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PROCEEDI NG
(Hearing resuned at 9:05 a.m)

CHAI RVAN BURACK:  Good
norning. W will resune our proceedings in the
State of New Hanpshire Site Eval uati on Conmittee,
Docket No. 2009-02, Application of Laidlaw Berlin
Bi oPower, LLC for a Certificate of Site and
Facility for a 70-negawatt bi omass fuel energy
facility in Berlin, Coos County, New Hanpshire.

Before we return to our
conpl eti on of the panel of Messrs. Bartoszek and
Strickler, I"mgoing to ask counsel for the
Applicant, M. Needleman, if he has a notion to
make at this tine.

MR, NEEDLEMAN: | do,

M. Chair. Thank you.

Qur Exhibit No. 38 is a
confi dential docunent which is entitled,

"Devel opnent Agreenent and Associ ated Docunents.”
And it was our original intention to include with
t hat an anended version of the devel opnent
agreenent, which also had attached to it a | ease
form That was inadvertently |left out of that

docunent. So what we have done is supplied to
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the Comm ttee those two docunents now, which |

t hi nk have been designated as Exhibits 38A. And
what | would like to do is make a notion that,
for all the same reasons, that be treated
confidentially, |ike Exhibit 38.

CHAI RVAN BURACK: Thank you.
And when you say "for all the sane reasons," you
are referring to what?

MR. NEEDLEMAN: |I'mreferring
to the original notion we nmade, which you
granted, to treat the original devel opnment
docunents as confidential, on the basis that it
is a confidential business docunent.

CHAI RVAN BURACK: And so it's
your position, then, that anything nore than
limted disclosure of those docunents woul d
l'i kel y cause substantial harmto the Applicant's
conpetitive position? |Is that your position?

MR. NEEDLEMAN:. That's our
position. And we request that that docunent be
treated by the council -- the Commttee in the
same manner as the devel opnent agreenent.

CHAI RVAN BURACK: Very wel | .

For the reasons that we've di scussed here, and
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that will be further elaborated in a witten
order that | wll issue later, | will grant that
not i on.

Were there sone additional
exhibits also to be marked? Let us do that now
if we could, please.

MR, | ACOPI NO  Your Honor, the
first -- Your Honor -- the first exhibit,

M. Chairman, is a exhibit which is entitled,
"Berlin Power Plant Capital Structure,"” which
woul d be Applicant's Exhibit 65.
(Lai dl aw Exhi bit 65 marked for
identification.)

MR, | ACOPI NO The next
exhi bit appears to be another Forest CGuild
publication entitled, "Forest Bi onass Retention
and Harvesting Quidelines for the Northeast," by
the Forest @Guild Bionass Wirking G oup. And this
is dated May 2010.

Did you want this admtted as
a Commttee exhibit?

MS. VAUGHN: Commttee
exhi bi t.

MR TACOPINO So this was a
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data request of the Conmttee, so it should be
mar ked as the next Conmittee exhibit, which would
be Conrmttee Exhibit 9, | believe.
(Comm ttee Deposition Exhibit 9 marked
for identification.)

CHAI RVAN BURACK: So t his next
docunent that's circulating for the Conmttee is
Conmm ttee Exhibit 9.

MR, HARRI NGTON: Excuse ne,
M. Chairman. Just a question on the Applicant's
65. Are we going to get an explanation as to
what all this nmeans?

CHAI RMVAN BURACK: | expect
that we wll.

MR, | ACOPI NO The next
exhibit was at the request of the Conmttee as
well. It is a docunent entitled, "State of New
Hampshire Public Uilities Conmm ssion Direct
Testinmony of Lisa K Shapiro, Ph.D." in a
docunent entitled, "Request for Approval of Power
Pur chase Agreenent Between Public Service Conpany
of New Hanpshire and Lai dl aw Berlin Bi oPower."
And it's dated July 26, 2010. This should be
mar ked as Comm ttee Exhi bit 10.

{ SEC 2009-02} [ DAY 4 - AM SESSION] {8/ 26/ 10}
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(Commttee Deposition Exhibit 10 marked
for identification.)

MR RODIER. May | make one
conment ?

CHAI RMAN BURACK:  Yes.

MR RODIER Dr. Shapiro's
testi nony, you know, we haven't had a chance to
cross on that. W don't expect to have a chance
to cross on that. But, you know, there's a | ot
in there that we would contest. So | just would
li ke the Commttee to be m ndful of that when
you're putting sonmething in by a wtness, you
know, in another hearing. W certainly, when
t hose proceedi ngs cone up, are going to have sone
very extensive discovery and cross-exam nati on.

CHAI RVAN BURACK:  Attor ney
Rodi er, we appreciate and understand your point.
G early, any docunent that we have for testinony
that has been submtted in a formthat has not
been subject to cross-exam nation will have to be
understood and treated in that |ight.

| do understand that you have
i n your prior exam nation or cross-exam nation of

W t nesses here nade reference to sone testinony

{ SEC 2009-02} [ DAY 4 - AM SESSION] {8/ 26/ 10}
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of a M. Labrecque --

MR. RODIER: That's correct.

CHAI RVAN BURACK: -- | believe
it is, in this same PUC proceedi ng?

MR. RODIER: That's correct.

CHAI RVAN BURACK: Do you W sh
to enter M. Labrecque's testinony into the
record of this proceeding here as well?

MR. RODIER: The only reason |
didn't do that is because we had it read into the
record, and that serves ny purpose. But the -- |
forget what the standard is for adm nistrative
notice. But that's an option for the Conmttee.
| nmean, there is an extensive filing at the PUC
that has -- well, let nme give you a good exanpl e.

Comm ssi oner |gnatius asked a
question yesterday: Wat is PSNH going to pay
for the RECs? It was like, oh, that's
confidential. Wll, let's go to the PUC Wb
site. And, you know, we've got that wth us
today. |It's public. So there is a |ot of
i nformation there.

By the way, Conm ssioner

| gnati us should not know what is on the PUC Wb

{ SEC 2009-02} [ DAY 4 - AM SESSION] {8/ 26/ 10}
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site, in ny opinion. And |I'mjust saying that
because | think that would be inproper. So |
think it's a good thing that -- a conplication
she wasn't aware of what was there. But it's
information that has been sent in. But if she
wll be on, you know, a hearing like this, she
shoul d only consi der evidence. So |I'm just
saying that. | don't want anything | say to be,
you know, taken as sonehow as -- there's a |ot on
the PUC Wb site that anybody shoul dn't
necessarily be aware of, and, in particul ar,
Conm ssi oner |gnati us.

CHAI RVAN BURACK: Thank you,
Attorney Rodier. Again, we did request that this
be submtted because it was referred to. |If
you're confortable with your reading of
M. Labrecque's testinony, to |leave it at that,
that's fine.

MR RODI ER:  Sure.

CHAI RVAN BURACK:  And agai n,
we will give all of the evidence that we receive
such weight as we think is appropriate.

MR. RODIER: That's fine.

CHAI RVAN BURACK: Thank you.

11
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12

MR, | ACOPINO The final
exhibit to be introduced this norning,

M. Chairman, is a docunent that was requested by
the Commttee entitled, "Energy from Forest

Bi omass Potential Econom c |Inpacts in
Massachusetts," prepared for the Massachusetts

D vi si on of Energy and Resources and the
Massachusetts Departnent of Conservation and
Recreation. |It's prepared by the University of
Massachusetts, Departnent of Resource Econonics,
and dat ed Decenber of 2007.

And | think that would be the
next Commttee exhibit which woul d appear to be
Commttee Exhibit No. 11. And | will pass these
out as well.

(Comm ttee Deposition Exhibit 11 marked
for identification.)

CHAI RVAN BURACK: All right.
Thank you all for your patience.

Att or ney Needl eman, you had
sonme additional direct for these w tnesses, |
understand. And will you also work us through
this Applicant's 657

MR. NEEDLEMAN:  Sure.

{ SEC 2009-02} [ DAY 4 - AM SESSION] {8/ 26/ 10}
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13

CHAl RMAN BURACK:  Thank you.
MR. NEEDLEMAN: Yeah, just a

of coupl e questions. Thank you, M. Chair.

DI RECT EXAM NATI ON

BY MR NEEDLEMAN:

Q

M. Bartoszek, can we turn first to
Comm ttee Exhibit 1A, which is the NewCo
bal ance sheet.

Do you have a copy of that in front of
you?
(Bartoszek) | do.
The Chair was taking you through that
bal ance sheet yesterday and asked you a
coupl e of questions about sone particul ar
entries that you were not famliar with at
that tine.

Have you had a chance now to go back
and | earn nore about those?
(Bartoszek) Yes, | have.
I'"'mlooking in particular at -- under the
Assets heading. At the bottom of that
there's a heading for Gther Assets. And
there are two entries: One is a $500, 000

entry for investnent deposit and the ot her

{ SEC 2009-02} [ DAY 4 - AM SESSION] {8/ 26/ 10}
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is a $21,439 entry for security deposits.
Can you describe for the Commttee what
t hose represent?
(Bartoszek) Sure. The $500, 000 -- excuse ne
for ny voice. |'mKkind of under the
weat her .

The $500, 000 deposit represents a
pur chase deposit in connection with the
contenpl ated acquisition of the Applicant by
NewCo, and the $21, 439 deposit represents
retainers on account with law firns.
Thank you.

Movi ng now to the i ssue of New Market
Tax Credits. You were asked yesterday if
you knew who the all ocatees were for those
credits. Do you now know -- do you now have
t hat information?
(Bartoszek) Yes, | do. Wuld you like ne to
state thenf
Yeah, pl ease provide that.
(Bartoszek) The all ocatees are New Hanpshire
Busi ness Fi nance Authority; Seedco Fi nanci al
Services, SSE-E-D-C O and CEl Capital

Managenent .

{ SEC 2009-02} [ DAY 4 - AM SESSION] {8/ 26/ 10}
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And those are all third parties with no
relationship to the Applicant here or any of
the entities related to the Applicant?
(Bartoszek) That's correct.

And with respect to the $500, 000 | oan fund

t hat was nentioned in the context of the New
Mar ket Tax Credit, do you want to clarify
your statenents regarding that?

(Bartoszek) Yes, | would. [I'mjust going to
read briefly fromsome infornation prepared
to further describe it.

"The New Market Tax Credit Programw | |
also allow us to fund $500, 000 toward ot her
| ocal projects that the Cty of Berlin wll
identify as the top community priorities.
This is upfront cash that the New Mar ket Tax
Credit Programw ||l allow us to nake
avai |l able directly for the benefit of | ocal
residents. This half-mllion dollars of
cash becones available Day 1 after we cl ose
t he New Market Tax Credit financing, which
woul d cl ose concurrent with the overall
proj ect financing closing."”

Thank you.

{ SEC 2009-02} [ DAY 4 - AM SESSION] {8/ 26/ 10}
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You have in front of you what's been
desi gnated as Applicant's Exhibit 65. The
title of this docunent is "Berlin Power
Pl ant Capital Structure.” And there was a
request yesterday that we provide a visua
representation of what the capital structure
of the project |ooks |Iike. Could you please
briefly walk the Commttee through this
exhi bit and explain how it works.

(Bartoszek) Sure. As we see, as we drew on
the white board yesterday, we have NewCo up
on top as the contenpl ated owner of the
Applicant, as well as the current owner of
PJPD. And as we di scussed, PJPD owns the
physi cal assets of the facility and acts as
| essor to the Applicant, Laidlaw Berlin

Bi oPower. The | ease paynent -- the | ease
requires | ease paynents, and that's what the
arrows represent, | ease paynents goi ng

bet ween the Applicant and PJPD as the

| essor.
PJPD, as the lessor, will be
responsible for -- well, the debt financing

or the project financing arranged to
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construct the project wll be secured by the
assets held by PIPD. And typically in that
ki nd of financing, all of the assets and

mat eri al contracts will be assigned as
collateral to the lender. Those funds w |
flowto PIJPD, who, in turn, wll make them
avai |l able to the Applicant for the
construction of the facility.

There's al so |ines showi ng guar ant ee of
debt, just to nake that clear. As | said --
or as | just said, the assets and materi al
contracts typically serve as collateral to
the lender. So the Applicant wll al so
guarantee the obligations of the | essor, so
that their -- in the event of a default.
Basically, this allows the situation where a
| ender could declare what's called a
cross-default. So the two parties woul d
be -- if one party is in default, so would
the other party be.

On the right-hand side underneath the
Applicant we see Fibrowatt, PSNH, Cousi neau,
Honel and and Babcock & W/ cox.

| think the point -- probably one of

{ SEC 2009-02} [ DAY 4 - AM SESSION] {8/ 26/ 10}
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t he biggest points that we'd |ike to make is
the fact that the power purchase agreenent
will be held by the Applicant and that the
cash flows fromthe power purchase agreenent
wll flowto the Applicant. All cash flows
of the project will flowto the Applicant.
And that will be the source of paynent of
the | ease paynent; and the | ease paynent, in
turn, will serve as the source of paynment
for the debt service. So that's the flow of
f unds.

And t he Cousi neau contract and the
Fi browatt and Honel and contracts wll al so
be, as wll all material contracts be, with
t he Applicant. So, paynment to Cousi neau for
its fuel supply will also occur by the
Applicant fromthe proceeds of the power
pur chase revenues.

And the Honel and and Babcock & W/ cox
roles in connection with the constructi on of
the plant, in connection with the EPC --
Babcock & Wl cox's role as EPC contractor,
and Hormel and' s oversi ght of Babcock & W/ cox

as the EPC contractor, and manager of
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construction -- wll also occur for the
benefit of the Applicant, the | essee.

And then, down at the bottom we cone to
the contenpl ated capital structure, which I
believe M. Roth asked us to clarify
yest er day.

So, of the total projected $167 mllion
budget, there would be this projected-to-be
total indebtedness of approximately $137
mllion split between Series A and Series B
bonds. Basically, those are pari passu.
Those bonds are of equal stature in the
capital structure. And then equity
representing $18 mllion of cash
contenpl ated to be contributed by NewCo in
furtherance of the devel opment of the
project, and the other 12 mllion that I
descri bed yesterday fromthe proceeds of the
New Mar ket Tax Credit.

And if you recall, | explained the
Seri es B bonds connection to the New Market
Tax Credit. So if you add the 32.5 to the
12 of the New Market Tax Credit, you cone up

to the total allocation of 44.5 mllion. So
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the 12 mllion proceeds to the project
basically represents the equity portion, and
the 32.5 represents the debt portion of the
New Mar ket Tax Credit allocation.
Focusi ng on PSNH here for a mnute, you said
that they are on there with reference to the
pur chase power agreenent; is that right?
(Bartoszek) That's correct.
You'll recall yesterday that M. lacopino
asked you a question about what recourse
third parties mght have toward the
Applicant with respect to liabilities,
i ssues |like that. And when you provided
that answer, | don't believe you nentioned
t he power purchase agreenent.

But is it correct that, when the plant
is operating, that will be providing a
significant stream of revenue to the
Appl i cant ?
(Bartoszek) That's correct. As | tried to
poi nt out, the power purchase agreenent is
obvi ously an asset of the Applicant, and the
revenues and the cash fl ows associ at ed

therewth are obviously a key asset of the
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Appl i cant.
Q And do you understand that, if the Commttee

i ssues the certificate that you' re seeking
here, that you, as the Applicant, are
responsi ble for conplying with all the terns
and conditions of that certificate?

A (Bartoszek) | do.

Q M. lacopino al so asked you yest erday
whet her NewCo woul d be willing to guarantee
t he performance in sone form Have you had
a chance to discuss that issue with NewCo?

A (Bartoszek) Yes, | have.

Q And is it your understanding that, if the
Commttee desires it, NewCo would be wlling
to be bound by the conditions and
obligations and requirenents of the
certificate?

A (Bartoszek) Yes, that's correct.

MR. NEEDLEMAN: | have no
further questions.

CHAI RVAN BURACK:  Thank you
very nuch, Attorney Needl eman.

At t or ney Schni pper.

MR. SCHNI PPER: Just a coupl e
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of questi ons.

CRCSS- EXAM NATI ON

BY MR SCHN PPER:

Q

Wth regards to the $500, 000 grant portion
of the New Market Tax Credits, am | correct
I n understanding that, at closing those
funds wll be disbursed directly to the
Cty?

(Bartoszek) It's our understandi ng that they
wi |l be disbursed fromthe all ocatee to the
Cty.

So when you say that the Gty identifies its
top priorities, is the Gty identifying its
t op econom c devel opnent priorities? 1Is it
i dentifying an all ocatee?

(Bartoszek) It's identifying its top

econom ¢ devel opnent priorities.

So, as | understand it then, the funds would
be di sbursed to the all ocatee, who woul d be
I dentified through the New Market Tax Credit
Program but then the City would basically
direct that all ocatee to spend the funds at
the Cty's sole discretion? | mean, is that

a fair description?
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(Bartoszek) | believe so. W actually, |
bel i eve, are going to have our consultant
avai l able later today who is assisting us in
connection with arrangi ng the New Mar ket Tax
Credit financing. He could probably answer
nore detail ed questions --

Ckay. Geat.

(Bartoszek) -- in connection with exactly
how t hose funds flow, if need be. But I
bel i eve your characterization is generally
correct.

Ckay. Fantastic. Wth regard to the
cross-collateral -- sorry, not-cross
collateral -- the cross-default provision,
am | correct to understand that if PJPD
defaults on sone of its debts to the
third-party lenders, then the Applicant w ||
also -- can be declared to be in default?
Is that a correct understanding? So, in
that event, the | enders woul d have what ever
renedi es are provided for in the debt
contracts directly against the Applicant at
that tine?

(Bartoszek) Right. | nean, typically, if
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PJPD were to default, and the facility woul d
nost |likely continue to -- unless there's
sone catastrophic event that would stop the
facility fromoperating -- the | ender woul d
presumably step into PJPD s shoes or appoint
sone third party to step into PIPD s shoes.
But it shouldn't disrupt the operation of
the facility. A lender is obviously going
to want to see the facility continue to
operate and generate cash fl ow.

Sure, for revenue reasons. But | guess ny
question is, if -- so, just in that event,
woul d they be basically relying on their
financial interests to notivate themto keep
t he plant going, or would they be bound by
all the contractual obligations of the
Applicant once they sort of took -- you
know, took advantage of their renedies in
default? And that nmay be getting too
conmplex. | just -- you know, when | heard
that, | wondered, basically, if they choose
to step in, are they obligated to conti nue
operating under sort of all the assunptions

of these contracts, or is that sort of
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w thin their discretion?
(Bartoszek) Well, we obviously haven't
drafted the debt agreenents at this tine.
But typically, a lender is going to want to
continue to see the asset operate, |ike any
bank or nortgage hol der.
| guess to give you an anal ogy:
Sonebody who's |l ent noney to a nmajor capital
project like this obviously wants to get
t heir noney back.
OF course.
(Bartoszek) And the nobst likely way they're
going to get their noney back is through the
continued operation of the facility, because
t he cash flows are nuch nore val uabl e than
t he sale of the physical assets thensel ves.
So there's a very strong incentive to
al ways seek conti nued operation, unless, as
| said, for sone catastrophic reason
operations can't conti nue.
Right. | guess I'"'mjust trying to tease out
the difference between the incentives that
are based on financial notivations and, you

know, | egally binding obligations that --
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you know, | nean, fromthe Cty's
perspective, once a major project like this
gets going, they want to see it carried

t hrough just in productive use.

(Bartoszek) Obvi ously.

All right. One other question. |In terns of
the cash flow that's going out to the
Appl i cant upon the commencenent of
production and sale of electricity, can you
explain a little bit about how -- up until
the tinme that electricity has been
installed, basically all operating funds are
bei ng provided just through the | ending
structure?

(Bartoszek) That's correct. So at the
financial closing, the | ender and any ot her
capital commtted for the project will be
put into a financial institution and wll be
drawn down in accordance wth a schedul e for
the construction of the plant. So those
funds will be -- will all be available to

t he Applicant as the Applicant is
constructing the facility, to neet its

financial obligations to pay its EPC
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contractor and various parties.

So | guess as the | ender-acquired funds go
down, funds cone -- that cone from operation
will come up, and there will kind of be a
basel i ne of avail able resources that are --
this is kind of about the liability and just
the availability of funds to neet whatever
unexpect ed expenses mght arise. So they'll
al ways kind of -- there's a baseline that's
provided by the lender. Once that's
exhaust ed, operating funds cone in, and
that's kind of the overall schenme?
(Bartoszek) Well, as | nentioned yesterday
when we tal ked about the overall

$167 mllion, that total doesn't

represent -- all represent construction
costs. So | think what you're at -- sort of
driving at is what sort of backstops are

t here.

That's right.

And typically in a project like this, there
are going to be nunerous reserve funds:
Reserve funds for operations, reserve funds

for maj or mai ntenance, reserve funds for
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wor ki ng capital, and work reserve funds for
debt service. So those funds are set aside.
They're generally not touched unl ess they
need to be touched. And if they' re drawn
down for some reason to neet obligations,
then generally they'll be required to be
repl aced fromfuture cash flow so that

t hey' re brought back up to their original
nunber. So there should al ways be funds set
asi de for extraordinary purposes in the form
of various reserve funds.

