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PROCEEDI NGS
(Resuned at 2:04 p.m)
CHAl RVAN HONI GBERG Al l right.
M. Dexter, did we get the nunbering sorted out
on the docunment that we've been calling "PB-12"?
MR DEXTER Yes, we did. M
understanding is it's been marked for
identification as Exhibit 30. And the
exhi bit --
CHAI RVAN HONI GBERG. Want to try
407
MR DEXTER: No. The exhibit
i st that was handed out, 1 through 29 have

al ready been submtted, and everything under the

area of "to be distributed at hearing," we're
going to do -- we're going to mark as we go. So
nost of what's listed there will |ikely be

mar ked - -

CHAI RMVAN HONI GBERG But it just
won't have the nunbers that are assigned to it
ri ght now.

MR. DEXTER: Correct. And there
m ght be some additional ones as well.

CHAl RVAN HONI GBERG:  Ckay. So
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[WITNESS PANEL: Mullen|Brennan]

the list that is on the third page of what was
put up here this norning is informational but
not correct. So 30 is the docunent, the

one- page docunent that we've been calling
"PB-12."

MR. DEXTER: That's right.

CHAl RVAN HONI GBERG Al l right.
Are you ready to conti nue otherw se?

MR, DEXTER  Yes.

CHAI RVAN HONI GBERG.  You may
pr oceed.

MR. DEXTER. Thank you. And I
want to begin by handi ng out a docunent narked
as PB-2. And we'll use this for questi oning.

CHAI RVAN HONI GBERG O f the
record.

(Di scussion off the record)
CHAI RVAN HONI GBERG.  Whenever
you' re ready.
CROSS- EXAM NATI ON ( Resuned)
BY MR DEXTER
Q So, M. Mullen, |'ve distributed a docunent
that's | abeled "PB-2." And again, is it your

under standing that this was information
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[WITNESS PANEL: Mullen|Brennan]

provided by Liberty Uilities to Liberty
Consul ting through our infornmal discovery
process?

(Mullen) Yes, it is.

And 1'd like to direct your attention to the
second page in this docunent. 1It's a |long
chart with sone nunbers and sone dates. And
ny understanding is that that was subnmtted
as Attachnent PB-2.3 Supplenental. Are you
famliar with this docunent?

(Mullen) Yes, | am

Was t his docunent prepared by Liberty
Utilities or Liberty Consulting, or soneone
el se?

(Mul I en) This docunent was prepared by

Li berty UWilities. The genesis of this
docunent was a Project Cost History docunent
that was included in the project file that
ended, if you turn to the second page of it,
with the Iine that says "Novenber 14." It
ended at a nunber of $3,285,721.25. That

nunber was -- that schedul e was revi ewed by
the PUC Audit Staff. It was also initially
provided to Liberty Consulting. |In addition
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[WITNESS PANEL: Mullen|Brennan]

A

to that, in order to get to the $3.8 mllion
total capital costs, there was anal ysis that
was done of all the project costs to go from
the 3.3 mllion cost to the 3.8 and account
for every penny.

Ckay. And back on the front page of that

| ong chart called "Project Cost Hi story," on
the first four or five lines there are sone
dates in the left-hand columm that indicate
when t hese expenditures were -- when these
itens were -- well, what do those dates
represent?

(Mullen) | didn't prepare that part of the
docunent, so | couldn't tell you. The
docunent already existed. Wlat | did do is
the information that's at the bottom of the
second page.

Ckay. Do you know what the CP1, 2, 3, 4, 5
and so on in the | eft-hand colum represent?
(Mul I en) Change proposals.

Ckay. And | do see that as a footnote on the
back side of this. Can you describe what a
change proposal is?

(Mul'l en) Just |ike a change order.

{DG 17-048}[Day 1 - Afternoon Session ONLY]{03-06-18}




© 00 ~N oo o b~ w N P

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

[WITNESS PANEL: Mullen|Brennan]

Q Wll, what is that?

A (Mul I en) That means when conditi ons change or
sone ot her project cost has to change for
what ever issue came up, that's where they
i ssue a change proposal to say here's what
it's going to cost, and then it has to get
revi ewed and signed off on.

Q Ckay. And then -- | didn't nean to cut you
off. Were you going to say nore?

A (Mullen) Well, | was going to say that those
were all provided to and reviewed by the PUC
Audit Staff, and the information was al so
provided to Liberty Consulting.

Q Ckay. So | guess that's ny question then.

If I look at the next page of this docunent,
it's called "Over-expendi ture Spendi ng

Request Form " Can you explain what that is
and how that differs froma change proposal ?

A A change proposal involves the contractor.
Thi s Over-expendi ture Spendi ng Request Form
is filled out typically by the project
manager to say, hey, the costs of this
proj ect are going up and here's the reasons

why. And that's what the over-expenditure
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[WITNESS PANEL: Mullen|Brennan]

f orm does.
Ckay. So if | look at the third or fourth
line in this docunent, it says the original
budget was for 1,028,000. That's a figure we
were tal king about this nmorning. And it's
now 2.347 mllion. Do you see that?
(Mullen) | do.
And do you know what date this
over - expenditure formwas prepared?
(Mullen) I went back and forth on this with
Li berty Consulting. It does not have a date
on it. But | do have the date that the
docunent was created and the electronic file,
and it's August of 2014, if ny nmenory serves
me wel | .
I have a data request that |I'mgoing to nark
as an exhibit that confirns that as well.
And maybe | should do that as well. And I
w ||l ask for sonme assistance in this.
CHAI RVAN HONI GBBERG.  Are you
going to nark what we've been calling PB-2?
MR DEXTER Yes. [|'msorry. I
t hought | al ready did.
CHAl RVAN HONI GBERG  That w || be
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1 31. So the next one is going to be 327

2 MR, DEXTER  Yes.

3 (The documents, as described, were
4 herewith marked as Exhi bits 31 and

5 32 for identification.)

6 BY MR DEXTER

7 Q And M. Millen, the docunment you've just been
8 handed that |I'm going to ask be nmarked as

9 Exhibit 32 is entitled "PB-11"; is that

10 ri ght?

11| A (Mullen) It is.

12| Q Does this answer that was provided indicate
13 that the Over-expenditure Request Form was

14 prepared i n August of 20147

15| A (Mul I en) Yes. This response includes a

16 screen shot of the electronic information

17 regarding the | ast date on the docunent.

18| Q Right. And there was sonme question by

19 Li berty -- I"msorry -- Liberty Consulting as
20 to whether or not this particul ar request

21 form was ever approved by upper managenent at
22 Liberty UWilities. |Is that fair to say?

23| A (Mul I en) Yes.

24| Q. And this answer -- well, what does this PB-11
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[WITNESS PANEL: Mullen|Brennan]

Q

11

say in response to that question as to
whet her or not the over-expenditure form was
approved by seni or nanagenent ?

(Wtness revi ews docunent.)
(Mullen) It says that we were unable to
| ocate a particul ar docunent, including
signatures of senior nanagenent. But the
under |l ying costs were approved through the
contract docunents and ot her project
docunentati on. The contract documents,
agai n, you know, those were signed by the CEO
of the Conpany. So, you know, all we could
provi de was what we had here. The project
manager is no longer with the Conpany, so
couldn't track that down any further.
I's the essence of this answer that senior
managenment did sign off on this
over - expendi ture, but you just couldn't find
t he paperwork? Is it your understandi ng that
seni or nanagenent was aware of these over --
(Mul I en) Yes, because ot herw se the contract
with North Branch never woul d have been
signed for $2 mllion.

Ckay. Al right. So | just have a couple
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[WITNESS PANEL: Mullen|Brennan]

12

nore questions on this docunent. | guess |
shoul d have Bates stanped this. But 1'd |ike
to go to the page that's marked on the bottom
"2 of 4," and it's in the Over-expenditure
Request Form

CHAI RMAN HONI GBERG  Are you back
in Exhibit 317

MR. DEXTER: |' m back on Exhi bit
31.
(Mull'en) This has the handwitten "5" on the
bottom ri ght-hand corner?
Oh, maybe | did Bates stanp it and j ust
didn't do it on mne. Ckay. Thank you.

The box in the mddle of that page,
nunbered 4, asks, "What alternatives were
consi dered and rejected, and why?" And the
second sentence says, "W could al so send our
enpl oyees to an outside trainer, but this
w Il be both expensive and woul d not be
feasible to the nature of our business.”

My question is: Do you have any
anal ysi s or additional support that would
shed nore light on this assertion that it

woul d be expensive?

{DG 17-048}[Day 1 - Afternoon Session ONLY]{03-06-18}




© 00 ~N oo o b~ w N P

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

[WITNESS PANEL: Mullen|Brennan]

(Mullen) Well, you know, | don't know how
much | can recap the various pieces of
testinony |'ve filed over the | ast coupl e of
years. You know, as our conpany grows and we
have nore enpl oyees, and training
requi renents change. And we are al so
traini ng custoner service representatives.
And we're doing a lot nore training than was
done before, so trying to find a | ocation
t hat was avail abl e that we coul d send peopl e
toreadily instead of trying to fit it in
when that facility schedule all owed for,
there's a whole host of factors that, you
know, we've tal ked about at nauseamthat go
to why it would be expensive and woul d not be
feasi ble due to the nature of our business.
Part of the nature of our business is,
by having a training center, say you've got
an i nclenent weat her day, you can have people
that -- you can go up to the training center
and do sone trai ning on sone equi pnent rather
than trying to schedul e that at anot her
facility. | nmean, there's just, you know, a

| ot of efficiencies involved with doing

13
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[WITNESS PANEL: Mullen|Brennan]

sonething like that. And just trying to
think that -- you have to understand that
training in 2013 and training that we're
doing now, there's a lot nore that we do.
And if you want to just keep us to only the
training that was happening in 2013, that's a
whol e di fferent anal ysis.
I may have not phrased the question very
well. What | was asking for is do you know
if there was a docunent or an analysis or a
cost/ benefit analysis that was done back in
August 2014, that if whoever read this
docunent saw t hose words "woul d be expensive”
and wanted nore informati on, there was sone
docunent that backed up that statement at the
time?
(Mullen) If there is, | haven't seen it. And
if I had seen it, | would have provided it
with all the nultitude of questions that have
been asked on this.
Wll, that's what | figured. | just wanted
to verify that.

And simlarly, the next clause says

"woul d not be feasible due to the nature of

14
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[WITNESS PANEL: Mullen|Brennan]

o > O >

our business.” Was there any further
docunentati on or analysis that was done at
the time in August of 2014 --

(Mul I en) Sarme.

-- that would support that statenent?
(Mul Il en) Sane as ny prior answer.

So, sonewhere in the various testinonies that
you filed, and | think in your rebuttal, you
had nentioned that there was a requirenent

pl aced on Liberty Uilities by the Cty of
Concord that both a road and a water |ine be
extended to the training facility. Do you
agree with that assessnent?

(Mul Il en) There were additional requirenents
pl aced on the project by the Gty of Concord,
yes.

Can you gi ve the Conmm ssion any details as to
how t hose arose, whether they cane through
regul ati on or whether they -- any details you
have on the nature of how the City inposed

t hose requirenents for a water line and a
road extensi on?

(Mullen) Well, | believe those cane through

nmeetings with city officials. It would have

15
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[WITNESS PANEL: Mullen|Brennan]

been t hrough the planni ng board and ot her
requirenents |ike that.

Ckay. Do you know anyt hi ng about the tim ng
of when that cane up?

(Mullen) I can't tell you the exact tim ng.
It was, you know, at sonme point either, you
know, right around the tine the contract was
being signed or it was afterwards. | can't
tell you of fhand.

Ckay. And | don't want this to sound |like a
trap, 'cause | do have two docunents | want
to submt. | made counsel aware of them
earlier. 1'd like to submt two docunents
fromthe city planning board. And |I can
establish the dates that are on them and
establish it that way. One is -- and | don't
have any questions on these. One is a

proj ect sunmary sheet which is dated

July 10th, 2014 --

CHAI RVAN HONI GBERG Wiy don't
you get the docunents handed out and then you
and M. Muillen can agree that those docunents
are what you say they are.

