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[WITNESS: IQBAL]

PROCEEDI NGS

CHAI RVAN HONI GBERG. We're here
this norning to continue the EnergyNorth Gas
rate case. This is Day 6, | think, of the
hearing. M. Iqgbal is still on the stand. |Is
there anything we need to do before questioning
resunes?

[ No verbal response]

CHAl RVAN HONI GBERG Al l right.
M. Dexter, | assune you have the m crophone.

MR. DEXTER: Well, when we
finished Friday, | had asked M. Igbal a
question about his concerns with the nonthly
aspects of the weather -- I'"'msorry --
decoupling adjustnent that's incorporated into
t he settlenent, and he had answered a sentence
wth a lot of adjectives. And I'd like to ask
himto explain each of those adjectives, and
that would be ny final question.

AL- AZAD | QBAL, PREVI OQUSLY SWORN
DI RECT EXAM NATI ON (cont ' d)
BY MR DEXTER
Q So, M. lqgbal, do you recall the question

that we ended wth | ast week?

{DG 17-048}[Day 6 Heari ng]{03- 26- 18}
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[WITNESS: IQBAL]

Yes, | do.

Do you recall that we were tal king about the
nont hly adj ust ment aspect of the decoupling
mechani sm enbodi ed in the settlenent? You do
recall that?

Yes, | do.

And coul d you summari ze, briefly, the answer
that you gave. And then if you'd |like to add
sonething to those vari ous el enents of
concern that you laid out in those answers,
I'd like you to do that now.

Yes. The one-sentence answer | give is it's
i neffective, costly, unclear, unnecessary,
count er producti ve on the goal of energy
efficiency. And there are sinpler solution
of cash flow issue right now Let's start
with ineffective.

Now, the whole idea of this nonthly
adjustnment is to give the custoner sone cash
fl ow benefit, that they will get sone noney
when the bill is higher. But if | renenber,
one of our question to the Conpany w tness
was that, when we are doing it, how nuch cash

fl ow problem we are actually addressing. |If

{DG 17-048}[Day 6 Heari ng]{03- 26- 18}
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[WITNESS: IQBAL]

you | ook at Conpany side, it's addressing
al nost all of their cash flow i ssue because
all their revenue is com ng fromdelivery
rate. But on the custoner side, the cash
flowis alnost | ess than 2 percent of their
whol e nonthly cash flow. So, to address

sonebody's, one party's 100 percent cash fl ow

and ot her party's 2 percent -- if you want ne
to explain why |I'm saying 2 percent, | can
explain -- but the whole idea is that it

doesn't hel p any custoner.

There i s another reason why it doesn't
hel p, that even that 2 percent, their
expenses on gas bill, 50 percent of that is
fixed cost. So we are addressing actually
one percent of their cash flow issue. And we
are saying that we are doing the sane thing,
addr essi ng Conpany's 100 percent cash fl ow
I ssue and custonmer's 1 percent cash fl ow
I ssue. And we are going through all of these
hurdl es i n between.

Second of all, the way we are giving it,
if you ook at Exhibit 61, that is the bill.

It is totally uncertain for the customer that

{DG 17-048}[Day 6 Heari ng]{03- 26- 18}
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[WITNESS: IQBAL]

how much or whether they wll get a charge or
a refund, because all depends on the weat her.
And custoner cannot plan on this particul ar
cash fl ow benefit, so which is uncertain,
totally uncertain, even if they don't know
percent age-w se what that percent m ght they
get back or m ght they have to pay. So how
does this -- it is another |ayer of
uncertainty you are putting on the custoner
and saying that it's good for you.

Anot her issue is -- that's another
related to regul atory issue. Conm ssion's
practice is to let the custonmer know exactly
how nmuch they are going to pay for each unit
of their usage. | couldn't find any instance
where it is fluid-like, this item nornmal
weat her adj ustment. Conmm ssion doesn't know
what iIs going to happen next at the end of

the nonth. Conpany doesn't know.  Custoner

doesn't know. So it's alnost |like we are
giving a totally uncertain -- approving
totally uncertain itemin their bill and

saying that that could help them

And anot her issue, | think Conpany
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[WITNESS: IQBAL]

W tness, M. Therrien, actually pointed out
five reasons why we should not be doing it.
And one of their solution he provided is
we'll talk about it, Conpany and Conmi ssi on,
and customer will be educated on this issues.
But if you | ook at those problens, those are
beyond custoner issue. Those are regul atory
I ssue. Those are audit issue. Those are not
just talking to the custoner and does not

sol ve those things.

And it is unclear, as | said. | just
explain howit is unclear. |It's unclear for
the Conpany, it is unclear for the regul ator,
it is unclear for the custoner. And let's
| ook at it as custoner point of view

The custoner mght get a refund or a
charge in two different nonth, dependi ng on
the weather, if they use the sanme anount of
energy or gas, because if one nonth the
weat her is colder, if they use 100 unit, they
m ght get a refund. And the next nonth, for
any -- let's assune that they are using sane
anmount, 100 unit. They m ght get a charge

because it was hotter than the nornmal. So

{DG 17-048}[Day 6 Heari ng]{03- 26- 18}
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[WITNESS: IQBAL]

it's totally confusing for the custonmer, and
there is no way they can predict it.

M. lgbal, did you have additional concerns
about the weather -- about the nonthly

weat her - normal i zati on aspect of the
decoupl i ng proposal ?

Yeah, |I'm | ooking at ny notes. Yeah, | have
a coupl e.

The point | was nmaki ng, that
currently -- if you'll renenber, Conpany
W t ness actual ly tal ked about the budget
billing. Budget billing actually takes care
of all uncertainty for the custoner because
t hey know exactly how nuch they are payi ng
each nont h.

The reason behind -- the position from
the Conpany witness is that it blunts the
energy efficiency price signal. And on
Friday | said how!l -- | tal ked about how
price signal is reversed in their proposal
And here, the budget billing, we are not
pr oposi ng the budget billing should be
mandat ory, everybody should go through this

budget billing.

10
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[WITNESS: IQBAL]

You are not proposing that.

No, we are not proposing that. W are saying
what budget billing does, gives the custoner
to deci de what they want to do, how much risk
tol erance they have. And based on that, they
can go for budget billing or they can go for
nonthly. And if you | ook at the

partici pation of budget billing, it's | ower

t eens percent age.

So, fromthe -- if you | ook that way,
that will be argunent that budget billing
actually danpen the price signal, is not

really that effective because nost of the
customer are not going for budget billing.

So it all depends on the risk tol erance. And
not only that, they can choose that way they
want to go, through budget billing or not.
Here, we are forcing everybody to go through
this confusing nechanism |[|If Conpany is
proposi ng that we want to give the custoner
to choose that, hey, this is a good idea, you
can choose this nethodol ogy which m ght help
your cash flow. Here, they're not giving

that option. They're forcing everybody to go

11
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[WITNESS: IQBAL]

12

t hrough this confusing -- which, at Conpany
level, it is confusing for them it is
conplicated for them And they are forcing
everybody, every custoner to go through this
weat her - nor mal i zati on adj ust nent.

So | have -- the idea of budget billing
Is giving us option, and here we are taking
away their option and introducing a confusing
rate nechanism And it is costly. Even the
Conpany said it will take at |east $50, 000.
That's not the only cost. Think about the
custonmer. They have to spend a lot of tine
just to understand what is going on there.
Thi nk about the auditor, because it is
movi ng. Actually, effectively, the delivery
rate, the distribution rate is noving for
each custoner each nonth. It's not a fixed
rate anynore. Effectively, it is noving for
each custoner each nonth, and it al so depends
on when the bill was rendered, how many cold
days were there, how many warm days were
there. So it is alnobst inpossible for any
pr of essional auditor -- sorry -- auditor to

figure it out what is happening. Ri ght now,
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[WITNESS: IQBAL]

Conpany has a levelized billing system They
don't have the budget billing. They have a

| evelized billing. Wat they do, | think --
if I'"mwong, Conpany can correct ne -- that
t hey do three nonths' averagi ng of custoner's
bill. And just introducing these
conplicacies into this budget billing, from
ny -- what | know about this, fromny

col | eagues around here, that the budget
billing participation went down because it's
not a fixed nunmber anynore. So people are
not confortable about it.

And | think the last part 1'lIl make --
let's think about this: |If this type of
mechani smwas i npl enented in any ot her
consunption situation, like let's say a
restaurant, okay. These are our rates for
these things, for these food. If we sell
nore food, you m ght get sone noney back.

But if we sell less, we'll charge you nore.
Wul d anyone go to that restaurant?

Everybody wants | think -- and here, we are
i ntroduci ng uncertainty for every custoner.

I think the counterproductive issue we

13
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[WITNESS: IQBAL]

14

t al ked about Fri day, when we expl ai ned that

It goes against the idea of price signal, it
wll reward nore consunption than | ess
consunption and --

So, M. Iqgbal, if you ve got an additi onal
point, 1'd ask you to nake that now rather

t han repeat anything you' ve al ready sai d.

And if you've conpleted, then I would ask you
to just nmake that final coment right now.
The final coment | have, that during the

di scussi on of Conpany w tness, they talked
about that -- even | repeated it on Friday at
the end of ny testinony -- that the
settlenent elimnated weat her for the Conpany
and for the custoner. It doesn't. It
elimnates the weat her for the Conpany
because, renenber, we tal ked about the cash
flow for the Conpany is 100 percent. Beyond
that, they -- if we |ook at the issue that
Conpany has with custoner as a conbi ned unit,
yes, it does, because Conpany cannot keep the
nmoney they over-collect, or they have to --
or the custoner has to pay for the

under -col | ecti on. But that's not the risk
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[WITNESS: IQBAL]

of -- that's the risk Conpany face. But the
custoner doesn't face that. Custoner, even
if you do a sanple survey in this room al
t hese regul ators and all these professional
t here, | can guarantee you that nost of us
don't know how much Conpany nade | ast year
what was the revenue | ast year for the
Conpany. So the reality, the risk reality
for the Conpany is -- for the Conpany is
reflected here, but the risk reality for the
i ndi vi dual custoner is not the sane. They
still have to pay for nore every nonth.

And we have another winkle into that.
But the question is that how do you -- what
woul d be the equival ent for the Conpany risk
reducti on and the custoner risk reduction?
That will be Conpany's revenue by custoner is
based on nornalized sales for the test year.
Equi val ent to do the same risk reduction for
t he custoner, the Conpany have to set
normal i zed uses for each custoner during this
part of the test year because they know their
usage. And they can nornalize that usage and

can tell custoner that every nonth,

15
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[WITNESS: IQBAL]

16

generally, you use 100 unit, and nornalized
use is 105, and this would be your rate. And
that will be the fixed for the rest of the
period. And it will be reconciled when
Conmpany woul d be reconciled at the end of the
year, whet her overall they over-collected or
under-collected. In this case, custonmer wll
have the sane idea that, okay, we fix -- we
knew exactly how we have to pay it, how nuch
we have to pay each nonth based on ny
nornmal i zed usage on test year. So at the end
of the year, we can reconcile that. So in
that case, we are doing the sane for the
utility and sanme for the custoner. W thout
that, the current proposal doesn't reduce
custoner's risk. But we are not proposing
that. The Conpany is not proposing that.
That's another issue -- that's a total
different inpact for the goal we are going
for the decoupling and energy efficiency. |

t hi nk that concludes ny --

Ckay. Thank you, M. Igbal.

One last one. | can -- | apologize. This is

t he | ast one.
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[WITNESS: IQBAL]

During the Conpany w tness, M. Johnson
tal ks about that there is a difference
bet ween el ectric conpany and gas conpany.

El ectric conpany is saturated. There is no
conpetitor who can deliver electricity -- in
the future, if by chance, there are
distributed electric system if it cones
fruitful.

For the gas conpany, they have
conpetitors. So, taking away weat her-rel ated
risk for gas conpany is giving a upper hand
for the gas conpany conpared to the
conpetitors because they still have to face
that, weigh the risk.

And those conpetitors that you' re referring
to are oil and propane conpani es --
Whoever is conpeting with the Conpany.

So what we are doing, that we are giving
up our hand for the gas utility, taking away
t he weather-related risk, and we are not
doing that for the other conpetitors. Wat
wll that do? It will hanper free market.

It is against the whole idea of free market

conpetition, which will make utility nore

17
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[WITNESS: IQBAL]

18

efficient. |If we are giving them upper hand
conpared to the conpetitor, they will nore or
|l ess to be efficient. In the optinal
mar ket -- Dr. Johnson actually tal ked about
it. The market will not be optimal. It
applies to that, too, that the market w ||
not be optinmal for particular heating narket.
Heating fuel wll not be optiml because one
party has a upper hand because they don't
have to face weather-related risk, but al
the other parties have to deal with it.
t hi nk that concl udes ne.
Thank you, M. Igbal.
MR. DEXTER: Staff has no further
questi ons.
CHAI RVAN HONI GBERG M . Sheehan.
MR SHEEHAN: |'Il defer to the
OCA to cross on the topic of decoupling, and I
will ask M. Igbal questions on the training
center.
CHAI RVAN HONI GBERG  Okay. So
are you going to do training center?
MR. SHEEHAN: M. Kreis asked to

go first.
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[WITNESS: IQBAL]

CHAl RVAN HONI GBERG. M. Krei s.

MR. KREI'S: Thank you, M.
Chai r nan.

CRGOSS- EXAM NATI ON

BY MR KREI S:

Q
A

Q

Good norning, M. Igbal.

Good nor ni ng.

I'd like to start with your witten prefil ed
t esti nony.

Let me get ny -- yeah, | got it.

Ckay. Begi nning on Bates Page 8 of your
prefiled testinony, you trace the history of
revenue decoupling at the New Hanpshire PUC,
and you noted that the Comm ssion first

consi dered that issue in Docket No. DE
07-064. That was an investigation of energy
efficiency rate nechani sns; correct?

Yes.

And you would agree that the result of the

I nvestigation was that the Comm ssion cl osed
t he docket and determined that it would
handl e rate design issues related to energy
efficiency on a conpany-by-conpany basis?

Yes.

19
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[WITNESS: IQBAL]

The docket, you would agree, didn't claimto
be an overall exam nation of rate design

I ssues, just an exam nation of the question
of what nechani sns might best facilitate the
obj ectives of what were then known as the
CORE Energy Efficiency Progrant

Yes. One of the objectives was that one you
just nentioned.

Were there any other objectives in that
docket ?

| don't have that in front of ne, so |

cannot -- but there mght be. But | cannot
tell you that there is at this tine.

As you testified on Friday, in its final
order in that docket, DE 07-064, the

Commi ssi on di scussed the i ssue of decoupling
in the context of what it mght or m ght not
do for the objective of energy efficiency.
Yes.

Wul d you agree with ne, subject to check, by
readi ng Pages 20 to 22 of that order, that

t he Comm ssi on observed, back in 2009, that
there were three possi bl e approaches to

revenue decoupling: Performance incentives,

20
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[WITNESS: IQBAL]

rate design by nore accurately aligning the
Conpany's actual fixed costs wth a fixed
charge conmponent of rates, and a so-call ed
rate-reconciling adjustnent nechani snf?

Yes.

And woul d you agree that in this case, the
settlenent called for the last of those three
options, a rate-reconciling adjustnent
nmechani sn?

Yes.

And woul d you al so agree, subject to check

t hat when the Conmm ssion di scussed the
possibility of a rate-reconciling adjustnent
mechani sm one of the possibilities that the
Comm ssion referenced in that order was a
so-cal |l ed "conprehensi ve nodel "?

| guess so.

And woul d you al so agree that the Conm ssion
descri bed this conprehensive nodel as
"pertaining to all or nearly all sales vol une
fluctuations, such as volune fluctuations
associ ated with energy efficiency prograns,
pri ce changes, weat her changes, econom c

fluctuations," et cetera?

21
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[WITNESS: IQBAL]

22

Subj ect to check, yes.
And is that in fact what the settl enent
agreenent calls for the Conm ssion to approve
her e?
"1l just |look at ny --

MR KREIS: M. Chairman, |I'm

trying to ask "Yes" or "No" questions here.

BY MR KREIl S

Q

Is that in fact what the settlenent agreenent
calls for here, a conprehensive approach to
revenue decoupling?

It is a conprehensi ve approach, and we are
tal ki ng about nerits of that approach.

To your recollection, did the Comm ssion

i ndi cate, back in 2009, that it didn't |ike
or would not approve or review with any

particul ar skeptici sm such a conprehensive

appr oach?
| don't recall if they approve or disapprove.
But | understand that was a generic docket.

But as you note in your testinony here, and
" mtal ki ng about your prefiled testinony
agai n, the Comm ssion said, back in 2009,

that there could be a potential to
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[WITNESS: IQBAL]

I nappropriately shift risks from sharehol ders
to custoners.

Can | refer to which line you are talking
about in ny testinony?

' mtal ki ng about Page 22 of the Comm ssion's
order back in Docket No. 07-064. And, you
know, | guess | can nove on because the

Conmm ssion can | ook back at that order.

Wul d you agree that this risk shifting
that we're tal king about kind of curved
because of reduced earnings volatility?

Can you el aborate what do you nean by "risk
earnings volatility"?

Well, | mean that | think it's fair to say

t hat sharehol ders prefer stabl e earnings

rat her than vol atil e earnings, and

shifting -- stabilizing the revenue streamto
t he Conpany through revenue decoupling could
have the effect of reducing earnings
volatility by providing a steadi er stream of
earnings that the utility can pay out to
sharehol ders. That's what | nean.

What | understand, the Comm ssion has to

decide on the return, reasonable return,

23

{DG 17-048}[Day 6 Heari ng]{03- 26- 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: IQBAL]

24

opportunity to do -- achi eve reasonabl e
return. That could be achieved different
way. But the way you are describing here is
it mght be one of the way. But there is

no -- fromny perspective, fromwhat | know,
there is no principle which says that

Conmmi ssion has to provide a certainty that
utility would get certain | evel of return.
Ckay. The next event that you discussed in
your history of revenue decoupling in your

prefiled testinony is Docket No. 15-157.

Yes?
Yes, 137.
Yes, 157.

It's 37 | think.
CHAI RVAN HONI GBERG One

thirty-seven.

BY MR KREIl S

Q

Yes, Docket No. 15-137. That was the docket
in which the Comm ssion adopted the Energy
Effi ci ency Research Standard; correct?

Yes.

Did you skip over any piece of history when

it cones to revenue decoupling here in New
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Hampshi re?
I mght. But this is what | found. M

testinony talks -- actually explain itself.
There m ght be other instance | mssed. |It's
possi bl e.

Well, are you famliar wth Docket No. DG
10-017, the EnergyNorth rate case filed in
2010 by this Conpany's former owner, Nati onal
Gid?

Il'"mnot sure | was involved in that docket,
but - -

| didn't ask you if you were involved in that
docket. | asked if you recall that that
docket happened.

| guess so. | haven't reviewed that.

Ckay. Do you recall the Conpany proposed

t heir revenue decoupling plan in that docket?
| just said | didn't review that, so |I cannot
recall which | didn't review

So you woul dn't renenber that Staff filed
testinony in response to that decoupling

pr oposal ?

Again, | didn't reviewthat.

And you wouldn't recall whether the Staff
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W t nesses, M. Naylor and M. Franz,
expressed fundanental objections to the whole
concept of revenue decoupling?

| didn't review that. But that's possible.
So do you recall how the decoupling issue got
resolved in the 2010 rate case?

MR. DEXTER | would object to
the question. The wtness has stated four tinmes
that he did not review that docket in preparing
his testinony. |If M. Kreis wants to include
this in a closing statenent, | think that would
be a nore appropriate place to review Conm ssi on
pr ecedent.

CHAI RVAN HONI GBERG M. Kreis,
now you got me interested. Ask himif it would
surprise himif the Conmm ssion resol ved the
I ssue as foll ows.

MR. KREI'S: Thank you, M.

Chai r man.

BY MR KREIl S

Q

Wuld it surprise you if you were to discover
that in the 2010 EnergyNorth rate case, the
Conmpany withdrew its decoupling proposal,

settl ed the case and then noved out of New
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Hampshi re?
MR. SPEI DEL: Badgering the
witness. This is ridiculous. [|I'msorry.
CHAI RVAN HONI GBERG M . Spei del,
that's out of order. M. Dexter knows how to

protect his witness if he feels it's inportant.
M. Kreis is entitled to nake his point through
cross-exam nation. Thank you.

Can you repeat your question, please?

BY MR KREI S:

Q

| asked if it would surprise you if you were
to discover that at the conclusion of --

wel |, that Docket nunber... |let ne get back
to the docket nunber -- Docket No. DG 10-017
was resolved with the respect to decoupling
by the Conpany wi thdrawi ng its decoupling
proposal, settling the case and then | eaving
t he state.

If you are saying that they settled, and
because of decoupling they |left the state,
I'"mnot sure if you have substantial support
for that. There m ght be other issue, |ike
rate of return and all other issue. And

m ght have internal issue. But if there is

{DG 17-048}[Day 6 Heari ng]{03- 26- 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: IQBAL]

no study or no investigation, wthout any

i nvestigation | cannot agree to your
concl usi on.

Fair enough. But wouldn't it be fair to say,
| ooki ng back at that docket and everything
el se that has ever transpired here with
respect to revenue decoupling, that in
contrast to the Conmm ssion, which has

expr essed open-m ndedness about decoupli ng,
t he agency's Staff has historically been
opposed to the idea?

The first part of your question that has
concl usi on you actually draw from your
readi ng of that history. But yes. The
second part, yes, | was involved in the

el ectric division before we dealt with energy
efficiency and decoupling. [It's consistent
wth the Staff position that decoupling is
not a good i dea.

Ckay. Now let's take a | ook at Docket No.
15-137, the Energy Efficiency Resource
Standard. And as | said, that is the docket
in which the Comm ssion approved the concept

of an Energy Efficiency Resource Standard.

28
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Yes?

Yes.

Wul d you agree that the essence of an Energy
Ef fi ci ency Resource Standard is that the
utilities, as the adm nistrators of

r at epayer-funded energy efficiency prograns,
commt to achieving a specified percentage of
reduction in their sales as a result of those
prograns?

Yes.

And you would al so agree that this creates a
problem for utilities when their revenue is
directly tied to how nany units of
electricity or natural gas they sell?

Yes and no, because there are nodels in
different states. Wen you're forcing a
utility to go against their own interests
selling nore and asking themto denand
sonething in that regard, yes, they have a
reasonabl e concern that they should be able
to have a reasonabl e opportunity to get their
return on their investnent. But the rest of
your question is conclusion you draw from

your perspective.
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Docket No. DE 15-137 was resolved by a

settl enent agreenent. You would agree with
me, would you not, that the settl enent
agreenent at | east assunes that the so-called
"t hr ough-put incentive" is sonething that
needed to be addressed, and it addressed that
i ssue by adopting what is known as a "Il ost
revenue adj ustnment nechani snmi'?

What do you nmean by "t hrough-put incentive"?
I mean that the fundamental objective of
decoupling is to elimnate the incentive that
utilities have to maxi m ze the nunber of
units of either electricity or natural gas
that they sell to custonmers as they seek to
obtain or nmaxim ze return on sharehol der

I nvest ment .

Can you refer to which particular |ine of
this order actually tal ks about through- put

I ncentive?

M. Igbal, I"mafraid it's ny job to ask the
questions and your job to answer.

Ckay. Wthout reviewing that order, | cannot
agree with that, because through-put

i ncentive is not the concern of the
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Conmmi ssion. Conmmi ssion has to provide
reasonabl e opportunity to get a return on
their investnent.

So your testinony is that what | just

descri bed as the "through-put incentive" is
not sonething that the Conm ssion should be
concerning itself wth?

As | ong as Conm ssion -- Conm ssion can do
what ever Comm ssion wants to do. | cannot
tell Conmm ssion what they want to do. So if
you're saying that there is a limt of what
Comm ssion can do, | cannot -- | think that's
above ny pay grade.

You're famliar with the | ost revenue

adj ust ment nechanismin Docket No. 15-137.
Yes?

Yes, | do.

Woul d you agree, yes or no, that the | ost
revenue adj ustment nechanismis itself a form
of revenue decoupling, that is, wth respect
to the energy efficiency programs, the
connecti on between sal es and revenue is
severed, at |least to sone extent?

| think that is not the case, that there is
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not separate sales and revenue. It is |ost

revenue recovery -- LRAMitself is

sel f-explanatory. There is nothing to add to

that. Lost -- | nention that |ast tine, yes.
MR DEXTER: Lost revenue

adj ust mrent nechani sm

Yeah, | ost revenue. And when you are tal king

about | ost revenue, it doesn't nean that

revenue should be stabilized. |It's that

because of the policy decision, they are

| osi ng sone revenue. Conmission is going to

address that. But that doesn't nean that it

has to -- the Comm ssion has to address the

overall revenue and the sal es.

BY MR KREI S:

Q

Wul d you al so agree that as part of the
approved settlenent in Docket 15-137, each of
the electric and natural gas utilities agreed
to make a proposal to replace the | ost
revenue adj ustnment nechani sm w th sonet hi ng
better in a future rate case?

| do. And | also know that Staff position
was that | ost revenue recovery nethodol ogy

goes one way. It's not symetrical. And

32
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that's the only reason, fromny recoll ection,
that Staff actually added a decoupling
mechani sm whi ch woul d be symretrical both
way. This |lost revenue recovery, | think M.
Johnson and M. Therrien al so addressed t hat
Issue, that it is only one way that it

I ncrease their revenue. But when they
over-collect, it doesn't get to cone back to
t he custoner. That's the weakness of the

| ost revenue recovery nethod. And
decoupl i ng, the beauty of decoupli ng,
dependi ng on how you are doing it, that
concern is elimnated.

M. lgbal, when Liberty proposed decoupling
in this docket, would you agree that the
Conpany actually did that ahead of the
schedul e required by Docket No. 15-1377?

Yes.

In your prefiled testinony, you said at

Bat es Page 11, and |' mreadi ng now, "The

Conpany' s proposal adjusts for all inpacts on
revenue -- e.g., the econony, energy
efficiency, weather, et cetera -- which is

wel | beyond the efficiency and

33
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conservation-rel ated sales reductions. It
also elimnates all risk, except the risk of
managenment inefficiency." And it's fair,
having listened to your testinony on Friday
and again this norning, it's fair to say that
you have the sane objection to the nodified
proposal reflected in the settl enent
agreenent. Yes?

It's actually nmade worse because of the

nmont hl y adj ust nent .

Ckay. And woul dn't you agree that
"inefficient managenent,"” as you use that
termin your prefiled, is precisely what the
Staff is trying to get Liberty to focus on,
given all the concerns in various proceedi ngs
t hat have been pendi ng here about poor

pl anni ng and cost overruns?

That's one of our concern.

And when you tal k about risks being shifted
from sharehol ders to custonmers in a nmanner
that you don't |ike, you've tal ked about the
weat her risk. \What other risks are we

t al ki ng about ?

Li ke inflation.
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(Court Reporter interrupts.)
Inflati on one of the risks they have. That's
one of the exanple. There could be other.
I'"mnot trained economst. There is |ots of
econom sts. They can find out there m ght be
ot her econom ¢ conponent which is not
i ncluded in the proposal.
So the one that you thought of is inflation.
Is the way that the settlenment treats that
ri sk symetrical or asymmetrical ?
Inflation, just |ike weather, everybody faces
the sane inflation. So, symmetrical, in the
sense they are facing sane inflation inpact
on custoner facing that and the Conpany is
facing that could be totally different.
You said at Bates 11 of your prefiled
testi nony that the original Conpany proposal
was fl awed because it does not
weat her-nornal i ze their revenue adj ustnents,
and you recomended weat her nornali zation so
that the risk of col der or warner
tenperatures will stay with the Conpany.
Aren't col der tenperatures actually a benefit

to the Conpany by increasing their
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di stribution revenue?

Under what rate nechani snf? Depends on

r at emaki ng.

So nmy question was, don't col der tenperatures
provide a benefit to the Conpany under the
current rate nmechani sm by increasing the
Conpany's distribution revenue?

Yes, | agree with that. But they have no
policy actually of address or related to that
weat her-rel ated revenue increase. There's
not any policy for that increase or decrease.
So your answer to ny question is "Yes."

Yes.

And your proposal, which invol ves

weat her-normal i zi ng the revenue adj ustnent,
sinply takes weat her out of the revenue
decoupl i ng process. Yes?

Yes.

And if | understood your testinony on Friday
correctly, the reason you want to do that is
t hat you believe that weather effects are an
entirely separate matter fromthe revenue

| ost to ratepayer-funded energy efficiency.