And is the structure of those funds and the
amount of theminfornmation that wll be
avai l able to the Gty?

(Bartoszek) | assune so. |I'mnot sure to
what extent the ternms of the overall project
financi ng woul d be confidential. But I

don't see any reason why that would be a
probl em

Sure. And as |'m sure you understand, the
City is only |looking for assurances in terns
of liability issues, not in ternms of getting
i ntrusi ve on confidential business matters.

(Bartoszek) Sure.
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| think that's all we have. Just want to
say the City is happy to hear about the

agreement of NewCo to bind itself to the

terms and conditions of the permt as well.

CHAl RMAN BURACK:  Thank you,

At t or ney Schni pper.

At torney Rodi er.
MR. RCODI ER  Thank you.
CROSS- EXAM NATI ON

BY MR RODI ER

Q

o > O »

M. Bartoszek, you recall Comm ssioner

| gnati us asking you yesterday what PSNH
woul d pay for the RECs produced by the
pl ant ?

(Bartoszek) | do.

You said it was confidential.

(Bartoszek) Yes, | did.

Now, there's two options here. One is that

I can bring over PSNH s testinony and put

It

in front of you and ask you to read it into

t he record. But in lieu of the tine here,

l'"mgoing to try with a very strai ghtforward

question to see if we can get an answer.

Ckay?

29
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(Bartoszek) Sure.

Here's ny attenpt.

(Bartoszek) |I'd be happy to try to help you.
Don't want you to say anything that's
confidential, okay. |I'mnot trying to get
into that.

But the plant's going to produce RECs
that PSNH is going to buy; isn't that right?
(Bartoszek) That's correct.

And even if there are no RECs anynore,
because the | aw changes, PSNH is going to
continue to pay for RECs as if they were
still in existence.

(Bartoszek) The contract contains a cl ause
with respect to change of law -- you are
correct -- that if at sone point the RPS is
done away with in the state of New
Hanmpshi re, PSNH woul d conti nue to nake
paynents to us. And the purpose of that
kind of a clause is, obviously -- again, the
whol e pur pose behind the 20-year power
purchase agreenment is to create certainty of
cash fl ow over 20 years.

Ckay. Now, PSNH is going to pay for the
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RECs. They're going to pay sonme undi scl osed
percentage of the EPC, is that correct?

A (Bartoszek) Well, just so -- and again, |
want to help you to whatever extent
possi ble. But, again, | don't want to
overstep ny bounds. So if you don't m nd,
Il give you an exanple of -- |'mreadi ng
from Page 29 of Exhibit 40, which is the

redact ed version of the PSNH power purchase

agr eenent .
Q Ckay. So, is it -- oh, the agreenent. Can
you hang on for a second and I'll find that?

A (Bartoszek) Sure.

MR TACOPINO D d you say
Page 297

MR, BARTOSZEK: It's nmarked as
Page 29 of -- | guess 29 is the exhibit -- it's
Page 10 of the contract.

MR | ACOPI NO Okay.
BY MR RODI ER
Q Ckay. | have it.
A (Bartoszek) Okay. So, in order to try to

answer -- excuse ne -- to try to answer your

question, I'll read from-- and this would
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be Clause 6.1.2(c)(i) -- 1 or little 1.

"For New Hanpshire Cass | RECs that
are generated pursuant to facility operation
during the first five operating years of the
term PSNH shall pay the product of" -- and
that next part is redacted -- "of the
renewabl e products paynent that is
applicable to the period during which the
New Hanpshire C ass | REC was generated
and... the quantity of New Hanpshire d ass |
RECS del i vered during that period."

Right. | said PSNHis going to pay you an
undi scl osed percentage of the RPC anount.
So you're agreeing with ne, aren't you? The

answer to the question is "Yes"?

(Bartoszek) | believe that's generally
correct.
Ckay. Now, the point here is that. | am

spaci ng out here. Tell nme what RPC stands
for real quick.

(Bart oszek) Renewabl e products paynent.

No, ACP.

(Bartoszek) Onh, alternative conpliance

paynment .
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Ckay. Correct. Now, that is set by | aw,
isn't it?

(Bartoszek) That is.

Okay. About $65 a REC? |Is that correct?
Currently.

(Bartoszek) | believe that it was originally
$57.12, and it's adjusted annually for
inflation. And that was in, | think,

2008 dollars -- 2008 or 2009, when the RPS
was passed --

Ckay.

(Bartoszek) -- or was enact ed.

Let's just say for the sake of discussion
it's $60, okay.

(Bartoszek) Sure.

Do you know what the current market price

I s?

(Bartoszek) | don't know that there's really
a market price for New Hanpshire RECs,
because it's not a very |liquid narket.

Ckay. So are you famliar with | CAP Energy,
a big broker of RECs?

(Bartoszek) | am

It's got nothing to do, by the way, wth
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ICAP or I1SO It's ICAP, but it confuses
people. It's got nothing to do wth
capacity paynents to | SO

So you are famliar. Do you get their
br oker sheets every day?
(Bartoszek) No, | don't.
Do you get themonce in a while?
(Bartoszek) | get sheets with information
fromother marketers of RECs in New Engl and,
not that one specifically.
Wl |, these New Hanpshire RECs that we're
tal ki ng about here, they're worth about $15
right now, is that right?
(Bartoszek) | couldn't agree with that
statenent. As | said, New Hanpshire RPS is
pretty nascent at this stage. It was only
recently enacted. It's not a very liquid
mar ket place. So | don't really know that
there's areally -- you could really point
to a fair market price.
My only point is it's -- you're not aware
t hat on the | CAP broker sheets there's a
"bi d asked"” section for New Hanpshire
Cass | RECs?

34
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(Bartoszek) I'm not aware of that.
Ch, okay.
(Bartoszek) As | said, | don't normally get

their information.

Wuld it surprise you that they're only
worth $157

(Bartoszek) That seens rather subjective to
say that "they're only worth $15."

Ckay. Even though there's brokers saying,
i f sonebody’'s bidding 15 and sonebody's
asking 16, it's still subjective -- let's
drop it.

(Bartoszek) That's your conclusion. |
nean. . .

Al'l right. Look, | understand what you're
saying, so we're going to nove on here.

So, just to say -- for exanple: Let's
just say PSNH is going to pay you 80 percent
of the ACP. And the ACP you said was
approxi mately 60. Then PSNH woul d be payi ng
you $48; right?

(Bartoszek) In that exanple, that woul d be
correct.

All right. 1It's not the nmarket price;
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correct? So let's just | eave this.
(Bartoszek) Well, can | respond?

OF course.

(Bartoszek) | think that, as | tried to
poi nt out earlier, you could use the sane
exanpl e for power. Power has a market
price, capacity has a market price, as do
RECs. But again, RECs are a nascent market
in New Hanpshire because they're not --
haven't been around that long. So there
really isn't, in ny view, an established
mar ket for RECs in New Hanpshire.

But the point -- the whole point of a
power purchase contract is to establish a
price, a fixed price, or to create certainty
of cash flow. So if your argunent is, well,
it's not the market price, that's kind of
the point. Because if it were the market
price, it would be very hard to attract
fi nanci ng.

M. Harrington's questions nmade his point
very well yesterday. There's a difference
bet ween a contract -- a fixed contract price

and a market price, and the risks inherent,
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and that it takes those risks. So | do
understand that. But | do want to nove on
her e.

And |'ve really got to ask M.
Strickler. You testified the other day --
was it Tuesday? Do you recall? It seens

like it could have been |like three years

ago.
(Strickler) Yes, | testified yesterday.
Your testinony still stands?

(Strickler) Yes.

Any question -- any answer that you m ght
have given to any question of mne, that's
still correct?

(Strickler) As far as | know.

Ckay. Wll, you told ne that Honel and --
you, as an officer of Honel and, are
responsi ble for construction and operati on
of the plant; is that right?

(Strickler) That's correct.

And you report directly to NewCo, under
contract to NewCo?

(Strickler) Well, under contract to NewCo.

Il will be -- our obligation, though, is to

{ SEC 2009-02} [ DAY 4 - AM SESSION] {8/ 26/ 10}




© o0 ~N oo o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O OO N OO O »d W DN -~ O

[WITNESS PANEL: Strickler/Bartoszek]

> O >» O >

38

perform services to the Applicant.

VWll, | understand that. But this chart
here should have a line going -- a straight
| ine, not dotted, up to NewCo, because you
have the contract with NewCo, don't you?
(Strickler) At the end of the day, it wll
be with the Applicant, but -- the services
provided are to the Applicant. Qur
obligation is to provide the services to the
Applicant --

| under st and.

(Strickler) -- and they'll have the ability
to, you know, direct us in any way that they
see fit.

Ckay. Do we have to go back and | ook at
what your testinmony is or maybe go back in
the transcript? I'mjust trying to ask you.
You told ne that you, Honel and, were under
contract with NewCo --

(Strickler) That is correct.

-- to provide those services.

(Strickler) I did say that.

Ckay.

(Strickler) And the service is provided to
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the Applicant, as directed by the Applicant.
Ckay. So then, ny question is, if you'l
turn around and read that chart, does that
chart need to reflect the fact that Honel and
has a contract with NewCo that requires
certain things from Honel and, as far as

desi gn, construction and operation and

mai nt enance of the plant?

(Strickler) We will at the -- once the
contract -- once the transaction that's been
descri bed has been conpl eted and before
financing the project, we will ultimately
have a contract wth the Applicant. That
will be required by the | enders.

Tal ki ng about your anended testinony that
you put in. And you said post-closure
you're going to have a contract directly
with NewCo, if | understood you.

(Strickler) I don't recall saying

"post-closing."

Vel |, okay.
(Strickler) But in any event, | will state
here, now, that our contract will ultimtely

be with the Applicant.
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Let's | ook at Page 2, then, of Exhibit 52.
Do you have it?

(Strickler) Yes.

Now, | guess | have to ask you to read this
into the record. So would you read for the
record what is in red on Lines 2 through 5.
(Strickler) "Under contract with NewCo
Energy, LLC, Honeland is to provide service
to the Applicant for the devel opnment,

desi gn, construction and operation of the
Berlin project after the change in ownership
descri bed in M chael Bartoszek's anended
testi nony and the anended application.”

All right. 1It's not a short-termthing.
This is the deal; right? That's what you
said. This is one of the reorganization
changes you reported to the PUC under oath;
isn't that right?

(Strickler) Yes. And at the end of the day,
what |'mtestifying here is that, at the end
of the day, at the time of financi al

closing, our agreenents will have to be with
t he Appli cant.

Oh, | understand what you're sayi ng today.
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I"mjust trying to conpare it and contrast
it, actually, to what you said the other
day. And | asked you if you were sure. OCh,
yeah, you're sure. W have a -- there's
been a change, hasn't there? You're
changing the story, aren't you?
(Strickler) No.
No? You're changi ng your testinony?
(Strickler) I"'mtrying to make it clearer.
Ckay. One other thing. Comm ssioner
| gnati us asked you -- asked M. Bartoszek
questions about R chard Cyr and Robert
Desrosiers; did she not, M. Bartoszek?
(Bartoszek) Yes.
Ckay. There's sone information on the Site
Eval uation Committee Wb site that | wanted
to just ask you about.

PJPD is |ocated at a residence at
130 dinton Street, Portsnouth, New
Hanpshire; is that correct?
(Bartoszek) PJPD is a special - purpose
entity --
Look, I'm asking you a question. Is it a --

(Bartoszek) | don't know the physi cal
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| ocati on.

Do you know where Richard Cyr lives in

Por t snout h?

(Bartoszek) | don't know his address, off
the top of ny head.

You don't know if it's 130 Cinton Street?
(Bartoszek) I'msorry. | don't.

Have you ever been over to Cate Street?
(Bartoszek) |I'msorry?

Ever been over to Cate Street?

(Bartoszek) Yes, | have.

You have. N ce building, isn't it?
(Bartoszek) The street or --

No, the building. The street's not nice,
but the building is.

(Bartoszek) Yes, | have.

Ckay. Richard Cyr's the landlord, isn't he?
(Bartoszek) | don't know that.

You don't know that? H's nane is on the
front door. But anyway --

(Bartoszek) 1've never noticed that.

But anyway, that's where Cate Street Capital
is, isn't it?

(Bartoszek) Yes, that's correct.
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And woul d you happen to know that, if on
a... if in a press release on April 18,
2009, Keith Mieller, an advisor to Cate
Street Capital and a forner enpl oyee of
Accenture, clainmed that Cate Street Capital
I's, quote, the owner and devel oper of a New
Hanmpshi r e- based bi onass plant that is

I ntended to provide 65 negawatts of clean

energy starting in 2010 -- is that news to
you?

(Bartoszek) I'm not sure what your question
I'S.

Let's just assune -- you don't have to

concede it if you don't want to. Let's
assune it's the same Keith Mueller, a forner
enpl oyee of Accenture, okay. Your Keith
Miel l er is a former enpl oyee of Accenture,
isn't he?

(Bartoszek) Yes, |'msure we're probably
tal ki ng about the sane person. But if the
question is, what's the ownership structure
of the Applicant and its parent

organi zations, it's what's witten on the

board behi nd ne.
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I know. |'m asking you a question.

You said you've visited Cate Street

Capital; is that correct?

(Bartoszek) | have.

Ckay. |'m asking you that the | anguage
quoted says that it's -- M. Mieller is

quoted as saying that Cate Street Capital is
t he owner and devel oper of a New
Hanpshi re- based bi omass plant which is
i ntended to provide 65 negawatts of clean
energy starting in 2010. That was rel eased
on, | believe, April 18th.

Is that news to you?
(Bartoszek) | guess it's news to ne.
Ckay.
(Bartoszek) | guess, just to be clear, the
owner of the --
Ckay. | know that --
(Bartoszek) -- the physical owner of the
assets is PIPD
| know that. You know what? This is ny
letter to the PUC. | said in Decenber that
PJPD was the owner of the assets, okay. So

I know what's going on here. | don't need a
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third tinme to have it pointed out to ne.
Thank you.

Wth respect to M. Desrosiers, he's
the -- Ms. lgnatius asked you about Robert
Desrosiers, didn't she?

(Bart oszek) She did.

Now, he's the office manager at Cate Street
Capital, isn't he?

(Bartoszek) | believe so.

Yeah. And you were there, so you knew t hat;

right?
(Bartoszek) I -- no, | don't really know
exactly what his role is. 1've net Bob

Desr osi ers.

Yeah. Wll, | hope so. He's |like one of

t he managers, right, of one of these
critical entities? | hope you've nmet him
(Bartoszek) It's not unconmmon to, | nean
speci al - purpose entities, to appoint soneone
to be a manager. | nean, oftentines, |I'm
sure you know as an attorney, M. Rodier,

t hat soneti nes you' ve probably forned
speci al - purpose entities for your client and

appoi nted yourself as nmnager.
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Q No, | appointed ny wiwfe. But you're right.
| certainly agree it's often sonebody that's
just there, that you can't really trace back
toreally what's going on. | know W do
it all the tine.

So we've tal ked about Robert Desrosiers
and we' ve tal ked about Richard Cyr. So |
guess what I"'mgoing to do at this point is
drop this and try to stick to 10 m nutes.
And let nme just check ny notes.

(Pause)
MR RODIER. That's all 1've
got. Thank you.
CHAI RVAN BURACK: Thank you,
Att or ney Rodi er.
Counsel for public.
MR. BROOKS: Thank you,

M . Chai r man.

CROSS- EXAM NATI ON

BY MR BROOKS:

Q We have a coupl e questions, and | think that
it mght dovetail with the question posed by
Menber Harrington regardi ng whet her or not
NewCo woul d agree to be bound by the terns
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of the certificate once it's issued.

That was our concern as well. | nean,
we tal ked about a | ot of these different
entities and that they were created for what
you described as liability purposes. And
there's a lot of very legitimate liability
pur poses that you nay be guardi ng agai nst:
tax liability, debt liability, maybe even
slip and fall, depending on who they are.

But we would like to nake sure that the
right entities are bound by the certificate.
And you' ve already taken a step there for
NewCo.

Because PIJPD is the owner of the assets
and the owner of the property, would you be
wlling to investigate a condition or sone
way simlar to the NewCo condition that
woul d bind PJPD to those conditions as well?
(Bartoszek) I'mqquite sure that woul d be
acceptable. W offered the NewCo guaranty,
because that's the parent organi zation of
PIJPD. But I'mquite sure that would be fine
as wel | .

Ckay. And | ask that just because NewCo
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does have the hundred-percent ownership, but
they go through Aware, and then Aware goes

t hr ough PJPD.

(Bartoszek) Correct.

So | did want to ask you if you'd be willing
to do that.

Simlar question is for two of the
topics that we' ve discussed before. One is
the kind of Brownfield, both obligations and
t he covenants that m ght benefit the
property that are out there.

| believe the question before was who
wll be the assign of the covenants that
we -- that Public Counsel entered into
evidence. And there just seened to be a
little bit of specul ati on about who the
assign would actually be. And we'd like to
have sonme assurance about who believes is
actually going to be the assign of those
covenants and how that's going to work,
instead of us -- let's say we had an issue
|l ater on. We don't want to be in a position
of trying to track down, you know, and go to

one entity and they say, well, actually,
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It's not us because our structure is X, and
so go to this one, and we go back and forth.

So, a simlar condition outlining, you
know, both who benefits and who i s burdened
by those covenants.

MR. NEEDLENMAN: Maybe | coul d
speak to that. W would certainly be agreeable
tothat. | tried ny best to clarify that with
the Tl area yesterday. |I'mstill not sure | got
all the way there. But we want to get all the
way there, and we will work that out to your
sati sfaction.

MR. BROOKS: And that may be
not hing nmore than us all figuring out who
actually is the assign and then nenoriali zing
that in sone way so that there's no guess work.

MR. NEEDLEMAN:. That woul d be
fine.

MR ROTH. If | mght junp in
now at this point, just for a brief second,

Al | en.
MR, BROOKS: Sure.
MR. ROTH: As a result of

the -- and | don't know if this is a question for
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Attorney Needl eman. You m ght want to go be
sworn in, but --

MR, NEEDLEMNMAN: No.

MR. ROTH: As a result of the
i nvestigati ons of the groundwater that are to be
conducted, one m ght expect that there would be a
requi rement of a groundwater managenment perm t
bei ng put in place.

Who woul d you expect to be the
applicant for the groundwater nanagenent permt?
Wul d that be PIPD? And | guess this is just the
sane question Allen asked, but nore specifically
directed to the groundwater water management
permt.

MR. NEEDLEMAN: It's sonething
| would prefer to tal k about with you separately.
Frankly, we've only thought about that in very
general terns at this point.

MR. ROTH. kay.

BY MR BROCKS:

Q So, a simlar question with respect to
Fibrowatt. | believe that the testinony was
t hat you woul d be the, you know, operations

and nai nt enance, which | assune neans, let's
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say for air em ssions purposes, that you
woul d be the operator under the regul ati ons?
(Strickler) That is correct.

And I'mnot -- | can't remenber. But if you
can renenber, remnd me. W was actually
listed as the applicant on the air permt?
Do you know?

(Bartoszek) Well, the Applicant in this
proceeding is -- would be the recipient of
the permt. And Fibrowatt, as the operator
of the facility, would ensure conformty
wWth the permt conditions. But the permt
hol der is the Applicant.

Is the Applicant. And who is listed as the
owner? Not necessarily the Applicant, but

t he owner. Was that |isted as Laidl aw or

PJPD?
(Bartoszek) | know that, at the time -- and
if I"mwong, | know our environnental

consultant's in the room and perhaps he can
correct ne. But | believe we clarified with
DES, that as the | essee and as the party

t hat has day-to-day control of the facility,

the proper party on the air permt is the
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Applicant in this proceeding, Laidlaw Berlin
Bi oPower .

Because they have a hundred-percent property
interest for that term underneath the term
of the lease? |Is that kind of the |ogic?

(Bartoszek) R ght. Exactly.

Ckay. Again, if you're wlling to entertain
it -- and naybe, M. Strickler, you can
chime in -- we'd be | ooking just to make
sure that we all -- maybe the testinony wll

do it, but maybe even a condition would be
better -- that, in fact, Fibrowatt wll have
that operator liability underneath at | east
the air em ssions permt, so we know that if
sonet hi ng goes wong who we're | ooking for;
and in terns of owner liability, that we

m ght be | ooking for both Laidlaw -- both
the Applicant and PJPD. And | think you
said that mght not be a problem And I'l1
give you a chance to investigate that
further.

(Bartoszek) Yeah, | mean, | think generally
W th respect to permt conditions, the

various entities on the board are wlling to
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all agree to guarantee adherence with those
permt conditions.

MR. NEEDLEMAN: And | woul d
just say, | nean, we're certainly happy to talk
about that. And ny thinking is that we woul d be
happy to nake this arrangenent, consistent wth
what ever sim |l ar arrangenents nust exist at other
facilities in the state. | think, for exanple,
of the New ngton power plant. And | know t hat
that plant is being operated on a contractor
basis, or it was the last tinme |I | ooked.

