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PROCEEDI NGS

CHAI RVAN | GNATIUS:  So it | ooks
as though we nay be swi tching order of
W t nesses to accommodate M. Rubin's schedul e,
which is great. |Is that where we are?

MS. HOLLENBERG  Yes, it is.
Thank you.

CHAI RVAN | GNATI US:  And that's
agreeable with everyone?

(No verbal response)

CHAI RVAN | GNATI US:  All right.
Ms. Hol | enberg.

M5. HOLLENBERG  Thank you very
much. The O fice of Consuner Advocate calls
Scott Rubin to the stand, please.

(VWHEREUPON, SCOTT J. RUBI N was duly
sworn and cauti oned by the Court
Reporter.)
SCOIT J. RUBIN, SWORN
DI RECT EXAM NATI ON
BY M. HOLLENBERG
Q Good afternoon, M. Rubin. Could you please
state your nane for the record.

A. Scott Rubin, R UB-I-N.
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[WITNESS: RUBIN]

And in what capacity are you participating
in this proceedi ng?

| ama consultant for the Ofice of Consuner
Advocat e.

Are your -- is your experience and

qual i fications summari zed for the Conm ssion
as part of prefiled testinony which you
filed on October 7, 20117

Yes.

And do you have any corrections or changes
that you would i ke to make to that
testinony at this tine?

No corrections or changes, though some of
the informati on probably shoul d be updat ed.
Ckay. Thank you. So your testinony was
prepared about six nonths ago. Have you
recei ved any information in the | ast six
nmont hs t hat changes any of your concl usions
or reconmendati ons?

Yes. My concl usions and recomendati ons
were summari zed on Page 4 of the testinony.
The first dealt with the financial,
techni cal and managerial fitness of Liberty.

| still have concerns with Liberty's
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[WITNESS: RUBIN]

techni cal and managerial fitness. The
settl enent addresses those concerns, as |
think we'll get into a little later. But
the | evel of Staff invol venent contenpl ated
in the settlenent does not nmke Liberty any
nore fit to own and operate these utilities,
but it does provide sone |limted protection
for the public agai nst the consequences of
an i nexperienced conpany taking over these
utilities.

On the financing terns and conditions,
we have now received information from
Li berty about the expected ternms, conditions
and covenants in that financing. | have
reviewed themw th a particular focus on the
speci al covenants the lenders will inpose on
Li berty and the New Hanpshire utility. | do
not object to the Comm ssion's approval of
that financing, assum ng that the ternms,
conditions and covenants are as they were
provided to us on March 7th of this year in
a suppl enental response to Staff, TS 2-22.

On the service quality issues, there's

no change in ny testinony. | don't see a

{DG 11- 040} [ 04- 16- 2012/ AFTERNCON SESSI ON ONLY]




© o0 ~N oo o b~ w N

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

[WITNESS: RUBIN]

benefit or a harmto the public in terns of
service quality.

So I think that updates where | am
based on additional information other than
the settl enent.

And turning to the proposed settl enent
agreenent, have you revi ewed that?

Yes, | have.

And does the proposed settl enent agreenent
af fect any of your concl usions or
reconmendat i ons?

Yes, it does. The settlenment provides an
extraordinary |l evel of Staff oversight and
National Gid' s continued involvenent for
the next two or three years. And those
provi si ons conbi ned address nost of ny
concerns about service quality and the
transition process.

In addition, there are several
rat emaki ng provisions in the settl enent.
These i nclude the EnergyNorth staff, the
transition period caps on information
t echnol ogy-rel ated i nvest ment and

unaccount ed-for gas, the provision
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[WITNESS: RUBIN]

preventi ng any change i n accunul at ed
deferred tax balances as a result of the tax
treatnent of the transaction, and limts on
rate case expenses in each of the conpanies’
first base rate cases under Liberty's
owner shi p. Taken together, those provisions
provi de further protection for custoners
agai nst what ot herw se woul d have been a
significant risk of higher rates under
Li berty's ownership than under Nati onal
Gid' s ownership.

Wen | read all of the settl enent
provi sions together, | have reached the
conclusion that the settlenent -- if the
settl enent provisions are approved,
i npl ement ed and vi gorously enforced, then |
believe it is likely that the public would
not suffer a net harmfromthe proposed
transacti on.
Thank you. This norning, Conm ssioner
Harri ngt on asked about the potential |oss of
econom es of scal e under Liberty ownership.
Do you have any information about that

i ssue?
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[WITNESS: RUBIN]

10

Yes. | address this issue on Pages 13

t hrough 15 of ny testinony. And that
testinony |largely remains true, based on
what we know today, except that we now have
a cap on I T investnent of $8.1 mlli on.
When | prepared the testinony last fall,

Li berty's estimate was that the IT

i nvestnment would be $6.3 nillion. So that
results in additional depreciation expense
and a higher return on investnment. So the
net detrinment now woul d be closer to

$3 million, where in ny testinony last fall
it was at about $2.5 mllion. That is

of fset sonewhat, probably about a mllion to
a mllion and a half dollars, by a | ower
cost of debt.

So, based on the information that I
have available, in ny opinion, there's no
question that Liberty wll not be capturing
sone of the econom es of scale that National
Gid provides today. That's especially a
concern in the early years, before the new
i nvest nent has depreciated. And we have

addressed that concern in the settl enent by
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[WITNESS: RUBIN]

havi ng an extended stay-out for EnergyNorth
and by limting rate case expenses for the
first rate case for each of the utilities.
So, in ny opinion, these and the other
rat emaki ng provisions in the settlenent are
designed to mtigate and essentially offset
Li berty's higher operating costs, at |east
in the first few years.
Thank you. Also this norning, Comm ssioner
Scott asked, basically, what's in it for
rat epayers. How would you answer this
question?
| mean, with all respect to the Joint
Petitioners here, ny answer to that question
is: Nothing. | don't believe there's
anything in the settlenent or in the
transaction that provides a net benefit to
rat epayers. The settl enent provides
reasonabl e assurances, but no guaranty, that
custoners wll not be harned as a result of
the transaction. But | do not find a net
benefit or any conpelling reason fromthe
custoner's perspective why the transacti on

shoul d occur. | do recognize, though, that

11
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[WITNESS: RUBIN]

12

the current owner wants to get out of the
retail business in New Hanpshire; and thus,
there is also arisk to forcing that owner
to remain in the business. Considering all
of these factors, | have concluded that the
transaction is in the public interest, as

|l ong as the settlenent provisions are fully
i mpl enent ed and vi gorously enforced.

Thank you.

M5. HOLLENBERG | don't have
any other questions. The witness is available
for cross-exam nati on.

CHAI RVAN | GNATI US: Ms.

Hol | enberg, are you planning to introduce M.
Rubin's testinony?

M5. HOLLENBERG  Yes, | am
Actually, if | could ask that that be marked
for identification as Exhibit 10. 1've
already distributed a copy to the clerk and to
t he stenographer.

CHAI RVAN | GNATI US: Thank you.
So marked for identification. That was
prefiled testi nony on COctober 7, 20117?

MS. HOLLENBERG  Yes, nma'am
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[WITNESS: RUBIN]

(Exhibit 10 marked for identification.)
CHAI RVAN | GNATI US: | n order
cross-exam nation, the Joint Petitioners,

Legal Assistance, M. Sullivan and

Ms. Fabri zi o. Does that work? M. Caneri no.

MR. CAMERI NO. The Joi nt
Petitioners have no questions for M. Rubin.
CHAI RVAN | GNATI US: M.

Sul |'i van.

MR, SULLIVAN: No questions from

us. Thank you.
CHAI RVAN | GNATI US: Ms.
Fabri zi o.
M5. FABRI ZI O No, thank you,
Madam Chai rman. | have no questions. Staff
has no questi ons.
CHAI RVAN | GNATI US:  All right.
Conmmi ssi oner Harri ngton.
CVBR. HARRI NGTON:  Yeah.
| NTERROGATORI ES BY CVSR. HARRI NGTON:
Q Just referring to Page 13 of your
testinmony -- and | think this tine there's
only one nunber on the page, so it won't

confuse ne -- at the very bottomof that it
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[WITNESS: RUBIN]

says, Liberty's analysis shows that it would
require nore enpl oyees and a hi gher |evel of
expenses to provide the sane service that
National Gid is providing today.
Specifically, Slides 22 to 23 from Li berty
show the cost of service would be $889, 000
nore than National Gid' s cost of service.
First, over what period of tinme is that
referring to?
That's an annual nunber.
That's an annual nunber. GCkay. And could
you expand on exactly why that's going to be
that nmuch nore, and what does it break down
to as a rough percentage? | nean, is this
1 percent or 50 percent or --
| cannot explain why, other than that
National Gid is providing, let's call them
"back-office" types of services for a nuch
| arger group of customers. VWien we think
about billing, custoner service, accounting,
i ssues of that nature, they're able to
spread those costs over a much | arger
cust oner base than Liberty wll be able to.

That's, | think, what you were referring to

14
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[WITNESS: RUBIN]

15

this norning as the econoni es of scale.

In terns of percentage, | don't know if
| have those nunbers, off the top of ny
head. |If you could give ne one nonent,
maybe we do.

Sur e.
In Attachment SIJR 3, on Page 3 -- and |
apol ogi ze for the tiny print -- that is a
summary of Granite State's operating and
mai nt enance costs for 2011. And the total
cost for Ganite State in 2011 is...
You got ne.

CHAI RVAN | GNATI US:  Yeah.
Yeah, this is not an exhibit | prepared.

This is sonething that was provided by the

Petitioner. | believe what this is show ng
is -- yes, the very bottomline says "O & M
Expenses Pl us Labor." And the budget

figure -- sorry. The National Gid figure
is the third nunber fromthe left on the
bottom | think that's $16, 181, 000. And
the figure to the right of that is Liberty's
budget, or the equival ent nunber for 2011,
whi ch woul d have been $17,070,000. And then
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[WITNESS: RUBIN]

16

tothe right of that | think is inflating
that nunmber into 2012. That's probably a
little less rel evant because we don't know
what National Gid s nunbers would be for
2012. But for 2011, that's that $889, 000
difference. So that's 889, 000 out of
16 million is, in round nunbers, about 4 or
5 percent, and that's for G-anite State.
The next page has the sane type of analysis
for EnergyNort h.
But we can read this page.
Yeah, this one's a little easier to read.
And that shows the $876, 000 difference out
of about $28 mllion in 2011. That's
pr obabl y about around 3 percent higher,
sonmething in that range. Again, this is
just | ooking at operating and nai nt enance
expenses and labor. It doesn't include the
rate base side of the equation. But | think
that puts it in sone perspective for you.
Yeah, that's very helpful. Thank you.

And you nentioned that the debt costs
were going to be lower. And that's just

because of Ganite State, they're
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[WITNESS: RUBIN]

refinanci ng sonething at a better interest

rate?
Yes. Liberty will be replacing nost of the
exi sting debt, which is really debt -- as |

understand it, nost of that is debt owed by
the utilities to National Gid. It's not
debt that's owed to unaffiliated third
parties. So that debt wll| be replaced by
debt that Liberty is issuing on the open

mar kets, and that's at a |l ower cost than
it's currently reflected on the books of
EnergyNorth and Granite State. So | think
the latest estimate | saw was a savi ngs of
about a mllion and a half dollars in annual
i nterest costs from doing that.

Now, so, would it be fair, then, to add
those two nunbers together, the 800 -- in
the case of Granite State, the 889, 000,
which is a higher expense, and then the
mllion dollars, which is a | ower expense,
and cone out with a net slight decrease

or --

No. |If you | ook on Page 15 of ny testinony,

there's a table at the top of the page that

17
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[WITNESS: RUBIN]

summari zes it. The Ganite State nunber was
updat ed sonewhat fromthe exhibit we were
just looking at. So that's $963, 000 i nstead
of $889,000 in increased costs -- the

i ncreased cost to EnergyNorth -- and then,
you know, non-|abor cost increase for IT

i nvestnment and then the return on IT
investnent. |If we were to update those
nunbers today, the non-I|abor |IT cost

i ncrease woul d be hi gher because of
addi ti onal depreciation. The return on IT
i nvest nent woul d be hi gher because we're at
$8.1 mllion instead of $6.3 nmillion when
this was prepared. So we'd be up closer to
$3 mllion as Liberty's increased costs to
do busi ness conpared to National Gid's.
And then we woul d reduce that by about a
mllion and a half dollars for the |ower
debt cost. So the net would be about, you
know, agai n, ball park nunbers, about

$1.5 mllion in higher costs under Liberty
ownership, or the two utilities conbi ned.
And that's for per year?

Yes.

18
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[WITNESS: RUBIN]

19

Q Ckay. So, about one and a half million
hi gher per year, all included. Gkay. Thank

you.

A. Yes. And | think | referred to this

earlier. That's in the early years before
that I T i nvestnent has depreciated. Once,
you know, depreciation on that investnent
has accunul ated, the cost to consuners
becones much | ower on an annual basis. So
that $1.5 mllion nunber starts to shrink.
And that's why | referred to the ratenaking
provisions in the settlenent as |argely
offsetting the cost increase in the early
years. And then in the |l ater years we just
have to see what happens.
Q Al right.
CVSR. HARRI NGTON: Thank you.
That's all.
CHAI RVAN | GNATI US:  Conmi ssi oner
Scott.
MR, SCOTT: Thank you.
| NTERROGATCORI ES BY CVSR. SCOIT:
Q | just wanted to clarify. Early on in your

statenent you expressed you still have
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[WITNESS: RUBIN]

concerns regardi ng managerial capability.
Was that nore what you just discussed, as
far as havi ng deep pockets and costs
related, or is it actual technical ability?
It was nore related to experience. Liberty
itself does not have any experience wth a
natural gas distribution utility. They have
limted experience with an electric
distribution utility -- you know, one
utility that they acquired within the |ast
two years or so, and that they're still
wor ki ng through the transition process for.
So that's where those concerns are coni ng
there. | recognize that Liberty is bringing
in a nunber of people from National Gid who
have, you know, the nore day-to-day,
hands-on type of experience, which is very
hel pful. But at the upper managenent | evel,
Li berty really does not have the experience
wth a natural gas utility and, again, very
limted experience with an electric utility.
And on that sane regard, you nentioned,

obvi ously, you felt alittle bit nore

confortable, given all the controls that

20
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[WITNESS: RUBIN]

21

were, for want of a better word, in place,
assum ng the settlement agreenent is
approved. |Is there sonething -- what could
t he Conpany do to nmake you feel nore
confortabl e regardi ng that aspect?

