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REQUEST:  
 
Please provide the “Rates 5” model from the Company’s Docket No. DG 14-180 rate case. 
 
 
RESPONSE: 
 
The Company has researched its files and located the Excel file supporting the rate design for permanent 
rates established in 2014 per the Rate Settlement Agreement approved in Docket No. DG 14-180 in Order 
No. 25,797 (June 26, 2015).  See Attachment RR-02.xlsx, which Excel file includes Tab “RATES-5” 
from the DG 14-180 rate case, as requested.   
 
The premise in producing this Excel workbook appears to be to arrive at a conclusion as to whether the 
rate design in Docket No. DG 14-180 also shows that revenue collected through the RLIAP was added to 
the computation of total base revenues for purposes of quantifying the revenue deficiency in that case, as 
it was in Docket No. DG 17-048 (RATES-5).   
 
The Company’s research shows that the RLIAP revenues were added back in Docket No. DG 14-180.  
Specifically, the Company shows below that low-income discount revenues were added back to the 
revenue computation to derive total base revenues for the purpose of quantifying the revenue deficiency 
in that case. 
 
The requested EXCEL workbook, Tab “RATES-5,” provided herewith was submitted in Docket DG 14-
180 as part of the Company’s initial filing.  That docket was resolved by a rate settlement.  Therefore, the 
final RATES-5 Schedule from the Settlement filing is the schedule that actually pertains to the rates set in 
that docket.  The RATES-5 Schedule included in the Company’s initial filing in Docket DG 14-180 is in 
a slightly different format than presented in the Company’s subsequent rate case in Docket DG 17-048.  
The following compares the computation of the initial revenue deficiency filed by the Company in these 
two consecutive cases: 
 

1. Initial Filing in DG 14-180.  The section of the DG 14-180 RATES-5 schedule presented 
in the initial filing for the proposed rate design has less detail than the RATES-5 
schedule used in Docket DG 17-048.  (Lines 38-40) 
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Company 
Total Explanation Line  

(X) (L) (M) 
27 C. CLASS REVENUE TARGETS
38 Delivery Revenue Requirement   67,021,240 Functional Cost of Service 

Study 
39 Step Adjustment     2,649,554 
40 Total Revenue Requirement   69,670,794 

The Docket DG 14-180 RATES-5 schedule did not include the detail of the low-income 
“add-back” in the same spot as Docket DG 17-048, the add-back was made in the 
revenue calculations in a different spot for reasons pertaining to that case. 

Specifically, Docket DG 14-180 was EnergyNorth’s first distribution rate case following 
Liberty’s mid-2012 acquisition of the Company from National Grid.  The Customer 
Information System was converted from National Grid’s system over Labor Day 
weekend in September 2013, in the middle of the test year. 

Given the conversion of the CIS and accounting systems, booked revenues did not match 
revenues from the billing system in the test year.  Therefore, the Company used billing 
system information to generate a “pro forma” amount of revenue and then the pro forma 
revenue was reconciled to the amount of revenue recorded on the books of the Company.  
To reconcile the two amounts, revenues captured in the billing system of $2,544,011 
were added to booked revenue to derive the adjusted test-year revenue amount. (See, 
lines 1 and 20 below). 

This revenue adjustment of $2,544,011 expressly accomplishes the add-in of the low-
income discount revenue on Lines 1 and 20, below, as compared to Line 42 in RATES-5 
Schedule in DG 17-048. 
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2. DG 14-180 Low Income Discount Revenues are Included in Total Distribution
Revenues.  As shown in the exhibit in part 2, above, the low-income discount
revenue is included in the revenue add-back of $2,544,011.  Specifically, on Line
10, the amount of $54,984,777 is shown for “Distribution – billed,” which is the
revenue amount from the billing system recorded at tariffed rates (under tariffed
rates, R-4 revenue is discounted from R-3 revenue).  The amount listed on Line
10 is then added to unbilled revenue and special contract revenue to arrive at
“Total Distribution Revenue – Computed.”

Lines 15 and 16 operate to add revenues for the Cost of Gas and Local
Distribution Adjustment Charge (“LDAC”) ($104,423,831) to the Total
Distribution Revenue ($56,093,135) to arrive at Total Operating Revenues of
$160,516,966 (Line 18).

Total Operating Revenues ($160,516,966) are then compared to Operating
Revenue “On Books” After Reclass ($157,972,955) (Line 19) to derive the
adjustment of $2,544,011, which was added to Total Distribution Revenues for
purposes of calculating the initial revenue deficiency.

Revenues collected from customers through the RLIAP component of the LDAC
are equal to the amount of the R-4 rate discount.  Therefore, the computation to
adjust the booked revenue upward by $2,544,011 ensured that the revenues
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collected for the R-4 low-income discount through the LDAC (and all other 
applicable revenues) were added back into the Total Distribution Revenues used 
to calculate the initial, filed revenue deficiency in the initial filing in DG 14-180. 