So what ever arrangenments are
made for a contractor operation at that point, |
mean, |'d be happy to make sim | ar arrangenents
here.

MR, I ACOPINO Can | just nmke
t he suggestion here, that what you gentlenen are
tal ki ng about, we would |like to have -- assum ng
you reach sone agreenent -- we would |ike to have
witten stipulations submtted to the Commttee
in that regard so that the Comm ttee knows at
| east what you've agreed on. The Committee may
not agree to what you all agree on. But that

way, we'll at | east know what has been agreed
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upon between at | east sone of the parties. And I
woul d suggest that you offer them as proposed --
as a stipulation to proposed conditions to the
certificate.

MR, NEEDLEMAN: It was
certainly our expectation to work with Public

Counsel, once the proceedi ngs were cl osed, to do

t hat .

MR | ACOPI NO. And
additionally, that does not nean -- for all the
ot her parties as well -- that does not nean that

you shoul d not do whatever cross-exam nation or
exam nati on of the various w tnesses that you
believe is necessary, because it's not a fait
acconpli that the Commttee will necessarily
adopt -- well, nunber one, grant the certificate,;
or, nunber two, necessarily adopt stipul ations
that these two parties cone up with. It nmay be
that there's a better condition out there than
what they're suggesting. So, please don't
anybody think that by virtue of ny suggesting
that these be provided as proposed conditions,
that that neans that they're necessarily going to

be granted or that we will not consider -- or the
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Commttee wll not consider other options

presented by other parties.

CHAl RMAN BURACK:  Thank you,

At t or ney | acopi no.

Do you have further questions,

Counsel for the public?

MR. BROCKS: Yes,

M. Chairman. Thank you.

BY MR BROCKS:

Q

You nentioned yesterday in your testinony
sone experience in Ellicottville.
(Bartoszek) Yes.

And t hrough either the magi c or curse of

t echnol ogy, Attorney Roth was able to type
in "Ellicottville" and | ook up sone

i nf or mat i on.

We found an article in the Concord
Monitor fromJuly 16th, 2008, talking about
what | ooks |ike a dispute between Laidl aw
and the Town of Ellicottville, where Laidl aw
sued Ellicottville. Can you tell us about
t hat ?

(Bartoszek) Sure. | think that's a good

question. So, a little background.
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As | nentioned yesterday, | bought the
Ellicottville power plant in 1999 and owned
and operated it for a nunber of years.

Nat ural gas-fired power plant.

And interestingly, when we bought the
pl ant, we had a | ong-term power purchase
contract with National Gid. And we had a
contract for gas supply, to supply gas at a
fixed price. And it was about $3.

Basi cal ly delivered price of $3.

At some poi nt subsequent to that, |
think it m ght have been the w nter of 2001,
gas prices went up dramatically. And gas
pri ces had been very low for a nunber of
years prior to that. Everybody seened to
feel gas was never going to go very high
because it was abundant. But it quadrupled
or it quintupled during the wnter.

And our supplier kind of said, well, |

agreed to sell it to you at 3 when it was at
2. But now that it's at 12, | really don't
want to sell it to you anynore. So he

basically stopped giving us the gas. And he

was one of a nunber of suppliers. So that
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created a pretty bad situation for us.

So | thought, well, this will be easy
enough to fix. W'Ill go to our attorney and
ask our attorney to go to court, and
hopefully we'll get a court order, you know,
telling this guy to give us the gas. And we
found out that | guess the judicial system
isn't that -- doesn't work that way. And we
had to basically go into the market and buy
gas while we tried to resolve this dispute
that we ultimately -- | believe we
ultimately settled. But, you know, it
created quite a strain to have to buy gas at
four and five tines what we were payi ng
under our prior contract.

So, as | nentioned yesterday, it was
during that tine that we started to think:
Cee, this is -- it wuld be better to have
sonme other kind of fuel source that doesn't
really subject you to this kind of risk.

You know, here you' ve got a contract and you
t hi nk, you know, it's ironclad and, you
know, you run into this kind of problem

And the northern part of New York,
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where the plant is situated, is sort of
situated in kind of the hardwood capital of
New York. So there's abundant wood resource
around there. And their closest bionass
plant is probably a few hundred m | es away.
So there's really no conpetition. You
actually nmay have heard M. Ri chnond say
yesterday there's a | ot of wood in New York.
And that's correct.

Thi s business actually sold -- or
provided its excess thernal energy to a
har dwood | unber-dryi ng busi ness that we al so
owned. So we were in the wood busi ness
al r eady.

So we went back to our investors and
said, look, let's convert this plant to
bi omass, because, you know, this whol e gas
thing isn't working out too well. They
didn't like that idea. They felt it was too
ri sky. They were confortable wth gas, and
they felt that the gas novenent in the
mar ket was an aberration. And so they
bought us out and -- you know, we got bought

out of the project.
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So, a few years later, after the
pl ant -- the new owner subsequently had to
shut the plant down because the gas prices
continued to be too high to continue
operations. Even with the |long-term
guar ant eed contract price, the price of gas
remai ned too high to allow for econom c
operati ons.

So, nyself and sone investors at a New
York firmcalled G eystone, we re-bought the
plant. | think this was about m d-2004.

| had nentioned yesterday that we
approached the New York State Energy
Research and Devel opnent Aut hority about
support to convert a fossil-fuel plant to
bi omass. And they thought it was a great
i dea, and we were subsequently awarded a
mllion-dollar grant fromthe New York State
Ener gy Research and Devel opnent Authority to
pursue that project. That was the nost
noney they could award, and it was the first
time they had ever awarded a grant to a
generation facility of that type.

So, re-acquired the plant, grant in
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hand, and sought to change our fuel over.
Thought this would be pretty
straightforward: Take sone equi pnent out,
put some equi pnent in and go right ahead.

And we -- | think our attorney actually
advised us that it wasn't a material change,
because all the changes were occurring
i nside of the building, basically. So I
don't think we needed to anend our site
plan. But to be safe, we filed sone
docunents with the planning board to, |
guess, request perm ssion to nake the
change. And that's when everything all kind
of went awy.

Fol ks who -- this plant had been there
and had operated successfully since 1990.
And this is now the end of 2004. And a | ot
of fol ks cane out and said, hey, we don't
want a power plant there. So we ended up
basically having a property dispute, whereby
we felt that our rights as a property owner
were being -- to operate our business in
accordance with its long prior history had

been basically taken away from us, al nbost
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kind of Iike an em nent donain kind of
situation. Basically, you have what you
think is a power plant and what you invest
mllions of dollars in as a power plant, and
basically you're told you can't be a power

pl ant anynore. You can have it as a garage
or sonmething, but it can't be a power plant.

So, you know, we went to court and
tried to, you know, ask for relief, because
we felt we were genui nely wonged. You
know, we -- and again, ny conpany and ny
partners invested mllions of dollars on the
understanding that this is a power plant,
because it had been a power plant for so
many years, and a power plant that we had
oper at ed successfully for nany years.

And we felt that we were treated
wrongly, and we sought to resol ve that
dispute. And that dispute is currently
working its way through the appellate
pr ocess.

So | can tell you, M. Brooks, that it
woul d not be ny desire in the least to --

you know, | would nuch rather run ny
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busi ness and be a good nei ghbor and get
along with everybody. The last thing I
really want to ever see is to have to go to
court for any reason. But, unfortunately,
in this situation, we felt we were really

wr onged and, you know, it was the only way
we were able to try to seek to resolve the
di sput e.

Ckay. You nentioned it's in the appellate
process. Were there any decisions in that
case fromthe court?

(Bartoszek) Well, we -- the way the process
wor ks -- ny understanding of the way the
process works in New York is we had to go

t hrough both the pl anning board process and
to the zoning board, get denied by them and
t hen seek -- go into what's called an
Article 78 process in New York, which |
guess is sort of a -- asks the state suprene
court to revisit decisions by |ocal planning
boards. There's no state citing board |ike
this in New York for projects of this type.
It's all handled at the | ocal |evel by folks

who, you know, sit on the | ocal planning

{ SEC 2009-02} [ DAY 4 - AM SESSION] {8/ 26/ 10}




© o0 ~N oo o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O OO N OO O »d W DN -~ O

[WITNESS PANEL: Strickler/Bartoszek]

63

board. So there are, certainly in nmy view,
sone i ssues with understandi ng of technol ogy
and things that people in this room |'m
sure, have a very good grasp of, that create
chal | enges when you're dealing with soneone
who's sitting on the |ocal planning or a

| ocal zoning board. So, New York has
created a process whereby you can go to the
state court and ask that those decisions be
revisited.

So, when we went to the state suprene
court, at the trial level, the judge
basically said he thought that the planning
board took -- did what it had to do, and he
was unwilling to overturn the decision. So
we are now at the appeals |level in New YorKk.

' mnot going to try to explain the
process, but | know that the judges are only
able to look at limted facts in the case.
And | believe the standard that has to be
shown is that sone egregi ous error was
commtted by the planning board. So it's a
bit of a chall enge.

But, you know, again, | can tell you as
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a businessman, this is the |ast sort of

out cone, you know, we ever want to see in a
situation like this. W just want to run
our business and do a good job. W had
never previously had any incident with the
town or anything |li ke that, never had any
fines or problens with the New York State
Air Division. You know, always conplied
with our permts, always conplied with our
terns of our contract with National Gid.
So we just really wanted to operate our

busi ness that we paid a | ot of nobney for.
Ckay. So, in summary, there was a di spute
when -- the dispute arose when there was a
fuel switch --

(Bartoszek) That's right.

-- fromgas to biofuel. And Laidlaw felt
that it was wonged on its investnent and
Its expectations, sued the town, ended up

| osing in the suprene court -- which in New
York is not the highest court in the | and,
but it's an internedi ate-level court -- and
that's currently on appeal ?

(Bartoszek) That's correct. 1t's probably
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also worth noting -- | nean, again, |I'm
sure -- | think it's worth noting that,

obvi ously, we did sone due diligence before
we made this investnent. And we went to the
code enforcenent officer and asked if we
requi red any zoni ng variances or anything

l'i ke that, and we were told that we didn't.
And that was a position that the town
subsequent |y changed when, in our view, they
felt they wanted to block the project. So
that's one of the reasons why we went to
court, is we were told one thing and then
subsequently tol d anot her.

Do you think that your -- when | say "you,"

| nean the Laidlaw pl ant, or whatever
ownership interest that you had in it at the
conpany. D d your relationship with
Ellicottville change from when you first
constructed the plant -- or operated the
plant in 1990 to 2004?

(Bartoszek) | think during the course of our
ownership -- | nean, it's hard to say really
the rel ati onshi p changed, because there

really wasn't -- there really wasn't nuch of
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a relationship. It was an existing business
there. So it wasn't |ike a proposed project
li ke this, where we've spent a |lot of tine
in the community talking to the conmmunity
and maki ng sure people are confortable and
supportive of the project. Since this was
an exi sting business, we really didn't need
to sort of go into the comunity and tal k
about it as nuch.

So I wouldn't say that the relationship
changed. | think that there were sone fol ks
with, you know, sone -- you know, | guess
the best way | could put it is that there
was sone fairly influential folks who didn't
li ke the plant and who sought to oppose it.
Best way |'d characterize it.

And | believe the article -- and, again, |'m
not putting the article in evidence. |

don't claimit's true. The facts cone from

you, and so I'lIl rely on you to answer the
questi ons.

But | believe the article nentions an
opinion that the -- a lot of the locals were

now ki nd of enanored with the i dea of
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tourismin Ellicottville, rather than
i ndustrial facilities, and that created
t ensi on?
(Bartoszek) Yeah. | nean, where this plant
is situated on State Hi ghway 219, our
nei ghbors are a self-storage facility, a car
wash, the municipal garage. So we're not
exactly in a tourist section of the -- we're
in an industrial section of the town. And
t he town had al ways been a small -- even
pr obably by New Hanpshire standards --
pretty small. Small nountains, small sk
resort. And it had been that during the
course of the plant's operation. That
hadn't really changed.

So | -- you know, | think you heard
M. -- 1 think it was M. Bravakis who
yest erday nentioned the opposition to the
Burlington Electric plant and the signs,
peopl e putting up signs of stunps of trees
cut down, and then how, after the fact,
people realized it's not that. They have
one view of it beforehand, and then after

t he pl ant commences operati on and they see

{ SEC 2009-02} [ DAY 4 - AM SESSION] {8/ 26/ 10}




© o0 ~N oo o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O OO N OO O »d W DN -~ O

[WITNESS PANEL: Strickler/Bartoszek]

68

it's not going to result in the forest being
clear-cut or any big inpact on the
community, that opposition goes away.

So | think that's -- sone of that is
what's going on there, is fol ks, once they
start to realize that the thing that they've
been driving past for ten years, oh, that's
a power plant, naybe we shoul dn't have a
power plant in our comunity. But it was
sonet hi ng that they never probably thought
about before, and it never bothered them
because they had driven past it a mllion
tinmes and not even noticed it.

But, yeah, you're correct. | think the
desire was to try to focus nore on tourism
But the tourist elenment had al ways been
there, and the plant had coincided with the
tourist elenment. It hadn't in any way
adversely inpacted the tourist elenent in
the conmunity.

Do you know, was there any information from
the community that there was a change to the
communi ty when you changed fuels fromagas to

bi omass, in terms of -- you know, was there

{ SEC 2009-02} [ DAY 4 - AM SESSION] {8/ 26/ 10}




© o0 ~N oo o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O OO N OO O »d W DN -~ O

[WITNESS PANEL: Strickler/Bartoszek]

69

addi ti onal noise due to chipping activities
or trucking or sonething like that?
(Bartoszek) No. | nean, we conducted an
ext ensi ve environnental inpact statenent.
And we went out of our way -- | nean, we

| i stened to every conmmunity concern. And
every tine a concern cane up -- we're
concerned about noise. GCkay, we won't chip
on site. W're concerned about -- we don't
want to see a wood pile. OCkay. W'Ill put
t hat i nside.

So, no, | don't think that -- | think
there were concerns, and | think we
legitimately -- our plan, you know, sought
to address them | think it actually shows
our willingness to work with the comunity
and address community concerns. | nean, |
think at the end of the day, as you said,
there was a certain desire of, hey, we want
tourism Let's try to find a way to stop
this power plant, no matter what. So, no
matt er what hoops we junped through, we were
never going to kind of get there.

But to answer your question, every tine
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a concern cane up, we found a way to address
it, even if we felt it wasn't anything that
was going to have a conmmunity inpact. W
want ed people to feel conpletely confortable
that it wouldn't have any inpact on the
conmuni ty.

The i ssue arose when you changed fuels. In
this case, a |lot of what we're tal ki ng about
has to do with the integration of not only
the facility, but the fuel. W talked a |ot
about the wood basket and about trucking and
jobs in the econony.

So | guess a concern would be that if
you had a fuel change at the Laidl aw
facility, you may not have to go back to the
SEC just to burn a different fuel if you
don't have a significant expansion. M
question is: How do we deal wth that?
First of all, if it's -- do you foresee the
possibility of any fuel change in the future

of Lai dl aw?

(Bartoszek) No, not at all. And I'mquite
sure that we're willing to accept the permt
condition that we're only allowed to utilize
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bi omass. And | believe that's probably al so
dealt with in our air permt.

Ckay. You anticipated nmy next question,

whi ch is, would you be anenable to that
condition? And if that condition

I ncluded -- you know, right now there's a
nmor at ori um on constructi on and debris
burning. But if that included C & D
bur ni ng, would you be okay with that as
wel | ?

(Bartoszek) W have absolutely no intention
of utilizing C & D, and we woul d be
perfectly confortable with that condition.

CRCSS- EXAM NATI ON

BY MR ROTH:

Q

As part of the dispute with Ellicottville,
in addition to the ordinary appeals and
chal | enges that you took to the deci sion
using the state adm nistrative and judi ci al
process, didn't you file a $10 mllion

| awsuit alleging a violation of civil rights
agai nst the town?

(Bartoszek) Yeah, that's right. W --

again, the process in the state court is
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only for the purpose of trying to resol ve
the property dispute. There's no -- ny
understanding is there's no ability to be
made whol e for any nonetary danages in the
state court. So we were required to file a
separate |lawsuit for that.

And in addition, as you nentioned, the
suit tried to point out or allege that we
felt we were being treated differently than
ot her people in the community had been
treated when they nade changes to their
property, and we were being treated that way
sinply for the purposes of kind of zoning us
out of existence.

Q Wiat's the status of that suit now?

A (Bartoszek) My understanding is that the
town filed a notion to dismss or a notion
for sunmary judgnent. And that has not
yet -- that's been briefed, but the judge
has not yet issued a decision in that.

Q Ckay.

MR, BROOKS: No further
questi ons.

MR ROTH: No, | have ot her
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questi ons about other stuff, just not on that,

t hough.

CHAI RVAN BURACK:  You have
ot her questions, Attorney Roth, for this panel?

MR. ROTH. Yes, | do.

MR. BROOKS: | take back ny
st at ement about no further questions.

MR. ROTH. | thought he wanted
to know whet her | wanted to ask anythi ng nore
about this Ellicottville stuff. But | don't.

BY MR ROTH:

Q All right. Turning your attention back to
the capital chart, where does the investnent
tax credit or production tax credit flowfit
in here? 1t's not on this chart anywhere.

A (Bartoszek) That's a good point. So it
woul d be on the right side of the chart with
the -- as | nentioned yesterday, the
I nvestnment tax credit would be considered a
capital item It would be additiona
capital contributed to our capital budget,
so it would be on the PIPD | ender side.

So, as | nentioned, | believe to

Conmm ssioner lgnatius, we are trying to be
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conservative by not factoring in that nunber
to our capital structure on the | ower

ri ght-hand corner. But were we to receive
proceeds fromthe ITC, it would add

addi tional equity capital to the project.
And if it did add additional capital, equity
capital to the project, would that be used
to pay down the debt, or would that be used
to refund equity to NewCo's investors?
(Bartoszek) | think, as | -- | may have
answered the question to you yesterday.
Cenerally, as you can see here, we're
contenplating $137 mllion of debt. All
these transactions wll close concurrently.
And the person who puts the nost noney in,
the senior | ender, generally drives the
closing of the transaction. It would be
very unlikely that soneone commtting that
anount of capital to the deal would want to
see equity capital exit the transaction. So
l'"mquite sure they're going to require that
t hose funds stay in the deal as equity.

Now, | understand that you've done, in a

confidential exhibit, a 20-year
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| ook-forward. Now, in terns of the debt, do
you antici pate a two-phase of debt
financing? Let ne explain what |'m

t hi nki ng.

If you cl ose on the financing for

construction on, say, Decenber 31st -- and |
know that's -- fromny own experience, that
Wil ruin a bunch of New York | awers' New

Year's Eve pl ans. But you're going to go
into construction node and you're going to
spend all that noney and then you're going
to have a conpleted plant in, say, three
years. And at that point, the plant goes
operational; correct?

(Bartoszek) Correct, if all goes well.

And everyt hing goes according to plan.

Is it your intent to anortize the
constructi on debt over 20 years? O is it
your intent to anortize the construction
debt, such that at the nonent that it goes
operational you refinance agai n?
(Bartoszek) The anortization would be
coterm nous with the PPA. So you'd

capitalize the debt service required during

75
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t he construction phase, so that once cash
flow started, the anortization schedul e
woul d start.

| guess that doesn't really answer ny
question. Let's say --

(Bartoszek) You m ght have -- go ahead. |I'm
sorry.

The PPA, as | would understand it, only
works if you're actually produci ng power;
correct?

(Bartoszek) Correct.

So, the PPA becones operative on the day you
conmmence conmmerci al operations.

(Bartoszek) It becones operative during the
shake- down phase, the phase where we're
testing the plant. Actually, there's
provisions in it for paynent of -- for

out put and for RECs and stuff that occurs
during the testing phase of the plant. But
generally, you're right.

Ckay. WIIl you have debt service on the
initial -- on the construction | oan, that
you're going to sign and ruin all the New

Year's Eve plans, during the tine of

{ SEC 2009-02} [ DAY 4 - AM SESSION] {8/ 26/ 10}




© o0 ~N oo o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O OO N OO O »d W DN -~ O

[WITNESS PANEL: Strickler/Bartoszek]

construction?

A (Bartoszek) Yeah. And interest wll accrue
fromclosing. And that's generally
capitalized since you don't have cash fl ow
during that period.

Q So you won't be paying any of the debt
during that tine.

A (Bartoszek) That's right.

Q But that debt that you signed, is that going
to be due and payable at the tinme you go
commercially operational, or is -- and
therefore trigger a required refinancing?

A (Bartoszek) That's a good question. It
coul d be done that way. But | think nost
likely it will be a termloan that is
structured to be capitalized and then to
anortize at that point.

In the case of the Fi browatt
financing --

MR. BARTOSZEK: You guys did
not refinance a construction |oan; correct? You
guys did it all?