Well, | think the provisions in the
settlenent are sufficient, or at |east |
hope they're sufficient, to protect
consuners from any adverse effects.
Basically puts another |ayer of oversight,
you know, on top of Liberty's nanagenent.
That's sonething we normally would not see
if Liberty were, you know, a fully
experienced and qualified conpany com ng in;
t hose provi sions would not be necessary.

" mnot sure there's anything Liberty
could do to satisfy ne that they, you know,
have the experience to, you know, reliably
operate a natural gas distribution conpany,
short of bringing sonebody in at upper
managenent who has that type of experience.

And | talk about this a little bit in
the testinony, that what is required of a

natural gas distribution conpany is very
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[WITNESS: RUBIN]

different than what is required of a water
utility. Wter utility, we routinely see
| ost or unaccounted-for water of 15 to
20 percent; and gas, we have to keep that
usually below 1 percent. In water, we have
fairly frequent -- maybe "frequent" is not
the right word. But it's not unusual to
have mai n breaks or sporadic outages. In
gas, there is zero tolerance for that. And
it's extrenely expensive to respond to a
natural gas outage, even a limted one,
because sonebody has to go door to door to
shut off gas and then turn it back on,
re-light pilot lights and so on. It's a
very different type of operation.

|'"ve been in this business for close to
30 years. A lot of ny work involves water
utilities. | know a | ot of people who
operate and own water utilities, and the
m ndset is very different than what | see in
the energy industry. And there's very
littl e experience out there with a conpany
that is engaged in both water and energy

di stri buti on. Ther e have been sone el ectric

22
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[WITNESS: RUBIN]

23

utilities that have tried to get into the
wat er busi ness and quickly | eft because they
realized it was pretty different from what
they were used to. |'mnot aware of any gas
utilities that have even tried to get into
t he wat er business, or any water utilities
that have tried to get into the gas
business. So this is really sone new
territory that's being plowed here, and it
makes nme a little nervous.

MR, SCOTT: Thank you.

| NTERROGATORI ES BY CHAI RVAN | GNATI US:

Q M. Rubin, a couple tinmes you referred to
that cost differential being higher during
the early years and coming down in the | ater
years. Can you put sone time franmes on what

"early" and "later" nean?

A |*'mnot an accountant, and |I'mcertainly not

a depreciation expert. But | believe the
information we've seen has that initial IT

i nvest nent depreciating over either seven or
eight years. So if we take that -- let's
use sone round nunbers. Let's say it's an

$8 mllion investnent for IT, and that
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depreci ates over -- well, let's make it real
easy. Say it depreciates over eight years.
That neans after a year, there's $7 mllion
of investnent left that's going to earn a
return. So, when we get out, you know, past
the first two or three years, that nunber is
getting pretty small and is getting cl oser
to the |l evel of investnment that National
Gid has that's being allocated to the New
Hanpshire conpany. So | think once we get
past probably about three years of Liberty
owner ship, then the information

technol ogy-rel ated costs start to becone
much cl oser to what they woul d be under
National Gid ownership. And that's why
that initial stay-out is so inportant for
EnergyNorth, because it provides sone tine
for that investnent to depreciate before
that first rate case is filed.

In foll ow ng up on your concerns about | ack
of experience with a natural gas utility,
are there any indicators you can think of
that would be inportant to watch for that

m ght show you things are operating well or
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t hi ngs seemto be getting out of hand, and
before it gets even worse, apply sone
greater scrutiny to what's going on?
Yes. |I'll leave a ot of that detail to the
operations and safety experts you'll be
hearing froml ater

One inportant neasure is the
unaccount ed-for gas, which we've included a
cap on that in the settlenent. And that cap
was -- | won't go into exactly how that was
cal cul ated. But essentially, that
represents EnergyNorth's typical experience
over the last five to six years. | nean,
there was sone averaging and all that
i nvol ved. But that's at a |l evel that we
think is conparable to what EnergyNorth has
experi enced under National Gid ownership.
So if we see that nunber really start to
clinb, that would be a concern. | think if
we see a big change in the | evel of
i nvestnment that's going into, you know,
repl aci ng bare steel and cast iron in the
di stribution system that would be a

concern. Cbviously, if there are custoner

25

{DG 11- 040} [ 04- 16- 2012/ AFTERNCON SESSI ON ONLY]




© o0 ~N oo o b~ w N

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

[WITNESS: RUBIN]

26

out ages, that would be a very serious
concern -- again, |ooking at natural gas.

So those are, you know, three fairly
hi gh-1 evel indicators that, you know, |
woul d suggest you watch for. And | know t he
settl enment includes a nunber of nore
detailed provisions as well. And you'll be
getting, | think on nost of them quarterly
reporting, which would be very useful, just
to make sure things are not deteriorating.
Did you hear the testinony this norning
about the relationship between the org chart
that's been marked for identification as
Exhi bit 6 and the way that that interacts
wth the organization that has EnergyNorth
and Granite State sort of connected down
bel ow t hrough t he operations side of things?

| did hear that, yes.

As | understood it -- and we'll have nore
testinony on this, soif I'mwong, | hope
people will clarify for ne -- all of the

positions identified in Exhibit 6 are really
sort of service -- providing services to

those two utilities. Uilities are
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st and- al one busi nesses, but they obtain many
of their services through the Liberty
Uilities positions that we see identified
in Exhibit 6. Does that neet your
under st andi ng of what's goi ng on?
That is ny understanding. Now, sone of the
functions shown here as Liberty Uilities
New Hanpshire are only going to be provided
to either Ganite State or EnergyNorth. You
know, the gas supply function is an
EnergyNorth function. The electric supply
function is a Ganite State function. So,
sone of what's shown here, you know, is very
specific to one utility or the other. But
it's all reporting up to a Liberty Uilities
New Hanpshire executive; you know, both gas
an electric supply are under the Liberty
utilities New Hanpshire Director of Energy
Procur enent .

And the same thing on the operating
side. Gas operations and electric
operati ons are shown as separate boxes here,
but they're both under the Vice-President of

Operati ons and Engi neering, which is a
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Li berty Utilities New Hanpshire executive.

Does that structure, splitting -- let's
stick with gas here -- splitting the gas
function into different lines of authority

that are separate and apart fromthe actual
gas distribution conmpany make sense to you?
| don't feel qualified to really answer
that. |I'mnot an expert on the nanagenent
of any kind of conpany or nanagenent
structure. There are, | think, two
different ways to do it. You know, one
approach would be to have an electric
conpany and a gas conpany, each with its own
executive structure; then the service
conpany would provide fairly limted
support, you know, for common functions |ike
billing and netering, custonmer service,
accounting, those sorts of things. That's
one approach. This is a different approach.
This is centralizing nost of those functions
at the -- call it the i medi ate parent
conpany, you know, the New Hanpshire

parent -- and then not -- | don't want to

say each of the operating utilities wouldn't
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be aut ononous, but they would have a limted
l evel, | think, of executive -- well, |I'm
not sure of the right way to say it. But
the operating utilities really would not be
aut ononous entities. They woul d be
reporting up to directors and
vi ce-presidents at the parent conpany | evel.
So, presunably, they woul d not have that
type of executive | eadership on a
st and- al one basis; they're getting it from
t he parent conpany. And that's as far as |
can go, just to say that there are two
different nodels. | don't know if one is
better than the other.
All right. And | think we'll be hearing
nor e about structuring nmanagenent in panels
yet to cone. So maybe that's fine for now
CHAI RVAN | GNATI US:  All right.
| think that's it for our questions.

Any redirect, M. Holl enberg?

M5. HOLLENBERG  No, thank you.

CHAI RMAN | GNATI US: Thank you
very much, M. Rubin. You are excused. And

if you need to travel, that's okay.
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MR. CAMERINOG. Wuld it be
appropriate if we have a couple foll ow up
questions on responses that M. Rubin gave to
t he Bench?

CHAI RVAN | GNATI US:  We don't
nornmally do that, certainly not as a nmatter of
course. |Is it sonething that coul dn't have
been anticipated, wasn't in the scope of
t hings that had been prefiled?

MR CAMERINO It's related
to -- he had answered in a ot nore detail,
frankly, a question about why he believed that
Li berty didn't have the experience with regard
to operating a gas conpany, and | wanted to
just clarify what he had considered in
reachi ng that concl usion.

CHAI RVAN | GNATI US:  All right.
We'll allowit. |1 do want to not suggest that
we're always going to allowthat. But if it's
sonething fairly brief and specific to things
that really couldn't have been anti ci pat ed,
that's fine.

MR. CAMERI NO. W appreciate
t hat .
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CRCSS- EXAM NATI ON

BY MR CAMERI NO

Q

M. Rubin, when you were sharing your
perspective on Liberty's experience with
regard to operating particularly a natural
gas conpany, but an electric gas conpany as
well, | take it your remarks related to --
when you said "Liberty,"” you nmeant Liberty
meani ng M. Pasieka, M. Robertson and the
peopl e at that |evel of the organization.
You were not referring to -- when we | ook at
this org chart, you were not passing
judgnent on the capabilities of people |ike
M. Dafonte, M. Saad, M. MucDonald, M.
McCal l um and people that are here, saying
t hat those people that Liberty has engaged
don't have that experience. |Is that a fair
statenent ?

Yes, you are correct. | was tal king about
the -- | hope I don't bungle the nanes --
but at the Liberty Uilities |level, the
Toront o- area headquarters, not the specific
peopl e that woul d be doing the day-to-day

operations in New Hanpshire.
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MR. CAMERI NO Much.

CHAI RVAN | GNATI US: All right.

Thank you. You're excused.

THE W TNESS: Thank you

CHAI RVAN | GNATI US: Do we have
now a panel on the settlenent itself?

M5. FABRIZIO This is Staff's
panel with its consultants on I T issues
related to the transacti on.

CHAI RVAN | GNATI US:  You' ve told
nme that twice. Maybe it mght sink in at sone
poi nt .

MS. FABRI ZIOQ  Staff calls
Gregory Mann and Tinothy Connolly to the
st and.

(VWHEREUPON, GREGORY L. NMANN AND TI MOTHY
M CONNCLLY were duly sworn and
cautioned by the Court Reporter.)
GRECCORY L. MANN, SWORN
TI MOTHY M CONNCLLY, SWORN
DI RECT EXAM NATI ON
BY M5. FABRI ZI O
Q M. Mann, could you pl ease state your nane

and busi ness address for the record?
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(By M. NMann) Gregory Mann. The address is
11610 Tomahawk Creek Parkway, Leawood,
Kansas, 66211.

And by whom are you enpl oyed and i n what
capacity?

(By M. NMann) Managi ng vi ce-president for
Gor han] Gol d| G eenwi ch & Associ at es.

And what has been your involvenment in this
pr oceedi ng?

(By M. Mann) Qur involvenent was to review
the I T systens and preparations and pl ans
that were being made by Liberty Energy -- or
Li berty Uilities and National Gid for

pur poses of equipping G anite State Electric
and EnergyNorth with their I T systens
follow ng the sale.

M. Connolly, could you pl ease state your
nane and busi ness address for the record?
(By M. Connolly) Tinothy Connolly,
CONNOL-L-Y. M business address is
2005 Arbor Avenue, Belnont, California.

And by whom are you enpl oyed and i n what
capacity?

(By M. Connolly) I'"mthe vice-president for
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regul atory conpliance wth

Gor han] Gol d| G eenwi ch & Associ at es.

And what has been your involvenent in this
pr oceedi ng?

(By M. Connolly) As with Dr. Mann, review
of the IT plans and preparati ons of Liberty
and National Gid towards the inplenentation
of the systens for Ganite State El ectric
and EnergyNorth Gas.

Thank you. Now I'll direct ny next
questions to you both as a panel.

You filed direct and suppl enent al
testinony in this docket; is that correct?
(By M. Mann) That's correct.

And was that testinony prepared by you,
under your direction?
(By M. Mann) It was.

MS. FABRIZI O And Chai rman
Ignatius, | would like to request that the
Cctober 7, 2011 direct testinony and April 10,
2012 suppl enrental testinony of
Gor han] Gol d| G eenwi ch & Associ ates, or G3
Associ ates, be marked for identification as

Exhibits 11 and 12.
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Q

A
Q

CHAI RVAN | GNATI US: So nar ked.

(11 marked for identification.)

(12 marked for identification.)
M. Mann, do you have any corrections or
changes that you would |like to nmake to your
testi nony?
(By M. NMann) W have one m nor correction.
|'d refer you to the attachnent narked
"G3-1," Paragraph 2 --
And are you | ooking at the April 10t h,
2012 --
(By M. Mann) I'msorry. Yes, the
April 10th, 2012 prefiled testinony and
report. Attachnment G3-1, Page 3,
Paragraph 2, Bullet 1, there's a reference
there made in the second sentence to "M.
Pasieka will direct Liberty's Project
Managenent O fice."” That should be
corrected to refer to M. Wod as opposed to
M. Pasi eka.
And with that change, is this testinony true
and accurate to the best of your know edge?
(By M. Mann) Yes, it is.

Ckay. Could you please briefly state how

35
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you approached the task asked of you by
Staff and what you concluded in your report?
(By M. Mann) We were asked by Staff to
review the plans and proposals that were
bei ng nmade and the efforts that were being
expended by the two conpani es.

