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PROCEEDI NG

CHAI RVAN BURACK: Good norning. |I'm
going to call to order today's hearing, which is a
continuation of the hearing process in State of New
Hanpshire Site Eval uati on Comm ttee Docket Nunber 2009-02,
Application of Laidlaw Berlin BioPower, LLC, for a
Certificate of Site and Facility for a 70 nmegawatt bi onass
fueled energy facility in Berlin, Coos County, New
Hanpshire.

My name is Tom Burack. | serve as Chair
of the Conmmittee, in light of ny capacity as Comm ssi oner
of the State's Departnent of Environnental Services.
Because there are a few new faces in the room here today,
| amgoing to ask the nenbers of the Commttee who are --
or, the Subcommttee who are present to introduce
thenmselves. | will note that one of our nenbers has been
del ayed, due to sone travel issues. | expect he will be
here within approximately the next half hour. So, ny plan
here is to try to get through a nunber of procedural
I ssues prior to the arrival of our one m ssing nenber.
And, ny hope is to be able to put off the continuation of
the actual testinony and exam nati on of w tnesses until
our other menber has arrived.

Having said that, | would now entertain

{ SEC 2009-02} [Day 6/ AM Sessi on only] {09-10- 10}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO O WDN -~ O

a notion by the Applicant. M. Needl eman.

MR NEEDLEMAN: Thank you, M. Chair.
The notion pertains to a request for treatnent --
confidential treatnent of a particular docunent that we
submtted this norning. It requires a slight bit of
background expl anation. After the conclusion of the
hearing | ast week, the Applicant met with Public Counsel
and also with the State Forester to discuss the
sustainability condition that we had proposed. And, as an
outcone, as an outgrow h of that discussion, we reached
agreenment with the Public Counsel regarding that
condi tion, and have submtted, as an exhibit, a
stipulation to that effect, and have al so submtted an
anended sustainability condition that | think now has
addressed all of Public Counsel's concerns.

One conponent of that agreenent was that
we agreed to anmend a provision of the Cousineau Contract,
to deal with a particular supply issue. That anendnent is
one that the Commttee has before it, but it pertains to
sensitive market and commercial information. And, so, we
are asking that that anendnment be treated as confidential,
pursuant to the statute and consistent with the
Commttee's prior rulings.

CHAI RVAN BURACK: Thank you, Attorney
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Needl eman. So, it is your position then that the
information that you are seeking to have treated as
confidential by the Coommittee is information that woul d be
exenpt from public disclosure under the Ri ght to Know Law,
because it contains confidential conmmrercial or financial
information, is that correct?

MR, NEEDLEMAN: Yes, that's correct.

CHAI RVAN BURACK: Ckay. Have you
shared, and | do have a copy of your witten notion here
in front of ne, dated this norning, have you shared a copy
of this with all of the parties to the proceedi ng?

MR, NEEDLEVMAN: The notion?

CHAI RVAN BURACK:  Yes.

MS. VAUGHN:  Yes.

MR. NEEDLEMAN: Yes, we have.

CHAl RVAN BURACK: Ckay. | wunderstand
then that, Counsel for the Public, you assent to the
relief sought?

MR, BROOKS: Correct.

CHAI RVAN BURACK: kay. And, | also
understand you're representing that you have conferred
with the Cty of Berlin and they assent to the relief
sought ?

MR NEEDLEMAN:  Yes.
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CHAl RVAN BURACK: That's correct. M.
Rodi er, what is your client's position on this notion?

MR RODIER. Well, this, we wouldn't get
a copy of it. W got a copy of the Cousineau Agreenent,
as you know, it was redacted, but we wouldn't get a copy
of this. | really, you know, | really don't know what the
subject matter of it is, beyond the general description
that was given. But | would say this. Just generally
speaking, in this proceeding, we've tried to consent to
everything that we can. W have consented to a nunber of
noti ons.

But, | nean, this one here, | think
we're going to draw the line, and we're going to object on
the basis that, you know, 91-A is to protect confidenti al
i nformati on from being disclosed to the public. W're a
party to the proceeding. Yes, it's fair to say we're a
conpetitor. But we're a party. This anmendnent goes to
our issue, availability and sustainability. W cannot
exercise our right to litigate the issue, one of the two
I ssues the Commttee said was -- we had a substantia
interest in, if we can't see the docunent.

| think, |ike previously, you know, we
see things, you had a confidential session on the

Cousi neau Agreenent, | think that worked out okay. And,
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that's really, in ny view, you know, how this should be
handl ed. O herw se, we have, you know, we're asked to
being -- to object to sonmething we really don't know
about. But, in any event, | think we've got a right to
see sonething that goes to the heart of one of the matters
in this proceeding, so that we can deci de what we want to
do about it. And, there's nothing in what | am sayi ng now
that should be construed as trying to be obstructionists,
because we' ve done everything we can in these hearings to
try to keep noving it along. Particularly, you know, very
targeted, concise cross-exam nation, and a | ot of
concur r ences.

So, for those reasons, CPD respectfully
obj ect s.

CHAI RVAN BURACK: Thank you. Thank you,
At torney Rodi er.

MR, NEEDLEMAN:. M. Chair, nay |
respond?

CHAI RMVAN BURACK: Yes, you nay.

MR NEEDLEMAN: W appreciate
M. Rodier's concerns. But | would point out that we nade
an effort to only redact those portions of the Cousi neau
Contract that we truly believed were highly sensitive and

i nvol ved conpetitive information. And, we did provide the
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rest on a confidential basis to M. Rodier and his client.
Had this provision originally been in the contract, it
woul d have been redacted as well for precisely the sane
reason. So, we think we have addressed all of their
concerns. And, we don't believe that treating this narrow
provi sion as "confidential" would do any violence to his
ability to represent his client adequately, nor would it
be in any way inconsistent with the prior decision that
this Commttee has nade.

CHAI RVAN BURACK: Thank you. Thank you,

parties, for the argunents. |1'mgoing to take this notion
and the argunment under advisenent. |'mgoing to review
t he docunment in question in canera, and then I will nmake a

ruling |ater today on this particular notion.

Att orney Needl eman, do you have any
ot her procedural matters at this tine?

MR. NEEDLEMAN: Not hing that requires
Commttee action. Only to note that we have provided, in
addition to the sustainability condition and that
anmendnment, we have provided two other exhibits, 74 and 75,
whi ch are both affidavits; one from M. Kusche and one
fromM. R chnond. | don't believe that we have copies
for everyone yet, because they were just signed a few

m nutes ago, but we wll have copies shortly.
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CHAI RMAN BURACK: Thank you very nuch.
W will provide those to the Commttee and have them --
and be sure they're provided to the other parties as well,
we'll need to have them marked at an appropriate tine
her e.

Ckay. M plan for today is to get
through all of the remaining testinony, any additional
public coment, as well as closing argunents. My goal is
to adjourn by 3:30, or sooner, if all of our hearing work
is conpleted. Wiat I'd like to do nowis get a sense as
to whether there are any nmenbers of the public here today

who woul d |i ke to have an opportunity to nmake brief public

coment ?

CHAI RMAN BURACK: One, two, three.
Ckay. What |'mgoing to do, because we are still awaiting
the arrival of one of our Subconm ttee nmenbers, |'m going

to entertain this public coment now. Going to ask the
menbers of the public, who wsh to address the
Subcomm ttee, to please keep their comments very brief and
to the point. W wll be happy to receive any witten
statenents, in addition to your oral statenments here this
nor ni ng.

I will note for the record that | did

receive, | believe it was yesterday, by e-nail from one of
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t he peopl e who provided public comment at our | ast
hearing, M. Jasen Stock, of the New Hanpshire Ti nberl and
Owmners Association. He did submt a witten testinony or
a witten statenment, which is also or will be included as
part of the public comment file in this matter and, of
course, shared with all of the nenbers of the
Subcomm t t ee.

So, wth that, I would ask the
i ndi vidual s who raised their hands, if they would pl ease
just tell me their nanes one at atinme. Sir?

MR, SALTSMAN. Mark Sal t sman.

CHAI RVAN BURACK: Mark Sal tsman. And,
M. Saltsman, what is your affiliation?

MR SALTSMAN: | have no affiliation.
I'"'mthe Vice President and General WManager of Concord
St eam Cor por ati on

CHAl RVAN BURACK: Thank you. Gkay. Wo
IS our next public nenber?

MR BERTI: M nane is Robert Berti.
And, | am President of North Country Procurenent. It's a
fuel managenent conpany |ocated in Runmmey.

CHAI RVAN BURACK: Thank you. Ckay.
And, sir?

MR O LEARY: Mchael O Leary. I'mthe
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© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO O WDN -~ O

13

Ceneral Manager of Bridgewater Power Conpany.
CHAI RVMAN BURACK: \What was the conpany,

sir?
MR. O LEARY: Bridgewater Power Conpany.
CHAI RVAN BURACK: Thank you. Very good.
If we may, |I'd like to just take you gentlenen in the
order in which you've introduced yourselves. 1'll ask you

pl ease to cone forward, introduce yourselves again, spel
your nane, if you would please, for our court reporter.
And, again, please keep your comrents very brief, and we'd
wel come witten submttals as well.

You know what, what you m ght want to do
is sit right there at that table right by that m crophone.
I wll note for the record, by the way, that the Gty of
Berlin's counsel informed us that they did not expect to
be present today. Please proceed.

MR, SALTSMAN:. Thank you, M. Chair.
Menbers of the Conmttee, ny nanme is Mark Sal t sman,
spelled S-a-l1-t-s-ma-n. As | stated earlier, I'"'mthe
Vice President and General Manager of Concord Steam
Corporation. W're a local district heating utility here
t hat produces steam for use throughout the Cty, using
wood as a fuel source.

Oiginally, and 1'lIl try to be very
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brief, originally, |I had tried to keep nyself at an arnis
length fromthis entire project, because there is sone
affiliation. The President, ny business partner at
Concord Steam is associated with C ean Power Devel opnent.
So, | want to clarify that now But, quite honestly, what
has really rai sed concern on ny part, as | read testinony
fromearlier hearings here, is the fact that, while | was
greatly concerned with the sustainability of the wood
supply up in the northern region and the effect that that
woul d have on the other power producers up there that use
wood as a fuel source, that was quite troubling to ne to
begin with. But | really didn't consider it ny fight.
Because | was operating under the assunption that that --
that would nostly affect those plants up north. Those of
us in the southern part of the state or central part of
the state that were using wood woul d, while we woul d be
affected and woul d have to be concerned wi th what woul d
happen to the price and the availability of fuel sonewhat,
| really didn't see it as sonething that | needed to get
i nvol ved with, because | thought there was enough support
against this facility going in that it really didn't
concern us.

But now that |1've heard that there's a

contract with Cousineau, who operates essentially in our
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backyard, to bring fuel supply fromthe southern part of
the state and from Massachusetts and from ot her areas of
the southern part of the state, there's great concern on
my part. | believe this is going to severely affect our
ability to purchase, and at | east purchase fuel at a
reasonabl e price. Because, essentially, what you' ve
created here, if you allow this project to go forward,
which is way too big at 70 negawatts, if this project was
a 30 negawatt, a 20 negawatt project, | wouldn't be
sitting here today. | don't think nost of those who
oppose this project would be sitting here today. | think
the project's way too big for a single-point wood supply,
froma wood supply issue.

What we, essentially, what we create, if
we allow this to go forward, is one buyer, and | know it's
Laidl aw, but, effectively, it's PSNH. W' ve got one
buyer, with two plants, that will control well over
50 percent of the wood supply in the nmarketplace in New
Hanpshire. And, allowng themto have a contract with
Cousi neau t hrows anot her nonkey wench in the works. And,
| think it's going to create sone real problens for us to
continue to get wood supply at a reasonable rate. | have
ratepayers | have to be concerned for. And, |I think this

Is going to severely affect our ability to protect their
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interests. Because |I'mgoing to be subject to Cousi neau
openi ng that woodyard over there, and bringi ng wood from
the areas that | typically buy wood from we're pretty
good about staying within a 30-mle radius, sone of it nmay
reach out to 50 now and then, but, generally speaking,
nost of our wood cones fromreasonably close to this
facility. And, wth Cousineau opening that yard, it's
going to create a real difficulty for us to conpetitively
buy wood, wi thout chasing the price. And, the price wll
go very high, I can guarantee you that. W' ve been doing
this, Concord Steam has been doing this for 30 years. W
know t he wood nmarket. We know how it operates. And, |'m
telling you folks today to carefully consider this,
because it's going to create a real issue. And,
basically, you're creating a nonopoly, if you allow this
to go forward, at least it's going to be an oligarch.
And, | don't think it's going to be good for New
Hanpshire, and | don't think it's going to be good for the
forests, and | don't think it's going to be good for the
ratepayers of this state, our ratepayers and PSNH s
r at epayers.

So, | just would Iike to bring those
i ssues forward. And, thank you for your time and

consi der ati on.
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CHAI RMAN BURACK: Thank you very nuch,

M. Saltsman. We'd now like to call upon M. Robert

Berti.

MR BERTI: |'ve got -- it's basically a
outline of ny testinony. | didn't -- you may wish to
fol | ow

CHAI RVMAN BURACK: Thank you. These are
copi es for us?

MR BERTI: Those are copies for you.

CHAI RMAN BURACK: Ckay. This will be
made part of the public comment file in this proceedi ng.

MR BERTI: Not knowing -- ny nanme is
Robert Berti. That's spelled B-e-r-t-i. And, | am
President of North Country Procurenent. That's a fuel

managenent conpany located in Rutmey. W' ve been in

busi ness now for about 25 years. | have given you an
outline of ny background. |1'ma licensed forester and a
i censed surveyor in the State of New Hanpshire. | hold

degrees fromthe University of Massachusetts and the

Uni versity of New Hanpshire. | have served on severa
boards in this state. As a forester, | own a conpany
call ed "FORECO', whi ch manages 45,000 acres of land in
both New Hanpshire and Vernont. One of our clients is the
City of Concord.
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The conpany that | work for, besides
arranging for the fuel contracts, we're not brokers, have
done fuel resource studies and analysis, and |I've outlined
those in the outline. They include conpanies such as
Bet hl ehem Power, in Bethl ehem New Hanpshire; Bridgewater
Power, in Bridgewater, New Hanpshire. W' ve done projects
i n Connecticut and Rhode Island. W did the Wod Fuel
Anal ysis for the Schiller Station. And, we have worked as
consultants for G een Energy Power.

But | do want you to recogni ze today
that 1'"m here not representing any firmor any conpany. |
amnot hired today to be here. |I'mhere on ny own nickel
and ny own tinme. And, one of the reasons | amhere is |
have several concerns on infornmation that | have gl eaned
fromdifferent testinmony. And, | do admt that | have not
read in detail, and | have not been provided with all of
the information, but part of and quite a bit of the
information that | have heard and have read is quite
di sturbing to ne, not only as a wood fuel nmanager, but
al so as a forester.

Presently, the procurenent conpany that
| am present for -- president of buys for five facilities
-- nine facilities in three states. W work in New

Hanpshire, Vernont, and Massachusetts. O those
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facilities, six -- five of themare power plants, two of
them-- three of themare thermal plants, one of them
bei ng Concord Steam and one is a school district.

Qur firm as | nentioned, we are not
brokers. W set -- we manage wood fuel contracts for
different power plants and the thermal plants. And,
basically, what we do is we nmake arrangenents between the
pl ants and the tinber conpanies for deliveries to those
plants. W work with the plant managers in assessi ng what
is avail able, what we feel the prices should be, but those
contracts or wood fuel agreenents are direct between the
producer or the tinber |ogger and the power plant or the
t hermal pl ant.

| have already nentioned that | am not
here representing any conpany or firm although | have
consulted for several conpanies and firmnms throughout New
Engl and. M concern, as | had nentioned it, is really
basically in four areas, or at least |I'd |ike to make
comments in four areas. And, anpbngst those is the forest
i ndustry, the forest resource, the procurenent --
procur ement anal ysis, and ratepayer concerns.

Alittle bit of background on the forest
i ndustry, and what bi omass or fuel wood or whole tree

harvesting has nmeant to this industry. It was basically
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an industry that did not exist 25 years ago. Mbst tinber
harvesting at that tinme was done by chai nsaw and with
skidders. And, with the advent of biomass harvesting, a
whol e new i ndustry was allowed to develop. And, it had --
it has had positive benefits on tinber harvesting and on
the tinber industry. It certainly increased production as
t he nmechani zation grew. It had a significant benefit on
safety. There was a substantial increase in the capital
i nvestment that these individuals nmade in equi pnment. And,
Il will say for you that there are many business operators
out there who are in the industry that have capital
i nvestments that exceed $2 nmillion.

| would say that nmany of these people
who are in the industry have had excellent track records.
And, probably, if you equate themto other people who have
started industries, they have a better-than-average track
record.

Al of these individuals who are in
busi ness deal directly wiwth the sawmlls and the pulpmlls
and generally with the power plants. They do not need to
have sonmeone in between them buying their wood, and then
reselling it to the different entities that | have
nmenti oned. They're very capable, they're very successful.

And, what existed years ago, where there were a network of
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br okers t hroughout the Northeast, that has pretty nuch
gone by. And, | find, and | think all of us in the
industry will recognize that the rel ati onship between the
ti mber producer or the |logger is a direct one, a direct
link, with the different facility that he m ght be selling
to.

So, that's kind of a quick analysis of
where the forest industry is and where | think it wll
continue to go.