A (Strickler) Yeah, it's very simlar to the

way the Fibrom nn project was financed. It
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was, basically, borrow all the noney we
needed day one, and we paid the interest,
havi ng capitalized interest as M. Bartoszek
said, during the period of tine while the

pl ant was being built; and then, upon
commerci al operations, when we were starting
to get revenues fromthe power, we woul d
start paying the debt service or the | ease
payment .

So you anticipate that the note that you
sign on Decenber 31st, 2010 -- and |I'm j ust
hypot hesi zing that date and tine. So |I'm
not putting words in your nouth -- is going
to be essentially the |ast note that you
sign for that loan. You're not going to
refi nance on that commercial operation and
do anot her restructuring.

(Bartoszek) Yes. | think nost likely that's
the way it's going to work.

And | would al so point out, and | guess
we're kind of alluding to it, that the
structure that we've outlined here is the
exact structure that was utilized in the

Fi browatt financing, which was $212 nillion
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for the construction of the plant in Benson,
M nnesot a.

So, yeah, that is exactly how we woul d
expect to do the deal.
And then do you -- how will the investors in
NewCo obtain a return on their investnent?
(Bartoszek) Well, as | nentioned yesterday,
you've got this waterfall of funds that's
going to be required to be set up by the
| ender, and at the top of the food chain is
al nost al ways operati ng expenses and taxes.
And then as you nove down the food chain,
you nove down to debt service, and if
there's any subordi nati ng debt service or
any other obligations to investors, they'd
be at the next |level down. And then
repl eni shnment of funds, of the reserve funds
that | nentioned earlier, m ght be the next
| evel down. And then all the way down at
the bottom if there's anything |l eft over,
that's profits for distribution. And
they're nost |ikely not going to be
distributed -- they'd be distributed

periodically. So they woul d probably be
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capitalized and then distributed in
accordance with a plan. But a lot of this
is driven by that docunent which the | ender
wll require the parties to sign.

So if | understand, and naybe in the nost
sinplistic way, the return on investnent to
the NewCo investors wll be through the
paynent of ordinary dividends.

(Bartoszek) Right. Yeah. | nean, excess
cash flow, profits, after those various
itens are paid, represents profits to the

I nvestors in the project.

| guess you're answering the question a
little bit differently than | asked it; and
that is, do you consider that excess cash
flow or profit to be sinply dividends or --
(Bartoszek) Dividend probably isn't the
correct term because it's not a corporation
or LLC. So you would nove the cash fl ow up
the food chain to distribute it up the food
chai n, but presunmably not as a dividend,
because they're not C corporations.

Al right. Thank you.

And the NewCo i nvestors do not have an
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expectation that, when the plant goes
commercial, that they're going to get cashed
out by an investnent tax credit.

(Bartoszek) | don't believe that's the plan.
I want to be clear. |'m not speaking on
behal f of NewCo. But as | said, | think
nost |ikely any capital generated,
associated with this project, is probably
going to need to stay in the deal in order

to get it financed.

(Strickler) I nean, it's going to be -- |
nmean, it's sonething that wll cone down the
road. The lenders may -- you know, as M ke
nmentioned, it will be up sonewhat to -- the

| ender is going to have sonmething to say
about, you know, whether and how nmuch m ght
get -- you know, m ght be available to the
equity.

When you did the Fi brom nn financing, how
long did it take from say, the confort
letter, as what was provided in this case,
to cl osing?

(Strickler) That was five years ago,

M . Rot h. It was nont hs. | couldn't tell
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you whether it was two nonths or three
nonths. | honestly -- | don't recall.

So you're confident -- are you confident --
(Strickler) I think it's reasonable. Yes, |
think it is reasonable. Based on where the
project is today, | think it is reasonable
to conplete the financing structure by the
end of the year.

Ckay. Now, | know that, right now, NewCo's
managemnment board consists of M. Cyr,

M. Mieller and M. Ferree, and the nanager
Is M. Desrosiers. Now, M. Desrosiers and
M. Cyr are apparently New Hanpshire
residents; is that correct?

(Bartoszek) Yes.

Ckay. Wuld you -- and naybe you don't
have the -- would you be willing to explore
the possibility of |ocal representation on
t he board, sonebody from Coos County?
(Bartoszek) I'mnot sure. |'d probably have
to get back to you on that. Again, | don't
speak for NewCo and --

| under st and.

(Bartoszek) As a private entity, |I'm not
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sure how they feel about that.

And speaki ng on behalf of Laidlaw Berlin

Bi oPower, would you be willing to consider a
condition which limted Laidlaw s ability to
upstream cash fl ow upon conpliance with the
ternms and conditions of the certificate?
(Bartoszek) | think we'd have to research
that further, M. Roth, because that really
del ves into the sweep of cash and the flow
of funds. Again, a lot of that is dictated
by docunments associated with the financi al

cl osing and associated with the | enders, and
I*'mnot sure how that would inpact that.

I nmean, | understand what you're trying
to do. And I don't -- 1'd say conpliance
wth the permts in order to do that seens
reasonable. But |'mnot exactly sure we'd
have the authority to do that. So we'd have
toreally look into that.

Vell, I'"'mnot sure how the | ender -- based
on the cash-flow waterfall that you

descri bed, when it comes down to those | ast
dol l ars, that everybody el se has been

satisfied and you're about to upstreamto

{ SEC 2009-02} [ DAY 4 - AM SESSION] {8/ 26/ 10}




© o0 ~N oo o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O OO N OO O »d W DN -~ O

[WITNESS PANEL: Strickler/Bartoszek]

84

your investors the excess cash flow, why
woul d the | ender care what he did with the
excess cash flow at that point?

(Bartoszek) Well, because you're taking a
snapshot in time. So if you' ve got -- let's
say that's a one-nonth period we're | ooking
at -- or a one-quarter period we're | ooking
at. You're obviously going to want cash to
stay in the conpany until you get to a
certain period of tine and have a certain
anmount of excess cash where a distribution
can be decl ared, because maybe the next
quarter isn't as good. So, as a general
statenment, | think | enders always care about
seei ng noney go out of a conpany.

Ch, | agree. And all I'msaying is that the
noney not go out of the conpany as |ong as
it's not in conpliance with the certificate.
That's what |'msaying. |'mnot saying that
you give the noney to us or anything like
that. Wat |'m suggesting is, rather -- if
you get to a point where you're out of
conpliance with permts, or you're out of

conpliance with your certificate, that you
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noney i n the conpany.

A (Bartoszek) It certainly seens reasonabl e.
| nean, if we were out of conpliance with
our permt, it seens to ne we'd cease
operation at that point. W'd probably be
in default. So that would be a pretty bad
t hi ng.

So I'msure -- what you're saying
certai nly sounds reasonabl e.

Q Ckay. Thank you.

MR. NEEDLEMAN: | woul d j ust
add -- | nean, we can tal k about this separately.
If you have a condition you'd like to propose in
that respect, we can look at it.

MR. ROTH. Okay. Thank you.

BY MR ROTH:

Q | want to turn your attention to the exhibit
that was handed to ne today. | don't know
what nunber it is. |It's the "Energy From

Forest Bi onass Potential Economi c |npacts in
Massachusetts. "
A (Bartoszek) I'"'msorry, M. Roth, | didn't -

Q I was given this exhibit today, the "Energy

{ SEC 2009-02} [ DAY 4 - AM SESSION] {8/ 26/ 10}




© o0 ~N oo o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O OO N OO O »d W DN -~ O

[WITNESS PANEL: Strickler/Bartoszek]

from Forest Bi omass Potential Econom c

| npacts in Massachusetts.”

(Bartoszek) Yes, sir.

Are you famliar with this exhibit?
(Bartoszek) I'mgenerally famliar with it,
yes.

CHAl RMAN BURACK: I f | may,

this is Commttee Exhibit 11.

MR. ROTH. El even. Ckay.

BY MR ROTH:

Q

Now, you have to forgive nme. | was trying
to listen to what you were saying in
response to questions from Attorney Rodi er
and read this exhibit and do cal cul ati ons.
So | could nmake a conplete ness of this
thing, so bear with ne if you wll.

' m | ooking at Page 17 of the exhibit,
and actually on to Page 18, where there's
sone conputations about how you convert --

t hat woul d enabl e you to convert tons of

chips to workers -- jobs created, basically.

And | went through these cal cul ations. And
if you notice in that first paragraph, they

cone up with essentially a 4-1/2-person

86
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crew. Do you see that?
(Bartoszek) You're tal king about the first
par agr aph on Page 177
Yeah.
(Bartoszek) Yes.
A 4-1/ 2-person crew produci ng 180 tons of
chi ps per day, operating 48 weeks per year,
makes 43, 200 tons of chips annually.

So what | did is | took your vol une,
750, 000 tons, divided that by 43 -- are you
follow ng ne -- 43,200 --
(Bartoszek) Sure.
-- and | cane up with a factor of 17.36. So
that, essentially, is sort of how nmany crews
you woul d need to produce all the chips, all
750, 000 tons of chips. And a five-nenber
crew -- | rounded up, giving the benefit of
the doubt -- and | cone up wth 86 new j obs
wor ki ng chi ppers. Does that math sound
about right to you?
(Bartoszek) Well, 1I'm probably not the best
guy to direct wood chip questions to. But I
can tell you that, in addition to -- and |

note it nmentions five days a week --
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(Strickler) Wiich would be 8 hours, 48 weeks
a year, M ke.
(Bartoszek) -- which doesn't really jive
wi th our expected operations. So we've got
a si x-day work week.

But | would also note that, in addition
to peopl e operating chippers, |I'massum ng
t hat when counting new jobs created, they're
al so counting truckers and ot her people
associ ated with the novenent of chips.
Ckay. W'Ill get to that in a mnute. But I
just wanted to confirmthat the chipping --
and they also include truck drivers who
ferry chips to plants, crew nenbers who
operate the knuckl e boom | oader. And I
t hought | saw in here that they include
addi tional | ogger types to essentially
gat her the tops and branches and cut them
up.

Now, the other factor in the next
par agr aph, they tal k about the anpunt of
machi nery needed to equi p each crew. And
you see that in the m ddl e of the next

par agraph it says approxi nately
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$1.5 million?
A (Bartoszek) Yes.
Q Now, yesterday we tal ked about the
$2 mllion programthat you said would

| everage into 2 to 1 | thought you said?

A (Bartoszek) W woul d expect two and a
quarter mllion dollars could, at a m ni num
be |l everaged 2 to 1. If you're assum ng

50- percent equity in a loan, that's 2-to-1
| everage, sure.

Q All right. So let's call that 5 mllion,
just for --

A (Bartoszek) Right.

Q Ckay. Now, if you take the 1-1/2 and you
multiply it by 5 crews, that figure is 7-1/2
million.

So, is it fair to say, then, that that
2-1/2 mllion is not going to be enough to
capitalize all the crews that you're going
to need?

A (Bartoszek) | think that's probably correct.

MR, BARTOSZEK: But do we have

a rough estimate of the cost of a wood chipper?

MR BRAVAKI S: Si x hundr ed
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MR, BARTOSZEK: Si x hundred

t housand?

A (Bartoszek) Yeah, so |I'mbeing told by ny
col | eague that a wood chi pper costs roughly
$600, 000. So | think when we said we would
be -- we would anticipate -- again, we're
not directing those funds.

Q Under st ood.

A (Bartoszek) But the funds are -- ny
under st andi ng of the funds is they are to be
directed for the purpose of benefiting the
community and the project. So, for example:
Sonebody's going to buy a chipper for
$600, 000. And part of that loan fund is
going to be used to provide equity for that
$600, 000 purchase. | think that's the point
we were trying to nake. |'m not sure about
the $1.5 mllion figure they get in here.

|'d al so note --
MR BARTOSZEK: | think
there's probably a fairly robust market for used
equi pnment, isn't there?

A (Bartoszek) So, obviously, $600, 000 woul d be

90
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the cost of a new chi pper.

So you're disputing the USDA Forest Service
2005 study and 2002 studies that estimate

t he cost of equi ppi ng machinery for a

chi pper crew at 1-1/2 mllion?

(Bartoszek) |I'm absolutely not disputing it.
I"'mnot in a position to dispute it.

Now, | had | ooked -- if you turn to... see,
what | would really like is for you to have
sone real econonetric data showi ng how nuch
wood you're going to get out of the North
Country and how nany people you're going to
enpl oy doing that. Do you antici pate doi ng

an econonetric study to show that?

(Bartoszek) | believe -- and again,
M. Roth, I'mprobably not the right person
to ask about wood chips. But | believe that

we've largely relied on third-party data
sources for making assunptions with respect
to enpl oynent.

| know that this particular report was
cited for its conclusion. WlIl, | guess not
concl usi on, but --

Before you go to that, | just want to ask
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about the econonetric data. So, is it true,
are you not planning to do an econonetric
study of how nmuch wood you're going to take
fromthe North Country and how many peopl e
you're going to enploy for doing that?
(Bartoszek) No, | don't believe so.

Do you recall answering the data requests in
Exhi bit 20, Exhibit 18 and Exhibit 37, where
you indicated -- maybe it wasn't you
personal ly, but you or your representatives
i ndi cated that an econonetric study woul d be
| ater this year or fall 20107

(Bartoszek) That was with respect to wood
prices, not with respect to enpl oynment
associated with it.

All right. Fair enough. Thank you.

Now | ' m | ooki ng at Page 24 of this
report. And there's three pie charts here.
And the first pie chart is a big one that
says, "Total inpact, 440 jobs."” And then
the second two pie charts are sort of the
pl ant operations and the chips supply. And
| think the big one is sort of a conbined

pie chart of the other two little pie
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charts. And | note, for this project
they're anticipating 440 jobs. 1Is that...

Now, if you go back to the executive
summary, they have a scenari o of
165- negawatt plant. And | don't think
they're tal ki ng about just one, but perhaps
a couple of them

So is the way you cane to the 220-sone
j obs, you sort of just did sone sinple
arithmetic and divided the 440 by the
mul tiplier of the size of the facility?
(Bartoszek) No, sir. W actually -- and |
guess | had hoped that when we provided this
exhibit, that we were -- we would have
hi ghl i ghted the section that we were trying
to point out to the Comrmittee and to the
interested parties, which is on Page 8. And
so we're | ooking at Page 8 of the report,
third paragraph fromthe top.

So are we all ready? So, Black &
Veatch, which is a fairly well-respected
engi neering firm used the nodel to assess
i ndi rect econom c inpacts of the RPS

scenario. And I'll just nove further down
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t hat paragraph

Bi omass operation created 2. 13 jobs per
nmegawatt capacity, nore than any other
renewabl e assessed, given the ongoi ng fuel
requirenment. In total for both construction
and operation over the study period, the RPS
portfolio increased output by 10.1 billion
earnings, by 2.8 billion in enploynent, and
by 85, 167 over the business-as-usual
scenari o.

Now, so we used the 2.13 and then --

MR. NEEDLEMAN: Page 25.

(Bartoszek) Is it Page 25? |If | refer -- if
you coul d please turn to Page 25, again the
third paragraph fromthe top. So, both the
constructi on phase and the annual O & M of
bi omass activities create added economnic
I mpacts, parenthetical, spillovers, for the
rest of the state. Wth annual operations
and nmai ntenance al one, the foll ow ng occurs:
For every 2.9 jobs created in Wstern
Massachusetts by the bi omass undert aki ng,
anot her one job is created el sewhere in

Massachusetts. For every $2.50 of | abor
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I ncone created in Western Massachusetts,
anot her $1 of |abor incone is created
el sewhere in Massachusetts.

So, M. Roth, we arrived at the figure
by basically interpolating fromthat data,
assum ng we're creating two, roughly two
direct jobs, and those two direct jobs are
creating one additional job sonewhere el se;
so, basically three jobs per negawatt, or
210 jobs total for our plant.

Q QG her than what's in this report, you don't
know how Bl ack & Veatch cane up with the two
j obs per negawatt ?

A (Bartoszek) No, sir. W were really --

Q Ckay. That's fine. And other than this
report, do you know how they cane up with
the other job created el sewhere in
Massachusetts?

A (Bartoszek) | do not.

Q Ckay. That's all.

MR, RODIER. M. Chairnman, nay
| be heard just briefly? Just sort of a notion.
CHAI RVAN BURACK:  You want to

make a notion now, M. Rodier? |Is that what you
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sai d?

MR RODIER. Well, | don't
want to interrupt the flow of the proceedi ngs.
Wll, can | just tell you what the subject natter
is and you deci de?

CHAI RVAN BURACK: Pl ease do.

MR RODIER |'d be happy with
anyt hi ng you deci de, of course.

Wth regard to the
Ellicottville matter, we have a copy of the
deci sion of the board on this matter. And I
think 1t's very inportant, because the board
descri bes the Applicant here as "having a
mendaci ous attitude and rel uctance to cooperate.™

And |'mjust going to suggest, since we have it,
you might want to accept it into your evidence.
You' ve got plenty of other exhibits. You m ght
as well have the -- there's been extensive
di scussion here on this. So if you want to put
this in your exhibit file, we'll provide you a
copy.

MR. NEEDLEMAN:. Wel |,

M. Chair, before the Commttee deci des whet her

or not to do that, if you're inclined to
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entertain that request, I'd like to be heard
first.

CHAI RVAN BURACK: Do you
expect your argunent will be extensive on this,
M. Needl eman?

MR. NEEDLENMAN: No, it wll be
very brief.

MR ROTH: M. Chair, if |

coul d nake one very -- one sentence of
prelimnary -- before either of them speaks, 1'd
li ke to say one sentence about it. And I'll just
say it.

<Laught er >

MR. ROTH. The sentence is
this: | was inspired to ask about Ellicottville
by the witness' testinony and did ny own research
online, and it had nothing to do with any of the
notes or anything that were being passed to ne
fromthe CPD table, period.

CHAI RVAN BURACK: Thank you.

Attorney Roth, any additional
questions for this panel at this tine?

MR, ROTH: No, sir, | don't.

CHAI RVAN BURACK:  Ckay. Do
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any of the other counsel have ot her questions for
the panel ? Qoviously, we haven't had a chance
for the Subcommittee to ask questions of this
panel. 1'mjust looking at tine here as well.

What |'m goi ng to suggest,
then, Attorney Rodier, is if you want to nake
your argunent as to why we -- you want to pl ace
this in the record, we'll give Attorney Needl enan
a chance to make his argunent as to why he
opposes your request to do so. And I will then
take that notion and the argument under
advi senent and wll rule at a later tine.

We'll then take a break. Wen
we cone back, the Subcommttee will ask questions
of this panel. And it is still nmy goal to try to
get M. Kusche up and hear his testinony and try
to conplete that, if we can, before we take a
| unch break, because | would like to be able to
have the entire afternoon, if possible, for the
non- publ i c sessi on.

So if that is understandabl e
to everybody, M. Rodier, please make your
argunent, if you would, as to the notion that you

wsh to neke to enter that into the record.
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MR. RODIER  Sure. | already
made it. There's been a | ot of discussion.
There's a passage in here in particular that
gives a totally different inpression than the
Applicant's responses created to the Attorney
CGCenerals. Particularly, | nentioned the fact
that it tal ks about the "nendaci ous and
uncooperative attitude."” That's what the town
said. It's a factor in what they did. 1| could
read nore of it, but, you know, tine is short.
That's it.

CHAI RVAN BURACK: Thank you.
Thank you for your argunent.

M . Needl eman.

MR. NEEDLEMAN:  Four qui ck
points: No. 1, | feel like |I've been very
i ndul gent with respect to the cross-exam nation
that M. Rodier has offered. | think virtually
none of it has been with respect to the two
pur poses for which his Ilimted intervenor status
applies. And | think this has no bearing on that
at all.

No. 2, | don't believe that

t he docunent has any rel evance and shoul d be

99

{ SEC 2009-02} [ DAY 4 - AM SESSION] {8/ 26/ 10}




© o0 ~N oo o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O OO N OO O »d W DN -~ O

[WITNESS PANEL: Strickler/Bartoszek]

100

adm tt ed.

No. 3, if the Commttee
di sagrees and is inclined to admt it, we would
li ke the opportunity to be able to admt
addi ti onal docunents that are responsive to that.

And No. 4, it seens to ne that
it goes to the issue of character. And the
Conm ttee has had M. Bartoszek on the stand for
two days, and | think they're fully capabl e of
judgi ng his character and his forthrightness and
truthful ness at this point wthout the assistance
of what in other circunstances woul d be
consi dered hear say.

CHAI RVAN BURACK: Thank you.

MR ROTH. M. Chairman, if we
may be heard on this?

CHAI RVAN BURACK:  Yes.

MR. ROTH. W support the
objection and would simlarly object to the
introduction of this information. And while the
rul es of evidence don't apply, | agree that this
is evidence of character. And in terms of
evi dence of character, the testinony stands, and

collateral informati on and docunentation i s
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really not appropriate to admt for purposes of
character. And we woul d support the Applicant's
objection to this introduction.

CHAI RVAN BURACK: Thank you.

At t or ney Schni pper, do you
W sh to be heard on this?

MR, SCHNI PPER: I'1l let the
other parties handle it.

CHAI RVAN BURACK: Thank you.

Very well. Thank you. | wll
take the notion and argunent under advi senent.