(The docunent, as described, was

16
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[WITNESS PANEL: Mullen|Brennan]

17
herew th marked as Exhi bit 33 for
identification.)

MR. DEXTER: So | would ask this
be marked as Exhibit 33.
CHAI RVAN HONI GBERG | think that

was done.

MR DEXTER It's a nulti-page
docunent entitled, "Project Sheet Sunmmary, WMaj or
Site Plan and Conditional Use Permt," and the
project nane is "Liberty Utilities Training

Facility."

BY MR DEXTER

Q

M. Millen, were you involved in the process
with the Gty for approvals of the training
center?

(Mullen) I was not. This is in July of 2014.
| started with the Conpany in May of 2014,

but I was not involved with this process.
Well, 1'd just like to draw your attention to
Page 5 of this docunent, which is under --

t he headi ng appears on Page 4 and says
"Recommendation.” And there are a series of
recommendati ons. And on Page 5 there are two

reconmendati ons. One i s nunbered 8 and one
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[WITNESS PANEL: Mullen|Brennan]

Is nunbered 9. And | would just |like you to
read those and ask if you would agree that
t hose woul d i ndicate that those
recommendati ons were for extension of the
water systemto the training center and
extensi on of the Broken Bridge Road to the
training center.
(Wtness revi ews docunent.)

(Mullen) No. 8 says, "Prior to the issuance
of a Certificate of Cccupancy for the
proposed training facility at 10 Broken
Bri dge Road, the Applicant shall extend the
muni ci pal water systemto the northeasterly
boundary of Parcel 109-1-4 at 20 Broken
Bri dge Road."

Just so peopl e are grounded here,
10 Broken Bridge Road is the address for the
training center. 20 Broken Bridge Road is
the address for i NATGAS facility.
Thanks. That's hel pful clarification.
(Mul I en) Number 9 reads, "Prior to the
I ssuance of a Certificate of Cccupancy, the
Applicant shall inprove Broken Bridge Road

southerly fromthe limts of city

18
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[WITNESS PANEL: Mullen|Brennan]

19

construction in 2013. Broken Bridge Road
shall be reconstructed to the satisfaction of
the city engineer using a conbination of
recl amati on and box w dening. A typical
section shall be constructed with two
11-f oot -w de paved travel | anes, 2-foot
gravel shoul ders and swal es.”
Q Thank you. And | have a simlar docunment |'d
like to distribute. And this is m nutes of
t he Concord City Pl anning Board, dated
July 16th, 2014.
CHAl RVAN HONI GBERG  So this w | |
be 34.
(The docunent, as described, was
herewi th marked as Exhi bit for
identification.)
MR. DEXTER:  Thank you.
BY MR DEXTER
Q And if you would turn to Page 15, you woul d
see under the Site Plan Review, this is where
t hese mnutes start to pertain to the
EnergyNorth/Liberty Uilities Training Center
on Page 15. And if you go to Page 17, there

are two conditions that were placed on the
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[WITNESS PANEL: Mullen|Brennan]

project, nunbers 8 and 9. Wuld you agree

t hat these conditions are the sane as what
you just read fromthe Recomrendati on
docunent which was dated a week earlier,
roughly a week earlier?

(Mul I en) They are.

So we can conclude fromthat, can we not,
that the Gty of Concord placed these
restrictions on the Conpany in July of 20147
(Mullen) Yes. And if | could bring you back
to the over-expenditure report that we were
di scussing, that had a doll ar anmount of

$2, 347,000, which was in excess of the
contract cost, which was a little over $2
mllion. So, to the extent that these

condi tions were inposing additional costs, it
appears that that would nake up at | east part
of the difference between the anmount in the
over-expenditure formand the anmount in the
si gned contract.

Whi ch cane first, the signed contract or the
City of Concord' s decision?

(Mullen) 1'"d have to review the contract. |

don't renenber the exact date that it was

20

{DG 17-048}[Day 1 -

Af t er noon Session ONLY]{03-06-18}




© 00 ~N oo o b~ w N P

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

[WITNESS PANEL: Mullen|Brennan]

21

si gned.

Q And this is the contract with North Bridge?

>

Nort h Branch.

Q North Branch. |I'msorry. North Branch
you' re tal ki ng about.

A (Mull en) That's correct.

Q Ckay. Now, in this case, through the course
of discovery in this case, you and Liberty
Uilities indicated that you were aware of
how ot her New Engl and utilities handled their
training. Wuld you agree with that?

A (Mullen) Cenerally aware, | think. | believe
there was al so a response that said we don't
noni tor their training.

Q Right. And I'd like to go back now, I'm

going to junp back to M. Igbal's testinony.

And I'd like to go to Bates 59 in that

docunent. Do you have that in front of you?

(Mullen) 1 do.

And this is one you did prepare.

(Mullen) | did.

o >» O >

So in the big paragraph in the mddle there,
woul d you agree that it indicates that you

were told by other conpany personnel that
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[WITNESS PANEL: Mullen|Brennan]

o > O >

>

>

they contacted Unitil Energy Systens and New
Hanmpshire Electric Co-op and G een Muntain
Power to tal k about how they handl ed their
trai ning requirenents?

(Mullen) I agree that's what it says, yes.
And did that happen?

(Mul'l en) Did what happen?

What it says happened, that the Conpany
contacted --

(Mullen) O course it did.

Ckay. So do you know when that happened?
(Mullen) I don't. This was through

di scussions | had with training personnel.
And when did you have those discussions?
(Mul I en) When | was responding to this
questi on.

So, summer of 20177

(Mull en) Yes.

And do you know i f those discussions -- |

know you just said you don't know when they

happened. So | guess we'll leave it at that.

Did the discussions in any way alter or
affect Liberty's plans to go ahead with the

training facility?

22
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[WITNESS PANEL: Mullen|Brennan]

23

A (Mullen) Well, we went forward with the
training facility. So |I guess the answer to
that is no.

Q Ckay. In M. Igbal's testinony at Page 21
and 22, he indicates that Liberty did not
I ssue an RFP to secure training services. Do
you agree? |Is that true that Liberty did not
i ssue an RFP for training services?

A. (Mul 1l en) That's correct.

Q Can you explain why or why not?

A. (Mullen) Again, this is stuff that |'ve
covered in testinony back and forth. And a
lot of it has to do with the conti nui ng
growth and what it is that we woul d be
trai ni ng, how many people we'd be training,
and having a facility around to be able to
provide that information. | wasn't involved
I n that discussion about whether or not to
I ssue an RFP. But 1've covered this in
multiple sets of testinony, either testinony
filed by ne or jointly with M. Smth.

Q So do you know if there was a discussion
whet her to i ssue an RFP, and the answer was

"let's not do it,"” or was it just sonething

{DG 17-048}[Day 1 - Afternoon Session ONLY]{03-06-18}




© 00 ~N oo o b~ w N P

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

[WITNESS PANEL: Mullen|Brennan]

24

t hat wasn't discussed?
(Mullen) I have no know edge of any
di scussi on.
Ckay. So l'd like to pass out two nore
docunents. W were asked, actually, by
Li berty Uilities what Staff knew about how
ot her conpanies trained. And M. |qgbal
provided a response. It's LU 1-18. So we're
going to hand that out at this point.
CHAI RVAN HONI GBERG  And this
will be 35.
(The docunent, as descri bed, was
herew th marked as Exhi bit 35 for
identification.)
Now, this question was asked by you, Liberty
Uilities, in an electric rate case | ast year
of Staff, asking if Staff knew of any -- had
any docunents to support an assertion
M. | gbal made about ot her conpani es'
training. And his answer at that tinme was
t hat he didn't have any docunents. And in
this case, the question was asked again. And
in this case we provided the docunents that

were attached.
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Did you review these docunents at all?
These cone froma Northern Uilities rate
case which is currently ongoing. D d you
revi ew t hose docunents at all?

(Mullen) | read them although I haven't had
a chance -- there was no opportunity to
provi de, to conduct any di scovery on them or
ask any followups. So they say what they
say.
Sure. They say what they say. And they
i ndicate that Northern Uilities does not
have a stand-alone training center. Wuld
you agree with that?
(Mullen) | don't believe they have a
stand-al one training center, but |I do believe
t hat they have space at one of their
facilities where they do conduct training.
Right, right. 1 think | would agree wth
t hat .

MR. DEXTER: Unfortunately, as
t hi ngs happen, in the course of preparing for
today's hearing, M. Igbal inforned ne that
t here was one other Northern Uilities data

request that should have been attached to this
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data request, and I"'mgoing to file it fornally
in the docket as an update to LU 1-18 when | get
the chance. But I'd like to mark that in this
case. It will be Exhibit 36.
So this is getting a little

bit confusing. But Exhibit 35 has six data
requests, and there should have been seven.
This is the seventh. And our apologies to
the parties for overlooking this one when the
response was submtted back in October -- or
back in Decenber. And | don't have any
questions on Exhibit 36. | just wanted to
submt it for the sake of conpl et eness.

(The docunent, as described, was

herewith marked as Exhi bit 36 for

identification.)

A. (Mullen) Can | offer a coment on what |I'm
readi ng here?

Q Sur e.

A (Mullen) I do note that in the first sentence
of the response it says, "Wen the Conpany
acqui red Northern Uilities, the Portsnouth
facility underwent extensive buil ding

renovations to accommodate Unitil's operating
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requirenents. Included in these renovations
was space to accommbdat e cl assroomtrai ni ng
needs. "

I have no idea when that occurred or how
much those costs were or if Staff | ooked into
those costs. But, you know, it does appear
that they did incur costs, and sone of those
capital costs were for having a facility that
woul d al l ow for training.

Q And M. Igbal will be testifying later in the
case, so you can ask himfurther questions if
you need to.

So | have two nore areas I'd like to
cover on the training center. One of them
has to do with a chart that M. Iqgbal put in
his testinony. |t appears at Bates 25. And
he will be testifying about this further,
| ater on in the case. But this was
essentially an attenpt to take the
information that Liberty Uilities had
provided in ternms of actual costs to train
and to break it down by year, on an hourly
basis, and to break it down with training

center costs and without training center
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costs.

Have you had a chance to |look at this
chart at all, M. Millen?
(Mul I en) 1 have.
Do you have any reason to doubt its accuracy?
(Mullen) 1 do.
You do?
(Mull en) Yes.
All right. Wll, maybe we should get into
that, then, before we draw any concl usi ons
fromit.

What is it about the chart that you find
that's not accurate?
(Mullen) Well, if you review the testinony I
filed in June of 2017 in this proceedi ng,
part of that testinony discussed the nunber
of hours for training custoner service
representatives. The nunber of hours for
customer service representatives in 2016 was
4,095. This chart appears to only | ook at
trai ni ng uni on enpl oyees, field-wrk type of
enpl oyees. As |'ve discussed in testinony,
one of the benefits of having a training

center is that custoner service
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representatives can actually get sone
hands-on and | ook at sone information, | ook
at equipnent. It helps themto be better

i nformed when they're talking to custoners on
t he phone, whether it's on the gas side or
whether it's on the electric side. They can
actually visualize some of this equi pnent.

So those -- and so if you added 4, 095 hours
to 2016, the training costs per hour would be
about $90. So I think it's inportant to do
this type of analysis. And, you know, I
found it interesting, too, that there was a

| ot of questions about a cost/benefit
analysis. This is only the cost side.

M. lgbal's testinony nentioned the benefits,
but he discounted them So | think that, you
know, | do have reason to doubt the accuracy
of this analysis.

Sure. Do you have a simlar issue with the
2015 nunber?

(Mullen) I don't, offhand, have the nunmber of
hours for CSRs, custoner service
representatives for 2015.

So I'"msorry. WAs your answer that you don't

29
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know or that you don't doubt the accuracy of
t he 2015 nunber ?

(Mullen) I don't know what training of
custoner service representatives may have

t aken place in 2015, so | can't have a
conpar ati ve nunber.

Ckay. Was the custonmer service number you
menti oned, the 4,095 hours, was that provided
to Staff in response to a data request?
(Mul l en) That was provided in ny testinony.
In your testinony. GCkay. Well, we'll take
this up further when M. Iqgbal testifies.

And |l astly, you indicated in your
rebuttal testinony that you were uncl ear as
to what Staff's recommendation was in this
case concerning the training center. Can you
review again what's unclear about it? Wat
do you find uncl ear about their
recommendat i on?

