly when there's a
significant change. So that was one step, if
you want to call it "steps."” They're not
necessarily sequential. O course,
ultimately another one was to disclose this
to the financial conmmttee -- community

t hrough the Securities Exchange Conmittee
reports. Another step, of course, is letting
the Public UWilities Comm ssion have
information on this, and then ultimtely, of
course, the |l egislature know ng what the new
estimate was.

Now, you raised the cost estinate with the

ri sk managenent conmmttee. WAs there
anything else that you raised in front of
themat this tine?

I"'mtrying to get at -- use your term nol ogy.
But the risk committee is -- construction

ri sks woul d have been a part of the
reporting. They're interested in what can

af fect construction, what can affect the
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construction schedule, quality. You know, so
there are other -- you know, and reporting to
the RaCC. | don't renenber the exact dates.
But we woul d have | ooked at other risk
factors associated with a successful nmjor

pr oj ect.

And these folks are all internal NU peopl e?
This is not sone outside group; is that
correct?

Correct.

And do they have separate access to

i nformati on? For exanple: |If they had a
concern that you had not brought up, would
they then ask you about it?

Yes, that would be part of their role, if
they felt that we weren't -- if we had m ssed
sonething. They could always direct us to go
back and report back to them They could

al ways ask for their own analysis, | suppose.
But it was part of the governance of NU. And
t hey coul d have taken what ever other steps

t hey wanted or directed us to get nore

i nf or mati on.

Now, we did -- you know, in cases we'd
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go before them they asked us a couple
foll ow up questions, we would provide
followup i nformati on

And did you do a cost-benefit anal ysis at
this point?

| don't know about cost benefit because
that's sonething you would do if you were
determ ning public interest, which was

al ready determ ned by the state. So there
are many benefits that were not included in
the report to the RaCC. The RaCC was
primarily focused on financial requirenents
for the project and progress on the project.
So, typically, you know, RaCC doesn't | ook at
ot her benefits to the state, whether it be

j obs or property taxes or security of energy
supply or fuel diversity. W mght have

poi nted out some of those things to them but
that wasn't their primary focus. Their
primary focus was what were the capital

requi rements for the project, and is it being
wel | managed and naki ng progress on neeting
its goals.

So they did not get a -- they did not ask for
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and you did not present a cost-benefit

anal ysi s?

There were econoni ¢ anal yses that had

obvi ously been provided. But, you know, it
depends on how you want to define "cost
benefits.” W did not do a public interest
determ nation. That had al ready been done by
the legislature. W did do -- in this tine
frame, we did ask for econom c anal ysis of
what the inpact would be of Merrinmack Station
on the community. So we did econom c

anal yses. Those were shared publicly. But
as far as, you know, trying to pull it al
together in sone kind of public interest
conclusion, we didn't do that. That was

al ready done. | nean, that was already --

t hat deci si on was al ready made by the

| egi sl ature.

I*'mnot sure | understand what you nean by
"public interest.” Wen you were -- would
you say a cost benefit and public interest is
t he exact sanme thing?

No, not necessarily. Wat I'mtrying to

indicate to you is there are other than
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financi al considerations when one deci des
public interest. This is not a situation
where we needed to make a filing with the PUC
listing all the benefits and cost of a
project and ask for their perm ssion or their
approval to proceed. That's what we did for
the Schiller wood plant. W nmade a filing
with the PUC. W tal ked about the energy
benefits, the jobs benefits, the tax
benefits. You talk about all the benefits
when you ask the Conmm ssion to nake a public
interest finding. As | indicated this
norning, this is unique. |'ve never seen it
before. That public interest finding was

al ready nmade. It was already nade by the

| egi slature. And that's not often -- that's
the first time |I've seen it happen. So it
wasn't the PUC who we could go to and ask for
a public interest finding, nor was it our own
managenent who we could go to and say nake a
cost benefit, because basically that decision
was al ready made by the | egislature, and they
al ready found the installation of a scrubber

to be a reasonabl e cost. So it was not in
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t he nornmal deci sion-nmaki ng process that other

projects at PSNH woul d have been subjected

to.

So, no, you didn't do a cost-benefit analysis

for the risk managenent committee for the

reasons you've just descri bed.

Well, you know, again, we provided econonic

analysis. W listed the benefits. But did

we do a fornmal study where we pulled it all

t oget her and weighted it or analyzed it? No,

we didn't do that. It wasn't the RaCC s role

or authority to decide cost benefit. It

m ght be on other projects, but not on this

proj ect, because the | egislature had al ready

made that decision. It wasn't within the

RaCC s authority to make that deci sion.

Now, Attorney Patch went over PSNH and

whet her or not you nonitored fuel markets.
Did fuel market information -- just a

coupl e questions -- get comuni cated to you

directly in a particular chain of command? |

know it wasn't your area. So if there was

sonebody nonitoring fuel markets, how woul d

that informati on get communi cated to you?
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Wor d- of - nout h i ndi cati on of what the energy
prices in New Engl and were on a daily basis,
i ndi cation of what it would cost us to buy
power in the next six nonths or four nonths
or one week. | nean, those are all

I ndi cators of natural gas prices, which are
the maj or driver of energy prices in New
Engl and. So, yes, | would have a general
under st andi ng of whet her they went up or
down, or whether, you know, they were |ow or
hi gh. And, you know, you can | ook at the | SO

Wb site to see that fromtine to tine, where

sone of the bid prices ended up -- clearing
prices, | should say. But as | said earlier,
| didn't do the forecast. But, yes, | -- the

very vol atile situation changed often, and |
was generally aware when it changed.
Cenerally aware. Was it part of your routine
to check the norning report at the | SO and
see what the prices were?

No.

Ckay. I n 2008, there was a Brattle G oup
report. What triggered that report?

Again, | think that's the one we tal ked about
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t hi s norni ng.

Yes. That's Long No. 6.

Thank you. W didn't -- the Brattle G oup,
as indicated this norning, was a group
enlisted by Connecticut Light & Power for
doi ng studies as part of their regulatory
conpliance in Connecti cut.

And woul d you have becone aware of this
report, you know, here in New Hanpshire? |Is
t here sonebody who m ght have brought it to
your attention?

Yes.

And did they bring it to your attention?

I was generally aware that Connecticut was
doi ng these studies. | would periodically,
as part of a group staff neeting, hear of the
wor k that was being done in Connecticut. So
I was aware that the study exists. | did not
manage it nor oversee it in any way.

So there was nothing in this study that you
t hought m ght change your approach to what
you were doing in New Hanpshire. You didn't
read this and go, "Ww, we've got to do

sonething different now. "
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Well, no, because it didn't change the
conpl i ance plan that we had, you know,
conplying with the law. No, it did not
change that. It gave us information about
what was happening in New England. It gave
us one indication as a view of one consultant
as to where things were going. But it wasn't
enlisted as a PSNH study or a study of the
scrubber. It was nuch broader than that.

And fromtine to time, you made reports to
the legislature and the PUC. The first one,
| believe, was the Septenber 2nd, 2008,
report. You were responding to a Comm ssi on
directive to file that report; is that
correct?

Yeah. Yes, | believe there was a request, a
direction fromthe Comm ssion to provide them
wth a report, and we did do that.

And is it fair to say that your reports to

t he Comm ssion are nore detailed than a
report to the | egislature?

Typi cal | y.

And why woul d that be?

The Comm ssion -- different roles. The
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| egi sl ature has nore of a policy role. The
Commi ssion is nore of oversight regul atory
review. So the Comm ssion has expertise on
its staff. And, you know, their role is to
|l ook into things in nore detail generally, I
woul d say.

And how do you decide -- well, |ooking at
Long 13, which is the 2009 | egislative
presentati on, how do you deci de what goes
into a report to the | egislature?

What ever we m ght think is the issues that
the legislature is considering, whatever is
their interest that directly relates to us.
It's not prescriptive. | nean, the

Commi ssion can be very prescriptive in what
it wants fromus. Sonetines the |egislature
will be, and oftentinmes it's not.

So you would try to antici pate what you think
woul d be useful for themto know and give it
to them

And al so to express our position on issues.
Ckay. And -- all right. W went through

t hat .

In this report, was there -- I'm
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referring to this report because it's here in
front of us. But if there was another report
or opportunity, let me know But did you
i ncl ude any i nformation on custoner
m gration?
Not highly di scussed or occurring at that
tinme.

(Court Reporter interjects.)
And is there informati on on SO2 al | owance
mar ket s?