My second comrent | wi sh to nake today
is that issue of the forest resource. The silvicultural
benefits fromwhol e tree harvesting and the bi onass
i ndustry has been extrenely positive. As a forester, |
can tell you that the results in our forests have been
extrenmely beneficial. W have a great outlet, because of
the power plants, for |lowgrade materials. Pre-commerci al
t hi nnings that were unavailable to us 25 years ago are now
avai l able. There's | ess damage to the forest floor. And,
t he danage, the residual danmage to the forest, to the
remai ni ng trees, has been substantially reduced.

| have heard a | ot of testinony around
sustainability. And, I will tell you that, | know if you
ask three lawers for an opinion, you'll get four answers.

But, if you ask four foresters about sustainability, you
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wll get ten answers. Because, really, there isn't a good
measure of sustainability. | think on a very |ow |evel or
a very basic level, "sustainability" nmeans to nme "keeping
land in the state where it will continue to grow trees."

Once you cut it off, pave it, or nmake another use of it,
that acre of land isn't sustai nable anynore. So, as |ong
as a forest renains growing and trees are on it, it is
sustainable. It is grow ng product.

A nore defined definition of

"sustainability" can nean to sone people that you "cut
what the average growmh is on an annual basis." And,
that's not really true. There are tines, in the age of a
forest or an age of a |arge | andscape, where, if the
forest is young, you do not cut that annual growth. You
are addi ng annual growh. So, in a sense, to keep that
forest sustainable, your cut is less than the growth is.
As the forest matures, you may actually get into a
situation where you cut nore than what is growi ng on an
annual basis. So, "sustainability”, in that termon
growh is really a noving target, and you should try to
under st and t hat.

I think what | have heard people talk

about "sustainability", and | may be wong on this, but

foresters, and | think the general public, is concerned
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about cutting trees at a certain age for a certain product
that, if left to grow, would have a hi gher value. So,
exanple, if someone was to go into the forest and cut a
tree down and nake bi omass out of it, fuelwood out of it,
and five years or ten years fromnow it was going to be a
pul pwood tree or a saw og tree, we would not call that
"sust ai nabl e harvesting”. So, it's a difficult areato
understand, and a | ot of people don't grasp it. But |
really think that that is the issue before you, and it's

sonething that really nust be considered. It's not, "are
you cutting your forests too heavily?" "Are you cutting
the wong trees, for any individual product, for any
individual mll, or for any individual use?"

| have al so heard sone attenpts to put
nmoni toring on the type of harvesting that is done so it is
done in a sustainable manner. Sone of this is out there,
and I'mnot sure what the arrangenent and what the
agreenents are between the parties involved. But | wll
tell you this, Burlington Electric and Ryegate Power,
their permt requires themto have a very sinplified plan.
It doesn't tal k about "sustainability", it's just that you
follow certain forest practices, generally, best

managenent practices. You have controls on erosion

control and you don't have overcutting. The cost, and
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this is generally a small map and a one-page on what
you're going to do there, and there's sone foll ow up by
the State of Vernont and by the foresters that work with
both Ryegate Power and Burlington Electric.

| was down to a hearing at the DOER in
Massachusetts, and Burlington Electric was there, and they
have their own issues going on on tinber harvesting and
whol e tree harvesting. And, Burlington Electric states
that their cost for about 300,000 tons a year averages one
-- $1.75 a ton. So, that's what their oversight costs.
That does not include the cost to the State of Vernont to
have their Fish & Gane people go out and nonitor the work
t hat has happened and review the cutting plans. So, it
isn'"t just $1.75 per ton, it's $1.75 a ton to the plants,
plus the cost to the State of Vernont.

| have a statenent, and it's probably
the only one in there. And, again, as | nentioned, | have
not read in depth the testinony of the procurenent costs
and their analysis. However, based on sone of what | have
heard, on the type of fuel they' re going to buy and the
cost of it, |I find, again, this is ny opinion, to be
| acki ng in depth and several conclusions that have been
made to your Conmittee to be m sleading. And, the

under st andi ng of wood production and the availability and
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the costs to be flawed. And, | have reason for this
st at enent .

First of all, the conparison of wood
consunption that existed at Groveton and Berlin is not the
sane as the type of material that's going to be used at
t he proposed Berlin Project, the 70 negawatt. G oveton
was using a product which we call "dirty chips". It
basically neans they took bol ewood or pul pwood, and they
chipped it with the bark on to make cardboard. Wbrked for
several years in the North Country for Bethl ehem Power.
And, generally, they were able to pay five to seven
dollars nore a ton for that type of material, conpared to
t he product that Bethl ehem was buying. Bethlehemor the
power plants generally buy the very top of the tree. They
do not buy nuch of the bol ewood or the pul pwood portion of
the tree. Can't afford to. Pulpwood is worth a |ot nore
t han bi omass chi ps or fuel chips.

Berlin was buying pul pwood, they were
not buying fuel chips. So, just because there nay have
been a volune of wood that was being sold and bought at
these facilities, that should not be equated to the
avai lability of the product that is there.

| have read that there is nore than

enough wood in that area to fuel this 70 negawatt plant.
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Wll, I will tell you that our firm which purchases -- |
shoul dn't say "purchase", that manages 1.3 mllion tons of
fuel a year, two and a half years ago, in three plants
that we manage fuel for, it was al nost inpossible to keep
those plants fueled. W were paying as high as $35 a ton,
but we could not conpete with the pul pwood market. | want
to say that again. W could not conpete with the pul pwod
market. And, that's when both Groveton and Berlin did not
exist. We were conpeting for products that existed or
markets that existed in Maine. And, the price that they
wer e payi ng for pul pwood far exceeded any price that the
power plants could pay. So, | just want to nmake sure that
you understand, there was no power plant in Berlin at the
time, the existing plants that were there had a very
difficult tinme to buy wood.

There is discussion about bark, and the
avai lability, | don't know how nmuch bark they're going to
buy, but | have a pretty good idea about the cost of bark.
First of all, bark is a terrible fuel. It wll
contamnate, if you have piles of wod, it wll --
inventory, it will contam nate your piles, and it wll
cause a fire in your pile, if left too long. But the
val ue of pine and spruce bark, at certain tinmes of the

year, at the plant is between $40 and $45 a ton. It goes

{ SEC 2009-02} [Day 6/ AM Sessi on only] {09-10- 10}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO O WDN -~ O

27

for mulch. It goes down to Massachusetts. It goes to
Connecticut. It goes to Rhode Island. It goes to the
Cape. It goes to southern New Hanpshire. And, that
market is very strong during the nonths of January to
Jul y.

| have had -- |'ve heard di scussions
about "back haul”. | amvery aware of back hauling. At
one tinme, when the market for |and cl earing and our
econony was really going great guns, a significant vol une
of material canme back on back hauls. They woul d take bark
down to Massachusetts, Connecticut, Rhode Island, and they
cane back with chips. WlIl, now, land clearing is off.
The second itemthat has happened is Schiller Station is
there. And, Schiller Station absorbs what m nimal | and
clearing is there. | would say several of the plants that
wer e dependent have bought a significant anmount of whol e
tree chips or fuel chips, naybe as nuch as 50 percent,
that nunmber is down to 5 or 10 percent.

The ot her issue that has happened in
southern New England is a | ot of these facilities or a | ot
of these producers, who used to sell chips upward, here,
are now taking those sane chips, putting colorization in
them and selling themfor nmulch. So, that kind of

orangy, reddish material you'll see around the malls and
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all, that's not really bark that's com ng down fromthe
northern part of New Hanpshire or Vernont or even Canada,
that is material that is actually produced in the southern
tier, in the southern tier of New England, they put col or
onit. And, so, that naterial is not avail able anynore.

| have heard sone di scussi on about
rails. | have had a |lot of experience on rails. | have
done three studies on rails. | spent six nonths with the
Vernont railroad system trying to buy fuel into Ryegate
Station. And, after six nonths, we found that it woul d
cost us, | believe, $6.00 nore a ton than what we could
buy product for. | don't know how nmuch experience you' ve
had working with railroads, but they are very convol ut ed.
And, every time you cross sonebody el se's track, you pay a
f ee.

| ama principal in the Russell Bionass
Proj ect, have been for five years. And, one of the things
that the State of Massachusetts required was us to do an
I ntensive study on rail systens in producing our -- and
buyi ng our chips and delivering themon rail. And, after
six nmonths of studies on that, it was concluded it was
going to increase our cost by $20 a ton.

The current marketplace for chips in

nort hern New Hanpshire is between $27 and $29 a ton. In
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central New Hanpshire, it's $27 to $28 a ton. And, in the

south, it's $24 to $28 a ton.

| have tried to, and | did, as |
nmenti oned, a study for C ean Power Energy. And, they
originally requested a analysis on pricing and
avai lability on a 50 negawatt plant. W cane back to

them and based on the availability, the price structure

of other plants, the conpetition, we recomended that they

not build a plant higher than 25 to 30 negs. W said "you

can build it, but you' re going to have to pay a price

which is substantially higher than the -- than what the

current area is paying for chips.” And, you know, |'m not

sure about all the ratepayers and all what happens. But,
when you're building a new plant, it's certainly nore
expensi ve, your paynents and so forth, and the cost of
fuel. And, the other plants are already existing and
they're paid for, and didn't know how they were going to

do it. But we concluded that a plant could exist in

Berlin, but we questioned and we recomended that they not

build anything nore than 25 to 30 negs.

So, ny thoughts on it, knowi ng what the

present price of electricity is, and what the plants can
pay, and what's available, | think that, if that Laidlaw

Project goes in, the inpacts on two existing plants w ||
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be severe. The inpact on two other plants will be
noderate to severe. And, two other plants will be slight
to noderate. But it will have inpacts.

CHAI RVAN BURACK: M. Berti, |I'm going

to ask you, if you would pl ease, you' ve given us witten
testinony. W' ve taken a consi derabl e anount of tine
here. If you could just summari ze quickly for us the
remai nder of your testinony.

MR BERTI: | will quickly summarize.

CHAI RVAN BURACK:  Thank you.

MR BERTI: | feel that there is a
consi derabl e anpbunt of uncertainty in the information
that's been presented to the Commttee. | think a plant
can and should be built in the Berlin area. | think the
Commttee has to have a better and conpl ete understandi ng
of what "sustainability" is. | really question who's
interest is being served if this plant is built. And, I
think you need to have a professional, conprehensive study
on availability, pricing, the electrical needs, and the
agreenent that exists between Laidlaw and Public Service
of New Hanpshire. Thank you.

CHAI RVAN BURACK: Thank you very rmuch,
M. Berti. | would nowlike to call upon M. O Leary, if

I have that correct? And, ask you to please cone forward.
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And, again, please state and spell your nane for us.

MR, O LEARY: M. Chairman, nenbers of
the Commttee, thank you very nmuch for affording nme the
authority to speak. M nane is Mchael O Leary, O
apostrophe L-e-a-r-y. |I'mthe General Manager of
Bri dgewat er Power Conpany. Bridgewater is a 15 negawatt
wood-to-energy facility located in Bridgewater. W' ve
been in operation since 1987. W generate approxi mately
130, 000 negawatt-hours per year, about enough capacity for
15 to 20,000 hormes. W procure and burn about
230,000 tons of chips annually. Wth a value to the
econony of about $7 million, at today's pricing. W
enpl oy 20 people directly at the facility. W indirectly
enpl oyee about 100 people in the woods procuring that
product for the facility. W sold, under a long-term
power purchase agreenent, to Public Service Conpany of New
Hanpshire for 20 years. W then, in 2007, entered a
t hree-year power purchase agreenment with Constellation
Energy Commodities Goup. Qur contract with Constell ation
Ener gy ended on August 31st of this year. W have tried
unsuccessfully, for nore than six nonths, to enter into a
new power purchase agreenent that will keep our facility
viable. Let nme say that again. W have tried for nore

than six nonths to enter into a power purchase agreenent

{ SEC 2009-02} [Day 6/ AM Sessi on only] {09-10- 10}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO O WDN -~ O

32

with many, nany off-takers to keep our facility viable.
We're currently selling into the | SO New Engl and real -tine
mar ket, power prices in the ISO, real-tinme power narkets,
will not keep our doors open.

We're very concerned that the
construction of the Laidlaw facility wll further
underm ne our ability to operate. A 70 negawatt pl ant
w Il have a reach for fuel well over 100 mles and greatly
i npact our nmarket. Further, the contract being proposed
for the facility, in Section 6.1.2, outlines a fuel
adjustnent that limts fuel risk to the owners and ties
the price of fuel to the price of fuel from Schiller
Station. Schiller Station is a rate based plant, and fuel
risk at that facility is borne by ratepayers. Therefore,
the index that the Laidlaw plant is benchmarked against is
a facility that has no fuel price risk.

Qur facility has no such backstop, and
never has. Higher fuel prices and pressure on supply wll
i kely force us out of business. It seens that the
certainty of existing jobs and existing facilities should
be the nunber one priority, so that existing jobs and
benefits of these facilities are not |ost or traded for
specul ati ve jobs.

Thank you. And, | would be happy to
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entertain any questions.

CHAI RMAN BURACK: Thank you very nuch,
M. OLeary. And, if you do have a witten statenent,
we'd be happy to receive it.

MR O LEARY: Ckay.

CHAI RVAN BURACK: Thank you. Are there
any other nenbers of the public present today who woul d
like to be able to nake a public comment in this
proceedi ng? Thank you very nuch.

MR. O LEARY: Yes. Thanks.

(No verbal response)

CHAI RVAN BURACK: Ckay. Seei ng none,
I'd now like to inquire of the parties and the Commttee,
when we were w apping up at our |ast session, we were
taki ng testinony here, and "cross-exam nation”, | should
say, of M. Liston, the first of C ean Power Devel opnent's
two witnesses. And, | just want to inquire as to whether,
Counsel for the Public, do you have any additi onal
questions for M. Liston?

MR, BROOKS: We do not.

CHAl RVAN BURACK:  You do not. Gkay. Do
menbers of the Comm ttee have additional questions for M.
Liston at this tine? Attorney Needl enan, did you have any

addi ti onal questions for M. Liston?
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MR NEEDLEMAN:  No.

CHAI RVAN BURACK: Okay. M. Harrington
does have a question. M. Liston, if you would be kind
enough please to return to the witness table here. You've
al ready taken an oath, so it's not necessary for you to do
so again.

MR LI STON: Ckay.

CHAI RVAN BURACK: And, we thank you for
returning.

(Whereupon Melvin E. Liston was recalled

to the stand, having been previously

sworn.)

CHAI RVAN BURACK: Pl ease proceed,

M. Harrington.
MELVIN E. LI STQON, Previously sworn

BY MR HARRI NGTON:

Q M. Liston, just a couple of questions. It seens |like
a |l ot of discussion we've had, and including the people
who just gave public statenents, is to the effect that
t he Laidl aw pl ant being 70 negawatts will just consune
too nuch wood. Is that basically one of your

obj ections to the plant?

A It will consune too nuch wood, and the inplications are

that it has the ability to pay too nuch for it, or a
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one-of-a-kind ability to pay nore for it.

But, if your devel opnent went forward, you would
consune somewhere around 30 negawatts, so a little

| ess, say 40, 45 percent of the wood that Laidlaw would
consune?

Correct. Qur sizing is based upon the anmobunt of wood
that is available at a reasonable price within the
30-m | e radius.

But we've also heard a |l ot of testinony here that,
basically, that the wood market is not necessarily
limted to 30 mles, due to this back hauling and al

t hese other different things that were discussed, that
It appears that, at |least to sone extent, it's a --
nore of alnost a statew de market. Wuld you agree
with that or disagree?

| think there are circunstances whereby sonetines
peopl e have product far away that they can't get rid of
any other way. But anybody that was in the southern
part of the state is going to have to drive by other
facilities to get to Berlin. So, | would presune that
they would take the first facility that was payi ng

mar ket pri ce.

And, speaking of other facilities, is Cean Power

planning on or is at least in the planning stages of
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bui | di ng anot her bi omass plant in southern New
Hanpshire?

Yes, we have one in the | SO New Engl and queue that we
are actively developing in Wnchester, New Hanpshire.
And, what's the size of that plant?

Twenty negawatts.

So, what you're proposing then is for Cean Power to
have about 50 negawatts of wood burning capability in
New Hanpshire?

Correct.

kay. And, are there -- is there a third or fourth
plant in the wngs or planning stages?

We're | ooking at several l|ocations, |ike Goveton and
ot her places, and then continue to | ook at the
Anheuser - Busch situation, for nmuch smaller facilities,
yes.

But that would start approaching the 70 negawatts of
Laidlaw, as far as wood consunption then, wuldn't it?
| believe that, within the footprint of New Hanpshire,
that there nmay be as nuch as 80 negawatts' worth of
potential. But that's the sanme potential that would
have to be used by the pellet industry and all users of
bi omass. Then, that would assunme that -- that would be

reachi ng absol ute nmaxi m zation. And, sonewhere shy of
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t hat you have to stop, or, you know, you have issues
when, you know, sonetines there won't be enough supply.
Okay. Well, | guess what I'mtrying to get straight in
ny mnd here is that we keep hearing that, at

70 megawatts, Laidlaw is going to cause massive

di sruption of the wood industry and exi sting power
plants in New Hanpshire. But, if C ean Power cones in
at 30, and then an additional 20, which is now 50,

t here nust be sone increnmental effect on that. Mybe
not massive di sruption, but sone disruption. Sone
other plants will close, the price of wood will go up,
and wll cause problens to existing facilities?

Not as long as the facilities are built snmall enough,
as we approach the point of nmaxim zation, as |ong as
they're built small enough, so that they can live off
of fairly local supplies of wood.