This is at your rebuttal testinony at
Bat es 139.

(Mullen) I"'mfamliar with that. |If you turn
to Bates 27 in M. Iqgbal's testinony, it

starts on Line 15. And t he sent ence reads,
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"Staff recommends that the Conm ssion deny
recovery of training center costs, but allow
recovery of training costs unrelated to the
training center."

As | said in ny rebuttal testinony, it's
uncl ear whether that neans capital costs,
whet her that neans operating costs, and what
it -- when he says "but all ow recovery of
training costs unrelated to the training

center,"” |I'mnot sure what that neans. He
did not identify any particular costs. | can
al so take that to nean, if we did not have
the training center, then there would be a
repl acenent cost substituted in the anal ysis
to say, if you didn't have the training
center, the cost would have been X. That was
not provided either. So that's why | was
conf used.

All right. Are you famliar wth the
testinony that M. LaFlame and Ms. Ml | i nax
provided in this case that calculated Staff's
reconmended revenue requirenents?

(Mullen) I am

Do you have that in front of you?
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A (Mullen) Not in front of me, but I wll get
there. Any page in particular?

Q Bates 7.

>

(Mullen) I'"mthere.

Q Now, there's an Adjustnent No. 4 that's
entitled "Renove Concord Training Center."”
Do you see that?

A (Mullen) 1 do.

Q That's a rate base adjustnent; is it not?

A. (Mul 1l en) There's a couple of things there.
There's a rate base adjustment and there's
operating incone adjustnent.

Q And do you know what those are for?

A (Mul I en) The operating i ncone adjustnment has
to do with the cost of owning and operating
t he buil ding, including property taxes. And
it also takes out the revenue from Granite
State Electric that was part -- that is part
of the | ease agreenent.

Q And there's a rate base adjustnment as wel |
you sai d?

A (Mul I en) Yeah, and that's for capital cost.

That is for the net book val ue.

Q And what's the anmount of the rate base

32
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adj ust ment ?

(Ml I en) $3, 455, 670.

So that's essentially a full rate base
excl usion. Wuld you agree?

(Mullen) That is what Staff said in

t esti nony, yes.

Ckay. Now, also on that page there's a
payroll adjustnment. Do you see that?

(Mul ' en) Could you identify the adjustnent

nunber ?
| don't have it. It's entitled, "Payroll
Adj ustnent for Vacancies." | don't have the
nunber .

MR. SHEEHAN: It's No. 7.
(Mullen) Well, 1'Il let you point ne to it.

' mgoing to have to go off the record for a
nonent, pl ease.

CHAI RMVAN HONI GBERG s it
Adj ust nent 77
(Mullen) | hesitated because that adj ustnent
i ncorporates a few other things other than
vacanci es.
What | was | ooking for was the payrol

adjustnment that Staff put in this case. M
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question was going to be, does that
adjustnment relate at all to elimnation of
any training costs?

(Mullen) I don't believe so.

Ckay. So I'll leave it at that.

MR. DEXTER: So that's all | have
for M. Miullen on the training center. |
i magi ne we'll have questions for M. Millen in
ot her areas as the subsequent days go by, but
t hose are the questions we have on the
settl enent and on the training center.

CHAl RVAN HONI GBERG  Okay. ' m
confused. Tell nme what you expect to happen
next then.

MR. DEXTER: Next today or next
wth M. Millen?

CHAI RVAN HONI GBERG Li ke in the
next -- are you going to ask hi mquesti ons about
sonet hi ng el se?

MR. DEXTER: No, not today. But
| believe M. Mullen wll be the witness on the
conmput ati on of the inpact of the Tax Act, and we
were going to deal with that another day.

CHAI RVAN HONI GBERG M . Sheehan,
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you want to say sonethi ng?

MR. SHEEHAN. My expectati on,
fromLiberty's point of view, is to put this
panel on, offer the settlenent agreenent, then
finish the settl enent agreenent through the
decoupling wtnesses, and then we woul d be done.
Staff asked that we nake certain w tnesses
avai |l able for themto ask questions of. O
course we said yes, who do you want, when do you
want them [|'mnot sure what their goal is with
t hese witnesses, whether it's to attack the
settlenent with other wtnesses -- for exanple,

t he Keene case or the i NATGAS stuff -- or as
part of building up whatever their case is. But
that's how the conversati on went between us.

CHAI RVAN HONI GBERG:  Yeah, the
second part of what you said I'mgoing to try to
ignore. But the first part -- so | guess
w t hout know ng anything -- and as is often the
case, everyone knows nore than we do -- w thout
knowi ng anything else, | thought you woul d
conti nue to question this panel on any other
topi cs you had questions for this panel on.

Now, if M. Millen is part of another panel, you
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m ght be aski ng hi m questi ons about the topics
of that panel the next time he's here. But |
woul d think that you would not be returning to
topi cs you' re asking hi mabout today. | would
expect M. Sheehan and M. Kreis to be diligent
i n maki ng sure that doesn't happen. Am|
m ssi ng sonet hi ng?

MR. DEXTER: No, that's exactly
what | was planning. At the outset we |isted
t he areas of the settlenment that we had
agreenent in, and then by default there were
five or six -- or | guess there's actually 11 or

12 areas in the Conpany's revenue deficiency

cal cul ation that we had questions on. The first
one that we went to today was the training
center.

CHAI RVAN HONI GBERG Ri ght, |1
understand that. But you said that M. Millen
Is also the wtness regardi ng taxes.

MR. DEXTER Well, | may be wong
on that. And | didn't get a chance to talk to
M . Sheehan about this ahead of tinme. But we
i ndi cated that the tax adjustnent we had sone

questions on. |'mnot sure who the wtness is.
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But in hearing the summary of the settlenent, I
t hought it mght be M. Miullen. So | didn't
want M. Miullen to be dism ssed and then us not
have the ability to rai se those questions on the
Tax Act.

CHAl RVAN HONI GBERG  Okay. \Wat
about i NATGAS? You haven't asked any questi ons
about 1 NATGAS.

MR. DEXTER: W have a | ot of
questi ons about i NATGAS, and we were going to
direct those to M. Hall and M. Cark. And we
are prepared to do that right now.

CHAI RMVAN HONI GBERG R ght now
they're not on the stand.

VMR. DEXTER: Well, next.

CHAI RVAN HONI GBERG  kay. But
we have -- is it your understanding that we are
going to ask this panel questions, M. Sheehan
and M. Kreis may have redirect after we're
done, and then this panel, constituted as it
currently is on those topics, are going to
return to their seats and sonebody el se i s going
to testify?

MR DEXTER  Yes.
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CHAl RVAN HONI GBERG And is it
your expectation that M. Millen and M. Brennan
are going to be back up on different topics?

M . Sheehan, what's happeni ng
here? M. Kreis? Sonebody?

MR. SHEEHAN: | think what you
articulated is what Staff articulated to us.

And again, it's not ny case. M case was this
panel and the decoupling panel. And again, it's
an awkward proceeding we're in, procedural
posture, given who settled and who has not. And
what you've described is exactly what Staff
descri bed to us.

CHAI RVAN HONI GBERG  Okay. So
that's okay with you. Al right.

VMR. SHEEHAN: Like | said, we'll
make what ever w tness avail abl e when he wants
t hem because that's --

CHAI RVAN HONI GBERG  You are
I ncredi bly cooperati ve.

So it is our turn to ask
questions of this panel, and | guess limted
to the topics that you' ve covered because

there's going to be -- although, if we want
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to ask questions about i NATGAS or wanted to
ask questi ons about Keene or other topics --

MR. DEXTER: Well, maybe we
shoul d run through the schedul e qui ckly on what
we prepared, what we planned for the next three
days. And |I'd be happy to do that.

So we started today with a
di scussi on of the settlenent, and we had the
panel. And then we wanted to nove into the
areas of contention that caused Staff not to
sign the settlenent, the first of which was
the training center. Another area, which is
a simlar line of questioning, has to do with
the I NATGAS facility, and the wi tnesses on
the i NATGAS facility were M. Hall and
M. Cdark. And we appreciate the Conpany's
w | lingness to make them avail abl e, given
t his unusual circunstance Staff finds itself
in. W had slated for Wednesday norning -- |
understand this has all changed because of
the weather. But we had sl ated Wdnesday
nmor ni ng for decoupling. And ny understandi ng
of the decoupling issue is that there wll be

two wtnesses on a panel, and they are M.
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Therrien on behalf of Liberty and M. Johnson
on behalf of the OCA. And we had intended to
question nostly M. Therrien. But we
i ntended to question the panel about the
decoupling provisions that were submtted in
the original case, as well as the decoupling
provision that's in the settl enent.

We had questions about the
Keene consolidation. And many of the Keene
questions we thought would have to do with
t he i ssue of growh and buil d-out and
conversion. And we believe the w tnesses
t hat woul d answer those questions were,
again, M. Hall and M. Cark. And that was
going to take pl ace either Wdnesday
af t ernoon or Thursday, depending on how | ong
t he decoupling discussion took. And then on
Friday -- Thursday, we had hoped to question
t he Conpany's general cost of service revenue
requi renents wtnesses, and that was M.
Simek and M. Dane as a panel. And we had
Si X or seven particular issues that we wanted
to raise with those that go to the

cal cul ation of the revenue requirenent -- not

40
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t he cal cul ati on, but elenents of the revenue
requirenment. Sone of themwere alluded to by
M. Millen today, sone were not. And those
wer e prepaynents and whet her or not
prepaynents -- the cal culation of the tax
Item

There's an adj ustnent Staff
made rel ated to payroll vacancies. There was
an adjustnent Staff nade related to severance
pay. There were others. | don't have them
all right in front of ne. But that's how
we -- and that woul d have conpl eted our
exam nation of the Conpany's W tnesses.

CHAI RVAN HONI GBERG  What about
t he Keene production and emergency response
costs?

MR. DEXTER: That woul d have al
been directed towards Messrs. Hall and d ark.

CHAl RVAN HONI GBERG  So, sane as
t he Keene consolidation question --

MR DEXTER  Sorry.

CHAI RVAN HONI GBERG. - - because
it's listed as a separate item| think in the

settlenment. And so |'ve been tracking those
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topics as you' ve been -- as you were exani ni ng
and as you' ve been talking. So it sounds |ike
what everyone's expectation is, is that we wll
ask questions of this panel on the topics,

M. Dexter, that you just covered with them

MR. DEXTER: | certainly have no
objection to that.

CHAl RVAN HONl GBBERG. It's not an
obj ection question. It's what do we do next
ki nd of thing.

M . Sheehan.

MR. SHEEHAN. And again, ny
expectation was that you would treat this stage
of it just like any settlenment hearing. And M.
Mul l en and M. Brennan went through all the
settlenent. Now, M. Dexter may, through this
awkward way of cross-exam ning the settl enment
t hrough di fferent w tnesses, reopen sonething.
But | don't want you to not -- ny feeling is |
don't want you not to ask these peopl e questions
because it may be covered | ater, because we
chose these witnesses to present the settl enment,
not the others. It's Staff that wants to put

t hese ot her w t nesses on.
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CHAl RMAN HONI GBERG W' re happy
to take as many bites at your wi tnesses as you'd
li ke to give us.

MR. SHEEHAN: And that woul d be
fine wwth us. W're confident in their
testi nony.

CHAI RMVAN HONI GBERG s it your
understanding that M. Millen is going to have
anot her appearance in the w tness box?

MR SHEEHAN: Yes.

CHAI RVAN HONI GBERG  What topics
w Il he be addressing then?

MR. SHEEHAN. He's actually not
definitely slated for another one. It would be
the tax thing, if we decided he's the nost
appropri ate person for that topic. M guess is
that he is. But |I'mnot sure we've nade that
final decision. Oherw se --

CHAI RMVAN HONI GBERG s M.
Mul I en going to be here for all these things, so
if there is a question, and the w tness you have
identified, if not M. Millen, needs to consult
W th soneone, it's probably going to be M.

Mullen? And if we have questions and we deci de
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we want to ask M. Millen, you're not going to
obj ect ?