W will take a break until
five mnutes past eleven. W wll return, and
hope to fairly quickly wap up this panel and
then bring up M. Kusche.

Thank you.

(Wher eupon a recess taken at 10:55 a.m
and the hearing resuned at 11:15 a. m)

CHAI RVAN BURACK: If we could
resune, please.

Attorney Roth, did you wish to
make a clarification statenment for the record?

MR, ROTH: Yes. Actually, in

ny haste to be brief in ny remark a nonent ago
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about where | was getting the notes from |

m stakenly attributed the notes to the CPD t eam
but, in fact, the notes were being passed to ne
by Tom McCue, who is not a nenber of the CPD
team and is sitting for the client.

MR SCHNI PPER: He's a city
councilor for the Gty of Berlin.

CHAI RVAN BURACK: Thank you
very nmuch, M. Schni pper.

| have had an opportunity now
to consider the notion and the argunent that was
made on the notion. And for reasons that wll be
fully set forth in the final order in this
proceeding, | amgoing to deny the notion.

l'd like nowto turn to sone
further questions of this panel fromthe
Subcommittee. |I'mgoing to take the liberty here
of starting. | hope that we're able to get
through all of the Commttee's questions fairly
briefly here.
| NTERROGATORI ES BY CHAI RMAN BURACK:

Q M. Bartoszek, there's been reference to a
| ockbox?
A (Bartoszek) Yes, sir.
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Can you clarify for us where this | ockbox
would be -- that is, what entity's books is
this | ockbox really sitting in?

(Bartoszek) M. Chairman, that generally
refers to some third party, such as a
trustee, who would be hol ding funds. The
directions in the power purchase agreenent
for paynent of revenues woul d be anended to
direct PSNH to pay those revenues directly
to that third party, who would then disburse
t hose funds in accordance with some witten
agreenent anong the | enders, the Applicant,
the various parties to that agreenent.

So is this third party that serves as "the
| ockbox,"™ is this a third party that is

sel ected by the | ender?

(Bartoszek) Yes. Yes, sir. |It's generally
a large financial institution of some
stature that people are -- feel confortable
to hold the funds.

And in your experience, is this a comon
nmet hod for addressing these issues?
(Bartoszek) Yes, sir. [It's alnost always

done this way.
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Q M. Strickler, you're concurring as well?

>

(Strickler) Yes, | am
Q Thank you.

CHAI RVAN BURACK: M.

Needl eman, just seeking to confirm Yesterday
you agreed that you woul d provide copies of what
wer e descri bed variously as either consulting
agreenents or enploynment agreenents that m ght
exist, if not now, then at sonme date in the

not -t oo-di stant future between Messrs. Bravakis
and Kusche and Bartoszek, and | believe it was
descri bed as being with NewCo. O would those
agreenents be wth Laidl aw?

MR. NEEDLEMAN:. A coupl e of
comments. First, the ultinmate intention -- and |
think this was clarified in Conmttee Exhibit 1
which we supplied earlier in the week -- is that
certainly Honel and and Fi berwatt's definitive
agreenents are ultimately going to be with the
Applicant, Laidlaw Berlin BioPower. And that was
on Page 3.

The status of the agreenents
is -- | looked last night, and they are still in

very prelimnary form And |I'mnot sure that in
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of much value. | don't even believe parties on
t he opposite sides have had a chance to review
some of themto conmment on. So they're very
early drafts.

CHAI RVAN BURACK: And do you
know at this stage whether these wll take the
form of enpl oynent agreenments or consulting
agr eenent s?

MR, NEEDLENMAN: | think that
the draft -- one of the drafts | |ooked at | ast
night, at least for the people fromLaidlaw, is
termed a "managenent services agreenent.”

CHAI RVAN BURACK: Thank you.

BY CHAI RMAN BURACK:

Q M. Bartoszek, we have seen reference in
sonme docunentati on here and heard sone
testinony this norning to an entity call ed

Cate Street Capital ?

A (Bartoszek) Yes, sir.

Q Do you know t he exact name of that entity?

A (Bartoszek) | believe it's -- | want to say
Cate Street Capital, LLC. I'mnot sure if

that's exactly correct.

105
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I*"mnot going to hold you to it, but let's
just for purposes of this question assune
that it is Cate Street Capital, LLC. And if
that's not the correct nanme, please |let us
know afterwards and we'll ensure that we're
able to correct the record.

Can you explain to us, if you know,
what role Cate Street Capital, LLC has in
funding or other relationship it m ght have
to any of the entities shown here on this
chart that's behind you and that we did mark
| ast night, by the way, as Laidlaw Berlin
Bi oPower Exhibit 64? Can you explain to us
what role Cate Street Capital may play wth
respect to these entities here?

(Bartoszek) My understanding is Cate Street
Capital is a nanagenent conpany. So its
pur pose is basically to provide asset
managenent servi ces. So |I'm not sure
exactly if they provide asset nmanagenent
services to NewCo, but that's ny general
under st andi ng.
Ckay.

CHAI RMVAN BURACK:  Attorney
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Needl eman, | think it would be hel pful if you

could for us confirm possibly what Cate Street

Capital's role is. And if it's necessary for us

to have an additional witness to explain that to

us,

if you could | et our counsel know.

MR. NEEDLEMAN: We'| |l do that.
CHAl RMAN BURACK:  Thank you.

BY CHAI RVAN BURACK:

Q

Finally, | just want to confirm an
under st andi ng here. There was sone

questi oning a short while ago regardi ng an
econonetric study. And M. Bartoszek, |
bel i eve you nmade reference to a study on
wood prices that was referenced, as |
understand it, in one or nore of the

t echni cal sessions?

(Bartoszek) Yes, sir.

Ckay. | al so thought we heard testinony --
and perhaps it was from M. Bravakis
yesterday -- that it was no | onger the
intention of Laidlaw to perform an
econonetric study on wood pricing because
you believe that those issues would be dealt

wth sufficiently by entering into an
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agreenent w th Cousi neau.

So, am |l correct that it is no | onger
your intention to performthat econonetric
wood st udy?

A (Bartoszek) | believe that's the case.
You're exactly right, that the response that
made reference to that was during the
techni cal session, which preceded the
di scussi ons and negotiations with respect to
t he Cousi neau agreenent.

Q Thank you.

CHAI RVAN BURACK: O her
questions from nenbers of the Subcommttee?
M. Harrington.

| NTERROGATORI ES BY MR HARRI NGTON:

Q | wanted to get back to the subject -- a
coupl e subjects that have been brought up
wWth regard to the purchase power agreenent.

There was a question and answer back
and forth about if the New Hanpshire RPS
goes away, whether Public Service would
still be buying -- paying the cost of the
RECs. And | think you responded,

M. Cousineau -- no. Have | got the
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right --
A (Bartoszek) Bartoszek.
Q Bart oszek. |1'msorry -- that they would be,

because that's what was part of having the
pur chase power agreenent to stabilize that.
But in |ooking in the purchase power
agreenent, it tal ks about, you know,
paynents for New Hanpshire C ass | REGCs.
Wll, if the law changed -- |I'mno | awer,
by any stretch of the inmagination -- they
woul dn't exist anynore. So I'mnot quite
sure how you could pay them And | would
refer you to Article 23 on Page 26 of the
PPA. And --
CHAI RVAN BURACK:  Sorry.
Where are you?
MR, HARRI NGTON: I'min
Exhibit 40, which is the redacted version of the
PPA. And there's a provision on Page 26 that
deal s with changi ng | aw.
MR, | ACOPI NO Revision 23.1.
MR HARRI NGTON:  Yes, 23.1.
BY MR HARRI NGION:

Q And it appears -- here it says, "If during
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the terma change in |aw occurs or if [sic]
any of the SO .. docunents are changed
resulting --

(Court Reporter interjects.)
-- resulting in elimnation or of a materi al
adverse effect upon a nmaterial right or
obligation of a party, then, unless such
change of law is otherw se specifically
addr essed herein..." -- and let ne stop
t here.

| didn't see anyplace in the docunent
where that change in | aw was specifically
addressed herein. So |I'massumng that this
provi sion would govern if, in fact, the RPS
standard i n New Hanpshire went away, and
t here woul d be no guaranteed paynment goi ng
forward, unless it's covered sonepl ace el se
I n the PPA.
(Bartoszek) M. Harrington, 1'd refer you to
Page 5, Article 1.44.
Ckay.
(Bartoszek) And in that definition, New
Hanpshire C ass | Renewabl e Energy Credits,

ot herw se known as NH C ass | RECs, "shall
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mean REC produced or, in the event of a
change of |aw, that woul d have been produced
by the facility pursuant to its
qualification as a renewabl e energy source
as defined in the New Hanpshire C ass |
Renewabl e Statutes...” And it goes on to
cite the statute. And then at the end, "and
regardl ess of any subsequent change in | aw. "
All right. That clarifies that question.
Thank you.

Anot her question | had on the PPA was
on the sane docunent, Article 7 on Page 11.
This is 7.1, and it's called the Ri ght of
First Refusal. This appears to be a
provision that would allow Public Service to
have the right of first refusal for purchase
of the Laidlaw facility if indeed it was to
be put up for sale. AmI| reading that
correctly?
(Bartoszek) Yes, | believe that's correct.
And to the best of ny know edge, that would
be illegal, for Public Service to buy a
generating facility in the state of New

Hanmpshire, unless there was a change.
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That's specifically banded by statute right
now, is that not correct?

(Bartoszek) My understanding is that's
currently the law. That's correct.

Ckay. Can | ask, then, what is the purpose
of having a provision in the purchase power
agreenent that is prohibited by | aw?
(Bartoszek) Well --

O should we save that for confidential
sessi on?

(Bartoszek) Perhaps, or perhaps it's a
question that nay be better directed to
PSNH. | think that certainly having a
provision in the agreenent that perhaps
antici pates the possibility of a change in
law is not inappropriate. | can tell you

t hat nmy experience with other PPAs in the
past, because they're such |ong-term
docunents -- for exanple: The PPA that we
had wth National Gid never contenpl ated
RECs; so then, at sone subsequent peri od,
many years into the PPA, you get into a

di spute over who's entitled to RECs. So |I'm

sure, probably in the sane vein here, this
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m ght be proactive in case of a change in

| aw.

But would I be correct in saying that this
provi sion was put in at the request of
Public Service?

(Bartoszek) That | can't answer
specifically. There's a |lot of back and
forth between counsel. W obviously had
counsel represent us and PSNH had its
counsel in connection with the drafting of
this docunent. So | don't recall exactly
whose request it was to put it in.

Ckay. That's fair enough. And if any of

t hese questions would be better put in
confidential session, just say so. |'mjust
trying to do this at the Chairnman's request
to get as nuch out right now.

(Bartoszek) Yes, sir.

Getting back to the whol e WPA, or wood price
adjustnment. There was a factor that was put
in there that you woul d use when that was
done. And | realize that factor is
confidential. But can you tell ne what was

the basis? Was that a fornmula that you used
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to cone up with that, or was it just a

conprom sed nunber that was agreed on by the

parties?
(Bartoszek) Well, because the itemitself is
redacted, | think that m ght be better

di scussed in confidential session.
Ckay. Fair enough.

And again going to the PPA -- and this
is -- 1 think this could be answered w t hout
getting into anything confidential. [|'mnot
aski ng about the energy or capacity prices.
But what tine frame were those agreed to in
the negotiations? | realize these
negoti ati ons were going on for quite sone
time. Do you have any idea when it was
agreed to use the prices that are set in the
confidential part of the agreement? And |
don't nean the exact date. But would we be
tal king three nonths ago or 18 nont hs ago,

f or exanpl e?

(Bartoszek) It was a process that certainly
evol ved over a long period of tine. W
negoti ated this agreenent, as | believe both

parties have acknow edged, for nore than two
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years. Certainly at the outset when we
entered into a letter agreenent with PSNH
we sought to outline sone of the key
material terns of the agreenment. But | can
certainly say there were definite changes in
many of the terms and conditions over the
course of the negotiations. Once you get

t hose general concepts and get down to
getting the lawers involved in drafting a
docunent, they tend to change a little bit.
And the sane docunment, sane exhibit, Page 9,
Section -- or Article 6.1.2(a), this talks
about how you woul d be conpensated by

mul tiplying the adjusted base price in
dol Il ars per negawatt hour by the hourly

quantity in negawatts of delivered energy.

Again, | haven't -- as | just showed
with ny previous questions, | have not had
time to study this docunent. So |'m just

trying to determne the hourly quantity of
delivered energy. |Is that exactly only what
it says it is, how nmuch energy that Laidl aw
woul d put on the grid? O is there any

caveat? For exanple: |If there was a
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transm ssion outage or if there was
congestion that didn't allow you to put it
on there, or for sone other reason beyond
your control ?

(Bartoszek) It does not -- | think what
you're asking is it does not speak to

avai lability. It speaks to actual
generation. So in the exanple you cite,
where there's a transm ssi on outage and the
plant's tripped and it's unable to get its
energy out to the grid, it would not -- ny
understanding is it would not be paid under
t hat provi si on.

Excuse ne. Just so we get this clear, you
said it speaks to generation, not
availability. So |I'm concl udi ng from what
you followed up in saying is that this neans
what ever reason you don't deliver, or

what ever reason you do deliver, that anmount
I's what you're going to get conpensated for.
Regardl ess of the cause of the
non-deliverability, you don't get paid. So,
for exanple, if Public Service's

transm ssion outage is causing you not to be
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able to deliver, would you get paid at that
poi nt ?

(Bartoszek) In that exanple, we would not
get paid. | nean, | can tell you from ny
own experience, a lightning strike on a
transforner and the plant goes down and it's
unable to generate electricity out to the
grid, even though that's not your fault,
you're not going to get paid for your output
during that period. And that's consistent
with the terns of this agreenent.

And if you weren't dispatched for econom c
pur poses?

(Bart oszek) Sanme answer.

Sane. And if you were able to be di spatched
for econom c purposes, but the capacity of

t he Coos Loop would not all ow you to put
your generation out, |'massum ng the sane

t hi ng; you woul d not get paid?

(Bartoszek) That is ny understandi ng.

And |I'm not sure who the right person to ask
this question is -- you can cl ose that.

It's not having to do with that docunent.

So I'lIl ask you. As you said earlier,
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you're the guy in charge. The buck stops
here. So at |east you should be able to
tell me who to ask it to if you don't know
it.

' massum ng that Laidlaw sends the --
I*'mtal ki ng about being paid capacity
prices, going to enter into the
f orwar d- capacity market?

(Bartoszek) That's right.
Ch, they have. Ckay.

And what is your capacity supply
obligation, and when does it start?
(Bartoszek) W were given a --

MR KUSCHE: June 2013 to My

(Bartoszek) June 2013 to May 2014 and --
MR KUSCHE: 58.7 negawatts.
(Bartoszek) -- 58.7 negawatts.
MR. HARRI NGTON: Thank you
much. That's all the questions | have.

CHAI RVAN BURACK: Thank you.

Questions from any other nenbers of the

Subcomm tt ee?

Di rector Mizzey.
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DR MJZZEY: Thank you.

| NTERROGATORI ES BY DI R MJZZEY:

Q On the chart behind you, Aware is |listed as
a funding entity?

A (Bartoszek) Yes, nm'am

Q But then, in the exhibit that we received
this norning it's not shown. Can you just
expl ain why that m ght be the case?

A (Bartoszek) We just sought to sinplify the
-- it's not -- our intention is not to
elimnate it. W just sought to try to

sinmplify the explanation by not listing it

t here.
Q So it would be under the bl ock called
"l enders"?
A (Bartoszek) If I were to draw "l ender” on

here, it would be down here.
(Wtness drawi ng on white board.)

CHAI RVAN BURACK: Li kew se,
then, on this chart, M. Bartoszek, where would
you show Aware, if you were to make this nore
conpl i cat ed?

MR T ACOPINO W're talking
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about Applicant's Exhibit 65.

MR, BARTOSZEK: So we woul d
put Aware up above PJPD, where it appears in this
di agr am

CHAI RVAN BURACK: Thank you.

When you say "this diagram?”
you're referring to your Exhibit 64.

MR, BARTOSZEK: Exhi bit 64.
That's correct.

CHAI RVAN BURACK: Thank you.

MS. MJZZEY: Thank you.

CHAI RVAN BURACK: O her
questions fromthe panel at this tine for these
W t nesses?

At t orney | acopi no.
| NTERROGATORI ES BY MR | ACOPI NO
Q M. Bartoszek, on Exhibit 65 you list the

New Mar ket Tax Credits as being a good
portion of the equity contribution to the
pr oj ect.

Am | correct in understanding that you
have to conmmence construction before the end
of this year in order to qualify for those?

A (Bartoszek) That's correct.
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And what happens if you don't?

(Bartoszek) Well, we would... | think we
woul d be hopeful that we would receive the
al l ocation during the next period. |'m not
exactly sure how that works. W do have
sonebody here who's our advi sor on New

Mar ket Tax Credits. It would probably be
best --

l"msorry. Finish. [|'msorry.

(Bartoszek) | can seek to clarify that
question and cone back to you. O we can --
To the best of your know edge, are these New
Mar ket Tax Credits sonething that's expected
to be extended by the federal |egislature?
(Bartoszek) Yes. | do not believe the

i ssue, M. lacopino, is the expiration, as
in the case in the I TCs. M understandi ng
Is that the allocation is an annual

all ocation, and it needs to be put to use
during that cal endar period. So |I'm not
sure if the allocation itself goes away and
we need to seek a new allocation, but it's
not the expiration of the federal program

So you woul d be subject to whatever the
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allocation is in the next budget?
A (Bart oszek) Whatever allocation those
al | ocatees m ght receive and m ght be able
to direct to us during that next peri od.
MR 1ACOPING | don't have
any further questions.

CHAI RMAN BURACK: Ckay. Very

good.
CGent | enen, thank you very
much.
MR, NEEDLEMNMAN: M. Chair?
CHAl RVAN BURACK: |'m sorry.
MR. NEEDLEMAN. W were just
asking soneone in the back. | just want to be

perfectly clear on what the triggering nmechani sm
is for the New Market Tax Credits, whether it's
closing or whether it's construction. |'m being
told that it's closing of the transaction, not
conmenci ng of construction for the New Market Tax
Credits.

MR. BARTOSZEK:  Yeah. My head
cold, obviously. | guess | mi ssed that one.
Yeah, it is financial closing.

CHAl RMAN BURACK:  And t he
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deadl i ne that would have to be net is what date?

MR, BARTOSZEK: My
under standing i s we've been told Novenber 15th.
But that may be able to be extended to the end of
the year. So we're operating on the assunption
that it's the end of the year.

CHAI RVAN BURACK: Do you know
what the factors are that would allow it to be
ext ended from Novenber 15th to Decenber 317?

MR BARTOSZEK: | do not, but
we can | ook into that.

CHAI RVAN BURACK: Counsel, if
you could look into that and just informthe
Commttee. |If the easiest way to do this is to
provide us with a submttal that includes a copy
of whatever the federal regulation or the federal
gui del i nes docunent is, whatever that m ght be,
if you could just provide that to us.

MR. NEEDLEMAN. We'll do that.

CHAI RVAN BURACK: Thank you.

Commi ssi oner | gnati us.

MS. I GNAGTI US: Thank you,

M . Chai r man.
| NTERROGATORI ES BY CVSR. | GNATI US:
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Just a coupl e of questions about the
pur chase power agreenent that are not --
that don't involve redacted terns, so |
didn't want to save themuntil later.

If you could explain -- I've read it,
but now |l need it explained -- Section 6.1.3
on Page 11. | guess you have doubl e
nunmberi ng systems here -- 11 of the actua
agreenment and 30 in the exhibit, which is
Exhi bit 40.
(Bartoszek) Yes. The purpose of 6.1.3 is
to basically keep the -- we've established a

base price for electricity. And that base
price m ght be higher or |ower than the
prevailing market prices. So, to the extent
t hat nunber is higher, the difference is
then credited to a fund. And to the extent
that it's less, that anmount is then
subtracted fromthe fund. And these
negative or positive adjustnents -- so if --
as an exanple: At the end of the contract
termthere's $10 nmillion accunulated in
positive dollars in that fund. W wanted to

create a nechanism so that ratepayers were
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never paying nore or |ess than narket
prices. So that $10 mllion could be used

i n connection with the purchase option
agreenment by PSNH. So they'd be able to put
those dollars to value in connection with

t he purchase.

And when you say in your hypothetical, at
the end of the termthere's a $10 mllion in
t he fund, that woul d be because, in
aggregate over the entire term there were
peri ods where the anount -- the contract
anount was greater than the narket anount?
(Bartoszek) That's exactly correct. | nean,
| can tell you fromworking with the
executives at PSNH over the course of this
that there was great concern that New
Hanpshi re ratepayers not pay nore than

mar ket price for electricity. And this is
the way that we -- | think it was a rather
clever way we sought to deal wth it, so
that that's always going to keep track on an
hourly basis whether or not the price is
nore or less. W'd hope, at the end of the

contract term that we'd be fl at. But t he
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reality is we'd probably either be higher or
lower. And if it's -- and if ratepayers
have paid nore than the market price,

they'Il be able -- those dollars wll able
to be used for the benefit of the ratepayers

for the purchase.