The O ean Power Project does not draw
from Cheshire County, for instance, but the Wnchester
Project would. So, within a 30-mle radius of Cheshire
County, we would be |ooking at that. And, that's in
t he sout hwestern corner of the state. And, so,
probably 15 to 25 percent of the wood would conme from
New Hanpshire, a simlar amount would come from

Vernont, and maybe as nuch as half m ght cone from
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Massachusetts, |ooking at just a circle.
So, you're saying then that it's not just the total
megawatts that count, it's how they're distributed
geogr aphi cal | y?
It's very inportant that they be -- additionally, I|ike

I"mtalking with a utility in Vernont, and their
Interests are that they | ocate a power plant in a place
where they can avoid having to make transm ssion
upgrades. In other words, they have to feed into an
area that presently doesn't have power. And, by
installing a plant in a specific |ocation, you can save
that utility the ability to -- the need to have to
upgrade transmission lines to get nore power into that
ar ea.

The whol e sout hwestern part of New
Hanpshire, who has Keene and everything in there, |
know, other than a few hydro projects, there's no
generation there. So, it is a -- it is like a black
hole for power. And, prior to the Pinetree-Tamwrth
Project, that Tamworth | ocati on was the sane thing.
And, | believe back then, 25 years ago, when we were
devel opi ng that, that Public Service Conpany was facing
consi derabl e upgrades to bring transm ssion lines in

there to feed that area. They may have done sonet hi ng
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about it since then. But, at that point in tinme, they
were very favorable that that plant be | ocated in that
spot, because it solved transm ssion issues for them
MR, HARRI NGTON: Al right. Thank you.
That's all the questions | had. Thank you, M. Chairmn.
CHAI RMAN BURACK: O her questions from
ot her nmenbers of the Conmittee?

MR NEEDLEMAN: M. Chair, if the

Commttee does not, | wanted to ask a foll ow up.
CHAl RMVAN BURACK: | do. And, we'll come
to you. And, | do have a question for you, M. Liston.

MR, RODIER: Excuse ne, M. Chairnman?

CHAI RVAN BURACK:  Yes.

MR RCODIER. At an appropriate tine, |
have just one redirect, if you want to permt nme to do
that at sonme point?

CHAl RVAN BURACK: We will. W'IlIl do our
cross-exam nation on the direct, --

MR RODIER. Good. Thank you.

CHAI RMAN BURACK: -- then cone back and
do your redirect, and then see if that spurs any further

guestions for this wtness.

BY CHAI RVAN BURACK:

M. Liston, you nentioned a nonent ago that you thought
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that there was an 80-negawatt |limt to the anmpunt of
capacity that could be added to the existing electrical
capacity, based on bionass in this state, is that
correct?
No. Wiat | nentioned there was the footprint of the
State of New Hanpshire. The University of New
Hanpshire did do a study, and we did talk about this
the last tinme, and | didn't search it to bring it in.
But the University of New Hanpshire did do a study, and
| can't renenber exactly the professor's nane, but it's
fairly -- it's a fairly recent study. And, basically,
t hey were | ooking at the | ow grade bi omass potential of
the footprint of New Hanpshire. In other words, how
much was grow ng, so to speak, or what could be taken
from New Hanpshire. \What paraneters they used to do
their study, | don't know But, at that tine,
reflecting that availability as negawatts versus so
much wood avail able, they referred to it as the total
capability being in the area of 80 negawatts, is what
woul d be appropriate to | ocate in New Hanpshire,
dependent upon New Hanpshire fuel resources.

And, | would say that that concurs with
my own opinion and ot her studies that we have, that it

I s sonmewhere in that nei ghborhood. |[If you go beyond
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that, it doesn't nean that you couldn't have nore
nmegawatts in New Hanpshire, but, if you're draw ng fue
fromother states, other localities. But the actual
anount that we have avail abl e as a New Hanpshire grown
source was sonething |ike that.

| believe in your testinony |last tine, and ny notes
reflect that you nentioned a "Professor Aber of UNH'?
| believe that's pretty close to his nane. But, yes.
And, | forgot to bring it in, okay? But we can get it
to you.

CHAI RVAN BURACK: | am goi ng to request
that you provide a copy of that for the record as quickly
as you can here for the Commttee. And, we'll mark that
as a Commttee exhibit. W'd |like to have that included
here pl ease.

(Conmmittee Exhibit 12 was reserved for

the record request.)

CHAI RMAN BURACK: O her questions from
the Subcomm ttee for this w tness?

(No verbal response)

CHAI RVAN BURACK: Ckay. |If not,
Attorney Needl eman, questions?

CRGOSS- EXAM NATI ON

BY MR NEEDLEMAN:
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M. Liston, the last tine when you were testifying,
Dr. Kent asked you the follow ng question: He said "Do
you have any studies that you know of that denonstrate
an expected inpact, a negative inpact to the region if
Lai dl aw were to becone operational ?" And, the first
portion of your response was "I don't believe anybody's
done such a study."” Do you recall that?
Yes.
My question to you is with respect to the PSNH Schill er
Project. Are you aware of any studies or third party
assessnents that have been done that show the
construction of that 50 negawatt wood-fired plant had
the sort of negative inpacts that you've been talking
about here?
No.
And, the same question with respect to the Burlington
Electric facility. Are you aware of any reports or
third party studies that showed that that facility,
once constructed, had the sort of negative inpacts that
you're tal ki ng about here?
No.

MR, NEEDLEMAN: Thank you. No further

guesti ons.

CHAI RVMAN BURACK: Thank you. Attorney
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Rodi er, you have sone redirect?

MR ROD ER: Yes. Just one area.
REDI RECT EXAM NATI ON

BY MR RODI ER:

Q

And, it follows up on M. Harrington's question here.
And, actually, it goes back to an exchange t hat

M. Harrington had with M. Liston when he was here

|l ast tine. And, M. Liston, the question from

M. Harrington: "It seens as if the testinony we' ve
heard on the availability of wood has been one const ant
t hr oughout, given by Laidlaw, their experts, and
yourself. And, it is: |If youre wlling to spend

enough noney, there's plenty of wood. Do you agree

that's correct?" And, the transcript, | believe, says
"That's correct.” Do you recall that exchange?
| do.

Now, that question and sinple answer that you gave,
"that's correct”, really gets to this point. Since the
PPA was di vul ged and becane public, that has becone the
core issue on the biomass issue, has it not?

It is the core issue, is their ability to pay nore than
all so-called "conpeting" projects.

Right. So, it's not, as you said before, in responding

to a question froml think it was the Chai rman, but,
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anyway, it's not just the size of the plant, it's the
economic nuscle it may have to just el bow ot her

exi sting users out of the way, is that correct?
That's correct.

MR RODIER: Thank you.

CHAI RVAN BURACK:  Any fol | ow up
questions on that redirect?

MR NEEDLEMAN:  No.

CHAI RMAN BURACK: Counsel for the
Public, anything further on this?

MR, BROOKS: No.

CHAI RVAN BURACK: Menbers of the
Subcomm ttee, any further questions for M. Liston?

(No verbal response)

CHAI RMAN BURACK: Very well. M.

Li ston, thank you very nuch.

W TNESS LI STON: Thank you.

CHAI RVAN BURACK:  Appreci ate your
returning today. Just going to go off the record here for
just a nonent here.

(O f the record.)

CHAI RVAN BURACK: Before we turn to the
next witness, | just want to get sone clarification.

There were a nunber of requests that were made of various
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parties at prior sessions for submttal of additiona
information. And, Attorney Needl eman, do you have -- one
of the itens that had been requested was sone cal cul ati ons
denonstrating the anount of fuel that m ght be used based
upon different sets of assunptions. Do you have those
prepared to be submtted to the Subcommttee today?

MR, NEEDLEMAN: | believe it was
provided last tine. | think that's Exhibit 69.

CHAI RVAN BURACK:  Exhi bit 69, okay.
Just want to --

MR. HARRI NGTON:  Yeah, 1'Ill take a | ook
at it.

CHAI RMAN BURACK: Ckay. Thank you.
Thank you for that clarification for us. GCkay. Very
well. Now like to ask, Attorney Rodier, if you would
pl ease present your second witness? D d he step out for a
nmonent ?

MR LISTON. Probably went to the nen's
room

CHAI RMAN BURACK: Wiy don't we do this.
Wiy don't we take a five mnute break, and then we wll
resune with M. Gabler's testinony. So, we'll cone back
by about 10:15 by that clock, just a very quick break.

(Wher eupon a recess was taken at 10: 11
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a.m and the hearing resuned at 10: 32

a.m)

CHAI RMAN BURACK: |I'd like to resume our
session. And, Attorney Rodier, |1'd ask you if you would
pl ease present your next w tness.

MR RCODIER  Yes. Thank you,

M. Chairman. The next witness, CPD s only other wtness,
is Wlliam Gabler. And, I'd ask that he be sworn in.

(Whereupon WIlliam W Gabler was duly

sworn and cautioned by the Court

Reporter.)

WLLIAM W GABLER, SWORN
Dl RECT EXAM NATI ON

BY MR RODI ER:

Q

M. Gabler, do you -- well, you are sponsoring prefiled
Exhibit CPD 2, CPD 3, and CPD 3A, is that correct?
Correct.

And, let nme just ask you, let's just clarify, the

di fference between CPD 3, that's the unredacted,
nonpublic version, and 3A is the redacted public
ver si on?

Correct.

kay. So, what | want to do here is, at this point, is

ask you with respect to the prefiled testinony in CPD 2
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and 3, did you prepare those yourself?
Yes, | did.
And, that is -- those are based on your own know edge

and expertise?

Yes.

And, as you're here today, do those exhibits stil
reflect, to the best of your information, know edge and
belief, what you want your testinony to the Commttee
be?

Yes.

You don't have any changes, is that what you're saying?
No changes.

Ckay. So, what | want you to do, you know, tine is a
preci ous commodity at this point, and w t hout doing
any, you know, harmto the substance of your testinony,
can you give a brief summary?

Yes. And, | nade a few notes here, and so I'I|
reference that. Permtting the construction and
operation of the proposed Laidlaw Berlin Bi oPower plant
wll clearly inpact the orderly devel opnent of the
regi on through the resulting inposition of m ninum

I nt erconnection standards, otherwi se known as "M S", on
the region. The System | npact Study done by | SO New
Engl and, which was Lai dl aw Exhibit 56, very -- it shows
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very explicitly that operation of the Laidlaw Project
Will result in the curtail ment and/or shutdown of the
exi sting generation on the Coos Loop. In the base case
assuned for the study, Berlin Hydro, Smth Hydro, and
the Whitefield biomass plant would be shut down. In
reality, it could be any generator, including LBB, that
woul d be shut down on any given day. And, the
resulting disorder to the region would bring a future
of uncertainty and econom c uncertainty, not only to
operating power plants, but fuel suppliers for those
proj ect s.

The negative inpact of the orderly
devel opnent of the region could be avoided through a
conpr ehensi ve upgrade of the transm ssion system but
Lai dl aw has chosen not to provide that upgrade. As is
i ndicated in the nbst recent version of the System
| npact Study, Laidlaw anticipates spending
$3.06 mllion for the interconnection and m nor
upgrades to bring the systemup to m ni mum
| nt erconnection standards.

The New Hanpshire Public Uilities
Commi ssion and the North Country Transm ssion
Commi ssi on have been studying this issue for about

t hree years, and have heard testinony that a nore
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vi brant upgrade, which would allow operation of all
projects, could be in the vicinity of $100 mllion or
possi bly nore. KEMA is currently working on a study of
t hose cost allocations for the State of New Hanpshire.
That draft report was due out |ast week. It has been
del ayed and will be out shortly. However, given the
si zabl e cost, Laidlaw has chosen not to pursue that
avenue. They have clearly stated in letters to the
Transm ssion Conmmi ssion that the addition of such costs
could well make their project econom cally unfeasible.

So, MS was created as a transitory
transitional nodel, to allow a plant to be built while
t he transm ssi on upgrades were being done. It needs to
be kept at that. |In order for the stability and
security of the region, the upgrades need to be done
and included as part the Laidlaw Project, as is the
normal protocol for the interconnection of al
generators in |I SO New Engl and.
Does that conclude your summary?

MR, NEEDLEMAN: M. Chairman, |'m

terribly sorry to interrupt.
MR RODIER  kay.
MR, NEEDLEMAN. May | approach for a

m nute, and you could as well, Jim
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MR RODIER  Sure.

(Atty. Needl enman and Atty. Rodier

conferring with the Chai rman and M.

| acopi no.)

(Atty. Rodier conferring with Wtness

Gabl er.)

MR RODIER: So, he's avail able for
Cr oss- exam nati on.

CHAI RMAN BURACK: Thank you. Attorney
Needl eman.

MR, NEEDLEMAN:  Thank you.

CROSS- EXAM NATI ON

BY MR NEEDLEMAN:

Q

M. Gabler, let nme start with your prefiled testinony,
on the bottom of Page 2.

CHAI RVAN BURACK: Coul d you tell us
whi ch exhibit you're in please? Wich piece of his
prefiled testinony?

MR NEEDLEMAN: | think it's the
non-r edact ed version.

CHAI RVAN BURACK: So, this is going to
be --

W TNESS GABLER  So, Exhibit 37

MR NEEDLEMAN: | believe it's
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Exhi bit 3.

W TNESS GABLER  Ckay.

CHAI RVAN BURACK: Ckay. Just a nonent
here. Have we not --

MR, NEEDLEMAN: Ckay. |It's the full
version, which | think nmaybe is nunber 2.

W TNESS GABLER  Ckay.

CHAI RVMAN BURACK:  All right. So, we're
on CPD Exhi bit Number 2. Thank you.

BY MR NEEDLEMAN:

Q And, if |I"'ve got the right version, |I'mlooking at the
very bottom of Page 2, Line 23. And, the paragraph
begi ns by you generally |aying out your concerns about
the Project and the consequences you think it wll have
on the North Country. And, then, |I'mlooking at the
sentence that begins at the very end of Line 23, that

begins "Projects that are", do you see that one?

A Ckay. And, I'msorry, | nust have a different printer
So, | have a different line nunber. |'mtrying to --
Q Well, the sentence |I'm | ooking at says "Projects that

are fully permtted and ready to be built may well be
brought to a standstill by the econom c uncertainty

brought on by MS." Do you see that sentence?

A. Correct.
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Wien you say "Projects that are fully permtted and
ready to be built", do you nean the CPD Berlin Project?
O the Ganite Reliable Wnd Project or, if Laidlaw
gets the permt, it could be the Laidlaw Project.

Ckay. And, when you tal k about "the economc
uncertainty brought on by MS", you agree with ne that

I nposition of MSis an | SO decision, this Commttee
has no jurisdiction over that?

Oh, absol utely.

Okay. Now, going further down in the next paragraph, |
think it'"s on Line 5 in ny version, you say "issuance
of a permt for the construction of the Laidlaw Berlin
Bi oPower Project will |ikely have a significant
negative inpact on the orderly devel opnent of the
region.” Do you see that?

Yes.

| want to refer you to a nunber of exhibits. And, you
can feel free to look at them if you want, but, in the
Interest of tinme, | was going to skimthrough them

The first is Applicant's Exhibit 31 [32?], which is a

| etter fromthe Mayor of Berlin to the Commttee, which
we've marked as an exhibit. And, in that letter, the
mayor says "In ny view as Mayor of Berlin, Laidlaw

Berlin BioPower is the nost significantly positive new

{ SEC 2009-02} [Day 6/ AM Sessi on only] {09-10- 10}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO O WDN -~ O

[WITNESS: GABLER]

A

53

econom c devel opnent project for this area in over 30
years." Have you had a chance to read this letter at
some poi nt?

| have read it.

And, then, in Exhibit 32 [31?], that's a letter to the
Committee fromthe Coos County Comm ssioners' Ofice,
signed by Burnham A. Judd, the Chairman of the
Committee. And, at the final line in there, the letter
says "The Laidl aw Bi oPower Project nost positively
affect” -- "would nost positively affect the orderly
devel opnment of the region and return our forests to
their historical use as working forests." Have you had
an opportunity to look at that letter?

| have read that.

MR RODIER. M. Chairman, these -- |
hate to interrupt. These questions go to a legal term
"what is the orderly devel opnent of the region?" And,
that's really up for this Conmttee to decide. M. Gabler
iIs here to tal k about transm ssion, which is a very
narrow, technical specific issue. He's not here to try to
draw -- although, I will agree, | guess he did say that,
the "orderly devel opnment of the region". What |1'd like to
do, though, is suggest to the Conmttee that we not take

statenents that have nothing to do with transm ssion and
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ask himto comment on it. Thank you.

CHAI RVAN BURACK: Attorney Rodier,
hear your objection. | amgoing to allow the lIine of
guestioning to continue, at least for the nonment. And, we
will give it, and the questions that are -- or responses
that are given such weight as we deem appropri ate.

MR RCODI ER:.  Ckay.

CHAI RMAN BURACK: Thank you.

BY MR NEEDLEMAN:

Q

Were you present in the roomwhen the representative of
the Gty testified that, in the Cty's official view,
"the Project was consistent with the devel opnent --
orderly devel opnent of the region"?

Yes.

And, are you aware of the letter that the Androscoggin
Val | ey Econom ¢ Recovery Corporation provided to the
Committee recently, which also essentially says that
"the Project is consistent with the orderly devel opnment
of alternative energy industry in the region." Have
you had a chance to | ook at that?

Yes.