Exactly. And | added the conpetition --
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MR KREIS: M. Chairman, it
would help ne if you would instruct the wtness
to answer ny "Yes" or "No" questions with the
word either "Yes" or "No."

CHAl RVAN HONI GBERG Wl |, he did
give you a "Yes" or "No" to that one and then
wanted to add sonmething. And as a general
proposition, that's okay. | think thus far,
notw t hst andi ng sone concerns earlier, the two
of you seemto be commnicating fairly well with
each other. So I'mgoing to allow himto
conti nue.

MR. KREI'S: Okay.

Can you repeat your question?

BY MR KREI S:

Q

Well, you testified on Friday, and | just
want to make sure |'m understanding you, is
the reason you want to sort of drop weat her
out of the revenue decoupling equation
altogether is that weather is an entirely
separate natter fromthe revenue lost to

r at epayer - f unded energy efficiency?

Yes.

And you think the Conpany should -- or you
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t hink the Comm ssion, that is, should confine
any decoupling plan it adopts to sinply

addr essi ng the objective of all
cost-effective energy efficiency.

That's up to the Conm ssi on.

But |I'mtal ki ng about what your
recommendation to the Coommssion is. And if
| understand it correctly, you think the
Comm ssion, to the extent it is willing or
interested in adopting a revenue decoupling
pl an, it should confine the revenue
decoupling plan's objectives to correcting
for the effect of ratepayer-funded enerqgy
efficiency.

The way we -- the proposal from our
perspective, not only the ratepayer-funded
energy efficiency, it takes care of other
energy efficiency, standard change, econom c
change, everything. So we are not saying
that -- if your question is that our proposal
not to go beyond the ratepayer-funded energy
efficiency program that is not our proposal.
M. lgbal, are you famliar with the

Regul at ory Assi stance Project?

38
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Yes, | think we had a report with Friday.
Woul d you agree that the purpose of the
Regul atory Assi stance Project is to provide
unbi ased advice to regulators, state
regulators in particul ar?

| don't know about their goal or policy or

t hei r mandat e.

Are you aware that the Regul atory Assi stance
Proj ect has an active advisory relationship
wi th the New Hampshire PUC?

I don't know. Maybe.

I'd li ke to have you | ook at Exhibit 59,
which is the Revenue Decoupling Qi de that
has al ready been narked.

| got it.

Ckay. Just | ooking at Page 35 of Exhibit 59
of the Revenue Decoupling Guide, would you
agree with ne that it says there on Page 59
[sic], and |I' mreadi ng now, "Sone states have
preserved the existing burden of weather risk
i n a decoupling environnent by

weat her-nornmal i zi ng actual unit sales before
conmputing the new price under limted

decoupling. This has the effect of fully
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exposing the utility and its custoners to

weat her risk."

A Whi ch page?

MR. DEXTER: Can | ask the
Consuner Advocate what page he's reading fronf
| thought he said Page 59.

MR. KREI S: I know I said Page
35.

CHAI RVAN HONI GBERG I think he
said 35. And I, too, would like to be directed
nore precisely to where on that page you want us
all to | ook.

MR. KREI'S: You have to give ne a
second because | am-- okay. |I'mreading from
t he paragraph that is one, two, three paragraphs
up fromthe bottomof that page. Sorry. |
extracted that little excerpt in ny notes and
then I wasn't working fromthe exhibit nyself.

CHAI RVAN HONI GBERG ~ So, the
second |line of that paragraph, the sentence that
starts, "Sonme states have..."

MR KREIS: Yes, exactly.

BY MR KREI S:

Q Ckay. So you woul d agree that the Reqgul atory
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Assi stance Project in that little analysis
there i s discussing risk that accrues to both
custoners and the utility.

Yes.

So if the Conpany were to -- or if the
revenue decoupling plan approved by a

Conmi ssion were to take weat her risk away
fromthe Conpany, that would also tend to
stabilize the earnings of the Conpany; woul d
it not?

Yeah, any risk you take away from anyone's
earning, that wll stabilize their earning.
Yes. So that would al so potentially help
custonmers, to the extent the Conpany becones
| ess risky, which would allow a | ower return
on equity and al so perhaps the Conpany to
adopt a nore | everaged capital structure.
Yes?

That's a possibility. But if you | ook at the
experience of decoupling, full decoupling,
there is no support that it reduces the rate
of return. Just |like you have testinony in
t his docket and sone ot her dockets that --

and the whol e idea, you are saying that we
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have to stabilize, and risk reduction wll
hel p the customer. These are subjective
matter. It mght, it mght not. And it

m ght have other effect we haven't talked
about right now

So you agree that it could justify a | ower
return on equity. And could it also justify
a nore |l everaged capital structure because it
woul d be easier for the Conpany to borrow
nmoney if it adopted a revenue decoupling

pl an?

That woul d help for |ots of other reason,
too, not only revenue decoupling.

Ckay. Looking at Page 45 of Exhibit 59 -- |
just have to | ook where on the page |I'm
readi ng from because, again, | extracted ny
quote into ny notes.

Il think it's 12.3.

So you would agree with ne, at the end of
12.3 it says, "Decoupling mtigates earnings
risk for utilities and expense risk for
consuners, nmaking both better off, and in the
process it creates the earnings stability to

justify a |l ower overall cost of capital which

42
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reduces absolute costs to consuners.” You
don't necessarily agree with that statenent?
No, | don't.

Are you --

| explain that this norning.

Are you aware of the recent decision in Mine
about Northern Utilities granting that
utility a 9.5 percent return on equity?

' mnot sure we can di scuss that because the
settlenent we are tal king about -- oh, you're

t al ki ng about Mai ne?

Yes.

MR. DEXTER: Northern Utilities
I n Maine.
Ch, | didn't review that order.

BY MR KREI S:

Q

But you have reviewed the agreenent in this
case, the settlenent agreenent, and you know
and agree, right, that the settl enent
agreenent here calls for return on equity of
9.4 percent.

Yes.

Wul d you agree that sone of the sharehol der

benefits of revenue decoupling, as a result
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of this risk mtigation, mght only becone
apparent over tine and that it could take
several years to reflect the effect of
revenue decoupling in the Conpany's return on

equity or its capital structure?

That's, | think, what your w tness al so

di scussed about it. But revenue decoupling
iIs alnmost 15 years old. If it is not still
internalized, | don't know why it woul d be

i nternalized, because every tine we are

| ooking at rate of return, we are | ooking for
siml ar conpani es, whether those are
decoupl ed or not. And as you can see from
your W tness on revenue requirenent --

sorry -- rate of return and our w tness on
rate of return, it seens like it didn't nove
at all.

Are you famliar with how the settl enent
agreenent pending here treats the Conpany's
fi xed charges?

Yes, | am

And you would agree with me that the
settlenent calls for noving the Rl and R3

fi xed charge to $14.88; correct?

44
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A Yes.

Q And that's actually $2 |lower than the current
Rl cust oner charge.

A Yes.

Q And t hat conpares rather favorably, would you
agree, to the Conpany's original proposal of
a fixed charge of $21.50 for Rl custoners and
$25.50 for R3 custoners?

A Tal ki ng about favorable for the Conpany or
t he custoner?

Q Well, I'mthe Consuner Advocate, so I'm
tal ki ng about favorable for the consuner.

A I cannot presune that because sone of your
position in this docket actually goes agai nst
consuner interests. So that's why | was
aski ng.

MR KREIS: M. Chairman, | would
ask that that response be stricken fromthe
record.

CHAI RVAN HONI GBERG I think you
invited that response, M. Kreis.

BY MR KREI S:

Q Wul d you agree that higher fixed charges is

anot her form of revenue decoupling because it
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| oosens the connection betwen sal es and
revenue in an asymmetrical way that is
favorable to the Conpany?

Yes.

So, could you -- or could one reasonably
conclude that, to the extent a decoupling
pl an reduces risk to sharehol ders, reducing
fi xed charges builds some of that risk back
in?

I think the fixed charge on the schene of
decoupling is a conponent. But crediting all
this benefit of decoupling on the fixed
charge changes m ght be overdoing it.
Finally, with respect to weat her adjustnent,
you woul d agree, would you not, that the
Conmpany's current rate design

weat her-normal i zes di stri bution revenue by
maki ng adj ustnents twi ce a year?

When you are tal king about "twi ce a year,"
what do you nean by that?

Well, | mean the Conpany

weat her-normali zes -- there is already a
weat her adj ustnment process in the Conpany's

current rate design.
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Yes. Can | go back to that? Wat her
nornalized to centigrade, but afterwards
not hi ng happens.

Yes. You' re aware that Paragraph L of the
settl enent agreenent requires, not permts,
but requires Liberty to cone back in for a
rate case in 2021, if not sooner?

As long as | renenber, yes.

And woul d you agree with me that the

Comm ssi on could reasonably conclude that the
reason for such a requirenent is to provide
an opportunity to re-exam ne the decoupling
mechani sm adopted here, in the event it
provi des unreasonably large windfalls to
shar ehol der s?

| don't think that particul ar aspect of the
settl enent actually does that. Every tinme
Conmm ssion review a rate case, they can do
t hat assessnent at that tine.

When t he Conpany cones back for that next
rate case in 2021, if not sooner, would the
PUC be free to abandon decoupling or change
it conpletely in that rate case?

That's up to the Conm ssi on.
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So could the Comm ssion reasonably concl ude
now t hat the decoupling plan in the

settl enent agreenent is sonething of an
experi ment ?

| reviewed the decoupling docunent. Nowhere
in any of the testinony or any of the w tness
actually nention that, that this is a test
case.

I n your testinony on Friday and then again
this norning, you nentioned price signals.
And | think I heard you say that you don't

i ke real-time weat her nornalization because
it woul d encourage custoners to use nore

nat ural gas when the weather is colder than
normal, which is just when you would want to
send themthe price signal that rem nds them
to conserve nore. Did | get that right?

It will give that indication of when we are
sayi ng that when you use nore, you m ght get
the credit back.

Do you have any evi dence that natural gas
custoners who use natural gas for heating
respond to price signals in that fashion?

Ever ybody respond to price signal.
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Do you have actual evidence that everybody
responds to price signals?

That's basi c econom cs.

Basi ¢ economni cs?

Yes.

Basi ¢ econom c theory.

Yeah.

Do you agree that, to the extent custoners
respond to price signals, the response is a
function of the overall cost of the service
t hat they receive?

Yes, exactly ny point you are naki ng when you
are saying that this adjustnment doesn't make
sense. It doesn't stabilize the custoner's
cash flow.

So, in other words, custoners woul dn't

i sol ate one charge on the bill and decide
that that's the price signal they' re going to
respond to.

Custonmer mght. That's why all this
information we are putting in the bill, so
custoner can review those and take that
decision. So you're saying the customer is

not reviewng this particular itemin their
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bill? 1 don't agree with that.

Did you hear M. Therrien and Dr. Johnson
poi nt out the other day that comodity
charges will still go up in response to cold
weat her -- that is, the commodity charges on
Li berty Wilities bills?

It depends on the demand and supply.

Woul dn't the econom c theory that you just
referred to suggest that in tinmes of cold
weat her, the commodity charges on custoner
bills would increase?

Yeah, that's a reasonabl e assunpti on.

And did you hear M. Therrien and Dr. Johnson
poi nt out that those increases wll nore than
of fset any increases during cold weat her
arising out of the real -tine weat her
normal i zati on of the distribution charges?
Then why do you do this real -tine adjustnent

anyway ?

CHAI RVAN HONI GBERG You want to

try that answer again? | don't think that was

responsi ve to the question.

Ckay. Repeat the question.

BY MR KREIl S

50
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Well, ny question was, really, did you hear
M. Therrien and Dr. Johnson state here that
the increases to the commopdity charges as the
result of cold weather would nore than offset
any decreases to the commpdity charges -- to
the distribution charges, that is, that the
weat her - nor nal i zati on mechani sm woul d pr oduce
on custoner bills?

| remenber that. And ny point on that, that
if that is the case, then why do you go

t hrough this painful way to refund this

m ni scul e anount to the custoner. | agree
wth that. And that's one of the reason |
don't agree with this nmechani sm

| under st and.

I think the last thing | want to cover
wth you is the two case studies that you
drew the Comm ssion's attention to on Fri day.
And just to refresh everybody's nenory, |
t hi nk those case studies are Exhibit No. 65.
Those two case studies are a part of a |arger
docunent from the Regul atory Assi stance
Project entitled, "Decoupling Case Studies:

Revenue Regul ation | nplenentation in Six

51
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States"; correct?

Yes.

And Exhibit 65 is just an excerpt fromthat
Regul at ory Assi stance Project docunent.

Yes.

Do you recall that the sane case studies are
appended to the docunment that is marked as
Exhi bit No. 59?

Can you refer to the page nunber?

BY MR KREI S:

Q

Well, the point |I'm making, and nmaybe | can
just say this: | just want the Comm ssion to
note that the six case studies that the
Wi tness or the Staff has excerpted are
actually al so appended to the Decoupling
Guide that is Exhibit 59. W just didn't
repr oduce those for the Comm ssion. So,
really, we're | ooking at an overal
exam nation by the Regul atory Assi stance
Project of this question of decoupling,
relying in part on sone case studies.

CHAI RVAN HONI GBERG | under st and
what you're saying, | think. | want to repeat

It and make sure that Staff and the Conpany
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agree with what you just said, that Exhibit 59
and Exhibit 65 really have the same source and
are fromthe sane tine; that when the Regul atory
Assi stance Project prepared its report, part of
it was what we now have as 59, another part of
It 1s what we have as 65. And there's nore
because obviously 65 is just an excerpt from
sonet hi ng.

MR, KREIS: |ndeed. Exactly.

CHAI RVAN HONI GBERG  kay. M.
Dexter, M. Sheehan, you agree with what M.
Kreis just said?

MR. SHEEHAN: Yes, sir.

MR, DEXTER: | don't know, but
"1l accept it.

CHAI RVAN HONI GBERG  Thank you.

MR KREIS: And | have to
confess, | don't know why the regul atory
Assi stance Project is essentially repackagi ng
the sanme information in different docunents.
Maybe just trying to be helpful. Maybe it's
doing different work for different clients. |
really don't know. And | don't think the record

needs to resolve that one way or the another.
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On that | think that I can help. They
actually refer to, when they're doi ng case
study, they actually refer to the original

report.

BY MR KREI S:

Q

The two case studies that you brought to the
Commi ssion's attention on Friday were the

| daho Power Conpany, and it's marked as Page
18 -- or excuse ne -- |daho Power Conpany

mar ked as Page 11, actually Page 18 in the
appendi x to the docunent that is partially

i ncluded in Exhibit 59. So, it's Page 11 for
t he 1 daho Power Company's case study and Page
14 for the Maryland, Baltinore Gas and

El ectric study. Yes?

Yes.

And just so it's clear, both of those
decoupling plans concern electric rates and
electric custoners and not natural gas rates
and natural gas custoners. Yes?

Yes.

And your point, | think, was that the
so-call ed "weather risk"”™ was left with the

Conpany in the case of |daho Power Conpany,

54
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but was adjusted in the case of the Baltinore
Gas and Electric Conpany in a nanner you
regard as simlar to what we're proposing

her e.

That's ny under st andi ng.

Yes.

CHAI RMVAN HONI GBERG M. Kreis,
before you conti nue, sonething you did confused
me, okay.

MR KREIS: Sorry.

CHAI RVAN HONI GBERG  You nmde a
reference to Page 18, | think, of Exhibit 597

MR. KREI'S: The problemis that
we didn't reproduce the appendi x when we created
Exhi bit 59. There's an appendi x to that
docunent which we could provide you if you
wanted. But it really is duplicative of what
we're | ooking at here, the two case studi es that
M. lgbal referenced. And | don't see a need
for you to look at all six case studies or --

CHAI RVAN HONI GBERG  And i s what
you're telling ne that Page 18 of that appendi x,
if I had it in front of ne, would be the Idaho

study that is in front of ne marked as Page 11
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of Exhibit 657

MR KREIS: Yes, that's exactly
right.

CHAI RVAN HONI GBERG Al l right.
For a nonent there, | thought you were referring
me to sonmething that is part of what | have as
Exhi bit 65.

MR, KREI'S: And what | am
i nadvertently inposing on you, M. Chairman, is
my own confusi on, because |'ve been | ooking at
t hese case studies, but they are a different
docunents and in different forns, and |I'mjust
trying to get it all straight.

CHAl RVAN HONI GBERG Al l right.
You're a carrier of confusion as well.

MR KREIS: Yes, exactly. |I'ma
perpetrator of confusion, and | definitely

apol ogi ze.

BY MR KREIl S

Q

So you drew the Comm ssion's attention to the
tabl e which al so appears in the appendi x to
what is Exhibit 59. But here in Exhibit 65,
it's the |l ast page of that exhibit. It's

mar ked as Page 37. And | think, if I'm
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remenbering correctly, you drew the

Conmmi ssion's attention to that table because
your point was -- well, if you can tell ne,
what was the point of draw ng the

Conmmi ssion's attention to that table?

The point was the idea that the decoupling
mechani smthe Conpany in the settlenent is
proposi ng, and decoupling nechani sm what we
are tal king about fromthe Staff perspective,
t he point we are making here, that it doesn't
i mpact the ultimate utility performance in
saving the energy. So the whol e idea of
decoupling is energy efficiency. And it
shows that energy efficiency savings from
bot h nodel alnbst simlar. |If you |ook at

t he other nodels, still it seens |like there
is no inpact on their performance,
irrespective to the decoupling nechani sm
Wul d you agree that the inpact that you were
just discussing in that chart is the inpact
of ratepayer-funded energy efficiency
prograns?

That's ny under st andi ng.

So it doesn't purport to neasure the overall
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I mpact of any efforts the Conpany m ght have
undertaken that woul d have had the effect of
reduci ng the Conpany's sales to custoners.
| don't know about that.
MR KREIS: Wth the Conm ssion's
I ndul gence, | think |I have anot her exhibit that
I'd like to hand out. Sonebody w |l have to
tell nme what the next exhibit nunber is.
CHAI RVAN HONI GBERG Si xty-si X.
(The docunent, as described, was
herewith marked as Exhi bit 66 for

identification.)

BY MR KREI S

Q

Ckay. Wth respect to Exhibit 66, you would
agree with nme, M. Igbal, that this is

Page 35 fromthe docunent that you excerpted
in order to create Exhibit 65?

I think so.

Wul d you agree with that proposition,

subj ect to check?

Yes.

And woul d you | ook at the paragraph, or the
section on Page 35 that's marked

"Conpl enmentary Policies.”
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| amthere.
And woul d you | ook at the |last sentence in
t he first paragraph.
Yes.
And woul d you agree with ne that it says that
| daho does not have an Energy Efficiency
Resource Standard, but rather has energy
efficiency objectives that are devel oped
t hrough an integrated resource plan
process --

(Court Reporter interrupts.)
Sure. | was just reading this sentence.
"Only lIdaho does not have" -- and | assune
this neans only |Idaho, out of the states that
t he Regul atory Assi stance --

MR. DEXTER: Objection. | don't

t hi nk we need counsel's assunption as to what

this neans. |If he'd |like to phrase a question
for my wwtness to answer, |'d appreciate that.

CHAI RVAN HONI GBERG | got it,
M. Dexter. | agree with you.

M. Kreis, just go back to
readi ng the sentence. And actually, you were

paraphrasing it before.
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MR. KREI'S: Fair enough. It
says, "Only ldaho does not have an Energy
Ef fi ci ency Resource Standard, but energy
efficiency objectives are devel oped t hrough an
i ntegrated resource plan process. Energy
spending at I PC'" -- which | assune neans | daho
Power Conpany -- "has increased dramatically in
recent years."

So you would agree with ne,
woul d you not, that what the Regul atory
Assi stance Project is saying here with
respect to its case studies is that ldaho is
different than the other states that it
studi ed because that state does not have an
Energy Efficiency Resource Standard?

MR. DEXTER: Objection. There's
absolutely no foundation for the witness to make
t hat conclusion on the basis of what M. Kreis
has read into the record.

CHAI RVAN HONI GBERG I f he
doesn't know, he'll say he doesn't know
I think that's it what says here. But |
woul d say that that actually proves our

point, that irrespective to the decoupling
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mechani sm the Conpany is actually encouraged
to invest nore in energy efficiency wthout
any mandate fromtheir conm ssion.

CHAI RVAN HONI GBERG M. Kreis,
how | ong a docunent is the appendi x that was
part of the report that's Exhibit 59 and was

excerpted in 65 and now 667

W TNESS | QBAL: | can hel p on
t hat .

CHAI RVAN HONI GBERG M. Kreis is
on it.

MR KREIS: | can tell you the
answer to that question. It is 85 pages |ong

which | guess is why we didn't produce it for
you.
CHAl RVAN HONI GBERG Wl I, it's
just become Exhibit 67.
MR KREIS: W will be happy to
produce it for you.
CHAl RVAN HONI GBERG  Thank you.
(The docunent, as described, was
herewith marked as Exhi bit 67 for
identification.)

BY MR KREIl S

{DG 17-048}[Day 6 Heari ng]{03- 26- 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: IQBAL]

o >» O >

62

Ckay. M. Igbal, you heard M. Therrien and
Dr. Johnson testify on Friday that, wth
respect to energy efficiency, real-tinme
weat her normalization is useful in orienting
the entirety of the utility's' organization
wth direction and conservati on and
efficiency?
That's their conclusion, yes.
But it's not one you agree with?
No.
Finally, if you -- | guess I'll skip that. |
think just a couple of questions that arose
out of your closing conmments on direct.

You tal ked about the difficulties that
t he auditors would have in figuring out how
the real -ti ne weat her-normali zati on
adj ustnents were nmade. Are you yourself an
audi tor ?
No, I"'mnot. And particularly those concern
Is raised by M. Therrien. He's not an
audi tor either.
So you really have no way of know ng whet her
the auditors would find it inpossible or

difficult to retrace the steps of the
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real -time weat her normalization, would you?
An audi tor can answer that question. |
cannot .

Ri ght.

Finally, I think the very last thing you
said, and I think the very last question |'l]|
ask, is you tal ked about -- or you testified
t hat one of the reasons you don't I|ike
real -time weather nornmalization is that it
provi des an advantage to the Conpany
vis-a-vis its unregul ated conpetitors;
correct?

Yes.

You're aware, are you not, that the

Comm ssion's statutory role is to serve as
the arbiter between the interest of the
custoners of regulated utilities and the
sharehol ders of regulated utilities? Yes?

MR. DEXTER. (Cbjection. | don't
think this wwtness's role is to describe for the
Consuner Advocate what the Conmission's role is.
If the --

CHAI RVAN HONI GBERG  Overrul ed.

He can answer.
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Can you repeat the question, please?

BY MR KREI S

Q

Wll, | was just asking if you are aware that
t he Comm ssion's job by statute is to serve
as the arbiter between the interests of
customers of reqgqulated utilities and
sharehol ders of regulated utilities.
That's one of the effect of the Comm ssion.
MR, KREIl S: M. Chairman, | think
those are all the questions that | have.
CHAI RVAN HONI GBERG M . Sheehan.
CRGCSS- EXAM NATI ON

BY MR SHEEHAN:

Q
A

Q

Good norning, M. Igbal.

Good nor ni ng.

W get to change topics back to the training
center.

Yeah.

Your testinony with regard to the training
center was that the Conpany shoul d recover
zero in costs related to the training center;
correct?

Costs related to the training center, yes.

And t hat nunber that the Conpany requested
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was about $500, 000 per year.

Subj ect to check, yes.

Your expertise in this docket is as a
financi al anal yst; correct?

As an anal yst.

Your expertise in this docket is not on the
utility's practices of training its

enpl oyees.

No.

So you cannot offer opinions on what is
appropriate training or inappropriate
training; correct?

Yes.

And you cannot of fer opinions on whet her we
do too nmuch or too little training.

I think the question -- the couple questions
you are asking, yes, | cannot, but the
Conpany coul d.

And you cannot offer an opinion as to whether
we should train certain enpl oyees on certain
topi cs and ot her enpl oyees on ot her topics.
Those are all questions outside the scope of
your financial analysis expertise; is that

correct?
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| think that's the work of the Conpany, not
t he Conm ssion anal yst |ike ne.

The Staff does have within its portfolio of
peopl e a safety division; correct?

Yes.

And you're aware that, generally at | east,
what the safety division's expertise is;
correct?

| have a vague idea, yeah.

And woul d you agree that the safety division
probably is qualified to offer opinions on
trai ni ng appropri ateness, quality, frequency
and those kinds of training topics? Wuld
you agree”?

Yes. And in ny testinmony | didn't comment on
t he appropri at eness.

Understood. And in this case, there is no
testinony fromthe safety division, period.
Yes.

There is no testinony either supporting or
objecting to the training nethods adopted by
t he Conpany; correct?

When you are tal king about "training

nmet hods, " what do you nmean by that?

66
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And so the issue that you focused on in
your testinony, again, was an econom c i ssue.
And 1'd like to point your attention first to
Staff's initial position in this docket at
t he preheari ng conference when the parties
were each allowed to make a statenent of the
I ssues they intended to expl ore.

Counsel for Staff said, "Staff will be
| ooki ng at the significant increase in rate
base fromlast case.” This is fromthe
transcri pt of prehearing conference. "W
believe that to be a key issue in this case
that requires exam nation. The Concord
training center in particular is of concern
to the Staff" -- and here's the part | want
to draw your attention to -- "not necessarily
In concept as much as it is in the anount of
the training center as we understand its
current cost versus its projected cost when
it was first nentioned to the Staff several
years ago." Do you recall that?
| recall that. That was the prelimnary

position of the Staff. That was not the

67
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final position.

Understood. | just wanted to -- and you were
the only witness that offered testinony on

t he reasonabl eness of the Conpany's request
for recovery of the training center cost;
correct?

Yes.

And you chose not to offer any evidence on
the actual cost incurred to build the
training center; correct?

Yes.

So you did not go through what nmakes up that
$500, 000 revenue requirenment request and say,
for exanple, Line 7 should be deleted, Line 8
is okay, Line 10 -- you didn't do that kind
of anal ysis here.

That was not ny scope of ny testinony.

Your testinony was, and your recommendati on
Is, the initial decision to build the
training center was fl awed, and therefore,
everything that followed that initial

deci sion was i nprudent; correct?

That's your conclusion. | think to certain

extent, yes.
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l*"msorry. WAs that what your basic opinion

I S?
Yes. My testinony explain itself. So you
can sunmarize it any way you want. But

that's nmy point, that ny testinony speaks for
itself.

And so understanding that's your position, if
t he Conpany had spent $1 mllion or

$2 million or $3 million, and it turned out
to be $4 mllion, it would not affect your
opi nion. That didn't go into your anal ysis;
correct?

No. Yes.

CHAl RVAN HONI GBERG  Wait. You
just said both "No" and "Yes." They can't both
be right?

W TNESS | QBAL: Yes.

BY MR SHEEHAN:

Q

And the core of your opinion, as | understand
it, is that the Conpany did not adequately

| ook at the other options to the training
center when it decided to go forward with the
trai ning center.

That's one of ny observation, yes.

69
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And you were told through di scovery what
options the Conpany did consider; correct?
Yes.

And if you could pull up the data request

that you introduced as Exhibit 36 -- |I'm
sorry. These are in your testinony. |I'm
sorry.

MR. DEXTER |I'msorry. Wich

exhi bit are you | ooking at now?

MR. SHEEHAN: This woul d be
anot her attachnent to M. Iqgbal's testinony at
Bates 69. And we'l|l be noving between a couple
of those data requests.

Yes, |'mthere.

BY MR SHEEHAN:

Q

And this is just an exanple of one data
request and response in which you asked, with
regard to Bates 69, about one of the options
avai | able to the Conpany, and that was to
conplete its training through excl usively
on-the-job training; correct?

| didn't say about -- nmy question doesn't
nmention that exclusively, on-the-job

trai ni ng.
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Read the first paragraph of your request on
Bat es 69.

I was on the wong page. Sorry. Yes, |I'm

t here.

And this particular answer was the Conpany's
expl anation why it did not want to rely

excl usively on on-the-job training; correct?
Yeah, that's the answer fromthe Conpany.
And agai n, going back to the exchange we j ust
had a few m nutes ago, you have no basis or
expertise to challenge the Conpany's

concl usi on that exclusively using on-the-job
training is inappropriate for the Conpany's
needs.

On that point, | asked the Conpany, one of
the data requests where | asked that is there
any report, study or standard. And Conpany
couldn't provide any of those. | think this
Is the question we are tal king about, if you
| ook at it, Please provide analysis, rules,
standard, et cetera, which support this
concl usion. And Conpany coul dn't provide
any.