Q At one point yesterday there was a reference
to the "spot narket." W're not talking
about the spot narket as the nmarket price
that you' re conparing agai nst, are you?

A (Bartoszek) | believe it's defined in here
as the 1SO New England, I'mnot sure if it's
t he day-ahead price or the -- but it is
defined in the agreenent.

Q All right. | don't see it. It's not in the
definitions of "nmarket price," but --

MR, KUSCHE: It is defined

somewher e.

BY M5. | GNAGTI US:

Q But | accept there's a definition that we
can fi nd.

A (Bartoszek) The difference between the | SO

New Engl and energy price, which | believe is

a defined term-- so if you go back to the
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definitions...
(Strickler) It's the day-ahead.
(Bartoszek) -- it's the day-ahead. It is
t he day-ahead market. Article 1.32: "ISO
New Engl and energy price nmeans the hourly
day- ahead | SO New Engl and | ocati ona
margi nal price at the pricing |ocation
designated for the facility wthin the |ISO
New Engl and settlenent and billing
systens..."
Thank you. That's good.

And then the other question | had is
just trying to understand the interaction
bet ween the definition provisions on

renewabl e products paynent, 1.57, for which

there are no redactions -- that's on Page 6
of the PPA. Again, we're still in
Exhi bit 40 -- and the | ast sentence -- the

| ast cl ause that says, provided further, for
the termthat the renewabl e products paynent
shall be no less than the alternative
conpl i ance paynent schedul e under the New
Hanpshire statute, and then to conpare that
with Page 10, Section 6.1.2, which does
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actually include sone redactions. So |
don't know if there's a way we can descri be
how the two fit together w thout getting
into -- | hope there's a way w t hout
confidential material. This is on Page 10,
Subsection C that you told M. Rodier was
sone sort of nmultiplier percentage of ACP.
And so, | guess, inits nost distilled,
t he question would be: 1Is it a percentage
of the ACP, or is it in that final clause in
the definition, "no |l ess than the APC'?
(Bartoszek) | can tell you that the purpose
of the "provided however" in the renni nder
of that sentence in Clause 1.57 is intended
to address the concern that was raised
earlier, that if the New Hanpshire RPS was
sonehow pre-enpted by a federal RPS, or done
away With altogether, that we've still
est abl i shed sone sort of base under which
the facility could be utilized for pricing
certainty over the course of the power
pur chase agreenent. So that's -- the
intention of that clause is to nmaintain

t hose cash fl ows under the power purchase
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agreenent, irrespective of whether or not
the New Hanpshire RPS is pre-enpted by a
federal RPS or is done away with altogether.
Q So that last clause in 1.57 is neant to
apply only in the event of a change in
| aw - -
A (Bartoszek) That's right.
Q -- 1 n New Hanpshire?
A (Bartoszek) That's right.

CHAI RVAN BURACK: I just have
one clarification question | now want to ask you,
M. Bartoszek.

|'d take you back to
Section 6.1.3 on Page 11 of the Applicant's
Exhi bit 40.

You descri bed this adjustnent
process as "creating a fund." That was the term
you used. | don't see the word "fund"” in here.

So I'"mjust looking for confirmation. M
understanding is that this is essentially sort of
a bal ance sheet record that is kept, but there
isn't a pool of noney being set aside
contenpl ati ng a purchase. Am| correct in that

under st andi ng.
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A (Bartoszek) That's right. |It's basically a
running tally. It's not a fund. That was
an oversinplification.

CHAI RVAN BURACK: Thank you.
MR, HARRI NGTON: M. Chair man,
| just have one followup on the clarification on

t hat .

CHAI RVAN BURACK: Pl ease.

| NTERROGATORI ES BY MR HARRI NGTON:

MR. HARRI NGTON: So, the only
purpose of this is to keep this bal ance sheet

and -- basically, if there is no sale of your

facility to Public Service, then that bal ance

sheet just gets tossed out, beconmes neani ngl ess;
is that correct? 1It's only for the purpose of
affecting the sale price, if there is a sale,

bet ween Lai dl aw and Public Service?

A (Bartoszek) | believe that's correct.

Q Ckay. Thank you.

CHAI RVAN BURACK: Okay. Thank
you.

MR. BARTOSZEK: Oh,
M. Harrington, can | just point out, just as a

followup to your question? M understanding is
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there is the ability for PSNH to transfer this to

an affiliate, transfer the value to an affiliate

who coul d use that for that purpose.

BY MR HARRI NGTON:

Q

There actually woul dn't be any transfer, in
ot her words --

(Bartoszek) Transfer the rights.

What are they transferring?

(Bartoszek) They're transferring the rights
under the option to a successor or to

anot her party, who, in turn, wuld be able
to potentially utilize that if there was an
over - mar ket paynent.

So if they transferred the rights to an
affiliate -- well, let's just say there was
an over-market paynent. You used

$10 mllion. Then they would go in with a
$10 million credit towards that purchase?
(Bartoszek) That's right.

And if there was a $10 mlli on under paynent,
they would go in owing $10 nmillion before

t hey started?

(Bartoszek) No, it can't be less than zero.

So there would just be -- there would be no
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adj ustment then in the purchase.
Q When you tal k about the "under"™ and "over,"
that was a running tally, never to go
negati ve.
A (Bartoszek) That's right.
Q Thank you.
CHAI RVAN BURACK: Very wel | .
Thank you very nmuch, M. Bartoszek,
M. Strickler. W excuse you at this tine. |It's

possi ble we may have further questions for you
|ater, and certainly we will in the non-public
sessi on.

MR ROTH: M. Chairman, |'m
sorry. There was -- | have just one further
question that cane up as a result of your
questioning of M. Bartoszek.

CHAI RVAN BURACK: Pl ease

pr oceed.
RECROSS- EXAM NATI ON
BY MR ROTH:
Q There was reference that you made in

response to a question fromthe Conmttee,
that you referred to "soneone who i s our

advi sor” wth respect to the New Market
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Credits. W is that person?
A (Bartoszek) David Cohen, who's sitting in
the roomin the back.
Q And is he your chief financial officer?
A (Bartoszek) No, he's an outside advisor
who's advising us with respect to the New
Mar ket program
Q Do you have a chief financial officer?
A (Bartoszek) The Applicant has no desi gnated
chief financial officer. | would
contenpl ate that we woul d be desi gnati ng
soneone for that purpose at the tine that
that's necessary.
Q Ckay. Thank you.
MR. ROTH:. That's all.
CHAI RVAN BURACK: Thank you,
At t or ney Rot h.
Ckay. Gentlenen, thank you
again. W excuse you for the nonent.
(Wtness panel excused.)
And Attorney Needl eman, if you
woul d pl ease present your next w tness.
MR. NEEDLEMAN. W'l ask

M. Kusche to conme up at this point.
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CHAI RMVAN BURACK: Attorney
Needl eman, pl ease proceed.
MR. NEEDLEMAN: Thank you,
M. Chair.
M. Kusche, could you pl ease
state your full name for --
CHAI RVAN BURACK: We wi |l need
to swear himin.
MR. NEEDLEMAN: ' msorry.
CHAlI RVAN BURACK: Sorry. |
over| ooked that nyself. Wy don't we do that
first and then we'll go fromthere.
(Wher eupon the witness was duly sworn
and cautioned by the Court Reporter.)
RAYMOND S. KUSCHE, SWORN
DI RECT EXAM NATI ON
BY MR NEEDLENAN:
Q M. Kusche, could you please state your full
name and position.
A My nane is Raynond S. Kusche, and | am
vi ce- presi dent of Laidlaw Berlin Bi oPower.
Q And we have introduced in the record here
Exhi bits 54 and 55, which is your initial

testinony and then your anended prefiled
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testinony; is that correct?
A That's correct.
Q And do you have any material changes to

either of those docunents?

A | do have a few

Q Coul d you pl ease descri be those for the
Commi tt ee.

A Yes. The first change occurs on the top of

Page 5 -- this is Exhibit 54. First |line
with the sentence beginning "One." | would
add at the begi nning of that sentence, "A
newy constructed trench adjacent to" --
CHAI RMVAN BURACK: |'m sorry.

Coul d you repeat that, please?

MR, KUSCHE: "A newly
constructed trench adjacent to one of the

exi sting underground Fiberglas lines..."

A In that sanme paragraph, beginning on Line 3,
I would strike that | ast sentence sayi ng,
"This cable will be pulled through the
existing pipeline and will be specifically
constructed for this purpose.”

CHAI RVAN BURACK: So you're

striking that | ast sentence?
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MR KUSCHE: Yes.
CHAI RVAN BURACK:  Thank you.
A The next change -- in fact, that is the only

change to Exhibit 54.
| do have a change to Exhibit 55, which
Is the supplenental testinony | provided.

And that's a one-page exhibit. Beginning on

page -- Or excuse ne -- on Line 16,

begi nning with the word "No." It's "No,
comma, | do not expect that this will occur,
period. "

CHAI RVAN BURACK: Coul d you
repeat that, please?

MR KUSCHE: Yes. And it's

actual ly a nedi um si zed paragraph that 1'd |ike
to add there. | have it in text form here, which
| will read. And | can also present this to you,

the witten form if that's convenient.

CHAI RVAN BURACK: Il think it
woul d be hel pful if you could afterwards provide
that to our reporter.

MR, KUSCHE: Wuld you |ike ne
to read the whol e thing now?

CHAI RVAN BURACK: Why don't
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you, pl ease.

MR, KUSCHE: That whol e
par agr aph, Line 16 through 19, woul d be repl aced
with this paragraph: "No, | do not expect that
to occur. Wth regard to the idea that existing
hydroel ectric projects owned by PSNH, or anyone
el se, would be dispatched off if the loop is
over| oaded, comma, the NEPOOL mar ket rules allow
t hese hydro projects to, parenthesis,
sel f-schedul e" -- or, excuse ne, "quotation
mar ks, sel f-schedul e, end quotati on, connmm,
essentially nmeaning that they bid into the
day- ahead energy market at a price of zero,
par ent heses, dollars, slash, per negawatt hour,
cl ose parentheses. New sentence. |[|f generation
on the | oop exceeds the carrying capacity of the
line, the 1SOw Il adjust generation based upon
econom c di spatch. This neans that they wl|
reduce generation starting with the nost
expensi ve generator's bids in the day-ahead
mar ket" -- "day-ahead bid stack until they have
reached a | evel equal to the carrying capacity of
the line. Because hydro projects generally have

a bid price of zero due to their ability to
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sel f-schedule, it is highly unlikely that they
woul d ever be subject to econom c di spatch,
period. "
CHAI RVAN BURACK: Thank you.
If you would just be sure we give that to
Ms. Robi das.
MR. KUSCHE: Ckay.
A And that conpletes the nodifications to ny
t esti nony.
BY MR NEEDLENAN
Q Subj ect to those nodifications to
Exhi bits 54 and 55, do you adopt that
testinony as your own in this proceedi ng and
swear to it?
A | do.
MR. NEEDLEMAN: No further
questions at this tine.
CHAI RMVAN BURACK: Thank you
very much
Ckay. Now turn to the Gty of
Berlin for questions.
MR. SCHNI PPER. W have no
questions for M. Kusche.

CHAI RVAN BURACK: You have no
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questi ons.
At t orney Rodi er.
MR. RODI ER: Thank you,
M. Chairman. That was a pretty naterial change

that's hitting us in realtine. So I'magoing to

do the best | can, and |'m hoping that -- let ne
ask you. Wat tine do you think we'll go for
| unch?

CHAI RVAN BURACK: Wel |, how
| ong do you -- how nmuch questioning do you think
you have for this w tness?

MR RODIER Let ne tell you
what | wanted to do. | wanted to naybe nake a
coupl e phone calls, because | was prepared for

basically some different facts. Now they've --

there's sone different terms. | want to nake a
phone call over lunch. 1'mgoing to go about an
hour. 1'mgoing to go as fast as | can. This

threwa little bit of a, you know, npbnkey w ench
into ny plans for cross-exam nati on.

Havi ng said that, I"'mwlling
to proceed forthwith and just do the best that |
can. One reason | say that is | know that there

Is an expert on these issues on the Commttee.
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So as long as -- why don't we do that.

I'Il do the best | can, okay.
"1l see what the Commttee asks. And | know
that at the end, if | got a couple things |I want
to pick up on, maybe you'll give ne a chance to
do that. How s that sound?

CHAI RVAN BURACK: Go ahead.

MR ITACOPINO M. Rodier, do
you have cross-exam nation that deals with
subj ects other than the dispatch of the hydros?

MR. RODIER: Oh, sure.

MR | ACOPINO Ckay. Can you
do that cross-exanm nation and then perhaps deci de
if you can get to the hydros at a different tine?

Because that's the only change --

MR, RODIER: Yeah. | nean, at
a mnimum 1'll do everything else. WNaybe I'l]
get tothis last. I'mgoing to do the best | can

and see how it goes.

CHAI RVAN BURACK: Before you
do, let nme just ask you this, Attorneys Roth and
Brooks: How nmuch questioning do you think you
have for M. Kusche?

MR ROTH: Hal f an hour, at
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t he nost.

CHAI RVAN BURACK: Hal f - hour,
at the nost? And |I'mnot sure --

MR. HARRI NGTON: Fifteen to 20
m nutes, max. Maybe not even that nuch.

CHAI RVAN BURACK: Ckay.
Here's what |'m going to suggest that we do,
Attorney Rodier. |1'mgoing to ask you to proceed
and do what you can with all of the other issues
ot her than this hydroel ectric plant dispatch
issue, and we'll see where we are at that point.
W may take a lunch break there, or we nay first
have you proceed, Attorney Roth. But ny hope is
to be able to get this wapped up, if not before
 unch, then within an hour or so after we
conpl ete lunch. |'mconcerned that we're going
to have our non-public session have to spill over
into Friday norning if we don't keep this noving
al ong here.

MR RODIER |I'mgoing to keep
it nmoving along. | just nention there was
anot her material change in negawatts. They were
successful in the MCM market. That is a very

substantial change as well, and we just heard
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that as well. So I'"'mgoing to just do the best |
can. 1'll let you know --
CHAI RVAN BURACK: Pl ease do.
Pl ease proceed.
MR. RODI ER: Thank you.
CROSS- EXAM NATI ON
BY MR RODI ER
Q M. Kusche, Exhibits 54 and 55 are yours; is
that correct? 1s 56 -- well, let's stick
with 54 and 55.
A That's correct.
Q Ckay. Just by way of brief introduction,
we' ve net before, haven't we?
A Yes, we have.
Q W were in a neeting in regards to one of

t hese bionass plants to try to figure out

how to sell... weren't we, or sonething like
t hat ?

A We have net before in conjunction with a
facility that | managed previously in

becom ng a nmenmber of NEPOOL, so that we
could participate in the day-ahead markets.

Q Ckay. By the way, you subsequent-- oh, no.
Is it LLEB that joined NEPOOL -- LLB,
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rat her ?

Lai dl aw Berlin Bi oPower is a nmenber of
NEPOOL, vyes.

Ckay. And it's, what? Goes back about a
year that you joi ned NEPOOL?

I woul d have to check the dates. But
approxinmately that. That's true. Maybe a
littl e nore.

And that automatically makes you a
participant in | SO New Engl and; does it not?
It does.

And that leads into -- in fact, | think you
may have done that so that you could
participate in these FCM auctions; is that
correct?

That's correct.

All right. You were defaulted for a few
days a couple of weeks ago. |Is there any
reason for that?

No. The only reason for that was actually
because | was on vacation, and we were |ate
i n making a paynent to neet our financial --
what's call ed financial assurance

requirenents as a result of qualifying for
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our capacity obligation. And we inmmedi ately
remedi ed t hat.

Right. And | know that. 1've been there
myself with an entity that got tossed out
for a few days. So | synpathize.

| SO New England is very rigid in their
paynent schedul es.

That's right. | managed to get it in by
noon. And if it's there at five past

twel ve, too bad. Cash.

Ckay. Thank you.

Let's -- so | want to take this
chronologically then. So, No. 55 -- no, 54.
This is the original testinony.

Correct.

And by that, | nmean it was filed at the tine
of the application back | ast Decenber;
right?

Correct.

Ckay. And this testinony |argely focuses on
the so-called feasibility study; does it
not ?

It focuses on ny education. There's a

nunmber of topics that are actually addressed
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her e.
Well, this is not a trick question. The
large of it is the feasibility study.
Yes, our interconnection request.
Ri ght. And so when sonebody wants to
I nterconnect with an | SO transm ssi on
facility -- in this case, a PSNH
transm ssion line -- there's really a couple
of studies, at least. Maybe there's three.

The first one's a feasibility study. The
second one is the systeminpact study; is

t hat correct?

That's correct.

And there was a systemin your suppl enmental
testinony. You put into evidence the system
I mpact study because that did not becone
avai |l abl e in My.

That's correct.

So one of the things that -- just so we get
our thoughts organi zed here, the Exhibit 54,
you had the results of the feasibility
study, which cones first. And then

Exhi bit 55, you had the results of the

system i npact study.
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That's correct.
Ckay. And | want to refer you to Page 2 of
your testinony on Line 4.
This is of the original testinony?
Yeah. [|'msorry. Exhibit 54, yeah. Page 2

and Line 4. You tal ked about the project
here has got a queue position of No. 251; is
t hat correct?

Yes.

Ckay. Now, does this nmean that you -- to
get your studies done, you woul d have
priority over sonebody who is No. 2607
That's correct. The | SO conducts its
studi es based upon the queue position.

Ckay.

And the earlier you make your application,
your initial application when you're

assi gned a queue nunber, that establishes
the order that they will do their studies.
So do you know if CPD is 2297

| believe that's true.

Ckay. So, sonebody at 229 is going to have
certain rights with respect to getting their

studi es done; isn't that correct?
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Wth respect to tim ng?

Yeah.

Yes, that study woul d be conpl eted before
they would initiate a | ater queue nunber.
Now, in |looking at -- you're 251. In doing
your studies, is it generally correct to say
that they take CPD at 229 as a given

proj ect --

(Court Reporter interjects.)

They're going to assune CPD is in service.
That's correct.

So let's -- all I'"'mreally interested in
here is the feasibility study. So in the
interest of tinme, | wanted to go to Page 5
of Exhibit 54 and ask you about Lines 10

t hrough 12.

Lines 10 through 12, you say that the
Novenber 9th, 2009 interconnection
feasibility study prepared by | SO New
Engl and - -

(Court Reporter interjects.)

The Novenber 9, 2009 interconnection
feasibility study prepared by | SO New

Engl and i ndicates that the project will not
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cause any voltage or short-circuit problens
on the line; is that right?

A You' ve read that correctly.

Q Ckay. And what |line are they tal king about
her e?

A What transm ssion |ine?

Q Yeah. They refer to "the line."™ Wich |Iine
s that?

A That |ine would be what's comonly referred
to as the Coos Loop, which consists of
Public Service |l abels that has three
di stinct nonitors.

Q Right. So let's look at the feasibility
study. The feasibility study is part of the
application. Do you have the application
wth you? | just want to quickly | ook at
the feasibility study.

CHAI RVAN BURACK: Let's just,
for the record, nmake cl ear what docunent you're
referring to by exhi bit nunber.

MR RODI ER: M. Chairman, |'m
| ooki ng at part of the application, it was
Exhibit Por Q It was Q

CHAI RMVAN BURACK: So this is

{ SEC 2009-02} [ DAY 4 - AM SESSION] {8/ 26/ 10}




© o0 ~N oo o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O OO N OO O »d W DN -~ O

[WITNESS: KUSCHE]

149

Applicant Exhibit 1, Appendix Q?

MR. RODI ER:  Yeah.

CHAI RVAN BURACK: Thank you.
A Q?
BY MR RODI ER
Q Q
A Ckay. |I'mthere.
Q This is not protected in any way, is it?
A | don't believe so.
Q Ckay. Well, what happened --

MR. RODI ER: Sonmebody refresh
ny recollection here, because it was filed, and
then -- M. -- Attorney Needl eman, what happened?

| can't renenber.

MR. NEEDLEMAN: Yeah. I
believe it was initially filed as
non-confidential. 1SO then asked us to have it
treated as confidential. W filed a notion with
the Commttee requesting confidential treatnent,
and the Commttee granted that notion.

MR, RODI ER:. Oh.

MR, I ACOPINO Does it still
need confidential treatnent?

MR. NEEDLEMAN: | think the

{ SEC 2009-02} [ DAY 4 - AM SESSION] {8/ 26/ 10}




© o0 ~N oo o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O OO N OO O »d W DN -~ O

[WITNESS: KUSCHE]

150

Comm ttee's order stands, and | haven't heard
otherwse fromISO So I'd rather be safe.

CHAI RMAN BURACK: So this is,
in fact, a confidential docunment that should
have -- we should label it as such. And I think
what we will need to do, Attorney Rodier, unless
you just have a general question about it that
the witness could answer based on what's in the
public record or generally known about this
document to the public, you could ask those
questi ons now. And maybe you want to try that
and see if we can answer them now. O herw se,
we'll save questioning on this docunent for the
non- publ i ¢ sessi on.