(Wtness revi ews docunent.)
Not sure if there's a question pending or --
Ch, yeah. | was waiting. D d you put any
information in here -- did you give any
information to the | egislature on SQ2
al | owance markets in the 2009 | egislative
presentation that is Long Exhibit No. 13?
| don't see it in this exhibit. But I
couldn't say that we hadn't provided it in
sone other neans or in sone other discussion.
| don't see it in this particular one which
i s tal king about the reductions, the project,
t he project status, the cost, what were sone

of the drivers of the increased costs.
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Now, as the project was going on and costs
were i ncurred and under contract, could you
at any given day say how nuch you had spent
and how nmuch you were commtted to spend?

W had -- the thing that I'"mstruggling with
Is you said "any day," because there's al ways
i nvoices in play, there's al ways work bei ng
done. So it was a very dynam c situation.
But, you know, certainly at any nonth or any
week we had a report and accounting of our
expendi tures to date. But it was an ongoi ng
process. |In other words, as soon as your
report is done, you're obviously continuing
your expenditures. Yeah, but we had a very
good tracking of our costs as we went.
Because it is many-faceted and | ots of things
changing all the tine, and it's hard to keep
track of. But you would say you did keep
track of --

Oh, yes. Had the project team whose

assi gnment was to do that.

All right. So when |I asked about the

Pri mavera software, you're saying that's

not -- you don't know about that | evel of
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detail ?
No. You know, | personally have never used
that tool. So |I've heard the nane before,
but I never used it. | can't tell you what

it really does.

And when you found out that there were
changes in the costs, did you put anything
new in the contracts with your vendors to try
to respond to that?

Well, the cost estimtes were a product of
tal king with vendors and wor ki ng out
contracts. So, yes, it was all a very
dynam c process. And that's as a result of
t hat process, in |arge degree, and the
detail ed specification is what gave us that
cost benefit. So it wasn't |like you did a
cost benefit and then the contracts. The
contracts is what -- a vehicle to help us
under st and what the costs were, because we
were nmanagi ng fixed-price contracts. So we
wanted to get as nmuch definition as we could
bef ore we actually spent the noney.

So that was in response to the cost

escal ating; you nmade fi xed-price contracts.

SUSAN J. ROBIDAS, N H LCR/ RPR
(603) 622- 0068 shortrptr @oncast. net




© 00 ~N oo o b~ w N P

NN NN R R R R R R R R R R
A W N P O © 0 ~N O O M W N B O

GARY LONG - 9/16/13

179

That was our intent all along. But to do
that, you have to get into detailed

speci fications and extensive conversations
and negotiations with vendors. So, yes, we
had extensive di scussions wth vendors. The
result of that process is what allowed us to
make the final project cost estinate.

So, sonme contracts were fixed-price contracts
and sone were not? |Is that fair to say?
Yes.

So the earlier ones were not. But then the
| ater ones, when the prices were escal at ed,
wer e.

The ones that involved maj or equi pnent,
manuf act ured design, would tend to be a
fixed-price contract, you know, where we
want ed assurance. Were we would tend to not
have fi xed-price contracts and be willing to
| eave it to be determ ned al ong the way were
t hi ngs that were much nore controll abl e and
predictable. It could be, you know, work

t hat you know you coul d get workers |l ocally
to do as opposed to very specialized work in

whi ch you didn't have control over it. So it
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was dependi ng on the nature of the work and
the availability to do it in a

non- speci al i zed way that determ ned whet her
you went with fixed price or you could manage
it as you go.

All right. So the fixed-price contracts were
not in response to the price escal ati ons?
That was just in response to you had a little
nore i nformation?

Wll, no. It's regardless of price. A
fixed-price contract is a techni que used in
proj ect managenent for large projects so that
you don't get surprised along the way and so
you can nahage costs, as opposed to
open-ended contracts that will keep

escal ating, as a highway project. You' ve
heard about nmany public projects where the
costs have increased. So fixed price is a
way that, as you go into it, you have a
pretty high degree of confidence that your
estimate is correct. So when a 457 estimate
was conpl eted, we had a very high | evel of
confidence in it, as opposed to the $250

mllion estimate which we had very little
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confidence in it because it was not based on
detail ed specifications, design discussions
with vendors, et cetera. So the critical
parts, like the actual manufacture of the
scrubber vessel, for instance, would be under
a fixed-price contract because it's a
one-of-a-kind for our unit, and you want to
make sure it was very well defined as to the
cost and its performance requirenents, as an
exanpl e.

Ckay. Did you communicate to URS that you

had a $250 mllion estimate at any tine?
Well, they cane in the picture later than --
there was -- it was Lundy who did the 250

estimate. So | can't imagi ne Washi ngt on

G- oup not being aware of it.

And were they given an instruction that they
were trying to nmeet this $250 million [sic]
cost figure?

I would say our desire all along was to get
the | owest cost we could in the tinme frane
that we were, you know, ordered to do. So,
yes, | nean, Washington G oup were there to

hel p manage costs. They were there to help
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get the |l owest cost. They were there to help
us negotiate and work with vendors to get the
| ownest cost. That was part of their charge.
Was the $250 million, was it a target, or was
it sinply an esti mate?

It was, you know, early in the process. It
was the best nunber avail able at the tine.

It was -- as | said, it was sort of generic,
based on different tine frames. And we

tal ked about all the things that changed
since then. But, you know, as a
site-specific requirenent, it was not a

sul fur-reduction scrubber; it was a nercury-
reduction scrubber. So it required a | ot of
site-specific definitions, specifications,
and then, you know, finding vendors who could
neet those specifications. And all of that
was not avail abl e when the $250 mllion
nunber was esti mat ed.

Did you talk to the | egislature about
hydraulic fracturing at all?

| don't recall there being any di scussions on
hydraulic fracturing.

Do you recall being aware of the technol ogy
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at any particular tinme?
It was, | think, relatively new information
for nme personally because I"'mnot in the
nat ural gas busi ness.
Do you renenber when you found out about it?
Ch, no. But it was -- | nean, |'ve been wth

the conpany for 37 years. So |I'd say it
woul d be recent within that schedul e of tine.
But it wasn't -- it's not -- it wasn't
forefront in your m nd while you were worKking
on this project.
No.
Ckay. Let ne just check.
(Pause i n proceedi ngs)

MS. CHAMBERLIN:. That's all |
have.

M5. ROSS: Thank you. Wo is
next, please?

MS. CHAMBERLI N: Thank you
very much.

THE W TNESS: Thank you

(Pause in proceedi ngs)

SUSAN J. ROBIDAS, N H LCR/ RPR
(603) 622- 0068 shortrptr @oncast. net




© 00 ~N oo o b~ w N P

NN NN R R R R R R R R R R
A W N P O © 0 ~N O O M W N B O

GARY LONG - 9/16/13

184
EXAM NATI ON

BY M5. FRI GNOCA:

Q Good afternoon, M. Long.

A. Good afternoon.

Q My name is Ivy Frignoca, and |I'm an attorney
for the Conservation Law Foundation. | know
you' ve been answering questions all day. |
will try to nake this as quick as possible.
If you don't understand my question, wll you
l et nme know, and I'I|l rephrase it?

A Yes.

Q Ckay. |1've been listening to a ot of the
answers that you' ve given, and you have used
the words "very prudent,"” "prudency" and
"prudent managenent."” And | was wondering if
you would tell nme what you nean by "prudent
managenment . " And |'m speaking in your role
w t h PSNH.

A Well, it's never in hindsight, first of all.
It's actions taken by managenent at the tine,
gi ven the information the nanagenent had
avai l able. O tentinmes associated with the
term"good utility practice.”

Q Ckay. And when you gave ne that definition,
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are you tal king specifically in terns of
prudent managenment with respect to an

i nprovenent, |ike the scrubber?

In the context of the subject at hand, |'m
t al ki ng about conpliance with the mandat ed,
and wwthin that is the installation and
managenent, constructi on nmanagenent of a
scr ubber.

Ckay. Let ne backtrack then.

Prior to being involved with the
scrubber project, had you been involved with
other big projects like the scrubber at PSNH?
The answer is yes. |It's not how ny career
path went at PSNH. But a project that we had
conpleted in 2006 was our Schiller wood
project. And that was a $75 mllion project
t hat was, you know, quite, you know, in our
m nd, chall enging and unique. And | was
famliar with how our team had managed t hat
construction.

And in the context of the Schiller project,
how woul d you define "prudent nanagenent"?
Sane way that | just defined it.