But you don't have the basis to say that
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relying exclusively on on-the-job training is
sufficient for Liberty Uilities. You can't
say that; correct?

| cannot. That's why | asked this question,
that if Conpany can say that.

The Conpany did say that.

| asked for the support for that.

| understand. But the Conpany did say that,
and you don't have the basis to chal |l enge

t hat concl usi on; correct?

W't hout support of any statenent, | have a
problemw th that.

In fact, they did describe it, not with
studies, but wth an explanation that's in
front of us here of all the shortcom ngs of
relying exclusively on on-the-job training;
correct?

Just being limted, not being -- that if
these are the reason one conpany i s going for
the training center and another conpany is
not, that raised that issue that what is the
support for that. |If one can do on-the-job
training and neet their requirenent and then

ot her conpany says that's not good enough,
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then the new conpany has to provide the
support. And that's what we asked in this
dat a request.

But even if we provided support that was
satisfactory to you, you are still not the
expert to say | accept that support.

If the support is provided, with ny other
expert we can review that.

And since you did not get the support that
you t hought you shoul d have gotten, you had
the option of calling your coll eagues in the
safety departnent and sayi ng we need your
hel p.

I f the Conpany had support, they should have
provided it. That's ny point.

The next data request is Bates 59 in the sanme
docunent. And this discusses anot her option
avai |l able to the Conpany that was reviewed in
di scovery, and that is whether there were
options or information avail able from our

nei ghboring utilities; correct?

Page 597

Correct. Should be Request Staff 4-24.

Yes, |'mthere.
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And this is the answer where the Conpany
describes its outreach to Unitil, the Co-Qp,
G een Mount ai n Power and Eversource, with the
answers that the Conpany got fromthose
conpani es; correct?
Yes.
And again, the conclusion of this answer is:
A, these other conpanies do not have
sonet hing we could use; and B, it describes
what, in sone ways, what they offer their own
enpl oyees. Correct?
That's what it says.
Next one to look at is Bates 62. And this is
where you asked for a financial analysis of
efficiencies that we, in a prior docunent,
said would be gained by the use of a training
center; correct?

MR. DEXTER: Could | ask that the
W tness be allowed to view the answer or review
t he docunent ?

MR. SHEEHAN:. The docunent is the
next one.

CHAI RVAN HONI GBERG | don't

t hi nk he has any questions about the docunent.
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He's just getting it out there. It was a little
di stracting, but --

MR. DEXTER: Could | ask counsel
to repeat the question, please.

CHAI RVAN HONI GBERG  Sur e.

BY MR SHEEHAN:

Q

Looki ng at Bates 62, which is in response to
Staff 4-26, this is you asking, or Staff
aski ng for sone financial and econom c

anal yses of the efficiency gain described
here, and you're naking a reference to M.
Mul I en' s testinony.

Yes.

And there's an answer there. |In effect, it
woul d be too conplicated to engage in such
ki nd of a spreadsheet, financial analysis,
given all the variables involved; correct?
Yes.

And that's why the Conpany, according to M.
Mullen's testinony in this answer, did not do
t hat kind of econom c analysis; correct?

I think I answered this question in ny
testinony, that | don't agree with that.

Ckay. The next one to |look at is Bates 56,
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and it goes into Bates 57, which is a request
I n anot her docket, Staff 2-3. And the
respondent is a person naned Mark Smth. Do
you recall who Mark Smth is?

I think so.

He was --

He's a nice person.

He was the human resources nmanager for

Li berty.

I guess so, yeah.

And this is a simlar question asked in 2016
for the cost benefit anal ysis done by the
Conpany in deciding to go forward with the
training center; correct?

Yes.

And again, he lists at a high | evel the cost
and benefits that the Conpany consi dered, but
again did not engage in what |'m paraphrasing
as a spreadsheet analysis of those costs and
benefits; correct?

It is a spreadsheet analysis. |If you | ook at
the attachnent, it is a spreadsheet anal ysis.
Ckay. But not to the detail that you were

| ooking for. 1Is that fair to say?
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It is fairly detail ed.
Ckay.

MR DEXTER: |'msorry. D d the
W tness say, "It is fairly detailed"?

W TNESS | QBAL: Yes, because if
you | ook at Page 58, there's nunber's of
trai nees, hourly overtine expenditure, average
daily travel. | think this is the details. And

this type of details | used in ny table, too.
Ckay. So you did get sone costs involved in
the training of Liberty enpl oyees; correct?
Yes. This is the cost benefit anal ysis.

And | want to al so point out that ny
critique on this particul ar anal ysis was done
i n previous docket, and our point was that
this anal ysis doesn't nmake sense at all
You agree that we can't today do an anal ysis
that you think should have been done five
years ago.

This is the analysis you provided, and it
didn't say when it is done.

Ckay. Turning to the docunent that was just
handed out, which is a response to Staff

4-25. And that wll be marked as --
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CHAI RMVAN HONI GBERG 68.
(The docunent, as described, was
herewith marked as Exhi bit 68 for
identification.)

MR. SHEEHAN:. Thank you.

BY MR SHEEHAN:

Q

This is yet another question and answer
concerning the Conpany's ability to use a
building in its Manchester facility, which
was one of the options considered by the
Conpany; correct?

Correct.

And this is the answer that says we coul d not
use the Manchester facility because any
needed renovations would run into

envi ronnment al issues because this particular
| ocation is a site of manufactured gas
pol | ution; correct?

That's what it says.

Do you have any reason to di spute that?

| don't have any reason to dispute that. But
I will add that these are the type of
facilities the previous conpany actually

perfornmed their training activities. That's
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ny under st andi ng.

And agai n, going back to our earlier
exchange, you can't tell nme that the current
training i s inappropriate as conpared to the
trai ning done by the prior conpany; correct?
What do you nean by "inappropriate"?

If Liberty today chooses to do training that
cannot be accommpbdated in a building in
Manchester, for exanple, even though a prior
version of Liberty did do training in that
bui |l ding, you can't tell us, the Conm ssion,
that that was a good or a bad deci sion by

Li berty with regard to the type and quality
of training.

Yes.

So these few data requests we went through
nmenti ons some of the options available to

Li berty when it decided to build a training
center, including exclusive reliance on
on-the-job training, what other utilities
wer e doi ng or had avail abl e, other buil di ngs
that Liberty may have in its portfolio. And
you woul d agree that the Conpany concl uded

t hat none of those were viable options;
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correct?
A That's Conpany concl usi on.
Q Were there any ot her options the Conpany
shoul d have included or should have revi ewed,
I n your opinion?
A | detail that in ny testinony.
Q Ckay.
CHAl RVAN HONI GBERG O f the
record.
(Di scussion off the record)
CHAI RVAN HONI GBERG. W' re goi ng
to take a 10-m nute break.
(Brief recess was taken at 10:38 a.m,

and the hearing resuned at 10:58 a. m)

CHAl RVAN HONI GBERG. M. Sheehan.

MR. SHEEHAN: Thank you.

BY MR SHEEHAN:

Q | understand, M. Igbal, fromyour testinony
that you don't think the Conpany did
appropri ate anal yses before nmaking this
decision. | want you to assune that we did,
that we did an analysis of all these options
we just tal ked about, an analysis that you

find to be appropriate, and it cane to a
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ranking, in effect, of the costs of all these
options. Ckay?

| disagree with that, that conclusion, that
nmy anal ysis only | ooked at --

No, no. You' re msunderstanding. | want you

to assune that we did an analysis that you

woul d find acceptable. Oay? | know we
didn't, according to you. | want you to
assune - -

Hypot hetical we're tal king about.

Yes. And so you now have in front of you
four stacks of paper for our various options:
one anal ysis of using the Manchester site,
one anal ysis of using exclusively on-the-job
trai ni ng, one analysis of RFP-ing out

trai ning services, whatever. And we have
them all stacked up next to you. And one for
the training center as we built. Now | want
you to assune that the training center was
not the cheapest option. |Is your testinony

t hat we nmust choose the | ess expensive
option?

W thout going into the details of all these

options, | cannot concl ude.
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Ckay. Wuld you agree that, if that scenario
pl ayed out, that the Conpany woul d have a
ri ght to choose the nore expensive option if

it provided better training?

Still tal king about hypothetical. Wthout
going into the details, | cannot conmment on
t hat .

We do have sone information about costs at
this tine; correct?

Sorme.

And we've been through it a little bit
before. And if you turn to Page 25 of your
testinony, it's that chart |isted
"EnergyNorth -- or titled "EnergyNorth

Trai ning Costs. "

Tabl e 2.

Correct. You there?

Yeah.

And M. Miullen testified about 4,000 hours
bei ng added. And then | think you testified
that that's probably not the right nunber.
The nore appropriate nunber to add woul d be
1900 hours; correct?

|"' mnot sure about that, because of the 1900
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hours... Exhibit 62, this 1900 hours you are
tal ki ng about based on Exhibit 62 and 63.

And | say that on Friday that we are not sure
what you're saying here is increnental to
what you provided in the response of the

total training cost yearly.

| believe the evidence is -- and correct ne
if you disagree -- that if you | ook at the
Hours columm on Table 2 -- and let's just

focus on 2016 -- the nunber is 2, 756;
correct?

Correct.

| believe that nunber came fromcertain data
requests that you posed to the Conpany asking
for training hours information; correct?

| think I provided that --

' mnot asking you to find it. But that's
how t he nunber canme about.

No, | have problemw th your characterization
what | asked.

Ckay.

I think several tinme we ask all that
training-related cost and information in

di fferent dockets. And | ast docket we asked
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about this, details about from'13 to '15 --
2015 cost, and Conpany provided that. And
that was part of ny testinony in that docket,
which is Bates Page 46. And this year | just
updat ed the EnergyNorth part.

Fair to say there have been dozens of data
requests regarding the training center

t hrough the four dockets it's now been

revi ewed in?

I can agree with that.

The first EnergyNorth rate case, the 16-560
contract case, the Granite State case from

| ast year and the current case?

I think M. Millen's rebuttal testinony
actually spent a lot of tine on that.

And so sonetinmes a question would be asked

wi th one focus and the answer woul d be

provi ded, and then the informati on may not be
what you wanted, so there would be a

foll owup question. So, fair to say there
was sone tal king past each other through this
di scovery process? Wuld that be fair?

Yeah. W are trying to understand what's

goi ng on.
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| understand. So what's your under st andi ng
of what is included in the 2756 hours that is
i n your Table 2?

If you | ook at Page 46, it says Actual Cost,
Managenent, Uni and Environnent.

And t hose were for the mandated training;
correct?

Those are the total training. That's ny
under st andi ng. Because ny question was the
total training cost for those three years,
and | asked to update that. M
under st andi ng, those are the training, each
item There is one item| didn't include,
that's safety and sone ot her stuff.

So the 1900 hours you're saying today is

what, the so-called extra, "1900 extra

hour s"?
First of all, | don't know "extra." Second
of all, if you |l ook at the training

perfornmed, it is very detail ed docunent. The
Excel sheet has lots of information. So it
seens |ike those are the training. But from
nmy under standing, fromny -- as | said that,

l'"mnot sure these are increnental. If these
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are increnental, then ny question woul d be
what are the actuals then. So |I'm confused
when you are saying that these are the
trainings we perforned in 2016 at training
center, and that doesn't include these 2756
hours. | don't know what to make of that.
Ckay. And going to the first col um,
Training Costs, there's a nunber of $237, 000;
correct?

Correct.

And you said the other day that that nunber
should -- well, let ne ask you. What do you
think is in that nunber?

| just said that it is the correspondi ng
nunber or correspondi ng cost the Conpany
provi ded for those type of training | just
t al ked about .

I's it your understandi ng whet her the wages
for enployees attending training is in that
figure?

Yes.

What | eads you to that concl usion?

Can you clarify? Wat do you nean by that?

You understand that the Conpany has two
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full-tinme trainers.

| do.

You understand that their cost would be
included in training cost; correct?

My under st andi ng, those are included in these
nunbers.

And would it be a real rough estinate to say
their salary and benefits are roughly

$100, 000 each?

MR. DEXTER  Objection. |
actually asked that question of M. Millen, and
M. Millen wouldn't answer it. So | think it's
patently unfair for M. Sheehan to ask M. | qgbal
t hat questi on.

MR. SHEEHAN: |'m aski ng what the
Wi tness thinks is in a nunber that is in his
t esti nony.

Only thing I can say --

CHAI RMVAN HONI GBERG Hang on,
hang on.

MR. DEXTER | asked that exact
question of M. Millen, what's the approximate
salary and benefits of the two trainers, and he

woul dn't tell me, he couldn't tell ne. He
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didn't answer. So | object to that sane

question being asked of this wtness.

CHAI RVAN HONI GBERG | don't know
that that's what M. Sheehan asked. | nay have
m sheard the question but -- can you repeat the
question? | may be confused.

MR. SHEEHAN. I'mtrying to ask

i f that $237,000 includes the training wages or
not. And to do that, I'masking if it includes
the trainers' salary that m ght conprise the
bul k of the $237, 000.

CHAl RVAN HONI GBERG  And you're
just asking for the wi tness's understandi ng of
the nunber that he put in his testinony.

MR, SHEEHAN: Correct.

CHAI RVAN HONI GBERG  Overr ul ed.

BY MR SHEEHAN:

Q

A

So, just to start off, M. Ilqgbal, having
heard t he exchange we just had, if the
trainers' salary and benefits are in your
nunber -- is the trainers' salary and
benefits in that $237,000 number, if you
know?

I*'m 1 ooking for a data response whi ch
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actually is source of this table. And as far
as | renmenber, that has a colum which is
trainer cost. But if you're inplying that
those two trainers' cost is included in
237,000, | disagree, because those are two
electric and -- | think | better |ook at the
responses, the source matter on this
particul ar --

Ckay. And you raise a valid point. |If
there's two trainers the Conmpany has, one is
el ectric and one is gas; correct?

That's nmy under st andi ng.

So it would only be appropriate, if the
trainer's cost were in this colum, that it
woul d only be the gas trainer.

Yes, on that | have to -- | think I have to
add one nore thing, that these trainers are

i ncl uded from 2013 to 2015 because trainer --
when Conpany was training at National Gid
facility, at that tinme Conpany actually hired
these two trainer. And one of the data
request in a previous docket | asked about
the cost for National Gid trainers' cost.

And the response | got is that those costs we
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never paid, so it's not reflected in this
nunber. But their internal trainers nunber

i ncluded. That's ny understanding. That's
what Commi ssion -- sorry. That's what
Conpany told ne at that tine. And | don't
have anything which |I can dispute. | just
trust Conpany response.

So it's your understanding that the Conpany
has had full-time trainers on staff since
2013 or so?

That's ny under st andi ng.

And it's your understanding that those
trainer costs are included in the colum you
have listed in Table 2, Training Cost.

I think the source material would tell you
what is included or is not included. So if
you want | select one itemfromthat, you can
do that. But if |I say that that is only cost
of training, there is payroll cost, there is
travel cost, there are other cost included in
t here.

Where I'mgoing with this, M. Igbal, and I'm
not trying to be clever, is you testified the

other day that if you add enpl oyees to the
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Hours colum, you need to add in the tine of
their salary into the Trai ni ng Cost col um;
correct?

Exactly.

And ny question is: The chart you have
doesn't seemto have enough noney in the
Trai ni ng Cost category to account for 2700
hours of enpl oyee wages. You foll ow?

If that is the case, it's all on the Conpany.
| relied on the Conpany. |f Conpany is
saying that their data was wong, that's not
ny problem And if that is the case, | have
to redo the -- | think one of the tech
session we tal ked about it, that Conpany

rai se the issue that this nunber doesn't

refl ect everything. Then we have to rely on
t he Conpany. W don't have the data. W
cannot --

| heard you the first tinme.

So, going back to the 1900 hours, |
under stand you're saying you're not sure if
that is increnmental or not.

It doesn't say increnental.

Let's assune for a nonent it is. Ckay?
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Ckay.
Then you would add 1900 to the 2700 in your
col um, and that would be about 4600 hours of
trai ning; correct?
Hypot hetically, yes.
And if you carry through the existing nath,
that would | ower the training cost per hour,
correct, because you have nore hours with the
sanme dol | ars?
That's what | dispute on Friday, yes.
| understand. |'mjust wal king you through
it.
Ckay.
And then if you were to add in the enpl oyee
hours, if that's the case, then that woul d
i ncrease the training cost per hour back up a
bit; correct?
Hypot hetical ly, yes.
Ckay. |I'mgoing to give you sone
hypot heti cal numbers so we can have sonet hi ng
in front of us. They're hypothetical. |
under st and you may not agree with them

If you were to add 1900 hours to what's
there, and you take the 600, 000 tot al
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training cost and divide by the new nunber of
4600 hours, 1'll represent to you the math

| oners the per-hour cost to $133. M
question is: Do you accept the math, not the
concept behind the nmat h?

Il accept the math. But | m ght accept the
concept behind the math that you are addi ng
nunbers of hours and you are addi ng
correspondi ng cost.

I haven't added the correspondi ng cost yet.
All | did was add the hours, and that brought
t he average down to $133. And again, if you
were to hypothesize with ne that enpl oyees --
$50 an hour is a rough approxination for a
uni on enpl oyee wages and benefits, if you
apply that to the 1900 hours, that woul d add
about $90,000 to the Cost columm. Again, you
don't have to accept those nunbers. But as a
concept, does that nmake sense?

I think I can agree with that.

Ckay. And again, | have done the math, and
it brings the hourly cost back up to about
$152 per hour.

That's possi bl e.
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And that's what your reservation's about,
what is in and what is not in these various
nunbers; correct?

| explain that in nmy testinony.

l'd like you to turn to Exhibit 35 and 36.
These are data responses from Northern
Uilities that were introduced earlier in
this case.

| guess | don't have those.

I have sone of them for you.

The first to l ook at is Exhibit 36,
which is Northern's response to Staff Tech
1-10. Do you have that?

Yeah, | do.

The first sentence reads, "When the Conpany
acqui red Northern Uilities, the Portsnouth
facility underwent extensive buil ding
renovations to accommodate Unitil's operating
requirenents. Included in these renovations
was space to accommbdat e cl assroomtrai ni ng
needs. "

Do you know how nuch they spent on these
"ext ensi ve buil di ng renovati ons"?

|l don't know, and it doesn't natter.
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Didn't ask you that, sir. Do you know how
much they spent on these renovations
particular to training?

What training we're tal ki ng about ?

It appears fromthis answer that part of the
renovati ons was space to accommodate
training. Do you have any know edge as to
what part of the cost to renovate pertai ned
to their training?

No.

Did you ask Northern what options it

consi dered before deciding to nake extensive
renovations to accommodate training?

I was tal king about when those cost are

i ncluded in rate base.

So the answer is "No."

| don't know.

Turning to Exhibit 35, at Bates 5, which is
Nort hern's response to Staff 2-48 --

' mthere.

-- this has simlar broad categories of
training costs as are contained in your

Exhi bit 2, correct -- or your Table 27

| guess so.
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And briefly, and it's in front of us, the
Conpany i nvested $420,000 in total training
costs over a period of tine. It's got a list
of nunber of hours, and it breaks out the
hours, the cost of those hours as $87, 000;
correct?

What are you | ooking at, 87,0007

The first bullet says the Conpany invested
$420,000 in total training costs; correct?
Yes.

The second bul |l et says 2,373 hours of
training are covered by that sanme period of
time.

Yes.

The third breaks out the | abor cost

associ ated with those hours to be $82, 000.
Yes.

And the | ast does the math. Takes the

420, 000, takes out the 80,000 in |abor
charges and has the $337,000 of non-I abor
training costs; correct?

Seens that way.

If you were to, in effect, apply these

nunbers to your Table 2, and we took total
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training costs divided by the nunber of hours
of training, that would be the 420, 000

di vided by the 2,373, and the math says $177
per hour.

Subj ect to check, yes.

And if you were to renpove the | abor costs and
just apply the hours to the non-1|abor, the
nunber woul d go down to about $142 per hour.
Subj ect to check.

M. lgbal, you have visited the training
center; have you not?

| did.

You were not part of the official viewl ast
week, but you were part of an informal tour

|l ast fall.

That's ny under st andi ng.

Is it your recommendation to the Comm ssion
that that training center has no val ue?
That's a tricky question, because if you

| ook at the -- if you want to val ue sonethi ng
which is part of your overall operation, |
have question about that. That's what |
raised in ny testinony. But as isolated

bui | di ng, yes, that has a value. |If you sell
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it, you mght get sone noney on that.

But your reconmmendation to the Conm ssion has
the effect of giving the training center no
value to the Conpany. To renpve the entire
$500, 000 revenue requirement neans, froma

r at emaki ng perspective, it has no val ue.
From ny anal ysis, yes.

And you think that's a reasonabl e treat nent
for the Conpany's investnment of that training
center.

That's ny concl usi on.

And you di sagree that the training center is
bei ng used?

| think so. The data says that.

So you agree with that.

Yes.

And you agree that training is happening at
the training center.

Yes.

And you' ve seen all the schedules to see the
t housands of hours of training happeni ng at
the training center.

I have no reason to dispute that.

And you have no basis to chall enge the types
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and quantity and caliber of training that is
bei ng perforned at the training center.
The Conpany provided the list of the
t rai ni ng.

MR. SHEEHAN: | have no further
questions. Thank you.

CHAI RVAN HONI GBERG.  Conmmi ssi oner

Bai |l ey.

QUESTI ONS BY COW SSI ONERS:

BY COWM SSI ONER BAI LEY:

Q

M. lgbal, in response to one of M.
Sheehan's questions | think you said you
didn't count the hours of training that were
associated with safety?

Yeah. Conpany provided -- actually do a
synposium for all -- ny understanding from
di scussion with the Conpany, that they
provide training to all their enpl oyees. And
they do it in a synposiumtype arrangenent,
which is not done in training center or the
office. It is done alnost |like a retreat.
So those are not the required training the
training center was built for.

So does that training or does that retreat
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happen at the training center now because

t hey have it?

My under st andi ng, no.

Ch, okay. So that's why you woul dn't count
it?

Yes, that's one of the main reason.

Ckay.

And | think the point I was nmaking, that the
training center, total justification of
training center is to train the nmanagenent
and uni on enpl oyees, whi ch was done at
National Gid training center facilities. So
it is replacing the National Gid training
facilities. Everything else, |ike custoner
service and other training, doesn't require
any training center. So, to apple-to-apple
on deci si on-naki ng, we have to focus on
managenent and uni on.

And is it true that they can't use the
National Gid training facility anynore?
That' s what Conpany is sayi ng.

Do you have any reason to doubt that?

No.

Ckay. So if that's true, then where -- how

100
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can they get that training done w thout the
training center?

That's exactly ny point, that they should
have explored all these options and do
cost/benefit analysis on this option and then
took a position. M argunent is not about
whet her they need training to train people or
not. Yes, they do. But ny objectionis
about their decision-nmaking. It seens |ike
the decision to build the training center is
not supported by the anal ysis or docunments

t hey provided to us.

So you don't know whet her or not they could
have trained, perforned simlar training or
paid for simlar training wthout building
the facility. They just didn't consider

t hat .

Yeah, exactly ny point. | don't know because
they didn't know. And the point | was

maki ng, that their decision was not supported
by any anal ysis which says that those option
are not avail able. Those option are not,
from ny perspective, those option are not

consi dered properly.
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I want to ask you a few questions about
decoupling, but I have to find ny notes
first.

| have to find mne, too.

Let me start with this question: Your
testinony is not that there should be no
decoupl i ng.

No, that's not part of Staff position.

Ckay. Your position, however, is that they
shoul d have an established, set rate, charge
that sane rate every nonth, and then

weat her-nornalize their revenue when they're
trying to figure out whether there's a
surplus or a deficit in the revenue that they
have col | ect ed?

Exactly. Because when you're setting the

rate, it's based on nornalized sales. |If you
| ook - -
Excuse ne. It's based on normalized what?

Sal es or revenue.

Sal es. Ckay.

Yeah. So that neans that Conm ssion is
trying to say that, if the weather was

normal, this is the RPC, revenue per
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custoner, you should be collecting. So,
bei ng consistent wwth that, in ny testinony I
argue that, being consistent with that, we
are saying that the revenue shortfall should
be cal cul ated the sane way, because the rates
are set that way. So, to be consistent, when
you are saying that whether we over-coll ected
or under-collected, that should be done the
same, using the sane net hodol ogy.

Can you | ook at Bates Page 10 of your

t esti nony?

Yes, |'mthere.

And you list those six itens that you believe
shoul d be included in the decoupling
mechani sm

Yes.

And the first one is the adjustnent should be
based on weat her-nornmalized revenues.

Yes.

We just tal ked about that. And you would do
it weat her-normalizing revenues, and they
woul d do it, weather-normalizing effectively
the rate each nonth.

Yeah. They are doi ng weat her normali zati on
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at nonthly level. Not only nonthly |evel, at
customer level and their billing cycle |evel.
And then they would be reconciling the
difference at the end of the year.

But isn't there less to reconcile at the end
of the year if they get it right?

Yes, that's correct.

Ckay. So there could be sonme benefit to
that. | understand you think that there are
a | ot of drawbacks to that.

Yeah.

But there also could be a benefit.

Very minimal. That's ny point, that they
have -- as you put it that way, when we are

t al ki ng about benefit, we have to | ook at the
ot her drawbacks and costs, too. There is
real cost for the custoner, for the Conpany,
and for the regulators, too, because if we
are doing -- providing that benefit,
so-called "benefit"” -- and in ny testinony
this norning | pointed out those benefits
doesn't matter. Even OCA al so addressed that
peopl e | ook at the overall nunber, not

i ndividual i1tem That's ny point, that then
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why do you go through all this pain to give
up that individual item which creates problem
for everybody in this room
Ckay. The second point, the adjustnent
should be perforned at the rate class |evel.
They' ve done that in their proposal now,
ri ght?
| agree with that.
Ckay. And then the third, expected revenue
shoul d be cal cul ated at individual rate class
|l evel, not in a conbined rate class |evel.
Was that with respect to when they
reconci |l ed?
Yes, | think they also added that. That's ny
under st andi ng.
So the settlenent proposal takes --
Yeah, takes care of that.
-- takes care of that. Ckay.

Expansi on rate custoners shoul d be
i ncluded in the revenue decoupling mechani sm
calculation. And they did that.
They did that.
Ckay. Revenue decoupling nechani sm

adj ust ment shoul d be capped at plus or m nus
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2 percent.

They didn't address that issue.

They didn't address that issue, but | think
t hey sai d sonet hing about why it wasn't
necessary. Was that because of the nonthly
weat heri zati on nornualization, and so they
don't need to cap it?

As long as | renenber, M. Therrien addressed
t hat issue, and that was his testinony.

Ckay. And then no m d-period adjustnent
should be nade. |If needed, adjustnment can be
made at the tinme of the Conpany's next rate
case.

You want an expl anati on about what it neans?
Sure. Well, is that requirenent still
necessary with the settl enment proposal that
t hey --

I don't know, because | think if there is no
cap, then this requirenent is not really
necessary.

If there's no cap what?

If there is no cap adjustnent, that neans

t hat every year they will reconcile total

anount .
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Q Ckay. And that's their plan.

A Yes.

Q So that itemis also taken care of.

A Yes.

Q So the bigitemin this |list that you have a
problemwith is No. 1.

A Yeah, No. 1 problem

Q Ckay. Al right. Thank you. That's all |

have.

107

CHAI RVAN HONI GBERG:  Commi ssi oner

G ai no.

QUESTI ONS BY COW SSI ONER G Al MO,

Q Good nor ni ng.

A Good nor ni ng.

Q So what | heard was that one of your concerns
is uncertainty for the consuner.

A Can | clarify? You're tal king about
decoupling still?

Q Yes. |I'msorry. Yes, that's correct.
Uncertainty to the consuners is one of your

concer ns?

A. There was different uncertainty. |If you're
t al ki ng about any specific one, | can address
t hat .
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Ckay. The pricing uncertainty. It sounded
i ke you thought that the changing price
created uncertainty for the consuner and made
t hings confusing to them |Is that accurate?
Yes, that's accurate. | think | made two
point. One is uncertainty, this building,

t hat whi ch Conpany don't know, Conmi ssion
cannot know, custoner cannot know. So those
are uncertainty that is very difficult to
cope with. And that creates all this other
problem for all this professional, M.
Therrien, in his rebuttal actually pointed
out .

Does anything in this proposal preclude the
Conmpany from provi di ng budget billing going

f orwar d?