MR. RODI ER: Thank you.

MR ROTH: M. Chairman, if |
may. It doesn't appear that the docunent is
i ncl uded anong the confidential docunents
provided to the parties. And in particular, I'm
counting on the disc that was given to us at the
preheari ng conference. But |'m/| ooking at the
list of their exhibits, and the confidential ones
are 38, 39 through 43, and none of those includes

the |1 SO st udy.
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MR | ACOPINO Peter, it was
Appendi x Q of the original application, and there
was a notion for confidential treatnent filed
back at the tine of the application for it. So |
don't know if in your copy of the application it
was i ncl uded or not.

MR, ROTH. Wwell,
unfortunately, on ny disc | was not given
Exhibit 1. So |I had to downl oad the application
fromthe Wb site.

MR TACOPINO It is not on
the Web site.

MR, ROTH: O course not. So
|'mat a disadvantage on this docunent. | don't
have it on ny disc, and | don't know if you have
it in your binders. W do not appear to have it
in the binders. Does your disc have it?

CHAI RVAN BURACK: We wi || nake
a copy of it available to you. But again, |
think we do -- we have ruled that it is a
confi dential docunent.

And again, Attorney Rodier, if
you wi sh to ask your question, we'll see if we

can answer it now or whether we have to answer it
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i N non-public session.
Q | only got one small area, actually.
BY MR RODI ER
Q M. Kusche, do you have a copy of it? |
want to ask you --
A | do.
Q Could you -- let's see how far | can get.
Woul d you | ook at --

MR KUSCHE: WMy | say
sonet hi ng?

CHAI RVAN BURACK:  Yes,
M . Kusche.

MR KUSCHE: | just want to
clarify that |1 SO New Engl and has very stri ct
rul es about confidentiality of docunents that
t hey produce and they hold. And we signed -- as
a part of the study agreenent, it included
confidentiality provisions. And in order for an
outside party -- even if that party is a NEPOOL
participant, they nust apply for access to any
confidential agreenents. And that's the only
reason why we need to treat this as confidential,
because of |1 SO New England's rul es and

regul ati ons.
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MR RODIER R ght. And |et
me just follow that up. CPD, being ahead of LBB
in the queue, did apply. That's why we have our
copy of this legitinately, aside fromwhat's

going on with this Commttee. Just to clarify

t hat .

CHAI RVAN BURACK: | wunder st and
and appreciate that. But | think for purposes of
this proceedi ngs --

MR RODI ER: | agree.

CHAI RMAN BURACK: -- this is a

very confidential docunent.

MR, RODI ER: | agree.

CHAI RVAN BURACK: So | think
if you want to ask a questi on about sone specific
witing on sone specific page in this, |'mgoing
to ask you to hold that for the non-public
sessi on.

MR, RODIER: I n other words,
you don't want ne to -- | can't even refer to a
page number ?

MR. | ACOPI NO Ask the
questi on.

CHAl RMAN BURACK: Wy don't
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you ask the question and we'll see.

MR. RODI ER  Ckay.

BY MR RODI ER

Q

o > O »

Wul d you turn to page -- well, let's turn
to Section 4. 2.

Yes, sir.

Ckay. You see a table there?

| do. | see Table 4.2, Project D spatch.
Ckay. It refers to -- | think it's okay to
say that we can conceptually discuss MS

di spatch in public, that's for sure. So can
you tell me what M S dispatch refers to?

MS is an acronym whi ch stands for mn ni num

I nt erconnecti on standards.

Right. And -- well, layman's terns, what's
t hat nean?

Layman's terns? |1'Il|l attenpt to sinplify
this.

Yeah.

M ni mrum i nt erconnecti on standards neans that
a generator can apply for interconnection in
the | SO system and generate as long as there
is capacity on the line to accept its

generation. |t does not provide for
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guar anteed transm ssion rights over that
transm ssion |ine.

| just got to make a note here. Ckay.
Doesn't guarantee... at M S, nobody's
guar ant eed access to the lines to get their
power to market.

Wel |, people are guaranteed access to the

| ine, but they're subject to economnc

di spat ch.

You' re guaranteed that you can hook into the
| ine, but you may not generate.

That's a very sinplified statenent which
requires a lot of detail behind it. You're
al l oned access. And, in fact, you're given
privileges and rights to access to the

| i nes. However, dependi ng upon certain
circunstances, if that line is constrained
I n sone manner, then, under MS, the
generators on that line are subject to
econom c¢ di spatch, which the SO w Il | order
in order to preserve stability of the I|ine.
The |ines constrai ned subject to econom c
dispatch... Al right. Let's assune

there's four plants. Wo goes first? Wo
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gets to go first? Ch, econom c dispatch.
It's the | owest bidder.
No, economi c dispatch is not the | owest
bi dder. Econom c dispatch is a procedure
that | SO New Engl and uses to sel ect which
generators will be either dispatched down or
di spatched off until stability on the |ine
I s achi eved.
Wel |, highest bidders get --
CGeneral ly speaking --
-- curtailed. Gkay. That's what |I'm
saying. The | owest bidder --
-- the highest bidder will --

(Court Reporter interjects.)
CGeneral ly speaki ng, the highest bidder wll
be the generator which is first selected to

be di spat ched.

BY MR RODI ER

Q

Ckay. |Is there any way, M. Kusche, that
you coul d, w thout running afoul of
anybody' s obligations, see if you could just
generally tell us all, tell the Commttee
what the nessage here, 4. -- Table 4.2 is

trying to make?
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Table 4.2 is -- it describes the generation
that Si enens, the engi neering conpany that
did this study for 1SO chose to displ ace
for the purposes of the hypothetical study.
This is not real world.

Under MS, the goal of the study is to

determne if putting on -- in our case,
let's just call it 60 negawatts. Addi ng 60
nmegawatts to that |ocation on that |ine,

t hey then take off another hypothetical 60
negawatts of generation. It has nothing to
do with econom c dispatch. They sel ect
those generators that are in the cl osest
proximty to where you're adding the
generation, so that it can be an accurate
study, and then they see what is the inpact
of adding that 60 negawatts of generati on.
It is not in any way indicative of how
econom c¢ dispatch will work in the rea
world. It's a theoretical exercise.

So, is that why your testinony at Lines 10
t hrough 12 says that your project's not
goi ng to cause any voltage or short-circuit

probl ens?

157
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Wel |, under the assunptions nmade in the
study, where an equival ent anount of
generation was taken off and ours was added
on to replace it, that's the concl usi on of
t he study, that there will be no voltage or
short-circuit inpacts to the |ine.
All right. So what we -- and I'"'mreally not

trying to put words in your nouth. But |et
me ask you this: When you say it's not
goi ng to cause any voltage or short-circuit
problems, it's because what they did when
they did their sinulations, they added you
in at 60, let's say, and they took an

equi val ent 60 off; so that's probably why
there are no voltage or short-circuit

probl ens.

Yes. And that's a standard protocol for --
Ch, | under st and.

-- the studies that they conduct for all
generators proposing to interconnect to the
MS. And that is the procedure that they
have used for Granite Reliable and the other
projects in the queue ahead of us, including

t he C ean Power project.
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| agree. Thank you.

Ckay. So let's go to 55.
Exhi bit 55.
Yeah. That's the supplenental testinony I
think you put in on July 9th; is that
correct?
| don't have the date here. But let's

assune that that's a correct date.

Ckay. It's your supplenental testinony.
Ckay.
All right. 1In looking at the exhibit I|ist,

let's see what it says here. July 9th,
2010. Ckay.

So the purpose of this docunment is --
would it be fair to say you were updating
this Commttee on the results of the SIS,
t he system i npact study?
Yes, | was informng the Conmttee that the
system i npact study had been conpl et ed.
Ckay. And what did you learn fromthe --
well, let's think about this. This is a
pr ot ect ed docunent.

Can you tell us what you | earned from

this study? Anything the Commttee ought to
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know?

I can generally offer what we | earned from
the study. It confirmed what the
feasibility study conclusions were, that
there were no voltage or short-circuit
probl ens created by interconnecting our
project. And it confirnmed that there were
m nor thernal inmpacts due to our

i nt erconnection, which were identified by
the 1 SO study. And costs were associ at ed
for both correcting those -- correcting

t hose probl ens through upgrade to the | oop
line, and al so an estinmate for

I nt erconnecting our project to the East Side
subst ati on.

Ckay. So, one of themyou said -- we tal ked
about those three segnents to the Coos
County Loop. And one of the things it did
Is tal k about upgrades to those segnments?
Correct.

All right. Wuld you please | ook at tab --
Exhibit 5 to CPD s exhibits.

Yes.

Ckay. Now - -
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CHAI RVAN BURACK: Wbul d you
give us just all a nonent, please, to find that.
MR, RCODI ER  Yep.
CHAI RVAN BURACK:  Agai n,
you're in Clean Power Devel opnent's Exhibit 5?
MR, RODI ER  Five.
CHAI RVAN BURACK: Thank you.
BY MR RODI ER
Q Now, M. Kusche, have you seen this nenp?
A | have.
Q All right. There's no problemw th tal ki ng
about this nmeno; right?
A VWll, I"'mnot sure how this neno was
obtained. But it is a nmenp to the
Partici pants Committee at | SO New Engl and,
of which | amnot a nmenber. So | don't know
about the confidentiality of this neno.
That was --

Q Wll, we obtained it off the | SO Wb site.

>

Ckay.

Q Can | -- there was just a neeting up at

Mount WAshi ngton, what, |ast week? And they
were tal king about this stuff; is that

right?
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A " mnot aware of that.
Q Ckay. Wuld you take a | ook at the second
page. And let me ask you. Wat's the
pur pose of this? This says it's to notify
the Participants Conmttee of the actions
taken at its August 16th and 17th, 2010
nmeeti ng, okay. The actions taken by the
Reliability Commttee, okay. You agree?
A That's what it says.
Q Ckay. Second page. Wuld you | ook at
I tem NU1O-T16, and woul d you read that.
A I*'mnot finding that.
Q Ckay. I'msorry. |It's under Agenda
Item 14.
A Ch, that's Page 37
Q ls it?
CHAI RVAN BURACK: |'m sorry.
D d you say Agenda Item 13 or Agenda Item 147?
MR RODIER | msspoke. It's

Agenda Item14. It's the third page.

BY MR RODI ER

Q And under Agenda Item 14, Page 3 of 3,
there's three itens: NU- 10- T16, NU 10-T17,
and NU-10-T18. Do you see those,
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M. Kusche?
A Yes.
Q Could you -- you can -- let ne just

par aphrase here.
So, T16 di scusses the upgrade of the
27-m |l e overhead 115 kV line fromBerlin to

Witefield; is that correct?

>

It seens to be correct.

And 17 is the 18-mle overhead 115 kV li ne

O

from Lost Nation to Northunberl and.
Correct.

Lost Nati on-Northunberland to Witefield.
Whitefield, right.

o > O »

Ckay. And the third one is the upgrade of
the 12-1/2-mle 115 kV line from Lost
Nat i on- Nor t hunberl and to Pari s-Drumrer.
MR, RODI ER:  Shoul d that be

Dunmer ?
BY MR RODI ER
Q It should be Dunmmer. | guess they nade a
m st ake here.

So, let nme ask you: Does this then say
if these projects are undertaken -- and |I'm

| ooki ng at the second to the | ast paragraph.
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Is this neno saying that, if these upgrades
are undertaken, there would be no
significant adverse effect on -- of the

Lai dl aw plant -- of the Laidlaw Berlin

Bi oPower Pl ant on these transm ssion |ines?

It does. | think that's contained in the
sentence, "It is recommended that the
project” -- nmeaning the Laidlaw Berlin

Bi oPower project -- "would not have a

significant adverse effect on the
reliability or operating characteristics of
the transm ssion facilities of Northeast
Utilities System Conpany, the transm ssion
facilities of another transm ssion owner, or
t he system of a market participant.”

Ckay. And |I'm saying that assunes that

t hese upgrades woul d be undertaken; isn't
that correct?

That's correct.

Ckay. Tell us about the -- so it's saying
there's sone upgrades to the transm ssion
lines. So we're not talking about
transforners here or short | eads into

I nt erconnecti on transm ssion system W're
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tal k about the lines thensel ves; is that
correct?

We don't yet know what they are talking
about as specific upgrades. That has not
been shared with us yet.

Oh. So, here we are then. May be
substanti al upgrades to the Coos County | oop
t hat are mandated, and we don't know nuch
about it.

We do know the scal e and nmagni tude of the
upgrades that are required, because we have
received -- and it's contained in the
confidential version of the system i npact
study -- cost estimates to performthese
upgr ades.

Are we tal ki ng about the upgrades to the

| ocal interconnection of the transforner?
No. We're tal king about the --

We're tal king upgrades to the |ines?
There are two di stinct conponents of the
cost estimates provided by ISO for

i nt erconnecting our project. One of them
are the upgrades required to the Public

Servi ce New Hanmpshire transm ssion |ine
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itself --

R ght.

-- the other are the -- well, | should say
new equi pnent that's required to

I nterconnect fromour project to their
subst ati on.

"' mnot focusing on what it costs to
interconnect. | was tal king about the cost
of these upgrades we're tal ki ng about here.
Do you know t hat ?

| do know that. That was presented both in
the feasibility study report and in the
system i npact study report.

Can you show nme where the cost of upgrading
the transm ssion lines -- | nean, are you
saying that they knew in the feasibility
part that they woul d have to upgrade these
transm ssion lines? | thought that was the
pur pose of the system i npact study.

| don't know what they know or knew. | only
know what they presented in their studies.
And, yes, they presented estinmates for

the -- correcting the thermal deficiencies

in the loop line. And they nodified those
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estimates in the systemi npact study.

Q So you think at this point that you know
what the cost of the -- the narrow
i nt erconnection cost is going to be, and you
al so know the cost of upgrading |like a
27-m | e segnent of 115 kV transm ssion |ine?

A We' ve been provided estimates by | SO New
Engl and for what those costs would be. And
we' ve been -- it's been articulated to us
that we can rely upon those estimtes. They
are wthin plus or mnus 20 percent.

Q Did Dave Forest give those to you?

A No. They were presented in the studies
t henmsel ves.

Q Ckay. So you're saying we can go to the

feasibility study and find those costs?

A Yes.
Q Can you tell us and show ne where in
Appendi x P --

CHAI RVAN BURACK: We're goi ng
to Appendi x Q
BY MR RODI ER
Q Appendi x Q i n Exhibit Applicant 1.
A This is in the feasibility study?
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Yeah. |'mtal king about the application,
Appendi x Q

Wul d you like nme to direct you to the
speci fic page and section?

Is it on Page 7.17?

Yes, it is.

So it's your view that this nmenorandum CPD
Exhibit 5, is tal king about upgrading a
127-mle line, that Page 7.1 lists the --

t hose are the upgrade costs that it's
referring to?

No.

Oh. Sorry. Go ahead. What did | say

wr ong?

The reliability commttee was referencing

t he systeminpact study. This docunent
you're referring to here is the feasibility
st udy.

Correct. | want you to tell ne where the
costs of the upgrades are for the 27-mle
line. That's what | want.

Wll, they were originally contained in the
feasibility study --

Show nme wher e.
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-- on Page 7.1.
Ckay. That's what | was asking you. So now
they are on 7. 1.
No. You were asking nme if what was
contained in your Exhibit 5 was related to
the cost estinates for our project to
upgrade the |ine.

The system i npact study was the second,
nmore refined --
Ri ght .
-- |l ook at what those costs would be. And,
in fact, where the thernal inpacts occurred
was a mnor change in the system i npact
study. So the reliability commttee | ooked
at the systeminpact study, not the
feasibility study.
So, what's the bottom-- | just want the
record to be clear. Were's the bottomline
on what it's going to cost Laidlaw to
upgrade the three segnments of the Coos
County loop? That's all I'm1l ooking for.
And |I'd be very happy to give you that
figure, in fact, that exact figure, except I

believe it's confidential information.
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Q Ckay. It's confidential infornation. But
can you narrow it down for ne?
A VWll, | would ask ny attorney to see how far

| can go in narrowng it down wthout --

Q Wll, I'"masking for --

A -- violating confidentiality.

Q If I have to go back and go to executive
session here, confidential session, | just

want to have a heads-up as to where I'm
going to see it in the SIS.

MR. NEEDLEMAN: | suggest you
not provide the nunber, just provide the exact
exhi bit nunber and the exact page that the nunber
I's on.

BY MR RODI ER

Q That's all 1'm asking you.

A Ckay. |1'd be happy to do that. That is
I ncluded in nmy suppl enmental testinony,
Exhi bit 56.

Oh.

And it is in Section --

I don't have it.

> O > O

-- VIII. Section VI, Page 8.1.
MR. NEEDLEMAN: \What
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confidential exhibit are you referring to?
MR, KUSCHE: This is Exhibit
56 -- wait. Yeah, 56.
MR | ACOPI NO Exhi bit 56 is
the systemi npact study dated May 21, 2010.
MR. NEEDLEMAN: \What page on
t hat docunent are you referring to?
MR, KUSCHE: That woul d be
Page 8-1.
MR RODI ER: Excuse ne.
(Di scussion off the record between
Atty. Rodier and client.)
BY MR RODI ER
Q Let ne get a grip here, if I can. W do
have on -- | think you said Page 8.1 of the
SIS, Exhibit 56, | guess it is. W do have
a cost estimate for system upgrades.

And you are telling the Commttee that
this is what the cost would be for upgrading
each of those segnents of the Coos County
Loop?

A That is what | SO New Engl and, through their
system i npact study, has told us.

Q So, basically what you're saying, these are
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the costs that you're planning on and these

are the costs the Conm ssion should be aware

of -- Commttee?
A Correct.
Q Ckay. Fair enough.
MR, RODIER: | don't have that
much nore, actually, M. Chairnan. |f you could
just hang on a second, |'d appreciate it.

CHAI RMAN BURACK:  Sur e.

BY MR RODI ER

Q

Now, if this wasn't enough, we're now goi ng
to tal k about you were successful in the
forward capacity market auction; am|l right?
We were successful in obtaining a -- in
obtaining a capacity obligation for the
capacity year 2013, 2014.
For 58.7 nmegawatts.
It was either 58 negawatts or 58.7
negawat ts.
Ckay. Let's just, for sake of discussion,
call it 58.7.

Now, what does that nean? You have the
context here of what we're tal king about.

We're just trying to cone to tell the
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Commttee what the situation is on the
transm ssion, which is a big issue in New
Hanpshire; right? Transm ssion.

Correct.

By the way, the special blue ribbon
transm ssion conmttee, | guess, Is neeting
next week, on August 29th, to announce the
results; is that right?

I never heard it referred to as "the Bl ue
Ri bbon Conmi ssion. "

No, that's what | call it.

| believe there's a North Country

transm ssion study. M. Gabler is a menber
of that --

Yeah. Ckay.

-- as is ny colleague, M. Bravakis.

So they're going to announce the results
next week of the study; is that right?

| am not a nenber of that commttee, so |
w il take you at your word on that.

Vell, I"'mjust asking if you knew. If you
don't know, that's fine.

No, | don't know.

Ckay. Al right. Wat was the purpose of
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t hat study, do you think? |[|'mnot going to
ask you because -- | take that question
back.

So now |I'm aski ng, M. Kusche, given
everything we've di scussed here -- we've
tal ked about feasibility study, SIS; you've
had your first two studies done. By the
way, Is there a third study, or what's next?
Wl |, according to the market rules, there
are one to two other steps in the process.
And we have el ected to bypass what's call ed
the facilities study and enter into the next
step, which is the actual interconnection
agr eenent .
Ckay. Al right. So, the AL Have you
entered into that yet?
We have received -- recently received a
draft of the interconnection agreenent, yes.
Ckay. And that's another big slug of nobney
that you have to outlay to get that thing
taken care of; right?
There are certain financial paynents
associated with getting that worked on.

Sure. And does the paynent go to PSNH or to

{ SEC 2009-02} [ DAY 4 - AM SESSION] {8/ 26/ 10}




© o0 ~N oo o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O OO N OO O »d W DN -~ O

[WITNESS: KUSCHE]

>

175

| SO?
|*"msorry. Does the what?
Does the paynent go to PSNH or | SO New
Engl and?
W nake the paynents to | SO New Engl and.
PSNH does t he study.
PSNH i s one of the parties involved in doing
t he study.
They do it under the supervision of |SO New
Engl and.
Yes. The interconnection agreenment is
actually -- in away, it's a three-way
agreenent between | SO New Engl and, the
transm ssi on conpany and the generator --
Ckay.
-- or interconnector, in this case.
So, having said all that, now we've got that
overview as well. The interconnection
agreenent is out there and you have to do
t hat .

All I"'mtrying to get at here, | want
you to overlay -- you've had sone success,
evidently, in -- with a successful bid into

the forward capacity market. So you're in
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for 58.7 negawatts for the years 2013
t hr ough 2014.

What effect is that going to have on
the north -- on the Coos County Loop, on
this picture that we've been tal ki ng about
her e?