So, ny question to you is, taking the views all of
these different authorities, the City of Berlin, the

Andr oscoggi n Val | ey Econom ¢ Devel opnent Cor porati on,
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and the Coos County Conm ssioners, is it your testinony
that they are all wong with respect to this being
consistent with orderly devel opnent and you are right?

A | would say | disagree with them
kay.

A As in all things, any groups of people nay disagree
over an issue. Based upon ny experience as a state
| egi slator, as a County Comm ssioner, and as sel ect man
and chai rman of a planni ng board, and working w thin
Grafton County for a nunber of years in all those
capacities, | have a different opinion.

Q At the technical session in Berlin, | actually asked
you specifically what you nean when you use the term
"orderly regional devel opnent”, because | wanted to be
sure of your understanding. And, what you said to ne
was "protection of existing projects and econonic
interests.” Do you renenber that?

A | remenber the question. | don't renenber it being
exactly quoted as that, but --

Q | wote it down, because it was very inportant,
wanted to make sure | understood what you were talking
about. Do you have M. Liston's testinony avail abl e?

A | do not.

MR. NEEDLEMAN: Could we get a copy of

{ SEC 2009-02} [Day 6/ AM Sessi on only] {09-10- 10}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO O WDN -~ O

[WITNESS: GABLER]

56

t hat ?

MR RODIER. He's got it.

W TNESS GABLER  Yes, | do. | forgot |
had this here.

MR, NEEDLEMAN: | don't recall what
exhibit this is.

MR RCDIER  One.

W TNESS GABLER | think Exhibit 1.

MR NEEDLEMAN:. Exhi bit 1.

CHAI RMAN BURACK: Are we referring to
CPD Exhibit 17

MR, NEEDLEMAN: That's correct. And,
I'mlooking at Page 17 of that testinony.

CHAI RVMAN BURACK: So, it's Page 17 of
37.

BY MR NEEDLEMAN:

Q And, beginning on Line 11 there, M. Liston says "the
SEC nust gi ve thoughtful consideration to the many
smal | er industrial and munici pal users of bionass as
well as the nunmerous alternative proposals of various
types that woul d al so depend upon the sane resource.”

Do you see that?

A. Yes.

Q So, it seens to ne that, when you | ook at what M.
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Liston is arguing here, and you |look at your definition
of "orderly regional devel opnent" as "protection of

exi sting projects and economc interests", aren't you
really arguing that it's the Conmttee's job to insert
itself into the free nmarket and choose anong conpeti ng
pr oj ects?

No. And, reflecting upon what you say ny quote was, |
think that may well have been taken out of context.
Because | don't think I would have limted nyself to
merely speaking of "existing projects". | may well
have said that in the context of both protecting or
taking in consideration for existing jobs and projects,
as well as nunerous other ones that may be comng into
place. As | said in ny testinony, ny witten
testinony, that it includes existing projects and
projects that nay well be -- either are or may be
permtted to build in the future. So, what |I'm |l ooking
at is, "orderly econom c devel opnent” is a

br oad-reaching term in ny opinion, which includes not
a protectionist philosophy for perhaps antiquated or
projects that have gone beyond their tinme or economc

i nterests that have gone beyond the time, such as a
hor se- and- buggy operation, if you will, to catch that

anal ogy. But, what I'msaying is, the Commttee needs
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to recognize that, in permtting the construction of
this project, as we've heard testinony froma nunber of
ot her power plant operators and interested parties,
that permtting the operation of this project may well
result in a shutdown of their existing, currently

vi abl e projects, because of the inpact in rate orders,
rate PPAs and wood price adjustnents.

You tal ked a nonent ago about "antiquated"” facilities.
What do you nean by that?

Vell, ny exanple was that -- I"'mtrying to nake an

anal ogy that there could be industries that are beyond
their tinme. Such as, at the turn of the 20th century,
one coul d have argued that horse whi p nanufacturers
were going out of style. And, so, it would be

| nproper, in my estimation, to protect an industry
who's past its tine, such as a horse whi p manufacturer.
Just trying to really nmake an anal ogy, of where it
woul d be inappropriate to consider the long-term
viability of those projects -- those industries. But,
a situation that we're tal king about here, you have
currently viable, operating industrial facilities, of

t he sane technol ogi cal basis as what is being proposed,
and the Coomittee needs to recogni ze that, by allow ng

the construction of this facility and the 40 resulting
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jobs, they may well doom as many as a half dozen ot her
proj ects enploying 100 peopl e.

| asked M. Liston this question, let nme ask you as
well. Do you have any third party studies or any
reports of any type to support that assertion?

QG her than listening to the testinony of the power

pl ant operators from Bridgewater, Whitefield,

Al exandria, power procurenment agent for nore plants
beyond that, direct testinony, | think that woul d
suffice as an answer.

But you have no third party studies that have actually
exam ned this issue and reached that concl usion?
Correct. Perhaps one is needed.

And, are you aware of any studies that | ooked at the

| npact that Schiller had and did Schiller cause any of
those effects when it was built?

No. But perhaps we should have one. | nean, nmaybe the
Committee should call for such a study before noving
forward on the Laidlaw Project.

M. Rodi er asked M. Liston a nonent ago what his
concerns were, and he identified "pricing", in
particul ar, and used the phrase "econonm c nuscle to

el bow out existing users.”™ |Is that a concern you share

as wel | ?

{ SEC 2009-02} [Day 6/ AM Sessi on only] {09-10- 10}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO O WDN -~ O

[WITNESS: GABLER]

A

60
"' mnot sure how that has to do with transm ssion.

MR RODIER M. Chairman, |'mjust
going to renew ny objection. That's got nothing to do
with transm ssion that | can see.

MR, NEEDLEMAN: Well, it all relates to
orderly regional devel opnent.

MR RODIER. He's testifying on
transm ssion issues. It was his opinion it's going to be

"di sorderly".

MR, NEEDLEMAN: That's what |' m aski ng
about .

MR RODIER: Transmi ssion is going to be
di sorderly. Not Schiller, not the PPA, nothing el se, but
t ransm ssi on.

MR NEEDLEMAN. Well, will you stipulate
that his opinion is purely limted only to orderly
regi onal devel opnent as it pertains to transm ssion and
not hi ng el se?

MR RCODIER. What | would say, and I'm

happy, you know, at this point, | think the record should
stand. | think, fromhere on in, that | objected, you
were allowed to proceed, he gave his answers. |'msure

he's happy with his answers. But | suggest that we stick

to the effect that -- the transm ssion i ssues and their
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effect on the big picture, rather than asking himto
di ssect M. Liston's testinony.

CHAl RVAN BURACK: Thank you, Attorney
Rodier. Again, I'mgoing to allow this questioning to
proceed. And, the witness will answer the questions as he

can.

BY MR NEEDLEMAN:

Q

Well, again, let ne just repeat it, soit's clear. M.
Li ston expressed a nonent ago about "pricing" and
"econom c¢ muscl e" having an effect on the orderly

devel opnment of the region. Do you share that concern?
| do. Because | believe that the Power Purchase
Agreenent that has been proposed by the Applicant is

I nordinately -- places an inordinate burden on the

rat epayers of the State of New Hanpshire by obligating
themto pay for Renewabl e Energy Credits, whether or
not they have any value. To pay for a forward capacity
mar ket paynent, whether or not it has any value in the
auction. To adjust for fuel prices based on anot her
region that is totally disoriented or, you know, from

t he actual region of operation. They have the ability

to have a total unbridled bill for whatever fuel they
want to -- they want to buy. That will create the
econom c nuscle that wll create unorderly econom c
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devel opnent, inpacting not only renewabl e power
generators in the region, but potential industries in
t he regi on who now have to pay higher prices for their
energy to PSNH.

| recently net with sonme officials in
W nchester who are interested in bringing a new project
to their area, and they were quoted that PSNH woul d
charge them 21 cents a kilowatt-hour for their rate;
they wanted to get power directly fromus because it
woul d be a | ot cheaper. Just as an exanple how the
i nordi nately high rates of electrical power can have
di sorderly inpact by dissuadi ng new busi nesses from
comng into a | ocation.

So, yes, in a very broad-reaching

statenment, | think it wll have a -- econom c nuscl e
will create disorderly inpact.
Well, et me give you a hypothetical. |[If you're not

correct, and if, in fact, this facility ultinmtely has
sone type of incentive to ensure that it procures wood
at the | owest price available, wouldn't that change
your analysis dramatically?

No. Because they're still paying for -- the ratepayers
are going to pay for Renewabl e Energy Credits whet her

or not they have any value. Even if they have got zero
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val ue, ostensibly, Laidlaw will get $60 a nmegawatt - hour
for each of those RECs, because that's the current

mar ket price -- or, the current alternative conpliance
price. Additionally, the Forward Capacity Market
paynents will be dictated not by what their true market
value is in the auction, but by what PSNH stipulates in
the PPA. There are a nunber of factors in this that
give all of the risk to the ratepayers and none to the
Appl i cant .

Aren't those policy argunents about whether or not the
state's Renewabl e Portfolio Standard is a good idea?
Well, you asked what inpact it would have, and |I' m just
citing an inpact.

Right. But, |I'masking now, aren't those policy
argunents that are essentially criticizing the state's
Renewabl e Portfolio Standard?

No, not at all. Wat I'mcriticizing is the PPA, which
creates an inordinately anmount -- inordinate anmount of
ri sk on the ratepayers, and none on the supposed

mer chant generator that should be taking the risk.

So, you're -- I'msorry. Go on.

And, that's, you know, if and when a decision is ever
made on a policy issue, then that shoul d have i npact on

the PPA. That's what I'mtrying to say.
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So, you're basically arguing that this plant will have
sone sort of favorable pricing nodel, and that's your
concern?

That's what shows in the PPA. And, when you wanted to
tal k about the "broad econom c inpact”, that's what |
cone down to, because it's about dollars. And, the
dollars are reflected not so nuch in the wood or the
bi omass or the actual specifics of the transm ssion
capacity and whether or not the cabling is 336 ACSR or
795 ACSR, the real nuscle inpact is dollars, and
dollars stemfromthe PPA. Therefore, the PPA has to
be the point of discussion for econom c inpact.

Are you famliar with this Conmttee's June 9th, 2010
order on C ean Power Devel opnent's contested notion for
a clarification and/or rehearing? | assunme you had a
chance to read that at sone point?

| may have read it, but | don't -- I"'mnot famliar
enough to discuss it.

Ckay. Well, I want to read you one or two |lines from
there, and then I can put it in front of you so you
have it. One thing that the Commttee said was "The
fact that one electric producer may be able to comand
a better fuel price or develop a better output pricing

nodel than another is not within the regul atory
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authority of the Commttee.” Gven that the Commttee
has expressed that issue, wth respect to your notion
and with respect to the PPA, does that alter your
testinmony at all?

No. Because the true discussion of the PPA will happen
before the Public Utilities Comm ssion. But this
Committee needs to be aware of, obviously, since you
submtted it as an exhibit, the Commttee needs to be
aware of the PPA and take those inpacts into account in
their decision. And, whether or not the -- if they

i ssue a permt, may well be conditional on ultimte
approval of the PPA. Therefore, to that extent, the
PPA has to be a part of the discussion.

There's anot her portion of this that said "The
Committee has no authority to regul ate conpetition or
any of its conponents, such as pricing, that may exi st
bet ween conpeting facilities.” |Isn't that, in fact,
exactly what you're arguing for wth respect to CPD?
Not at all. [|'mnot asking for any regulation. Asking
for a clear evaluation of the public good, and what is
the -- what is the -- in the interest of the econonic
devel opnment and the orderly devel opnent of the region,
and taking that into account, not to regulate, but to

oversee and work with the information to provide a
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permit, or not provide a permt, based upon how they
perceive that facility will inpact the region. That's
their job. That's not regulation. O, it is
regul ation to an extent, but not regulation in the way
that you choose to use the term here.
MR. NEEDLEMAN: Thank you. | have no
ot her questi ons now.
CHAI RMAN BURACK: Thank you. Counsel
for the Public.
MR BROOKS: Thank you, M. Chairnan.

I'"'mjust going to ask M. Rodier a brief question before |

pr oceed.
(Atty. Brooks conferring with Atty.
Rodi er.)
MR BROOKS: Thank you. Just a few
guesti ons.

BY MR BROOKS:

Q The first was based on your direct testinony, and you
reiterated a statenent about | believe the Smth Hydro
pl ant and one or two nore hydro facilities. Can you
repeat that again, just so | make sure | understand

what you were sayi ng?

A The |ineup, distribution -- the generation distribution

| i neup that | SO New Engl and proposed for their base
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case showed that, in order to allow Laidlaw to operate
at 59 negawatts, and, by the way, | want to nake an
additional point here, that it's not just 59, it's 64,
because they announced at the | ast hearings that they
were going to add five to that. So, there's going to
be an additional five negawatts beyond that shut down.
But, in order to make the 59 negawatt shut down t hat
woul d be necessary to allow Laidlaw to operate, the
base case nodel they used shut down Smith Hydro, Berlin
Hydro, and the Wi tefield bi omass power plant. Now, ny
poi nt being, that was their base nodel. It could be
any plants, plant or plants that are shut down. That's
just the ones they chose to shut down to do their

anal ysi s.

Okay. Because we've heard testinony that, and correct
nme if I'mwong, because ny understandi ng nay not be as
good as yours, that a run-of-river facility, which I
believe Smth Hydro is, and I'"'mnot as famliar wth
Berlin, would get to bid zero into the market and,

t herefore, you woul d expect soneone bidding zero would

actually be allowed to run. |Is that your understanding
as wel |l ?
And, let nme nmake -- there will be a bidding process

under MS. And, if all the plants bid zero, what they
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wll do then is prorate who can generate power. Wth
Laidlaw on the lines, and the w nds blow ng hard for
the G anite Reliable Wnd Project, there will be
approximately tw ce as nmuch generation capacity on the
| oop as there is | oop capacity. So, if all the plants
bid zero, everybody will be allowed to operate at half
capacity.

Wien you say "all the plants", are you including

Lai dl aw and others are bidding zero in that?

Correct. And, |I'mnmaking a generalization so that you
understand that it will becone, under MS, it wll
beconme a bit of a bidding war for who's allowed to run
t he next day. And, so, if all of the operating plants,
Smth Hydro, Berlin Hydro, Pontook Hydro, the
Brookfield -- other Brookfield Hydro assets, Lost
Nation, Wiitefield, Cean Power, and Laidlaw all cone

on line, and all bid zero, then the I SO protocol is

that each plant will be prorated. G ven the fact that
t he generation capacity wll be approxinately double
that of the |loop capacity, | conclude that every pl ant

will then be |imted to 50 percent production the
following day. So, it's either -- you either shut down
specific plants or, if everybody bids zero, everybody

gets shutdowns to sone extent.
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Al right. |If everyone bids the sane anount, your
understanding is that the actual generation wll be
prorated based on capacity?
Correct.
Okay. But how could a plant, like, let's say,
Whitefield or Laidlaw bid zero into that market?
They can choose to.
They can choose to. Has that ever happened? And, |'m

not trying to be disingenuous about this question, |
really want to know if that actually occurred?

And, yes, it can occur. Because what happens is,

bi ddi ng zero doesn't nmean "you wll get paid zero."
Bi dding zero neans "I w || take whatever the market
rate is for that hour."™ And, so, they then becone
mar ket takers, if you will. And, if the rate's only

three cents a kilowatt-hour or $30 a negawatt-hour one
hour, they will take that. And, then, at 8:00 on an
August eveni ng, when everybody's got their air
conditioners running at full blast and it's $120 a
nmegawat t - hour, they wll take that, too. So, "zero"
just neans "I w |l take whatever you give ne."

And, so, in a very real sense, as you
heard fromthe Bridgewater -- the Bridgewater plant

manager who was here earlier this norning, said that he
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Is currently on a take -- a rate taker. He's bidding
zero into the market right now \Witefield currently
has a PPA, but, when that expires, they will be a price
t aker al so.

Alittle bit of a |l ong-w nded answer,

but, yes. "Zero" doesn't nmean "lI'magetting zero." It
nmeans "I'1l take whatever you give ne." So, yes,
everybody can/will bid zero into the narket.

So, it's your understanding that there is nothing that
would allow a run-of-river hydro facility to basically
ensure a preference to run under the situation you're
descri bi ng?

There is none. And, if you renmenber, M. Kusche had
that statenent in, but he then replaced it with a
different statenment, saying that, "in his experience,
no hydro has ever been forced to shut down." And, |
woul d argue that, maybe in his experience that's true.
But, in other people' s experiences, it's also true that
t hey have been regulated or curtailed in operation
under M S.

And, you have personal experience of a hydro pl ant
being curtailed --

No. | have no personal experience.

Ckay.
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What |'msaying is that, under the |ISO protocols, there
IS no provision to require any of the hydros to
operate. They will bid into the market just |ike any
ot her project. Wen M. Kusche says "hydros are
allowed to bid into the day-ahead market and set their
own schedul e", that's true of any generator. Any
generator does that. And, so, the hydros are exactly
on the sane plane economcally, in dispatch, and

what ever other factor you want to consider, as any

ot her power generator.

Thank you. And, you used sone nunbers about

transm ssion capacity and generation, saying that, in
your assunption, there mght be tw ce as nuch capacity
as there was actual ability for transm ssion on the
line. And, just to nake sure, those nunbers include

t he proposed CPD project?

Ch, yes. Yes.

You tal ked about the fact that it's possible other
existing facilities, and |I'massumng nore |ikely

bi omass facilities, may have to shut down if the

Lai dl aw Project conmes on line, is that accurate?

G ven econonmic, it's probably nore accurate, yes.