No, there is nothing in the settlenment which
says they would not provide budget billing if
this get -- if the settlenent is approved.
Ckay. Does that help alleviate sone of your
concerns with respect to price uncertainty to
t he consuner?

No, that doesn't.

Ckay. Can we | ook at Exhibit 65, Page 37 of
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t he RAP decoupl i ng docunent ?

Yeah, | got that.

I was a little confused by the purpose of
this docunent with respect to Staff's
position. Wat | thought | heard you say was
that basically the |Idaho Power Conpany and
BGE | ines show that, irrespective of which
met hodol ogy you choose, the effect, the
outcone is the sane.

Simlar.

Simlar.

Yeah.

Ckay. Help ne run through that, because the
| daho Power Conpany began decoupling in 2007,
and theirs was .6 percent; and BCGE started
sanme year, and theirs was 0.0 percent; and

t hen over the course of the next three years,
| daho doubles to 1.3 percent, but BCGE goes
fromO percent to 1.7 percent.

VWhat | was trying to indicate, that
irrespective to the decoupling nodel they're
using, the direction is higher -- the
direction is the sane direction. That is

going up. W are not saying that that should
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mat ch each other. |If you |ook at the other
nodel in that docunent, too, you can see that
direction is the sane way. So we cannot
expect that all these nunbers should be the
same. But we can conclude that, irrespective
to the nodel, the decoupling nodel they're
usi ng, those are actually enhancing the
energy efficiency.

Ckay. The | ast exchange you had wth

At torney Sheehan, he asked you did the

trai ning center have no value, and then you
said, well, it does have an inherent val ue;

it has property value. So, assum ng that for
revenue treatnent purposes it's excluded,
getting your way, eventually when the Conpany
sells the facility, all that flows back to

t he shar ehol ders.

' mnot sure about that treatnent. | think
M. -- | think the revenue requirenent
W tness could provide you that. | don't know

how they would treat this asset if it is not
included in their rate base. So, based on
that, it could be included if they sell this

Conpany, or it could be -- | don't know.
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don't know how they would treat if Conm ssion
says it is not part of the rate base. It all
depends on the nmanagenent decision | think.

Q Ckay. You see the principle of what |'m
trying to -- the suggestion I'm making. |If
t he sharehol ders are assunming all of the risk
and t hrough the years don't have the
customers contributing to it, why, when it's
eventual |y sol d, should any revenue
associated with that flow back to the

r at epayers?

A I think it would be treated the sane way if
it is part of the rate base. It wll be --
the new conpany will treat it as part of rate

base. And if it is not, then new conpany
could say that we don't want to buy that one.
COW SSI ONER G Al MO Thank you.
QUESTI ONS BY CHAI RVAN HONI GBERG
Q M. lgbal, you started this norning going
over the problens you had with the Conpany's
nonthly reconciliation. And | think the
first one you tal ked about was that it was
ineffective, and that it was ineffective --

and | tried to wite your words down and may
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not got it right -- that the whol e idea of

the nonthly reconciliation is directed at the

cash flow of the custoners. |Is that --
That's their argunent. Now - -

Ckay. | didn't hear their argunent to be
that. | heard that to be one feature of

nonthly reconciliation, that it would have
sone mtigating effect on rates, on that
portion of the rates when weat her was
unusual. And so -- just let ne finish. |
heard them say that a big point of the

nont hly reconciliation associated with this
was to elimnate | arge novenents | ater on,
that it was to mtigate large swngs in rates
caused by under- or over-collections, not so
much cash fl ow of custoners, but expectations
of custoners as they plan what they're doing.
This was mainly directed at |arge users. Do
you di sagree with that concept?

| would defer to M. -- Dr. Johnson's
testinmony. |If you | ook -- ny understandi ng
fromhis testinony, that it hel ps custoner in
respect to their cash flow And then sone

other -- then he elaborated -- | think he
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didn't, actually. His testinony here, he
added all this other information. But in his
testinony, original testinony, the main idea
is comng fromthe cash flow idea.

If you go to the source material, I|ike
the RAP here | think nost his ideas cane
from they tal k about cash flow, that we are
hel pi ng custoners 118 we are taking care of
Conmpany cash flow, and then we have to find a
reci procate benefit for the custoner; that
nmeans we are hel ping custoners' cash fl ow.
Woul d you agree with ne, though, that the
compdity price overwhel ns any changes in the
di stribution adjustnent that takes place? |If
there's a very cold nonth, a user is going to
use a lot nore gas heating than that snall
of fset would be; correct? You agree with
that; right?

Right, | agree with that. And that's one of
the reason | said that it doesn't make sense.
I understand that. So |I think you and I
woul d agree that the snall adjustnent
probably doesn't do nuch for custoner cash

flow.
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Exactly.
But it does do other things for |arge users

who can know a portion of the bill.

Sophi sticated users will know a portion of
the bill. Joe Bl ow Honeowner, |ike me, you
know, I"'mjust going to | ook at the bottom
line. | know when it's cold I'mgoing to use

nore and it's going to be an expensive nont h.
But the | arge commerci al users, they're going
to be different alittle, aren't they?

Very little. This is why: 118 | pointed out
t hat even those | arge custoner woul d not know
that if they could get refund or a charge 118
it all depends on the weather.

Here's where | disagree with you: | think
you and | di sagree about customers bei ng
notivated to use nore by a small, potenti al
adj ustment when it's cold. If it's cold, |
know | ' mgoing to use nore. And the fact

that a tiny -- there mght be a tiny offset

t hat's goi ng cause ne sonehow to change ny
behavi or seens unrealistic to ne. That
doesn't -- that's not how peopl e behave. And

maybe there's sone social science out there
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that tells nme |'mwong. But what are you
relying on to say that the presence of an
adjustnent on the bill is going to change

peopl e' s behavi or?

Any cost -- it's not only -- let's go back a
little bit. That this gives the wong -- if
you' re tal king about the sane thing, | think
it wll require you inquiring that how cone

it is a cost signal which is change for
anyone' s behavi or.

Right. A tiny adjustnent in an ot herw se

| arge bill you think notivates people in a
way that is counterintuitive to ne.

It mght be tiny, but the signal we are
providing is wong. That's ny point.

You hypot hesi zed this norning a user in a
cold nonth using 100 units, and then in the
next nmonth, in a mld nonth, also using 100
units. Isn't that exanple conpletely
unrealistic by definition when we're talking
about a heating custoner?

No, that's not conpletely 118 | experience
that situation. 118 let's say that one nonth

ny in-laws are with us, so | have to heat the
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house for the whole day. So when they are
not, even though it's cold, |I'mnot heating

t hat .

You' ve changed the variable. That's not what
you said this norning. Your only variabl es
in your exanple this nmorning invol ved user
deci sion-making of 100 -- | think it was 100
units in a nonth, a cold nonth, and then 100
units in a warmnonth. Unless you change a

| ot of other facts, that doesn't happen, 118
in the cold nmonth, in the sane usage pattern,

you're going to use a lot nore in the cold

nonth than you will in the mld nonth, and
you'll spend nore. And that nodest
adj ustnent which will appear after the fact

isn't going to change how you're going to
heat your house.

Yes, everything is the sane. Yes, | agree
wi th your concl usion, yeah.

The phrase that M. Sheehan didn't use wth
you in tal king about the training center was
"used and useful." He got a bunch of
questions that were relevant to asking the

question whether it was "used and useful ."
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Is it your opinion that it is currently "used
and useful "?

Yes.

So you get off in the decision-naking process
earlier. You take an earlier exit ranp and
say, 118 the deci sion-nmaki ng process was

I nadequate, it can't be included in rate base
118 it wasn't prudent at the tine it was
made; is that right?

Exactly right. And I would point out that
"used and useful” is a starting point when

t he Conpany can put those investnent in their
rate base. So they have to take that

deci sion beforehand. So that's why the way |
did nmy anal ysis.

' mwonderi ng why sone parts of what the
Conpany offered you weren't adequate

expl anations for the decision they nade to
build the facility. One of the explanations
that was in the data responses that M.
Sheehan went over with you this norning was

t hat we have people in the Conpany who have
worked in this industry for a long tinme, and

our considered judgnent is that on-the-job
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training is i nadequate; we need a separate
facility. You seemnot to accept that as a
sati sfactory explanation to reject the
on-the-job training approach.

Yes, there is no support for that. They are
saying that, yes, from our experience, our
experience guy said that. But they're not
the authority to say that this is good or
bad.

What authority would you be | ooking for?
What woul d have been a satisfactory support
for that statenent?

If there is any standard or any rule which
says that these are the requirenent for this
type of training and this is the way we have
to provide, which doesn't include on-the-job
training. But no rule actually says that,
that we have, on-the-job training is inferior
to training center training. So until we

have that, anything the Conpany is saying, |

don't have -- | trust them but | want to
verify that. |If it is their concl usion not
verifiable, | cannot agree with them

So you woul d say that statement may be true,
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you just haven't proven it.
The Conpany hasn't proven it.

Ri ght, "you" bei ng the Conpany.

Al so, the Conpany provided an answer, or
a couple of answers that tal ked about trying
to partner wwth another utility. They asked
Unitil. They did sone co-training with
Eversource at a facility that no | onger
exi sts. They talked to the Co-Op. And they
concl uded that there were no partnering
opportunities that were viable. Wy was that
not an adequate explanation for at |east part
of the decision that they nmade?

The nost inportant part of the

deci si on-maki ng option they had that buying
t he service from ot her service provider,
training provider, and they totally forgot
about that option.

And to give an exanple, like Unitil
provide their training within their
facilities. And they al so have agreenent
with | ocal technical training center and
uni versity. So those are the option. And if

| was in their position, that would be first
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thing should cone to ny mnd, that is there
any institution other than utilities who are
providing this type of service. And from
what | know from Unitil responses, yes, they
have the options, and they didn't even
consi der that option.
Ckay. Thank you. | think that's all | have.
CHAI RMVAN HONI GBERG M. Dexter,
do you have any further questions for M. Igbal?
MR DEXTER: | would like a
five-mnute huddle with M. I gbal before |I do
redirect, and | think it wll be fairly brief.
And t hen maybe that would be an appropriate tine
to break for lunch so we can prepare for
M. Normand in the afternoon?
CHAI RVAN HONI GBERG O f the
record.
(Di scussion off the record)
CHAl RVAN HONI GBERG  So we' | |
take a five-m nute break.
(Brief recess was taken at 11:48 a.m,
and the hearing resuned at 12: 00 p. m)
CHAI RVAN HONI GBERG M. Dexter.
MR. DEXTER: Thank you, M.
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Chai r man.

REDI RECT EXAM NATI ON

BY MR DEXTER

Q

M. lgbal, I'"d like to direct your attention
to your prefiled testinony in this case at
Page 25. There's a chart there entitled
"EnergyNorth Training Cost” that was the

subj ect of questions this norning. Do you
have that in front of you?

Yes, | amthere.

Do you see the figure for 2016 training costs
of $237, 0847

Yes.

Do you recall being asked questions from

At torney Sheehan about what m ght be in that
nunber, hypothetically and ot herw se?

Yes, | renenber that.

Can you tell the Comm ssion exactly what's in
t hat nunmber and indicate the source for that
nunber, pl ease?

The source for this nunber is Exhibit 64,
where we asked for updated version of the
previ ous data request, just to add 2016

nunber .
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And can you go through -- ny understanding is
that Exhibit 64 is a nulti-page docunent.
Coul d you take us through the docunent and

i ndi cate exactly where that nunber cones
fronf

That docunent have actually year-by-year
managenent, union, and then health and safety
and the safety synposi um nunmber. And it has
several colums. First columm is obviously

t he year; second columm is how nmany trainings
actual ly trained; then training per hour of
training; training hours total -- that's
multiplication of this second and third
colum -- average hourly pay; and then

aver age overtine hourly pay, which is
overtine hours; and then overtine hours for
trai ning; payroll, including burden -- that's
actually inflated, this nunber, total cost
with this burden. And then the gas technical
training stuff, that's the nunber associ ated
wth the trainer. And as | indicated in ny
testi nony, these are the internal trainer,
118 in one of the data request Conpany said

they didn't pay anything to National Gid for
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their training 118 they didn't charge them
anything. So all the training, gas technical
training staff, these are the internal
training staff cost. And then aggregating
all together in the last colum.
Wll, let's sinplify this, if you coul d.
There are three nunbers, are there not, in
t hat docunent, Exhibit 64, that add up to the
$237,000 that's included in your chart on
Page 25 of your testinony?
Yes. M testinony, we went through that
nunber. | can go through that.

If you | ook at Bates 2, just focus on
year 2016. The annual training cost is
24, 500- sonet hi ng; then union, 173, 000-and
sone. And if you go to the Bates Page 4,
2016 gas, | think it's |line 2016 nunber,
that's $39,507. |If you conbine all three of
t hese conponent, that will give you $237, 000.
Thank you. Now can you read the question
that's contained in Exhibit 64 that led to
t he spreadsheet that you just read fron?
This is a long history, so... "Please provide

2016 actual item zed expenses for training in
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the format of DE 16- 383, Response to

Staff 11-5. Please provide in |ive Excel
format (wth formulas intact)."

So as | understand it, you asked the Conpany
to provide you the 2016 actual training costs
that they incurred. |Is that essentially --
Yeah, actual training cost with all these
details: Actual training hours, actua

nunber of training, their overhead, their
travel cost and everything.

And the reason you asked for it in that
format is 118 you had received that format in
the prior docket where this was examn ned.
Woul d you agree with that?

Exactly.

Did you find that question to be at al

anbi guous when you wote it?

No.

Did the answer indicate that -- was the
answer qualified, that we don't really know
what's in here? Ws there any qualifications
to that answer?

There was no qualification. And this is not

the first tinme. This is the third response
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of simlar question. W asked one tine, and
then we -- the Conpany has to update this
nunber 118 they didn't cal culate the travel
hours, | think that DE 16-383, one of the
tech session nunber. And then this is the

| at est version of that.

Ckay. So you had no reason to question the
i nformati on you were receiving fromthe
Conpany.

I have no reason to question this Conpany's
nunbers, no.

Thank you. That's all | had on the training
center.

Wth respect to decoupling, there was
sonme di scussions this norni ng about whet her
or not custonmers woul d receive higher
commodity rates in cold weather. Do you
recall that?
| do.

Woul d you agree that custoners that have
opted for EnergyNorth's fixed price option
rate woul d not see higher commodity rates
during cold weat her?

Rate, yes, they would not see. But that's
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called "fixed price option." So it's fixed.
It's fixed for the entire winter if they
opted for it.
Entire winter, yes.
Wul d you al so agree that there are firm
transportation custoners that may have fi xed
their commpdity costs through a deal with a
third-party supplier?
That's ny under st andi ng.
And so if a custoner had fixed his comodity
cost through a third-party supplier and the
weat her got col der, they wouldn't necessarily
see a higher commobdity rate. Wuld you
agree?
Yeah, rates would not go up. Yes.
And you were never suggesting that when it's
col der and people use nore, that their bil
won't go up. You understand that, that when
it's cold out, their bill wll go up. Wuld
you agree”?
Yes, | do.

MR. DEXTER: Thank you. | don't

have anyt hing further.

CHAI RVAN HONI GBERG.  All right.
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Thank you, M. Igbal. W've conme to the |unch
break. W w || cone back at 1:15.
(Lunch recess taken at 12: 07 p.m and
t he hearing resuned at 1:21 p.m)
CHAI RVAN HONI GBERG Al l right.
We're ready to go. W are back. Before we do
anything else, I wll thank, | assune M. Kreis,
for providing us with Exhibit 67, which we now
have and is now part of the record.
MR KREIS: | think you can thank
M. Buckley for the hard | abor that was
I nvol ved.
CHAI RVAN HONI GBERG  Thank you,
M. Buckl ey.
| s there anything el se we need
to do before we have the witness sworn in?
[ No verbal response]
CHAl RVAN HONI GBERG Al l right.
Sue, would you do the honors, please.
(VHEREUPQON, PAUL M NORMAND was dul y
sworn and cautioned by the Court
Reporter.)
DI RECT EXAM NATI ON

BY MR SHEEHAN:
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M. Normand, could you tell the Conm ssioners
your nane and the Conpany that you work for.
My nane is Paul M Normand, NO R MA-ND.
I'ma principal with Managenent Applications
Consul ting, 1103 Rocky Drive, Readi ng,
Pennsyl vani a, 196009.
And what topic brings you here today?
Depr eci ati on.
And in a sentence or two, can you give us
your experience on the topic of depreciation?
| ' ve been heavily involved since 2000, where
it's been -- I've been integral wth studies
and the presentation of exhibits and so
forth.
And prior to working as a consultant on this
topic, did you have any jobs with industry or
ot her areas that gave you experience rel ated
to this topic? That was a terrible question.
But if you understand it --
| think you're trying to nake nme | ook ol d.

[ Laught er]
| started doing cost and rate studies in
1978.

M. Normand, you've filed testinony in this
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matter, the Liberty Uilities rate case?
Yes, | did.
What did the Conpany ask you to do in this
case?
They asked ne to prepare a depreciation study
wth the test year ending 2016.
And you prepared that study and the testinony
to go along with it?
Yes, | did.
And | can tell you that's been narked as
Exhibit 10 in this docket. |If |I were to ask
you the questions in your witten testinony
t oday, woul d your answers be the sane?
They woul d.
Do you have any corrections to your testinony
that you would li ke to make today?
No, | do not.
So do you adopt your testinony today as your
sworn testinony?
Yes, | do.
Thank you, sir. No further questions at this
tinme.

CHAI RVAN HONI GBERG M. Kreis,

can | assune you have no questions for the
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W t ness?
MR KREI'S: Correct.
CHAI RVAN HONI GBERG M. Dexter.
MR. DEXTER: Thank you, M.
Chai r man.

CRGCSS- EXAM NATI ON

BY MR DEXTER

Q M. Normand, good afternoon

A. Good afternoon.

Q So I'd like to ask you questions on two
subt opi cs of depreciation that have been
rai sed as issues in this case. The first one
has to do wth average service lives; the
second one has to do wth the recomended
anortization period for the reserve vari ance.
These questions have to do with average
service life. And what 1'd like to do is ask
you to turn to your testinony that M.
Sheehan just identified and go to Bates
Page 445, if you would. And it's a schedul e
t hat tal ks about Account 367, which contains
mai ns.

A. Yes, | have that.

Q And in the right-hand corner, on the upper
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ri ght-hand corner of this page, there's a box
call ed "Recommendations.” Do you see that?
Yes, | do.

And woul d you agree that your proposal in
this case is that gas mains be anortized over
a 60-year period? |1Is that what the |ine
"Aver age Service Life" neans?

That's correct. That's the expected average
life of the entire account.

And the col umm next to Proposed says Prior
What does that col unm nmean?

That's the average service life in the | ast
st udy.

Fromthe | ast study. And when was that done?
That was test year 2016. And | believe the
results of that study are included at the end
of this report. So the results of that study
are on Page 471.

And did you prepare the prior study as well?
Yes.

So in the mddle of the page you tal k about
the service life analysis. And would you
agree that your conclusion fromthis analysis

Is that no change should be made to the
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average service life of mains at this tinme?
Is that true?

That's correct.

Ckay. Now, Staff had asked a data request

t hat asked for sone backup to the concl usions
that you just went through, along with all
the other accounts. |I'mjust using this one
as an exanple. And that was Data Request
2-38. Do you recall that request?

| have it in front of ne.

Ckay. Well, what | have done and asked to be
mar ked as Exhibit 69 is excerpted about nine
pages fromthat response 118 | was -- and

t hat covers four accounts. And | was goi ng
to ask you about four accounts. |'m not
going to go through every account. So that's
why | don't have the whol e response there.

But if you were to | ook at Exhibit 69,
and I'lIl direct your attention -- there
aren't Bates pages on this, but there are
pages nunmbers on every sheet. And direct
your attention to the pages that are marked
as Page 13 of 36, 14 and 15. Do those have

to do wth gas mains?
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(Wtness revi ews docunent.)
Yes, they do. And you can tell fromthe
upper left that it does describe it as
"mai ns," but it uses the PUC account, which
is 1356.
And there's sone -- on Page 13 there's a
little witing up in the right-hand corner
that says "367." That's witing that Staff
put on there. You did not wite that 367;
correct?
No, | did not.
And we just penciled that in 118 it deals
w th Account 367.

Are these the -- do these three sheets
underlie your conclusion that the 60-year
average service life that existed should not
change?

That's correct.

And in the line under Average Service Life --
and now | ' m back on Bates 445 -- under the
title Requirement Curve, you see under the
Proposed colum there's a notation "R3.0."
Can you tell nme what that is?

That's a distribution curve or a nortality
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curve that says how the assets are going to
end or be retired.

And now |I''m back on Exhibit 69, and |I'm on
Page 13, 14 and 15. Can you poi nt out where
the R3 curve shows up on those pages?

The curves show up in the bottom grouping,
the third fromthe bottom in each one.

Well, let nme back up and ask you anot her
question. So we've got one account, 367, but
we' ve got three pages that deal wth Account
Mains -- or deal with Account 367 in

Exhibit 69. W've identified those pages as
13, 14 and 15. Could you tell ne why there
are three pages for mains rather than just
one page~?

Wiat | do is | have a history of data. And
in looking at that data, | break it down into
30 years, 20 years and 10 years. And what
you find is, there is a shift or a change in
| ooki ng at these different subgroups.
Typically the better weighting is the
20-year. Ten years is kind of short. So you
have to be cautious about that one.

So, typically you | ook at 20 years of
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hi stori cal dat a.

| start with that one, and then | go to 30.
And 10 is the | east wei ghted one.

Ckay. And again, we're all trying to figure
this out here. So let's go to Page 14 then,
which is the 20-year curve. So if | go to

t he sheet, about 80 percent of the way down
t his upper block of nunbers and letters
there's aline that's called "R' and a
Subtype that's called "3.0" and a Life that's
called "72.28." Do you see what |'mtalking
about ?

Yes.

Ckay. Could you tell ne what that |ine
nmeans?

That's the -- if you | ook way on top, that's
t he average service life for that |owa curve.
And that lowa curve you've identified as

R3. 0.

That's correct.

And now if | junp back to your testinony on
Bates 445, that's the Retirenent Curve that
shows on 445; correct?

That's correct.
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And so what does that nean? Does that nean
that, in your judgment, that's the best curve
to use? Can you explain what the
significance of that is?

No. What that says is if you | ook at

Page 14, you have the statistics there. So
the last three rows, what you have is the
R-curve Type neans it's slanted to the right
versus a symetrical curve. So that neans,
typically, your assets will retire alittle
above average. That's an R curve, skewed to
the right. Next to that is the curve type.
That's the height of the curve. The higher

the curve height, the greater will be your
depreciation factor. So it will increase the
expense.

Which is the height of the curve? Which

col um?

There's an "R' the first colum. The second
colum - -

Subt ype?

That's correct. And what that is, is the
hei ght of the distribution curve fromflat,

which is zero or one, all the way up to five,
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which is a very steep curve. SO0 as you go up
the curve, what you find is that your

depreci ation paraneters and the results are

i ncr easi ng.

Next to that is the average service
life. Next to that are the statistics I |ook
at. So you've got the C Index, which is the
conformance i ndex. Wat that is, is a
measure of how well the curve fits agai nst
the data points. So the way that's
calculated is they take the square of the --
square differences between the data points
and the lowa curve. So, typically what you
want is these nunbers to be above 50, which
is a good fit.

Then, next to that is the retirement
i ndex. What the retirenent index says i s how
wel |l does the curve capture retirenents. So
t he hi gher that nunber, that's what you want.
And t hen you keep going to the right. And
t he Rank, what the rank says is in the
overall range of curves from1l to 27, which
we have in the nodel, these rank 24, 27 and

22, okay. And to the right of that, what
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it's saying is Cycle index. Wat that says
I's how nuch of the curve are you using. So
t he key paraneters are the C Index, the R

I ndex and the Cycle. So the higher those
are, the better.

And when you say "the better,"” what do you
mean by that?

Well, if the indices are increasing, the
curve fit is getting better.

Ckay.

But the key, again, you ve got a bunch of
data points and you're running a curve
through it. So you want the significance to
be hi gher on the C Index, confornmance index
it's called. And the R I ndex, you want that
very high if you can. And then the | ast

i ndex way on the right says you would I|ike
that to -- you want to use as much of the
curve as you can with the data points. So as
you can see, as the life increases,
everything starts to deteriorate. You go up.
So I"'mjust -- kind of a chicken and egg
thing here. So in your study back on

Bat es 445, you're saying the recomended
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retirement curve to use is R3.07?
Correct.
And you nmake that recommendati on on the basis
of looking at the data, and primarily the
data in the C Index, the R I ndex and the Rank
colums on Page 14 of Exhibit 69. Do | have
that right?
That's correct.
Ckay. And so then you |look at what the life
is as recomrended by that curve, and the life
recommrended by that curve in this instance is
72.28. Do | have that right?
That is correct, but it's not the best
conformance index. |If you |look at the bottom
one, that's the best confornmance index for
t he group, 133.48.

Wiat | did is | says, well, it's got 60.
| can easily argue to maintain 60 | ooking at

t hese paraneters, and therefore | nmintain

60.

So you look at -- you find the best curve.
And, again, I'mjust trying to figure this
out. So you find the best curve, but then

you test that selection of the best curve and
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your ultimate reconmendati on as to average
service life by |ooking at the other data,
the other curves that are on this sheet.

That's correct.

So there's a fair anobunt -- not a fair
anount -- there is an anount of judgnent in
t her e.

There always is. A lot of nunbers. So what
you find is, in theory now, the best curve is
a 51-year curve, the bottom one, okay. And

t hen you go up and you say, well, | have a
good one above it. It's not as good. And I
have anot her one above it that's not as good.
But |I'm saying given these paraneters, ||
stay with 60. There's nothing el se that
stands out that says it should be anything.
And 60 is still a valid life to estimate for
t his account.

When you nmake that, do you sonehow sort of
take a step back and say, well, the gas

mai ns' 60 years, that nakes sense?

Yes, it nakes sense. It really depends.

It's all over the place, neaning |'ve seen

sone at 70, |'ve seen sone at 55. So,
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A

basically you would expect the life in this
type of setting versus |ike a downtown or
sonething like that, the |life would be | ess.
Ckay. And then | want to direct your
attention to M. Ilgbal's testinony, which has
been marked as Exhibit 18. And on Bates
Page 32 we have a chart where his recommended
average service life shows up. Do you have
that in front of you?
No. | have his testinony.

MR. SHEEHAN: That's what | just

handed you, M. Nor nmand.

BY MR DEXTER

Q

o >» O >

>

Yeah, |1've got a schedule in the back of his
testi nony, Bates Page No. 32. Actually, it
starts on Bates Page 31. But | want to | ook
at the same account, so |I'mon Bates 32.

| have it.

So do you see the line, 367 Gas Mai ns?

Yes, | do.

You see that M. Igbal's recommended life is
60 years?

That's correct.

So there's no dispute. | nean, you both
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reconmended the sane |ife.

Right. And that's a very |large dollar val ue
for the account for the Conpany.

Right. A lot of the Conpany's plant falls
into 367.

That's correct.

Ckay. So thank you for that detail ed

expl anati on.

And as | said, | want to do this over
four accounts. And I'd like to | ook next at
Account 320.1. And here we're dealing wth
O her Equi pnent Production. And in your
testinony, I'd like to | ook at Bates
Page 440.
| have that.

Ckay. And in the Service Life Analysis in
the m ddl e of the page where you tal k about
the results of your study, here you reconnend
a change fromthe existing service life of 30
years. You're recommending it go up to 35;
is that right?

That's correct.

And maybe w thout ne repeating all the

questions that | just went through wth the

142




© 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: NORMAND]

ot her account, if you could, |ooking at the
upper right-hand corner where you have your
recommendat i ons and your Average Service Life
of 35 and your Retirenent Curve of R1.0,
coul d you just naybe bring us through the
sane sort of analysis you went through with
367, except this tine it led you to recommend
a change fromthe existing life.

Ckay. In this account -- | guess you're
referring to the handout you gave ne,

Staff 2-387

Yes. Exhibit 69, Staff Response 2- 38.

Ri ght.

Ckay. But what that response -- those pages
for this account, which are on Page 10, 11
and 12, what you look at is, again, the

anal yses of all the curves that are in the

nodel. And what you find is, for instance,
just to give you an exanple -- | should have
done it for the other -- but sonetines what

you have to do is interpret what these
results are. You know, these are statistical
results. But if you go to the second col umm

fromthe right, you see Rank there, No. 1.