Ckay. So what were sone of the aspects that
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you | ooked at to prudently manage the

Schill er project?

W talked a lot with the OCA about contract
managenment. So that would be an aspect of
it.

Did you review costs?

It was sonething that was pre-approved by the
Conmi ssi on, as opposed to the scrubber. So
we went to the Comm ssion and had a cost
estimate of $75 million and |ined up
contracts along that way. And so we felt we
could do it for $75 mlillion if we got tinmely
approval .

And were you able to conplete that project
for $75 mllion?

Yes.

So in that case you had a budget of

$75 mllion, and you stayed with the budget?
Yes. Again, it included fixed-price
contracts, as we tal ked about, wth respect
to our managenent of the scrubber project.
Ckay.

And we were found to be prudent, and those

costs are being recovered.
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(Court Reporter interjects.)
You have nentioned that with respect to the
scrubber project, that you had a project
management team put together?
Yes.
Who was on your project managenent teanf
The officer/sponsor was John MacDonald. Bill
Smagula was his next in line in charge. W
had full-tinme people involved. But the |ead
on that was an engi neer naned M ke Hitchko,
who has very extensive experience inside and
out si de the conpany of managi ng construction
projects. He's also the nanager who nmanaged
our Schiller project.
Ckay. And was anybody on that nmanagenent
t eam assigned to | ook at the econom cs?
It was the cost, certainly the cost of the
project, and to track the costs and manage
the costs. They weren't, you know, the ones
who nade the decision to do the project. So
t heir charge was to nanage the construction
of the project.
You had nentioned during your testinony

earlier in the norning that sone of your
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responsibilities -- or the biggest
responsibility was to make sure that you were
providing reliable energy to custoners at a
reasonable rate. 1s that correct?

That's correct. And, you know, what | often

say and what | m ssed on that one, you know,
there's also at a -- in a way that the public
wants an environnental conpliance. | say

t hat because, nore so than in the past, the
public is interested in the source of power
in addition to it being reliable.

Ckay. Wth that caveat, it's still -- an

i mportant part of prudent nmanagenent woul d be
to provide reliable energy to consuners at a
reasonabl e rate.

Yes. Again, that's generically true. That's
our main mssion. |In the case of the
scrubber, our prudent nmanagenent was a
conpliance setting, not a decisional setting.
So in that setting, we were to prudently

I mpl enent and conply with the nmandate by the
state. So it wasn't the sane as --

Ckay. Let ne --

-- what we'd expect for the Schill er project

SUSAN J. ROBIDAS, N H LCR/ RPR
(603) 622- 0068 shortrptr @oncast. net




© 00 ~N oo o b~ w N P

NN NN R R R R R R R R R R
A W N P O © 0 ~N O O M W N B O

GARY LONG - 9/16/13

189

or anot her project that did not have a
mandat e.

Ckay. So let ne go back then. The question
that | had asked was: |Is part of prudent
managenment to assure that you're providing
reasonabl e energy or power to custoners at

a -- or reliable energy at a reasonable rate?
And you said yes and then went on to explain
t he caveat for the scrubber.

Yes, because how do you define "reasonabl e"
in this case? And in this case, the

| egi sl ature had already said that the
installation of a scrubber is at reasonable
cost. So that public interest determ nation
was al ready made, you know. It wasn't, you
know, something that -- PSNH s role in the
scrubber was to i nplenment that finding and

t hose decisions by the legislature. And
that's a very unique situation that didn't
exist -- that doesn't exist for any other
project that |I've seen in ny 37 years.

| just want to clarify. 1Is it your testinony
to ne that the | egislature determ ned the

cost was reasonabl e?
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A Yes.

Q Do you recall testifying before the
| egi sl ature and suggesting to themt hat
whet her the cost was reasonable was the role
of the Public Uilities Conmm ssion?

A No. You've read that wong. Wat | said --

Q Excuse ne.

A -- before the legislature was -- | was
referring to what |'ve said several tines
t oday. The Conmmi ssi on has authority over our
prudent managenent acti on and i npl enenting
and conplying with the |Iaw, which includes
construction. Does not include the decision
to actually install the scrubber. That was
not w thin our purview.

(Long Deposition Exhibit 17 marked
for identification.)

Q I*'mshow ng you what has been marked as
Deposition Exhibit 17.

MS. FRIGNOCA: And just for
the record, this is Attachnent B. It's dated
March 13, 2009.

BY MS. FRI GNOCA:

Q And this says, "The Senate Conm ttee on
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Ener gy, Environnent and Econom c Devel opnent
held a hearing on the following, SB 152." Do
you agree that that's what this exhibit is?
Yes.
Ckay.

MS. FRI GNOCA: Wbul d you
pl ease read back the | ast answer? Thank you.

(Record read back as requested.)

BY Ms. FRI GNOCA:

Q

So the decision to install the scrubber,

you' re tal king about that |egislative
mandate. But ny question to you was relating
nore to the cost of conmplying. And | would
like to refer you to Page 33 of Exhibit 17.
And ny question to you was nore in regard to
t hat you understood that the PUC woul d be
reviewi ng whether the costs associated with

t he scrubber were prudent, not just the

installation. And your testinony at the

bottom of the second paragraph -- and you can
tell nme if I"'mreading this wong -- is, "But
that's not -- you know, what we're trying to

do is to have the | owest-cost power that we

can for the benefit of custoners. But if
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people think that we're out of |line, they
have recourse. They have recourse through
prudency review, and they have recourse by,
t hey can nake a choice for a different power
supplier.” Dd |l read that accurately?
Yes.
WAs that your testinony at that tine?
Yes. And what | was describing as a prudency
review was the prudency of conplying --
Excuse ne. Let nme --
-- with the | aw
There's no question pendi ng.
MR. NEEDLEMAN:. Wel I,
except -- I"'mgoing to object for a m nute.
He should be entitled to conplete his answer.
MS. FRIGNOCA: Hi s answer was
a "Yes" or "No." | asked himif that was his
testinony at the tine. And |I'm about to ask
anot her questi on.
MR. NEEDLEMAN:  You can frane
t he questi ons however you want, but he's
entitled to provide an answer to the question
you asked.

MS. FRIGNOCA: | guess what
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I*"mlooking for is a ruling on having the
W t ness answer the question.
M5. ROCSS: | think it would be

hel pful if Gary coul d answer the question
w thout a | ot of elaboration so that we can
get through this fairly quickly.

MS. FRI GNOCA: Thank you.

BY M5. FRI GNOCA:

Q

So you agree that that's your testinony at
that tinme?

As | said, the reference to "prudency"” is --
Is that a "Yes" or "No"?

That's what it says here. This isn't a --

this is a statenent. | don't knowif I'd
call it testinony.

Ckay. And is that -- would that be your
testi nony today? Do you still agree that

custonmers have recourse if they feel the
costs of the scrubber are too high and that
they can challenge it through a prudency

review or mgrate to a different power

supplier?
No, | don't agree with your statenent.
No, |I'm not asking you to agree with ny
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statenment. |'masking you to agree wth your
st at ement .
Wl l, your statenent isn't what this says.

Ckay. This says they have recourse through a
prudency review. Do you agree that custoners
have recourse of your decision through a
prudency revi ew?

Ckay. If you want ne to explain, | can.

Do you agree that they have recourse through
a prudency revi ew?

They're two different concepts in that
sentence. One concept is under custoner
choice and state | aw, custoners can choose a
supplier. That's one concept. The other
concept in that statement is a prudent
construction conpliance of the scrubber. And
that's what the Conm ssion has review on, and
that is what our obligation is.

Ckay. So you agree, then, that the

Conmm ssion has an obligation to review the
prudency.

O construction and conpli ance.

Only of construction and conpliance?

Yes.
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That's different than what this says here.
Not to ne.

And you agree that customers can nmake a
choice to mgrate to a different power
supplier?

Yes.

So when you were review ng the scrubber
project, did you take into account m gration
rates?

No.

At any point in tinme did you take into
account mgration rates?

Well, this is 2009. So it's beconmng a

subj ect of discussion in 2009. And that's
when it first emerged as a di scussion point.
Ckay. So in 2008, you didn't take into
account mgration rates.

As | said, the decision was already nade.

Qur role was to conply. W didn't -- it
was - -
But the question is: In 2008, did you take

into account migration rates?
At that point, the project was already

started. The | aw had al ready been passed.
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The question is: D d you take into account
mgration rates in 2008 --

For what purpose?

-- when you were anal yzi ng whet her or not

to -- when you were anal yzi ng t he managenent
of the scrubber?