3. Computation of Revenue Deficiency In the Initial Filing Using Total Distribution
Revenues.  Line 7 of Attachment SEM/HSG-2, Schedule RR-3-05, from the DG
14-180 proceeding shows that, after sequential adjustments, the Pro Forma,
adjusted test year distribution revenue was $55,254,657.  That amount is also
shown below in the “Test Year at Current Rates” column, Line 4:

Based on the Test Year Revenue at Current Rates ($55,254,657), the Company 
computed a revenue deficiency and proposed increase, pre-tax, of $8,118,211 
(Line 17), based on “Total Revenues” (Line 7) of $55,254,657 as compared to a 
cost of service/revenue requirement computed to be $68,697,629. 

That deficiency was then used in the Functional Cost of Service Study (Line 24) 
in the column entitled “System Total,” below.  Line 31 (“Delivery Costs”) shows 
that the total revenue requirement to be recovered through distribution rates after 
the proposed revenue increase in the case was $67,060,997. 
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In the RATES-5 Schedule in DG 14-180, the $67,090,997 was shown as the 
revenue requirement (Line 38), less an adjustment of approximately $70,000.  
Rather than adding the low-income discount revenues in here, as was done in 
Docket 17-048, the R-4 low-income discount revenue was already accounted for. 

Company 
Total Explanation Line  

(X) (L) (M) 
27 C. CLASS REVENUE TARGETS
38 Delivery Revenue Requirement   67,021,240 Functional Cost of Service 

Study 
39 Step Adjustment     2,649,554 
40 Total Revenue Requirement   69,670,794 
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4. Final Rate Settlement, RATES-5 Schedule.  As noted above, the Company
submitted the RATES-5 Schedule in DG 14-180 as part of its initial filing.
Subsequent to the initial filing, no testimony was filed in the case by NHPUC
Staff or the OCA.  Instead, a rate settlement was reached.  As part of the Rate
Settlement Agreement, the parties submitted an “abbreviated” RATES-5 Schedule
that did not include a derivation of the approved cost of service or “revenue
requirement.”  However, the Settlement Agreement, Rates 5 Schedule correctly
laid out the rate design process based on Total Distribution Revenues, as denoted
by the following:

► First, on Lines 27-34, “Settlement Base Rates” are set with the “R-4
Discount Included,” i.e., new distribution rates are set for each class
including R-4, with the low-income discount applying to the R-4
distribution rate.

► Second, on Lines 35-97, the computation of the low-income revenues to
be recovered through the RLIAP is provided in detail.

As a result, the summary of the Company’s research on this EXCEL is as follows: 

Revenue Deficiency = Allowed Return – Actual Net Income.  This was calculated the same in 
both DG 14-180 and DG 17-048. 

Allowed Return = Actual Rate Base x Allowed WACC.  This was calculated the same in both 
DG 14-180 and DG 17-048. 

Actual Net Income = Actual Revenues – Actual Expense.  This was calculated differently in 
DG 14-180 and DG17-048, but to the same effect.  In DG 14-180, the RLIAP discount was 
added to actual revenues for purposes of calculating the deficiency.  In DG 17-048, the RLIAP 
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discount was not included in the actual net income because the RLIAP discount was shown as a 
credit in expense and was therefore removed from the computation of the revenue deficiency. 

Total Non-Discounted Base Revenue Requirement = Actual TY Revenue + Revenue 
Deficiency.  This was calculated differently in DG 14-180 and DG-17-048, but to the same 
effect.  In DG 17-048, the RLIAP discount is not included in the revenue deficiency but is added 
as revenue in the test year.  In DG 14-180, the RLIAP discount is included in the revenue 
deficiency as a component of net income. 

Please note that, although the Company is providing this confirmation, this exercise is 
fundamentally flawed because it ignores the existence of two separate steps in the ratemaking 
process.  These two steps are as follows: 

1. When a base distribution rate case is filed, the utility puts forward a computation of
its “revenue requirement” – the amount of money needed to recover its return of anr
return on capital, operations and maintenance expenses, and taxes.  Next, the
Company calculates a “revenue deficiency” - the Company’s proposed revenue
requirement as compared to total base revenues produced by existing rates.  To
correctly calculate the proposed revenue deficiency, existing rates must include both
base distribution rates and reconciling rate mechanisms, such as the RLIAP.”  Outside
of the initial filing, the Company’s computed revenue deficiency plays virtually no
role in the distribution rate case, because NHPUC staff and intervenors focus on the
components of the total revenue requirement rather than just the deficiency to present
rates.

2. When new base distribution rates are set, the rates are set based on the approved
“revenue requirement.”  There are no revenues included in this computation, only the
sum total of the revenue requirement components listed above.

Accordingly, the only way that any “double recovery” or “over recovery” of the low-income 
discount could occur through base rates is where the low-income discount amount has been 
incorporated into the approved cost of service, essentially as a line-item expense, which has not 
occurred.   

Instead, in both DG 14-180 and DG 17-048, the low-income discount revenues are added into 
the total base revenues for purposes of calculating the initial revenue deficiency.  At the end of 
the case, once the cost-of-service was reviewed and accepted for inclusion in rates, the actual 
rates were designed and set by tariff.  The low-income discount revenues were not included in 
the approved revenue requirement representing the approved cost of service using test year costs.  
Instead, the discount is accounted for only in the design of rates, using the approved cost of 
service or “revenue requirement.”  Therefore, there is no “double counting” of the low-income 
discount revenues that has occurred in either DG 14-180 or DG 17-048. 
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