MR. SHEEHAN: Correct. And I
think that's a fair characterization of what
Staff's doing. To the extent M. Millen
presented on a bunch of issues, he may not be
t he best one to answer all of them So | think
that's what Staff was thinking: W'd better
dive in on Keene with M. Hall. So | think that

was the thinking behind this awkward procedure.

W TNESS MJULLEN: May | offer a
conment ?

CHAl RVAN HONI GBERG  Onh, boy.
I'"mnore confortable with M. Kreis. But M.
Kreis, just a mnute. Let nme deal with M.
Mul l en first.

What | would prefer is that
you speak with M. Sheehan and then deci de
t he best nessenger for whatever it is,
what ever nmessage you'd like to deliver. Do
you want to do that right now, or do you want
to wait for M. Kreis to do what he wants to
do?

W TNESS MULLEN: | think right
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now woul d be good.

CHAl RVAN HONI GBERG  Okay.

(Di scussion off the record between M.
Sheehan and M. Ml l en)

CHAI RVAN HONI GBERG M . Sheehan.

MR. SHEEHAN: The comment was of
t he nature that on the tax issue, there is no
testinony in this record on the tax issue. The
only place it appears is in the settl enment
agreenent. M. Millen is the one who knows
what's in the settl enent agreenent, so nowis
probably the best tine to ask the about the tax
part of the settlenent agreenment. So | guess
what the message was is that there's really no
need to cone back to it later. This is the
person and it's in front of us.

CHAI RVAN HONI GBERG M. Dexter,
does Staff have a wtness who's going to provide
testi nony regarding the tax i ssue?

MR. DEXTER: Yes. Donna Millinax
w || address that.

CHAI RVAN HONI GBERG  kay. M.
Kreis, you wanted to say sonethi ng?

MR KREIS: | want to sort of |ay
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this out as diplomatically as | can. Al of the
parties to this proceedi ng have entered into a
settl enent agreenent. The Staff is treated as
if it's a party. They are in sone respects an
ext ensi on of you three Conm ssioners sitting up
on the bench. So from ny standpoint, what |
want to do is help you nanage this hearing so
t hat you get what you need -- neaning the three
comm ssioners -- so that you can bless the
settl enent agreenent that all of the actual
parties in the case have suggested to you is a
reasonabl e resolution of all the issues in the
rate case. In other words, we are not here to
litigate the rate case as it was originally
filed by the Conpany, or even as it was nodified
by the Conpany in their rebuttal testinony. And
I|'mready to do anything that hel ps you. But |
don't -- but | would suggest that we avoid
litigating the case as if it were not the
subj ect of a settlenment agreenent. | hope
that's sort of a hel pful way of fornulating
where we are.

CHAl RVAN HONI GBERG. |t may

becone one, although right now |I'mnot quite
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sure where you are. But | do appreciate the
senti nment.

M. Dexter, it seens |like this
is the time to ask the tax questi ons because
we have in the box the one w tness who M.
Sheehan has identified as being the tax
person. So it would seem appropriate for
Staff to be asking the tax questions that it
has. Am | m ssing sonething there?

MR. DEXTER: Well, no, | don't
think that you are. But | don't think we knew
that M. Millen was the witness until today, and
we were |lunping the tax question under the
general cost of service questions which we
t hought were going to be handl ed on Thursday.
However, having said that, there is sort of a
question that | would like to ask on the tax
I ssue. But we don't -- we haven't had a chance
to finish our review wth Donna Mullinax. So |
can ask a question or two on the tax question,
but as | said, we thought this was going to
happen on Thursday. |I'mnot trying to hold
things up. | don't think it's going to be an

area of extensive inquiry, but | just wanted to
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reserve that opportunity to ask M. Millen those
questi ons.

CHAI RVAN HONI GBERG. It sounds
| i ke everybody is on the cooperati on page for
maki ng this hearing go snoothly and get
i nformation on the record that would be hel pful.
"' mgetting where you were, M. Kreis, but | nay
not get there the exact sane way.

| think it's going to nmake
sense to ask M. Miullen to cone back anot her
time just because of the way this has been
queued up. There's been expectations that
may or may not have been correct, but
expectati ons nonetheless, that it probably
woul d be better and we'd get the information
in less tine wwth fewer mssteps if M.
Miullen is willing to cone up a second tine to
answer questions about the taxes.

MR. SHEEHAN: That's fine wth
t he Conpany.

CHAI RVAN HONI GBERG Al l right.
Thank you. | appreciate that.

MR KREIS: [If | mght just --

CHAI RVAN HONI GBBERG.  Yes, M.

{DG 17-048}[Day 1 - Afternoon Session ONLY]{03-06-18}




© 00 ~N oo o b~ w N P

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

[WITNESS PANEL: Mullen|Brennan]

49

Kreis.

MR, KREIS: Just so it's clear,
t he Conpany, because it has the burden of proof
ultimately in a case like this, they have their
whol e nenu of witnesses that are going to cone
and testify, as is your pleasure.

As far as | know, after you
ask your questions of M. Brennan, if you
have any, and after | ask any redirect
questions, he doesn't plan on com ng back to
the stand. So |I would suggest to you that
this is your opportunity to nmake sure that
you have asked what ever questions you have
for the OCA about the revenue requiremnment
part of the settlenent agreenent. W have
assumed and expect, based on our discussion
with Staff, that the revenue decoupling issue
Is one that you all really want to exam ne
really thoroughly. So we're really treating
that as a subject that wll receive detailed
di scussion fromour witnesses. So that's a
whol e question of rate design that's going to
be a very interesting and vi gorous heari ng.

But apart fromthat, this is your chance to
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ask M. Brennan, and | invite you to do so.

CHAI RMAN HONI GBERG | appreci ate
that. The good news is we know where M.
Brennan works, and if we need to, if we felt we
needed to get hi mback here for sone reason, |
think we m ght exercise that authority. But |
under stand what you're saying. | know that M.
Brennan was not asked questions by Staff on any
of those topics, and | do understand, | think
anyway, the issues on which he is prepared to
testify.

MR KREIS: And if you're
assunm ng we would not require you to i ssue a
subpoena should you want to hear nore from any
of our w tnesses, you' d be absolutely correct.

CHAI RVAN HONI GBERG O f the
record.

(Di scussion off the record)

CHAI RVAN HONI GBERG  Back on. So
| believe it is our turn to ask questions on the
limted topics that have been covered so far.
Conmmi ssi oner Bail ey.

QUESTI ONS BY COW SSI ONERS:
BY COWM SSI ONER BAI LEY:
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Good afternoon, M. Millen. | think it was
on direct when Attorney Sheehan asked you
some questions about taking prepaynents out
of rate base.

(Mul I en) Yes.

Can you explain that to ne? Because | m ssed
t hat whole point, and I don't understand what
you're trying to get across.

(Mull en) Ckay. Let nme first outline what
Staff's position is on that issue, and

then -- Staff's issue was, again, prepaynents
have typically been a rate base item because
that's noney that's been paid out by the
Conpany as to later be collected from

cust oners.

And before you go on, that is not accounted
for through the cash working capital in any
way ?

(Mullen) That's what the issue is.

Ckay.

(Mullen) So Staff's testinony said that
prepaynents should not be included in rate
base because the underlying costs are al so

used as part of a lead-lag calculation to
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figure the cash working capital.

So in the Conpany's view, we said, okay,
there's sone validity to that argunent, which
basically is saying you can't do both; you do
one or the other. |If you do one or the
other, you don't get the sane result. By
t aki ng prepaynents out of rate base, that was
roughly, | think, a $2.7 mllion reduction
fromrate base.

Q How nuch?
A (Mullen) I think it was 2.7, subject to
check.

If you then say, okay, if we |eave
prepaynents in, but we take the underlying
costs out of the |lead-lag analysis and the
cash wor ki ng capital cal cul ati on, what do we
conme up with for a result? WelIl, having done
that analysis, it's roughly half of the
anount that would come out of cash worKking
capital as conpared to the anount for
prepaynments. So, in our view, we |ooked at
it and said, hey, it's fine. You can't do
both. You do one or the other. But it's not

a dollar-for-dollar trade-off. So as part of
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the settl ement agreenent, we nade al |l owance
for Staff's position, as we say in the
settl enent agreenent, that there's sone
validity to the argunent. But it did not
seemto be a fair position to just say
prepaynents are out, because if you do one or
the other, you don't get the same anount.
Ckay. So in the settlenent, you take it out
of rate base but --

(Mullen) In the settlenent, as we've got a
| i qui dated revenue requirenent, we nade

all owance in terns of the revenue

requi renent, taking into account the
position. But we don't necessarily agree
that it just should be prepaynments -- or it
shoul d just be outl awed.

So what happens to the | ead-1ag study under
the terns of the settl enment?

(Mullen) The terns of the settlenent are
silent wiwth respect to the | ead-Iag study.
So it stays in the |ead-lag study, and you
made some acconmmodati on in your |iquidated
$10.3 mllion?

(Mul 1l en) We | ooked at the inpact of either
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adjusting the |lead-lag study and the cash
wor ki ng capital, or taking prepaynents out.
Each of those have a revenue requirenent
nunber associated with them Taking those

I mpacts into account, there was an all owance
made as part of the |iquidated revenue

requi rement.

Ckay. So when you said that half of -- you
said half of sonething when you take it out
of the lead-lag study. |Is that half of the
2.7 mllion? Is it roughly --

(Mullen) It's rough justice, yes, because you
take -- say you take property taxes out.

That changes both the nunmber of days in the

| ead-1ag anal ysis, as well as the expenses to
whi ch t he nunber of days are appli ed.

Ckay. So, rough justice then, sonewhere

bet ween -- you included sonewhere between
1.35 mllion and 2.7 mllion in your 10.3, or
it's just taken care of?

(Mullen) It's taken care of.

Ckay. You can't tell nme how nmuch that was

t aken care of.

(Mullen) I mght have one nunmber in m nd and

54
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M. Brennan nay have a different nunber.
All right. WlIl, you can tell nme what nunber
you have and he can tell nme what nunber he
has.
VWell, nowl'mgetting into settl enment
negoti ati ons.
Ch, okay. Al right. | see. GCkay. All
right. Thank you. At least | understand it
better.

And the sane thing for the training
center. There's sonme accommodation in the
| i qui dated nunber that, if we were to approve
10.3 -- actually, it's actually $8 mllion if
you reduce the anmount for the tax change --
(Mul ' en) The net amount is, yes. The anpunt
specifically related to the revenue
requi renment cal cul ati on was the 10. 3.
But that included a gross up for taxes at the
wong rate; right?
(Mullen) Well, not at the wong rate. At the
rate that was in effect.
Ckay. At the old rate.
(Mul I en) Correct.

So you keep saying "the net." |If you were
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21 percent instead of 34 percent for the
federal incone tax, then the settl enent
amount woul d be $8 nillion?

(Mullen) Correct. | say "the net" because
when we went through this, we were trying to
keep the rate case separate fromthe tax

i ssue which cane up at the end; otherw se,
the lines started to get blurred between the
revenue requirement as conpared to what was
originally filed in the case versus the

I mpact of the taxes.

Ckay. That's hel pful. Thank you.

So the 10.3 mllion calcul ated at the
old tax rate includes sone kind of settl enment
provision for the training center. And if we
approve this settlenent agreenent, then we
have agreed that the training center
I nvest nent was prudent, and going forward
it's going to be in rate base.

(Mullen) At a reduced -- you know, as it
depreciates, yes. It will still be in rate
base. The revenue that we receive through

the rates com ng out of this case would be

56
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| ower than they otherwi se would be if there
was no all owance for the training center in
this settl enent agreenent.

Can you say that again? |If there was no

al | owance?

(Mullen) Right. |If we had not nade all owance
With respect to the training center in com ng
up with the $10.3 mllion, the revenue com ng
out of this case would, all el se being equal,
be hi gher.

But you can't tell nme by how nuch.

(Mull en) Correct.

CHAI RMAN HONI GBBERG. When you say
"made al |l owance for,"” you nmean tried to account
for Staff's position regarding the training
center. You reduced the requirenent to all ow
for their objection to the full inclusion. 1Is
t hat how you're using the words?

W TNESS MULLEN:  Yes. CQur
rebuttal testinmony had a $14.5 mllion request,
and now we're down to 10. 3.