Custoner mgration rates were not a factor in
the law. And the |l aw says install a
scrubber. So it wasn't a factor. The
decision's already been nmade. And it didn't
affect the construction, installation of a
scrubber.

If 1I'munderstandi ng your testinony
correctly, your testinony is that you didn't
take i nto account any vari abl es because the
|l aw told you to build the scrubber, no matter
what .

| don't know what you nean by that, "didn't
take into account." As | said --

Well, let me go back through --

-- we were nmandated to install the scrubber.
So that was our charge, and that's what we
di d.

Ckay. So --
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(Court Reporter interjects.)
Now, there were other factors in the business
t hat were occurring. But our nmandate was to
install a scrubber.

Ckay. So we're going to go back through sone
factors. And these are just "Yes" or "Nos."
D d you, when you were | ooking at
installing the scrubber, consider m gration

rates?

That' s been asked al ready.

You haven't answered it yet. Yes or no?

No. | said in 2006, when the nandate was
determ ned, there was no consi deration of

m gration rates.

In 2008, when the cost escal ated, did you
consider mgration rates in your

deci si on- maki ng?

No, because the mandate was to install the
scrubber, and we | ooked at what was the cost
of doing that.

Ckay. I n 2008, when the cost escal ated, did
you consi der forward gas pricing?

It was -- there were assunptions used in the

anal yses that were presented to the RaCC, as
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we di scussed this norning. So when you say
“consider," it wasn't -- again, consider in
what context? Not in the construction, not
in the decision to mandate it, but in

anal yzing and trying to understand the inpact
of that conpliance, we did do a financi al
anal ysi s.

So how far forward did you | ook at gas
prici ng when you did your analysis?

I don't know. | didn't do those anal yses.
But there were anal yses done for as |ong as
15, 17 years, estinmated.

Ckay. | thought earlier you said you didn't
do | ong-term anal ysi s.

M. Patch or -- pointed out to an exhibit
that said we started at $11 for gas and grew
it at 2.5 percent. | don't know how many
years of estimates or what that -- how nany
years of assunption that was used in the
study, but...

Wien you -- I'msorry. Are you finished with
your answer ?

Yeah.

When you were doing your analysis in 2008,
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did you | ook at or consider that the
Merrimack plant m ght be shifting from base
|l oad to an internmediate or peak facility?

No.

Did you consider that in 20097

| don't know what you nean, "consider." |
mean, the construction was al ready wel | under
way. So, again, under whatever operation you
m ght want to assune for short termor |ong
term the requirenent is the sane: Put in a
scrubber. So, did the role of Merrinmack
Stati on change over tine? Yes, it did. WII
it change again over tine? Probably.

M5. ROSS: |I'mgoing to ask
the witness -- it's okay to explain your
answer, but do try to give the answer before
you start explaining it. | think what
happens nost of the tinme is you don't
actually give the answer, and then you give
the reason why. |t appears you're inplying
that you didn't consider things, and you're
gi ving the reasons why you didn't consider.
But if you could just give the answer first,

that, no, it wasn't a factor we consi dered

SUSAN J. ROBIDAS, N H LCR/ RPR
(603) 622- 0068 shortrptr @oncast. net




© 00 ~N oo o b~ w N P

NN NN R R R R R R R R R R
A W N P O © 0 ~N O O M W N B O

GARY LONG - 9/16/13

200

because..., then | think it will go better
and we won't have so much repetition here.
Yeah, |I'mstruggling with the word

"consi der," because obviously we're aware of
what's happening in the markets and the
energy world around us. But in the context
of the nmandate, we didn't have the freedomto
do anything other than install. But in the
bi gger context, of course we knew what was

going on. That's what I'mtrying to explain.

BY Ms. FRI GNOCA:

Q

Ckay. So it's your testinony that you didn't
have the freedomto consider the cost or

whet her it made econom c sense to continue
with the scrubber project.

That was the purview of the | egislature.

So you're saying that it's the purview of the
| egi sl ature to review the cost of the
scrubber project.

| think of it in this way --

No. Answer the question, please. |Is it yes
or no? Is it the purview of the |egislature
to review the cost of the scrubber project?

| can't answer that question.
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Ckay.
You won't let ne answer it.
Well, first give ne a "Yes" or "No."
| can't.
Ckay.

MS. FRIGNOCA: Then woul d you
instruct hin? It's a yes or no --

M5. ROSS: W're trying to
figure out who is responsi ble for not just
t he prudence of the construction but the
decision to go forward. And so | think this
question goes to that issue. So you need to
just answer whether it was the Conm ssion --
excuse ne -- the legislature's purviewto

deal with the costs.

BY Ms. FRI GNOCA:

Q

And 1'Il ask the question. Let ne rephrase
t he questi on.

As president and chief operating officer
of Public Service Conpany of New Hanpshire,
did you have an understanding that it was the
| egi sl ature and not the PUC who was revi ew ng
whet her the costs that you incurred in

relation to this project would be determ ned
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to be prudent?

l've said it many tines. |If it relates to

t he decision to nove forward, no. That was
sonet hing the | egi sl ature woul d deci de.
Managenent didn't decide. Since nanagenent
didn't decide it, there's no prudency review
to occur. \Wihat managenent nanaged was
conpliance with the nandate, and that's what
t he Comm ssion can review, how well did we
conply with that nmandate. It's a higher
authority. The state is a higher authority
than ne, the president and CEOQ, or any of ny
bosses. So the higher authority has told us
what to do. Qur job was to do what they told
us to do.

Ckay. If you'd refer again to Exhibit 17,
Attachnment B, Page 39, the bottom Can you
read your testinmony beginning wwth, "It is

t he normal standard..."

"It is the normal standard for the Public
Uilities Conmi ssion to review our actions
and our decisions, and it's done in

hi ndsight. So it certainly presents business

ri sks, as you mght have a difference of
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opinion. W mght think we nade a good

deci sion. Sonebody el se m ght think we made
a bad decision. But | think the Comm ssion
has found over and over again that we're
maki ng good decisions. But yes, that's
normal course. And that's okay. W're
totally prepared for that, and we're totally
used to that." It goes on to the next page?
Yeah.

"What is difficult for us because, you know,
we're really -- whatever we do affects
custonmers. You know, we're a regul ated
conpany. W don't get market prices. W
don't get the profits that a nucl ear plant
gets when the market prices go up, you know,
or any other plant if it's not regulated. So
we have to be very careful, first of all,
because we have that scrutiny; second of all,
you know, it affects custoners. So we're
basically very conservative. W think we're
very innovative when it cones to things |like
wood burning or, like, cocoa bean shell
burni ng or, you know, renewable power. But

financially, we have to be very, very
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conservative, and we have to be very sure of
what we're doing, because if we're reckless
or if we're naking bad decisions, it wll
hurt and will conme back on us."

Ckay. Thank you. | wanted to you ask you
about another area that you testified about a
nunber of tines today, where you were

i ndi cating that by 2008 -- let ne knowif |
got the tinme franme right -- that you were
hal fway through the project, the six-year
project. Is that --

More or | ess, yes.

Ckay. And when you say that you were

"hal fway through the project,” what do you
nmean by that?

As we tal ked about earlier, commtnents for
contracts having -- doing detail ed design,
specifications, line up the work force, that
sort of thing.

But in 2008, had any mmjor construction begun
on the project?

Not that | recall. But the contracts had
been commtted to.

And as you sit here today, do you recall what
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conditi ons needed to be net before nmjor
construction could start?

No.

Are there any permts that you need to obtain
before maj or construction can start?

Yes.

And what permt would that be?

Local construction permts with the Gty of
Bow and air permts fromthe Departnent of
Envi ronnent al Ser vi ces.

And do you recall when that air permt from
t he Departnment of Environnental Services was
I ssued?

No.

Wuld it refresh your nenory if | gave a date
of March 20097

Wll, | would take your word for it. But
that wasn't a process that | managed.

Ckay. But you woul d agree that major
construction couldn't start until after the
permt issued.

I"mnot sure if all aspects of the project
could not go forward. Maybe part -- sone

aspects nay not have. |'mnot sure. There
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was site work going on at a early stage.
(Long Deposition Exhibit 18 marked
for identification.)
Showi ng you what's been narked as Deposition
Exhi bit 18.

MS. FRIGNOCA: And for the
record, it says Data Request Staff-01 on the
t op, dated Decenber 30, 2011. Q Staff-012,
Page 1 of 75. | did not copy all 75 pages.

These are just excerpts fromthat request.