"Il ask you the sanme question that | asked M. Liston,

which is, is it necessarily bad, and you m ght have
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specifics about why you believe it's bad here, and ||
|l et you follow up with that, but is it necessarily bad
for a new project to displace existing projects?
|"mgoing to give you a "it can be."

Wl |, how about if we start out with the -- because |
want to give you chance to give the "it can be".

Yes.

So, let's just start out with the "is it necessarily
bad", and then I'Il give you a chance to qualify?
Necessarily, no.

kay.

Ri ght .

Then, go ahead.

But it can be. And, what I'mreally tal king about is,
you heard M. Berti this norning tal k about how
Lai dl aw, operation of the Laidl aw plant woul d have
noderate to severe inpact on four operating plants, and
m nor inpact on two others. You heard testinony from
ot her power plant plant managers saying it wll i npact
their plant. So, it can be, in the sense that, if
Laidlaw -- if allowi ng Laidlaw to operate shuts down
four projects, each one of them which enpl oyees 20 to
25 people, you' ve now |lost 80 to 100 jobs to garner 40.

And, at a rate inpact that is negative for all of PSNH
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rat epayers, potentially, given the dynam cs of the
current PPA that's proposed. So, yes, it can be,
because of the imedi ate inpact to those four or five
pl ants and those 80 to 100 jobs, and ratepayers.

And, your opinion is not just "can it be", but, in this
situation, it will be?

| hate to say "it wll be", because | try to avoid
absolutes. But | say it has a very significant
probability to be.

|s there any study that you know of that conpares jobs
to jobs, jobs potential versus jobs that m ght go away,
I f Laidlaw cones on |ine?

No. Again, other than the testinony of different plant
managers.

From that testinony, have you gl eaned that nore jobs
will be lost than will be created?

That's ny -- that's what | surmse fromhearing their

t esti nony, vyes.

Do you have any nunber that you can place with that?
Well, other than | just said, the four plants that were
noderate to severe inpact, and each one of those

enpl oys 20 to 25 people, that's where | canme up with 80
to 100.

Ckay. And, that assunes that "nobderate to severe
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I npact” neans a "shutdown" of that facility?

Yes. And, additionally, you heard Concord Steam which
currently is trying to build a 17 nmegawatt repl acenent
unit, to make thensel ves econonically viable in the

l ong run, may well not be able to build that project
going forward. And, if, in fact, wood chi ps becone --
the price of wood chi ps becones untenable, they'll be
forced to go back to oil, which will reduce the nunber
of jobs there al so.

In part of your prefiled testinony, if I'm/l ooking at
the right one, when you |l ook at the total capacity for
t he Coos Loop, ny recollection is that there were sone
di fferent nunbers, sone different iterations of nunbers
of what that -- the total transm ssion capacity
actually were. It started off being somewhere around
60 additional negawatts, --

Yes.

-- then another study that said "well, if you sag the
| i ne, you get another 40, so you get up to 100."

Yes.

Can you take ne through the iterations of how those
nunbers cane about ?

Sure. And, this is sonething, I'msorry, | may get a

littl e engi neer-anal on you, so if --
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That's okay. And, | mght get alittle glazed, so --
The current construction of the Coos Loop dates back to
the 1940s. The southern portion of the Iine is ACSR
795 cabling, which has an 80 negavolt anp capacity.

The two northern segnents are a conbi nati on of 336 and
795 ACSR. Those are reduced to 60 negavolt anps, when
you factor in -- when you bring in power factor and

t hree- phase line systens and all that. Wat was

concl uded by the North Country Transm ssi on Conmm ssi on,
which 1've been a part of since its very inception,
actually goes back to the Public Utilities Conm ssion
docunent in 2007, is that the current |oop, as it -- as
exists, has the ability to export about 60 negawatts of
electricity.

Now, | should al so point out that that
conclusion is based upon the fact that the systemt hat
exists up north is generation neutral. Meaning that
there's about the sanme anobunt of |oad as there is
gener ati on.

Meani ng no exports, for now?

Well, what is there right nowis generation and | oad
neutral. The generation about equals the |oad;
nothing's going out. Yes. Therefore, the existing

capacity to export is limted to 60 negawatts.
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But the inportant thing to take note of
here is that that 2007 study is actually based on
2005- 2006 data, which was when the power -- the
pul pmills were operating. And, sone of that
I nformati on goes back and includes the | oad of
G oveton, Wausau, and Burgess pulpmlls, which are now
shut down, losing a significant anount of |oad. So,
there may actually be, as an engineer, | would say
there may actually be less than 60 negawatts of export
capacity. But the PUC conclusion in 2007 was there was
60 negawatts of export capacity.

That would not allow the interconnection
of the Noble or the Granite Reliable Wnd Project. So,
in order to allow the interconnection of the Ganite
Reliable Wnd Project to export their full 99 negawatts
capacity, they were tasked with the chore, with the job
to resag and reconductor portions of the Loop. The
reconductoring being a significant anount of the 336
ACSR cabling. So, they resagged -- they're going to
resag and reconductor that, the Loop. That wll expand
the capacity to at |east 100 negawatts. And, based
upon the information |'ve seen, it will expand it to
somewhere around 125 negawatts, 130 negawatts, when

they're all said and done. That then was part of the
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basis or was involved in what we were |ooking at with
our project, because that obviously provides full room
for both the Granite Reliable Wnd Project and the

Cl ean Power Devel opnent Project to conme on |ine and
oper at e.

Now, further studies beyond that
presented to the Conm ssion by PSNH said "if you want
to go anythi ng beyond that, your best nove is to build
the capacity to a 400 negawatt capacity, which woul d
cost sonewhere between 150 and $200 million. That has
now been cut down to $125 mllion, and taking -- by
t aki ng advantage of sone other stuff in sonme nore
recent PSNH testinony. But the bottomline being that
t he nore significant upgradi ng beyond that 125 negawatt
capacity will require replacenent of nore conductors
and a nore -- nore in-depth restructuring of --
remanufacturing of the transm ssion infrastructure.
Ckay. Can you take a |ook at Page 8 of your testinony?

CHAI RMAN BURACK: Take a break for just

a nonent here.

MR BROOKS: Sure.

(O f the record.)

CHAI RMVAN BURACK: So, you are now on

Page 8 of --
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MR BROOKS: Yes.

CHAI RVAN BURACK: This is Exhibit 27?
MR BROOKS: Exhibit 2.

CHAI RVAN BURACK: CPD s Exhibit 2.

MR BROOKS: Correct.

CHAI RVAN BURACK: And, where are you on

this page?

MR BROOKS: Lines 11 and 12.
CHAI RVAN BURACK: Thank you.

BY MR BROCKS:

Q

o > O »

On those lines, there is sone discussion about "m nor
upgrades”, | ooks |ike done in a study by Sienens, for

| SO New Engl and, where it says "avail able capacity [to
be] between 120 and 140 negawatts”, what is that

t al ki ng about ?

|"ve honed that down to 125 to 130.

kay.
So, that's --
But is that the $125 million investnent you're talking

about or is that sonmething |l ess than that?

No. That's sonmething -- this is the conpletion of the
-- and, what | said, it's approximately $10 mlli on,
for Ganite Reliable Wnd Project to do the resag and

reconductor. That $10 mllion will increase the Coos
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Loop's capacity to 125 to 130 negawatts.

Ckay. So, that's the "m nor upgrade" that's being
referred to here, is the resagging and the conductors?
Well, "mnor", right. That's the Granite Reliable Wnd
Proj ect one, yes.

Ckay. So, we have that total nunber. On Line 14, you
have a parenthetical cal culation that says "99+27+64",
do you see that?

Yes.

And, | believe that that refers, in order, to Ganite
Rel i abl e 997

Yes.

Twent y- seven about, that's the CPD?

That's the net output, net output for C ean Power.
Right. You're going to lose two and a half, right?
Yes.

And, 64, which, again, net output for Laidl aw?

Correct.

We heard testinmony fromM. Liston that, and granted it
was qualified to say he's "going to wait till the end
of the day", but that, if, essentially, if Laidlaw gets
a green light, if we're done both the permtting
process and the appeals process, Laidlaw is com ng on

board, then CPD is not going to be constructed and
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operated. |If that's the case, then we're never going
to have a situation where all three of these nunbers
are going to be added up. Because, if the 64 is there,
then the 27 is going to be gone, is that correct?

If we assune that, yes.

Ckay. So, if -- at that point, we're just dealing with
99 negawatts represented by G anite Reliable and 64
represented by Laidlaw Berlin, is that correct?

Yes.

And, the capacity factor for the G anite Reliable
Project is around a third of their total, so 33 or so.
And, that's due to their nature as a wind project, is
that right?

Yes.

So, is it fair to say that nmuch of the tinme the Ganite
Reliable Wnd Project will not be operating at

99 negawatts?

Ch. dearly true.

So, is it also fair to say that, under nornal operating
conditions, there is roomon the transm ssion line for
both the Ganite Reliable Project and the Laidl aw
Berlin Bi oPower Project?

I f you assunme CPD does not go forward, yes. There's

room nost of the tine.
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Ckay. Thank you. You nentioned sone concerns for
ratepayers, and | don't know if that goes a little bit
beyond the transm ssion issues that you wanted to tal k
about, but, to the extent you're confortable, I'Il ask
you a coupl e questions and you tell ne what you know
about the ratepayer concerns. First of all, is it -- |
t hink you used the words that the "true di scussion”

wll be before the PUC on whether the PPAis in the

i nterest of the ratepayers. |Is that accurate?
Yes.
Is it -- well, let nme ask you a question that will nake

everyone unconfortable. Do you think that this
Subcomm ttee has the expertise needed to revi ew whet her
or not the PPAis in the best interest of the

rat epayers? And, you have to | ook at them when you
tell them

Some do and sone probably do not.

Ckay. Is it your understanding that the actual
heari ngs before the PUC will just be pro forma, or that
there actually wll be an in-depth | ook at whether or

not the ratepayers are being protected?
Oh, | absolutely believe there will be an in-depth
anal ysis and di scussion of the PPA at the PUC

So, why isn't it enough, let's say, for a condition of

{ SEC 2009-02} [Day 6/ AM Sessi on only] {09-10- 10}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO O WDN -~ O

[WITNESS: GABLER]

82

the SEC certificate to say that sonething that was
going to be true as a necessity, which is that "the PUC
revi ew and approval of the PPA is necessary before the
Lai dl aw Project can go forward"?

Oh. And, that may well be a condition it poses. And,

| think I acknow edged that earlier in another

question. That | would hope, at a mninum that would
be i nposed as a requirenent.

And, is that enough protection with respect to

rat epayers?

Yeah. Yes.

Ckay. You talked a little bit about the fact that

PSNH, as far as you understand the PPA. Has to buy the
RECs that are generated, even if those RECs have little
or no val ue?

(Wtness nodding in the affirmative).

First of all, is the concern that you have spurred on

I n sonme way by the changes that Massachusetts recently
made in its progran? And, if so, tell ne about that?
It is spurred on in part. The nexus of that discussion
comes out of Massachusetts, yes. | know they're in the
process. The new rules were due out the first of
Septenber, but they're now com ng out the m ddl e of

Septenmber. And, it is anticipated that those rules

{ SEC 2009-02} [Day 6/ AM Sessi on only] {09-10- 10}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO O WDN -~ O

[WITNESS: GABLER]

83
wll require any biomass project, in order to get a
Renewabl e Energy Credit, nust be conbi ned heat and
power, with the m ninum efficiency of 60 percent.
In nmy discussions in Boston as |
participated, | was a speaker at the Northeast Regi onal

Bi omass Conference in Boston two weeks ago, three weeks
ago. And, one of the discussions down there with DOER
staff and personnel and other parties from around the
region is that it is anticipated that Connecticut and
Rhode Island may well follow suit with simlar
requi renents in the not-too-distant future. This wll
result -- the analysis and the discussion around the
tables that day was that that will result in a flooding
of the market in New Hanpshire if we don't change al so.
Because all of the generators who can no | onger qualify
for RECs in Connecticut, Rhode Island, or
Massachusetts, will now fl ood the New Hanpshire market,
further depressing the val ue of Renewabl e Energy
Credits in this state, which are currently in the teens
of dollars, toin the single digit dollars, if not
subdol | ar cents.

Addi tionally, | have been involved in
sone discussions that there is -- there may well be

changes proposed to the New Hanpshire Renewabl e
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Portfolio Standards in the upcom ng | egislative
sessi on.

So, bringing all of those together, yes,
| have sonme concerns that, in the -- in the
not -t oo-di stant future, the Renewable Energy Credit
that Laidlaw Berlin Bi oPower would qualify for may well
be neani ngl ess, have no value. And, as | read the PPA
and as was stipulated by M. Bartoszek, PSNH wi |l be
required to pay full value, even if they have no val ue.
That was ny next question, and this is nore because |
don't have that section of the PPA in front of me, |
know you had a redacted version. You said they "pay
full value". Wat would "full value" be if the market
price for RECs has dropped?
Wl l, and what | read on the PPA, what | renenber
reading, is that the -- it appeared to be a percentage,
excuse nme, a percentage of the alternative conpliance
paynent that's witten in the tables of the RSA. And,
at this point, those values are $55 or $60 a
nmegawat t - hour. And, so, if they're getting paid that
or sone significant percentage of that, when, in fact,
the true nmarket value is $18, as it is today, or 50
cents, as it is two years fromnow, then that woul d be

a travesty on the ratepayers of New Hanpshire.
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Under, as far as you know, though, now, under the
current RPS progranms as they exist in New Hanpshire and
the other states, these RECs do have val ue?

They have value. But far below the value of the

al ternative conpliance paynent.

And, you just stated that the paynent fromPSNH is
based on a percentage of that. And, just to make sure,
t he redacted version that you have, though, doesn't
show you what the --

It doesn't show | just -- | interpolated fromthe way
the sentence -- of sentence structure, that it appears
to be a percentage. That's just ny supposition.

Ckay. And, so, you don't, for your testinobny, you
don't know whet her that percentage is a high percentage
or a | ow percentage?

| do not.

s it -- well, let's put it this way. |Is there a
danger that, in the upcomng |egislative session, that
t he New Hanpshire RPS program changes such that,
essentially, the RECs go away in the New Hanpshire
programas well? |s there a danger of that happeni ng

I n your estimation?

| think that there's little likelihood of that

happening. | think there is a potential that the RPS
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w || be changed to perhaps nodel the Massachusetts
requi renent for efficiency, or sonme other step that
wi Il inpact the value of those credits.

kay. If -- and, let's | ook at Massachusetts. So, if
you're a generator in Massachusetts, and you want to
have Massachusetts recogni ze the Renewabl e Energy
Credit, you have to not just be, let's say, a bionass
facility, you have to satisfy sone other things, |ike
cogeneration and that kind of thing?

(Wtness nodding in the affirmative).

In order to, under Massachusetts |aw, even generate
what they would consider to be a REC?

Correct. That is -- that is what is anticipated to be
in the new rules that conme out next week.

kay. So, if New Hanpshire nade the sane change,

woul dn't that nean that the Laidlaw Project woul d be
generating, creating fewer RECs?

" mnot sure fewer. They actually would not qualify

for any RECs under that paradi gm

Well, "fewer"” is |less than a whol e bunch, right?
Yes. Yes.
kay. So, let's say "few or none", if they generate

few or none, then PSNH doesn't have to buy any, right?

As | read the PPA, as | recall reading the PPA, it says
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"the RECs generated or could have been generated.”
And, | think that, even if they're no | onger called
"Renewabl e Energy Credits", if | recall the paragraph
correctly, they would still get paynents from PSNH f or
the RECs they mi ght have potentially generated had they
qualified for REGCs.
So, is it your understanding that that |anguage "could
have been generated" nmeans "coul d have been generated
if the laws were different” or "could have been
generated if the operation of the plant were
different"?
If the laws were different.
Ckay. As far as you know, is there any change in | aw
provision in the PPA? And, again, I'mtrying to
remenber the redacted one that you saw. So, |'m going
to ask you to --
There is a "change in law' provision, | read it, but |
couldn't quote it to you.
MR BROOKS: GCkay. | think that's al
t he questions that | have.
CHAl RVAN BURACK: Thank you, Attorney
Brooks. Menbers of the Subcomm ttee have questions for
M. Gabler? W'Il allowyou to start M. Harrington.
MR, HARRI NGTON: | have a nunber of
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BY MR HARRI NGTON:

Q

Starting with the "base case" you spoke about, where,
and | don't think, even though this is in a docunent

that's marked "Critical Energy Infrastructure

88

Information”, | don't think this part of it classifies

as that, you've already used these figures. You talked

about the project dispatch of 59 negawatts, where it

al so shows Berlin, Smth Hydro, and Witefield at zero,

is that correct?

Correct.

But isn't this, when sonething is done MS, they
basically zero out the other projects as the standard
nmet hod of doing it? This doesn't inply necessarily

t hat none of those other projects could run if the
Lai dl aw Proj ect was running at 59 negawatts, it's just
t he nethod used when they do an M S cal cul ati on, they
basically zero out the other plants?

Under -- yes, under MS, they're reflecting that

59 negawatts wll shut down. They just chose these
three plants as their exanple.

kay.

They could well have put in Lost Nation or Pontook.

Those are just the three they picked to nodel their

{ SEC 2009-02} [Day 6/ AM Sessi on only] {09-10- 10}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO O WDN -~ O

[WITNESS: GABLER]

89

anal ysi s out of.