CHAI RVAN HONI GBERG | under st and
that. | just wanted to make sure | understood

how you were using the words "nake al |l owance
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for." And | think I -- | thought | understood
it, and I just wanted to confirmthat I

under st ood what you were sayi ng.

BY COWM SSI ONER BAI LEY:

Q

So the $4 million decrease that you agreed to
in the settlenent, can you tell ne what al
of -- can you tell ne every adjustnent, or

every allowance that was included in that $4

mllion? You don't have to tell ne the
anmount. But you know, sone for the training
center --

(Mullen) Well, the itens included in the
settl enent agreenent.

Ckay. Al right. And | think M. Dexter was
trying to nake the point that in the rate
case, the full net book value of the training
center woul d be back on the books, and so
your revenue requirenent next tine, all else
bei ng equal, would be greater than it

ot herwi se would be if the all owance for the
training center were specifically renoved.
(Mul I en) The net book value at the tinme of

t he next rate case wll include the training

center at whatever the net book value is at

58
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that tinme. |In the interim though, the

revenues that we receive wll be | ower on an

annual basi s because of the provisions in the
settlenent agreenent related to that. Again,
that's an annual reducti on.

Q Ckay. For the next nunber of years between
rate cases.

A (Mull en) Yes.

Q All right. On the depreciation, | didn't

t hink we were going to tal k about

depreci ati on today, so | mght have to cal

you back for that.

If the depreciation rates that you put
forward today were the sane as the
depreciation rates fromthe | ast rate case,

t hen woul d there be any depreciation reserve?
(Mul I en) A depreciation reserve inbal ance?
Yes.

(Mull en) Yes, there very well coul d be.

Ckay. So can you explain that to nme?

> O >» O >

(Mul I en) Dependi ng on when the | ast
depreciation rates were set, the |ives of
certain assets nmay actually change, for

what ever reason -- you're not getting as nuch
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use out of them or they mght actually | ast
| onger than what the previous study had
recommended for lives comi ng out of that
study. So when you periodically do it, you
take a l ook at the retirenment activity, the
cost of renoval, how |l ong they' ve been in
service. And so those things get readjusted.
Let ne ask you -- | didn't ask you the
question wel | .

If the depreciation |lives don't change
from one depreciation study to the next, is
t here any depreciation reserve i nbal ance, or
iIs it just to catch up when the |ives change.
(Mullen) It's not just when the |ives change
because for -- | think if you | ook at the
anal ysis that M. Nornmand did, he went FERC
account by FERC account. And you can see for
sone of those, the lives are not changi ng
fromwhat was in the prior study. However,
there is a reserve variance anount for a | ot
of those FERC accounts.
And what causes that?
(Mul I en) That could be due to -- | have to

get back to you on that. |I'mnot a

60
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depreci ati on expert.

CVMSR. BAI LEY: |Is there another
W tness that's going to cone tal k about
depreci ati on?

VMR, DEXTER: Commi ssioner, if |

can interrupt? I'msorry to interrupt. But
when | |listed the witnesses that we intended to
question, | forgot to nmention M. Nornmand.

CVSR. BAI LEY: Ch, okay.
MR. DEXTER: And so we were
pl anning to ask M. Normand. And M. Sheehan's
aware of that. And | just -- when | went
through the roster, | left M. Normand off.
CMBR. BAILEY: Al right. Okay.
Good. Al right. So | can ask M. Nornmand
depreci ati on questions. Good. Thank you.
BY COVWM SSI ONER BAI LEY:
Q On the tax reformtopic, | think you said
sonet hi ng about the $2.4 mllion reduction.
Ch, it had to do wth the excess deferred
i ncone tax. And how nmuch excess deferred
i ncone tax do you have right now?
A (Mullen) If you refer to Bates 23 of the

settlenment, the next to the last |ine of the
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schedul e says "excess DIT." Over to the
ri ght-hand colum you'll see 27, 321, 620.
Ch, that's right. And that was the question
| had in my margin is why do you want to do
t hat over 40 years.
(Mullen) That is in accordance with the tax
| aw t hat has t hings done over the average --
| got to renenber what the acronym neans --
t he average remaining life of the underlying
assets. And for EnergyNorth, that was
determ ned to be 39.05 years.
And that's based on the new depreciation
study that you are reconmmendi ng?
(Mullen) 1'd have to check with the tax
peopl e who provided that infornation. But
t hey | ooked at the underlying information to
develop this. Actually, it's the average
rate assunption nethod | believe is what it's
called. 1It's in the tax | aw

So the tax people are the ones who
provided ne with the 39.05 years.
So it's possible that that's the average
remai ning |ife under your existing books.

(Mull en) Yes.
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So do you think it would make sense, if we
approved the new depreciation rate -- or, you
know, all the new lives, to use that average
remaining life to pay the deferred i ncone tax
back?

(Mull en) You have to use the average
remaining life in accordance with what's
prescribed in the tax | aw, otherw se, you
violate the normalization rules of the tax

| aw.

M. Brennan, you originally recomended a
$9.2 million rate increase. And | assune
that that was before the tax | aw changed.
(Brennan) Correct.

So if we're conparing the settl enent net of

the taxes at 8 mllion, we would conpare that
nunber to -- it would probably be nore --
your increase would be nore like 7 mllion.

Because you originally were at 9.2, and if
you take two off for taxes, you' re down to
seven, and you settled at eight.

(Brennan) Yes.

Ckay. Can we talk a little bit about the

declining block design? O is that going to
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be with the decoupling and rate design
W tness? | nean, it's covered -- M. Millen,
| think this is back to you. It is a rate
desi gn i ssue?
(Mullen) It is a rate design issue. |
believe M. Brennan included it in his direct
to M. Kreis about there was an issue that |
think the OCA was interested in.
MR. KREI S: | would say, if |
m ght interrupt, the point M. Brennan was
maki ng was that the settlenment overall is a
package of conprom ses, and the rate design
I ssues were very inportant to the OCA. And the
Conmmi ssi on coul d hypot hesi ze that the OCA
yi el ded certain ground on the revenue
requi rement in order to gain certain ground on
the rate design issues.
As | said earlier, |I'm happy
to do what ever nmakes the Conm ssi on happy.
But we will have our rate design expert and
t he Conpany's rate design w tness here
whenever we end up doing that day. And so --
CVMSR. BAILEY: So if | want to

ask a question about the declining block rate
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desi gn and whether we should elimnate them or
keep them and just use them for surcharges and
recoupnent, would that be an appropriate
question for M. Brennan or M. Johnson?

MR KREIS: Wll, | don't mnd if
you ask both of themthat. But | think the
better answer, the nore neaningful, informative
answer woul d cone from M. Johnson, from OCA' s
st andpoi nt .

CMSR. BAI LEY: Ckay.

BY Ms. COWM SSI ONER BAI LEY:

Q

M. Brennan, do you want to explain the

I mportance of the rate design and what you
bel i eve, or how you believe the declining

bl ock rate design should work? O do you
want to wait for -- or should | wait for

M. Johnson?

(Brennan) | can address it to the extent
possi bl e. The proposed rate design is | evel
bl ocks and the elim nation of a declining

bl ock rate design that's shown in Appendi x F.
Both block rates are .5775 cents.

But you keep themboth in so that you can put

a surcharge or a recoupnent for the
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decoupl i ng revenue going forward to pronote
or provide an incentive for energy
efficiency, so that you put the surcharge on

t he second-tier block, is it?

A (Brennan) | can't speak to the surcharge
I Ssue.
Q Ckay.
A (Brennan) | do feel that a proper signal, a

better signal is sent with it being flat

bl ocks i nstead of declining blocks, from an
ener gy-efficiency standpoint, and al so for
help with | ow energy users.

Q | think that's the argunment why you keep both
bl ocks the sane. But you put the surcharge
on the block that | ess -- where custoners use
nore energy, and you put the recoupnent on
the first bl ock.

A (Brennan) | was referring to having a
declining bl ock being a poor signal as
opposed to fl at.

Q Ckay. Can you, M. Brennan, talk a little
bi t about the inportance of decoupling?

A (Brennan) The inportance of -- the reason OCA

considers this -- it's really a foundati onal
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goal -- is to break the connection between
the sale of thernms in the Conpany's RCE to
elimnate the through-put incentive. | think
it's inportant to -- it enables the Conpany

t o pursue business strategies, such as in
energy efficiency, wthout concern to it
negati vely inpacting their financial
performance. | think it wll be foundati onal
to nore good things down the road that are

al ready occurring with regard to performance
i ncentives that we see in energy efficiency,
to start rewardi ng the Conpany on a
performance basis instead of a traditional

t hrough-put incentive. The energence of
performance netrics and things |ike that
coul d be a continuing conversation to have
with the Conpany in future rate designs.

I think it was al so fundanental in
getting reductions in the fixed-cost custoner
charge, which is an inportant policy to the
OCA, since it gives the Conpany -- decoupling
gi ves them assurance of realizing their
revenue requirenent, even in a declining

billing-determ ned environnent wth | ower
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vol unes.

So |l think it's an inportant policy. It
hel ps certainly residential ratepayers. |
think overall it helps all customers to have
Li berty getting put on a track toward a nore,
you know, utility-of-the-future nodel that is
not just based on through-put.

Q And are there any drawbacks to decoupling?
Is there -- and maybe M. Miullen can add to
this answer, but 1'd |like to hear from you
first.

How does t he Conpany, under decoupl i ng,
continue to nake investnents that are
economc? And is there any drawback from
decoupling to incentives to do that?

A (Brennan) As opposed to their current
I ncentives today?

Q Yeah. Does it take the incentives away? Are
they less likely to invest in the future or
nore |ikely?

A (Brennan) | think an inportant part of this
is that we are hopefully enbarking nore on
gi ving themincentives, performance

I ncentives, that we agree that utilities
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should do when it's distribution planning,
and have that drive nore their investnents

t hat they nake, know ng that sone of those

i nvestments nay not be driving revenue vol une
up, it may be having revenues decli ne.

R ght.

(Brennan) From a through-put incentive.

Right. But if --

(Brennan) | said that wong. They continue
to get their revenue even in an environnent
wher e t hrough- put may be declining. But
those i nvestnents are nade to support
important initiatives and policies and goal s
that we want to achieve, that we can't really
achi eve under the current nodel, or it's nore
difficult to.

Yeah, | get that. But is there ever an
opportunity for themto increase their
revenue in any way?

(Brennan) There are recurring rate cases
wher e new revenue requirenent is set. And
potentially in those rate cases new types of
revenue- per f or mance- based nodel s are

i ntroduced to help set that revenue
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requirenent with incentives and penalties
based on performance, based on netrics, new
metrics that the Conpany has to agree to |live
by that don't exist in today's environnent.
So this is just the beginning. It's a
very inportant, you know, start. But there
shoul d be nore things happeni ng going forward
in future rate cases.
Ckay. M. Millen, do you have anything to
add to that?
(Mullen) Well, | think from an i nvest nent
perspective, as the Conpany creates its
capital budgets, those are based on a certain
| evel of revenue. So now, instead of
havi ng -- w thout decoupling, the revenues
can fluctuate either up or down, dependi ng on
things |like the weather, that can then inpact
what you're doing for investnents, whereas
under decoupling you have a little bit nore
surety of what those revenues are going to
be. So it kind of helps froma capital
budgeti ng perspective, in terns of not having
t hose wi de fluctuations that can happen

related to weat her.
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And we're going to tal k about weat her
normal i zati on with the decoupling expert;

ri ght?

(Mul I en) Yes.

Ckay. Al right. M. Millen, can you turn
to M. Frink's testinony, Bates Page 937
(Mul'len) 1'mthere.

And | think you talked with M. Dexter that
the $1 million estinmate didn't include any
site work. And then you said your site work
was di scussed, | think in your June or --
yeah, June 30th testinony. So in that table
there was no site work. And the biggest
driver for the cost, or one of the biggest
drivers for the cost overrun is the |ist of
itens on Bates Page 15 of your June 30th

t esti nony.

(Mull en) Those are sone of the costs. |
think as we went through one of the recent
exhibits, that listed all the costs that cone
up to $3.8 mllion. This was just a sunmmary
hi ghlighting certain itens.