143




© 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: NORMAND]

That's the best curve. And then you go way
to the left and that's an SC curve. Wat an
SC curve is, is a straight line. So what
that says is every vintage of all that's in
this account will retire the same percentage
every year, which is illogical. But this is
a nechani cal process. So what you have to do
here is you | ook at the best curves. And if
you | ook at the 30, which is Page 10, okay,
so here what you find is the ClIndex is all
under 50.

And you indicated earlier that you like to

see this over 30118 -- over 50118 that's an
i ndication of a "good fit" | think you said.
Yes. That's correct. |If you -- the

gentl eman t hat devel oped t he net hod and
enhanced it was a person by the nane Al ex,
A-L- E- X, Bauhan, B-A-U-H A-N. And papers

t hat he authored in 1947 have been used as

t he benchmark since then, whether it's the
NARUC manual on depreciation or in these
proceedi ngs. And what he says at the end of
that article is that, if the C and R, which

is the retirenent, is they' re not over 50,
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you should not use them or recommend t hem
They' re not dependable. So, usually that's
my benchmark for |ooking at this.

So if you | ook at Page 10 here for the
Cl, which is the fourth colum in, they're
not even -- well, there's only one over 30.
So that wouldn't do anything. So then | go
and | | ook at the next grouping analysis |

have, and that's 20, which is Page 11. Here,

again, it's all -- it's not good. So | say
to nyself, I"'mnot confortable with this. So
all I've got left that passes the test is the

10, which is a short period of tine. And so
what | | ooked at there is, | said, okay, what
are iy best options here, knowi ng that the C
I ndex is over 50. And so what | have is, if
you |l ook at that as -- if you go fromthe
bottomand start at the R5.0 and go to the
right, you'll see there life of 46, the C
Index is 29.30. So | don't want to use that.
So | go up one nore. So as you go up, Wwhat
you find is the C Index, again, which is the
conf ormance i ndex, that naps a curve agai nst

data points. It inproves. But what you see
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oftentines is, as that inproves, what
deteriorates is the R I ndex, which says how
much does that curve represent of the
retirenents. So if you gain in this account,
if you gain on the confidence [sic], you | ose
on the retirenent index. Now, you can w ggle
all the way up. So with this, this being ny
weakest presentation, which is 10 years, it's
short, | said, well, it looks like and it
appears in tine this |life should be
increased. So what | didis | increased it,
li ke, 15, 16 percent. So | went from30 to
35, and | used an Rl curve, which is an
extrenely conservative, flat curve. | wanted
t he accrual rate that cones out of this to be
|l ow, but in the right direction. So that's
what | did with this one.

And |I'm on Page 12 now that you were just

| ooki ng at.

Yes, sir.

The bottom the |ast nunmber on this page says
"Mean val ue of best fitting lives is 69.07
years." What does that nmean?

It takes all the curves above it and averages
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it. It means nothing. |It's basically -- in
ot her words, when | told you that if you go

to the left colum, two thirds of the way up

you see an SC curve. It makes no sense, and
it has a life of 132 years. But it's an

out put of a mechanical process. So, for
every account, what | dois | -- what the

program does is it

i ncrenents one-tenth until

it hones in on a life.

And with that

selects a curve, an lowa curve, and t

tells you, given that

conf ormance i ndex is,

it

hen
sel ecti on, what the
the retirenmnent i ndex

and the cycle index, how nuch of the curve
you're using. So it's basically you have to
be very careful. You have a | ot of output,
but you got to, shall we say, interpret.
Sure. So did | hear you say that the 69.07
I s nmeani ngl ess?

It's just a reference point of all the
curves.

It averages everything. So you've

got good and bad curves. |If you | ook above,
li ke all the curves that are basically | ow,
li ke at the end, the Cl is below 50; it

averages all the curves.
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| understand that. So it's an average. But
it's an average that you would rely on or
woul d not rely on?

| would not rely on it.

So | think, if |I understand what you're
saying, is that if we go back to the Rl
curve, which is the one you recommended be
used, the recommended average service life on
this curve is 86.5 years.

That's correct.

And 118 that number was significantly higher
than the existing average service life of 30
years, you felt that warranted an i ncrease.

It warranted an increase. But keep in m nd,
in maki ng that decision |I'malso using just a
10-year anal ysi s.

You didn't want to place too nuch reliance on
the 86 years.

No. | usually go 20, 30 and 10, in the

wei ghting. So here | had no choi ce but

sayi ng, okay, this is ny |ast choice, and
it's weak, but the indications are | should

i ncrease the life.

Ckay. Fair enough. And again, that's the
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Q

judgnent part that you tal ked about.
That's correct.
Ckay. Again, I'mtrying to nove this al ong
qui ckly, but it's inportant.

I want to go to Account 303 now.
t hi nk Account 303 is shown on Bates Page 436
of your study.
| have it.
And this is an instance where the existing
service life is 7 years, and you're proposing
6.2 years; is that right?
That's correct. It's a dollar-weighted
aver age.
And again in the upper right-hand box it
says, "Retirenent curve best 4.0." See that?
That's correct.
And so if | go to Exhibit 69 -- now | know
there's three of these for each account, so
I*"mgoing to | ook at Pages 25, 26 and 27.
Can you describe for us what the $S4 curve
presents in terns of average service life in
this instance?
' msorry. \Wiich page are you on?

I*'mon Page 25, 26 and 27 of Exhibit 69. And
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I*'mlooking at account -- again, | penciled
"303" up in the right-hand corner, but I
guess as a prelimnary question | should
confirmthat |I'm |l ooking at the right pages
for Accounts 303 | want to tal k about.

CHAI RVAN HONI GBERG  Just to be
clear, to help people find those pages, they're
very early in Exhibit 69. They're, in fact, the
second and third pages of that.

MR DEXTER: | can't tell you how
gratified | amto hear everyone and the Bench is
followng along with this conplicated round of
questioning. | appreciate that. And the reason
I went to those pages is that on Bates 436,
where it says Account 303, the other account
nunber in parentheses is 1372.1, and that shows
up as the account nunber on Pages 25, 26 and 27.
Agai n, the reason for that, the first nunber
I's the FERC account. The second nunber in
par ent heses, that's the PUC account.

Ri ght.
The anal yses that you di scussed at Page 25,
26 and 27, those are based on -- you see the

1372. 1. The reason for that is the
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hi stori cal database that we've got, which is
a long history, is PUC accounts. So that's
why you see that nunber there.

BY MR DEXTER

Q Fair enough. And | just want to nmke sure
that I'"'mdirecting you to the right page. So
woul d you agree that Pages 25, 26 and 27 are
the right pages to | ook at this account?

A Yes.

Q Ckay. Good. And so, again, if you could go
to the S4.0 curve on any or all of these
three pages and tell us what the average
service life is recommended by the proposed
curve, and then if there's any deviation from
that, how it was you canme to your concl usion.

A Wll, if you | ook at Page 25, which if you
| ook at the upper right, that's 29 years of
anal ysis of data points, on the upper right
there you'll see 29. So the R4 curve -- no,
S4. 1'msorry. The S4 curve says that the
average service life is 9.65 years, if you
see that there. See it?

Q I do see that, yes.

A Ckay. |I'msorry.




© 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: NORMAND]

| thought you had nore.

No, no. Then you go to Bates 26, and the $4
curve there is 9.66 years.

Yes, | see that.

Then you go to the next page, the S4 curve is
9.76. So they're all consistent with around
9-1/2 to 10.

The probl em you have is none of this
means anyt hi ng, and the reason being, we go
back, and the C Index is about as poor and
nmeani ngl ess as you can get. Qut of a 100, it
doesn't even break 10. So | would never rely
on any of this for anything. This is just --
it's about as poor as you can get a result.
So the nunbers on Pages 25, 26 and 27 didn't
formthe basis of your recomrendati on then.
At all. It couldn't. Statistically it neans
not hi ng.

Fair enough. So then, what forned the basis
of your recommendation to go from?7 years to
6.2 years?

Well, when | saw these results, | says we
can't use this stuff. So then | sent an

e-mail to the Conpany and requested that the
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Conpany list all of its software and provide
an estimated |ife for each of the software
line items. And that's what the Conpany
provided ne. And | believe |I nust have
provided that to you in a data response. And
that data response was LU 1-6. And the
summary of that is presented in the
depreci ati on study on 436 that we' ve been
| ooki ng at .

So the summary of that is the dollars at
t he bottom there, weighted average, you're
sayi ng, okay, here's ny plant and here's the
wei ghting. Just the dollars tines the
average service life. So | grouped all those
together, and | cane up with an average of
6. 2.
So where did the average service |lives --
again, I'mon Page 436 in the | ower |eft-hand
corner. You've got average service |lives 3,
5 and 10. Where did those cone fronf
Those are the individual line-by-line itens
fromthat data response for all the software
they have in this account, as to the life

t hey woul d expect from each of those software
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itens at a 3-year, a 5-year or a 10-year. |
did the analysis. And what | didn't do is |
was goi ng to change a couple of them but I
did not. | left themthe way they were 118
two of themreflect SCADA software,
S-CA-DA and they had a 10-year life on
both of them And | question that today is
even valid 118 that's representing data and
interfaces in the field. And the security of
t hat equi pnent and the software is grow ng
under trenmendous pressure in the |last five
years, and it will continue. Data integrity
and security is paramount for utilities.

And so what | did is | say, okay, this
goes from7 to 6.2. |If | change the 10-year
life shorter, it wll drop to 6.2. So
said, no, I'mgoing to leave it where it is.
Now, | don't have LU 1-6 in front of ne. Do
you have that there?

Yes, | have it in front of ne.

Is that a response you prepared?

Yes. |I'mnot sure who... no, | think the
Conmpany provided this, |I think. M nanme's

not on it. But |I have the response.
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So ny question really is, then, who was it

t hat devel oped t hese average service |lives of
3, 5 and 10 for the software?

That was t he Conpany.

Do you know who in the Conpany?

| would not. | would have to ask soneone in
the Conpany. | don't know.

WAs there any anal ysis or support that cane
with the docunent that you've identified as
LU 1-6 or --

No.

So you just relied on the Conpany's judgnent
in this or the Conpany's information in this
regard?

That's correct. Typically that's what | do.
What | do is | scrutinize sone line itens
once in a awhile based on | ooking at other
conpani es. But in essence, conpanies
definitely have a plan for the software they
have to replace. So there's no way for ne to
make a three-nonth study period to anal yze
every piece of software. So | had to have
some i nput fromthe Conpany's judgnent.

Sure. So just one |ast question on the

155




© 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: NORMAND]

software category. |In the mddle of the
Service Life Anal ysis paragraph, where you
recommrend the change fromthe 7.0 to 6.2
years, you say "with a $4.0 lowa curve." D d
you still recomrend a curve, and if so, why?
Yes, 118 what happens is, if you recall our
earlier discussion, as you increase the

hei ght of the curve, it increases the
depreciation factor. So your annual expense
wll increase. An S curve is a symmetri cal
curve that basically says I'mgoing to retire
sone software early or late. But it's not
skewed either way. So an $S4 curve says |I'm
going to get activity here. |'ve seen
activity here. And an S4, to ne, represents
a reasonabl e approxinmation of the life or the
phasi ng out of software over tine.

So in the absence of the statistics on

Page 25 that you terned as "good," and | hate
to use qualitative terns like that, but the C
statistic that you terned as "good" or

"reliable," did you consider as an option,
| eaving the service life at 7.0 as the prior

study reconmended?
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157

No, 118 what | find is you do these studi es,
and what you find, probably in the |last 10
years, but nore so in the last 5 years, that
the |l evel of detail, as far as custoner
information and security, has really shrunk
the life of software. Basically you take
smart netering today or you take -- |ike they
have renote netering for gas conpanies. And
what you find is the data -- you becone very
data-intensive. And the software nost people
have today can't handle that. The billing
systenms for nost people can't handl e that.
And so what you're seeing is that evol ution
of software that's noving towards nore
data-intensive, as well as an enphasis on
protecting customer data. And a | ot of that
isn't existing. It's evolving. So that's
why t he shri nking.

MR DEXTER: So I'd |ike to hand
out one nore exhibit at this point. M. |qgbal
is going to distribute it. It's the data
request in this case prepared by M. Normand to
Staff 3-17. | think we're up to Exhibit 70.

CHAI RVAN HONI GBBERG. We are.
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(The docunent, as descri bed, was
herew th marked as Exhi bit 70 for
identification.)

MR. DEXTER: And again, | haven't
produced all the attachnents that were
referenced in this response. But we have
produced Attachment 3-17.1, and I'd like to ask
M. Normand to take a | ook at that spreadsheet
and go to the Intangi ble Plant Category 303 that

we' ve been tal ki ng about.

BY MR DEXTER

Q
A

Q

Do you have that in front of you?

Yes, | do.

Well, first of all, you provided this chart.
So why don't you tell us what this chart is.
This is a sanple of utilities that was
prepared by EEI/AGA, Anerican Gas
Association. And it represents a sanpling of
utilities over tine and their range of
average service life for these accounts, the
average service life that they cone up wth,
t he average, and then the accrual ranges that
you have for all accounts for natural gas.

So this survey pretty nuch groups a broad
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range. So, for ne to say that this sanple
represents nore of a small utility |ike

Li berty-EnergyNorth or it represents Boston
Gas or KeySpan, there's a world of
difference. So this is just an average of a
whol e bunch. | mght add, this is about 15
years old, so it would not reflect current
practices. But it is to give you an idea of
the stats that were produced 15 years ago,

| ooki ng at a whol e bunch of wutilities around
the country. This gives you a range. |
typically don't use it. | provide it when
peopl e want to have a reference. That's al

| do with it.

So the chart was provided in response to a
question that asked, "Please anplify on the
statenment that MAC s evaluation included its
experience with 'li ke assets.' Pl ease
provi de any conparative data for other
natural gas utilities that support MAC s

pr oposed average service |lives and sal vage
rates for EnergyNorth." So that was the
question. The chart cane in response. But

t hi nk what you're saying now is you don't
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rely on this or you didn't rely on this or
No, | look at it periodically. But to say
t hat ny nunbers have to hit these nunbers

li ke we tal ked about 303 software. This s

t hat you have here for 303 doesn't refl ect

what' s happened for software for the | ast
15 years.
And -- I'msorry. Go ahead.

For sone accounts it nakes sense, for sone
ot her accounts it doesn't. For instance,
were tal king about, let's see, nains. And
here, mains, you would go to the third pag
That woul d be Account 376, okay. The rang
Is 26 to 80. The average is 55. W

recommended 60. So we're above the averag

t at

10,

we

e.

e

e.

Are we outside the nornmal ? No. | think over

ti me what happens i s you nove towards

slightly higher average service life. That's

why you do these studies periodically.

And the chart that we're tal king about is
part of Exhibit 70. The average service |
for intangible plant is 9 years, as shown
Page 1 of the chart; correct?

That's correct. But, again, it's dated.

ife

on

CGot
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to keep that in mnd.
Under st ood.

Last account | want to | ook at in your
study is Account 381, neters. And | believe
t hat shows up in your testinony on Bates 448,
449, 450 and 451; is that right?

That's correct.

Ckay. Can you explain why there's four pages
for neters rather than one page for the other
accounts that we were | ooking at?

118 what we did there is, going forward,
we're going to try to split this account out.
And the reason for that is you' ve got four
categories of dollars, and the dollars vary
quite a bit by the subaccounts. For

i nst ance: The nmeters, 381, is 14.6 mllion;
381.1 is only 188,000, roughly speaking. And
t he next page, the neters thensel ves, which
Is ERTS, electronic recording, that's 5.6
mllion, and neter installation is

14 mllion. So the lion's share of this is
two accounts. And so what we said is, okay,
over tine, what happens is if you | ook at the

progression, typically the | ongest slide wll
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o >» O > 0

be the installation. The next |ongest wll
be neters. The next |ongest will be
instruments. And then the shortest that
you'll have is ERTS, electronic recording.
And so when | did the analysis of this
account, it wasn't segregated, and | did not
have the historical data to do the anal ysis.
So | did the analysis as an integrated, shall
we say "basket of dollars,” and came up with
an answer for that basket of dollars, which
was the 32-year life.
So what was the current |life for this basket?
Thirty-five.
So you went from 35 to 327?
That's correct.
But if | |ook at Bates Page 50 -- or 450, you
went to 15 years for the ERTS; correct?
That's correct. |If you recall, when you go
through the lives of these four accounts, the
shortest |life you will ever experience is the
ERTS, the electronic recording units.
They're little nodul es that you put on the
big neter, and it allows you to do renote

nmeter reading. And so that's typically --
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A

that life typically is 12 to 15 years. | use
15 years as the outside to be reasonabl e.

So if | understand what you're saying, then,
there is a significant drop in the

el ectronics part of the neter? |Is that what
the ERTS i ssue is? You said electronic
sonet hi ng.

That's correct. It's not nmechanical. It's
el ectronics. And el ectroni cs changes over
tinme, 118 what you're doing is you're doing
renote nmetering. And the advances in
requirenents in security, these nodul es don't
last |like the length of the meter. But at
the sane tine, if you | ook at the nodul e,
it's small conpared to the overall neter.
It's alnost |ike, oh, probably that cup of
coffee to that conputer. It's very small.
And it's a unit you put into the big nmeter
and it allows the data gathering.

So how about the parts of the neter that
aren't electronic? Wat was the basis behind
reduci ng the average service life for those
from35 to 327?

| didn't do an analysis. | basically said
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the statistical analysis | did gave ne
32-year life using a conposite, okay. Wuld
sonme of the lines be longer? Yes. The
installation, as | said earlier, would be a
little longer. 1t always is |onger.
Basically, installation may be 35. 1It's
usual ly 10 percent higher than the neter
life.

The problem | had is | had to recognize
in the conposite that what was bringing the
life down was the electronic netering. And
so the 32-year represents a conposite of al
t he dol |l ars.

Now, instrunents, probably you'll get 20
years out of that, but there's no noney
there. So that has very little influence on
the results.

Right. So where did the wei ghted average

t hen cone fronf

It'"s not. It's just | did the analysis on
the total account. Like we were talking

bef ore on the curves and the accounts, the
statistics, | did that for the total account.

Ckay. Does that show up on Page 22, 23 and
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24 of Exhibit 69?

Yes, that's the full account, all doll ars.
Coul d you go through the analysis |ike you
did for the other four accounts as to how you
canme up with the recommendation to go down to
the 32 years?

Ckay. Wiat | did here is | said | have to
recognize | don't have the dollars or the
anal ysis capability for all these subsets.

So the dollars | have represent a conposite
basket of dollars, sone small |ives, sone
short lives. So what | did is | said, okay,
if 1"'mgoing to cone up with alife for this,
I need to nmake sure these statistics are
strong. So | need the C to be above 50.
That's the fourth colum in. | need the
retirement index to be a 100 and the curve to
be a 100. So if you |ook at what | had, and
| go up and | said, okay, the second fromthe
bottomin the third-year anal ysis gives ne
31.86 --

And we're on Page 22 now, correct?

We're on Page 22. That's correct. And that

gives ne a C of 61, which is very good. So
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you go down to the 20-year analysis, the next
page, and you |l ook at the sanme thing; there
it's a 31.89 life. Again, you go across and
you'll find the Clndex is better. And the
retirenment index and cycle is a 100, which
means, using all the curves, | amreflecting
all the retirenents, and |I've got a very nice
conformance i ndex of 67.3. And that tells ne
the life there is 31.89. So this, | said,
well, I'"Il just use 32.

So did your study incorporate 32 for the
ERTS, or did it incorporate 157?

What happens is, 118 the basket of dollars

I ncludes the ERTS, but it's 5 mllion out of
let's say 33 million, or whatever it is, it's
going to bring the average service |ife down
alittle bit, okay. So the 32 was just what

| used for all of the accounts except ERTS,
which is the el ectronic recording.

And was the 15-year life for the ERTS based
on any curve?

No, it's just the manufacturer's life of the
equipment. | think | told you it was 12 to
15.
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And when | go to Bates Page 450, where it
says Retirenment Curve under the 15.0,
Proposed |life of 15.0, it says Retirenent
Curve SQ \Wat does that nean?

That's a unique curve. It's a square curve.
It says when you get to 15, it di sappears.
It's square. A straight line down. 1In other
words, there's no lingering |ike you would
have in a non-curve.

So did you rely on the SQ curve?

Yes, 118, as | said, if you expect the life
to be in the range of 12 to 15, | took the
outside range and said by then they'|I|l all be
gone. But you replace them periodically.
You' Il have early failures. But this does
not represent that. This is just an average
service life. So..

Sol'dlike to nove to the second topic that
I mentioned we were going to question about,
and this has to do with the anortization of
the reserve inbalance. And |I'd like you to
start by expl aining what this inbal ance is.
The i nbal ance is a conparison of the

Conpany's book reserves versus a theoretical
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reserve. Now, a theoretical reserve
basically says, if | ook at this plant
account and | apply the curve and life that
you give ne for that account fromthis study,
what the program does is it cal cul ates what
the reserves would be to the end of that
account if the behavior of the retirenents
woul d refl ect the chosen curve and life.
Now, we all know that doesn't happen. But
that's the best informati on we have today.
So | ran these cal culations, and from
that it gives ne every account a theoretical
reserve level, and then we conpare that
agai nst what the Conpany's book reserves are,
and there goes the difference. That's in ny
Schedule A in the back of this report.
Schedul e A you sai d?
Yes. |If you go to, oh, let's see, Page 464,
sonething |ike that. Yeah, 464.
And t he Reserve Variance appears in the
second to the last colum on the right;
correct?
That's correct, Colum 13 at the bottom and

It says 9.946 mllion.
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And at the tinme this case was filed, that was
t he reserve difference.

Now, does the fact that that's a
positive nunmber, does that indicate that it's
a surplus or a deficit?

If it's a positive -- renenber it's basically
Colum 11, okay, less Colum 12. So that

says theoretical reserves should be 165

mllion plus change, and the book reserve is
155 mllion plus change. So that positive
indicates a deficit. |I'msorry.

So the nore you depreciate, the smaller this
deficit would be; right?

Yes, if you increase the depreciation accrual
rates, yes.

But to deal with this recomendation -- to
deal with this reserve variance, the
recommendati on was to anortize this reserve
over a certain period of tine; correct?
That's correct. It emanated fromthe
Conpany's | ast study, where a gentleman from
PUC Staff, M. Cunningham and | had sone

di scussions. And what | was concerned about

was, In that instance, it was the other way,
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conpletely the other way. So whether it's

this way or what the Conpany faced for the

| ast 10 years, what you try to do is danpen
the effect of swings in accrual rate.

However, | have to fault nyself and ny
shortsightedness in the |ast study 118 | said
two cycles. A cycle to ne is you do a cycle
every 5 to 7 years. So, 6 years, tw ce that
Is 12 years. That's typically what |
reconmmend for whole life rates. Not for
remaining life, but for whole life. When you
do that, what's cone out in this case, which
didn't cone out |ast case, is | assuned
incorrectly that the Conpany would file
several rate cases before that 12 years was
over. | had no idea they would file no cases
until now. And so what happens is the
Conpany kept returning dollars, but there was
no check. This tine you have the conmpl ete
sw ng on the opposite side, and that's a
function of the Conpany investing a | ot of
dollars. If you | ook at sone of these
accounts, they al nost doubled in 10 years.

And you see that in this account. |In this
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Conpany, it's nmains and services. Those are
the big-dollar itens. You don't have to | ook
any further. And that's what's driving the
i mbal ance.

Now, | woul d suspect, and personally,
t he Conpany ought to do one of these studies
agai n when they have five full years of data
points -- neaning, we did a study on 2016
cal endar, so they should do a study on 2021.
l'"msorry. Slow with the nunber here. 2021
cal endar year. So that probably would be in
2022 that you'd have the results of the
study. But you' d have five nore data points
from which to draw concl usi ons.
Now, the |ast study that you nentioned that
you pointed out earlier in the docunment here
was done based on 2006 data; correct?
That's correct.
And woul d you agree that that was in
connection with a rate case that had a docket
nunber from 2008? | think it was DG 08-0009;
correct? O would you accept that as
correct?

Subj ect to check. There's always a |lag from
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the tine -- see, | take a cal endar year, and
| probably won't have the data to do a study
until probably towards the end of that year.
And it takes ne three nonths to eval uate and
t hen produce a report. So, typically it wll
flow, usually it's a year plus.

And in the | ast case, when you did this study
in the | ast case based on 2006 data, there

was a reserve inbal ance in that case as wel | ;

correct?

That was correct. It was the other way.

The "ot her way" neaning that it was -- that
there was over -- is it fair to say there was

over - depreci ati on?

Yes. The reserve was higher than the

t heoretical reserve. That's correct.

And the anortization that took place was a
situati on where noney was being returned to
cust oners.

That's correct.

Ckay. And in that case, you recomended t hat
t hat noney be returned back to custoners over
a 12-year period; correct?

That's correct. Again, renenber, the
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assunption there, which I didn't state, was
that | assuned the Conpany would be filing
rate cases --

Ri ght.

-- which they did not.

So you assuned back in 2008 that they woul d
file a rate case in the next how nany years
do you thi nk?

At that tinme, about nmaybe three to five
years. Now, what's happening now i s that
period shrinks. | nean, |'m|looking at
Northern and I'm | ooking at Fitchburg and
Massachusetts Gas Electric, and they're
getting into the two- to three-year cycle.
Md-Atlantic sane way, two to three years.

| can't speak for the Conpany as to what
they're going to do. But the period -- you
woul d expect in the 12-year cycle you're

going to probably have three rate cases.

And what's the 12-year cycle you're tal king?

Ch, the two cycl es.
Yeah, a cycle neaning the tinme span between
depreci ati on studi es, six years.

Si x years, okay.
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Now, do you recall back in 2008 when you
did this study, do you recall when the prior
depreci ati on study was done for EnergyNorth?
I wish you woul d have asked that question. |
woul d have produced the report. | don't
remenber .
Ckay. So, going forward from 2008, you said
t hat your understanding is that the next rate
case filed by EnergyNorth is the one that
we're in now?
That's correct.
That's in fact not correct. | think it's
easily verifiable that there was an interim
rate case filed in the 2013 tine franme that
was decided in 2014. So you're conpletely
unfamliar with that case?
| have no idea of that case.
Ckay. Well, assum ng that that was the case,
and it was --
But there was no depreciation study done.
Well, that was going to be ny next question.
Was there a depreciation study done in that
case? Again, you're not famliar with it.

We went down this road this norning, so...

174




© 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: NORMAND]

No.

So we have two frequencies that we're tal king
about. We're tal king about frequenci es of
rate cases and frequenci es of depreciation
studies. And I'd like to tal k about them
separately.

Is it your understanding that a Conpany
| i ke EnergyNorth -- is it your recommendati on
that a conpany |ike EnergyNorth -- 1'1]]
rephrase that.

Is it your recommendati on that
EnergyNorth file a depreciation study in each
rate case?

No. |If the rate case -- let's nake the
assunption that EnergyNorth would file a rate
case in three years. You wouldn't have
enough data points to make any neani ngf ul
changes. |If you go another three years or
two years, then you would. As | said, if you
have at | east five nore years, 2016 puts you
to 2021. And you probably, if things worked
right, and they knew that, you could probably
get this thing done and finished in 2022.

MR. DEXTER: So | have anot her
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docunent | want to hand out. | just need to
find it. |If | could take a mnute to -- M.
Chairman could | take a five-mnute recess to
get these docunents strai ghtened out?
CHAI RVAN HONI GBERG Sur e.
MR. DEXTER: Thank you.
(Brief recess was taken at 2:29 p.m,
and the hearing resunmed at 2:50 p.m)
(The docunent, as described, was
herewith marked as Exhibit 71 for
identification.)
MR. DEXTER: Thank you for the
break, M. Chairnman. | appreciate it. And
while you were out, we distributed one nore

docunent . That woul d be Exhibit 71, and it has

to do with this issue. | believe all the
parties and the witness have a copy. Is that
ri ght?

BY MR DEXTER

Q

M. Normand, in addition to that docunent,
I'd like you to turn to Page 405 of your
original testinony, please.

Yes, | have that.

And both of these docunents state that your
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recommendati on was that this reserve vari ance
be anortized over 12 years; correct?

That's correct. As | mentioned before,
that's the -- the underlying assunption there
was the Conpany would file rate cases. And
so ny sinple definition, if you're going to
file a rate case, you're going to file a
depreci ation study. But that's a function of
the frequency. But | would expect over siXx
years that you'll file -- | can't speak for

t he Conmpany -- you'll file a couple of rate
cases, and over 10 years, probably three rate
cases, and probably have two depreciation
studies. So the Comm ssion woul d have ampl e
reference to reset things.