At the tinme that we were engaged, the
Conpany was already -- the conpani es were
already in the process of devel oping their
approach to transitioning the I T system over
fromNational Gid to Liberty. At that
point in tinme, we found that a consi derable
anount of work had been expended by both
parties to achieve a degree of cutover from
the initial state for their financial and
cor por at e governance systens, as they were
necessary to commence operations.

Li berty had concluded that its need
for -- to achieve the needed flexibility as
it assunmed responsibility and worked w th
National Gid to establish a process by
which National Gid would assist it in doing
SsOo. As Liberty sawitself growing into its

new role, Liberty would flush out the IT
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results that were required at a | ater date.
VWhat this did was it manifested itself in an
| T strategy that deferred sone of the

oper ational -1 evel questions and requirenents
to later tinmes in the devel opnent cycle.

As a consequence, from our vi ewpoint,
what we concl uded early on was that we were
di sappointed in seeing the |l evel of the | ack
of detail at the back end of the transition
process. W also felt that, in the course
of events, the inplenentation schedul e was
aggressi ve and woul d probably require sone
addi ti onal extension before it could be
conpl et ed.

Subsequent to that, in the course of
events, we've had a significant anmount of
di scussion. W conducted fairly extensive
di scovery with both conpani es, engaged in
quite a bit of discussion, toured the sites
that the Conpany envisioned its |IT support
to be provided from net with a considerable
nunmber of their nmanagers and executives and
t al ked about i nprovenents that coul d be nade

in the processes. And subsequently, by the

37

{DG 11- 040} [ 04- 16- 2012/ AFTERNCON SESSI ON ONLY]




© o0 ~N oo o b~ w N

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

[WITNESS PANEL: MANN|CONNOLLY]

38

time we issued our Cctober -- our Apri
report, we were relatively confortable wth
t he changes that were being made on the part
of the Conpany and the inprovenents that
wer e bei ng adopted on their part.
Thank you. GCenerally speaking, how did the
Petitioners respond to your concl usions and
reconmendat i ons?
(By M. Mann) They were very supportive.
Initially, there was sonme questions in their
m nds as to the things that we were asking
for. But they understood that what we were
attenpting to do was put in place supports
that would allow themto be nore successful.
And as a consequence, in every instance, the
recommendat i ons that we nade have been
adopt ed.
Thank you. The next few questions |I'd Iike
to turn to Exhibit 12. This is the
April 10, 2012 testinony and report prepared
by G3. On Page 4 of your report --

MS. FABRIZIO And when | refer
to page nunbers, I'mreferring to the mddle

at the bottomof the page. And I'm | ooking at
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the Attachnment G3-1 on Page 4.

CVBR. HARRI NGTON: Excuse ne.
Is the report 07? |Is that what you're
referring to?

M5. FABRI ZI O It's attached to
the April 10, 2012, and there's an April 10,
2012 date in the header. There were two
reports: One filed in October and the
suppl enental filed in April.

CMSR. SCOTT: To clarify, so the
header says "2011," but it should be "2012";
correct?

M5. FABRIZIO Yes. W filed a
revi sed version that replaced that date.

CVSR. HARRI NGTON:  |''m sorry.
l"mstill -- there's two reports?

M5. FABRIZIO Yes. & filed
testinony with an attached report on
Cctober 7th, 2011. That's Exhibit 11. And
then it filed supplenental testinony with a
suppl enental report on April 10th, 2012. And
t hat has been marked as Exhibit 12. [1'll be
happy to provide --

CVMBR. HARRI NGTON:  So this is
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the report you're referring to that cane with
Cctober 7th, that's dated October 7th, and it
says "National Gid and Liberty Energy
Uilities Conpany Technical Report"?
M5. FABRIZIO Yes, that's --
CVBR. HARRI NGTON:  That's part

MS. FABRIZIO That's attached
to the testinony. So that's as one with
Exhi bit 11.

CMSR. HARRI NGTON: Ckay. Thank
you.

A (By M. Mann) And your question related to
the attachnments to that report.

BY M5. FABRI ZI O

Q To the April report -- to the April
t esti nony.

A (By M. NMann) All right.

Q And ny questions really go to nore general
remarks fromG3. So it's actually not
necessary to flip pages, if that nakes it
easi er .

On Page 4 of the April 10th report, you

menti oned that Liberty has prepared an I T
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plan and I T mgration plan. Could you
outline briefly your assessnment of those

pl ans, and could you al so conment on

Li berty's "Greenfield,” as you termit, its
approach to I T pl anni ng.

(By M. Mann) Liberty Energy has prepared
two docunents that principally codify what
constitute their total planning efforts.
The initial plan, the IT plan, is an
over - archi ng docunent that outlines the
requi rements that their operating conpany
w il have for IT support and how t hey intend
to approach that.

The I'T mgration plan is actually a
wor ki ng docunent that, over tine, will guide
the i npl enentation by the conpanies and w ||
permt Staff the ability to nonitor their
i mpl enentation efforts and judge the nerits
of their work.

The m gration plan incorporates many of
the concerns -- or addresses many of the
concerns that we had in our initial report.
It provides for an extensive anount of

testing to ensure that the capabilities of

41
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the various software applications that are
being introduced in the systemw || work.

It provides for a change- managenent process

that will govern changes that nmay in fact be
requi red as the inplenentati on occurs. It
al so provides what wll serve as the basic

mechani sm by which the Staff will be able to
judge both the efficiency of the
i mpl enentation, but also to be know edgeabl e
early on of anything that nay affect either
cost or schedul es associated with the plan
to transfer.

The question of "G eenfield" -- that's
a termof art that's used. One thing that
was very apparent in this engagenent, that
has been generally different than in many
ot her instances, Liberty Energy has the
ability to institute or introduce nany
different, new types of -- let ne rephrase
that -- has the opportunity to exam ne what
its requirenents are fromthe bottomup from
its user standpoint and is in the process of
designing its systens and its capabilities

to nmeet those user requirenents. |It's not
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bound to the | egacy systens that have been
enpl oyed by National Gid, which in and of
t hemsel ves have nutated quite extensively
over the years as National Gid has
assenbl ed many of its operating units.

In this particular instance, Liberty
went wth the approach that it was | ooking
to try and bal ance out the capabilities that
its users needed with the cost of delivery,
and as a result, resulted in a systens
approach that was narkedly different than
t he approach that National Gid has
enpl oyed. And so fromthat standpoint, we
considered it a "G eenfield' because they
were willing to start from scratch and | ook
at it fromthe bottom up.

Thank you. On Page 9, at Footnote 6 of the
sane April 2012 report, you note that

Li berty's New Hampshire acquisitions wl|
utilize simlar |IT devel opnent and

depl oynent approaches as the Cal Peco
acquisition in California. Could you
comment on the simlarities and whet her

there are | essons that have been | ear ned
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t hrough the Cal Peco experi ence?
(By M. Connolly) There are sone
simlarities and sone parallels between the
Cal Peco experience and Granite State/
EnergyNorth. And then there are sone
di fferences and there are sone | essons
| earned. Let ne start wth the
simlarities.

Li berty is acquiring the operations of
a conpany and its about 40 sone-odd thousand
electric users in California. And the
systens that are being put into place for
Cal Peco operations are "off the shelf" or
"out of the box" -- that's the
term nol ogy -- acquired from vendors,
reput abl e vendors who have gotten proven
experience in their application. And the
host, the selling conpany -- in this case,
Sierra Nevada -- has the data that needs to
be popul ated into these new systens. And
there's sone transition services which guide
t he operation of the conpany between the
time that it starts to acquire information

and data and the tine it begins to operate
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on its own. Those three things are very
consi stent parallels wth what we see here
in New Hanpshire with Granite State and
Ener gyNor t h.

In ternms of some differences, Cal Peco
is just electric, wwth 7,500 or so users.
It's alot snaller than the territory that's
bei ng brought in from National Gid. And
the third major one, the third major
difference, is that the National Gid system
t hat houses the data for New Hanpshire
operations is co-mngled with user
information, circuit information, field
i nformation, dispatch informati on and
records Wrks nmanagenent and so forth for
New Hanpshire, for Massachusetts, for Rhode
| sl and, for New York, contrasted with Sierra
Nevada, which had isolated all of the
informati on about its operations into a
separate systemand running it out of their
conbi ned operation network. So the data
bases, for National Gid purposes, are
co-m ngled wth nmany ot her states, and for

Sierra Nevada were i1solated i nto one
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operati ng region.

So, those two -- set of parallels, set
of differences -- are what apparently what
we have seen that Liberty has | earned from
t hose Cal Peco |l essons, that IT testing is
critical to the success of turning up these
appl i cations.

W have seen -- they've shared
information with us about their experience,
the way it's gone, things that -- they've
had one test plan. They needed to
suppl enent that with other test plans. They
needed to do nore reiterative testing. So
those are the practical |essons | earned
about that. They've al so | earned about the
conplications of training users to work with
t hese systens will take | onger than the
initial forecast of however many training
hours and training days. Things take | onger
when you have nore people involved, and
ot her training resources need to be
deployed. So |I think that was a very
hel pful | esson that was | earned.

| know that they've | earned about
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transition services and what those require
for purposes of managi ng the cost of those,
managi ng the delivery and operation of those
transition services as they wll be
recei ving those services from Nati onal Gid.
They' ve al ready been receiving themfor
Sierra Nevada. So there's an awareness, a
set of | essons being | earned there.

| think the bottomline is that they've
| earned that inplenmentation of these
systens, this IT environnent, is
conplicated. It requires dedi cated people
who have experience in information
t echnol ogy, and these things take tinme and
t hey take resources. And you have to do
themright, and you have to do themwell, or
you have to do them over and over agai n.

So | think those are key | essons
| earned fromthe Cal Peco environnent. And |
think, as | nentioned, there's parallels and
di fferences about those.
Thank you. Now, in your Cctober report, you
ment i oned sonme concerns that you had

regarding Liberty's ability to effect an
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orderly and cost-efficient transition of
responsibilities for informati on-rel ated
systens and services. Have you revised your
opi ni on on that point?

(By M. Mann) We have. Qur original
position on this related nore to the fact
that we did not see the type of strong

gover nance systemin place that we would
have |iked to have had. Also, we were
concerned about the lack of definition in
the long-term pl anni ng area. Subsequent to
that, the conpani es both have nmade nmj or
commtments to strengthening both the

gover nance processes, as well as commtnents
for senior executives to nonitor or to
manage the process. And we've al so seen a
significant amount of clarity that's been
added to the planning, the |longer-term

pl anni ng requirenents, including the
testing, the user needs anal ysis, vendor
management cost programthat's been put in
pl ace to ensure the support that their
vendors are delivering products and services

that they've agreed upon. W've seen
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formalization of a data-retention agreenent
bet ween the two conpani es that ensures and

preserves long-term access to historical

data that National Gid currently naintains.

And so there have been a nunmber of
things that, fromour standpoint, are the
things that we would | ook to, to ensure a
nore orderly transition, but al so one that

is as close to what is projected in budgets

as could be conceived at this point in tine.

Thank you. Now, on Page 6 of your Apri
report, you referred to "subsequent effort
to solidify the Petitioners' commtnent to
testing the IT systens.” Could you

el aborate on that, please?

(By M. Connolly) Qur first report, our
Cctober report, found that the testing that
had been envisioned by Liberty for its Day
One environnment was structured around
financial systens and financial reporting
and the limted infrastructure, technical
infrastructure that was necessary for Day
One operations. And we asked about the

testing disciplines that were being
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enbraced. And we thought those -- we think
those i nvol ve systemtesting, integration
testing and user testing and stress testing,
and all the disciplines that go into a
conpr ehensi ve, solid, well-disciplined and
well -defined IT testing program And when
we asked about that nature of testing
commtment for the turn-up of those first
systens, we didn't get the positive

rei nforcenent that we were |ooking for. And
then we went and | ooked beyond those first
set of Day 1 systens and asked about what's
the commtnent to testing for the custoner
roll-out or the billing roll-out or the

Wor ks nmanagenent program which are coni ng
in their own environnents as progress is
made in the IT world. And again, we weren't
strongly reinforced about the | evel of
commtment to that kind of testing that we
saw as nandatory to turning up quality
applications that net user needs, that
operated consistent with the I T strategies
and so on and so forth.

Since that report was issued, and since
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we began having the technical sessions and
sone of the conferences that Staff |led, the
engagenent on testing has becone very, very
positive. And if you go through -- when you
go through Attachnents G and H, which are
the I'T plan and the mgration plan, you'll
see that Liberty has enphasi zed testing and
enphasi zed the conti nuum of testing fromthe
first part of the application being ready to
all the way to the users being satisfied
with the commtnent that they've nade, which
is on -- inthe IT plan where it says,

quote, Liberty wll ensure that its quality
assurance goal is net by having al
applications tested before they are noved
into production. W see that now. W never
saw that commtnent |evel before. So I
think this goes to Liberty's recognition and
acknow edgnent that, in order to succeed,
testing and proving that the systens work
was done, and done well, is really critica
to their success, and certainly critical to
all of the inplenentations that we know wil |

be com ng up over the next several years.
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Thank you. On Page 7 of the April report,
you note that further negotiati ons between
Staff and Liberty will be required with
respect to I T inplenentation post-cl ose.
What, in your opinion, is the scope of what
w il be required?

(By M. Mann) W believe that the Staff w |l
need to be actively engaged with the
conpani es in not just nonitoring the
schedul e that's been set forth, but ensuring
that the commtnents that are nade in that
schedul e are in fact fulfilled. Staff wll
have to closely nonitor the expenses
associated with the services that are being
provi ded under the TSA agreenents --
specifically, in our instance, the

| T-rel at ed expenses.

As was pointed out earlier this norning
by one of the panels, the capital costs
associated with the I'T project are capped.
The operating expenses associated with it
are not. Those expenses will need to be
noni tored by Staff to ensure that not only

are they being incurred on behalf of -- on
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direct behalf of inplenentation of the IT
requi rements, but also that they refl ect
expenses that are judicious and prudent
before they could be -- so that |ater on
they could be considered, if required, in a
rate case for recovery purposes.