Ckay. And, then, going onto the next table in there,
4.3, where they tal k about "2012 Generati on Di spatch”
and | know you probably m ght not have this in front of
you, but I'Il just tell you what's on the table. And,
It lists "Bionmass Project Queue 229" at "29" negawatts,
which | believe is the C ean Power Devel opnent?

Yes, it is.

And, "Biomass Project Queue 251", which | believe is
Laidlaw. It shows, again, in this nodel, it shows in
peak, shoul der, and |ight seasons, which is the |oad
factor you were tal king about, because, dependi ng on
the | oad, the output is going to change. It shows, in
all of them wth Laidlaw running at "66", "66", and
"66", that what you' ve identified as "Queue 229", which
is the C ean Power one, running at "29", "29", and
"29". So, the inplication here is that, with the

Lai dl aw plant running, at least in this exanple, that

t he Cl ean Power Devel opnent plant could run at its ful
rat ed out put ?

Ch, very clearly. But you'll also notice two |ines
above that that it curtailed the Granite Reliable Wnd
Project by 57 negawatts.

Vell, I"'mnot sure if "curtail" would be the correct
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termthere. | think what they're doing is nodeling the
w nd, and they're using an estimate of "63", "57", and
n 42" .

No, no. This was not the nodel. This is the

generation dispatch |ineup.

| guess ny point is there that those nunbers m ght be
reflective of nore reality based on w nd, because it's
not going to be 99 negawatts very often, as you stated
earlier?

Ch, clearly, it won't. But --

And, then, --

But, again, it reflects that there's a 57 negawatt
curtail nment.

Ckay.

And, if the wind is blowing on an April day, Ganite
Reliable will not be able to generate to their ful
capacity.

And, going up that sanme chart a little bit further,
where it shows "Wiitefield" and "Berlin", as in the
previ ous exanple, they're all "zeros" there?

Correct.

kay. So, if, as you stated, that Laidl aw was
operational, and then O ean Power would not go forward,

the 29 nmegawatts that were allocated on the capacity
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output fromthe C ean Power Devel opnment could, in fact,
be used to dispatch Berlin and Witefield, which

think conme to, at least to sone extent, it's obviously
nore than 29, but they would be allowed to make up sone
of that?

Yes. But |I'll also point out, if you go farther up,
"Ashl and", which is the interconnection point for the
Bri dgewat er power plant, see, that shows Bri dgewater
bei ng shut down. There are a nunber of other "zeros"
there that go well beyond what you just articul ated.
Right. But, as far as, again, is Cean Power's
concern, what this is show ng, wth Laidl aw operating
at 66 negawatts, C ean Power would be able to operate
at 29 negawatts?

Ch, clearly, we can, as long as those other plants shut
down. So, again, it beconmes -- it goes back to, under
MS, it becones a bidding war, and sonebody w || shut
down. They just postulated this |ineup of shutdowns,
which is curtailing the wind project, shutting down
Wihitefield, shutting down Berlin, shutting down --

And, what we can't see fromthat, let's assune -- let's
go a little bit through how the bidding strategy
actually works. You had nade a statenent that "people

would bid in zero and be price takers”, | think you
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referenced that to sonme of the existing biomass pl ants.
Uh- huh.

But, in fact, what these plants did is their net

goi ng-forward cost is not zero. And, by that, | mean,
if, let's just say, in a hypothetical, existing bionmass
pl ant has a net going-forward cost of $5.00 a -- 5
cents a kilowatt-hour. They are not going to bid in
zero and take and risk the chance of getting -- only
paid 2 cents per negawatt -- per kilowatt-hour, because
they would then ose 3 cents a kil owatt-hour by
operating. They would be better off not operating at
all. So, wouldn't they bid their net going-forward
cost of 4, and, if they don't clear, they don't clear?
As a matter of fact, | know a nunber of biomass pl ants,
or | can nane one specifically is Alexandria, | tal ked
to the plant manager a week ago, he is bidding zero and
t aki ng whatever he gets. And, if he's |osing noney,
he's | osi ng noney.

Ckay.

Wiitefield operated like that for a while. That is how
t hey operate.

kay. So, just so I'mclear on this. Wat you're
saying is, rather than not operate and not | ose noney,

but not nake noney, they would prefer to operate and

{ SEC 2009-02} [Day 6/ AM Sessi on only] {09-10- 10}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO O WDN -~ O

[WITNESS: GABLER]

93
| ose noney?
That's what they have been doi ng.
kay.
And, | cite, unequivocally, that was the conversati on,

because |I had the sanme question of M. Chase. And, he
explained to ne that, because they can nake nobney at
8:00 in the norning, they need to operate through the
ni ght and | ose noney, take -- bid zero all night, and
t ake whatever they can get, to keep their plant up and
runni ng, so that they're ready to go and maki ng noney
during the day, when, again, they bid zero.

Ckay. So, what you're saying is certain tines of the
day they're getting nore than their net going-forward
costs?

Correct. Correct.

kay.

Because, with a biomass plant, as you well know, you
can't start it up and shut it down |like you can with a
conmbustion turbine. You have to keep the boiler warm
you have to keep the fuel flowng. And, so, they
operate, at certain hours, certain tinmes of the day, or
certain days, they | ose noney.

But, overall, they nmust -- their bidding strategy nust

be to the point where they actually are naki ng noney or
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t hey woul d be better off not running at all?

Absol utely.

kay. On the ot her hand, soneone who would bid zero
woul d be nore typical of a hydro or a wind plant, where
there is no net going-forward costs at all?

Very clearly. Those are traditional price takers.

So, getting back to that chart we were tal ki ng about,
when you said that noble would be curtailed by so many
nmegawatts, tal king about the Ganite Wnd Project. 1In
effect, that was just for nodeling purposes, because
woul dn't Nobl e always bid in zero, since their fuel
cost is zero?

They wll always bid zero.

So, if they're always going to bid zero, and, on
average at |east, the biomass plants are going to have
a net going-forward cost above zero, because of fuel
costs, that al nost always then you're going to see a
w nd pl ant dispatched at 100 percent of its output,
what ever that output happens to be that day?

That's up to how the plants bid and how | SO -- | nean
| don't think that's a question | can answer. That's
up to the 1SO process and how the plants bid.

Vel |, you've nmade statenments about how this if going to

work, and I'mjust trying to understand. It seens to
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be based on the fact that a bionmass plant would
continually bid in a situation where they're |osing
noney. And, they're going to have net forward -- net
goi ng-forward costs because of the cost of fuel. There

are going to be days where a bionass plant may say
"it's cheaper for us not to operate today, because we
think the electric prices are going to be quite | ow',
I's that correct?

And, you and | would both conclude that. But, in ny
experi ence, having tal ked with plant managers of

bi omass plants, that's not what they're doing.

So, again, your contention is that they operate to | ose
noney?

Not to | ose noney in the long run. But they operate at
full load, at zero, with the expectation that, in the

l ong run, they will nmake noney, even though they're
losing it certain hours of the day.

Well, | guess that's ny point, what I'"'mtrying to get
acr oss.

But they bid zero the whole tine.

You're saying they always bid zero --

Yes.

-- regardl ess of what they predict the clearing price

in the whol esale market will be?
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Correct.

| find that a very strange strategy, but |let ne nove on
to a couple of other things. On Page 9 and 10 of your
testinmony, | think it's the bottomof 9 and the top of
10. It basically says, very top of 10, it says "Table
4-2 reflects the dispatch Iineup that was considered in
the feasibility study. That table identifies 59
nmegawatts of existing generation on the Coos Loop that

| SO- New Engl and antici pates woul d be called on to shut
down when the Laidlaw Berlin [Bi onass] operates at ful
power . "

Now, that is, when you nade t hat
statenent, what were you assumng for | oad conditions
on the Coos Loop, as well as the output of the Ganite
Rel i able Wnd Project?

And, if you'll go back to the beginning, it reflects
Table 4.2. That's where | was referencing.

Ckay. So, you're just saying --

My statenent here, it says "Table 4.2 reflects the

di spatch |ineup”, and then | say "That table identifies
59" .

kay. So, you're referring to that --

Whi ch, again, | need to correct, and it should be "64",

really, because they're going to add five to that.
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Well, getting on to the 64, though. Ri ght now al
they're authorized by the 1SO for is 59 negawatts?
Correct.

Correct. And, if they were to go to 64, they woul d
have to go back into the queue and go through the

I nt erconnecti on process over again, correct?

Correct.

And, they would have to re-file that and go through the
whol e t hi ng?

Correct.

Okay. You nmde a statenent that the "MS is
transitory”. And, you know, |'m not an expert on
tariff, the 1SOtariff, but | don't renenber seeing
anything in there tal king about the "M S being a
transitory” or "tenmporary" issue. It's sinply a option
t hat generators could take. And, in fact, aren't there
many generators who take that option, and they're

I nterconnected under MS and stay that way for nmany
years?

A generator, any generator can interconnect under MS,
you' re absolutely right. And, | couldn't call the
reference out to mind right now But there is a
reference, and it goes back to one of the Conm ssion

nmeetings, the neetings of the North Country
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Transm ssi on Conm ssion, where MS was di scussed, and |
think it mght have even been in the PUC 2007 report,

i dentifying that | ong-termoperate -- that the goal of
M S was never intended to be long term That it was --
its anticipated use was for a transitory, to allow --
allow a project to get the ability to interconnect
under excessive generation situations, while the
transm ssion infrastructure was bei ng devel oped to
allow their long-termoperation under |ess than MS.
Okay. But, again, just so we get this clear then,
there's nothing -- there is no requirenent or rule or
anything that says that MS is transitory. You can
stay connected under MS as long as you'd |ike?

You can. Wiat -- the world just needs to recognize
that | ong-term operation under MS requires a bidding
situation, and will require, when generation capacity
exceeds |ine capacity, plants are shut down or prorated
on their generation.

Ckay.

And, that is not a desirable, froman econonc

devel opnment and stability standpoint, that's not a

| ong-term -- desirable | ong-term situation.

You nentioned "upgrades to the Coos Loop", and | think

you used the terns, sonething to the effect that
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"upgrades that Laidlaw chose not to do", neaning it
woul d boost the whole overall thing of the Coos Loop.
s O ean Power Devel opnment going to choose to do those
same upgrades when they interconnect or are they going
to go with basically the m ni numanount of costs
required to interconnect?

There are no upgrades required beyond our

| nt er connecti on.

But you're not going to do any additional upgrades, so
that, let's say, the other -- the existing bionmass
plants that you may di spl ace when you operate woul d

al so be able to operate?

But we're not going to displace -- | nean, there is
sufficient grid capacity for us to operate along with
all of the other existing plants.

And, Nobl e at 100 percent?

And, Noble at 100 percent.

And, at a light |oad condition?

Yes.

And, could you cite nme the study that shows that?

|'d have to go back and find our study.

O maybe you could send us that then further on.
Because actually what |I'mlooking for is, Cean Power

at 29 negawatts, Noble at 99 negawatts, and all the
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exi sting generation --

Yes.

-- on the Loop at 100 percent, and |light | oad
conditions for the Coos Loop?

And, beyond that, we had a very |lengthy discussion with
| SO New Engl and regarding that, if there was not

enough, that we could cycle with the wind project. So,
we' ve al ready had all those discussions with |ISO --

But that's a different story. Now, you're talking
about cycling with the wind project. You are talking
voluntarily you would cycle with the wind project to
allow the other plants to stay on?

Yes.

So, you woul d reduce your output voluntarily to allow,
let's say, the Wiitefield facility to go at

100 percent?

Yes. W had that, we had extensive discussions with

| SO New Engl and regarding that the technol ogy exists to
nmonitor grid capacity, as well as w nd and out put of
Granite Reliable. And, it's a conparatively sinple
technology to put a throttle control device on the
turbine and throttle back if the wind picks up. If, in
fact, 1SO were to ever declare that we were a burden on

the |ine.
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Ckay. I'mjust -- I'"'mgetting a little confused here.
Let's go onto what you just stated about the "throttle
control device". |If that is happening, |I'm assum ng,
since the wind can change fairly instantaneously,

you' re tal king about a steam dunp, the residual heat in
your boiler is not -- you can't just turn it off |ike
you can, let's just say, a gas stove. You're going to
conti nue to producing power for sonme tine, so you would
sinply just dunp the excess steam at that point, rather
than running it to your generator?

No. There exists sufficient response technol ogy to
adjust to antici pated wi nd changes, and that's not a

pr obl em

So, you can basically | oad-foll ow al nost

I nst ant aneousl y?

Wel |, not instantaneously, because the wind -- the
ability to forecast wi nd devel opnent, w nd speed, is
very sophisticated. And, they can predict from 15
mnute intervals what the wind is going to do. And, as
-- if, hypothetically, they were saying the wind' s
going to be up in 20 mnutes, in a half hour, and we're
approaching a grid capacity situation, we have tine to
respond to that.

Ckay. And, getting back to your original statenent
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which got ne a little confused, | thought | heard you
say that C ean Power Devel opnent, if the |line was
runni ng towards max, and the wi nd was going to pick up,
and, in fact, that was anticipated by Nobl e, because

t hey would have had it bid in for that hour, --

Uh- huh.

-- they bid in a higher anmount. So, let's just say, at
1: 00 in the afternoon Nobl e's output was expected to go
up, and they had bid in, in fact, an additional

20 megawatts based on a projection of increasing w nds,
t hat C ean Power Devel opnent is going to reduce their
out put by that anount to accommobdate the w nd?

Unh- huh.  Yes.

And, also to allow the other plants, such as
VWhitefield, to stay at 100 percent?

Yes.

So, again, what you're saying, so | got this clear,
because this seens |like a very strange way to run a
busi ness, you're going to voluntarily reduce your

out put so that one of your conpetitors can stay at

100 percent output?

Yes. It's called "comunity and soci al
responsibility”". And, we recognize that we're not the

head of that train. W're joining on as a partici pant
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In the Coos Loop. So, it's ethically and socially
responsi ble to take that action.

And, is this agreement witten down anywhere that

you' re going to operate your plant that way?

No, it turned out we didn't have to operate that way,
because the System I npact Study said that it was not --
by the way, all of these discussions occurred before

t he System | npact Study.

Okay. But now you' ve confused ne again. Wat you're
saying is, again, let's have Laidlaw is running, the
wind is running, the wind is going to pick up, the
option is sonmeone is going to have to cut back. Let's
just say Laidlaw has bid in | ower than you have, for
what ever reason. So, they're going to clear, they're
goi ng to be dispatched. Now, the question cones in,
who is going to be dispatched next? And, it would
probably be the plant that bid in, you know, whoever
made the | owest bid, is that correct?

Now, you've interjected Laidlaw. They weren't part of
t he previous discussion. So, |I'mnot sure what
paradi gm you' re operating in now.

Vell, I'mtrying to talk about, if there's a close to
maxi mum anmount of output fromthe Coos Loop. And,

that's with, let's just say, Laidlaw running at full
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power, everybody running at full power, but the wind is
| ow enough to allow that. So, you're going to have al
the existing generators, as well as the new -- two
proposed new generators, C ean Power and Laidlaw, are
runni ng at 100 percent, because the wind, Noble Wnd is
putting up five negawatts.

Ckay.

Ckay. There's a prediction for a cold front to cone

t hrough, and the wind is going to increase quite a bhit.
And, Nobl e makes their estimate, this should happen
easily by 1:00, they put in a zero bid for 1:00 at

60 negawatts. Now, the line is going to be overl oaded.
Al l those plants cannot operate at that point. So,
that's what I'"'mtrying to figure out. Wat you're
saying at that point is, even though you have a pl ant
that could run and coul d be dispatched, because |'m
assum ng you're nore efficient than the ol der plants,
so you're bidding pretty |lower, you're going to
voluntarily curtail your output to allow your
conpetitor to run and nake nore noney. That's what |
think 1'm heari ng.

And, that's a |long hypot hetical question, which I'm not
at all sure how to answer.

VWell, | nmean, see if | can naeke it clearer then,
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because it's pretty straightforward. Here's the
conditions: Everyone is running at 100 percent. Noble
IS running at zero, because it's dead calm The Loop
can hold that situation, is that correct?

Correct. But let's go back to what | tried to bring
out. The reason the Noble Wnd thing came up, you
started tal king about "could the Loop handl e both us
and Noble Wnd, Ganite Reliable Wnd?" And, what |
said was "Yes. The System | npact Study shows that."
Before that, we even had a di scussion that we woul d
shut down or, you know, could curtail to match the
wind. Al of that went out the door, and we never
pur sued those discussions or taking that official
position, when it was determned that, by the System
| npact Study that it was unnecessary.

It was unnecessary for Clean Power to curtail when
Nobl e was running at 100 percent?

Correct.

Ckay. And, --

Now, when you add the Laidlaw Project, --

Uh- huh.

-- if the Laidlaw Project were to take a sim|lar
position as to what we espoused and what we pursued,

that they would curtail their operation, to allow both
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us and Noble to operate at full power, just |like we
were prepared to say that we would do that to all ow
Whitefield to operate at full power, then |I would say
that's a very ethical discussion we should have.

Ckay. So, what you're basically, getting back to this
now, like | said, the scenario |I'mtrying to say here
I's, everybody is running at full power, there's no

w nd. So, that's Clean Power is running at full,
Laidlaw is running at full, Whitefield, all the others.
The wind is going to pick up fromzero negawatts to
75 nmegawatts. There will be not enough room on the
Coos Loop to handle all of that. Soneone is going to
have to cut back. That normally woul d be done under
econom c di spatch, whoever bid the highest -- or, the
| onest -- the highest in that would be -- is going to
reduce. What you're proposing is sone alternative
nmet hod, where the good guys decide "we'll cut back
because we're good corporate citizens and all ow the
ot her conpanies to run." That's the scenario you're
suggesti ng?