In fact, your testinony says that, and |'1]1

ki nd of paraphrase it. But what it actually
says is, "Qur recommendation wth respect to
this variance is to anortize it over two
depreci ation cycles, or 12 years, as one
cycle reflects periodic studies taken every
five to seven years." That's what your

testi nony says; right?

That's what ny testinony says.
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And so in this case, the last -- for this
Conpany, the | ast depreciation study was done
in -- was based on 2006 data | believe you
sai d.

That's correct.

And this depreciation study was done on the
basis of 2016 data; correct?

That's correct.

And | think you said just before the break

t hat you woul d expect that the next
depreci ati on study woul d be done based on
2021 dat a.

That's correct. Wat you'd want is at | east
five nore data points for every account.

So, two depreciation cycles under that woul d
be 10 years? |Is that what you're saying?
Yes, roughly speaking.

So are you recommendi ng that your testinony

on 405 be switched to 10 years, or are you

still confortable with the 12 years?
Well, what ny recommendati on says is you do
them every five to seven years. So | just

t ook the m dpoint.

Ckay. So you're not recommendi ng that your
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testi nony be changed. You were just dealing
with sort of rough average nunbers here.
That's correct.

Ckay. And in fact, the proposal -- well,
before we get to that, on the docunent that
was handed out as Exhibit 71, on the back of
it, Page 2 of it, you had tal ked about a
couple of different nethods to handl e reserve
vari ances. And in Method No. 2, you talked
about not anortizing the variance at all
within a particular band width of 5 to

10 percent. Could you explain this a little
further, please?

What happens when you get a vari ance, every
tinme you do a depreciation study the
paraneters change a little bit. So, 118 of
that, you'll have a variance. |In order for
you not to encourage playing with the rates
too much, typically commssions will say if
the variance is within 5 or 10 percent, we do
nothing. Wait until the next case or the
next study. And that's reasonable. |In other
words, you just -- every study will give you

paraneters that wll give you new nunbers.
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And what you find is when you have a curve in
the life of an account, you're saying the
behavi or of that account will follow this
curve inlife. And | don't knowif | said it
in ny testinony or ny report, but we're
giving you the best informati on we have,
given the data we have. But for nme to sit

here and say mai ns account, whatever account

it is, will behave for 60 years according to
this nortality characteristic, | say that,
but quite candidly, | don't think it wll

happen 118 there's too nany vari ables. |
can't predict 40 years out the road.

Ckay. And what is the |level of the reserve
variance in this case? Does it fall inside
that 5 to 10 percent |evel that you
ment i oned?

No, it follows way outside.

It does. What is the |level of the variance?
It's alnobst 10 m I lion.

And so 10 mllion as conpared to what to get
to this percentage we're tal king about?

If you go to 464 --

Bates 464? Yup, |'mthere.
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And if you go to the reserve variance, it's
9 mllion.

We tal ked about this earlier. It's

9, 946, 778; correct?

Ri ght.

And so what nunber am | conparing that to, to
cone up with this band width of 5 to

10 percent?

You' re basically saying that the account
woul d be on the theoretical reserve with net
sal vage.

And that figure is 165, 193, 965; correct?
That's correct.

Soif | were to divide 9,946, 778 by

165, 193, 965, wouldn't you agree that | would
get a nunber between 5 and 10 percent?
That's correct.

So then |I'm confused by your prior statenent

that said it was way outside the band w dth.

Well, | was assum ng basically the 5 percent.
Ckay.
But very few -- there's only probably two or

three PUCs that do that. 118 whole life is

not ranpant by regul ators, nost of the
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depreci ati on studi es are done on renai ni ng
life.

Right. No, | understand that. And your
answer on Exhibit 71 said that if you're in a
whole life situation, which we are here, one
option would be to not do any anortization if
it fell within this band wdth; correct?

If you selected a band wi dth, yes. The other
way to do it is to spread your deficiency or
excess over a period of tine.

And that's what's recommended in this case.
Yes. And the third option is to do it over a
period of tinme and then do another study to
see if you're on track.

Ckay. We've already tal ked enough about
frequency of depreciation studies, so | won't
ask you further about that.

So then I1'd i ke -- 118 you under st and
that the Conpany's position in this case is
not to anortize the reserve variance over 12
years, but in their original filing was to
anortize it over 3 years. You understand
that; right?

That's what the Conmpany proposed. But they
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were | ooking at different factors.

Right. And | wanted to get into that. But

go ahead. | didn't nean to interrupt you.
Wll, | don't ook at the financial inpact
and so forth. | do a study. These are ny
results. |If the differences are |arge, then

you shoul d take an extended period of tine to
adjust for them Now, | also know, and it's
obvious at this point in this proceedi ng,
t hat you ought to do a study every five to
six years. At that point, you will have a
new ref erence point to say what actions
you' ve taken, are they working in a direction
that will resolve the problem or it's not
enough to resol ve the problem

I n ot her words, what happened since the
| ast case that created this is that the
Conpany, which surprised ne, but they nade
maj or plant investnents. As | said earlier
today, in sone accounts it was double. And
so what happens with that is, you got to
remenber, if you take the life of an asset
bei ng 60 years, mains, in the period of 10

years you're not going to get to a reserve
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| evel that nmakes sense. So what you're doing
is you're increnmentally getting there. But

if the average life is 60 years, your reserve
is going to be severely deficient if you're
putting a ot of dollars in the ground. And
| suspect -- again, you'd have to ask the
Conpany. |If the Conpany's investnents in the
next three, five or ten years continues at

the rate it had been doing, you' re going to

have a -- you're going to conpound this
pr obl em
So if | understand, if | can sumup, and if |

get this wong, please tell ne, your
reconmendation is that you set the
anortizati on assum ng two depreciation
cycles, 10 to 14 years, but that you
recommrend that it be | ooked at every tine a
depreciation study is filed before the
Comm ssi on.

That's correct. Wat that would give you is
a reference point to say what |'ve done, the
actions |'ve taken, are they correcting the
problem 118 you got to do this with whole

life. Remaining |life doesn't have that, but
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whol e |'ife does.

Ckay. So I'd like you to | ook at a docunent.
And | confess | don't remenber the exhibit
nunber. But it's M. Millen's rebuttal
testinony filed in this case in January of
2018. And on Bates Page 133, M. Millen

tal ks about this very issue. Do you have
that in front of you?

Yes, | have. Yeah.

In fact, there's an indented paragraph there
t hat quotes fromthe data requests we were
just |looking at, Exhibit 71. And M. Millen
states that your reconmendati on was based on
| ooking at the topic of depreciation in

i sol ati on, whereas the Conpany's proposal
took into account the entirety of the filing.
Do you see that?

That's correct.

And t hen he goes on to say, "including the
circunmstances regarding the length of tinme
over which the depreciation reserve inbal ance
has accumul ated."” So you under stand what

t hat neans, the "length of time"?

Yes.
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Ckay. And what does that nmean in your view?
VWhat is M. Millen tal king about there?

| can't speak for him | can interpret what

I think he's saying.

That's what 1'd |i ke you to do.

Basically he's saying -- what you' re saying
Is since the |ast study in 2006, for 10 years
we've swung froma reserve that was too high
to now a reserve that's deficient. So the
only thing that caused that is a massive

i nfusion of dollars in plant, mainly mains

and services. | think | gave you a data
response to that effect. In any event, that
w il always occur, as | said earlier. The
fact that you put a mllion dollars of nains

in, you're not going to recover that for over
60 years. So if these are new doll ars that
are occurring in let's say the next 5 or 10
years, your reserve wWll be deficient until
you get to a certain point in tine. Now, at
sone point this Conpany, as all conpani es,

t he construction and new dollars going in
wll slow down and then you'll catch up.

Wien that occurs, | have no idea what their
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pl ans are or what their construction plans
are.

So what, then, is the length of tine over

whi ch this depreciation reserve inbal ance
accumul ated in this case?

I would say the Conmmi ssion has to find a

m ddl e ground as to what it is, and then ny
reconmendation is they do another study wth
five nore years of data.

So do you know or do you not know the | ength
of tine over which this reserve inbal ance
accumnul at ed?

The reserve inbal ance, as | just said, went
froma negative 8 or 9 mllion in -- the
study was in '06, and the rate case was, |
think you said, '08. But fromthat tine to
this tinme, we swung from over probably

8 mllion to under 10 mllion, all driven by
maj or capital additions.

Ckay. And you understood that when you put
your testinony together. This is not a
surprise to you; right?

No, no. But it was a surprise, as | said

earlier. | did not anticipate this |evel of
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pl ant additions and the fact that the Conpany
did not have a rate case where there was a
new depreci ati on study submtted. See, a | ot
of times | look at a rate case -- typically
when you file a rate case, you file a
depreci ati on study, unless the frequency's
under three years, and then you'll skip one.
So the second part of M. Millen's statenent
as to what he | ooked at was along with the
time period over which the inbal ance shoul d
be addressed. Did you |look at that when you
cane up wth your recommendati on? That, in
fact, is your recommendation; right? Do you
see anything different between that statenent
and your recommendation that it should be
addr essed over two depreciation cycles?

Yes. Again, all of this is driven. 1It's

uni que. The size of this Conpany and the

pl ant investnents they nade, nade a sw ng |
woul d never have anticipated back in the | ast
case. | had no way of anticipating that. In
hi ndsi ght, | should have known. | should
have asked nore questions and said, Do you

have any maj or construction? | didn't know.
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But if I'"mdoing this study, | should have
known better, but | didn't.
Q Ckay. | don't have any further questions.

Thank you.

189

CHAI RVAN HONI GBERG:  Commi ssi oner

Bai |l ey.
CMSR. BAI LEY: | have no

questions. Thank you.

CHAI RVAN HONI GBERG:  Commi ssi oner

G ai no.
COW SSI ONER d Al MO Sane.
CHAl RVAN HONI GBERG  And | have
no questi ons.
You would like to redirect,
M. Sheehan?
MR. SHEEHAN: Thank you. | do
have sonme questi ons.
REDI RECT EXAM NATI ON
BY MR SHEEHAN:
Q M. Normand, a coupl e basic questions. The
i tbal ance that existed the last tine you did
a study in 2006 was, in essence, noney the
Conmpany owed to its custoners 118 it had

depreci ated too fast.
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That's correct.

And fromthat tinme, you said $8- or $9
mllion dollars was the inbal ance in that
direction. It's now swng to a $10 mllion
i nbal ance, where, in effect, the Conpany has
been depreciating too slowy, so that the
custonmers owe the Conpany noney. That's a
sinmplification, but that's the gist of it.
That is. It's alnost like -- and it's due
directly to massive plant infusion.

And there seens to be some confusion over
your testinony about the exi stence of

i ntervening rate cases. Am| correct to say
your point was, between your study of '06
data until today, it wasn't the lack of rate
cases, it was the |l ack of depreciation
studi es that occurred during those 10 years?
Yes. Wien | was testifying, | basically
linked a rate case with a depreciation study.
O course that's shortsighted, 118 if you do
a rate case every two or three years -- | can
honestly say you shouldn't do one. But if
you want ne to do one, that's fine.

And for the record, | think everyone else in
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t he room knows, there was a rate case done in
2010 and another rate case done in 2014,
nei t her of which had depreciati on studies.
As far as | know, they didn't.

And so what happened is the adjustnents nade
in the 2008 rate case to return noney to
custonmers was never | ooked at for 10 years.
That's the problem As |'ve said, that's
probably ny shortsi ghtedness at the tine.
And you don't know, or you didn't know t hat

t here was a change in ownership of the
Conpany whi ch may have i npacted those

deci sions and nany ot her factors. Again,
that's outside the scope of your nornal

i nvestigation; is that fair?

That's correct.

Goi ng back to the first hour of your

testi nony, M. Dexter wal ked you through the
process for assigning lives to certain
categories of assets. And ny question as to
t hat process you descri bed through the four
or five that he went through, you went

t hrough that process for every category of

assets that you studied on behalf of the
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Conpany.

That's correct. You have to go through all
of them The only process where you don't go
t hrough that -- renenber, you need a
retirement index. So if you have accounts

t hat have no activity or no retirenents, you
can't do a whol e bunch about that. You just
rely on whatever the Conm ssion approved | ast
time. That's what you accept until you get
experience with retirenents.

You were not -- were you involved in the

di scussions that resulted in the settl enent
agreenent that we have in front of the

Conmm ssi on for approval ?

No, | was not a consultant.

We have inforned you since that the proposal

in the settlenent agreenent is to anortize or

recover that $10 mllion which has been
reduced to $9 mllion -- and I'I|l get to that
in a mnute -- over a period of five years.

We've infornmed you of that; correct?
Yes.
And we've also inforned you that it's the

expectation that the Conpany w Il cone back
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for another rate case, at nost, four years
out, and likely three years out, which has
been our schedul e recently. You re aware of
t hat ?

Yes.

And what woul d be your reconmmendation to do
vi s-a-vis whatever cones out of this order
about the inbal ance when we're back in for
anot her rate case in three or four years?
Wl l, what you would do, or what | would
recommend that you do is that at the tine you
cone in, you can do a mni depreciation
study. And all you would deal with is the

t heoretical reserve and book reserve. And
what that will tell you for each of the

accounts is |like ny study now produces al nost

10 mllion. So if you cone in in three years
and it says it's down to 7 mllion, now, part
of the reason you say, well, it hasn't cone

down very nuch. But the offset during that
period of time is how much investnent in

pl ant has the Conpany made. That's going to
be an offset. WII the investnents they nake

foll ow what they've done historically? |
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don't know. You'd have to ask the Conpany

t hat .

If the investnents of the past few years
conti nue for the next few years, all else
bei ng equal , what woul d you expect to happen
to the inbal ance?

If you use a five-year anortization, probably
change a little bit, but not a whol e bunch,

if they're at these levels of putting dollars
in.

And if you use a 12-year anortization?

You'l |l be way up.
The i nbal ance wll be worse.
Yes. But at sone point the Conpany wll sl ow

down. You can't put this nuch noney

conti nuously for -- you know, at sone point

it slows down, and that's when you catch up.
Havi ng been told that the proposal in this
rate case -- well, first of all, the

settl enent agreenent al so accepted sone --
changed your depreciation |ives sonewhat. W
noved of f of what you recommended. And I'm
gi ving you that as assune that's true. And

we noved into generally slightly |onger |ives
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overall. And applying those |longer lives to

the formul a, the inbal ance has gone from 10

mllion to 9 mllion. Follow?
Yes.
So, assum ng we now have a $9 mllion

I tbal ance under the terns of the settl enent
agreenent, and assum ng that we anortize over
five years, with the expectation we cone back
in three to do the check you just descri bed,
do you think that's a reasonable way to
approach the existing anortization inbal ance?
It's an approach. And again, if | was the
Commi ssion, |I'd ask soneone in the Conpany,
"I's your projection of investnents going to
conti nue at the rate you' ve been havi ng?" |If
that's the case, you're correct.

So if that is the case, that our projections
are to continue investing at the rate of
recent years, if not greater, would you agree
that the proposal in the settl ement

agreenent, the five-year anortization, cone
back in three, is a reasonable way to address
the existing $9 million inbal ance?

That's correct. It's a reasonabl e approach,
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as long as there is a check in three years
and anot her study in five. | think the
Commi ssi on woul d have sone confort that
there's going to be a check and bal ance.
So what | understand you just said, if the
Conm ssion were to approve this part of the
settl enent agreenent which includes this
| anguage, you would reconmend that the
Comm ssion also require us to do this check
on the depreciation bal ance at the next rate
case.
That's correct. It's not a major effort.
It's probably two to three days of work.
Conpared to three nonths for the whol e study?
That's correct.
Thank you. | have no further questions.

CHAI RVAN HONI GBERG  Thank you,
M. Normand. You can return to your seat.

| think M. Igbal is returning
to the wtness stand?

MR, DEXTER  Yes.

CHAl RVAN HONI GBERG W'l |l note

for the record he is still under oath.
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AL- AZAD | QBAL, PREVI QUSLY SWORN
CHAI RMVAN HONI GBERG M. Dexter.
MR. DEXTER:  Thank you.
DI RECT EXAM NATI ON ( CONT' D)
BY MR DEXTER
Q M. lgbal, we're going to continue asking you
questions concerning the topic of
depreciation. And I'd like you to turn to
your prefiled testinony. Do you have that
bef ore you?
A Yes.
It's Exhibit 18 in the case. And |I'd |iKke

O

you to go to Bates Page 31, which is the

chart of your proposed average service |lives.

A ' mthere.

Q Do you have that in front of you?

A Yes.

Q Now, this chart, which goes on for three
pages, contains about 20 different
reconmended average service lives. Wuld you
agree?

A Yes.

Q And there were certain instances where you

di sagreed with the average service |lives
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reconmended by the Conpany; is that correct?
Yes.

I's one of those average service lives that
you di sagreed with Account 303, Capitalized
Sof t war e?

Yes.

And coul d you indi cate what average service
|ife you recommended as conpared to what the
Conpany recomends?

My recomrendation is average service life of
seven years. That is existing average
service life. And Conpany proposed 6.2
years.

You were in the roomwhen M. Nornmand took us

t hrough his cal cul ation of the 6.2 years;

correct?
Yes.
How is it -- or explain to ne -- |'msorry.

Let ne rephrase that.
Woul d you pl ease explain for the
Comm ssi on how you cane to your reconmmended
seven-year life?
First of all, I didn't do any study,

depreci ation study. W have to rely on the

198




© 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: IQBAL]

depreci ati on study the Conpany provided, the
previ ous depreciation study and current
depreciation study. So | had to go through
t hose --

(Court Reporter interrupts.)
We have gone through during this session
whi ch account we should sel ect, which nunber
we shoul d select, what is the ASL fromthose
curves. Those are not provided in the
original testinmony of M. Normand. It is
part of the data request. So | was trying to
understand then what is the nethod he used to
cone up with this nunber, particularly, as he
explained in his testinony, that 6.2 didn't
come fromany study; it is comng fromthe
Conpany's data. They said that these are 3
years, these are 5 years, these are 10 years
ASL. And there is no support provided for
that. Even M. Normand didn't ask for the
support. He just used the Conpany nunber. |
woul d prefer to base it on existing nunber,
which is -- which Conm ssion actually
approved than based on unsupported nunber

which is proposed in this case.
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So if | understand what you're saying, your
reconmendati on was to continue the existing
life 118 it was based on a prior depreciation
st udy.

That's ny position, yes.

And factoring into that position was your
under standi ng that M. Normand said the study
he did in this case, the results were
unreliable. W just heard that. For this
particul ar account, the results were
unrel i abl e.

Yes. On that, | think I would add one nore
caveat on that, that the person who actually
created the C Index, R Index, M. Bauhan, he
actually went -- one of his conclusion is
even if those are not acceptable which are
not above 50, but is better than using any
random nunber. So, yes, those are not --
doesn't neet the standard. But in his 1940s
paper M. Normand actually referred to, that
paper says that even when it is not
acceptable, it is better to use a nunber
based on anal ysis than a random nunber. And

that's what | amfollowing here, that this
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nunber, 3, 5 and 10-year nunber, is provided
by the Conpany, and they didn't provide any
anal ysis. But we have a SPR --

(Court Reporter interrupts.)
We have a SPR anal ysis here which is giving
us a higher nunber that is al nost 11 years.
We are not proposing that. W are being very
consi stent and conservative. W are just
saying let's keep the current nunber 118 your
nunber i s not supported by anything. Current
nunber we can live wth.
Are there other instances in your charts,
starting on Bates 31, where you proposed
keepi ng the remai ni ng average service |lives
rather than relying on the study that was
presented by M. Nornand?
Whi ch one you are tal king about ?
I*'mon Bates Page 31. And |I'm asking on this
two- or three-page chart, are there other
I nstances |i ke Account 303 where you chose to
reconmend keeping the existing average
service |life as opposed to going with the
nunber that was recommended by M. Normand?

Yes, that's ny approach, that if there is
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enough support to change it, | agree with M.
Nor mand. And when | found that he is not
relying on any study, |'m being conservative
and |I''mrecomendi ng that we keep the

exi sting ASL.

And in particular, we spent sone tine earlier
t oday | ooking at Account 381 and vari ous
subaccounts that had to do with neters. Do
you recall that?

| recall that.

Is that a situation where you recommended the
exi sting average service |life be nmaintained
rat her than changing it, as M. Normand did?
The exi sting nunber is overall at the account
| evel , not subaccount level. So when you are
changi ng or reducing the ASL from one of

t hose bi g subaccount, that neans that the

ot her account -- 118 when you are doing the
anal ysis on the overall account and you are
giving it 35 years, and then you are changi ng
one of the subaccounts, which is very big,

al nost five points, 5 mllion or 6 mllion,
and reducing that significantly, that neans

that 35 for other accounts should be higher,
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118 this 15 nunber, that overall the wei ghted
nunber shoul d be around 35. But what Conpany
is doing here, they're reducing the neter
ERTS to 15 years and al so reduci ng the ot her
nunbers, too. So, fromny perspective, if
sonebody doesn't know anyt hi ng about
depreciation, they will tell you that it
doesn't nmake sense, 118 the study says
overall nunber should be 35. W are reducing

t he overall nunber for all accounts and goi ng

down to alnost half in one of the -- half of
the account of 5 mllion -- essentially $5
mllion, and saying that that's a reasonabl e

approach. And | don't agree with that.
That's why our proposal was keeping the 35
ASL for every subaccount. And | understand
that ERTS has a lower ASL. | said take a
nore gradual approach, and instead of 35
we'll nove it to 25. But the Conpany
proposed 15.

Wth respect to the other neter accounts,
your reconmmendation was to | eave those al one
at 357

Yes, that's nmy recommendati on.
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Q And that's based on your interpretation of
the study results that M. Normand presents?

A. H s study and the existing nunbers.

Q Ckay.

MR. DEXTER: Can | ask the
W tness a question off the record, please?

CHAl RVAN HONI GBERG'  You want to
have a conversation with your w tness?

MR, DEXTER  Yes.

CHAI RVAN HONI GBERG Sur e.

(O f the record di scussi on between
counsel and wi tness.)

MR DEXTER: 1'd like to hand out
one nore docunent and ask that it be nmarked as
Exhibit 72. 1t's the Conpany's response to Data
Request Staff Tech 1-45.

(The docunent, as described, was
herew th marked as Exhibit 72 for
identification.)
BY MR DEXTER
Q M. lgbal, do you have the docunent that's
been marked as Exhibit 727
A | do.

Q And t he | ong paragraph, the second paragraph
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in this response sort of traces this issue of
anortizing reserve variances. Wuld you
agree?
Yes.
And you heard M. Normand's testinony today;
did you not?
Yes, | do.
You heard M. Normand say that, in his view,
a lot of the volatility in this reserve
i mbal ance was due to recent investnents in
gas nains. |Is that a fair assessnent of what
he said, in your view?
Yes, that's what he said.
And do you have anything to add about why you
believe there's a swing in this reserve
vari ance?
Yes. | have high respect for M. Nornand.
He has been a perfect witness in this docket.
And there are other dockets | deal wth him
He is very conpetent.

And in this point, M. Millen actually
tried to explain what happened i n between.
And one of the conponent is under line --

second paragraph, where he is tal ki ng about
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$933, 000 the Conpany are giving back to the
custonmer 118 they over-collected. And if you
| ook at M. Normand's recomendati on, Exhi bit
71, on the second page he has three
recommendation: One is remaining life, one
Is threshold 5 to 10, and other one is the
reconmendati on he provided in this docket and
t he previ ous docket.

Just to |l ook at M. Normand's anal ysi s,
this $10 mllion deficit right now, we can
say that $7 mllion is com ng fromthat
refund to the custoner. So that actually
vindicate M. Normand's second sol ution, that
iIf there was 5 to 10 percent of reserve
vari ance, we shoul dn't have done not hi ng.

But we did last tine. And that contri buted

7 mllion of the 10 mllion right now we are
dealing with. And if you | ook at the updated
nunber, 118 this is 10 mllion 118 sone of
the big accounts nunber, the ASL was reduced.
And if you |l ook at the settlenent agreenent,
this 10 ml!lion nunber becone, | think,
7.8-something nunber. So it is reduced 118

the ASL nunmber was changed, increased --
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If I can interrupt for a second. So | just
want to make sure | understand what you're
saying, is that Exhibit 72 denonstrates that
the $10 mllion reserve vari ance,
approximately $7 mllion it, according to M.
Mul |l en, was attributable to the anortization
that was started back in the case in 2008.
Exactly.

And you're saying that, had the Conm ssion
back in 2008 followed M. Normand's
recommrendation in Exhibit 71 and nade no
anortization, that we wouldn't -- that we
woul d have sol ved 70 percent of the problem
that we're facing now.

More than 70 percent. 118 we are using the
sane anortization, ASL, average service life,
as | recommended, based on ny anal ysis, for
that 10 mllion right now, eight

poi nt-sonmething mllion wll be nuch | ower.
So it elimnate the whole reserve vari ance.
So, in your view, then, it would be a
reasonabl e approach in this case not to
anortize this $10 mlIlion variance at all.

Exactly.
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Now, your testinony didn't recommend no
anortization. Your testinony recommended a
12-year anortization; correct?

Yes. | think that's a reasonabl e approach

as M. Normand testified today. And just
bei ng consistent wwth what we did |ast tine
when it was ot her way, we aggregated that 12
years, | think actually 13-point-sonething
years. And right now we are saying that we
want to be consistent with that. W are not
going to go back and say that, hey, don't do
it now 118 it's other way. W are saying be
consistent. And that's what we are trying to
do.

So you adopted what you understood to be M.
Nor mand' s recomrendati on to anortize this
vari ance over 12 years.

Exactly.

Now we' ve tal ked about the other way a little
bit, and I want to nmake sure everyone
under st ands what we're talking about. So I'd
like to go to Bates Page 473 in M. Normand's
t esti nony.

' m here.
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So the second line fromthe bottomis
entitled "Anortization of depreciation
reserve surplus, $12,400,000." Do you see

t hat ?

Yes, | do.

So this is the situation fromthe | ast case,
and you can see the docket nunber up on top,
we were in a situation where the Conpany had
over -depreci ated and, therefore, noney had to
be returned to ratepayers; correct?

Correct.

You see that it was done by | ooking at the
ri ght-hand colum in an annual anount of
$934, 000; correct?

Correct.

Doi ng the mat h, woul d you agree that's about
a 13-year anortization period?

Correct.

So that was done through settlenent; correct?
Correct.

And that's been going on ever since.

Yes.

Ckay. So, |ast case when there was

$12 mllion to be reserved to custoners, it
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was done by settlenent over a 13-year period.

I s that your understandi ng?

Yes.

In this case, where there was a $10 nillion
surplus to be collected fromcustoners, it

was recommended that it be done over a

t hree-year period by the Conpany; correct?

Yes.

And you understand that the settlenent now
recommends that it be done over a five-year
period; is that correct?

Yes.

Ckay. Thank you. | don't have anything

further.

210

CHAl RVAN HONI GBERG. M. Sheehan.

CROSS- EXAM NATI ON ( CONT' D)

BY MR SHEEHAN:

Q

M. Igbal, as | understand it, the swing in
t he reserve inbal ance has been $22 m i on.
Yes.

From 12 in one direction to 10 in the other
di recti on.

Yes.

And so we have now gone $10 mllion in the
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other direction. And M. Nornmand just
testified that, due to the Conpany's
aggressive growh, it will tend to put an
upward pressure on that variance. Do you

di sagree with that?

No, | do not.

So you do agree wth that then.

Yes.

Prior to Liberty's ownership of the last few
years, the prior owner did not have an
aggressi ve growh policy; correct?

From the nunbers, it seens |ike you are
correct.

So there has been a significant change in the
way t he Conpany invests; correct?

Yes.

And so if we don't -- if we adopt Staff's
proposal and we don't neani ngfully address
the variance in the shorter termas we
proposed, there's a very good chance we w ||
be facing a much | arger variance in three or
four years.

That's the point | was making, that even if

you don't do it, if you don't do it 118 it's
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bel ow 10 percent threshold, it m ght not
happen 118, yes, inmmedi ate upward pressure
m ght have inpact. But if you | ook at the
average remaining life, the other approach
M. Normand proposed, actually listed in
Exhibit 71, if you apply that, it wll be
| onger than 12 years, 118 the whole idea is,
remaining life idea is that how nmuch tine we
have to recover this deficit. |If the
remaining life is | ong enough and we can
di stribute that way, that's one of the
approach. So we are looking at all three
approach, and none of that actually support
t he Conpany's position.
If M. Normand is correct, in three years we
will have a $12- or $14- or $15 mllion
I mbal ance.
That's possible. But you have to al so think
about it, that you have another 15 years to
recover that noney.
That's all | have. Thank you.