Thank you. On a related note, on Page 10,
you rai se concerns regarding the increased
projections of Liberty's IT costs and
suggest that Staff will need to nonitor

i npl ementation. Could you explain what you

mean when you suggest that "Staff should
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ensure that all expenditures neet recognized

prudence tests"?

CVBR. HARRI NGTON: Excuse ne.

Wien you say "Page 10," is that -- there's two

nunbers on the page. Wich one are you --
it in Attachnment G3-17?

M5. FABRIZIO |I'm | ooking at
t he nunber in the center.

CVMSR. HARRI NGTON:  This is
Attachnment G3-17?

M5. FABRI ZI O  Yes.

CVBR. HARRI NGTON: The page

S
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nunber in the center. kay.
(By M. NMann) Essentially what we're saying
here is that expenses may in fact be
i ncurred.

MR. MANN: | think,
Conmmi ssi oner, you pointed out this norning
that not every inplenentati on goes exactly the
way it's envisioned. And we expect that to be
t he case here. That's why we requested that
t here be a change- managenent process put in
place with the inplenentation so that Staff
could nonitor the changes and assess what, if
any, financial inpact those changes m ght
have, as well as schedul e changes.
(By M. Mann) Now, expenses that are incurred
need to be justified, even as they go al ong,
so that Staff can better understand what the
nature of the change is, why it's required,
what its inmpact is, and whether or not it
refl ects poor decision-naking that m ght
have been made previously, or if it's a
result of exogenous factors that were
unf oreseen events that were not considered

bef or e.
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And so the prudence test is essentially
a derivative of a set of tests that were
establ i shed for nucl ear power plant
construction, which |I'm sure you're probably
famliar with. And they basically deal with
t he "Reasonabl e Man Theory" of what was
known at the tine those decisions were nade;
what options were avail able and were
consi dered; why were the options that were
sel ected chosen, and were those in fact
good; and if so, the expense is prudent; if
not, then it's not prudent.
Thank you. On Page 11, also of the Apri
report, you note that Liberty has made
mat eri al i nprovenents in program governance
wth respect to I T planning. Could
you explain that further?
(By M. Connolly) Well, | think that the
first panel this norning wwth M. Pasieka
and M. Horan described the
transi ti on- ranagenent approach that the
conpani es have now put in place, which was
not in place as we did our exam nation of

t he conpani es' preparedness. So we see a
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hei ght ened awareness. W see a structure
that's been put in place for transition
managenent, for program nanagenment. And
certainly, nost inportantly, in order to
make the IT world work is the IT Steering
Commttee and its role as its explained in
t he pl anni ng docunents and as the
conpanies -- as the settl enment agreenent
pr ovi des.

There's communi cati on protocol s that
are established, frequency of reporting and
meetings to nmake sure that things are
understood and that action plans are built
and renedi es are put in place before they
conme out of control. The change- mranagenent
program as Dr. Mann nentioned, is another
el ement of the governance process being the
subject of a lot of attention and nuch in
the way of resolution that's been brought
about in the interveni ng nont hs.

Thank you. On Page 12, you refer to a
dat a-retenti on agreenent reached between
Li berty and National Gid. Can you explain

the significance of that agreenment?
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(By M. Mann) The data-retention agreenent
formali zes an under standi ng that was reached
between the parties, before we were actually
engaged, that was going to provide the
Conpany with information -- historica
informati on that was not going to be
converted or transferred over to Liberty at
the tinme of the conversion. This related to
custoner data, operational data, other
information that was thought to possibly be
useful but didn't warrant noving it across
or trying to convert it at this point in
tinme.

The concern that we had was that we
wanted to see that relationship formalized
in a contract that set forth the rights that
each of the two parties had to that
information, to the use of it I n subsequent
years, trying to make sure that in fact
Li berty Energy did not find itself
di sadvant aged at sone point in the future by
not having access to that historical data.
More inportantly was that, by maki ng that

agreenent -- putting that agreenent in place
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and ensuring that that infornmation is
retained, it gives to the Staff the ability
to ensure that all the existing reports that
have been provided by National Gid, that
there's sufficient data available, that in
the future, as Staff requires information
and wants to | ook back before the
transaction, it has the ability to do so.

So we've preserved that capability on
Staff's part.

Thank you. Now, who, to your know edge, is
paying for the I'T conversion cost of this
transaction? |Is that Liberty, Gid, or both
conpani es?

(By M. Connolly) Sorry?

Who is, to your know edge, paying for the IT
conversion costs for this transaction?

Li berty, National Gid, or both?

(By M. Connolly) There are seven or eight,
subj ect to check, IT services in the
Transition Services Agreenent for -- seven
or eight for Ganite State and simlar or
same seven or eight for EnergyNorth. The

services that are provi ded under there are
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described in the TSA in Attachnment A Those
costs are borne by Gid to generate the
service and are paid for by Liberty upon --
along with all the other transition services
that are acquired during the period from
Day 1 to ultimate Day N

The I T i nvest nent expenses, which are
the start-up costs for |licenses, for
systens, hardware, infrastructure and
configuration, expenses that Liberty pays
for to the vendors who do that work for the
people in Liberty, who do that work as
enpl oyees of Liberty, those expenses are in
the $8.1 million cap I T i nvestnent pool that
is Liberty's to pay for.
Thank you. And you nentioned earlier that
in New Hanpshire, utilities data is
co-mngled with that of other utilities
owned by National Gid. Are there Nationa
Gid-related IT conversion costs that w |
actually be borne by Gid as a result?
(By M. Connolly) In order to -- yes, there
are. Sone of those costs would be for the

staff that is assenbl ed under Madel ei ne
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Hanl ey, who's the head of the IT Steering
Commttee. Those Gid enployees help to
expl ain the structure, content and
arrangenent of the data within the National
Gid |l egacy systens. That data needs to be
extracted fromthe Liberty systens and put
into a transfer nedium and given to Liberty,
accordi ng to schedul es, protocols,
conversion tests, and all the assurances
that go along with naking sure that the data
is conplete, that it's tinely and it's
accurate. Those costs, to ny understandi ng,
are being incurred by National Gid and are
not being passed to Liberty.

Thank you. In your Cctober testinony and
report, you express some reservations that
you had with respect to Liberty's IT
efforts. Could you explain those
reservations?

(By M. Connolly) Yes. Actually when you
get all down to it, it's a very long list.
But it's a very inportant list of things.
For exanple: W saw Liberty's progress

towards the system and Wrks operations was
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not very well advanced, and if imgined to
its fruition, the tine franes all owed for
that were terribly conpressed and way too
aggressive. W saw that Liberty was relying
very heavily on third-party vendors to
achieve the |IT objectives. As M. Pasieka
referred to, the SADDIS, S-A-D-D-1-S, data
center is where its applications are stored
and all of the vendors that contribute to
the informati on technology platform W
didn't see any denonstrated vendor
managenent skill sets that are very
necessary for that environnent.

As | nentioned earlier, we didn't see
its ability or its commtnent to plan and
t horoughly test its IT systens before
i npl ementation. W didn't see that there
was a clear vision -- there was a cl ear
vision for |IT Day 1, but very little beyond
Day 1 and for the other parts of the
applications that cane up and that woul d be
com ng up shortly after Day 1. W didn't
see nuch had been conceived in solid

pl anni ng for those.
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W saw the transition services as a
huge risk in this area, because it's a $20
mllion expense for the two conpanies. And
those were lifeline services absolutely
required to take everything fromthe
beginning of Day 1 until Day N But we
didn't see a service nmanagenent plan. W
didn't see a way for themto effectively
deal with a $20 nmillion obligation.

And when we net with the Liberty people
and we net with the National Gid people and
we talked with sone of the vendors invol ved,
one of the things that we saw was t hat
Li berty had an understandi ng that Nati onal
Gid was going to be there all the way
t hrough, and what we found in our analysis
was that Gid was involved but not
commtted. And as we've tal ked through
t hese things, there's been a marvel ous
transformation. There's been trenendous
progress made fromthe tine that we made our
first observations in our report in Cctober;
so now what we see is a fairly changed set

of circunstances. So |l think that's where
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we cane from and. .

So, do the terns of the settl enent agreenent
t hat has been filed with the Conm ssion
address the concerns that you have raised?
(By M. Mann) Yes, they do.

And do you have any further coments you'd
i ke to share with the Conm ssioners with
respect to this proposed transacti on?

(By M. Mann) We'd just |like to put things
in perspective, if we mght.

The chal l enge that's facing Liberty
Energy and National Gid has been to not
only effect an orderly transfer from one
conpany to another, but to create a safe,
scal abl e, sustai nabl e operati ng franmework
for those two conpanies. And we've
concl uded that effort remains a work in
progress, an ongoing effort to jointly
achi eve a desired outcone, a conmtnent to
doing so by both parties that nerits
endorsenent. The level of effort and the
scope of change that's necessitated to
achi eve Liberty Energy's vision is

significant, and it requires the concerted
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attention of Liberty, National Gid, its
consultants, its vendors and its providers.
Li berty's I T vision enbodies a | ot of noving
pi eces: A nunber of partners, an array of
speci ali zed software applications, a
coordinated transition process, and pieces
that warrant caution and commtnent to
ensure the outcone is realized.

After our efforts and di scussi ons and
negoti ati ons, we reached a set of conditions
that we believe will substantially inprove
the |ikelihood of their success and are
consistent wwth the commtnents that have
been shown to this by both conpanies. It's
our opinion that, with agreenent to those
condi tions, but with active, regulatory
nmoni toring during the transition period,
that the Petitioners can realize an orderly
transition of responsibilities and a
cost-effective solution to the IT needs of
bot h conpani es.

Thank you bot h.

64

M5. FABRI ZI O | have no further

questi ons.
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CHAI RMAN | GNATI US: Thank you.

| think in order of cross, we'll keep going

the way we've been goi ng.

Peti ti oners.

questi ons.

Sul |'i van.

Thank you.

Hol | enber g.

Thank you.

Har r i ngt on,

coupl e.

M. Canerino, for the Joint

MR, CAMERI NGO W have no

CHAl RMAN | GNATI US: M. Linder.

MR. LINDER. No questions.

CHAI RVAN | GNATI US: M.

MR. SULLI VAN: No questi ons.

CHAI RVAN | GNATI US:  Ms.

MS. HOLLENBERG  No questi ons.

CHAI RVAN | GNATI US: Commi ssi oner

questions?

CVBR. HARRI NGTON:  Yeah, just a

| NTERROGATORI ES BY CMSR. HARRI NGTON:

Q Let ne get this right. 1In Exhibit 12, the

April 10th testinony, on Page 8, these
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questions were asked. "Have you drawn a
general conclusion fromyour investigation?"
It says, "Yes, despite the initial

reservations expressed in our earlier

testi nony, we conclude that Liberty Energy,
gi ven appropriate support fromits

partners” -- who are you referring to
specifically there?

(By M. Mann) That's a termthat we've used
since the outset of this. The way in which
Li berty is approaching providing its IT
services has defined fairly large roles for
vendors and consultants. At the very

begi nning, it was our view that those
vendors and consultants were bei ng vi ewed
nore as partners than providers; and as
partners, they assume a nmuch greater
responsibility. |In our view, the term
there, when we tal k about "partners,” we're
referring to those vendors, those suppliers,
t hose consultants, and also National Gid,
as well as just the Liberty Uilities famly
of enpl oyees.

And you say that they were originally kind
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of | ooked at as nore vendors and
consultants, and now they're vi ewed as
partners. Are there adequate agreenents in
pl ace to guarantee perfornmance as a partner
as conpared to a vendor or consultant?

(By M. Mann) The "partnership" perspective
was our characterization, not theirs. They
saw t hem as vendors and suppliers, but we
saw the rel ati onshi ps that they had

devel oped with them and the dependence they
had upon them we characterized it nore as
"partners” than they did.

Subsequent to that, you know, they've
done an extensive amount of work in putting
t oget her a vendor nmanagenent program t hat
ensures that they have control over them
They' ve al so agreed to incorporate into new
contracts a performance-rel ated agreenent,
portions of their provisions in their
agreenents. They're strengthening their
oversi ght of those vendors to make sure that
they do deliver on tine and on budget. So,
yes, we're confortable with what's been

done.
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And just two comments. Further down on that
page, under the -- near Lines 18 through 20,
it says, "W further express our opihnion
that the Comm ssion nmust maintain an
oversight role for an extended period of
time after granting any approval to ensure
the public's interest is served by the
transfer.”

And on Page 10, starting at Line 19, it
says, "We continue to hold the opinion that
ensuring that an efficient and
cost-effective transfer is achi eved requires

active nonitoring by NHPUC Staff during the

transition and i nplenentation period."” So,
those two statenents, | have a couple
questi ons.

First, you nentioned an extended period
of time after granting approval, any
approval, and during transition and
i mpl enentation periods. Can you be nore
specific as to what anount of time that
i nvol ves?

(By M. Mann) It's our opinion that the

comm tnments that have been made by the two
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parties, Staff has a responsibility to
ensure that those commtnents are adhered to
and honored. Those conmm tnents, from our
standpoint, go through till Day N, at such
point in tinme as there is a readi ness shown
or denonstrated by Liberty to assune
responsibility for all of its IT functions
and capabilities. Staff needs to be

conti nuously involved in that, in nonitoring
t hose devel opnents. Currently, that's

envi sioned to be Novenber -- the end of
Novenber, or the end of the -- sonewhere in
the fourth quarter of 2013. But very
reasonably, it could extend beyond that.
That's why we have basically viewed Day N as
the trigger point.

Ckay. So, tentatively, that was, again,
Novenber ?

(By M. Mann) The current schedule is --
that's been put forth by the Conmpany is
conpletion of the transition in Novenber of
2013. That's today.