Ckay. You -- okay. Al right. Thank you.

I think that's all | have.
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CHAI RVAN HONI GBERG Commi ssi oner

G ai np.

QUESTI ONS BY COW SSI ONER G Al MO

Q
A

Q

Good afternoon, gentlenen.

(Mul I en) Good afternoon.

As is always the case, ny questions wll be a
| ot easier than Conm ssioner Bailey's.

So as a prinmer for M. Normand's
testinony | guess in the com ng weeks or so,
| thought I heard, M. Millen, you said
sonet hi ng when contrasti ng whet her you use a
12- or 5-year anortization schedul e, that
you -- sounded |i ke you were critical, and
you said that you can't ook at this as
depreciation in isolation. Does that ring a
bell? And if so, can you el aborate on what
you were thinking?

(Mullen) Well, | think what | said in that
respect was that when M. Normand initially
filed his testinony and he used -- he
recommended a 12-year anortization, he was
| ooki ng at the issue of depreciation al one.
And | believe that was al so a di scovery

response. And of course you haven't seen
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that, unless it was attached to sonebody's
testi nony where he said that very thing.

Ckay. There seened to be agreenent, and |
just -- maybe you can both comment -- that

Wi th respect to the residential |owincone
assi stance, it nade sense to | ook at a
generic docket with Northern. | wonder why,
if you stand on that, why you think that's
nmore prudent than | ooking at things uniquely
to each utility.

(Mullen) Well, although I have not been

i nvol ved with the | owincone assistance
prograns, either on the gas or electric side
over the years, | think that there's
typically some uniformty in how the
utilities deal with the discounts to nmake
sure that custoners for the various utilities
are all getting treated the sane. So from

t hat perspective, | think it just nakes sense
to deal with it in a generic proceeding,
where essentially the same result will npst

li kely come out for the individual utilities.
(Brennan) | would agree. And also, there are

sone intervenors that did not participate in
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this docket that maybe would have had they
known that was an i ssue and they woul d have
an opportunity in the next generic

pr oceedi ng.

Q All right. | thought I heard a question from
M. Dexter with respect to there not being an
RFP for training services. | just wanted to
make sure | understand it was for training
services. There was neither an RFP for
trai ning services nor for the actual
devel opnent of the center?

A (Mullen) | believe with respect to training
services, that is correct. | don't think
that that's correct with respect to
construction of the facility. 1'd have to go
back and check all the information |I've gone
t hrough over tine. But | do believe there
was an RFP process related to the hiring of
North Branch Constructi on.

Q Ckay. Do you know, M. Millen, if you pay
enpl oyees nmi |l eage for going to and fromthe
trai ning center?

A (Mullen) I"'mnot aware that we do. | don't

t hink we do unl ess -- dependi ng on what m ght
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be in sonme union contracts. And those |
don't know the details of.

Ckay. | guess ny question would be if you do
pay themif they take their own cars, how
nuch noney would you in fact actually be

savi ng by having a center here as opposed to
sharing a center in Mddl ebury. But that's
nore of a comment than a question.

(Mullen) I can't provide an answer on that.

Ckay. Thanks. Turn it over to the Chairman.

QUESTI ONS BY CHAI RVAN HONI GBERG

Q

A
Q

M. Millen, training center. The incone that
cones fromGanite State, when G anite State
uses it, how wuld Ganite State account for
that? |Is that just an expense for thenf?
(Mullen) Granite State records an expense,
EnergyNorth records revenue.

But the revenue for EnergyNorth is going to
the revenue requirenent associated with that
training center as an asset; whereas, for
Ganite State Electric, it's just an expense
for them right?

(Mul I en) Correct.

Ckay. M. Brennan, Keene. A couple tines
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you said one of the reasons that the OCA is
okay with -- | don't renenber whether you
actually said "supports" -- but is okay with
t he consolidation is that the Conpany now has
a plan in place. In your understandi ng, what
Is that plan, and why is it a good plan that
woul d justify consolidation at this tine?

A (Brennan) Well, it's the first plan that | am
awar e of that was discussed in a settl enent
agreenent. Keene is obviously struggling.

It was struggling before and

post-acqui sition. A plan has been put forth
as a neans to generate grow h and revenues
and cash flow that's needed to turn that
division around. That's outlined in the
settl enent agreenent. And part of that is to
al | ow Keene to be conpetitive and to bring in
the consolidation of their rates so the
Conpany can pursue its business strategy. |
think that's notwi thstandi ng the i ssues of
cost shifting that were discussed in the
pri or dockets and no net harm that in the

i nterest of providing a nechani smand a

framework for Keene to turn around and grow,
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that will ultimately help the entire system
as growt h does occur and costs are spread
over the entire network, which will happen
when you're consolidated in, that there's
merit to consolidating themnow into the sane
distribution rates as EnergyNorth.

Q How long is it reasonable for it to take to
turn it around so that the rest of the
EnergyNorth custoners are no | onger
subsi di zi ng t he Keene systenf

A (Brennan) Well, | do look at it as a
long-term-- froma | ong-term perspective,
not short-term But | think it is warranted
to begin that trend now rather than | eaving
it as is, with that division continuing to
struggl e and not having really a franmework or
opportunity to turn around. | do not have a
specific period or nunber of years in mnd.
They do -- they will be putting forth
anal yses for doing growth investnents that
Wil |l give us an opportunity to keep track of
t he devel opnent there.

Q Under standing that | don't want to get

i nformati on about settl enent negoti ati ons,
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sonet hi ng you woul d consi der, sonetines a
val uabl e to think about as a phase-in of
sonething |ike the consolidation of the two
rate bases?
(Brennan) As opposed to what is in the
settl enent agreenent? W support the
consolidation of rates into EnergyNorth,
based on what is outlined in the agreenent.
I'll leave it there.

Conmmi ssioner Bailey would |like to know
if M. Miullen -- how M. Millen feels about a
phase-in of the consolidation of rates.
(Mullen) Well, first of all, that is
certainly different than what is in the
settl enent agreenent. |If we thought that was
the best way to do it, then that's probably
what we woul d have gone forward wth. But |
t hi nk consi dering sone of the other
adj ustments that we've nmade and sone of the
provisions in the settlenent, such as sone of
t he costs that we took out of the analysis
related to Keene's revenue requirenent, as
well as the growth provisions that we have,

and to the extent that the growh falls short
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of the $200, 000, and considering the m ni mal

I mpact of the Keene revenue deficiency on the
rest of the EnergyNorth custoners, what we
ended up with is not the phase-in, but |
think it all nmakes sense here the way that
we've put it all together.

Q Sonewhere in the settlenent, in Attachnent F
you pointed us to the effect on a residenti al
ratepayer in the EnergyNorth system M ght
be Bates 25. | think 35 is the Keene
custoners, 25 is the EnergyNorth custoners.
Am 1 right about that?

A (Mull en) Yes.

Q What portion of the increase on the
EnergyNorth rate base -- I"'msorry --
rat epayers represents the Keene systenf? You
said it was relatively small. So do you have
a sense of how big it is?

A (Mullen) Well, considering the |iquidated
nature of the revenue requirenent, | can't
poi nt you to an exact nunber. But if you use
as a point of reference where the rebuttal
testi nony was, where it was 14.5 overall,

that included just under 800,000 for Keene.
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You know, so you're tal king about, you know,
| ess than 10 percent. It's even |ower than
that. And that's unadjusted. So when you
look at it in that nmanner, the inpact -- and
t hen when you figure, you know, that you're
tal king the i npact on 90, 000 custoners, and
you spread that anount out over 90, 000
custoners, the inpact becones very snall.

Q But it is -- you could do a cal cul ati on based
on the rebuttal testinony, couldn't you? |
think the way you just laid it out, you' d be
tal king sonmething |li ke 7 percent of the
increase in the EnergyNorth rate woul d be
attri butable to Keene.

A (Mullen) Yes. |If you bear with ne for a
nonment, this may have been addressed in the
rebuttal testinony of M. Hall and M. d ark.

(Wtness revi ews docunent.)

Q I*'mnot | ooking for precision. And
appreci ate the work you're doing here. |If
you want to defer questions like that to
M. Hall and Cdark, that's fine. |'mjust
used to you being able to do things like this

kind of off the top of your head.
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(Mullen) Yes, and | actually just found it,
to save ne doing nmental math. The inpact --
and this was based on, | believe this was
based on our original filing. It was 37
cents a nonth.
Thank you. That's helpful. | believe the
rest of nmy questions were answered.
M. Sheehan or M. Kreis, do you have

any follow up questions?

MR SHEEHAN: | have a
hal f - dozen.

CHAI RMVAN HONI GBERG How about
you, M. Kreis, do you have questions?

MR. KREIS: | have about three
redi rect questions for M. Brennan.

CHAI RVAN HONI GBERG Wi ch of you
would like to go first?

MR KREIS: W can flip a coin.

CHAI RMVAN HONI GBERG M. Kreis,
why don't you go first.

MR, KREI'S: Ckay.

REDI RECT EXAM NATI ON

BY MR KREI S:

In fact, it m ght even be two questions. |
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really want to focus a little bit on the
training center, where, M. Brennan, you
heard t he extensive cross-exam nation that

M. Dexter directed at M. Miullen with
respect to the training center and the way in
whi ch t he Conpany pl anned and t hen managed
that project; did you not?

(Brennan) Yes.

And would it be fair to say that you shared
all of the concerns going into the settl enent
process that the Staff and its w tnesses had
about the way the training center project was
managed?

(Brennan) That is correct.

Did you hear any questions from Staff, or did
Staff raise any issues that you found
surprising or shocking or that in any way
changed what you would regard as the OCA' s
assessnment of the training center and its
role in the Conpany's revenue requirenents?
(Brennan) No. M testinony and
recommendation initially for this all owance
was based on the information and deci sion

that was nade at that tine, sonewhere back in
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early 2014, planning issues, |ack of

anal ysis, things like that that were

di scussed here today. M testinony did not
get in and | ook at the value of the training
facility once it was built. And there is
nmerit, too, and it is clear that the facility
is being used. There is need to have a pl ace
to have training done. And the Conpany is
bui | di ng, you know, its business around use
of that facility. That was not the focus of
my testinony, but there are nerits to those
ar gunent s.

And does it remain your opinion that the
terms of the settlenent agreenent adequately
take into account any issues that either your
original testinony or the Staff's testinony,
or any of the cross-exam nation that we've
heard today, raised with respect to the
prudence of the investnment in the training
center?

(Brennan) The settl enent agreenent bal ances

t he concerns, the ones that were raised
regardi ng the decision nade back in 2014

versus the nerits of the training center
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today, and the nerits of all the other
provisions in the settlenent agreenent.

You, | presune, heard M. Millen's testinony
on cross-exam nation that, when the Conpany
conmes back with its next rate case, which it
has commtted to do, that it wll put the
training center into its test-year revenue
requi renent; did you not?

(Brennan) Yes.

Is there anything in the settl enent agreenent
t hat woul d preclude you or anyone el se at the
OCA fromraising i ssues about whet her that
should be in the test year revenue

requi rement for purposes of the next rate
case?

(Brennan) No, there's nothing precluding that
f rom happeni ng.

So, in other words, because this is the

settl enent agreenent, the prudence or

other -- the prudence or appropriateness of
the training center for purposes of future
rate cases and future rates, that could be
fully litigated in the future.

(Brennan) | agree.

{DG 17-048}[Day 1 - Afternoon Session ONLY]{03-06-18}




© 00 ~N oo o b~ w N P

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

[WITNESS PANEL: Mullen|Brennan]

85

MR. KREI'S: Thank you, M.
Chairman. Those are the only questions | have.
Except you | ook puzzl ed.

CHAI RVAN HONI GBERG.  Yes, we | ook
very puzzled at the notion that the prudence of
building the training center could be litigated
if it were approved in this docket.

MR KREIS: Wwll --

CHAI RVAN HONI GBERG Maybe its
future use, maybe limtations on its use as it's
bei ng used in the future mght be litigated.

But given the way was presented, | question the
answer you just got fromyour own w tness.

MR KREIS: Well, |I think the
settl enent agreenent --

(Court Reporter interrupts.)