BY Ms. FRI GNOCA:

Q

"Il give you a mnute to | ook through it.
Just have a coupl e questi ons.

If you go to Page 1, that says Page 1 on
the bottom of that exhibit, Page 1 of 2, do
you see across the top a tine |ine?

(Wtness revi ews docunent.)
On top of the page says "Public Service
Conpany of New Hanpshire, Merrimack Station,
Clean Air Project, June 2011 Legislative
Updat e. "
Yes.
And this is a document prepared by Public
Servi ce Conpany of New Hanpshire; correct?
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Yes, but not a data request that | responded
to, nor was | the one presenting this
i nf or mati on.
Ckay. And in that tine |line, do you see
where it says March of 2009, "DES issues the
scrubber construction permt"?
Yes.
So does that refresh your nmenory of the tine
frame that that permt would have been
answer ed?
Well, | accept that that's what it says.
And if you go further into that docunent,
woul d you pl ease | ook at Pages 8 of 43 and 9
of 43.

(Wtness revi ews docunent.)
| have it.
Have you | ocat ed t hen?
Yes.
Going to flip back first to Page 1 of 43,
just to indicate a date so we can put this in
reference. This appears to be a slide show
put together by PSNH on March 31st, 2010.
Does that | ook correct?

Yes.
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And referring to Page 8 of 43, do you -- are
you | ooking at 2008 at this point?

If you want ne to.

Ckay. And you can see the costs there of
24.8 mllion?

Yes.

At that point in tine, did you do a review
that | ooked at the cost of going forward with
the project? Did you look at -- well, did
you do a specific review?

This is a budget. This is not a conmm tnent.
Thi s does not does reflect the work that had
been done up to 2008, 2009, "10, to line up
the work. This is the estinmated carbon
expendi tures. It may have included AFUDC
during -- year by year.

Ckay. So this report was done in 2010. But
t he nunbers that are showed under Cost By
Year are not accurate?

No. |'msaying those are -- |I'mjust naking
a clarification. Those are expenditure
dollars. Those are not comm tnent doll ars.
We had di scussion earlier about commtnents

t hat had been nmade wth ot her | awers asking
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questi ons.
(Di scussion off the record between

counsel for CLF.)

BY Ms. FRI GNOCA:

Q

>

So what is the basis for your statenent on
what is commtted costs?

Costs that you expect to incur, work that you
commtted to have perforned, but the work has
either not been perforned yet or the bills
have not been paid for that work.

So, looking at this chart of estimated costs,
how do you know how nuch of that nopbney was
conmitted to the project?

The project team knew that, had that

i nformati on.

And did they report that back to you?

| have seen it -- | had seen it, yes.

Is the commtted cost the cunul ati ve cost

bel ow?

No. The cunul ative cost is just sinply
accumul ati on of the nunbers above that you
referred to. The commtted cost would foll ow
a different pattern.

Ckay. Can you tell me how |l ong you're
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financi ng the scrubber for?
The financing's conplete. The scrubber's
conpl et e.
So there's no --

(Court Reporter interjects.)
There's no | oans or anythi ng outstandi ng on
t he scrubber?
Oh, loans. It's a -- there's not specific
project financing. There's overall general
corporate financing. So, we have a series of
di fferent bonds, financial instrunents that
change fromtine to tine. They have
different | engths and durati ons.
And did you do any anal ysis of the energy
prices over the life of those | oans and
bonds?
' m having difficulty nmaking the connecti ons.
Energy prices are i ndependent of those bonds.
Did you ook at the viability of the plant
runni ng as a basel oad plant over the life of
t he | oans?
We haven't | ooked at the plant, per se. As
agai n di scussed earlier, we did sone

financial estimates of the different

SUSAN J. ROBIDAS, N H LCR/ RPR
(603) 622- 0068 shortrptr @oncast. net




© 00 ~N oo o b~ w N P

NN NN R R R R R R R R R R
A W N P O © 0 ~N O O M W N B O

GARY LONG - 9/16/13

211

scenari os, what the inpact on custoners would
be. | think that's -- but that's a different
anal ysis than the one | think you're talking
about .
Ckay.

(Di scussion off the record between

counsel for CLF.)

BY M5. FRI GNOCA:

Q

At any point over the six-year course of the
scrubber project, did you consider
di vestiture?
Qut si de of the scrubber project? Because the
topic of divestiture conmes up periodically --
No, I'mtal king about in relation to
Merrimack. Did you consider divesting?
Maybe ask to seek clarification on the
question. |I'mtrying to understand the
questi on.

Not as part of the scrubber project, no.
The topic of divestiture cones up once in a
whil e, and certainly we had di scussions with
external parties about that.
Ckay. And when the topic came up of

di vesti ng over the course of the scrubber
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project, was that in relation to Merri nack
Stati on?
| think it extends to our whole fleet. There
was reference earlier today to a billion that
preceded the bill that ended up bei ng enacted
in law, and we thought that that woul d have
or could have forced retirenent or
divestiture prematurely. But no, | think we
view the project -- we view our fleet as
bei ng very much in custoner's interests.
Ckay. |I'mnot sure | quite followed all of
your answer. So | apol ogi ze.

When you had divestiture di scussions, do
you renenber the years during which you had
t hose di scussions? And |I"'mputting it in
relation to the years of the scrubber
project. During, say 2006, did you have
di scussi ons about divestiture of Merri nmack
Station?
The answer in 2006 is no.
20077
| don't think so.
2008?

That m ght have been the tine when the
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| egi sl ature and sone of the opponents m ght
have brought up the subject. So there could
have been sone external discussions around

t hat .

Was it sonething that you considered as a
managenent option?

Every view that we've had of the plants, we
viewed themto be valuable to custoners. So,
no, we never went down that path.

Ckay. So you never went down that path in
"09. Just to save us tine, did you at any
poi nt between -- I'msorry. In '08. D d you
at any point in '08 and conpletion of the
scrubber consider divestiture of Merrimack

St ati on?

We never had any indication that it should be
considered. W continued to see value. Even
t oday, we continue to see value in our fleet,
In our units, and froma custoner risk
perspecti ve.

And based on what analysis do you rely to see
-- to continue to see the value in Mrrimck
St ati on?

It's not an analysis. It's all of the risks
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t hat New Engl and faces today, faced back
then. [It's the econom c anal ysis which
showed it to be in custoners' interest. It's
our knowl edge of a -- that there's a very
volatile, risky market out there. It's, you

know, any nunber of factors.

So |l take it, then, if |I ask you if you
considered retiring the plant during that
sane tine frane, your answer would be no?
No, did not consider retiring. W have
retired plants in the past. But there's no
i ndication that that would be in custoners'
I nt er est.

That it would be in custonmers' interest to
retire Merri mack.

Yes.

I am done. Thank you very much for your

pati ence.
Thank you.

MS. RCSS: Al right. It is
ten after three. | would suggest we take a

break now and then naybe cone back at 3: 30.
And we have one | ast questioner, Zack Fabi sh.

(Brief recess taken.)
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| have hopefully a small handful of questions

that are followup from sone things that
peopl e were tal king about earlier and then a
slightly | arger handful of questions of ny
own. So, two handsful -ish of questions that
hopefully won't take too | ong. But |
appreciate your tine and -- yeah, so let's
get into it.

| think earlier today, do you recall a
question M. Patch asked, essentially asking
you what hypothetically you woul d have done
if the, | believe the acronymwas the RaCC
had not approved the $457 mllion? Does that

sound - -

A. Yeah, | renenber sonething |like that.

Q Ckay. Geat. D d you -- sort of flipping
the question a little bit, not asking you a

hypothetical. Going into the presentation
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for the RaCC, had you planned for a
contingency in which the RaCC did not approve
t he -- what you were asking?

I'"mnot sure if | caught your question. Wat
woul d | have done if the RaCC did not --

No. No. Sort of like, you know, rewi nd the
tape to before you gave the presentation.

At that point in time, were you
thinking -- essentially, you know, did you
have the thought process associated with the
i dea of what do | do if this doesn't get
approved?

No, | really worked through that scenario.
You know, as | stated repeatedly, the way --

we take the | aw very seriously. And, you

know, | call us a "conpliance conpany." So
we were -- nmanagenent had the obligation to
comply with the law, and I had -- | and ny

team had the obligation to follow the

Nort heast Utilities process for seeking
funding. And as long as we did our job, I
didn't consider a scenario where it wouldn't
be approved.

So you did not plan for --
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(Court Reporter interjects.)