And is this sonething that is going to be

easily recogni zable? | nean, is there a

69

{DG 11- 040} [ 04- 16- 2012/ AFTERNCON SESSI ON ONLY]




© o0 ~N oo o b~ w N

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

[WITNESS PANEL: MANN|CONNOLLY]

70

particul ar yardstick that can be neasured
where one can declare that they now have
full responsibility, or is it just a matter
of them sayi ng we now have ful
responsibility for all IT functions?

(By M. Mann) No. They have sone fairly
defi ned processes set in place and sone
agreenents with Staff about how t hose
various events will take place and at what
poi nt each of these services will be turned
over, what triggers they have to neet to do
that. So it's a fairly fornul a-bbased

pr ocess.

And again, you do nention "active nonitoring

by Staff" in a couple places. |Is this nore
of a-- 1 don't want to put this in a
derogatory term-- is this nore of a

checklist type-function, where Staff would
say, Ckay, you need to submt sonething by
this date that's signed by so-and-so sayi ng
you did sonething? O is this nore of an
anal ysi s-type thing, where the Staff would
be responsible for | ooking at a situation,

anal yzing it and nmaking a determ nati on as
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to whether it net the requirenments?

(By M. Mann) | woul d have to characterize
it as sonething of both. Mich of the
noni t ori ng process invol ves periodic
reporting, face-to-face reporting on a
regul ar basis between the conpani es and,
again, Staff. They have certain subm ssion
requi rements that have to be nade at each of
t hose m |l estones, which Staff will, in turn,
have to review and anal yze and then di scuss
wth the Conpany to determ ne whet her or not
they're in agreenent on what's been done and
what hasn't been done. Simlarly, part of
that reporting process involves changes to
schedul e, changes in cost, that in each case
Staff will want to exam ne carefully to
better understand what it is that's
precipitating those changes. And so it's
not sinply a checklist. There are
checklists associated wwth it, but there's
al so sone analysis that has to take place as
wel | .

Do you think that the Staff has the

techni cal expertise to do that type of
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anal ysi s?

A (By M. Mann) Staff can wal k on water.

Q That's not the answer | was | ooking for. |

was | ooking for the truth.
(Coll ective "Qoh.")

Q "Cause | nean this is sonething that we
don't delve into on a regular basis, |ooking
at the conplicated transfer of, you know,
software systens. | don't think we have any
software professionals on Staff, for
exanpl e, who have been invol ved, you know,

actually performng this type of a transfer.

A (By M. NMann) There woul d probably be

requi rements for supplenenting Staff wth
speci al i zed expertise, yes.
Q Ckay. Thank you.
CVSR. HARRI NGTON:  That's all |
have.
CHAI RVAN | GNATI US:  Conmi ssi oner
Scott.
| NTERROGATCORI ES BY CVSR. SCOIT:
Q Good afternoon. You nentioned earlier in
your introductions that, as we know, there's

a cap on the capital costs for the IT
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infrastructure plans, but not on the
operational noving ahead. (QObviously, this
transition is very inportant. But |I'm also
alittle bit concerned that the upkeep and
mai nt enance of whatever cones of this is
reasonable also. Can you talk to that a
little bit?

(By M. NMann) What we're really tal king
about here is the sustainability --

Yes.

(By M. Mann) -- of the solution. One thing
that you have to understand is that, you
know, IT has a very short life cycle. |If
you bought a PC two years ago, it's obsolete
now. | think it's very difficult to

det erm ne whether or not -- |ong term what

t hose operating costs are going to be. But
| would suggest to you that the approach
that the Conpany is using is designed to not
only provide itself the flexibility that it
needs to be able to address changes in

t echnol ogy over tine, but also to provide
for itself the technology that it needs at

the tine that it needs it, so that it's not
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investing in sonething that it nmay not need
for three to five years. |Its approach is
basically to acquire the technol ogy that it
needs now, with the assurance that the
people that are providing it to them have
the capability to ranp up or scale up as
they need it.

So there's sonme cost optimzation that
cones as a result of that. The costs
t hensel ves, the operating costs, very
difficult to judge until you' re actually
there. And that was one of the reasons why
we put in here that it becones i ncunbent
upon Staff during the inplenentation period
to closely nonitor those decisions and to
under stand what the cost inplications are of
them so that later on they can nake a
determ nati on of whether or not they were
reasonabl e and just expenditures. But to
say long termwhat the costs were going to
be associated with it, it would be anybody's
guess.
That's fair. Al ong that sane |line, you

menti oned the devel opnment that the Conpany
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doing is "Geenfield." |Is that potentially
an advantage, taking a "G eenfield"
approach, rather than taking the | egacy
systemin?
(By M. Connolly) Liberty didn't really have
a lot of choices. It couldn't reasonably,
couldn't easily and couldn't efficiently
make a copy of the National Gid systens and
shrink it down to New Hanpshire and say |I'm
going to run this way. It just doesn't work
that way. That was not going to be a
possi bl e avenue. It could have deci ded
that, for the period between Day 1 and its
sel f-sustai ni ng operati ons, to devel op al
of its own new systens. That's been tried
bef ore and done before. Liberty | ooked at
that and said that's informati on systens,
progranmmers and designers and so forth.
That's not a core conpetency of ours, so
take that one off the table.

Third choi ce woul d have been go find a
vendor that can build all these systens
custom for you and have that vendor assune

the liability and responsibility for it.
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That's been tried before, and that's got --
that works. There's a lot of risk
associated with it.

Fourth choice is go and find vendors
who have application packages "off the
shel f" or "in the box," where packages have
proven to work and can be integrated so that
t hey work together, and use that technol ogy
going forward. That fourth one is
essentially what Liberty has chosen to do.
They went through and checked off the first
three and recogni zed that risk, not our
skill set and i npossible to do, weren't going
to be ways to go about this business. So
t he choi ce they made was proven vendors,
applications that can be integrated in the
M crosoft Great Plains environnent. And a
di versification of vendors hel ps to spread
the risk, so that while one's working on the
Wor ks nmanagenent program one can be wor ki ng
on billing, another one can be working on
| abor schedul i ng and program managenent .

So, diversification goes to m nimum - -

taki ng sone of the risk out of the equation,
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because you' ve got concurrent devel opnent
goi ng on and you've got -- you don't have
all your eggs in one basket.
That's hel pful. Thank you.

And | guess ny last question is, the
pl ans that are in the proposed settl enent
agreenent -- and again, either one of you
can answer -- how does that conpare -- or
how do these conpare to what you've seen in
ot her deal i ngs you' ve had w th other
conpani es?
(By M. Mann) | would say that they're
conparable to what we've seen el sewhere. In
this particular instance, given the nature
of the transaction, it entails a |ot of
conpl exity changi ng that you don't normally
see in other nmergers or acquisitions that
take place. And so from our standpoint, the
planning is sufficient to what's required to
provide the framework that's necessary to
start with, gives us all the tools we need
to nonitor it. And | would have to say
we're confortable with what we' ve seen so

far and expect to see inprovenents in the
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m gration plan as well.
MR. SCOIT: Thank you. That's
all | have.
CHAI RVAN | GNATI US: | have a few
ot her questions, and I'lIl let you pick and

choose who's best to respond.

| NTERROGATORI ES BY CHAI RVAN | GNATI US:

Q

One of the things that we've seen that's
been an issue in other nergers is situations
where you have nultiple systens that have to
knit together, and they end up not talking
to each other as well as was hoped. Are
there ways in which that's going to be
required for this transaction?

(By M. Connolly) There are certain parts of
information -- there are infornmation streans
that need to be replicated in one famly of
systens to another famly of systens to

anot her. An exanpl e woul d be accounts

recei vable, the systemthat tracks the
current charges for a custoner, renders a
bill and creates an account receivable
record. That record needs to be put into

the systemthat the collections people would
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use, so that anmount of nobney can be | ooked
at fromtine to tine to determ ne whet her
it's the right day to call and say where's
my noney. That accounts receivable
information al so needs to go into the
general | edger system because it's an
accounting entry that you use for that
purpose. So that stream of information
needs to mgrate itself through various

systens. And there are many nore exanpl es

of that. One of the things that this common

framework for the systens that Liberty has
chosen to use, one of the benefits of that

is that you can progranmatically work this

integration of the information streans. You

can rely on an account receivable in the

billing systemthat you're going to get from

Cogsdal e to be a record that is usable in

t he general | edger systemthat they use for
WennSoft. That account receivable has a
common | anguage to them to both those
vendors, and that goes to sol ve that
particular problemin that case. But each

of the other applications, where they need

79

{DG 11- 040} [ 04- 16- 2012/ AFTERNCON SESSI ON ONLY]




© o0 ~N oo o b~ w N

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

[WITNESS PANEL: MANN|CONNOLLY]

to find an address record -- for exanple, in
t he SCADA system -- and that address system
needs to be in the work scheduling system
because soneone's going to go to that
address, and that's also the address you're
going to use to bill the custoner. That
sane piece of informati on about that address
needs to appear in all those different
systens. Liberty's plan | ooks at
integration of that data as a key part of
their responsibility and a key piece that
needs to be managed.

And is that coordination anong the

different -- maybe it's not different
systens, but different pieces that all have
to integrate, will that be tested?

(By M. Connolly) Yes.

So they're not tested on a stand-al one
basi s, but ways in which the kinds of
exanpl es you were giving, where one change
has to show up in multiple different

| ocations to be conplete, wll be tested?
(By M. Connolly) W were tal king earlier

about the commtnent to testing. One of the
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aspects of testing that's in the Liberty
plan at this point is the integration of
systens, that when one systemis ready for
i mpl enentation, there is a test done to make
sure it fits, and all of its interfaces and
tentacles fit wthin the systens that are
al ready operating. And then there's a set
of regression tests to nake sure that it
fits as new systens cone in at a |later date.
So the commtnent to doing that testing is
in the plans and that's an integral part of
it. And the goal of the testers within the
Li berty system shared by its venders,
shared by its partners, all goes to
achi eving the kinds of testing that prove
t hat those things work.

And Conmi ssioner, if mght add, too.
We' ve concentrated pretty nuch on the
processes and procedures, but one of the
critical elenments in this fromthe very
begi nni ng, from our standpoint, was
expertise | eadership. W can put in place a
framewor k. We can establish all the

processes and procedures. But unl ess
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there's executive | eadership behind it that
can drive those processes and procedures, it
doesn't nean a lot. One of the nost
significant commtnents, | think from our

st andpoi nt, has been the dedication that
Nati onal Gid has nade to provide one of its
senior -- nost senior I T executives to this
transition. W understood fromthe very
outset that National Gid' s involvenment and
engagenent in this was absolutely critical.
Experi ence just shows that, unless the donor
is as equally commtted to the recipient, it
just doesn't work. They provided a

comm tnent of the individual who has
consi der abl e experi ence, been through a
nunber of nergers within the National Gid
hi story, knows full well the systens
integration issues and difficulties.
Additionally, Liberty Energy has brought
online a senior IT executive to head up its
side, who also has an extensive portfolio of
experience in systens integration and
transiti on managenent. Added to that,

they' ve also applied M. Wod, who w ||
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handl e the transition issues, which is to
coordinate the bringing online of the IT
systens with the transition of the Wrk
functions within the organizations to nmatch
t he systens and the users together.

So we're very confortable with the
fortification, | guess you could say, that's
been nade on that side of it, and we're
confident that with the provisions that Tim
has pointed out, commtnents to testing are
going to be sufficient to nmake sure that
when things do cone online, they do work as
expect ed.

Who are the individuals you were referring
to as "senior" people from National Gid and
from Li berty?

(By M. Mann) Madel eine Hanley is

vi ce-president with National Gid, and
she'll be dedicated to this project on their
behalf. And she's very famliar with all of
the existing systens. One of the things we
poi nted out to Staff is what she brings
that's nore inportant than anything else is

her Rol odex, because she knows who to call
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and how to get things done within the

Nati onal Grid organi zati on.

That's not exactly a high-tech solution, but

maybe it's the best --

(By M. Mann) It works. That's what counts.
David Carlton is the IT executive for

Li berty Energy that has been brought on

since we issued our October report and

provi des now the overall |eadership for the

| T pl anning and the mgration fromtheir

side. Bob Wod al so works for Liberty

Uilities, and he is going to be the project

manager and nmanage t he project nanagenent

office, the PMO And he'll be working --

and the three of themcollectively, between

their credentials and their experience, we

feel very confortable with those

I nprovement s.

Once the transition is conplete, do we see

any of those three people again?

(By M. Connolly) M. Carlton stays, for

sure, because his role is for |IT operations

and overall IT for Liberty Uilities. The

Nati onal Grid component, that evaporates
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when the | ast TSA goes away and the
necessary housekeepi ng that ensues. And the
transiti on nmanagenent function also gets

el i m nated because things have transitioned
fromGid into Liberty.

M. Carlton, as you say, would still be

i nvol ved with Liberty Energy, but doesn't
appear to be on the Liberty New Hampshire
org chart; is that right?

(By M. Mann) That would be correct. He is
a Liberty Uilities corporate enpl oyee.

I T will be under the Director of Finance; is
that right? On the org chart it appears to
be under --

(By M. Mann) | don't have the org chart in
front of ne.

That woul d be Exhibit 6.

(Ms. Fabrizio hands docunent to w tness.)
(By M. Mann) The organi zation chart that
we're | ooking at, just to nake sure we're on
the sanme, is the Liberty Utilities New
Hanpshi re.

Yes.

(By M. Mann) The individuals that are shown
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under the Director of Finance there, fourth
box down from Information Systens, those are
basi cal ly individuals within New Hanpshire
who are responsible for dealing with end
user as a liaison, between the end user

departments |i ke custoner service,

operations. And they'll be dealing with the
corporate people, who in fact wll be --
they' Il be working with in terns of nmaking

changes to the systens.

(By M. Connolly) If you were a user and you
forgot your password, you m ght call one of
these folks to get that reassigned and
re-established, technical matters of that
nature is the type of functions these

i ndi viduals do for Liberty Uilities New
Hanpshi re.