' mnot sure | proposed that, but --

kay.

" mjust saying, that's the type of decision that we

made as Cl ean Power Devel opnent taking an appropriate
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ethical position. And, if Laidlaw were to take a
simlar position, I would entertain those di scussions.
But you feel as though now, because the SIS study that
was done for Cl ean Power showed that wasn't necessary,
that you're no longer in that position?

Correct.

Ckay. Okay. So, | guess, just to be clear then, what
you're saying is that, if you take Laidlaw out of the
pi cture here, there is no circunstances where C ean
Power running at full power could cause the other

exi sting biomass plants to be curtailed due to economc
di spatch, even if Noble is putting out 99 negawatts?
That's what | believe to be true.

Ckay. You nentioned sonet hing about "tal king to peopl e
in the southern part of the state", and they were

| ooki ng for cheaper power, | think it was -- is it a
W nchester plant?

W nchester.

Ckay. And, you said that they -- they said "Public
Service was going to charge them 21 cents a

kil owatt - hour"?

Correct.

Coul d you pl ease quote nme what rate that is, because

|'ve never heard of a rate that high?
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A | never heard of it either. Wen |I talked to the
devel oper, he said "that's what they told ne ny power

was going to cost ne."

Q Is it safe then to assune that that person is making a
m st ake?

A | can only surm se. And, the exact nunber | think was
irrelevant to what | was trying -- the point | was

trying to nake. The point | was trying to nmake is that
the rates that people are charged by Public Service New
Hanpshire has an inpact on whether or not there's going
to be nore econom c devel opnent in a region. You can
make that 17 cents or 15 cents or whatever the nunber
Is. But, if that nunber is high or escal ates due to an
I nordi nately burdensone PPA, then that wl !l i npact
econom ¢ devel opnent. And, that's the point | was
trying to make.

Q Ckay. You had said -- you made a | ot of discussion
about Nobl e and the resaggi ng and reconductoring of the
line. Are you famliar with the results of the -- |

believe it was the August Reliability Commttee

neeti ng?
A |'ve seen the m nutes.
In that, | had asked questions specifically about this,

because that was the neeting where both Laidl aw and
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Cl ean Power Devel opnent, where their interconnection
agreenents were approved by the Reliability Commttee.

MR, RODIER. Excuse ne, M. Chairman. |
just wanted to nention one thing. | inquired of |SO New
England -- | inquired of Mnica Gonzal ez, one of the
| awyers for | SO New England, if we could discuss the
results of that -- is this the neeting at Munt
Washi ngt on?

MR, HARRI NGTON:  About Washi ngt on?

MR RODIER: This was the neeting at
Mount WAshi ngton Val |l ey?

MR, HARRI NGTON:  Yes.

MR RODIER: She said "No, you can't.
It's protected.™

MR HARRI NGTON: Well, I'"mnot going to
di scuss the specifics.

MR RODIER. Ckay. | just wanted to say
that, and caution ny witness as well. That we wanted to
go beyond what was in the agenda in these hearings, and
they said "no way." So, --

MR, HARRI NGTON:  Yes, | understand that
there's sone --

MR RODIER. Ckay. That's fine.

MR, HARRI NGTON: -- to tal k about
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specifics, we can't do that. But |I'mnot going to be
aski ng about a specific substation or circuit breaker or

anything like that.

MR RODIER  kay.

BY MR HARRI NGTON:

Q

One of the questions | asked on that was, |ooking at
what was being required of both O ean Power and
Laidlaw, in order to interconnect, it struck ne as
strange, because | thought sone of the stuff that was
bei ng done shoul d have al ready been covered under the
Nobl e upgrade. And, | was told that, in fact, on
recal cul ati on or whatever the word is, that a | ot of

the stuff that Noble had initially thought to be

required to do, i.e. the resagging of the |lines, was
not necessary and, in fact, will not be done.
Hhm

G ven that, because that seens to be the basis for a

| ot of your testinony and sone of the figures here that
you've put out. Do you think that all your figures are
still accurate?

You' ve just given ne a new data point, so | would have
to go back and anal yze.

Okay. | woul d request that naybe you do | ook at -- go

back and | ook at that and see what was actually
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required of Noble, and see if that has an inpact on
sone of the figures that you' ve cone up with here.
Because all of that is based upon the Public Service
testinmony to, as you well know, the North Country
Transm ssion Conmm ssion. And, what they have said and
what was said, having been a full intervenor in the
Granite Reliable Wnd Project, | was privy to all of

t hose discussions. And, it was al ways expected that it
woul d be a full resag/reconductor, and, in fact, that
was what was required under their systeminpact study.
So, you've given ne a new sentence 30 seconds ago --
Ckay. | don't expect a real answer on it then. Thank
you. Just one |l ast question then. On Page 3, you talk
about the possibility of economc -- this is your
testinony, CPD 3. "The possible inpact of |ayoffs and
| ost enploynent in the plants, as well as forestry and
trucki ng comrunities would be staggering." And, this
Is all kind of tal king about the idea that "projects
fully permtted and ready to be built being rolled back
to a standstill by the econom c uncertainty brought on
by MS." But MSis an existing thing that's applied
all over New England, is that correct?

Correct, on a short-term basis.

Ckay. Again, we get back to the "short-term basis".
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Can you tell ne where, in the ISOtariff, where it
identifies the MS as a "short-ternt fix?
And, again, | can't do that off the top of ny head.
will have to go find it.
(kay. Because ny understanding is that MS is
sonet hing that you can exist on for 50 years, if you
want to?
Right. But the inposition of dispatch under -- you can

i nterconnect M'S and be di spatched for 50 years. But
the inposition of dispatch protocols under MS, when
generation capacity exceeds |line capacity, is a whole
different gane. That's a different use of the term
"MS'. It's the sane term but it has a very different
nmeani ng.

And, coul d you explain that please?

Vel |1, by interconnecting under M ninmum | nterconnection
St andards, you're nerely saying "I just want to do the
basics to hook up. | don't need to or don't want to

| nprove the grid, because it's not necessary. |'m
fine." You know, we're |ooking at connecting under
M'S, because no grid inprovenent is necessary.

However, once, and I'lIl go find the |1SO protocol to
quote you, but, once the generation capacity exceeds

| i ne capacity, now M S takes on a whol e different
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nmeani ng, because now M S i nvokes bidding curtail nents
and shutdown of plants, as soon as the generation
capacity exceeds line capacity. So, it's -- even

t hough the termis the sanme, they have two very

di fferent nmeani ngs.

But every plant that is connected on the Coos Loop
right nowis interconnected under the MS.

Could well be. | don't know that for a fact, but --
And, these rul es have been in effect for sone tine.
So, they all knew that, as with C ean Power, you
realize that, if you interconnect under MS, there
could be tinmes when you are curtail ed because of

i nsufficient |ine capacity?

Correct. But, given the fact that's there's 60
negawatts of excess capacity, those generators
currently connected never worried about it. And, with
what we had know edge of, the anticipated Ganite
Reliable Wnd Project upgrade, we were told we would
never have to worry about it. So, we -- and everybody
I nt erconnects under M S.

You were told you "would never have to worry about it"
by who? | nean, who told you you never had to worry
about soneone el se --

Maybe | shouldn't have said "never have to worry about
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it." W were told "it was not a problemto

I nterconnect under MS." W would not be curtail ed.
Provi ded that everything stayed static with the

I nt erconnection of C ean Power?

Sure. Yes. Because then the anticipated protocol is
that the next interconnector who wants to cone on wl|
do the upgrades necessary to the grid to allow all of
the parties to continue to generate.

The "antici pated protocol”, where is that antici pated
protocol witten down?

| couldn't quote it to you.

You're saying there is sone protocol sonewhere that
says "the next generator coming on line has an
obligation to upgrade the grid"?

Not an obligation. It is anticipated the next

gener ator coni ng on.

Antici pated by who?

"1l have to go find the book for you.

Ckay. Because ny understanding of MS is that, if you
have 100 negawatts of capacity, you could connect up
ten 100 negawatt plants here if you wanted to, and al
of them woul d be nodeled as "Let's nodel the one plant
with the other nine shut down. Can you do it? Yes,

you can." |Is that correct?
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Correct.
So, there's really no anticipation of protocol that
says "the tenth plant com ng on should upgrade so al
ten can run at 100 percent." It only says that "you're

going to run based on econom c di spatch on the capacity
of the line."
(Wtness nodding in the affirmtive).
So, it seens as if you're inplying there's sonme
obl i gati on of sonebody com ng on to do sonet hing, and
I"mtrying to figure out where that comes fronf
"1l have to get the book for you.
MR HARRINGTON: Al right. That's all
| have, M. Chairnman.
CHAl RVAN BURACK: Thank you, M.

Harrington. Oher questions for this witness? M. Kent

-- Dr. Kent.
DR KENT: Thank you. A coupl e of
questi ons.

BY DR KENT:

Q Under a scenario of increased conpetition, where we're
generating nore capacity than we have line capacity, if
everybody decided to bid zero, how would the price be
set?

A The price is then set by the market. 1SO establishes
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what the regional market price is for that hour. And,
each of those participants would then get whatever | SO
said the value of that is for that hour.

Wul d that market price be enough to keep facilities
running or would it be too lowto keep sone facilities
runni ng?

Yes. It could be either. And, ny exanple being the

Al exandria biomass plant, currently, that's currently
how t hey operate. In sone hours they | ose noney, in
sonme hours they nake noney.

But, in the long run, they're maki ng enough noney to
keep the plant goi ng?

Correct.

I f conpetition was such and the market price was set as
such, are we |l ooking at a scenario where the |ess
efficient plants are sonehow booted out of the market
because they can't live with the market price?

" mnot sure that would be the case. Because it may
not be so nuch efficiency as it is corporate backing or
who wants to stay in the gane | ong enough to drive the
ot her guys out of business, in a gas war anal ogy, if
you follow what |'m saying there. So, it may or may
not result in |less efficient shutdowns.

Just to paraphrase, so | make sure this is clear. So,
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If you were a facility that was not breaking even at a
m ni mum but had backing, it would try to wait out the
conpetition, and wait for sonebody else with | ess deep
pockets, backers, to go under, thereby reducing
conpetition and allowing you to get the price you
needed to keep goi ng agai n?

Yes.

Ckay. This Massachusetts scenario you tal ked about
with the potential for REC credits only going to

conbi ned heat and power and 60 percent efficiency, |'ve
got that right, is that correct?

Yes.

How many facilities operating in New Hanpshire would
satisfy that? O, if you don't know specific nunbers,

are there facilities that would not qualify for RECs?

To ny understanding or to ny know edge, none of the
exi sti ng New Hanpshire bionass plants will neet that
criteria.

DR KENT: Thank you.
CHAI RVAN BURACK: O her questions?

M. Janelle.

BY MR JANELLE:

Q

A question, in your testinony, on Page 3, this is

Exhibit 2, you tal k about -- and you' ve tal ked about in
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questioning here, the possible | oss of jobs as a result
of Laidlaw com ng on |line and effects on the other
plants. In your testinony, you talk about the | oss or
the "inmpact" to the "forest and trucking comunities
could [al so] be staggering.” | nean, to nme, you stil
need chips, if Laidlaw cones on line. 1|s there going
to be less chips if Laidlaw were to cone on |ine and
the other plants were to cone off |ine? Can you

expl ain how that --

Good question. And, here, | must admt |'mtaking
sonewhat of a parochial view in the sense of New
Hanpshire inmpact. 700,000, 750,000 tons of chips is
750, 000 tons, and clearly enpl oyees | oggers and
truckers. M/ view here was that, whereas currently we
have a di verse group of plants distributed around the
state, all of 20 negawatts, give or take, and they take
fuel fromw thin discrete circles around the state.

So, therefore, the |oggers are, for the nobst part,

enpl oyed | ocally. 750,000 negawatts [sic] we've heard
Is at least 100-mle circle, if not nore, and wll
stretch into Massachusetts, Connecticut, Quebec,
Vernont, Miine. So, a nunber of those, as a result,
clearly, what I'mhearing there is that a nunber of

t hose jobs wll now be exported to Quebec,
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Massachusetts, Connecticut, because the |oggers will no
| onger be enpl oyed | ocally.
Q But wouldn't it still rmake nbre sense to get the chips

closer to the plant, if possible?

A Oh, it would nake nore sense.

Q And, wouldn't it benefit a facility like Laidlaw to do
that, get themas close to hone as they can?

A It would be totally logical to get themas close to the
home as they can. But, by their own adm ssion, they
can't. They have got to go to Quebec, Massachusetts,
and Connecticut. And, so, we're going to end up
enpl oying |l oggers there, to the detrinent of New
Hanpshire | oggers probably.

MR JANELLE: Thank you.
CHAI RMVAN BURACK: Dr. Kent.
DR KENT: One nore question.

BY DR KENT:
Q In a scenario with increased conpetition, market price
wll be less than, | would inagine, in sone

circunstances | ess conpetitive bid pricing. People are
going to get less, if they have to live with market
price, than if they -- whether it was the "l ook-forward
cost" or sonethi ng?

A Uh- huh.
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Ckay. |Is that going to be good for ratepayers?

Well, bear in mnd, when | say "the market cost", the
mar ket cost is not established by the biomass plant or
even Merrimack Station coal plant. 76 percent of
percent of the tine, the market price is established by
t he natural gas plants in southern New Hanpshire and
Massachusetts. On nmargin, 76 percent of the tine,

t hose gas plants establish what the market price wll
be for a given hour.

So, it's not just within electricity, it's conpeting
agai nst other energy sources?

Absol utely. And, in the winter, that's why electric
prices go up in the winter, is because of the
conpetition for natural gas. That's why electric
prices are depressed right now, because gas prices have
gone from $12 an MCF to $8. And, in the wi nter, when
there's heating demand, and natural gas prices go back
up to 10, electric prices wll follow. So, yes. Three
quarters of the tinme, natural -- the price of natural
gas, which is a fungi ble commodity, w il determ ne what
the electric market rate is on any given hour.

Does that nean, as a ratepayer in New Hanpshire, PSNH
Is not driving the cost of ny energy?

Absol utely correct.
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So, how does the ratepayer win? This just got nore
conplicated for ne, because, you know, we kept pointing
to PSNH passing along costs to ratepayers. But, if |

j ust understood you, PSNH can't do that independent of
t he energy markets?

Ch, PSNH is in a different situation. PSNH is the only
nodi fied regulated -- unregulated utility in the United
States. They, in the deregul ated environnent, continue
to own their own generation, which provides nost of
their power. So, PSNH rates are not based upon, to the
extent, are not based upon natural gas prices, they're
based upon their cost of generation. Wich is why PSNH
rates, in general, have risen, while other utilities
have fallen, because they're buying electricity off the
market. And, with the decrease in natural gas prices,
their rates have dropped. Where PSNH doesn't own a
natural gas plant, they don't enjoy that. And, |
shoul d al ways say, this is ny understanding of it. |I'm
not on the Comm ssion. So, with a smle, | wll say
that's ny understanding, is that those prices are
different than what | just articulated earlier. That
three quarters of the tine the | SO nmarket, the price of
electricity is based upon the price of natural gas.

DR KENT: Thank you.
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CHAI RVMAN BURACK:  Conm ssi oner | gnati us.
CMSR. I GNATIUS: Thank you.

BY CVBR. | GNATI US:

Q

o >» O »

o > O »

Most of ny questions | think have been addressed, and |
hesitate to go back into the MS di scussions, but |
just want to be sure we're tal king about the sane
thing. "MS" is for "M ninmum | nterconnection

St andards", correct?

Yes.

And, that's a provision under which generators can pay
the mninmnumto interconnect and still be able to
operate, correct?

Correct.

If one -- and that's optional for a generator?
Correct.

I f one chooses to go under MS, is there any guarantee
that they will be dispatched --

No.

-- at any given tine?

No.

Al right. And, so, there's a risk by doing MS, that
the trade-off is you spend | ess for interconnection,
but you're at risk that you nay not always be able to

be di spatched?
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Yes.

Al right. And, the dispatch decisions are what we
call "econom c dispatch", when there's nore, as you
say, nhore power coning on than |line capacity?

Correct.

So, the M S decisions generators make are then inpacted
by the econom c decisions -- econom ¢ dispatch

deci sions the | SO nakes?

Correct.

Al right. For years then the generators who have been
under MS in New Hanpshire have had a good deal
haven't they?

Yes, | guess you could say that.

| mean, it's a good thing that they were able to pay

t he m ni munf

Ri ght .

And, because of capacity being greater than the anount
of power comng onto the lines, they were generally

di spatched, correct?

Correct.

As nore generators conme on, the risk grows that they
wi |l not always be di spatched?

Correct.

Wien you use the phrase "shutdown" in your testinony, |
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want to be sure | understand what you nean by
"shutdown", because it has two very different senses to
it. One is sort of a "shutdown and not hbal I i ng" of a
plant, and one -- | think at times you used "shutdown"
to nmean "curtail"?

To nmean "zero output", you know.

Ckay.

Or sone curtailnent of less than full power, perhaps as
| ow as zero out put.

Al right. So, you're really talking about, fromtine
to time power may be cranked down, there may be | ess
output that's dispatched, or none at all on particular
times?

Correct.

And, that is scheduled by the I SO on an hour-to-hour
basis, correct?

Correct.

So, you m ght be on for a nunber of hours, off for a
nunber of hours?