Sorry. | had ny hands...

So you did not consider that scenario.
No, and it didn't occur.
Ckay. Wuld it have been possible for the
RaCC to reject the proposal ?
No. | nean, | think the role was one of:
Are we proceeding in conpliance with the | aw?
Are we doing it in a well-nmnaged way? You
know, whether it's the RaCC or -- had
questions about the board of trustees or
nyself, all of us were subject to the sane
law. And it was the higher authority. So I
beli eve that that whol e process was wel |
awar e of what the state had directed.
So in sone ways it sounds |like a pretty
| ow pressure presentati on.
Well, I -- no, | don't knowif |I'd go that
far, because we would be chal |l enged to have

considered all aspects of construction and

conpliance. W would have -- you had to
present -- obviously, you have to present
well to -- if we were not able to explain or
informthat commttee, |I'm sure they would
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have sent us back to do nore worKk.
Ckay. So you testified earlier that the
scrubber project -- | think this was in the
context of testinony you gave concerning the
difficulty of pricing it -- that it was not a

sul fur-reduction scrubber, but it was a
mercury-reduction scrubber. |Is that an
accurate sunmmary of what you sai d?

Yeah, | think it's cl ose. It was --
obviously, it was intended to conply with the
| aw regardi ng nercury reductions. | think
the thing that excited our environnental

regul ators, often referred to as a "two-fer,"
meani ng that in the process of reducing
mercury, you would al so substantially reduce
sulfur. And so that was definitely viewed as
a positive anongst the parties who supported
it, which obviously included CLF, Sierra dub
and others -- although they wanted it done
sooner, | should clarify.

So a series of questions here that | think
I'"mgoing to start off kind of broad, but
they will be getting to a focus. So |I hope

you'll just bear wth ne.
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MR. FABI SH: You, too, as

wel | , Bob.

BY MR FABI SH:

Q

So, just thinking about environnent al
conpliance generally, does PSNH forecast

envi ronnent al conpliance costs?

No requirenents. | would say, obviously, as
part of our budgeting process we devel op what
we call our operational plans. [It's any
known rules we have to conply with are
certainly put within our budgets.

And so could you tell ne what you nean by
"known rul e"?

Rul es that exist, that are in place, that are
enf or ceabl e.

So a draft rule, would that fall into that
category?

Not necessarily. Otentines, draft rules
have a | ong ways to go and oftentinmes don't

ever becone rul es. So that wouldn't be --

you know, again, it's just a draft. It's
just a thought. It would have a long way to
go, Sso...

So in that case, draft rules are not
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sonething that's considered as part of this
envi ronnent al conpliance cost forecast then.
It's certainly followed. It's certainly
nonitored. But it's a draft. So it would be
specul ative to -- it be speculative. So, you
know, it would be included perhaps as a risk
factor or sonething to | earn nore about. But

when setting a budget, we go with what's
known.

So when you say "risk factor," does that go
i nto the budget?

No.

No? Okay.

So, things that you do regarding the
known, existing rules, who at PSNH does that,
that forecasting, or does that pricing of
conpl i ance?

Well, the area that's inpacted. If it's a --
if it happens to be a rule, for instance, on

PCBs on transforners, if there's sonme sort of
new rule that requires us to repl ace those,

it would be what | referred to earlier as the

energy delivery area. |If it's in the

generation area, then it would be sonething
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t hat woul d be tracked and nonitored by our
gener ati on rmanagenent .
Ckay. And is this a formal process or an
i nformal process?
I should add, also, there's an environnental
group within Northeast Uilities that
noni tors environnental regul ati ons and
conpliance. So they would also tend to
noni t or devel opi ng rul es.

And your question was?
Now | have to renmenber ny question. So |et
me go back to what you just said before |I get
back to nmy ot her question.

So there's a group at Nort heast
Uilities that does this. And is that
i nformation prepared on a regular tinme period
and shared with subsidiaries |ike PSNH or --
how does that information get from Northeast
Uilities to PSNH?
As col | eagues, they may participate in
nmeeti ngs, discussions. | think the
envi ronnental group issues their own reports
that may or may not include aspects of PSNH.

It's shared. It's sonething that's shared
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internally.

Ckay. So then, this gets to the question
that | asked but we both forgot -- but |
witten down, so we're good -- is this a
formal process or an informal process? And
maybe before you answer that question, ['II
unpack it just a little bit.

So, essentially what I'masking is, you
know, does this happen -- like is it once a
quarter or once every six nonths? Does the
envi ronnental conpliance group -- do they
say, "Here's our report. This is what we
think is coming. Here's what everyone shoul d
be thinking about in terns of forecasting
conpliance costs"? O is it a much nore -- a
process where folks are participating in
neetings, and it's nore sort of ad hoc?

It's a conmbination of the both, | would say.
Il give you an exanpl e.
There are manufactured gas cl ean-up

sites around Northeast Utilities. And t hat

group wi Il manage the clean-up of those
sites, and they'll issue a report -- |
believe it could be every quarter or so -- on
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what's the status of that clean-up activity
and progress. So that would be an exanpl e of
a periodic report that the environnental
group of Northeast Utilities would issue.

But that's not the only comruni cati ons.

Qobvi ously, they would work with the Conpanies
that they're servicing. So they're part of a
service conpany, Northeast Utilities Service
Conmpany. So they're servicing all of the
conpani es, and PSNH bei ng one of those. So
they would actively work with that group. |If
it's a spill clean-up, they'll issue reports
on the incident and the resolution of that
spill and clean-up, for instance. So they do
I ssue reports. W have daily

notifications -- we call them "environnent al

I ssues” -- that are shared very w dely.

Does PSNH ever request specific pieces of
information fromthis group?

We certainly can request services of
contractors to help us with a cl ean-up.
That's not a -- they have their own staff in
New Hanpshire, that's assigned to New

Hanmpshire, to help the operational people
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with environnental matters there. If they

have expertise in that group, our generation

group can ask them for services, for help.

Sure. But | ooking nore specifically than the

general sort of services that are provided,

does PSNH ever ask this group for information

pertinent to environnental conpliance cost

f orecasti ng?

Agai n, you know, I'mtrying to answer the

question in the context that it -- we have

different parts of our conpany.

Sure.

And, you know, of course, the subject today

IS our generation group. So our generation

group has their own scientists and conpli ance

personnel because PSNH s -- |'ll say this

W th exception -- it's the only conpany --
(Court Reporter interjects.)

-- the only conpany within Northeast

Utilities that has generation, and therefore,

that's where a |l ot of the expertise |lies.

There's sone sol ar generation in

Massachusetts, but a different set of

envi ronnental regul ati ons on that.
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Ckay. And so earlier you said that when
doi ng envi ronnental conpliance cost

forecasting, draft rules aren't regarded.

They're highly studied. They're nonitored.
But what | was trying to indicate earlier,
they are a work-in-progress, so to say. So
they' re speculative as to how they nmay end up
and when.

And so, when | ooking and doing the highly
regarded and the nonitoring of draft rules
and forthcomng rules, is that done by fol ks
internal to PSNH and/or Northeast Uilities,
or outside consultants?

MR. NEEDLEMAN: I want to
object at this point. | don't see how any of
this line of questioning is relevant. And
it's certainly not information that's
uniquely within Gary's purview. This is al
stuff that could have been asked i n another
cont ext .

MR. FABISH: So where |I'm

going with all of thisis, I"'mtrying to get
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a picture of what was bei ng eval uated duri ng
the tine frane when the scrubber project was
under consideration in the early stages of
putting it out to bid and securing contracts
and permts, and what sort of environnental
conpliance cost issues were in front of the
conpany and how t hey were bei ng regarded and
how t hey were bei ng eval uat ed.

M5. ROSS: And | would
encourage you to get to those questions.

MR. FABI SH: Yeah, |'m just
about there.

M5. ROSS: But | will allow
t hat general questioning for background

pur poses.

BY MR FABI SH:

Q

Wll, let's goright to it.

In 2007, what sort of potenti al
envi ronnental conpliance costs, aside from
t he Scrubber Law, was PSNH consi dering for
Merri mack?
Wll, as | indicated earlier this norning, in
sonme of the sensitivity anal yses that were

presented to the RaCC Conmttee, there was --
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you know, there was a testing of the
sensitivity of new environnental rules, |
think in the area of water.

And that was, | think, what? Exhibit 5,
page... that's right, 'cause there's, |ike,
two different sets of nunmbers on these pages.
Page 13 of 50 I think was the one that was
identified earlier.
Yes.
So, a coupl e of questions about this.