So who do you go to in the Liberty New
Hampshire structure for sone of these

sophi sticated, ongoing IT needs that aren't
the end users, but the system if things
aren't working well and the coordination
between, let's say the billing systemand --

(By M. Mann) The responsibility for
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mai nt ai ni ng those capabilities rests with
peopl e who are located in Qakville, who
report to M. Carlton at Liberty Uilities
at the parent corporate level. Now, if the
problemis manifested at the |ocal |evel in
New Hanpshire, then one of these individuals
would primarily be the responsi ble person to
convey that information on to the people in
Cakville as to what the nature of the
problemis and what needs to be done.

Resol ving issues will rest with M. Carlton
and his staff in QGakville.

I n sone nerger situations, we've had

conpl aints from custoners who say they keep

expl aining what's wong, let's say in a

billing situation, and the response
continues to be, "Well, I'"msorry. The
system just doesn't recognize that," or "W

t hought we fixed it, but it seens not to
have been fixed," as if the systemdrives
the actions and the individuals don't have
much ability to affect it. |s there reason
to be concerned that that can be happeni ng

in this transacti on?
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(By M. Mann) | don't think there's any nore
reason to be concerned about it than what we
woul d see in any transaction. There are
al ways expectations fromthe user's
st andpoi nt of what things should do.
Personally, | hate dealing wth, you know,
voi ce-activated response systens. Not a | ot
| can do about it. | can conpl ain about
them but it doesn't seemto nmake mnuch
di fference.

| think one of the points that the
Conpany has made is that they are attenpting
to be nore responsive in the way in which
they design their systens. They' ve
expressed to us a very strong commitnent to
what they call "custoner facing systens."”
The idea is to make those as user friendly
as possible. | cannot say with assurance
that the way in which the Conpany w ||
respond to those conplaints or concerns is
going to be any different than any ot her
conpany would respond to it. |'msure
they'Il | ook at them and make a deci si on

whet her or not they can accommobdate it or
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not .

One of the limting factors here is
that in nost instances we're dealing with
comercially avail abl e software
applications. They don't provide for a | ot
of custom zation. Consequently, it's |ike
you and | on our hone conputer if we buy
M crosoft Wird. Mcrosoft Wrd is what it
is. W don't |like sonme of the ways in which
it works, but we learn how to acconmobdat e
and work around it. And so, you know, they
are going to have sone limted options
avai lable to them But | would assune that
they are listening to your comrent right now
and will take that to heart.

Well, I'll throw in another one then. In
simlar situations, you find that the
custonmer data that the new conpany is trying
to absorb and respond to is out of date.

And for whatever reason, things have changed
in the custoner rolls and addresses have
changed, accounts have shifted, and w t hout
fairly up-to-date records, things can get

bungl ed up pretty quickly. Has anyone
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| ooked at that possibility or insured that
when a cutover occurs, it wll be working
wth the nost current custoner information
there is?

(By M. Connolly) There was -- there was,

t here has been and there continues to be
exercises that are going on between Gid and
Li berty in the analysis of data that is
resident in the National Gid data bases and
the data that's needed in the Liberty plan
data bases. The technical term for those
are "function nmappi ng" and "data mappi ng"
and "information mappi ng" exerci ses, where
Nati onal Grid says, Here's what | have on ny
side and here's what you need on this side;
how do we get it fromhere to there so that
it's timely represented, it's accurate and
it's conplete? Part of the work that the IT
Steering Commttee addresses, and is the
National Gid IT commtnent, is to nake

t hose things clear and under standabl e by the
Li berty people and the vendors for Liberty's
application systens, so that those types of

probl ens that you' ve described ultimtely,
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nost desired, would not happen, but
practically would get m nimzed, because
there's been focus on what is the data that
| have, what is the data that | need, and
how do | get it this.

And when | said earlier today that it seened
li ke there were parallel systens running so
that you really were testing the new system
bef ore maki ng a change, is that correct?
l'msure |I've grossly over-sinplified it,
but --

(By M. Mann) It's a phase process. The
applications are going to be phased in, in
batches. Once there's adequate testing
done, and they've been able to determ ne
that they operate at the adequate |evel that
they' re expecting themto operate, there
cones a point at which old systens are
unhooked or reduced as new systens cone
online. And so fromour viewpoint, it is a
mgration. It is not a "flash cut” on this.
And it will only be -- each piece will only
be turned over and decl ared operati onal when

there's sufficient denonstration that it's
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stable and that it's operating in the manner
that it was expected to operate in. That's
why, from our standpoint, people that are
directly responsi ble for managi ng this have
been t hrough these kinds of things before.
They understand there's no goi ng back. Once
you put sonmething in and turn it up, you
don't have the recovery. So they are very
aware of what the requirenents are here, and
we feel confortable that they'Il fulfil
those. But that's part of the nonitoring
process, is to ensure that those things do
in fact happen.

Thank you. | think Conmm ssioner Harrington

has anot her questi on.

| NTERROGATORI ES BY CMSR. HARRI NGTON:

Q

A

You just pronpted ne with your | ast
statenent there. Wo actually has the final
authority of the transfer of the systenf

Who accepts the new systenf? Is that -- [|'ve
seen that Fair -- wong conpany. There's
sonebody at Liberty, and who is it? Do you
know who it is?

(By M. Connolly) The transition governance
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process provides a nechanismfor a sign-off
at commensurate | evels of responsibilities
as it gets to the top, and that's when the
AX i s given.
So it is addressed in the agreenent then.
(By M. Connolly) It's in the IT plans and
the m gration pl ans.
And |'massunmng that until that's done,
then National Gidis commtted to providing
support until such time as Liberty signs
t hat accept ance.
(By M. Connolly) The transition services
continue until that cutoff is made. And as
Dr. Mann said, the process of cutting off is
not a razor cut through. It's a matter of a
processes through --
Ri ght, right. Steps.
(By M. Mann) It's not unilateral, either.
They both have to be in agreenent that they
t hey' ve reached a particular point that's
acceptable to each of them
Ckay. Thank you.

CHAI RVAN | GNATI US: Thank you.

| think that concludes questions fromthe
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Bench.
Ms. Fabrizio, any redirect?
M5. FABRI ZIO  Yes, if you could
gi ve us just couple mnutes?
CHAI RVAN | GNATI US:  That's fi ne.
REDI RECT EXAM NATI ON
BY M5. FABRI ZI O
Q I'mgoing to try to take a stab at relating
this question to you, Geg and Tim
Coul d you di scuss basically the
simultaneity or parallel processes that are
going on as Gid is actually sendi ng out
bills to custoners and Liberty is testing at
the sane tine, the billing process kind of

shadow ng the Gid process?

A (By M. Connolly) The process by which

neters are read and paynents are processed
and so forth and bills go out, that doesn't
change comng fromthe Gid systemuntil the
Li berty systemis capable of doing all of
t hose functi ons.

Q And will the testing be occurring while Gid

is continuing to performthis function?

A (By M. Connolly) Yes. Yes, the testing
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nmechani snms wll be sorted out. But what it
will entail is essentially back-office
paral |l el processing. Custoner's bills are
not going to be nmailed out fromLiberty in
test node to nmake sure that the post office
delivers them properly. But there wll be
tests done with the transactions and tests
done with the bill production nechanisns to
make sure that a bill representing the sane
sorts of charges fromneters read over this
peri od and serviced by these dates woul d be
t he sane anmounts of noney going to the sane
cust oners.

Q And this will help to ensure a seani ess
transition as that particul ar service

function transfers to Liberty?

A (By M. Connolly) Yes.

Q Ckay. Geat. Thank you.
CHAI RVAN | GNATI US: Thank you.
Gent | emren, you're excused. Thank you very
much.
It's 3:15. Wiy don't we go
off the record.

(Wher eupon a brief recess was taken at
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3:16 p.m and resuned at 3:37 p.m)

CHAI RVAN | GNATI US: Wl cone
back, everyone. 1Is it tine for the panel on
the settl enent?

MS. FABRI ZI O Yes, Chairman
I gnatius, it iIs.

CHAI RVAN | GNATI US: Thank you.
Pl ease proceed, unless we have anything el se
to attend to beforehand.

MR. CAMERI NO. And actually,
because this a joint panel of Staff and
W tnesses fromthe two conpanies, we've agreed
to proceed that I'"'mgoing to begin with M.
Eichler and M. Burlingane. W're just going
to get their background and credentials on the
record. They don't have any direct beyond
that. Then, Ms. Fabrizio is going to do the
sane with the Staff w tnesses, but they do
have some direct. And when that's conpl ete,
they'l|l be avail able for questioning. For
exanpl e: The conpani es do have a few
questions for M. Frink, | believe, and other
parti es obviously may have ot her questions.

So if that's okay with the Bench, that's our
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pl an.

CHAl RMAN | GNATI US:  That's fi ne.

MR CAMERINO So if we could
get the w tnesses sworn.
(VWHEREUPON, PETER ElI CHLER, RI CHARD
BURLI NGAME, JR., STEPHEN P. FRI NK AND
STEVEN E. MULLEN were duly sworn and
cauti oned by the Court Reporter.)
PETER ElI CHLER, SWORN
Rl CHARD BURLI NGAMVE, JR., SWORN
STEPHEN FRI NK, SWORN
STEVEN MULLEN, SWORN
DI RECT EXAM NATI ON

BY MR CAMERI NO

Q

M. Eichler, let ne begin with you. Wuld
you state your nanme and busi ness address for
the record, please.

(By M. Eichler) Sure. |It's Peter Eichler.
That's E-1-CGHL-E-R M busi ness address
is 2865 Bristol Circle in Gakville, Ontari o.
And by whom are you enpl oyed and i n what
capacity?

(By M. Eichler) I'menployed by Liberty

Uilities Canada Corp. as a director of
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regul atory strategy.

And what are your responsibilities in that

regard?

(By

M. Eichler) My responsibilities in that

regard are to oversee the regul atory

strategy of our utility holdings, to ensure

conpl i ance across the board and consi stency

on the processes froma regul atory

per specti ve.

And

there was prefiled testinony submtted

in this case, dated March 4, 2011, that's

part of Exhibit No. 1 for identification,

whi ch bears your nane. And was that

testi nony prepared by you or under your

di recti on?

( By
And

M. Eichler) Yes, it was.

do you have any changes or corrections

ot her than updates as a matter of the

passage of tine?

( By
And
t he
(By
And

M. Eichler) No, | do not.

so is that testinony true and correct to
best of your know edge and belief?

M. Eichler) Yes, it is.

you're also famliar with the settl enent
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agreenent filed in this case as Exhibit 27
(By M. Eichler) That's correct.
And coul d you just describe very briefly
your role with regard to that settl enent,
your famliarity with it.
(By M. Eichler) Sure. As one of ny
responsibilities, | oversaw t he managenent
of this docket froma regul atory
per spective, but also coordinated the
t houghts of ny coll eagues and our managenent
team here in New Hanpshire, and hel ped
coordi nate and nanage a | ot of the aspects
of the settlenment agreenent. So | have a
significant level of famliarity wth nost
of the ternms and conditi ons.
Thank you.

|"mgoing to turn to you, M.
Burlingame. Thank you for grabbing that mc
and taking it closer. | know that the two
of you are sharing one.

Wul d you state your name and busi ness
addr ess, pl ease.
(By M. Burlingane) It's Richard Burlingane,
Jr., 40 Sylvan Road, Waltham Massachusetts.
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Q By whom are you enpl oyed and i n what
capacity?

A (By M. Burlingane) | amdirector of U S.
Mergers and Acquisitions for National Gid
USA Servi ce Conpany.

Q And did you have any prefiled testinony in
t hi s proceedi ng?

A (By M. Burlingane) | did not.

Q And what were your responsibilities with
regard to the settl enent agreenent, and are
you famliar with it?

A (By M. Burlingane) | amfamliar with it.
| was involved in the negotiation of the
settl enent agreenent on behalf of Nati onal
Gid.

Q Thank you very nuch.

CHAI RVAN | GNATI US: Ms. Fabri zi o.
MS. FABRI ZI O  Thank you.
DI RECT EXAM NATI ON

BY M5. FABRI ZI O

Q M. Frink, could you pl ease state your nane
and busi ness address for the record.

A (By M. Frink) My nane is Stephen Frink, and
nmy address is 21 South Fruit Street,
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Concord, New Hanpshire.
And by whom are you enpl oyed and i n what
capacity?
(By M. Frink) I am enpl oyed by the New
Hanmpshire Public Uilities Comm ssion and am
the Assistant Director of the Gas & Water
D vi si on.
And what has been your involvenment in this
pr oceedi ng?
(By M. Frink) I have filed testinony and
|'ve been involved in the settl enent
di scussi ons and di scovery process.
Now, you filed testinony on Cctober 7, 2011;
is that correct?
(By M. Frink) That's correct.
Was that testinony prepared by you and under
you direction?
(By M. Frink) Yes, it was.

MS. FABRI ZI O  Chai r man
Ignatius, | would like to request that the
Cctober 7, 2011 direct testinony of Steven P.
Frink be filed -- marked for Exhibit 13.

CHAI RVAN | GNATI US: So nar ked

for identification.
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(Exhibit 13 marked for identification.)
M. Frink, do you have any corrections or
changes you would like to nake to your
testi nony?
(By M. Frink) I do not.
I s your testinony true and accurate, to the
best of your know edge?
(By M. Frink) Yes, it is.
Thank you.

Now, in your Cctober prefiled
testi nony, you expressed concern regardi ng
the cost to New Hanpshire ratepayers of the
proposed transaction. Could you outline
t hose concerns for the benefit of the
Conmmi ssi oner s?
(By M. Frink) I was concerned with the | ack
of experience and the expense of new systens
and the inpact that m ght have on rates, the
operating costs, the transition costs.
There were -- the acquisition prem um
There were a | ot of things that | ooked as
t hough they coul d have a negative inpact on
rates. So, froma ratepayer's perspective,

that was a -- that was our nmmjor concern.
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And does the settlenent agreenent reached in
this proceedi ng address t hose concerns?
(By M. Frink) Yes, it does.
What commi tnents and conditions in
parti cul ar address the concerns that you
have rai sed?
(By M. Frink) Well, in addition to the
terms of the settlenent agreenent, the
Conpany is nmuch farther along in their
hiring of people. They' ve hired experienced
enpl oyees with utility and New Hanpshire
regul atory experience. And we've al so had
the benefit of G3's evaluation of the IT
systens, updated costs, updated |IT plans and
I T mtigation plans. So, to that extent,
those are all positives. And then, on top
of that, there are conditions in the
settlenent, of which there are quite a
nunber, and I'll go through the highlights
of those.