CHAI RVAN HONI GBERG M. Kreis,
anyt hi ng?

MR KREIS: No, sir.
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CHAI RVAN HONI GBERG.  Conmmi ssi oner
Bai |l ey.

CVMSR. BAI LEY: No questi ons.

CHAI RVAN HONI GBERG.  Conmi ssi oner
G ai no?

COW SSI ONER G Al MO No
questi ons.

CHAl RVAN HONI GBERG  And | have
no questi ons.

Do you have any redirect, M.
Dext er ?

MR DEXTER: | do. I'dlike to
ask the witness a question or two, and I'd |like
to direct himto Page 339 in the original
filing. It the schedule put in by M. Therrien.
If you don't have it, | can provide it for you.

MR. SHEEHAN:. W th due respect,
I'"mnot sure howthis is redirect. W didn't --

CHAI RVAN HONI GBERG | don't know
what the question is yet.

MR. SHEEHAN: Fair enough.
| don't have that one, | think.

REDI RECT EXAM NATI ON

BY MR DEXTER
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| showed you sonething | questioned M.
Therrien about, and it presents the Conpany's
conmpound annual growth over the |ast 10
years. Do you recall that?
Yes, | do.
And do you recall M. Therrien saying that
t he annual growh -- basically, the Conpany
was addi ng approximately 1 percent custoner
growt h per year?
Yes.
Wul d you consi der that aggressive growt h?
Conpared to what? That's the problem So,
fromoutside it doesn't ook like that's
aggr essi ve.
Wl |, conpared to what -- according to what's
on the sheet, the sheet goes back to 2005;
does it not?
Yes. On that point, yes, we can see that
2005, until Liberty took over, | think 2012,
the average growh rate, there is a spike at
the later two years, but it's alnost |ike the
sanme, the 1 percent average.
Thank you. That's all | have.

CHAI RVAN HONI GBERG  Thank you,
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M. Igbal. You can return to your seat.

| believe there are no other
W tnesses from Staff; correct?

MR. DEXTER: That's correct.

CHAI RVAN HONI GBERG  So i f you
have rebuttal, now would be the tine.

MR. SHEEHAN. W do, and we m ght
be able to streamine it if we could have five
m nutes to collect our thoughts and figure out
exactly what we need to address.

CHAI RVAN HONI GBERG  That's fi ne.
So let's go off the record for a mnute and tal k
about what el se needs to be done.

(Di scussion off the record.)

(Brief recess was taken at 3:38 p. m,

and the hearing resunmed at 4:11 p.m)
(The docunents, as described, were
herew th marked as Exhi bits 73-77
for identification.)

CHAl RVAN HONI GBERG Al l right.
Are we going to do anything before we hear from
M. Millen, or are we doing M. Millen?

MR. SHEEHAN: Paul and | deci ded

to defer the exhibit discussion until after the
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cl ose of today. W can sort through things.
Sandy has a few questions. And then, since
we're rolling into tonorrow norning, we should
be able to have it all tidied up by tonorrow.

CHAI RVAN HONI GBERG  kay. Fair
enough.

| see M. Millen has returned
to the wwtness stand. He is still under
oath. And you have sone rebuttal testinony
you want to elicit fromhim M. Sheehan?

VMR, SHEEHAN: Yes, sir.

CHAI RVAN HONI GBBERG  You may
pr oceed.

STEVEN E. MULLEN, PREVI QUSLY SWORN
REBUTTAL DI RECT EXAM NATI ON

BY MR SHEEHAN:

Q

M. Millen, in the context of the discussion
over the i NATGAS facility, | believe it was
towards the close of M. Frink's testinony,

t here was an exchange about whet her and
shoul d the conpany have inforned the

Comm ssi on about the increased cost. Do you
recall that exchange?

| do.
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And do you recall that the exchange i ncl uded
sonething to the effect of -- and I'm

par aphrasing, if we knew the costs were going
up, we coul d have possi bly done sonet hi ng
about i1t? Do you recall that?

That's consistent with ny recoll ection, yes.
Did the Conpany inform Staff about the

I ncreased costs related to i NATGAS?

Staff and the Conm ssion, yes.

I have circulated Exhibit 73, which is a
transcript fromthe Conpany's cost of gas
proceeding in 2015. And I'd like you to turn
to page -- this is an excerpt. It doesn't
have all the pages. The second page in the
docunent is Page 16 of the transcript, into
17. Do you see the question by M. Speidel?
| do.

And what is that question?

Starting on Line 23, it says, "Continuing on
the 1 NATGAS t hene, for both EnergyNorth and

i NATGAS, what work has been conpl eted and
paid for? And, what work remains to be done
to conplete the project and comrence service?

And, what is the tine line for each task?"
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The bal ance of that Page 17 is your
description of the constructi on progress,
supplies that have been ordered and the Ilike;
is that correct?

The di scussion really goes on for a few
pages, but it begins on Page 17, vyes.

And I'"'mgoing to point you to the m ddl e of
Page 18, the question that begins, "Do you
have, M. Millen, an overall cost estimate
for the project that would be allocated to

t he Conpany, Liberty?" What was your answer
to that question?

Starting on Line 16, ny answer is, "Yes. To
date, our direct investnent has been
approximately 2.95 mllion, and renaining
direct cost is about 750, 000."

And t he conversation continues through Page 9
of the project in general, all the way to
nearly the bottom of Page 23, where the
questioner, M. Speidel, says, "Thank you.
Swi tchi ng gears"; correct?

Yes. That's on Line 17.

Next page of this exhibit, which junps in the

transcript, is a question by Conmm ssioner
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Scott at the very bottom of the page asking
why there has been a delay wth i NATGAS
correct?

Yes.

And you give the answer to that begi nning on
Page 33.

Recal ling the docket, it was -- i NATGAS
was filed in the early spring or sunmmer of
2014. There was an order that summer. So we
are now, with this transcript, in Cctober of
2015, approxinmately one year |ater; correct?
Yes.

And it finally went into service the
follow ng year, at the end of 2016.

That's correct.

And then a coupl e pages further in the
transcri pt, again page nunbering junps, top
of Page 50 there's a question. And | can
represent this is from Chai rman Honi gberg.
“"M. Millen, should we be confortable wth
the situation with i NATGAS?" And agai n you
respond affirmatively; is that correct?
Yes.

So in this hearing in October, Staff
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informed -- the Conpany informed Staff and
t he Comm ssion of the cost status of the

I NATGAS project; is that correct?

Yes.

Mar ked as Exhibit 74 is, again, an excerpt
fromthe order that canme out of that cost of
gas proceeding. |'ve included Page 1 and
Page 8. Page 8 has a section titled

"I NATGAS"; is that correct?

Yes.

And it recaps the transcript that we just
went through; right?

In that first paragraph, yes.

And what's the very |ast couple |lines where
it nmentions the cost of the i NATGAS project?
If you're referring to the | ast sentence of
t hat paragraph --

Yes.

"Liberty commtted to continue sharing
information with Staff regarding the status
of i NATGAS. "

And the sentence imredi ately previous to

t hat .

"Liberty expects i NATGAS to conmence
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operations by June 1, 2016, and provided a
narrative explanati on of the contractual and
financial safeguards in place to protect

Li berty's investnent to date of approxinately
$3 million in i NATGAS-rel at ed physi cal

pl ant.™

It is correct that you, through the
testinony, inforned the Conpany -- Staff and
Conm ssion that $3 nmillion had been spent and
t hat anot her $750, 000 was expected to be
spent? Correct?

Yes, that was in the transcript.

Did Staff take any action with regard to that
i nformation that you're aware of ?

No.

Did Staff, as far as you know, ask the
Conpany to stop or pause or rethink the

pr oj ect ?

No.

Did Staff conmuni cate anything to the Conpany
suggesting it shoul d change course at al

with regard to the i NATGAS proj ect ?

No.

Exhibit 75 is a DCF printout. Do you have
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that in front of you?

Yes, | do.

And to orient you to nake sure you have the
right one in front of you, the left colum is
M ni mum Take-or-Pay Level, and it has NPV of
$213,000. Do you see that?

| do.

And what can you tell us about this NPV?

What is your understanding of -- let ne ask
you a questi on.

The testinony in the hearing was that
the original NPV, based on the $2 mllion
estimate in the m ni numtake-or-pay, that was
relied on in approving the Special Contract.
There was testinony that, | think it was by
M. Cark or M. Hall, that if you increased
the investnent in this DCF analysis to the
actual cost of roughly $4 nmillion at the
take-or-pay mninmum wthout the AFUDC, it
was still positive. Do you recall that
testi nony?
| do.

And is this that DCF anal ysis we have narked
as Exhibit 757
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Yes. And if you turn to what woul d be the
second page that has sone text in blue and in
red, on Line 10 you will see in red the
dreaded AFUDC acronym we' ve tal ked about .
And the line there now has no dollars in for
AFUDC. That is the only change to this, as
conpared to the earlier exhibit that was

di scussed at | ength.

And do you know i f the Conpany has at | east
informally cal cul ated the effect on net
present value if we applied the current tax
rate to this anal ysi s?

Yes. Although | don't have those nunbers in
front of ne, that would nmake the result nore
positive.

And that al so contains the updated capital
structure of the Conpany; is that correct?
Yes.

The next topic, although the horse is pretty
dead by now, this training center, the only
thing | wanted to ask you about is the -- as
| said in ny questions with M. Iqgbal, there
were nmany, many, many di scovery requests in

all the various dockets about the costs

223




© 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: MULLEN]

related to the training center. You agree?
The capital costs or training costs?

The training costs.

Actually, there's been a |lot on both. But
yes, there were a nunber on training costs.
Is it fair to say you were the person
answeri ng and/ or the point person for
probably all of thenf

Depends on which docket you're referring to
because a | ot of these refer to prior dockets
where it may have been M. Smith who fil ed
rebuttal testinmony with ne on this sane topic
in the Ganite State Electric rate case. He
al so provi ded sone di scovery responses in the
affiliate | ease docket.

And what becane a focus during this hearing
was the Table 2 in M. Iqgbal's testinony,

t hose various costs, training costs, hours,

et cetera. And just nost recently in the
final questions between M. Dexter and M.

I gbal, there was discussion about a data
request that was answered in a way that seens
li ke there was a di sconnect between what was

asked and what was answered. Do you recall
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t hat exchange?

Ch, vyes.

Can you explain at |east what the Conpany's
perspective was in providing the information
that resulted in the hours listed in Table 27
Ckay. Well, now we have a history | esson as
to where this first started.

As mentioned in ny rebuttal testinony,
this is the fourth docket where the training
center has been discussed. 1In the initial
docket where it was di scussed, EnergyNorth's
| ast rate case, DG 14-180, there was sone
di scovery provided in that proceedi ng that
gave historical information about training
costs incurred to attend training at Nati onal
Gid s facility in MIIbury, Mssachusetts.
That was all done in the formof text in a
di scovery response. Wth each subsequent
case that's cone up, there's been a request
to update that infornmation. And it was
provided in a spreadsheet form and that
spreadsheet has kind of |lived on. However,
that is not really the way that we track it.

But we've been asked to provide it in the
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sane format so, you know, you can followit.
And it still has mandatory technica
training. It has health and safety training,
sane sort of categories. So that's been
brought forward in each docket. And the
request has been to update that infornation
and provide it in the sane fornat. That's
what we've done. Now --

Let me just stop you there. |Is that nost
recent incarnation of the update what M.

| gbal said he used as the source for the
hours that appear in Table 27

| believe that is the nbost recent one, yes.
Ckay.

So, as that's been brought forward now, that
is also not facility-specific 118 sone of
that information goes to 2013, 2014. The
training center came online at the end of
March of 2015. So it was basically trying to
grab like dollars for |like types of training
to put information in the sane format.
However, as has been di scussed in ny
testinony in this proceeding, as well as

rebuttal testinmony that | filed with
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M. Smth in the Ganite State Electric rate
case, we are doing nore training. W are
doi ng other types of training. So, trying to
capture -- | nean, there's lots of different
ways to capture training costs, and it's all
a matter of how you slice it.

What we've tried to do in responding to
t hese questions over the course of these
cases is to provide informati on based on what
has been asked in a simlar format. So, you
know, even in this proceeding | was asked to
provi de a breakdown of the roughly 4, 000
hours of training at the training center.
Well, that's a different group of infornation
conpared to what was in the other spreadsheet
that M. Iqgbal was relying on. Sone of that
may be duplicative, sone of it may not be,
118 the spreadsheet M. Igbal is relying on,
again, isn't facility-specific, whereas the
ot her question was facility-specific.
Let me stop you there. So, M. Igbal was
reasonably relying on the infornati on we were
providing. And you're now saying that

per haps that data request was -- doesn't
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i ncl ude sone types of training that you
described in your -- when did you describe

t hat di scl osure or discuss the other kinds of
training that the Conpany was doi ng that nay
not be in the spreadsheet that M. I|qgbal was
citing?

It was in a -- first nmention would have been
in a prior proceeding. M best recollection,
at least in terns of testinony, would have
been in the G anite State rate case, DE
16-383, in the rebuttal testinony.

To put a |label on this "other training," is
it what we have often referred to as the "CSR
training” up at the training center?

It's like that. And that's the sort of thing
where the CSRs will go up to the training
center, get sone technical training that they
ot herwi se woul dn't have gotten. But those
are the types of things that would not be in
t hat ot her spreadsheet that had categories
for mandatory techni cal training, health and
safety training. So those -- when the
spreadsheet was filed, you know, we tried to

keep -- again, when asked to provide
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information in the sane format, that's what
we tried to do.
Was there any intent to not provide Staff the
information it was requesting about the
training center?
Absol utely not.
Going to your reference to 4,000 hours, that
cones fromyour testinony in 16-393; is that
correct?
That was the first place it showed up, yes.
And when it lists the 4,000 hours, does it
descri be what enpl oyees were using those 400
[sic], gas versus electric? Does it nake a
t hat distinction?
| think it says gas and electric. And I
think it also -- actually, | can refer to the
testinony if that would be hel pful.
Sur e.

(Wtness revi ews docunent.)
And this is ny rebuttal testinony -- no.
Sorry. Wong one. This is ny June 30th
testinony in this proceeding, which | believe
is Exhibit 13. And the relevant Q and A

starts on Line 5 of Bates 25 in that
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testinony. The testinony -- that portion of
the testinony is in italics, which, when I
filed that testinony, was ny way of
denonstrating that this had been provided in
t he DE 16- 383 proceedi ng.

And again, the specific quote as to what was
I ncl uded in those 4,000 hours.

It really starts on Line 7 of that page --

CHAlI RVAN HONI GBERG  Before you
go on, I'msorry, M. Sheehan. It seens |like
none of us can find M. Millen's testinony, the
original. So naybe we can get sone help off the
record. Let's go off the record.

(Di scussion off the record)
CHAl RVAN HONI GBERG W'l | go

back on the record.

BY MR SHEEHAN:

Q

Again, M. Millen, the question is there's a
reference to 4,000 hours in this June 30th
testinony. Just read the sentence that says
the 4,000 hours, and if you can provide
context of what that testinony said it

i ncl uded.

The context really starts a few |lines before
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that. So what | plan to do is read from Li ne
7 through 14.

Certainly.

Leading to that was a question that said,
"Qther than training of gas and electric

enpl oyees, how has and how w |l the training
center be used?”

And the answer that starts on Line 7
says, "In addition to al nost daily usage for
training of gas and el ectric enpl oyees, the
trai ning center has been and will continue to
be used to train other Liberty enpl oyees on
the basics of gas and electricity. To date,
many custoner contact center and office
enpl oyees have gone through this benefici al
training to provide them a better
under standi ng of the electric and gas utility
I ndustries. This is training that woul d not
ot herwi se have occurred with the use of an
outside training facility was required due to
limted availability. During 2016, Liberty
gas and electric enpl oyees received 116
sessions of training, totaling 4,095 hours at

the training center."”
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Ckay. Thank you. And then in your testinony
at the outset of this case, you carried that
4,000 hours into M. Igbal's Table 2 to do
some math. WAs that appropriate?

I think M. Iqgbal classified that as an

"of f-the-cuff calculation,” and | think
that's a correct characterization of what |
did. The main point | was trying to nmake was
that the nunbers in the spreadsheet he relied
on were too | ow.

And the reason the off-the-cuff wasn't the
right thing to do i s because, as you just
quot ed, that 4,000 includes both gas and

el ectric.

Yes.

And so if there was a gas-only portion of
that 4,000, it would be sonething | ess than
4, 000.

Yes.

And | believe M. Igbal actually cane up
with, and I don't nmean that in a pejorative
way, a nunber of 1900 hours attributable to
gas enpl oyees. Do you recall that?

Yes. And that was derived right fromthe
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spreadsheet we provided.
Ckay. So, suffice to say the point, as you
just said, that you were trying to nake is
t hat Table 2 should include nore hours than
is listed in Table 2.
Yes.
And i f nore hours were included, that woul d
| ower the per-hour cost listed in Table 2.
Al'l el se being equal, yes.
Thank you.

One question on the subject of the topic
of depreciation. M. Normand tal ked about a
data request response he received on which he
based hi s concl usi ons about conputer
software. Do you recall that?
| do.
Can you expl ain what he was tal ki ng about?
Typically when we hire a consultant,
especially to work on a rate case, they wl

send the Conpany their own data request

saying, | need this information to do ny
work, | need that infornation. So when he
was referring to what | believe was LU 1-6

that was information that he sent to Liberty

233




© 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: MULLEN]

saying -- or a question he sent to Liberty
saying | need information. That particul ar
one woul d have been related to the Conpany's
conmput er software.

Do you recall receiving that particul ar
question?

| recall not specifically the question, but |
recall being involved in the preparation of
the information that was provided in
response.

And you heard M. Igbal say that it was
unsubstanti ated i nformati on; correct?

Yes.

Can you tell us what you did to provide that
information to M. Nornmand?

M. Normand requested a list of all the itens
that were in our software account, Account
303. Wth that, we provided the i nformation,
as well as a breakdown of the average |i ves.
And this information -- well, | shouldn't say
average. The life that was recommended was
based on the people at the Conpany who used
that software on a day-to-day basis and are

famliar with how long it's expected to be
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o >» O >

usef ul .

Did you collect this information wthin the
Conpany?

| did.

So you actually called Person X and said, Are
you using software Y? Tell ne about it and
how long it wll last, and those kinds of
questions?

Yes. Went out to different departnments,
dependi ng on their particul ar software.

And you collected that information and sent

it along to M. Nornmand.

Yes.

Was that information available to Staff?
Certainly.

Next topic, Keene production costs. During
Staff's testi nony about the production costs,
there was a suggestion, and | think even

per haps a question fromthe Bench was asked:
Is there sufficient information in the record
on which to nake a deci si on about whether the
Keene production costs are prudent? And by
"production costs" I'mreferring to the

so-call ed "response costs" to the
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Decenber 2015 incident and the so-called
"24/7 costs" to man the facility. Do you
recal |l that back-and-forth conversation?

Yes. | don't renenber if the specific words
were on the record or provided in this
proceedi ng. But yes.

Do you think the Conpany has presented
sufficient evidence in this record on which

t he Comm ssion can deci de whet her those costs
are prudent?

And that's why | make the distinction between
“in the record,” 118 a | ot of these are in

di scovery responses whi ch have not been
entered into the record.

The Conpany certainly provided a | ot of
information for review by Staff in response
to discovery questions. Plus, there is
information in other proceedi ngs that have
al ready been held before the Conm ssion on
t hese very topics.

Is there a part of the filing, the initial
filing in this docket, that specifically
nmenti ons the Keene production costs, and in

particul ar, the permanent rate testinony of
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M. Dane and M. Si nek?
Yes.
And where would the Conm ssion find that
testi nony?
Again, that's the pernmanent rate testinony of
M. Sinek and M. Dane. | don't know,
of fhand, what the exhibit nunber is for that.
But it's Bates 26 of that testinony. |
believe it's Exhibit 3.

(Wtness revi ews docunent.)
And on Bates Page 26, the first question on
that page is, "What adjustnents were made to
Keene's anortizati on expense?” |s that
correct?
Yes.
And t he Conmm ssion can certainly read the
answer for thenselves. But it does nention
anortization of costs incurred in
Decenber 2015 related to the incident and a
total of $116,000. Do you see that?
Yes.
And it references a schedul e which appears on
Bat es Page 64; is that correct?

| believe it's Page 63.
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You're correct. Bates 63 |lists two
categories of costs. Can you read those to
us, please?

On Line 2 there's a line for 2016 Keene
Production Costs, 148,410. On Line 3,

t here's Decenber 2015, Keene | ncident,
$201,000. | believe this schedule may have
been updated during the proceeding, but this
was the initial filing.

And there's a reference in the testinony of
how t he Conpany proposed to treat that cost,
and that has since changed in the settl enent
agreenent; is that correct?

Yes. W initially, consistent with prior
Commi ssi on gui dance in a cost of gas
proceedi ng, we included those costs in the
distribution rate case. And our initial
proposal was to anortize them over three
years as part of distribution rates.

As part of this rate case, did the audit

di vision | ook into these response costs, the
24/ 7 and the response costs?

Yes. Well, the 24/7 costs were reviewed as

part of a cost of gas reconciliation.
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Ckay. And did they issue a report on that
t opi c?
On the production costs, yes. The Keene
response costs were included in the overal
audit report they did as part of this DG
17-048 rate proceeding.
So there are several pages in the audit
report discussing those costs.
Yes.
Is evidence related to these costs attached
to M. Frink's testinony?
Attached to M. Frink's testinony are, |
believe, a Staff recommendation related to
production costs, as well as a copy of the
Staff's report on the investigation into the
Decenber 2015 inci dent.

MR. SHEEHAN:. | prepared and pu

in front of you a binder with a series of data
requests over various proceedings that relate
this issue. For the rest of the room s benefi
I have not nade copies 118 | do not intend to
it's just to highlight the questions asked and
answered. Certainly, if anyone wants copi es,

can make them But it's lengthy, and | was
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burning up the printer |ast night.

BY MR SHEEHAN:

Q

So if you could just flip through what we
prepared and |ist the case and the data
request data, just what was asked by Staff
related to production for 24/7 costs.

Yes. And this really relates to information
provided in two proceedings. First was the
DG 16-812, which is the winter cost of gas
proceedi ng - -

Just for reference, that was a proceeding in
whi ch t he Conpany proposed to include those
costs in the cost of gas and Staff objected
and it resulted in discovery and a settl enent
agreenent in spring of 2017; is that correct?
Yes.

So these data requests were exchanged during
the progress of that particular case; is that
ri ght?

That's correct.

And wi t hout any great detail, just if you
could highlight the information that Staff
was requesting in those data requests.

Yes, and | can kind of sunmmarize this.
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In that proceeding there was responses
in four sets of discovery related to sone
background for the prior period adjustnent in
t he cost of gas reconciliation that had to do
W th production cost. There are a nunber of
questions related to the rational e
24- hour/ 7- day- a-week staffing. There was
I nformati on about sone other blower failures
at the plant. There was sone nore
i nformation about plans to convert to CNG
W t hout getting into the details of every
singl e one of these.

But there are dozens of questions just in
that series; correct?

Yes.

I's there anot her source of authority under
whi ch the Conpany could be entitled to
recover these production costs?

Yes.

And what is that?

That stens fromthe DG 14- 155 proceedi ng
where Liberty acquired New Hanpshire Gas.

I marked as Exhibit 76 the first page and the

fourth page of that settlenent agreenent.
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And is that what you're referring to on that
second page, which is Page 4 of the

settl enent agreenent?

Yes.

And where should we | ook?

In Section 5, right in the mddle of the
page.

That section generally tal ks about the

$200, 000 that EnergyNorth woul d charge Keene
for general adm nistrative expenses; correct?
Yes.

And what is relevant to this topic?

The second sentence in that section discusses
what's included in that $200,000. Actually,
' mgoing to read the sentence. It says,
"This charge shall include all costs for
managenent services provided to the Keene

D vi sion, such as legal, reqgulatory, finance
and human resources, but shall not include
the cost of any nutual aid for energency
services or services for other events outside
of nornal busi ness operations, which shall be
billed separately by EnergyNorth to the Keene

D vision."
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Q

o >» O >

I mentioned a mnute ago that the issue of
recovering these costs was initially rai sed,
as you were tal king about, in the 16-812 cost
of gas proceeding which resulted in a

settl enent that went before the Conmm ssion at
a hearing in the spring of 2017. Do you
recall that?

Yes.

Were you present at that hearing?

| don't believe | was.

Ckay. Then | will stop there. | have only
one copy of the transcript and order, and
I'Il save that for closing.

In Staff's case on the issue of these
costs, they introduced a data response by M.
Brouillard, in which he -- again, I'm
par aphrasing -- said we've nade nany
I mprovenents to the Keene system but there's
still an elenment of risk, and that Conpany
bel i eves that that elenment of risk should be
satisfied by continuing the 24/ 7 cover age.

Do you recall that?
Yes.

Do you recall M. Frink's testinony basically
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di sagreeing with that assessnent, that the
ri sk was so snmall, it was unreasonable to
conti nue the 24/7 coverage?

Yes, | recall that.

' ve marked as Exhibit 77 another data
response of M. Brouillard in the context of
t hat cost of gas proceeding. Do you have
that in front of you?

Yes. You're referring to Request to Staff
3-4 in 16-312.

Correct. And the question is about were
there any bl ower systemfailures after the

| arge Decenber 2015 event; correct?

Yes.

And there are two listed. The first is
February of 2016, and the second is Cctober
of 2016. Do you see that?

| do.

Agai n, the Comm ssion can read this for

t hemsel ves. But the Cctober '16 event was a
failure of the bl ower systemthat did not
recover automatically; is that correct? And
if you look at, in particular, the first

| arge paragraph on Page 2 of 3 --
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Excuse ne while | just read the paragraph
her e.

(Wtness revi ews docunent.)
The answer to your question is yes.
And this was in Cctober of 2016 as the
"16-' 17 heating season was ranpi ng up;
correct?
Yes.
Next topic. | asked, | think it was M.
Frink, to conpare the rates proposed in the
settl enent agreenent to Northern's existing
rates. And M. Frink thought that was an
I nappropriate conparison. Do you recal
t hat ?
| do.
Do you have any comrents on that?
| think that it's -- while | can certainly
understand M. Frink's coment about havi ng
di fferent cost of service, | think that
conparisons |like that are done all the tine.
Particularly, I think M. dark would
probably be, you know, the one to be able to
really speak to this. But when businesses

are | ooking to | ocate sonewhere or | ooking at
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their avail abl e options, whether it be for

natural gas, whether it be for alternative

fuels, one of the questions they will go
through is: How nuch will it cost ne here if
| use this? How much will it cost ne here if
| use that? O how much wll it cost ne in

this area of the state versus that area of
the state?

And t he exchange with counsel and M. Frink
t hen suggests -- well, he said the proposed
settlenent rate i ncrease would not result in
just and reasonable rates; is that correct?
Yes.

And yet, they would be rates that were still
| ower, but conparable to Northern's rates.
Correct.

If the Commi ssion were to approve the rates
proposed by Staff, do you think those woul d
result in just and reasonable rates?

I do not.

What do you think the inpact would be if the
Staff's proposed rates were approved?

Well, given that Staff's proposed revenue

deficiency is below tenporary rates, that
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would first, you know, require the Conpany to
refund noney. Second, what woul d happen is

t he capital budget woul d have to be
reassessed, and there would have to be sone
costs cone out of that. And undoubtedly what
woul d al so have to happen is that it would

I mpact staffing.

Those are all the questions | have. Thank
you.

CHAI RVAN HONI GBERG  Just before
you give up the m crophone, M. Sheehan, you
asked M. Miull en about a nunmber of data requests
and responses from anot her docket. You said
there was a pile. You had hi msunmari ze what
was in them | just want to nmake sure you're
satisfied with the state of the record on that.

MR. SHEEHAN: Yes, and the reason
is they're not in the record here, but the point
was the information is available. Staff had a
lot of it in this proceeding. They had every
opportunity to nake an assessnent of prudence,
and they took the --

CHAI RVAN HONI GBERG  Are those

data --
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(Court Reporter interrupts.)

CHAI RVAN HONI GBERG. ' m sorry.
That's ny fault.

MR. SHEEHAN: And they took the
steps that they chose to.

CHAI RMAN HONI GBBERG.  Are any of
t hose data responses exhibits in any other
docket ?