First of all, how was this $30 mllion
figure arrived at?
That's not ny nunber. | didn't derive the
nunber. | can't tell you.
Ckay. So that's speculating. You have no
I dea.
That's not ny nunber. This is an analysis
t hat was perforned by others.
Sure. So why were water conpliance -- well,
| et nme back up.

So, | ooking at this page under the
Unl i kel y/ Low case | egend, it says cooling
tower addition, dollar sign, 30M-- 30
mllion. This was included in a presentation
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concerning the Cean Air Project for what
reason?
Well, specifically, this analysis is about
Merrimack Station, and just as another
financial consideration in the scenarios that
were considered, as a separate -- obviously a
separate requirenent fromthe state's mandate
on the scrubber and, as you indicated
earlier, you know, not yet a requirenent.
So this presentation, just so | understand,
under the financial scenarios, different
costs posed to Merrinmack were consi dered as
part of this anal ysis?
Yes.
Is there a reason -- | assune there is.

Is there a reason why it was j ust
Merrimack and not PSNH generally?

Because that was where the scrubber was being

I nstal | ed.

Sure. But | think -- and maybe because |I'm
not a finance guy at all -- earlier you

were -- in response to a question about, and

|' m probably going to garble it, but in

response to the financing of the scrubber
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project, you were tal king about bonds. And I
think perhaps | msinterpreted this. But ny
under st andi ng of what you were sayi ng was

t hat the bonds were conpany-wi de. |s that
correct? That essentially the financing for
proj ects cones from --

Ceneral financing, yes. What | indicated was
this was not specific project financing. It
was just part of the overall capital
structure of PSNH.

Hrm hmm  Okay. So the overall capital
structure of PSNH i s not sonething that goes
into this particular analysis here in

Exhi bit 5, on Page 13 of 50.

This analysis, again, | didn't do it, but I
woul d assune includes | evels of investnent
and then a return on investnent. And | would
suspect that the return on investnent is our
average cost of -- and our debt structure,
which is for the whol e conpany.

Ckay. So, in regarding potenti al

envi ronnental conpliance costs, does PSNH

| ook at what's going on with the permtting

in other simlar industries?
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If that industry is electric generation or,
you know, boilers, industrial boilers, that
woul d be a -- the answer would be yes. But,
you know, it has -- it's much related -- |
want to say, site-specific. So what happens
In one area of the country or in one type of
power plant may not be applicable to our
ci rcunst ances.
Sure.
| would say the permts are very specific to
the plant, the plants that we operate.
So, again, keying a little bit off of this
exhi bit here, Merrimack is a thing that burns
coal, has a cooling water system right?
Yes.

(Court Reporter interjects.)
And are you aware of what type of cooling
wat er system Merri nack has?
Yes.
| guess I'Il follow up. Wat would that be?
The cooling water is taken fromthe Merrinmack
Ri ver, condenses to steam put into a pond
t hat has spray nodul es, and then eventually

back into the river.
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And that's the systemthat it's had -- at
| east had in the 2000s, right, and conti nues
to have today?
Yes.
Are you famliar with the facility called
Brayt on Poi nt?
I wouldn't say I'mfamliar with it. | know
It exists. | knowit's in Massachusetts.
Ckay. That's probably good enough.

If | said the word "NPDES, " does that
have neaning for you? N P-D E-S.
Ilt's a-- 1 knowit's a permt.
So woul d you understand that to be an acronym
for National Pollutant D scharge Elimnation
Syst enf
Yes.
Ckay. Merrimack has a NPDES permt; correct?
Yes.
Is it your understandi ng that NPDES permts,
in part, govern cooling water --
Yes.
-- for facilities such as Merrimck?
Yes.

Are you famliar with the NPDES permt for
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Brayt on Poi nt?

No.

Any famliarity at all?

No.

No? Never heard of it before?

Heard of it?

That's the low threshold |I'm establi shing.
W'll start fromthere and then build.

| mean, environnmental permtting is not ny
expertise. Not sonething | do at PSNH It's
sonet hi ng our generation team does. So, no,
I"mnot famliar wth Brayton Point's
permts. | am not.

Ckay. So if | told you that Brayton Point's
NPDES permt required it to essentially
convert from open-cycle to cl osed-cycle
cooling, is that a piece of information that
woul d be surprising to you?

No.

No. Ckay. Were you aware that this permt
was i ssued -- are you aware of when this
permt was issued?

No.

If | said it was issued in the early part of
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2000s, would that be a surprise to you?
I would take your word for it. [It's not
sonmething | know directly nysel f.
Sure. In thinking about the financing, the
financial scenarios for the scrubber project,
for the Cean Air Project, as part of the
presentation to the RaCC, or as part of the
gener al deci si on-nmaki ng concerning the
project, did the NPDES permt for Brayton
Point enter into that analysis at all?
Not in this presentation to the RaCC
Ckay. Was it sonething that was consi dered
as part of the analysis, to your know edge?
Again, as | stated earlier, these permts are
very site-specific. And so | know
personally did not regard it as relevant to
the permts at Merrinmack Station. \Whether
others were aware of it and to what detail,
don't know.
So you personally -- okay.

So the scrubber was designed to achieve
conpliance with the nercury reduction | aw

(Court Reporter interjects.)

Yes.
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And that, therefore, was designed to achieve
an 80 percent or better reduction in nercury
over the course of -- on an annualized basis.
I'"mgoing to kind of say a qualified yes,
because the consi derati on was for our whol e
fleet --

(Court Reporter interjects.)
That included our entire fleet, which
i ncluded Schiller station, coal plants. So
80, 85. It's -- 1 don't -- you know, 1|'I
take your word for it. But it's in that
vicinity. And then also goals for reduction
of sul fur dioxide.
So was the scrubber designed to hit a certain
SO2 em ssion rate?
I think we had an objective in mind to reduce
it. | can't renmenber if it nmanifested itself
in a permt or not.
But did that -- you said you had a goal. D d
this goal factor into the bidding process for
the requirenents for scrubber construction?
Yes. The specifications that | referred to
earlier were specifications for vendors to

neet the requirenents of the | aw.
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And just to close the loop on this |ine of
questioning, and then I'lIl nove on, those
requi rements were nercury reduction with --
Yeah, ' mthinking about nercury reductions

particularly.

Al right.
You know -- well, okay, I'll stop there.
So if | understand sone of the materials

correctly, one of the things that was

di fferent about the scrubber project at
Merrimack is that the two boilers are
different sizes; is that correct?

Yes, and a single scrubber woul d be used for
both units.

I's there sonething called "bypass node"?

| recall sonething al ong those |ines.

Coul d you explain, to your know edge, what
bypass node is?

Be a | ayman's expl anati on.

That's good enough for ne.

That you have to bypass parts of equi pnent,
per haps the scrubber, at sone tine or

anot her .

Ckay. And sonetine or another, the |evel of
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detail as to when that option would be used,
woul d be the best that's consistent with your
know edge ri ght now.

That's about as far as | can go with it. You
woul d have to talk with the generation staff
to give you nore informati on on what the

equi pmrent can do and why.

Ckay. |If | say the words "Nati onal Anbi ent
Alr Quality Standard," does that nean
anything to you?

' msure |I've heard of it before. It doesn't
relate to the work that | do specifically.
Sure. |If | say the acronym "NAAQS,"
N-A-A-Q S, does that trigger anything?

Not rmuch.

Not nmuch. Are you aware there is a NAAQS for
sul fur di oxi de?

A NAAQS?

A National Anbient Air Quality Standard?

| wouldn't be at all surprised.

All right. So, aside fromthe bid in

Exhi bit 5, financial scenarios talking about
the cooling tower addition, $30 mllion

during 2007 in connection with the scrubber
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project, were potential cooling tower

requi renments for Merrimack consi dered as part
of the analysis of the scrubber project?

I think this analysis where you see the

fi nanci al aspects of it show up, our
generation group is well versed in that
subject matter, and |I'm sure they woul d have
been famliar with all aspects of the status
of those requirenents.

But to your know edge, though --

Wll, to ny know edge, it was a closely
noni t ored subj ect by our generation group.
And was it considered as part of the analysis
of the scrubber project?

Well, the analysis that you see, it was
considered in sone of the risk profiles, the
scenari os that were anal yzed.

Ckay. Was the sul fur dioxide national
anbient air quality standard consi dered
during the analysis of the scrubber project
in the 2007 to 2009 tine frane?

| would say those things are constantly

noni tored and anal yzed by our generation

group, certainly for ongoing conpliance, and
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t hen, shoul d they change, what does that nean
to us and our custoners.