No. 1, there's no recovery of the
acqui sition premum any transaction costs,
any transition costs by limting the

recovery -- by elimnating recovery
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transition costs, that elim nates ngjor
expenses to ratepayers. |If those costs
shoul d escal ate, then, as we heard, the
Conpany -- the Liberty witnesses state that
wi ||l be a sharehol der expense that won't

I npact r at epayers.

And there's a limt on the IT
capitalization costs, and the OCA w tness
stated that it was raised a little above
their expected IT capital expenses of 6.3
mllion. The settlenent calls for a cap of
8.1. And | would just |like to point out
that it was conceded as well that as part of
the settlenment, there's a stay-out provision

for EnergyNorth ratepayers. And so that

8.1 mllion, when there is a rate case
foll owi ng that stay-out, will be sonething
less. That 8.1 mllion cap is -- that 8.1
mllion gets recorded when those capital

i nvestnents are nade, and dependi ng on how
long it is before they cone in for a rate
case, then they'|ll be depreciated
accordingly. So at the tinme of the rate

heari ng, you woul d expect sonething | ess
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than 8.1. So the analysis that shows a
conpari son of the costs at 8.1 or 6.3,
probably 6.3 is a reasonabl e conpari son.

In addition, while | nentioned there's
a stay-out provision for EnergyNorth
custoners, there's an escrow nechani smt hat
is designed to keep National Gid commtted
and i nvol ved t hroughout the transition
process. There's a rate case expense limt,
which the -- by way of conparison in the
| ast National Gid rate case --
EnergyNorth's rate case, National Gid fil ed
for recovery of 1.5 mllion in rate case
expenses; ultimately, 1.1 mllion was
approved for recovery.

The rate case expense cap in the first
rate case has a limt of 600,000. So that's
a fairly substantial savings for ratepayers.
Agai n, when you're conparing rates, that
isn't necessarily reflected in the rates,
but that is a consideration as to why, under
this settlenent, with the conditions
i nposed, it's ny belief that the custoners

wll not be harned financially as a result
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of this transaction.

And | have nentioned a couple of tines
that a conparison of rate case expenses --
of rates under Liberty, conpared to what
t hey woul d be under National Gid -- and as
part of the discovery process, we were
provi ded a handout by Liberty. This was a
handout of a Novenber 9, 2011 technical
session we had, and it incorporates a | ot of
t he data responses raised through discovery
that actually conpares rates as they would
be under National Gid versus Liberty, and
i ncorporates the rate base, operating costs
and the capital structure. And |I would Iike
to admt that as an exhibit, just as a
conpari son, because -- well, I'll wait until
it's distributed, if that's okay.

And you're referring to the docunent
entitled, "Increnental Cost of Service
Anal ysi s"?
(By M. Frink) That's correct.

M5. FABRI ZI O I'd like to mark
as Exhibit 16 the docunent so entitl ed.

CHAl RMVAN | GNATI US:  How did we
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get to 167
MS. FABRIZIO Steve Miullen's
testinmony filled up 14 and 15.
CHAI RVAN | GNATI US:  OCh, okay.
" msorry. This was prepared by M. Frink?
MR FRINK: (By M. Frink) This
was prepared by Liberty and was provided as a
handout at a technical session during the

di scovery process.

MR. EICHLER | authored the
docunent .

CHAI RVAN | GNATI US: All right.
Thank you. So we'll nmark this for

identification as Exhibit 16.

(Exhibit 16 marked for identification.)
(By M. Frink) And what this -- as |
previously stated, this is a conparison of
the National Gid revenue requirenent absent
the acquisition and then what the revenue
requi rement woul d be under Liberty Energy,
if Liberty Energy acquires the system And
as you can see, again, it incorporates rate
base, O & M and the capital structure. And

when you get down to that bottom box that
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says "Equal - Net Inpact,” you can see that
overall, under Liberty, there's a
0.1 percent increase in what the revenue
requi rement woul d be under Liberty than if
National Gid were to retain ownership. And
given these are estimated costs, they
i nclude National Gid s expected investnent
in new I T systens --

(Court Reporter interjects.)
(By M. Frink) The costs for National Gid
reflect an investnent in I T systens, an
upgrade in IT systens that they' re pl anni ng
to make. And you can see that on Line 6
they were planning to invest -- that would

be charged to National Gid and EnergyNorth

and Granite State -- a total investnent of
$10.2 million for an | T upgrade; whereas,
Li berty -- well, here it's 6.4 mllion that

they had estimated their | T expenses were
going to be. Since that time, those costs
have risen. Those estinmated costs now are
closer to 8.1 mllion, the actual cap. But
as stated earlier, with the stay-out

provision, it won't be 8. 1 at the tine they
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cone in for rates. But just as a rough
conpari son, you can see that essentially
there's no difference in the revenue

requi rement going forward under Liberty or
National Gid and -- based on estimates at
this time. And it doesn't reflect the
advant ages of a stay-out for EnergyNorth or
the cap on the rate case expenses. So, wth
t hose considerations, it's pretty nuch a
wash, one versus the other. So that is why
ny concern of financial harm has been
alleviated to a great degree by the terns of
the settl enent.

BY M5. FABRI ZI O

Q Thank you. Do you have any further comments
on the agreenent itself?

A (By M. Frink) I do not.

Q Thank you. M. Millen, could you pl ease
state your nane and busi ness address for the
record.

A (By M. Mullen) My sane is Steve E. Mill en.
l'"mat 21 South Fruit Street, Concord, New
Hanpshi re.

Q By whom are you enpl oyed and i n what
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capacity?
(By M. Miullen)l'menployed by the New
Hanpshire Public Uilities Conm ssion as the
Assistant Director of the Electrician
Di vi si on.
And what has been your involvenment in this
pr oceedi ng?
(By M. Miullen) |I've been involved in the
di scovery process throughout. | was | ooking
at the electric side of the transacti on, as
well as the financing on the transaction. |
provi ded testinony a couple of tines, and |
was i nvolved in negotiating the settl enent.
Thank you. And you filed testinony on
Cctober 7th and April 10, 2012; is that
correct -- Qctober 7, 2011 and April 10,
20127
(By M. Miullen) Yes, that's correct.
And was that testinony prepared by you or
under your direction?
(By M. Millen) Yes.
Thank you.

M5. FABRI ZI O I'd like to mark

for identification as Exhibits 14 and 15 the
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Cctober 7, 2011 direct testinony of Steven
Mul l en and the April 10 direct testinony of
Steven Mullen -- April 10, 2012.
CHAI RVAN | GNATI US: So mar ked.

(14 marked for identification.)

(15 marked for identification.)
M. Millen, in your Cctober prefiled
testi nony, you assessed various financing
aspects of the proposed transaction, as well
as operational budget inplications. Could
you outline your conclusions with respect to
the financing proposals submtted to the
Commi ssion for approval by the Conpany?
(By M. Miullen) Certainly. In ny Cctober
testinony, | | ooked not only at the proposed
plan for financing the stock transfers, but
| also | ooked at the availability of
short-term debt on an ongoing basis to
provi de for operational needs going forward.
As stated in ny Cctober testinony, in terns
of the long-termdebt financing, | found the
plan to be reasonable in structure, in terns
of providing for a 55-percent equity,

45- percent debt-to-capital structure of both
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Granite State and EnergyNorth. | also found
the proposed interest rate and naturity to
be reasonabl e, subject to finding out closer
to the closing of this what the final terns
and conditi ons woul d be.

In relation to short-termdebt, | did
have concerns in ny Cctober testinony about
the sufficiency of the debt, in terns of the
amounts that were available for Ganite
State and EnergyNorth, in |light of the fact
that Liberty has other operating affiliates
that could al so draw upon the sane proposed
facility. At the tinme of that testinony,

Li berty was planning to pursue a $60 nmillion
short-termcredit facility. Since that
time, we've received additional information,
and that was updated in my April 10th
testinony this year.

CHAI RVAN | GNATI US: Let's take a
break for a second.

(Pause i n proceedings.)

(By M. Mullen) In ny April 10th testinony,
| updated ny observations and concl usi ons

related to both the Iong-termdebt and the
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short-term debt. The |long-term debt, | was
of the sane opinion as | was in Cctober --
that is, the proposed interest rates and the
maturity and the proposed financing
structure and capital structure for Granite
State and EnergyNorth are essentially
unchanged fromthe plans that were di scussed
wth us back at the tinme of filing the

Cct ober testi nony.

In terns of short-term debt, Liberty
has entered into an $80 nmillion short-term
credit facility. That was in January of
2012. That provides -- right now, there's
$25 mllion in there. And upon the cl osing
of this transaction, an additional
$55 million would be provided. The
settl enent agreenent specifically has a
provi sion that provides certain anounts of
short-term debt that would be avail able from
that facility. That would be just for the
use of EnergyNorth and Granite State; so,
other Liberty affiliates could not draw upon
t hat noney. So that addressed ny concern

about the availability of funds in the event

{DG 11- 040} [ 04- 16- 2012/ AFTERNCON SESSI ON ONLY]




© o0 ~N oo o b~ w N

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

[WITNESS PANEL: EICHLER|BURLINGAME|FRINK|MULLEN]

114

that other Liberty affiliates were draw ng
upon the facility.

And | also noted in ny April 10th
testinony that, at the end of March there
was anot her anendnent to that short-term
facility that would i ncrease the anopunt
avai lable to a total of $100 mllion upon
the closing of an acquisition to acquire
sone of the Atnpbs gas utilities out in the
M dwest. So, again, that, if anything,
coul d have a positive effect because it
woul d all ow for nore short-termdebt to
potentially be available for the use of both
Granite State and EnergyNorth.

Thank you. Do you have any other further
financial issues that you had raised in your
earlier testinony?

(By M. Miullen) There were certain things in
my original testinony, such as cost

all ocations. One of the concerns that | had
there was that there'd be no -- Liberty did
not request any particul ar approval of its
costs allocation nethodol ogy now. And that

Is sonething that is going to be revi ewed
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prior to it filing its first rate case for
Granite State Electric. There's a provision
that they would cone in, neet with Staff and
OCA to discuss the nethodol ogy, because part
of my concern was, wth additiona
acquisitions in the pipeline, they use a
four-factor-all ocation nmethodol ogy. As the
Conpany -- as there becones nore conpani es
and the nunmber of custoners and anount of
pl ants and those sort of things change,
that's going to be a continually -- it's
going to be sonething that's going to have
to be | ooked at, because what may be true
now in terns of allocations wll probably
change in the future with the changi ng size
of the Liberty Uilities famly.

Al so, and this was discussed earlier by
M. Rubin, there's no -- there will be no
rat emaki ng i npact fromthe specific section
of 338(h)(10) election attached provi sion
related to the retirenent plans of Ganite
St at e and Ener gyNort h.
Thank you. And you al so rai sed sone

concerns in your earlier testinony regarding
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operational costs that Liberty would
undertake going forward, including the VM
and REP prograns, for exanple, and energy
efficiency and i ntegrated resource pl anning.
Wul d you care to coment on those concerns?
(By M. Miullen) Sure. In ny Cctober
testinony, | provided analysis of Ganite
State's current earnings at the tine. And
it was shown that -- and | just | ooked at a
recent one and it has not inproved --
Ganite State was earning significantly
below its authorized rate of return. And as
was di scussed earlier, there is an existing
five-year rate plan that was froman earlier
docket, and that's DG 06-107. That
five-year rate plan ends at the end of 2012.
After that tine, Ganite State is free to
cone in and request a rate increase for its
distribution rates. No matter if Nati onal
Gid or Liberty were to be the owner at that
time, based on the earnings, | fully expect
t hat we would have a rate case.

As part of that earlier settlenent, we

also inmplenented a VMP, which is a
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Veget ati on Managenent Program and an REP, a
Reliability Enhancenent Program That is,
again, a five-year programcurrently in

pl ace, and that will continue to be in place
t hrough the end of the year. The provisions
of that REP and VMP will continue to apply
to Liberty upon closing of this transaction.
In the upcom ng rate case, that wll be a
time for -- we will look at all the existing
prograns, including the REP and VMP, and see
if those need to be revised, further

eval uated, either sone prograns added to
them or prograns deleted fromthem That
Wl provide a perfect opportunity to fully
reassess them and say going forward, you
know, whether certain reliability projects
that were included in the original program
have al ready been taken care of and naybe we
shoul d revi se the program sonehow.

Anyhow, in any instance, what |I'm
saying is that, in ternms of the ongoing
operations, the upcomng rate case i s goi ng
to provide a good opportunity to fully

eval uate the entire operations.
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Are there any other concerns that you'd |ike
to nmention?
(By M. Mullen) You did nention the
ener gy-efficiency prograns, and | negl ected
that. Again, Ganite State has had a good
record of providing its prograns in a nmanner
that provides the | evel of savings that are
expected and staying within its budgets, and
we fully expect that to continue with the
conti nued National Gid involvenent -- the
prior National Gid enployees being invol ved
and providing those programnms goi ng forward.
An additional provision I'd like to
mention, and this is nore of a housekeepi ng
matter, deals with a docket that is
currently open that involves Ganite State
El ectric's Least Cost | ntegrated Resource
Pl an, which is part of DE 10-142. That
docket was opened. And while that
proceedi ng was open, this stock-transfer
transaction was filed. And considering that
that's a going-forward pl anni ng docket, it
made sense to hold off on that to see where

this docket was going to go. And as part of
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the settlenent, the parties have agreed that
upon -- if the Conm ssion were to approve
this and i ssue an order, within six nonths
of that Liberty would file its own | east
cost pl anni ng docunent, and the current
docket woul d have been cl osed upon the
Conm ssion's order.
Thank you. You've nentioned a nunber of
condi tions that have been integrated into
the settlenent agreenment filed in this
proceedi ng. Does that settlenent agreenent
all eviate the concerns that you have raised
in your testinony?
(By M. Mullen) Yes. And | put in ny
April 10th testinony a bulleted list of the
vari ous provisions that have addressed the
concerns raised by Staff and other parties
as an earlier part of the proceeding.