O, in the case of a bionmass plant, where you can't
start up and shut down from hour-to-hour, you nay | ose
noney for hours. Al of which has a | ong-term econom c
I npact on the operation, and could result in the plant

bei ng shut down and not hbal | ed.
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In the true "shutdown/ not hbal | ed" sense?

Correct.

Okay. Wien you first testified in the opening of your
statenment this norning, you said that the "Laidl aw

pl ant has the potential for the shutdown of a nunber of
exi sting generators.” Did you nean "shutdown" in the
hour -t o- hour di spatch sense or "shutdown" in the

not hbal | sense?

Bot h.

Is it arealistic possibility you see that existing
generators will be truly shut down and closed, if the
Lai dl aw pl ant goes on |ine?

| think it's a very real possibility. | think it's
also a very real possibility that, as was admtted by
M. Bartoszek in a letter to the North Country
Transm ssi on Comm ssion, that, you know, they may or
may not have the financial backing to operate, if the
transm ssion -- with the necessary transm ssion
upgrades, in order to avoid MS and to do those things,
t hey may not be able to be constructed. And, in fact,
there was a discussion, and | think it was even --
maybe M. Harrington nade it, that it's, at the North
Country Transm ssion, that operating under MS, it

woul d be difficult for anybody to get financing, if a
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financier knew they were going to continue to operate
under M S.

You keep saying "operating under MS'. Everyone's
operating under MS.

D spat ched, econoni c di spatch.

Ckay.

Under econom ¢ di spatch.

Thank you.

Maybe that's a better way to separate the two, sorry.
Okay. That hel ps. Thank you. | guess one other area
| just wanted to get clear. |Is you had described
earlier this norning that, at tines, you would have
considered, if necessary, cycling on and off with w nd
to keep everybody going, and that you woul d be
interested if Laidlaw were willing to consider a
simlar sort of arrangenent?

| think it could or should be discussed.

And, | just want to be sure | understand, conpared to
M. Liston's statenent, that was reaffirnmed today, that
If the Laidlaw plant were certificated and operational,
Cl ean Power would not develop in the Berlin area. |Is
t hat your view?

|"'mnot sure that was reaffirned today, if sonmebody

said that M. Liston said that. [It's not ny view
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Q Ckay. | think he said that was correct, but maybe
got it wong.

A | don't know either.

CVBR. I GNATIUS: Al right. Thank you.

CHAI RVAN BURACK: Ot her questions? Go
ahead, M. Harrington.

MR HARRI NGTON: This should just be one
foll ow up questi on.

BY MR HARRI NGTON:

Q This is in response to what Dr. Kent had said. There
was a di scussi on about whether the nost efficient plant
woul d be di spatched, and you had said sonething that,
"if they had corporate backing, wth deep pockets, that
maybe they would run", presunmably, | guess, at sone
type of a loss, "to drive sonme of the conpetition out"?

A Yes.

Q kay. And, then, you made the statenment that they
could -- they could "drive the conpetition out and then
t hat woul d cause the price to go back up." But, as you
stated in response to anot her question, gas and
sonetines oil al nost always sets the price in the
el ectric market in New England. So, in effect, driving
sonebody out of business, in this case, another biomass

pl ant, would have no effect on the price. The price
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woul dn't go back up. It would still be the price, the
mar gi nal clearing price would be what it is, based on
gas or oil?

Yes. And, | didn't nean the "price of the product
woul d go up". Maybe | m sunderstood the question. But
what | neant was "the price of the biomass woul d go
down", which would nmake the plant nore econonmically

vi abl e.

kay. Onh, neaning the "cost of fuel would go down"?
Correct.

kay. So, | just wanted to make sure | got that right.
And, just a foll owup question on the | oad-follow ng
capability. You had stated that C ean Power

Devel opnent has "l oad-follow ng capability" to react to
t he changes in the output of, let's say, the Noble Wnd
Project. But, then, you stated that "bionass plants",
and maybe this is unique, that capability is unique to
Cl ean Power, "would have to bid in nore hours,
sonetinmes at a | oss, because they couldn't react quick
enough.” So, I'ma little confused as to what you're
getting at.

No. Wiat | said was, "sone of the biomass plants
continue to operate, even though they're | osing noney,

rat her than shut down", and cool the boiler off and go
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I nto hot standby.

Ckay.

Because, then, the tinme to refire and cone back up to
tenperature is too |ong.

kay.

So, it's not a response, as in a throttle thing, it's
turning the engine off, is what | --

MR HARRI NGTON: Ckay. That's all |

had, M. Chairman.

CHAI RVAN BURACK: Ckay. Thank you.

BY CHAI RVAN BURACK:

Q

M. Gabler, | just want to follow up on a set of
questions that Dr. Kent asked you earlier, regarding

t he proposed regul atory schene in Massachusetts that
you referred to.

Yes.

I nvol vi ng conbi ned heat and power and a requirenent, as
you've reported to us the rule -- well, naybe you could
just summarize for us first what you understand
Massachusetts to be considering as a rule change for
eligibility in this progran?

Somewhat of just a quick background, back ei ght nonths
ago, the state took a -- decided to take a nuch nore

serious | ook at bi omass power from a broad perspective.
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They conducted a study, they hired the Manonet
Research -- | forgot the official nane, the Manonet
group to do a study. That study cane out, was
rel eased, as been discussed, | was in Massachusetts for

several of those presentations and discussions. Led to
t he head of DOER, whose nane | can't think of right

now, to issue a letter a nonth ago, at the behest of
Governor Patrick, calling upon DOER to wite a new set
of regul ations, and gave them sonme general outline as
to what those new rul es should probably entail. One of
those very clearly is that biomass in the future should
only get -- be qualified as "renewable” if it is

conbi ned heat and power, with a m ninmumefficiency of
60 percent.

Thank you. That's helpful. And, | believe you also
told Dr. Kent that it is your opinion that "none of the
exi sting biomass fired plants in New Hanpshire woul d
meet that standard"?

| do not know of any in New Hanpshire that neet that

st andar d.

Wul d the O ean Power Devel opnent Project, as it's been
proposed, would that project, if built, neet that

st andar d?

Yes, it woul d.
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So, if Massachusetts were to adopt that standard, and
this plant were built here in New Hanpshire, it could
qualify for RECs under the Massachusetts standard, is
that correct?
Yes. Correct.
Li kew se, if other states, Rhode |Island or Connecticut,
were to adopt simlar standards to what you've
described to us as Massachusetts is considering, and
CPD were to build its plant here in New Hanpshire, it
could also qualify potentially for those RECs under
Massachusetts -- under Rhode Island or Connecticut's
revi sed standards, is that correct?
Assunmi ng they follow a simlar nodel to the
Massachusetts, yes.

CHAI RVAN BURACK:  Thank you.

M. Harrington -- I"'msorry. M. --
MR, HARRI NGTON: | did have anot her
question though.

(Laughter.)

CHAI RVAN BURACK: M. lacopino.

MR 1ACOPINO | just have a couple of

qui ck questions, M. Gabler.

BY MR | ACOPI NO:

Q

If | understand your opinions correctly, well, tell if
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| do, is your opinions are based upon a concl usion that
you've nade that Laidlaw -- the Laidlaw Project that is
proposed coming on line essentially is the straw that
breaks the canel's back on the Coos Loop, is that
correct?

Correct.

Ckay. And, your opinions are based upon your review of
t he various system studi es that have been done for both
Cl ean Power Devel opnent, for Laidlaw, for Ganite
Rel i abl e, and ot her generators that are in the queue,
correct?

Actual ly, it goes back, if | may, eight years ago, when
| was on the House Science Technol ogy Energy Commtt ee,
and was involved in passage of a bill calling for the
state's first energy policy to be witten, and actually
served on the executive board of that energy policy and
hel ped formit, subsequently working around the state
In a variety of energy capacities. Mst recently, yes,
| have been involved with the North Country

Transm ssion Conm ssion since its inception, have been
involved in all the hearings. 1've had several
mul ti ple nmeetings with KEMA, the organization that's
doi ng the North Country study, including spending a day

wth themin their D.C. office discussing the issues.
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So, I've had a pretty extensive, both political and
variety, inpact, as well as ny background as an

engi neer and anal yzing the reports.

But it's your famliarity with the queue that gives you
the ability -- or, not the "queue", the existing
generators that gives you the ability to say that "this
particul ar proposed project is the one that will exceed
what the capacity of the Loop will be, once Ganite
Rel i abl e and C ean Power cone on line", correct?

Yes.

Ckay. Now, they're not the only -- Laidlaw s not the
only new producer in the queue, are they? There are

ot her peopl e behind them --

Oh, correct.

-- that will be in the queue for the Coos Loop, isn't
that correct?

Correct.

Who el se is out there?

There's a nunber of them being discussed. There's a

w nd project, | forgot the nane of it, 185 negawatt,
fromthe northern Coos County. There's a small w nd
proj ect been di scussed for Dixville Notch. There was
anot her small power generator being discussed for

Col ebr ook. There have been a nunber of them di scussed.
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And, they have been assi gned queue nunbers?

Well, the only one that's got a queue nunber right now
is the wind project in Coos County, which | think is --
North Country W nd?

North Country W nd.

If | understand correctly, everybody who is on the Coos
County Loop right now cane in under M ni mum

I nt erconnection Standards, is that correct?

Correct.

If Laidlaw didn't get a certificate, or for sone other
reason di d not devel op, the next person to conme in on

t he queue would, | guess your -- is it true that your
opi ni ons about whet her sonebody el se should conme in on
t he queue woul d be the sanme for who's ever next?

My opi nions would be the sane. | wll say, though,
that 1've talked with the devel oper for North Country
W nd, and he does not anticipate com ng on unless there
are significant upgrades to all ow everybody to operate.
So, basically, | guess what underm nes -- not

"underm nes", but underlies your opinion is that "well,
we got into the queue before Laidlaw did, and,
therefore, you know, the door's shut. And, now, it's
up to Laidlaw to basically either revanp the entire

| oop or not cone on line"?
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A That's the way the system operat es.
Q So that the door just shut after your project,

basically? That's your opinion?

A Yes.
MR 1 ACOPINO. | have no further
questi ons.
CHAI RVAN BURACK: Dr. Kent.
BY DR KENT:
Q | want to nake sure | heard you correctly earlier
said, for 125 mllion, you could upgrade the line to

400 negawatt ?

A The North Country Transm ssi on Conm ssion basis was

135

You

400 negawatts. PSNH s original estimate of the cost to

do that was 150. They have downgraded that to 125, and
have said it could even be a little cheaper, maybe
pushi ng 100. So, yes. But, I"'mjust trying to say
it's -- 125 is the nunber today, but it has been a
noving target in the history -- in the past, and coul d
wel | nove agai n.

Q So, if we're using the 125 mllion nunber, that would

be prohibitive for any single project you believe?

A | woul d think so.

s there anything to prevent all the generators in the

area tied to that line or potentially tied to that

1 ne
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from pooling their resources and upgrading to

400 negawatts?

A And, that's exactly the point of the KEMA study that's

currently going on. KEMA's charge or charter was
specifically to | ook at cost allocation nethods that
woul d allow that 125 mllion to be distributed such
that no single or no generator would be inhibited,
woul d be prohibited from devel opnent.

Q So, this is a matter of -- not a matter of "we' ve
outstripped the capacity of the line, and that's it."
It's "the |ine needs an upgrade to increase capacity,
but that's feasible, if people want to pony up the

noney" ?

A. Correct.

DR KENT: Ckay. Thank you.
MR HARRI NGTON:  Just one quick --
CHAI RMAN BURACK: Yes. M. Harrington.
MR HARRI NGTON:  Yes. Just a quick
foll owup on two statenents.
BY MR HARRI NGTON:
Q You had said that, on the RECs, that, in Massachusetts,
t he conbi ned heat and power would be a m ni num of
60 percent efficiency required under what you assune is

going to cone out of the rules. You said "CPD woul d
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neet that 60 percent"?
Correct.
And, that's -- it's not going to be on the power,
obviously. So, it's going to be providing heat to --
The paper mll in Gorham the -- used to be "Fraser",
now "Great Wod" -- to be "G eat North Wods Paper"”.
And, is that a done deal? |Is a contract signed that,
If CPDis built, that that will, in fact, take place?

W have a -- we have such an agreenent with Fraser.
We're in the process of negotiating to transfer that
agreenment to North Wods Paper.

And, | don't know, you m ght not want to even answer
this question, but, since you' ve been here for the
whol e hearings, would you like to hazard a guess as to
whet her the Laidlaw plant would qualify for that

m ni mum 60 percent efficiency?

It would not.

Ckay. You seem pretty confident of that?

As an engineer, it wouldn't, no.

Ckay. And, one, this last thing, you were responding
to a question from M. lacopino on his anal ogy on "the
door is closing", and you said "well, that's the way
the systemoperates”, | think that's a direct quote.

But, in fact, that's not the way the system operates.

{ SEC 2009-02} [Day 6/ AM Sessi on only] {09-10- 10}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO O WDN -~ O

[WITNESS: GABLER]

138

Under M'S, anybody is allowed to cone in as |long they
don't exceed -- their single plant doesn't exceed the
capacity of the line, because they nodel it with
everybody el se at zero out put.
| took M. lacopino's question to be nore a rhetori cal
or positional statenent, as opposed to a hard-and-fast
"Thou shall not build a plant after ours.™
Because there is nothing --
Because - -
-- in the systemoperational rules that prevents
anybody fromconing in under MS the way Laidlaw is
pr oposi ng?
Correct.

MR HARRI NGTON: Ckay. Thank you.

CHAI RMAN BURACK: M. 1 acopi no.

MR TACOPINO I|I'msorry, M. Chairnmn,

meant to ask this before.

BY MR | ACOPI NO

Q

But the other thing | wanted to clear up, nake sure |
understand, is that, on an average day, okay, not a day
when the wind's blowing to generate 99 negawatts out of
Ganite Reliable, but, on an average day, if -- there
i s enough roomon the Coos Loop for Granite Reliabl e,

for Cl ean Power Devel opnent, and for the Laidlaw
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Project, isn't that correct?
Addi ng the nunbers in ny head, yes.
33, 27, 57, is 1177
Yes. But, it's really -- renmenber, the "59" is really

"64". So, --
If they go back to | SO?
They have said they're going to. So, I'm-- yes. It
wll, on an average day, with 33 negawatts com ng out
of the Ganite Reliable, if they were capped to that
anmount, yes.

MR | ACOPI NO Thank you.

CHAI RMAN BURACK: Are there any other

questions fromthe parties for this witness? You do have

sonme questi ons?

MR, NEEDLEMAN:  Yes.

CHAI RVAN BURACK: All right.

(Court reporter interruption - brief
of f-the-record di scussi on ensued

regardi ng a recess.)

CHAI RVMAN BURACK: | just want to get a
sense, before we do break, if | may, Steve. | just want
to get a sense as to what -- how much nore tinme do you

think you need with this witness, M. Needl enan?

VR. NEEDLEMAN: Fi ve m nut es.
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CHAI RVAN BURACK: Five mnutes. M.
Rodi er, do you have questions for this w tness?

MR RODIER. | do, but --

CHAI RMAN BURACK:  How much nore tinme do
you need?

MR RCDIER.  Maybe not nore than five,
certainly not nore than ten.

CHAI RVAN BURACK:  Ckay.

MR RODIER: | nmean, I'mgoing to try to
make it quick.

CHAI RMAN BURACK: That's fine. You
don't think you have any further questions, Attorney
Br ooks?

MR BROOKS: No.

CHAI RMAN BURACK: Ckay. Here's what |I'm
going to propose that we do here. W wll take a break
for lunch here nonentarily. Wen we return, we wll
conpl ete the cross-examnation of this witness. | wll
tell you that | have, in the break we took earlier, | have
reviewed in canera on the material subject to the notion
that the Applicant nmade this norning. And, for reasons
that I will articulate in a witten decision, | am going
to grant that notion of the Applicant, to treat that

docunent as a confidential docunent.
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Having said that, | am going to,
foll ow ng the conpletion of our questioning of M. Gabler,
I will entertain a notion for us to enter into a
confidential session pursuant to RSA 91-A, so that we can
take testinony and ask questions about that particular
confidential docunent. | do not expect that to be
necessarily a very |long confidential session. As soon as
t hat has been conpleted, we wll cone back to our regular
session, at which time | would entertain closing argunents
fromany parties who wish to nake cl osing argunents. And,
on the understandi ng that presumably those cl osing
argunents would be 15 mnutes or so in length per party?
I's that about what, Attorney Needl eman, that's about what
you had in m nd?

MR, NEEDLEMAN:  Yes.

CHAI RVAN BURACK: Attorney Rodier, is
t hat about what you had in m nd?

MR RCDI ER:  Yes.

CHAI RVAN BURACK: Were you anti ci pati ng
maki ng any kind of a closing statenent, Attorney Brooks?

MR, BROOKS: No.

CHAI RVAN BURACK: No cl osi ng st at enent
at all? GCkay. And, then, | just want to get confirnmation

that there are no other nenbers of the public here who
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woul d |like to make public comment before the close? One
person. Are there any others? Two who would |ike to nake
brief public comments before we close. GCkay. W should
be able to acconplish all of that in our tinme remaining

t oget her here.

Do parties think that we coul d keep
ourselves to a 45-mnute |unch break or do people need an
hour ?

UNI DENTI FI ED SPEAKER:  Yes.

CHAI RMAN BURACK: We can do this in 45
m nutes? Let us then please do everything we can to be
back here by 1:15. And, | thank you all very nuch.

(Wher eupon the Day 6 Morning Session

recessed for lunch at 12:30 p.m The

Day 6 Afternoon Session to resune

under separate cover so designated.)
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