MR KREIS: |'msorry. | haven't
quite trained nyself to swallow the mc the way
this whol e process requires.

CHAI RVAN HONI GBERG How | ong
have you been here?

MR KREIS: Onh, it feels like
just a few weeks. The honeynoon is still going

on.
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[ Laught er]

MR KREIS: So if |I mght just
turn to the part of the settl enent agreenent
that tal ks about the training center. At the
top of Bates Page 6, the settl enment agreenent
says, "The revenue requirenent in this agreenent
allows the training center costs and revenues to
be included in the determ nation of the revenue
requi rement, but also reflects consideration and
conprom se of the issues related to the training
center raised by Staff and the OCA in their
testi nony. "

Now, | don't want to unravel
the settl enment agreenent, but it doesn't say
that the investnent in the training center
was prudent, or used and useful, for that
matter. And while as a practical matter I'm
guessi ng, wthout binding the future OCA,
t hat we probably won't be back here in 2021
arguing that it was an i nprudent investnent,
the point I was nmaking is that the settl enent
agreenent doesn't really purport to resol ve
t hat .

CHAI RVAN HONI GBERG  Under st and

{DG 17-048}[Day 1 - Afternoon Session ONLY]{03-06-18}




© 00 ~N oo o b~ w N P

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

[WITNESS PANEL: Mullen|Brennan]

87

the settlenment agreenent is silent. But the
general proposition, can we include it in rate
base if it isn't prudent, used and useful --

MR, KREIS: As a genera
proposition. | would not ever expect you to
i nclude anything in rate base that you are
concerned was not prudent, used and useful --

CHAI RMVAN HONI GBERG Lots of
negatives in that sentence. | think if we parse
it, I think that's generally a yes.

MR KREI'S: Yes.

So | think the point |I'm
making is that the settl enent agreenent,
shoul d you approve it, doesn't preclude
i ssues around the training center from being
rai sed in 2021. Wuld you be likely, or
woul d your successors be likely to disallow
it after all of this? No.

CHAI RMVAN HONI GBERG | think
leaving it with the word "issues,” | think we
probably can agree on that. There may be
i ssues. Not sure they're as broad as you got
fromM. Brennan. But it's not -- we don't have

to worry about that today.
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MR KREIS: Okay. Well, his
testinony is what it is.

CHAI RVAN HONI GBERG  Thank you,
M. Kreis. M. Sheehan.

MR. SHEEHAN: Thank you. | nmade
sort of a laundry list of things of things we
went through. And they're a bit scattered, but
we'll go through them

REDI RECT EXAM NATI ON

BY MR SHEEHAN:

Q First is the issue we were just speaking
about. M. Millen, have you been involved in
settlenents before with the Conpany, or when
you were here with Staff, where there was a
| i qui dat ed nunber of sorts that included a
vari ous bunch of itens that weren't item zed

as we have in this case?

A (Mull en) Yes, | have.
Q And did sonme of those involve capital
projects, |like here?

A (Mul I en) Yes.
Q And was it the normin those other cases that
in fact the asset would go into rate base, as

you descri bed, with an undefi ned, but | ower
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revenue associated wth it?

A (Mull en) Yes.

Q And is it understood that in the next rate
case, that that's what happens, that the
asset is in rate base for the next rate case,
and that's the way ratenmaking is done and
cases are settled?

A (Mull en) Yes.

Q So is there anything unusual in your
experi ence fromthe discussion we just had
about a dispute over an asset, a conprom sed
revenue requirenment and then that is in rate
base going forward?

A (Mull en) No.

Q Topic 2, training center. Separately. There
are three -- well, let ne -- it seens there
are three groups that have | ooked at the
training center generally on the side of
Staff: Liberty Consulting, Audit Staff and
Comm ssion Staff here today. |Is that
correct?

A. (Mul I en) Yes.

Q Based on that review, the Audit Staff didits

review. And did it conclude that any of the
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costs, the $3.8 nillion, were unnecessary or
unr easonabl e?

A. (Mul 1l en) The Audit Staff issued its report.
| believe a portion of that report is
attached to Staff's testinony. They had
certain itens that they highlighted in their
report. We reviewed that, commented on it.
We agreed with a couple of pieces of that,
specifically related to speeding the schedul e
up and the return of a bond refund in 2017.
We nade adjustnents for those in our rebuttal
testinony to reduce the cost of that. There
were other itens that the Audit Staff
hi ghl i ghted which we did not agree with, sone
things that were, as we viewed them safety
provi sions involving rails on roof hatches
and, you know, grip tape on stairs and, you
know, a few other things. But beyond what
was in their audit report, they did not
hi ghl i ght anything el se. By the sane token,
Li berty Consulting --

Q Let me stop you there and finish with Audit
Staff.

A (Mul I en) Sure.
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Q So, in order of magnitude, the $3.8 mllion,

how much of those costs did the Audit Staff

flag?

A. (Mullen) If menory serves, | think it was $3-
or $400, 000.

Q And so the rest of the costs, based on their

report, they saw them as reasonabl e?

A (Mullen) That's the assunption | can nake
because they did not say -- they did not
reconmend anyt hing other than that.

Q And i n past cases, in your experience, the
Audit Staff wll flag issues if they think a
particular line itemis unreasonable or
shoul d require further exam nati on.

A. (Mul 1l en) That's correct.

Q Going to Liberty Consulting next. The report
that M. Dexter was review ng and the work
that Liberty Consulting did, they did not
al so make any recommendati ons of not
recovering portions or all of the training
center; is that correct?

A. (Mul I en) They did not.

Q And the report we read was essentially a

statenment of the facts as Liberty Consulting
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saw t hem - -

A (Mull en) Yes.

Q -- wi thout any concl usi ons on recovery of the
trai ning center costs.

A (Mul 1l en) That's correct.

Q And t hen, of course, we have Staff's
testinony in this case. And their testinony
iIs what with regard to the training center?

A. (Mul I en) That we shoul d get no recovery at
al I .

Q Did Staff, in its testinmony in this case,
point to any line item and say we shoul dn't
get recovery for this dollar or that dollar?

A (Mul'l en) They did not.

Q Did Staff challenge the $3.8 mlIlion cost at
all in their testinony?

A. (Mul I en) No.

Q Their point was the process of deciding to
build the training center was bad, therefore,
no recovery. |s that correct?

A (Mul I en) Correct.

Q And in particular, we |ooked at Exhibit 31
whi ch was where you had all the project costs

item zed, and it added up to the $3.8
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mllion. Do you recall that?
(Mullen) | do.
And no place in Staff's testinony did they go
t hrough and say disallow this cost and
di sal |l ow t hat cost.
(Mull en) That's correct.
You testified about the CSR training hours
and how they were not included in M. Igbal's
chart.
(Mul I en) Yes.
Are there other groups of people who are
trained at the training center as it's been
operating in the |ast couple years? W have
what you called the "union staff,” in effect,
field personnel, the CSRs. Are there any
others that receive training there?
(Mullen) Well, there can be a nunber of non-
field personnel who receive training. The
Conpany views that anybody who can get
exposure to the training on the gas and
electric side, it helps their understanding
of the business that we're in.

You know, | can give a perfect exanple.

You're fully aware of -- you're famliar wth
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o > O >

Heat her Tebbetts. She is going to be working
on sone special assignnents. And as part of
that, she recently went through the gas
supervisor training. And I'd |love to share
with you the e-mails she sent ne about the
training that she was getting. | nean, those
are the type of things that havi ng your own
facility can allow for. Also, it's ny
under st andi ng that we now have additi onal
training for the gas supervisors that was not
avai | abl e bef ore.

And using Ms. Tebbetts as sinply an exanpl e
of a person not traditionally associated wth
the training facility, this training she
recei ved would help her with her new

assi gnnents that are com ng up.

(Mul I en) Absolutely.

And woul d help with enpl oyee engagenent.

Yes.

She is talking to, neeting with and
under st andi ng t he peopl e who are turning

wr enches; correct?

Correct.

And t hose hours are not included in the chart
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that we went over with M. Iqgbal's chart;
correct?

A. (Mul 1 en) They were not.

Q And then | ast question. 1In this hearing and
in their testinony, Staff spent a lot of tine
faulting the initial budgeting and approval
processes for the training center. W had
sone of that here today; correct?

A. (Mul I en) Yes.

Q I n your experience, does the Conm ssion naeke
prudence determnm nations based on budget
anmount s?

A (Mull en) No.

Q What does the Comm ssion | ook at to determ ne
whet her an investment is prudent and shoul d
be in use?

A (Mul I en) The costs that were incurred and
what those costs were spent on.

Q Thank you. That's all | have.

CHAl RVAN HONI GBERG Al l right.
CGentl enen, | think you can return to your seats.
O f the record.
(Di scussion off the record)

CHAl RVAN HONI GBERG. M. Krei s.
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MR. KREI'S: Thank you, M.
Chairman. Just in the interest of naking sure
that the record is crystal clear about the
i nportant subjects we've been di scussing,
particularly our nost recent coll oquy, before
the break you asked ne the foll ow ng questi on:
"Can we include it in rate base if it isn't
prudent, used and useful?" And | would like to
be clear that ny answer to that question is
actually "No."

CHAI RVAN HONI GBERG  Thank you
for clarifying, M. Kreis. It was ny fault
forgetting the way | answered -- | asked the
question. But | think you and I were on the
sane page. So | appreciate the work that you
did during the break to make that happen.

M. Sheehan, | see w tnesses
are pre-positioned. |Is there anything we
need to do besides swear themin?

[ No verbal response]

CHAI RVAN HONI GBERG.  Sue, woul d
you do the honors, please.

(VWHEREUPON, W LLI AM J. CLARK AND
STEPHEN R HALL were duly sworn and

{DG 17-048}[Day 1 - Afternoon Session ONLY]{03-06-18}




© 00 ~N oo o b~ w N P

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

[WITNESS PANEL: CLARK|HALL]

97

cauti oned by the Court Reporter.)
CHAI RVAN HONI GBERG M. Sheehan.
MR. SHEEHAN: Thank you. And ny
understanding here is that | will qualify the
W t nesses, have them adopt their testinony, and
review they' re being, in effect, called by Staff
to address the settl enent agreenent.
CHAI RVAN HONI GBERG  And f or
pl anni ng purposes, | don't think we're going to
be going very |long, so...

DI RECT EXAM NATI ON

BY MR SHEEHAN:

Q

M. dark, your nane and position with the
Conpany, pl ease.

(Aark) WIlliamd ark, D rector of Business
Devel opnent .

And did you prepare testinony filed in this
case?

(Adark) | did.

And that was filed with the rebuttal
testinony in January of ' 18?

(dark) Correct.

And for record, that's marked as Exhibit 24.

Do you have any changes to that testinony?
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A (dark) | do not.
Q And do you adopt that today as your sworn
testi nony?

A. (A ark) Yes.

Q M. Hall, sane question. Your position with
t he Conpany.
A (Hall) My nane is Stephen R Hall. | amthe

Rate and Regul atory Affairs Director for
Liberty UWilities Service Conpany.

Q Is it correct that the testinony M. Cark
just identified, Exhibit 24, you participated

in that as well ?

A (Hall') Yes, | did.

Q Do you have any changes to that testinony?

A. (Hal 1) No.

Q And do you adopt that testinony today as your
sworn testinony?

A (Hall) Yes, | do.

Q Thank you.
CHAI RVAN HONI GBERG M. Dexter.
MR. DEXTER: Thank you.
CROSS- EXAM NATI ON
BY MR DEXTER

Q All the questions | have today have to do
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w th what's been described as the "i NATGAS
facility.™

Can you give a brief overview of that
facility, what it |ooks like, what it does,
and what parts Liberty Uilities owns and
what part i NATGAS owns?
(d ark) The Innovative Natural Gas, i NATGAS,
facility is a conpressed natural gas facility
| ocat ed on Broken Bridge Road in Concord, New
Hanpshire. It has dual purposes. It has a
publ i c access vehicle refueling punp for
vehicle fueling. It also has a second
conponent for conpressed natural gas to
transport via tractor-trailer to end-use
cust oners.
And what portion of those facilities does
Li berty UWilities own?
(A ark) Liberty Uilities owns the |and, all
per manent structures, the conpressors, the
gas dryer and conditioning equi pnent, and
that's it. Al pernmanent site structures
pl us the --
What's gas dryer and conditi oni ng equi pnent ?