M5. FABRIZIO And that is at
Page 8 of his April 10th, 2012 testinony.

BY Ms. FABRI ZI O

Do you have any further comments you' d |ike
to share with the Comm ssion on the

agreenents, M. Millen?
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(By M. Miullen) No, | do not.

M5. FABRI ZI O Thank you. That
concl udes ny questi ons.

CHAI RVAN | GNATI US: M.
Canerino, you had sone questions of the two
Staff witnesses. And is it essentially direct
of them before we nove on?

MR CAMERINO It's just to M.
Frink. And ny thought was, in terns of just
order of presentation, that it probably woul d
be appropriate for the conpanies to ask those
questions first, to allow other parties to
respond to them So if | may?

CHAI RMAN | GNATI US:  That's fi ne.

MR. CAMERI NO.  Thank you.

DI RECT EXAM NATI ON

BY MR CAMERI NO

Q

A
Q

M. Frink, these questions are all for you.
You indicate in the biographical

informati on that you attached to your

testinony that you joined the Conmm ssion in

1990; is that correct?

(By M. Frink) That's correct.

And approxi nately what tine, what date,
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year, did you begin working with New
Hampshire's two natural gas utilities?

(By M. Frink) Well, | started as one of the
Staff auditors, which neant we audited all
the utilities on a regular basis. So, right
fromthe very beginning | was doing audits
on EnergyNort h.

Ckay. And so you've had invol venment

regul ati ng EnergyNorth for approxi mately 22
years t hen?

(By M. Frink) Approximtely.

And is it fair to say that that invol venent
has been quite extensive for nost of that
period of tinme?

(By M. Frink) It certainly is.

And is it fair to say that you have a high
|l evel of famliarity with the personnel of
the former EnergyNorth, as well as the
peopl e involved wth the Conpany since it
was acquired by KeySpan and, |ater, National
Gid?

(By M. Frink) I do. And three of themare
even on Staff. So...

And you al so have a high | evel of
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famliarity wth people who have worked for
the other natural gas utility in New
Hanpshire, Northern Uilities, as well?

(By M. Frink) Yes, | do.

Ckay. One thing I'd like to ask you is,
there was an organi zational chart of the New
Hampshi re organi zati on for Liberty Energy

t hat was provi ded before, Exhibit No. 6.

And | can give you a copy. But there are
just a few people on there | want to ask you
about very quickly. M. Dafonte, M. Saad,
M. WMacDonald, who's listed there as the
head of gas operations, are those people
that are known to you through that

experi ence?

(By M. Frink) Yes, they are.

And woul d you say that -- is it your view
that they are highly qualified to fill these
rol es?

(By M. Frink) | never really worked wth
M. Saad. | amfamliar with himthrough
this process. | amnmuch nore famliar wth
Chi co Dafonte and al so R chard MacDonal d.

They are certainly very qualified at their

{DG 11- 040} [ 04- 16- 2012/ AFTERNCON SESSI ON ONLY]




© o0 ~N oo o b~ w N

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

[WITNESS PANEL: EICHLER|BURLINGAME|FRINK|MULLEN]

jobs and their positions that they hold

her e.

So you are famliar with the period of tinme
prior to KeySpan's acquisition of

Ener gyNort h, when EnergyNorth operated as a
st and- al one conpany; is that correct?

(By M. Frink) That's correct.

Do you recall how nany enpl oyees, let's cal
t hem managenent - | evel enpl oyees, those

posi tions, went away when EnergyNorth was
acqui red by KeySpan?

(By M. Frink) Yes, | do. In ny testinony
in that proceeding, 09-193, there was 62
positions that were eli m nated.

That nunber is actually quite simlar to the
nunber of positions that Liberty Energy
proposes to bring back to New Hanpshire in
this transaction; is that correct?

(By M. Frink) Yes. Liberty had cited 60
posi tions bei ng added.

How woul d you descri be the quality of
service that EnergyNorth Natural Gas
delivered when it was a stand-al one conpany?

(By M. Frink) It wasn't a perfect utility.
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We haven't found one of those yet. But it
was a -- it seened to be a very well-run
conpany. They worked very well with Staff.
They seened to have New Hanpshire's best
interests at heart. It was a little
different tinme, and the price of gas was
maybe a little higher than the price of oil
so they were very cost-conscious. And
overall, it was a -- | feel it was a
well-run utility.

Their rates were reasonabl e?

(By M. Frink) Their rates were reasonabl e,
yes.

So in your view, they were able to operate
efficiently, even though they were on a

st and- al one basi s?

(By M. Frink) Yes, they did.

How were their regulatory relations and
their conpliance with Comm ssion rul es?
(By M. Frink) Overall, the regulatory
relationship was very good. | won't say
there weren't sone personalities on both

si des naybe had sone conflicts. But

overall, it was very good.

124
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So the fact that they were a stand-al one
conpany w thout a | arger organi zation didn't
get in the way of their ability to conply
with the Comm ssion's regul ati ons and

requi renents.

(By M. Frink) Certainly not.

Ckay. Thank you.

CHAI RVAN | GNATI US:  All right.
M. Linder, do you have questions?

MR. LINDER: Yes, but | don't
know i f the questions should be addressed to
this current panel or to the next panel. The
questions are sinply directing one or nore
panelists to three or four pages in the
settl enent agreenent that pertain to the
| ow-i ncome provisions and energy-efficiency
provisions. And | was hoping that one of the
panelists on one of the panels would generally
make the Conmm ssion aware of what those
provisions are. So if there's a nenber of
this panel that could respond to that, | would
di rect that question to that paneli st. | f, on
t he ot her hand, the other panel would be nore

appropriate, then | would defer to the second
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panel .

CHAI RMAN | GNATI US:  And it may
be split between the two.

Ms. Fabrizi o, what's your

advi ce on that?

M5. FABRIZIO | recommend the
question be deferred until Thursday's pane
because the nenbers of that panel will be able
to address it directly.

CHAI RVAN | GNATI US:  So it sounds
i ke Thursday's panel will better respond to
your concerns on | ow i ncone prograns and
| owi ncone i ssues, even as they relate to
energy-efficiency prograns. |Is that correct?

M5. FABRI ZI O  Yes.

MR LINDER. Then | wll defer.
Thank you.

CHAI RVAN | GNATI US: M.
Sul | i van, any questions?

MR. SULLI VAN Local 12012 has
no questions of these gentlenen. Thank you.

CHAI RVAN | GNATI US: Thank you.
Ms. Hol | enber g.

MS. HOLLENBERG  Yeah. Yes, |
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do actually have a question. One nonent,
pl ease.

CRGOSS- EXAM NATI ON

BY M5. HOLLENBERG

Q

>

Good afternoon. M. Millen, you tal ked
briefly about the tax el ection provision.
Coul d you direct ne to that part of the
settl enent agreenent, what paragraph that
i s?

(By M. Millen) Just give ne a second.
Sure. Section 338(h)(10) election.

(By M. Miullen) Yes. It's on Page 16 of the
settl enent agreenent.

And is it Paragraph D.1.c?

(By M. Mullen) Yes, it is.

Ckay. Thank you. And you agree that --

127

CHAI RVAN | GNATI US: Before we go

on, just because we'll hear it from
Conmm ssi oner Harrington, we do have nmultiple

nunbers. Are you -- let's just stick wth

one. Is it the Bates Stanp in the corner that

we should work with? 1Is it the one in the

center we should work with? Wat do people --

MR El CHLER: Si xteen i s the one
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in the center.

CHAI RVAN | GNATI US: All right.
How about, just for the sake, because we're
goi ng to be using other nunbers, if we can
just use the right-hand corner Bates-stanped
nunber for everything. Thank you.
(By M. Miullen) Then | correct ny answer to
Page 19.

CHAI RVAN | GNATI US: Thank you.
Thank you. And this paragraph states,
"Granite State conmts there will be no rate
i nmpacts fromany |Internal Revenue Code
Section 338(h)(10) election nade in
connection with the acquisition of Ganite
State by Liberty New Hanpshire, assignee of
Li berty Energy."” Do you agree with that?
(By M. Millen) Yes.
Ckay. Thank you. Are you famliar, or did
you participate in the nmerger involving
Unitil and Northern in 2008?
(By M. Mullen) | did participate in that
pr oceedi ng.
And | would just like to show you M.

Rubi n's testi nony which has been marked as
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Exhi bit 10. And on Page 19, which is the
only page nunber on that page, starting wth
Line 3, I"'mjust going to ask you to read
Line 3 to Line 19, please.

(By M. Miullen) Wuld you like nme to read
the introductory question to that answer?
Sure. Thank you. And actually, I'm
actually going to ask you to foll ow al ong
because 1'll have the sane questions for you
as well. Thank you.

(By M. Mullen) Starting on Line 1 of

Page 19, the question reads: "Has the

Conmi ssion dealt with the effects of the
Section 338(h)(10) election in any other
cases?"

And the answer: "Yes, | am advi sed by
counsel that in 2008, the Comm ssion
approved a settl enent involving the
acquisition of Northern Utilities, Inc. by
Unitil Corp. One of the settl enent
provi si ons approved by the Comm ssion states
as follows:

Accunul ated deferred incone tax: In

regard to Unitil's Section 338(h)(10)
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el ection in accounting for the acquisition
of the common stock of Northern, Unitil
commits to hold Northern's custoners
harm ess for the elimnation of the
hi storical accunul ated deferred i ncone tax,
(ADIT) liabilities resulting from such
el ection by maintaining pro forma accounti ng
for regulatory purposes to continue to
provi de ratepayers wth the ratenaking
benefit of Northern's ADI T bal ances exi sting
prior to the proposed transaction, until
such tine as Northern's actual AD T, related
to the historical utility plant assets
acquired, equals or exceeds the |levels that
Nort hern's pro forma ADIT woul d have been
absent the proposed transaction. The AD T
bal ances related to capital additions after
the closing date are not affected by the
Section 338(h)(10) election, and the
treatnent of these bal ances will not change
for accounting and ratemaki ng purposes.”
Thank you for reading that.

Wth respect to the paragraph -- or the

provision in the pendi ng settl enent
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agreenent in this docket, Paragraph D. 1.c.
on Page 19, is it Staff's understandi ng that
the intention of that paragraph is the sane
as the intention was in the Unitil/Northern
case?

(By M. Millen) Yes.

And woul d Staff object to the Conm ssion
including in its order this type of |anguage
to clarify how the election will be handl ed
in the comng rate cases?

(By M. Muillen) No.

Thank you.

And M. Eichler, can you answer the
sane questions as well? |Is the intention of
the -- of Liberty reflected or the sane as
t hat | anguage that you just heard M. Millen
read into the record?

(By M. Eichler) Yes, it is.

And woul d Li berty have any objection to the
Comm ssi on including | anguage simlar or the
same to this | anguage that was in the

Nort hern/Unitil case in the order, to the
extent that they approve the settlenent in

this case?
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A (By M. Eichler) W don't object to that.

M5. HOLLENBERG  Thank you very
much. | don't have other questions. Thank
you.

CHAI RVAN | GNATI US:  All right.
| think we're going to wap it up for the day.
W' ve got a nunber of questions fromthe
Bench. And we've got other comm tnents that
are going to be starting up quickly, so
think it's probably best to stop now W'l
reconvene Thursday at 9:00 here with the
conti nuation of this panel.

And one question | did have,

M. Sullivan, is M. Spottiswood planni ng on
testifying? W have his prefiled testinony.

MR, SULLI VAN Yes, he is.

CHAI RVAN | GNATI US:  All right.
If you would want to be able to take the stand
right now, M. Spottiswood, and assunming it
won't be | ong, and not have to cone back on
Thur sday, we could accommpdate that if that's
okay with the parties.

MR, SULLIVAN. Wwell, we planned

on being here, anyway. And |'ve had
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di scussions with the parties about where they
woul d i ke us to be, so we'll defer to that.
CHAI RVAN | GNATI US: We're happy
to have you on Thursday, M. Spottiswood.
That's fine. W'Ill hold off then.
All right. |Is there anything
el se before we adjourn for the day? M.
Caneri no.
MR CAMERINO darification and
potentially a correction. Just for
Commi ssioner Harrington's benefit, there were
sone questions to M. Robertson about the
"push-down accounting” for the debt. And in
that di scussion, M. Robertson was identifying
who the borrower and the | enders were. And |
just want to note that the technical
statenents that were submtted that are
Exhi bit 4 describe those |loans. And | just
want to direct the Conmi ssion's attention to
t hat, because as counsel heard those answers,
t here may have been sonme confusi on where the
name Liberty Uilities was thrown in and which
was the proper lender. So |I'mnot sure

whet her we heard that right or wong, but
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t hose statenents have the infornmation.

CVBR. HARRI NGTON: Thank you.

MR. CAMERI NO Just in case that
creates a foll ow up questi on.

CHAI RVAN | GNATI US: So, to the
extent, there's a conflict between what's in
the techni cal statenent and what M. Robertson
testified to, you' re saying the techni cal
statenents should be relied on?

MR. CAMERINO That's correct.

CHAI RVAN | GNATI US: Thank you.
All right. [If there's nothing further, we'll
stand adj ourned for the afternoon and see you
Thur sday nor ni ng.

(Wher eupon t he AFTERNOON SESSI ON was

adjourned at 4:25 p.m.)
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