MR. SHEEHAN: Ch, exhibits.

CHAI RVAN HONI GBERG | was j ust
rem ndi ng you that --

MR. SHEEHAN: Yes. Fair enough.

CHAl RVAN HONI GBERG  -- if
they're just data requests and responses,
they're not part of a record.

MR, SHEEHAN. And it's... yes, |
think I will go through those and pull an
appropriate selection to show the evi dence that
supports the prudence of those costs and nake
that an exhibit that | can have ready for the
Conmmi ssi on tonorrow nor ni ng.

CHAI RVAN HONI GBERG | think you
should -- if you want to nmake sone of those an

exhi bit, why don't you have M. Millen do what
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it is you want to do with them now.

MR SHEEHAN. Ckay.

BY MR SHEEHAN:

Q

>

o >» O >

M. Millen, let's begin with DR set 2 in
16-812 in that binder, Page 11.

Ckay.

Turn to Page 13. What data request is that?
That is the response to Staff 2-1.

What information does that provide related to
24/ 7 staffing?

The request was for a schedule that details
the nonthly cost of operating the Keene
production plant under the new policy (mnned
presence, 7 days a week, 24 hours a day)
versus the cost of operating the plant prior
to that change in policy.

And di d the Conpany provide that data?

Yes.

The next data request is at 2-2. Wat is

t hat request?

Request ed a schedul e that details the
estimated nonthly cost of operating the Keene
producti on pl ant under the new policy versus

the prior policy for the nonths of
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Cctober '16 through April of 2018.

Did the Conmpany provide that information?
Yes, it was provided -- referred to in
response to the prior question.

Turn to Data Request 2-3. What information
does that seek?

This a request for the rationale for the
change in policy, when the change was

i mpl enented and who determ ned the change was
necessary.

Coul d you sunmmari ze that response for the
record?

Yes. In summary form the Conpany expl ai ns
that the decision to tenporarily staff the
pl ant 24/7 was made shortly follow ng the
Decenber 19, 2015 incident. And during the
subsequent two weeks foll owi ng the incident,
the Conpany initiated pernanent steps to

pl ace the operation of the plant under the
director of gas production. There's sone
further information saying that this decision
was di scussed and jointly agreed to during a
neeting in early January, which included the

president of Liberty Utilities New Hanpshire,
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> o >» O > O

the Director of Gas Production, the Director
of Gas Qperations, Director of Engi neering
and t he Manager of Keene Operati ons.

The data request that begins on Page 19 of

t hat package, what nunber is that?

Staff 2-7.

And what information does that seek?

The question was: "Since the Decenber 2015
oper ati onal event at the plant, please
explain in detail each change and enhancenent
to the control systens at the plant. And for
each change and enhancenent, pl ease provide
the date inplenented, the cost, both capital
and operational, and the expected benefits.”
And was that information provided?

Yes.

Next page, what data request is that?

Staff 2-8.

And what is that request?

Said, "G ven the changes and enhancenents to
t he control systens since the 2015
oper ati onal event, please explain why Liberty
conti nues to nan the plant seven hours" --

“7/124 [sic]."
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And is that the response of M. Brouillard
that was referred to later in this docket, or
simlar to that?

Yes, | believe it is.

Next set is Set 3. Turn to Page 25 of that
package. What nunber is that and what does
it request?

This is response to Staff 3-1, and this
requested a ri sk assessnent that describes
each of the specific risks, both public
safety and financial, that the new policy,
(around-the-cl ock manni ng of the production
facility) is intended to address.

And t hat was responded to as well?

Yes.

The questi on on Page 26, what does it ask?

It references sone 12 enhancenents to the
production facility since inplenenting the
new policy, and explain why these neasures do
not adequately address the risks identified
in the response to Staff 3-1, and to expl ain,
wi th those new enhancenents, to expl ain what
t he protocols would be for addressing the

ri sks under both the old and new policy and
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what the difference in response tine and cost
exposure woul d be under old and new policies.
On Page 36 | believe is the data request that
we just introduced into the evidence about

t he Oct ober 2015 event; is that correct?

Yes, that's Staff 3-4.

Page 41, what infornation does that seek?
This seeks identification of the production
costs included in the cost of gas
reconciliation for the 2014-2015 and
2015-2016 winter periods, and to identify the
additional costs related to the new policy of
around-t he-cl ock manni ng of the production
facility.

And t he next two pages request what type of

i nf or mati on?

Referring to the next two requests?

Yes.

Staff 3-6 requested identification of the gas
production cost for gas m xi ng and

m scel | aneous production that are included in
base rates and explain the difference between
t hose costs and the production costs included

in the cost of gas reconciliation for the

253




© 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: MULLEN]

2015- 2016 w nter peri od.

And Staff 3-7 requested an updated cost
estimate of the production cost for the
"16-'17 winter period and identification of
t he additional costs related to the new
policy of around-the-clock manni ng of the
production facility.

Junpi ng ahead, |I'mgoing to skip one section
to what you have as Bates 143, Staff 3-8 in
this case. Can you tell us what that

request ed?

Yes. This referenced the $148,410 that |
previously identified on the attachnent to
M. Sinek and M. Dane's testinony for
Keene's 2016 production costs. And it was a
t hree-part question, asked for a narrative
expl ai ni ng the circunstances under which

t hese costs were incurred, as well as the
reasoning as to why the anortization of these
costs should be included in custoner rates.
And it asked for copies of all docunentation
i n support of the proposed deferred costs and
an expl anati on of reasoning for the Conpany's

proposed anortization period of three years.
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And was that information provided?
It was.
And what docunents were provided along wth
t hat response?
There was a copy of a final audit report
prepared by Comm ssion's Audit Staff. There
was a copy of a Staff menorandum -- | say
copy. There was a link to a couple of these
docunents. There's also a link to the
settl enent agreenent in DG 16-812. There's
sone further explanation of the 148, 000, sone
detail as to that. And there's link to the
2016- 2017 w nter period cost of gas
reconciliation that was filed on June 15th of
2017. That's all in Part A

In response to Part B that asked for
docunentation in support of those costs,
there was a reference to saying that these
costs had all already been audited. So,
since they were audited, we said supporting
docunent ati on has al ready been provided to
Staff.

And in response to Part C, the

t hree-year anortization period was sel ected
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118 it was the estimated tine between rate
cases.
Staff 3-9 at Page 157, what did that seek?
That seeked details related to the $201, 000
of energency response costs related to the
Decenber 2015 Keene incident.
And t he response to that said what?
Again, it was a three-part question. It
asked for a detailed narrative expl aining the
ci rcunstances, as well as the reasoning as to
why the anortization should be included in
custonmer rates. Asked for copies of al
docunent ati on and expl ai ni ng the reasoni ng
for the anortization period of three years.
In Part A there was a response to --
there was a link to the Comm ssion's
i nvesti gati on docket, as well as references
to particular tabs that are found on the
Commi ssion's web site for the Safety
D vision's investigation report. And
EnergyNorth -- in Tab 7. In Tab 8,
EnergyNorth's response to that report, there
was a link to the settlenent agreenent in DG

14- 155 that we previously discussed.




© 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: MULLEN]

In Part B there was a summary of the
breakdown of the types of costs that were
i ncluded in the $201, 000, as well as an
expl anati on sayi ng that the supporting
docunent ati on was vol um nous and consi sted of
i nvoices frommany fire departnents, other
agenci es, vendors and payroll records. And
considering the vol um nous nature and t hat
sone of the information was confidential 118
of payroll records, the Conpany said they
woul d make the information avail able for
review at its offices. And the Audit Staff
did cone and review that information. And as
mentioned earlier, a wite-up of that was
included in their final audit report on this
rate case.

So Audit Staff traveled to our offices and
reviewed all that information.
Yes, they did.

And finally, just to close the | oop on
that, again, the three-year anortization
peri od was chosen because it was the
estimated ti me between rate cases.

Staff 8-12 on Page 177, what does that ask?
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(Wtness revi ews docunent.)
This is asking for an expl anation of a
$46, 752 adj ustnent to Keene production costs.
| believe this is simlar to what | said. |
bel i eve the schedul e was updat ed during the
course of that proceeding -- this proceedi ng.
| believe that this is what that $46,000 is
in reference to.

And the response there was a reference
to Audit Staff's recommendation in their
final audit report on Keene's 2016 sunmer
cost of gas reconciliation. So what was
provided was a final copy of that audit
report.

Do you believe Staff had sufficient

i nformati on about the response costs and the
24/ 7 costs on which it could make a

determ nation as to whether it would
reconmend prudence or i nprudence?

| do.

Thank you. | have nothing further.

CHAl RVAN HONI GBERG: M. Krei s,

do you have questi ons?

MR KREIl S: | do not, M.
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Chai r man.
CHAI RMVAN HONI GBERG M. Dexter.
REBUTTAL CROSS- EXAM NATI ON

BY MR DEXTER

Q M. Miullen, I guess we'll start with
Exhi bit 75. You have that in front of you?

A | do.

Q So as | understand Exhibit 75, if one
excl udes AFUDC from the i NATGAS anal ysi s,
that after 15 years di scounted, the Conpany's
i nvest nent under the m ni num t ake- or - pay
assunption would yield $213,000 in value. |Is
t hat your understandi ng of the schedul e?

A That's what the cal culations on this
spreadsheet show.

Q Do you have any reason to doubt the
cal cul ati on on the spreadsheet?

A No. But | say that 118, again, those are
based on nunbers, sone of which can change
over tinme. But based on the results of this
analysis, that is correct.

Q Wul d you recommend to your Conpany's
managenent that they spend $4.3 million to

recei ve a net present value of $213 nillion
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[sic] over a 15-period? Do you think that's
a -- would you nake that recommendati on based
on the informati on on this sheet?

I woul d, based on the information on this
sheet. | would say that the 15-year

di scounted cash flow resulted in a positive
benefit, which was the intent at the tine
that the Special Contract was entered into.
That wasn't ny question. My question is:
Wul d you go in to senior management and
recommend they spend $4.3 million, with the
anal ysis showi ng that after 15 years under

t he guaranty, quote, unquote, guaranteed

t ake- or- pay assunption, that they would
recei ve a net present val ue benefit of
$213,000? Do you think that would be a wi se
reconmendati on?

| think where it shows a positive result and
the fact that there are plenty of personal
guar ant ees, there's corporate guarantees,
there are other protections in the
contractual docunents associated -- |'m
assum ng that you're tal king about the same

sort of scenario that surrounds the rest of
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the details for this investnent.
I*'m not making any assunption. |'mjust
aski ng for your assessnent.
You have ny answer.
So your answer is, yes, you would recomend
it.
Subject to the rest of ny response, yes.
So if we took that $213 million [sic] net
present value and divided it by 15 years,
could you give ne an idea of what that woul d
be?
I would love for a $213 mlIlion net present
val ue.
Two hundred thirteen thousand net present
val ue.
And di vi de by?
Fi fteen years.

( Pause)
Alittle over $14, 000.
And if we were to divide that by $4.3
mllion, what would that be?

(Pause)
Conmes to a nunber of .33 percent.

So that would be .33 percent return on the
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Conpany's investnent? |s that, again, "rough
justice," as | heard you use the term before?
That's what this cal cul ati on cones to.
Concerning the training center and the 4,000
hours that counsel asked you about, are we
now to understand that the 4,000 hours that's
been tal ked about, of which 1900 hours coul d
be all ocated to gas enpl oyees, is training
that was different fromwhat was included in
the analysis that M. Igbal provided on

Page 25 of his exhibit?

Yes. |'ve already gone through that.

Ckay. Is it a fair assessnent to say the
nunbers that are included in M. Igbal's
chart had to do with the training that was
done before the facility was built, and it
was the type of training that was sent out to
National Gid to be done?

In the prior years, yes.

Prior years. That had to do with things |ike
mandatory training for operational enpl oyees?
Correct.

And in contrast, the 4,000 hours is rel ated

to different enpl oyees.
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The 4,000 hours was, in nmy testinony, was
descri bed as the anmount of hours of training

t hat was perforned at the training center

during 2016.
So it's not all increnental to what was --
it's not all increnental to what was i ncl uded

in M. lgbal's --

Yes. | can't tell you how nuch, just | ooking
at total dollars. You' d have to go through
enpl oyee by enpl oyee, course by course, to
find out what was i ncluded in one versus what
was included in the other. Again, it's a
matter of how the questions cone. And you
try to answer the questions as fully as you
can based on the questions as posed.

And this additional training is not nandatory
training; is it not?

Depends on what you're tal king about.

Is it -- | understand that your operational
enpl oyees have mandatory training that they
have to do to be licensed to performtheir
duti es.

That's correct.

And the 4,000 hours that you tal ked about,
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does it include sone of that nmandatory
trai ni ng?

It very well may. |I'd have to | ook agai n at
the details of the courses and the people
that were listed in the response to, | think
It was Staff 4-34, that provided that
information. A lot of that was not the sane.
Alot of it was for Gas 101, Electric 101,
some ot her courses. And when | see the nanes
of peopl e who were assigned to those courses
and the types of courses that they were,

t hose were obviously not anything that woul d
have been included in mandatory techni cal
trai ni ng.

And therefore wouldn't have been included in
the information that was -- in the training

t hat was done down at National Gid.

In the years prior?

In the years prior.

Correct.
Ri ght. Because you're not sendi ng anybody to
National Gid anynore. | think we

est abl i shed that nonths ago; correct?

That's correct.
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And you don't have any idea as to how nuch of
this 4,000 hours was related to nandatory
trai ni ng versus what you just described as
Gas 101 and Electric 101. You don't have a
br eakdown for us, do you?
| don't, offhand. And again, you d have to
| ook at other facilities. For instance, in
Manchester, there's a conference room
Sonetines there will be training on safety or
other things there that woul dn't have been
i ncluded in either one of those spreadsheets.
So as | said when |I first got back up
here today, there's a lot of different ways
you can slice training. And, you know, we
try to be as responsive as we can to the
questions that are asked. But | tried to
explain this during the course of the
proceedi ngs, that there's a | ot of
information if you want to just talk
technical training, overall training, if you
want to cut it by facility. There's a |ot of
different ways to look at it.
How nuch training goes on in 2016 outside the

training center?
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| couldn't tell you, offhand.
Is it significant?
Yes.
And what kind of training is that?
All sorts of training. W have a program
called Safe Start that so far we've been -- |
think | ast year we went through five
di fferent nodules. Everybody in the Conpany
i s supposed to go through that training.
That can happen at any facility. Some of it
happens at the training center, sone of it
happens in Londonderry, sone of it happens at
the various yards. |It's a nmatter of when
peopl e can go and what is the vari ous
availability. Sone of that's in smaller
cl asses, class sizes, to accompbdate people's
schedul es.
And t hat woul d have happened in prior years
as well. That's not sonething new.
No, it is fairly new.
It is fairly new?

M. lgbal's done a cal culation of the
vari ous hours that were included in Staff

4-34 and has concl uded that the custoner
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service training for EnergyNorth consi sted of
152 hours based on that spreadsheet. Wuld
you accept that, subject to check?

I'd have to go back and check. M
recollection fromlooking at that spreadsheet
was that it had about 11 or 1200 lines to it.
And | believe a lot of them-- and |I'm not
sure what he's calling custoner service
training. So I'd say | don't accept that 118
| think it's low. \Wat he m ght cal

custoner service training and what | m ght
refer to as custoner service training mght
be two different things, depending on who's
recei ving the training.

Can you estimate the average hourly cost of a
custoner rep that would go through this

t rai ni ng?

You nean payroll cost?

Yes.

Of the top of ny head, | don't know their
sal ary.

How about the average cost for a nanagenent
enpl oyee? Wuld that be higher, do you

t hi nk?
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Yes, typically.

And again, could you explain what type of
trai ning these custoner reps and nmanagenent
enpl oyees receive at the center?

Sonmetinmes it's sonething called Electric 101,
sonetines it's Gas 101. QOher tines it's
nore techni cal, hands-on training, so they
actually get to see and work with sone of the
equi pnent and sone of the electric and gas
equi pnent that actually gets used in the
field. It helps custoner service reps better
be i nformed when they're talking to
custonmers. Rather than just | earning about
sonet hi ng on a Power Poi nt presentation, they
actually get to see and feel it.

And this is sone of the non-quantifiable
benefits that you tal ked about in connection
with sone of the other data responses
concerning this area of training; is that

ri ght?

Well, | tal ked about a | ot of

non- quanti fi abl e benefits, sonme of which were
the ability to have a nunber of people

trained in a controlled environnent and in
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one place with one instructor at the sane
time, rather than variations that you'd have
fromjob site to job site and being able to
train one or two people at one tine.

Let nme ask the question a little bit
differently. Do you consider it a
non-quantifi able benefit to have what ']
call "office enpl oyees” go through this
operational training at the training center?
Yes. |I'mnot sure how I'd put a dollar
amount on sonebody being able to be better
educated to speak to a custoner on the other
end of the phone.

So if we could |look at Exhibit 77 for a
nmonent having to do with the two incidents of
bl ower mal functions that occurred after
Decenmber 2016.

| have it.

On Page 2 there's a paragraph that's entitled
"How t he Conpany was alerted.” |It's just two
sentences. Could you read those two
sentences into the record?

"The plant technician perform ng the standard

nonthly | ead/l ag swap of the bl ower operation
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W tnessed the failure of the adjustabl e speed
drive controller for the new | ead bl ower.

Al so, Liberty's Londonderry control room
detected a drop in output pressure |levels on
t he hi gh-pressure (3.5-pound) system"”

So, in fact, the Liberty Londonderry control
roomdetected this situation; did it not?

| think it says two things. First sentence |
read said the plant technician, who would
have been part of the 24/7 staffing, he was
perform ng the standard nonthly | ead/ |l ag swap
of the bl ower operation, w tnessed the
failure of the adjustable speed drive
controller for the new lead blower. And in
addition to that, yes, the control room
detected the drop in output.

Can the Keene plant be set off -- shut off
fromthe control center in Londonderry?

| can't answer that. |'mnot sure.

Do you know if that's what happened in this
case?

| do not.

M. Millen, when you made the assessnent that

EnergyNorth rates were | ower than Northern
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Uilities' rates, what was that based on?
That was based on the discussion that was had
at the hearing the other day.

No. | nean what was your concl usi on based
on, that EnergyNorth's rates were | ower than
Northern's rates? Did you do an anal ysi s of
the two rates?

That was done the other day when we were
questioning M. Frink. And that was the

exi sting Northern rates to the rates that
woul d result fromthe settl enent agreenent,
as shown as attached to the settl enent

agr eenent .

And were you | ooking at commerci al or

i ndustrial or all rates?

| believe that was residential rates.

Did you | ook at the comrercial or industrial
rates?

No.

Do you know if the rate classes are

conpar abl e between EnergyNorth and Northern?
Wien you say "conparable,” in what way?
Well, on the commercial side there are

di fferent breaks of usage generally for rate
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classes. Do you know if they line up the
sane for EnergyNorth and Northern?

l"mnot famliar, offhand, with Northern's
commercial rates. | can't answer that.

And with respect to the residential rates, do
you know, again, if the rate structure is the
sane?

Well, structure is one thing. | think the

bl ocks are different.

The block. That's what | was getting at with
"structure." So there's a custoner charge
and then there's a couple blocks for both
conpani es.

Correct.

Do you know i f the blocks are different?

They are.

How many custoners does EnergyNorth have?

In total? A little over 90, 000.

Do you know how many custoners Northern
Utilities has in New Hanpshire?

O fhand, | don't. |I'mnore famliar with the
el ectric side.

Woul d you accept, subject to check, in their

annual report in 2016, it was about 32,000
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custoners?

Subj ect to check, sure.

Wth regard to the inplications of the

Comm ssi on approving Staff's approval in this
case, you indicated that there would have to
be staffing reductions at EnergyNorth. Do
you recall that?

| do.

Wul d you agree that both payroll -- that
bot h recommended revenue requirenents in this
case contained funding for a full conplinent
of enpl oyees and that the only distinction
between the two of themis that Staff
adjusted for three and a half expected
vacanci es?

I think if you focus solely on that

adj ustnent, then | understand your questi on.
However, when you |l ook at the totality of the
reconmendati on, then that one particul ar

adj ust rent may not have that i1npact, but the
rest of the adjustments woul d.

So where would the -- what is it about
Staff's adjustnent that would require

EnergyNorth not to fill positions?
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Well, | think, as | went through, the
reduction in dollars, especially first where
you're bel ow tenporary rates, so that is

al ready refunding dollars to custoners, as
wel | as | ooking at, you know, each year the
Conpany has to plan its budgets for capital
and for OEM based on certain assunpti ons.
Now, if you -- and now | can certainly say

t hat the assunption going into the year was
not that we would get |ess than tenporary
rates com ng out of the rate case. So when
you start | ooking at |ower dollars comng in,
obvi ously sonmething's got to give.

But you would agree that the Conpany woul d
have the opportunity to earn 9.4 percent on
all the investnents it nakes, with the
exception of the training center and a
portion of the i NATGAS facility under Staff's
proposal ; would you not?

| don't agree.

Wiy is that?

118 a |l ot of the other adjustnents have

i npacts to the earnings and cash fl ow of the

Conpany. So | don't agree that Staff's
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proposal gives a reasonabl e opportunity to
earn 9.4 percent ROE comng out of this
pr oceedi ng.

MR. DEXTER: That's all the

questions we have.

275

CHAI RVAN HONI GBERG Conmmi ssi oner

Bai |l ey.

QUESTI ONS BY COWM SSI ONERS:

BY COWM SSI ONER BAI LEY:

Q

W all agree now that if the Comm ssion
approves the settlenent agreenent, we are
maki ng a finding on the prudency of the
Keene -- the costs of Keene for the 24/7
operations at the bl ower and the recovery of
t he response costs, that we're naking a
finding those are prudent.

Yes.

Ckay. And based on what you just went
through with Attorney Sheehan, | was sitting
here wondering what the point of that was.
Is it your position that Staff should have
proved, based on the information that it had,
t hat those things were inprudent?

The Conpany was directed to deal wth the
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costs in this proceeding. W submtted the
costs. W included themin our rate case
filing, just like we include all our other
costs. They're subject to review. There was
ext ensi ve di scovery that was done on them
Qur understanding was that this was the
proceedi ng where there was going to be a
determ nation on that. However, Staff's
position in the case was that essentially

t hat Keene shoul dn't be included and
shouldn't be included in the distribution
rates. And M. Frink's testinony nmenti oned
these costs. He said they nmay or may not be
prudent, but that's as far as he went. So
we're left -- you know, we were left wth,
just li ke any other costs we sought recovery
of, they were included in our filing, subject
to review and recommendations and -- |I'm
sorry. | lost ny train of thought at the end
of that response.

Well, you knew fromthe order that we issued
that we were going to review the prudency of
t hese costs in this rate case --

Correct.
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-- didn't you? So where is the evidence that
you put in your petition that shows that the
costs were prudent?

W submitted all the costs for review
They' ve been reviewed. They've been audited.
We included themin this proceeding. A |ot
of that infornmation was al so provided in

ot her dockets or other proceedings. | guess
it's a matter of how nmany tines do we have to
submt the sane information for review

You understand that the Conmm ssion has to
make t he deci sion.

Perfectly.

Ckay. And so do we have that information?
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You will.
Ckay. Thank you. That's all | have.

CHAI RVAN HONI GBERG:  Commi ssi oner
G ai no.

QUESTI ONS BY COW SSI ONER G Al MO

Q
A

Q

Good eveni ng.

Good eveni ng.

Just one real quick question with respect to
the training center. At what nunber woul d

you have thrown in the towel and said it just
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doesn't nake sense to do it? |Is there a

nunber ?
A. | can't answer that. | wasn't managi ng the
project. | came in later in the process. |

can't give you a nunber.

Q All right. Thanks.

QUESTI ONS BY CHAI RVAN HONI GBERG

Q | just want to follow up on a question M.
Dext er asked you a few different tines in a
few different ways related to the DCF
anal ysis that you tal ked about this
afternoon, Exhibit 75. He wanted to know if
you woul d be confortable bringing that to
upper nmanagenent, and you ultimately said
yes, with a lot of other answers. | just
want to make sure | under stand.

Isn'"t part of why you would be willing

to bring this to upper managenent is that you
woul d be able to say, Well, it can't be worse

than that m ni rum nunber, and we're telling

you we think it will be better?
A Yes.
Q That's what | thought. That's all | have.
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do you have any redirect?
MR. SHEEHAN: Just two short
t opi cs.

REBUTTAL REDI RECT EXAM NATI ON

BY MR SHEEHAN:

Q

On that DCF analysis, M. Millen, isn't it
true that one el enment of the analysis, that
t he anal ysis includes the Conpany's

authori zed rate of return as a discount rate
in the DCF?

Yes.

And so if you have a positive present val ue,
that is telling you that the Conpany is

I nvesting the noney, getting all of it back,
plus all of its rate of return, plus the
positive val ue?

That's correct.

So in this case, if our rate of return was
10 percent, we would earn 10. 33 percent on

t hat project.

That's correct.

So you woul d enthusiastically recommend this
to seni or managenent; would you not?

Yes.
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Second topic. Conmm ssioner Bail ey asked
about the presence of evidence on the Keene
topic. Isn't there a presunption of prudence
when a Conpany makes a rate case filing that
literally contains thousands of decisions
that conprise all the costs involved in the
requested rates?
That sounds |i ke a | egal question.
Fai r enough.

For exanple, we are asking the
Conm ssion for recovery of a $10 nmillion
investnent in the Tilton high line; correct?
Correct.
We put that in -- that is included somewhere
in all the schedules and line itens in our
filing; correct?
Correct.
We did not submt one invoice related to the
high line in this case; did we not?
That's correct. Nor would we request any.
Exactly. So when we file a case with
t housands of elenents in it, including dozens
of mllion-dollar projects, including a $10

mllion project, it's really the Staff that
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W Il focus on issues we think are inprudent
and elevate themto a point of dispute;
correct?

The Staff or --

O whoever.

Yes.

And otherwise, if we had to affirnmatively
prove every elenment in this rate case, we

would be in trial for a year.

Correct.
So there -- thank you.

CHAl RVAN HONI GBERG  Thank you,
M. Millen. | think you can return to your
seat .

| believe that's all we're
going to do this afternoon. W're going to
return tomorrow norning when you're going to
di scuss exhi bits and do cl osi ngs.

It seens to ne, given the way
you're lined up at this point, the order of
cl osings would be Staff, then OCA, then the
Conmpany, 118 the OCA and the Conpany are
essentially taking the sane position, and

Staff is taking a different position.
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Everyone agree with that?

MR KREI'S: Yes.

CHAI RVAN HONI GBERG  kay. I's
t here anything el se we need to take care of
bef ore we adjourn for the day?

MR. DEXTER: Wiat tinme will we
reconvene?

CHAI RVAN HONI GBERG.  Were you
aski ng the sane question, M. Dexter, before or
after the --

MR. DEXTER: \What tine are we
goi ng to reconvene?

CHAI RMVAN HONI GBERG | think
we're reconvening at 10:00. The only question
I's whether we're going to do the electric
hearing first or this.

MR. DEXTER. M recommendati on
would be to do this first. But that's just ny
reconmendation. | haven't spoken to -- are we
off the record?

CHAI RVAN HONI GBERG  Actual |y,
we're on the record right now Do you want to
go off the record?

MR. DEXTER:  Sure.
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(Di scussion off the record)

CHAl RVAN HONI GBERG So we' ||l go
back on the record. So we had an off-the-record
di scussion and agree that the first order of
busi nesses tonorrow at 10: 00 will be to finish
this proceedi ng and then open up the other
proceeding that is noticed for 10: 00 tonorrow
nor ni ng.

Wth that, we'll adjourn for
t he day. Thank you.

(Wher eupon the Day 6 hearing was
adjourned at 5:37 p.m)
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|, Susan J. Robidas, a Licensed
Short hand Court Reporter and Notary Public
of the State of New Hanpshire, do hereby
certify that the foregoing is a true and
accurate transcript of ny stenographic
notes of these proceedi ngs taken at the
pl ace and on the date herei nbefore set
forth, to the best of ny skill and ability
under the conditions present at the tine.

| further certify that | am neither
attorney or counsel for, nor related to or
enpl oyed by any of the parties to the
action; and further, that | amnot a
rel ati ve or enployee of any attorney or
counsel enployed in this case, nor am|

financially interested in this action.

Susan J. Robi das, LCR/ RPR
Li censed Shorthand Court Reporter
Regi st ered Prof essional Reporter
N.H LCR No. 44 (RSA 310-A:173)
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