You' d have to rephrase the question.

Well, okay. |Is -- what is going to be the
effect here, taking everything into account
t hat we have di scussed -- the MS, the
econom ¢ di spatch, you getting in the
forward capacity market? How s that going
to affect Granite Reli able?

| couldn't possibly answer that question.

Is it going to affect, do you think -- do
you know whether it's going to affect the

di spatch for CPD or Granite Reliabl e?

Qur participation in getting a capacity
obligation for those years?

Yeah. Going into service under MS and t hen
havi ng a 58. 7-megawatt capacity obligation,
what's that -- what could potentially be the
effect, good or bad, on the other people

that are going to utilize the Coos County
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Loop?

Well, I don't -- | really don't understand
your question. But perhaps, let me try to
assune where | think you' re going or what --
how you'd |i ke nme to respond.

We have a capacity obligation for 58,
approxi mate, nmegawatts for the capacity year
begi nni ng June 1, 2013, running for 12
nmont hs, through the end of May 2014.

Under that, we have to provide a
certain anount of financial assurances,
begi nni ng when we were provi ded or
successful in the bid and at stages through
to our commercial operation. And we will be
doing that. Once we're operational, those
deposit nonies are returned to us, and we
are eligible for obtaining capacity paynents
for the capacity that we have an obligation
to serve.

R ght.

In the case of econom c di spatch, under the
MS situation, if -- and excuse ne for
getting into nore detail than | may need to.

That capacity i s governed under what they
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now call UCAP. And to keep your 58
nmegawatts of capacity, that level, you are
judged on if your project is avail able and
delivering that capacity at certain tines
when the | SO system needs you and depends
upon that plant being available. And if in
fact you're not, for reasons that are not
I nexcusabl e, then your capacity rate will be
| ower ed.

In the case of MS, if there's economnic
di spatch and, for exanple, our plant would
be ordered down from 60 negawatts to 40
nmegawatts, that is an instance that does not
penalize the project for its UCAP capacity.
In that case, we would not be penalized and
our capacity would not be adjusted downward.

Now, that may have answered a | ot nore
t han you want ed, but --

It was interesting.

-- I"mtrying.
Vell, et ne tell you what we're really
trying to get at here. I'mtrying to figure

out if your project going online, on the

Coos County Loop, and you got this
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58. 7-negawatt obligation, is that going to
detrinmentally inpact G anite Reliable, CPD
Lost Nation, Smth Hydro, Brookfield Hydro,
Wiitefield? That's what we're trying to get
at here. | think that's where the interest
of what the Commttee nay be.

I cannot connect our capacity obligation

wWith SO s orders for those projects to run

under dispatch. |'m m ssing the connecti on.
Ch, | was nore general. | was tal ki ng about
your plant's existence and operation. |I'm

trying to ask you: Wat can you tell wus, if
anything -- and if you can't tell us
anything, that's fine. But what potenti al

i npacts could it have on CPD, Granite
Reliable, Smth Hydro, Brookfield Hydro,
Lost Nation, and DG Wiitefield bi omass

pl ant s?
Well, again, not totally understanding the
question, I'll attenpt to answer.

When generation on a transm ssion |ine
exceeds the capacity of that line to carry
all of it, to export all of that power,

let's say, whether it's a situation of | ow
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| oad or excess generation, then, project --
the loop line, such as -- or |lines such as
our loop line, which there are generators
whi ch have connected under M S st andards,
then the 1SO will adjust the generation on
that line down to the point where the |ine
is stable. It wll make that adjustnent
based upon what they call economnm c di spatch.
Oh.
Econoni ¢ di spatch neans that every project,
every generator, has to bid in the day-ahead
mar ket. And they do that the day ahead.
The bids are due by 4 p.m the day precedi ng
t he operating day.

Most of the generation on the Coos Loop
today is hydroelectric. Run-of-river
hydroel ectric, to be distinct -- which is
distinct from punp storage, run-of-river
hydroel ectric -- which all of the projects
on the Androscoggin River and connected to
this | oop are run-of-river hydro projects,
whet her they're owned by Public Service of
New Hanpshire or private conpanies -- are

all owed to self-schedule in the day-ahead
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mar ket -- neaning, their bids are zero.

| have -- in ny experience, | have
never known for a project which is
sel f-scheduled, bid in at zero, to be
di spatched under any |SO, whether it's an
opt-for event or anything el se.

So, noving forward. Let's assune --
and | believe there is one other generator
on that loop now. And I'mnot sure of this,
but | believe that the Wiitefield bi omass
pl ant is connected on the loop -- on the
| oop side of the --
| did nmention Whitefield.

Par don?

| did nention Whitefield.

Ckay.

But you know what? |'mreally interested --
and let's narrow this down. Let's |eave the
hydros out of it, because that was the --
one of the revisions that you nade upfront.
Now | understand that.

| want to -- | really want to get at
t he LBB Applicant plant conmes online, 60

megawatts or whatever. Waat is this going
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to do -- let's -- can we just keep it to
Granite Reliable and stay away from CPD for
t he nonment? Can you tell nme? Let's
assune -- that's not right. | got to strike

t hat, because CPD is ahead of you in the
transm ssi on queue.

Let's assune that CPD -- | got a
hypothetical. CPD goes into service. So
you get Granite Reliable at 99 negawatts and
you get CPD at 29 negawatts. You have that
in mnd?

That's in ny m nd.

Ckay. Now you cone in at 60-sonethi ng.
Ckay? So the connecting capacity is really
substantially in excess of the electricity
capability of that loop; is it not?

"1l take you at your word for that.

First tinme you ve heard of sonebody sayi ng
there's not enough for all three plants? |Is
t hat what you're sayi ng?

| have heard that statenment, but | haven't
seen the technical data to support that.

All right. Fair enough. So let's just say
Granite Reliable is in at 99, CPD ahead of
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you in the queue is at 29. Now you cone in.
What is that going to do to these other

pl ants under the circunstances here that

we're tal king about? Can you tell wus if

it's going to --

No, | can't, because it's going to

conpl etely depend upon the output of those

plants and the |load on the line and | ots of

ot her circunstances.

Ckay. You can't make a general statenent.

Per haps you can make a general statenent and

ask if | agree or disagree.

Wll, is Ganite Reliable going to be

thrilled with you comng into service --

Judging from - -

-- on the sane transm ssion |ine?

-- fromthe last two years, | would say no.

Really, | --

Excuse ne. Did you say Granite Reliabl e?

Yeah.

Oh, our relationship with Ganite Reliabl e,

as far as I'mconcerned, is fine. |

msinterpreted. | thought you said C ean

Power Devel opnent.
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No. Well, okay. By the way, Granite
Rel i abl e has to resag all these conductors
so that they can get their power to market;
isn't that correct?

I have not read their system i npact study.

| understand that they are responsible for
sone upgrades to get their 99 negawatts onto
t he |ine.

Right. So they're going to be upgrading the
line. They're going to be resagging it.

And evidently there's sone further upgrades.
They're further down the pecking order here.
So there nay be sone further upgrades. And
Is the answer to that "Yes"?

My understanding is that they will be doing
upgrades to the line. They'll be spending a
significant anount of noney to interconnect
to the |ine.

R ght.

And, yes, we wll be responsible for certain
upgrades for our connection.

MR, RODl ER: Your Honor -- M.

Chairman, | think, really, under all the

circunstances, | can't go any further with this
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W tness. | guess -- | think we've got what we
need to do to get -- at |east get a good start on
this issue. So |I'mat a good stopping point

her e.

CHAI RVAN BURACK: G eat.
Thank you very nuch.

Counsel for the public, how
much questioning do you think you have for this
W t ness?

MR. ROTH: Ten or 15 m nutes,
at the nost.

CHAI RVAN BURACK: Let's see if
we can get through that. |'mlooking at the
clock and thinking. 1It's right around 1:00.

Per haps we woul d take |unch and then cone back
and try to finish this witness up with the
Subcomm ttee with any addi ti onal questi oning
there m ght be.
Counsel , pl ease proceed.
MR. BROOKS: Thank you,
M . Chai r man.
CROSS- EXAM NATI ON
BY MR BROCKS:

Q And | apologize if we've covered this. [|I'm
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going to ask sone | ow | evel questions first,
just to kind of get the | andscape there.

What is the existing -- how nuch
transm ssion can the existing infrastructure
handl e?

A Currently, there's approximtely 70
nmegawatts of generation on the line and 70
nmegawatts of |oad. The best information
that | have seen is actually in testinony by
M. Gabler. And |I'm happy to reference
that. It was provided in his original
testinony, whichis -- I've got Exhibit -- |
believe it's Exhibit 2 of...

MS. VAUGHN: They're marked in

t he tab.

MR, KUSCHE: Yeah.
CHAI RVAN BURACK: Are you

referring to CPD Exhibit 27?

THE W TNESS: Yes. Exhi bit 2,

Page 8, Line 10, beginning of Line 10.

A And I will quote: "The engineering analysis
included in the system i npact study
conpl eted by Sienens Energy for |1SO New
Engl and on April 24, 2009, regarding the
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Granite Reliable Wnd Project confirns that,
with m nor upgrades, the Coos Loop will have
an avail abl e capacity of between 120 and 140
nmegawatts. "

So you agree with the nunber from

M. Gabler?

I"'monly referencing that nunber. | don't
have any of nmy own infornmation to confirmor
dispute it. But | will say that this -- if
quoted correctly, this did cone from Si enmens
Ener gy, who has been conducting nost of the
I nterconnection studies for this loop |ine
for 1SO New Engl and. So ny assunption is
that that's a legitinmate and reliabl e
nunber .

I think the next statement in this testinony
of M. Gabler is neant to say that when you
add up three of the big players -- which is
Granite Reliable, O ean Power and Laidl aw --
you're going to end up with a |lot nore

out put than the |ine can handl e.

Yes, that's correct. And to put a little
addi ti onal color on that, that's assum ng --

and G anite Reliable Wnd is, of course, a
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wind project. And the installed capacity of
their -- all of their turbines wll be 99
nmegawatts. |'mno expert on wi nd power, but
| do know that wi nd power has a capacity
factor of approxinmately 30 percent. That's
actually considered pretty good for a w nd
proj ect, especially a | and-based, ridge-top
W nd proj ect.

So what that neans is that there wll
be rare, if any, circunstances when Granite
Reliable is actually produci ng and exporting
99 negawatts onto the |ine.

| do know that Granite Reliable al so
was successful in participating in the
forward-capacity auction for 2014, and | SO
New Engl and only all owed them 30 nmegawatts
of capacity.

So, to further answer that question in
a hypothetical for a nmonent, if |I may, if
you assune that the Granite Reliabl e project
i's operating and does build 99 negawatts of
capacity, and the Laidl aw Berlin Bi oPower
project is operating at 63 negawatts, our

assunption is that nost of the tine there
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w Il be adequate capacity on the line for
t hose two projects.

If the C ean Power Devel opnent proj ect
is added to that generation, there wll be
nore i nstances of time when there wll be
econom ¢ di spatch on the | oop. W have not
done -- |I'mnot aware of anybody who has

done any study to determ ne the actual

nunbers.

And 1SOw Il go into the m ni mrum

I nt erconnecti on standards, MS -- is that
right -- based on the output of the plants,

not based upon their capacity? So they
woul dn't add up the total capacity of

G anite Reliable, CPD, if it exists, and
Lai dl aw to say, okay, we need to go into
MS. They would | ook to how nmuch power is
bei ng generated to do that; is that right?
They wll look at what's bid into the

day- ahead nar ket .

Presumably the bids relate to generation --
Yes, they do. And |ISQO part of their very
conplicated duty is to also predict |oad for

the foll ow ng day, based upon very conpl ex
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al gorithnms of weather and ot her things.
Ckay. |I'mgoing to have you define "l oad"
in a second. But before we | eave that
topic, we did nention capacity factor.

Lai dl aw has a capacity factor near your
actual capacity -- maxi num capacity, because
you burn a resource that you know how nuch
you're going to have, basically. You have
some out ages you have to account for. But
ot her than that, you know where your
resource is comng from--

Correct.
-- as opposed to a wnd farm Unless the
wi nd's blow ng and the turbines are spinni ng
at maxi mum ef fi ci ency, you don't know.
Correct.
And that's why they're rated at around 33
nmegawatts for capacity.
Actually, 1've been told by ISOthat it was
30.
Thirty negawatts. Ckay.

MR RODI ER: M. Chairman, |'m

having a little trouble hearing the witness. |If

he could just keep his voice up, |I'd appreciate
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CHAl RMAN BURACK:  Thank you.

BY MR BROCKS:

Q

So, to sumari ze what you're sayi ng, based
on those nunbers -- and it's going to
fluctuate day to day, based on wi nd. But on
aver age, you woul d expect actual electrical
production from G anite Reliable to be
around 30 negawatts? You don't have to go
that far, but --

I don't know enough about their project to
answer that question.

Ckay. Can you define for ne -- when you
tal ked about "l oad," what do you nean by

| oad? Do you nean the nunber of people that

ISOis predicting will need electricity the
next day?
Yes, on an hour-to-hour basis. |1SO New

Engl and attenpts to predict that regionally
and also in snaller areas.

So if 1SO predicts -- let's say you have a

| ine that can handl e 140 negawatts, but | SO
predicts that only 40 negawatts will be

needed the next day. WII| they go into --

{ SEC 2009-02} [ DAY 4 - AM SESSION] {8/ 26/ 10}




© o0 ~N oo o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O OO N OO O »d W DN -~ O

[WITNESS: KUSCHE]

192

and let's say you have people bidding in 50
nmegawatts, even though the |ine could handle
140. WII that trigger M S?

Let nme be clear on what M. Gabl er
represented here. He says that the Coos
Loop wll have an avail abl e capacity of

bet ween 120 and 140, with m nor upgrades.

So, you know, there's -- I'mnot sure of the
cont ext because | haven't read the whol e
study. That could nean that that's 120 to
140 negawatts of additional capacity on top
of the current | oad or capacity on the I|ine.
| don't know. And so it's hard to know what
base we're starting from

Sir, | guess ny question then may be nore
sinpler than that, and it nmay just not
reflect reality because of the way
electricity works.

But let's say you had a line that you
coul d squeeze a lot of electricity through,
but |1SO predicts that you're not going to
need very nmuch the next day. So, even if
t he conbi ned generation is well within the

line's capability to handle it, but | SO
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doesn't want it, does that ever trigger an
M S situation?
| don't believe so.
Ckay. That's what | want to know. One
thing that you stated that I -- we didn't go
in detail, but I wanted it cleared up.

You tal ked about -- and maybe this was
Iin response to statenents nade at the
t echni cal session about the effect on Smth
Hydro or the other hydro facilities, that
addi ti onal generation could have a negative
i mpact on them And | think that Smth

Hydro was t he exanpl e because PSNH owns

Sm t h Hydro.
| heard what you said today. It was
sonewhat technical. Does that nean,

basically, that MS situations are not going
to inpact the hydro facilities because they
have sonme ki nd of preference?

They should not; and the reason bei ng, even
on a hydro project owned by a utility still
has a FERC | i cense -- the Federal Energy
Regul at ory Conm ssion |icense -- and under

the 1SOrules, | don't believe there's a
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di stinction made on whether it's
utility-owned or privately owed. It's
still given the right to bid into the
day- ahead narkets under what's call ed
sel f-schedul i ng, which is bidding zero,
essentially.

The reason for that is to recognize
that this is a renewabl e energy project, and
they don't want to just, you know, bring the
out put down and just waste the water over
t he dans.

So econom ¢ dispatch is always done on
a bid stack. Assunmng that all the hydros
that are run-of-river are at zero, it's
extrenely unlikely, if there's other
generation which is not self-schedul ed on
that line, whether it's the Coos Loop or a
different line, those will be dispatched off
first. Anybody who bids above zero is going
to be dispatched down or off first before
they get to a hydro project.

So ny answer to that would be, | would
think it would be very unlikely that any of

the existing hydro projects on the
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Androscoggin River on this |loop Iine would
ever be di spatched down under econonic
di spatch, M S.

Q And that's because they are required to be
run-of-river facilities, so they don't --
for environnental reasons, sonetines,
they're made to |l et the water go over the

dam no nmatter what.

A They're not made to be run-of-river -- well,
they are through licensing. |It's very rare
for any -- sone of these projects are

all owed a certain anount of pond storage,

but very limted, generally. And because of

that factor, they are allowed to

self-schedule. And that is a benefit to

t hese hydro projects, that they're not

subj ect to econom c di spatch normally.

Under M S condition, they are, except their

bid of zero is going to prevent them

probably from bei ng di spatched off.

MR, ROTH: M. Chairnan,

notice it's just about 1:00. Do you want ne to
proceed with a few questions, or shall we break

for |lunch?
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CHAl RMAN BURACK: Wy don't

you go ahead and let's see if we can get this

pi ece done, please. Let's hurry.

MR, ROTH. Ckay.
CROSS- EXAM NATI ON

BY MR ROTH:

Q

| first wanted to follow up on sonet hing you
said in response to one of Attorney Brooks'
questi ons.

You said that it's rare, if ever, that
Granite Reliable would run at its nanepl ate
capacity. And | understand you're not an
expert on wind power. But would you --
given that capacity factor is sort of, as we
heard here, related to sort of tine and
conditions, isn't it possible that, in order
to get to a 35-percent capacity factor, in
fact, the wwnd farmis in fact running at
its -- at or near its nanepl ate capacity?
I*"msorry. Can you rephrase the question or
just repeat the question? | think | had a
little --

Granite Reliable has, according to this

Commttee's order of |ast summer, has a
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35-percent capacity factor?

Ckay.

And it seens to nme that there are days when
the wind doesn't blow at all, so it's
produci ng zero, and that there are other
days when the wnd is whipping along and t he
turbines are operating at full capacity. Do
you agree with that hypot hesis?

Yes.

So that, in fact, there are days when
Granite Reliable, or other wind projects --
because |'"'m sure there are others in the
queue -- Wil run at or near their nanepl ate
capacity.

That's correct.

And |'"'msure you're famliar that, with w nd
projects, that the wind tends to bl ow at
night. Do you agree with that?

Ceneral ly, yes.

And in the wntertine.

Yes.

And that those projects are likely to be
produci ng their nost electricity or, in

fact, operating near nanepl ate capacity
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during nighttine in the winter. So it's not
really true to say that it's rare, if ever

that they woul d operate at namepl ate

capacity.
Ckay. | guess | would rephrase it to say
that w nd projects have -- they develop a

curve, which is, you know, tine and out put.
And the percentage of the tine that they're
at, let's say the top 10 percent of their
output, is quite snmall.

So, yeah, that's -- | probably
shoul dn't have used the word "rare."
Ckay. You said "rare, if ever.™
Wll, and | say "if ever" because, you know,
as with many projects, naneplate capacity
and maxi mum out put capacity can be two very
different things. You can install 99
nmegawatts, but the nost you'll ever get, if
everything's operating optimally, m ght be
sonething |l ess than that.

And generally, with the amunt of
turbines that they're going to have there,
there likely will be several out of service

at tines. So that's the only qualification
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| would put on that.
Ckay. | think they would probably find that
per haps a debat abl e subject. But that's
another -- we won't go there.

Now switching gears a little bit here.
In your initial testinony at Exhibit 54, you
I ndi cated that your responsibilities for the
proj ect included budgeting and pro forna
devel opnent .
Yes, that's correct.
And as |'msure you're aware, there was a
confidential pro forma that was provided to
the parties and submtted as an exhibit.
Yes.
Did you devel op that?
| hel ped to devel op that.
Ckay. Now, | also note that in response to
our -- one of our data requests, we asked --
we asked in one of our data requests if
sensitivity anal yses had been done to
det erm ne whether the project would be
f easi bl e under vari ous operating scenari os.
And the response was sonething like, we're

not going to do that because it's too
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specul ative. Do you recall that? D d you
partici pate in making that answer?
A | don't recall that, but I'Il -- 1 can
respond to it.
CHAI RVAN BURACK: 1'mgoing to

ask you just to hold off here. | just had a
menber of our Subconmm ttee di sappear on ne here,
and | didn't realize he was stepping out of the
room
We're going to take -- and |

apol ogi ze to do this to you here. But let's take
a break now until 2:00, okay. Thank you.

(Wher eupon the lunch break was taken at

1: 05 p.m)
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CERTI FI CATE

I, Susan J. Robidas, a Licensed
Short hand Court Reporter and Notary Public
of the State of New Hanpshire, do hereby
certify that the foregoing is a true and
accurate transcript of ny stenographic
notes of these proceedi ngs taken at the
pl ace and on the date herei nbefore set
forth, to the best of ny skill and ability
under the conditions present at the tine.

| further certify that | am neither
attorney or counsel for, nor related to or
enpl oyed by any of the parties to the
action; and further, that I amnot a
relati ve or enployee of any attorney or
counsel enployed in this case, nor am|

financially interested in this action.

Susan J. Robidas, LCR/ RPR
Li censed Shorthand Court Reporter
Regi st ered Prof essional Reporter
N.H LCR No. 44 (RSA 310-A:173)
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