(A ark) That renoves the water inpurities out
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of the gas before it enters the conpressors.
It cleans the conpressors so they operate
properly.

Q And when one visits the facility, as Staff
had t he opportunity to do, and sees those
bays where the trucks and cars wll pull up,
is that owned by Liberty, or is that owned by
i NATGAS?

A. (A ark) The permanent structures, the canopy
itself, is owned by Liberty Uilities. The
fuel punps are owned by I nnovative Natural
Gas.

Q Ckay. Wien did this facility get put into
service?

A (A ark) Are you asking for the commencenent
date or when we started the process?

Q Wien did it -- when was it put in service --

when did it | eave plant Construction Wrk In

Progress and get booked as Plant I n Service?

(d ark) That would be Decenber of...

(Hal 1) 2016.

(A ark) 2016.

o > > P

And when it was booked to plant, what was the

total cost?
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(Wtness revi ews docunent.)

A (A ark) Be $4, 815, 594.

Q And when was the first sale nade? | assune
t here's been a sal e nade.

A (A ark) Correct.

Q When was t hat nade?

A (dark) Are you asking for the portion of the
facility for vehicle refueling or the
transportation of the --

Q Well, | guess both.

A (A ark) The vehicle refill was operational
sooner. The first sales were early 2017.
The first sales to a custoner of conpressed
natural gas via tractor-trailer began in
Decenber of 2017.

Q And t he arrangenent between Liberty and
i NATGAS was the subject of what's called a
"Special Contract"; is that correct?

A (A ark) Correct.

Q And when was the Special Contract executed?

A (Hall) Early 2014. | don't renenber the
exact date.

A (Aark) | believe the order was in July of

2014.
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Q The Conm ssion order approving the Specia
Contract ?

A (A ark) Correct. | believe it was July 15.

Q I'mlooking at it right now Wuld you

accept that it's dated July 15, 20147

A (d ark) Yes.

A (Hall) That's the one.

Q Now, does the Special Contract cover both of
t hose types of sales that you just nentioned,
t he vehicular and tractor-trailer?

A (A ark) It does cover both. The annual take
or pay mninus, which are part of the
contract, don't differentiate between the
type of sales. |It's just the annual
t hrough- put of the neter.

Q So what 1'd like to do this afternoon and
when we finish is do sonme conparisons of the
facility as to when it was proposed to the
Comm ssion. And just for the record, the
docket of which the special case -- the
Speci al Contract was approved is DG 14-091.
Wul d you agree?

A. (A ark) Yes.

Q Ckay. So what | would like to do is conpare
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sone of the anal yses that were presented in
t hat docket to sone of the information that's
cone to light in this case.

So l'd like to start by handing out a
few exhibits. The first one is a data
request in DG 14-091. It's Staff 1-16.

CHAl RVAN HONI GBERG This is
Exhi bit 37.
(The docunent, as described, was
herewith marked as Exhi bit 37 for
identification.)
MR. DEXTER:  Thank you.
BY MR DEXTER
Q M. Cark, it appears you prepared this
Exhi bit 37 several years ago. |Is that right?
A (A ark) Yes.
Q Now, is it correct that this exhibit
I ndi cates that the expected in-service date
of the facility we've been tal ki ng about
woul d be Novenber 20147
A (A ark) Correct.
Q And the actual in-service date you just
testified was Decenber 2016; correct?

A (A ark) Correct.
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o >» O >

Coul d you explain for the Comm ssion what |ed
to the del ay between the expected service
date and the actual in-service date?

(dark) There were several factors involved,
one being permts. Those required Alteration
of Terrain Permts from New Hanpshire DES,
City of Concord approvals, RFP process for
construction services, wnter conditions
during one of those winters. | forget

whet her that was the first winter or second
w nter, but we did have to shut down for
three to five nonths.

Were you in the roomthis norning when we
wer e tal king about the business case that was
submitted for the training center?

(dark) Yes.

Do you know i f a business case, a simlar
busi ness case was subm tted for the i NATGAS
gas facility?

(Adark) It was.

And do you know when that was submtted?
(dark) Subject to check, early, md-2014.
And the information that was provided in

Docket DG 091, in terns of cost and expected
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revenues, is that consistent with what was
submtted in that business case?
(Cdark) Wthout |ooking at the busi ness case,
t hey should be simlar.
Ckay. So what |I'd like to do, then, is | ook
at sone of the costs and revenues that were
presented to the Comm ssion in DG 14-091.
I'd like to hand out Staff Data Request 1-1,
t he Conpany's response to Staff Data Request
1-1.
CHAI RVAN HONI GBERG M. Dexter,
Is that, again, from Docket 14-0917?
MR. DEXTER: Yes, it is,
Commi ssi oner .
CHAl RVAN HONI GBERG This will be
Exhi bit 38.
(The docunent, as described, was
herew th marked as Exhi bit 38 for
identification.)
And again, M. Cark, it appears you prepared
this response back in 2014; is that right?
(dark) Correct.
So there were five parts to the question. |

didn't print all the information that was
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submtted in response. | printed two pages
that | want to look at. But if you feel
anything else in the response is rel evant,
pl ease alert the Conm ssion to that. | just
did it for the sake of efficiency.

So |I've primatively Bates stanped these
in the bottomright-hand corner, and 1'd |ike
you to turn to Page 2, please.

Now, is it correct this was an anal ysi s
t hat was done to show t he di scounted cash
flow that would result fromthe i NATGAS over
a 15-year period? |Is that your understandi ng
of what this analysis is?

(d ark) That would be nmy understandi ng based
on three different potential revenue streans.
Right, right. W're going to get to those.

| wanted to start with the cost, though.

If I look at the upper |eft-hand corner
of this exhibit in Colum 1, "2014," there's
a figure of $2,245,000. Does that represent
the estimated cost of the facility when this
anal ysi s was done?

(dark) That would have represented the

di rect cost w thout overheads at that tine.
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Q Ckay. And the direct costs are item zed
above that line into four itens. Do you see
t hat ?

A. (A ark) Yes.

Q Conpressors, Piping, Land and Contingency; is
that right?

A (A ark) Correct.

Q As you said, this nunber does not include
AFUDC;, is that right?

A Correct.

Q Coul d you expl ai n why AFUDC was not i ncl uded
in this nunber?

A (Hall) Yes. The original estinmate didn't
I ncl ude either AFUDC or over heads, otherw se
known as "burdens."” And the reason for that
is that, when a capital project is analyzed,
what we | ook at and what the tariff requires
that we look at is the direct cost only of
the facility to determ ne whether or not a
DCF analysis results in a positive nunber
based on the direct costs and the anti ci pated
revenue.

Q And what's the reasoni ng behind that?

A (Hal | ) Because when it cones to overheads, to
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the extent that you have sufficient revenue
to recover the direct cost of the revenue
requi rement associated with a capital
facility, overheads get spread over nore
therns, ultimately resulting in | ower
overheads for all custoners.

Q I s that another way of saying that the
over heads would be incurred in any event,
whet her or not this project went forward?

A. (Hall) Yes.

Q That's not true of AFUDC. Wuld you agree?

A (Hall) AFUDC will be incurred -- well, 1if the
proj ect doesn't go forward, AFUDC doesn't get
incurred. [|'lIl agree with you there. |If
there is no project, there is no AFUDC.

Q But if the project goes in service, there is
AFUDC. Wuld you agree?

A (Hall) Yes. Al AFUDC is, is carrying costs
while a project is under construction. Once
a project is used and useful, the direct
costs of the project plus those carrying
costs get put into rate base.

Q Ckay. And M. dark had nentioned that this

anal ysis | ooks at three different scenari os.
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And if | understand this spreadsheet
correctly, if | go down to the box starting
on Line 46, this lays out the three different
revenue scenarios that were presented to the
Commi ssion four years ago; right?

(Hall) Yes.

The first one is called "M ni nrum Take- or - Pay
Assumption Level ." Can you expl ain what that
i's, please?

(Cd ark) The Special Contract that was
approved has a provision that requires

I nnovative Natural Gas to take or pay for

m ni mum annual quantities of gas. |If on an
annual basis they do not neet those m ni nuns,
they are charged a true-up anmount for that
defi ci ency.

And | think, as you pointed out in your
rebuttal testinony, that requirenent goes
over the life of the contract; is that right?
(A ark) That is correct.

Is that 15 years?

(dark) 15 years.

Ckay. So is it a fair characterization to

say that, barring sone sort of bankruptcy or
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Q

sonet hi ng, that the Conpany could count on
those m ni num take or pay derivatives?

(d ark) Yes.

And it could be that i NATGAS nmay just stop
payi ng you, but that would be a breach of
contract situation.

(A ark) Correct. That would be considered a
breach. They would be in default, and we
woul d seek rei nbursenent through default

pr oceedi ngs.

Ri ght. And ny understandi ng was, and we
don't need to get into this, but there was
sone provision in the contract that protected
t he Conpany agai nst that eventuality.

(Cark) Are you referring to the escrow

agr eenent ?

Ri ght.

(A ark) Correct. The Innovative Natural Gas
was required to put a little in excess of
$1.3 mllion in an escrow account in the
event that they did not pay for their annual
take or pay mninuns for the first five
years.

R ght. But you would only get one or the
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other. You wouldn't get the take or pay and
t he escrow.

(Cdark) No. The escrow will be refunded as
they -- over the course of the five years as
they pay their take or pay m ni mumns.

Fair enough. So what's the second baseline
assunption? Wat does that represent?

(d ark) The baseline assunption was the

i NATGAS busi ness case of what they felt was
technically achievable at that point in tine
based on firm capacity in New Engl and on

pi pelines and the price of conpetitive fuels
i n New Engl and.

So those nunbers were provided -- those

vol unes were provided to you by i NATGAS.
(dark) Correct.

Ckay. And what's the third scenario? It's
call ed "Accel erated Sal es Assunption Level."
What does that represent?

(dark) That would represent the full growh
of the facility, and | guess you'd call it
the "rosiest" projections where oil and

pr opane and conpeting fuels were to even

increase in price in the delta between
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natural gas and those fuels increased at that
point in tine.
And you used the term | think, "full growth
scenari o." \What do you nean by that?
(Cdark) To achieve the 2 mllion annual
decatherns in that full-growh nodel, there
woul d have been an additional investnent
requi red on both parti es.
So this sheet then represents full growh
sal es.
(dark) The accel erated --
The accel erated --
(Adark) -- includes full growh. That's
correct.
Ckay. Now, you just nentioned the decat herm
nunbers. | get m xed up with decat herns and
MCF and MVBtus, soO --

(Court Reporter interrupts.)
So | want to go back to the take or pay,
which | think is the easiest one to
under st and.

Now, if | understand this correctly, the
m ni nrum t ake or pay provisions are based on

decat herm vol unes; is that right?
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A (d ark) Yes.
Q Ckay. And they're different. They're not
t he sanme for the 15 years; correct?
A. (A ark) Correct. Interval 1 is a two-year
period for the first two years.
Q Dd you say -- I"'msorry. \Wat?
A Interval 1. | believe the Special Contract
references Interval 1.
Q Yup.
A (Cdark) It's a two-year take or pay.
Interval 2 are the years three and four.
Interval 3 is the remaining termon the
contract, so that would be the |ast 11 years.
Q And coul d you give the volunes that are take
or pay vol unes?
A (Aark) I"'mjust checking to see if those
were redacted in the original docket.
(Wtness revi ews docunent.)
CHAl RVAN HONI GBERG O f the
record.
(Di scussion off the record)
CHAl RVAN HONI GBERG Al l right.
So we're back on the record. W're going to

adjourn for the day. Don't know as we sit here
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when the next tinme we'll be together is. But
the parties and Staff will work to figure out
whi ch of those days that we tal ked about early
in the day will be the date for resunption.
Anyt hing el se we need to do
bef ore we break?
[ No verbal response]
CHAl RVAN HONI GBERG Al l right.
We are adj our ned.
(Wher eupon the Afternoon Session of
Day 1 of the hearing was adjourned at

4:40 p.m.)
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