MS. CORKERY: ' msorry. I
can't hear.

(Record read back.)

BY MR FABI SH:

Q

Duri ng the scrubber project -- during

anal ysis of the scrubber project, say in the
2007 to 2009 tine frame, was a potenti al
requi rement for hourly emssion limts of

sul fur di oxi de consi dered?

Ckay. Just for clarification. The
announcenent of the scrubber project -- |
nmean, it was a |l aw, not necessarily an
announcenent. But, you know, again, sane
sort of answer. Did our generation group
noni tor such stuff? Yes, they did.

And was it considered as part of the analysis
of the scrubber project?

| think the analysis speaks for itself as to
what's in there.

Soif | said -- is it a fair summary of your
testinobny just now to say no, with

qual i fications?
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Probably a better way to think of it is we
believe we then -- part of the scrubber
project would be in full conpliance with all
envi ronnental regul ati ons.

But if I were to ask you if this specific

t hi ng was consi dered, whether or not the need
to conply with hourly sul fur dioxide em ssion
limts was considered as part of the scrubber
proj ect analysis --

| guess, again, you know, |I'm not the expert
in all the detail of environnental

permtting. But obviously we felt very
confortable that were conplying with all | aw,
wWth our permits and with the requirenments.
If you're suggesting there m ght be different
ones in the future, then that woul d be

specul ative and --

"' m not .

-- not part of conpliance. You know, we
under st ood and believed that we, wth the
scrubber, would be in conpliance with state

| aw and all other regul ati ons.

So | guess, setting aside -- well, if I were

to rephrase that question that | just asked,
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I would ask it, to your know edge, and then
ask you to exclude the caveat that -- yeah, |
know this is getting conplicated. Let ne
just try this. Strike all that and let ne
try this again.

So the next question I'mgoing to ask is
as to your know edge. And so | understand
t hat you' ve already answered that you have
sort of a high-level picture and assunption
about what considerati ons were nmade by ot her

folks involved in this analysis. But to your

know edge specifically -- and, you know, it's
fine if the answer is no -- to your know edge
specifically, was the need for hourly -- or

for conpliance with hourly sul fur dioxide

em ssion limts analyzed as part of the
scrubber ?

Yeah, you know, | was aware that that was a
topi c of discussion in environnenta

regul atory, you know, places. But | was al so
of the full understanding that we were in
conpliance with all law and our permts.

If Merrimack has to install a closed-cycle

cooling system such as cooling towers, what

SUSAN J. ROBIDAS, N H LCR/ RPR
(603) 622- 0068 shortrptr @oncast. net




© 00 ~N oo o b~ w N P

NN NN R R R R R R R R R R
A W N P O © 0 ~N O O M W N B O

GARY LONG - 9/16/13

241

would that do to the cost of generating
electricity at Merrimck?
I don't know. And, you know, it's obviously
not the circunmstance today, and could be far
enough in the distance future, if ever. Lots
of things will change between now and t hen.
So it's really not sonething, you know, |
could lend an opinion on at this point.
So, open universe of possibilities as to what
could happen if Merrimack had to instal
cooling towers.
You know, the question -- the statenent was
"if." And, you know, it's a specul ative
thing. There are nmany variables in our
busi ness. That's one. You know, your own
organi zati on has a "Beyond Natural Gas"
canpai gn going on that is chall enging
fracting and chall enging the increased use of
natural gas. That could be far nore
significant to the energy prices in New
Engl and than a cooling tower, if they were
ever even required.

So ny point is, as we tal ked about

earlier, fuel prices could be far nore
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significant than other things. It's a very
significant factor. And your organi zation's
actions, if you re successful, will certainly

result in higher prices.

How about if | ask you the sane question, but
| say "all else renaining equal"?

| can't accept an "all el se remaining equal™
because that's --

Even as a thought experinent.

Wel |, because it doesn't exist today.

There's no requirenent today for cooling
towers. So you're saying -- you know, it
coul d be any nunber of things. |If costs go
up, you know, is that difficult? Yes, it is.
If costs go down, that's nore beneficial. So
it's a pure hypothetical. You know, yes, if
costs go up, it's not sonething we | ook
forward to. |[If market prices go up, that
changes the relative standi ng of the plant,
for sure. |If gas prices go up, which is what
TransCanada i s forecasting, what your

organi zati on seens to be wanting to achi eve,
that will nake the econom cs of Merrinmack

Station increase rather radically.
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So a nonment ago you said "beneficial,"” and I
think you said "detrinental” with regard to
what woul d happen if costs went up. Could
you explain in a little bit nore detail what
you nean?

I think you were asking ne a hypothetical,
generic question. And, you know, if costs go
up, iIt's not sonething, you know, | think as
a business we like to see. But there are --
at the sane tine, people want to be provi ded
with electricity and reliability and cl ean
air. And all those things do cost. So

it's -- soneone used the word "bal ance”
earlier today. So it's balance of all of

t hose consi der ati ons: Reliability,
reasonabl e costs, environnental stewardship,
conpliance, diversity of fuel, you know,
serving custoners overall, econony, jobs. |
nmean, there's a whole lot of factors that go
I nto our busi ness.

Sure. So | think a nmonent or two ago -- and
| apologize. It's the end of the afternoon,
so I'"'mnot as sharp as | could be otherw se.

Just want to throw that out there.
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So you said that because there's so nany
other factors, it would be speculative to
opi ne as to what m ght happen if a
requi rement for the construction of cooling
towers at Merrimack Station were inposed. |Is
that a fair recollection of what you sai d?
No. | think it's fair to say that if cooling
towers were nandated, in sone way required,
that it would add to the cost. But if that
were to occur, it seens to be far off in the

di stance. And what I'mtrying to indicate is

that a lot of things wll change between now
and then. Again, if | believe your work,
your organi zation and TransCanada, we'l| have

much hi gher natural gas prices by the tinme we
get there, and its economc feasibility wll
be | ooked at at that tine.

Ckay. So, aside from you know, the

Exhibit 5 thing that we've been tal ki ng about
quite a bit, that cost associated wth a
requi rement to construct cooling towers at
Merrimack Station, that was not sonething

t hat was consi dered as part of the analysis

of the scrubber project in the 2007 to 2009

SUSAN J. ROBIDAS, N H LCR/ RPR
(603) 622- 0068 shortrptr @oncast. net




© 00 ~N oo o b~ w N P

NN NN R R R R R R R R R R
A W N P O © 0 ~N O O M W N B O

GARY LONG - 9/16/13

245

time frane.
Well, as | stated earlier, it was sonething
t hat was anal yzed in scenari os as part of
trying to understand the inpact of costs. |
don't know what the | egislature considered
when they nandated it and how t hey m ght have
consi dered ot her things, but...
Sure. No, and just to clarify, when I'm
aski ng a question, |I'mnot asking you and
not -- to specul ate about what the
| egi slature and its various nenbers m ght
have been thi nking, 'cause who knows what
t hat was.
Let ne just take another nonent, but |
think the payoff will be pretty good.
(Pause i n proceedi ngs)

' m finished.
Thank you.

MS. RCSS: Thank you. Thank
you all.

(Deposition concluded at 4:21 p.m)

SUSAN J. ROBIDAS, N H LCR/ RPR
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CERTI FI CATE

|, Susan J. Robidas, a Licensed
Short hand Court Reporter and Notary Public
of the State of New Hanpshire, do hereby
certify that the foregoing is a true and
accurate transcript of ny stenographic
notes of the deposition of GARY LONG who
was duly sworn, taken at the place and on
t he date herei nbefore set forth, to the
best of ny skill and ability under the
conditions present at the tine.

| further certify that I am neither
attorney or counsel for, nor related to or
enpl oyed by any of the parties to the
action in which this deposition was taken;
and further, that | amnot a relative or
enpl oyee of any attorney or counsel
enployed in this case, nor am| financially

interested in this action.

Susan J. Robi das, LCR/ RPR
N.H LCR No. 44 (RSA 310-A:173)
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ERRATA SHEET
I, GARY LONG do hereby certify that |
have read the foregoing transcript of ny
testinony and further certify that said
transcript (w th/w thout) suggested
corrections is a true and accurate record
of said testinony (with the exception of
the foll owing corrections):
Page & Line No. Correction
GARY LONG
Subscri bed and sworn to before ne this _ day of
, 20

Not ary Public

My Comm ssi on EXxpires:
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