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PROCEEDI NG

CHAIRMAN IGNATIUS: I'd like to open the

docket or the hearing in Docket DE 12-055, Unitil
System, Inc. This is a filing to address the Rel
Enhancement Program and Vegetation Management Pro
adjustments called for in a settlement agreement
that allows for 75 percent recovery of non-Reliab
Enhancement Program plant in service in 2011, and
adjustments, and would also implement a Vegetatio
Management Program Storm Hardening Pilot Program,
other reports that are required in the Settlement
Agreement. We issued an order scheduling a heari
today.
And, with that, let's take appearances.
MR. EPLER: Good morning, Chairman
Ignatius and Commissioners. My name is Gary Eple
the Chief Regulatory Counsel for Unitil Service C
an attorney here for Unitil Energy Systems, Inc.
CHAIRMAN IGNATIUS: Good morning.
MS. AMIDON: Good morning. Suzanne
Amidon, for Commission Staff. And, with me is St

Mullen, the Assistant Director of the Electric Di

Energy
iability
gram
in 2011,
ility

other
n

and make

ng for

eve

vision.

CHAIRMAN IGNATIUS: Good morning, and

welcome, everyone. We have an affidavit of publi

cation,
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it looks like, has been submitted. So, thank you
see a panel of witnesses has been seated, which i

Are there any matters to address before
we begin taking evidence?

MR. EPLER: No, | don't believe so,
Chairman Ignatius. | have a very brief opening s
and I'll introduce the witnesses. But | don't th
there's anything preliminary at this time.

CHAIRMAN IGNATIUS: Allright. If
nothing else, then please go ahead, Mr. Epler.

MR. EPLER: Okay. Thank you. This is
perhaps not necessarily a typical filing that get
hearing, because there's no prefiled testimony he
in discussing this matter with Staff, we thought
be helpful to walk through the filing, particular
Commissioners Scott and Harrington, to give some
for the changes and the rate recovery and to talk
some of the programs that the Company is investin
under the Settlement Agreement. And, also, to gi
Commissioners an opportunity to meet some of the
at Unitil that you may not normally meet.

So, with that, could | have the panel
sworn please.

(Whereupon Kevi n Sprague,

. And, |

s good.

tatement,

ink

s set for
re. But,
it would
ly for
context
about
gin

ve the

directors
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[WITNESS PANEL: Sprague~Letourneau~Sankowich~C hong]

Raynond Let ourneau, Sara Sankow ch, and
Davi d Chong were duly sworn by the Court
Reporter.)

MR. EPLER: Now, seated on the panel, |

guess from your right to the left, is David Chong , Who's
the Director of Finance; Sara Sankowich, who is t he System
Arborist, that's a new position at Unitil that wa S created
after the Settlement Agreement; Ray Letourneau, w ho is the
Director of Electric Operations; and Kevin Spragu e, who is
the Director of Engineering. So, we still have a few

folks back at the office.

Now, the Settlement Agreement provided

for a series of changes to Unitil's permanent dis tribution
revenues under the structure of a five-year Rate Plan and
earnings sharing agreement that began May 1st, 20 11, and
that ends on April 30th, 2016. And, these rate ¢ hanges
included initial changes to Unitil's permanent ra tes that
occurred on May 1st, 2011, plus an amount for pru dently
incurred rate case expense and recoupment back to the date

of when temporary rates were set, and then three

additional annual step adjustments, which occur - - would

occur on May 1st, 2012, May 1st, 2013, and May 1s t, 2014.
So, the current filing is for the 2012

step adjustment. And, that includes removal of t he rate

{DE 12-055} {04-24-12}
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[WITNESS PANEL: Sprague~Letourneau~Sankowich~C hong]
recoupment and the rate case expense from distrib ution
revenues going forward, as recovery of those cost s have
been completed. And, then, it includes the adjus tments
under the Reliability Enhancement Program and the
Vegetation Management Program.
The Settlement also includes an earnings
sharing mechanism, which limits the Company's abi lity to
propose changes to distribution rates, and will r esult in
sharing of earnings if Unitil's earned return on equity
for distribution is greater than 10 percent.
KEVI N SPRAGUE, SWWORN
RAYMOND LETOURNEAU, SWORN
SARA SANKOW CH, SWORN
DAVI D CHONG SWWORN
DI RECT EXAM NATI ON

BY MR. EPLER:

Q. With that, if I could turn first to David Chong ,
Director of Finance. And, he will point to the p art of
the filing that actually has the calculations and show
where the various additions and subtractions to t he
distribution rates occur.

A. (Chong) Thank you, Gary. Good morning, Commiss ioners.
| would like to turn your attention to Bates
Page 000086 of the filing. And, the name of the page

{DE 12-055} {04-24-12}
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[WITNESS PANEL: Sprague~Letourneau~Sankowich~C

hong]

is labeled "Schedule 2". As Gary indicated, the
step adjustment involves certain criterions of
spending. One of the areas was "Non-REP Plant
Additions", another area was "REP Plant Additions
And, the other areas involved "VMP historic" -- "
Spending” and "VMP Reconciliation”, in addition t
Expense”. But let me go through the schedule so
kind of walk you through the numbers and show you
the step adjustment was calculated.

Beginning with the section titled
"Non-REP Plant Additions Step Adjustment”, our
beginning Non-REP Net Plant in Service for the ye
2011, at the beginning of the year, was 143.3 mil
We added 8.1 million of Non-REP plant additions d
the year. And, the depreciation from those plant
additions was 4.9 million. Which ended in a Non-

Net Plant in Service for the end of the year of

146.5 million.

The change in the plant in service over

the year was 3.2 million. And, under the Settlem
Agreement, 75 percent of that change was recovera
the step adjustment. So, that 75 percent is equa

to $2.4 million, which runs through the revenue

requirement. The next calculation is the revenue

2012

VMP
0 "REP
| can

how

ar
lion.

uring

REP

ent

ble in
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[WITNESS PANEL: Sprague~Letourneau~Sankowich~C hong]
requirement associated with the 2.4 million. It S
calculated by applying the rate of return, in add ition
to the taxes, depreciation, and property tax asso ciated
with that amount. The total revenue requirement
associated with the Non-REP plant additions porti on of
the step adjustment is equal to $618,507.

If we go to the next section called "REP
Plant Additions Step Adjustment”, under the Settl ement
Agreement we were -- we were to recover REP addit ions
throughout the year. And, the REP additions were
1.2 million, less REP depreciation associated wit h that
of negative 0.2 million, resulted in net REP plan t
additions of 1.4 million. And, once again, as -- we
ran that through the revenue requirement calculat ion,
multiplied that 1.4 amount by an associated rate of
return, the income tax gross up and related
depreciation and property taxes results in a reve nue
requirement of $277,848 for the REP plant additio ns
step.

The next section of the revenue
requirement is entitled the "Other Step Adjustmen ts".
Under the Settlement Agreement last year, the May 2012
step adjustment included a $300,000 increase for REP

operating and maintenance expenditures, and an

{DE 12-055} {04-24-12}
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[WITNESS PANEL: Sprague~Letourneau~Sankowich~C hong]
increased VMP spending amount of $950,000. And, the
Settlement Agreement also provided for a "VMP
Reconciliation". The amount shown here, "$9,776" ,
represents an undercollection from the amount rec overed
in rates throughout the year from that which the
Company spent, and it also includes FairPoint bil lings
that the Company also received. So, it's net of all of
that. The last item is a "VMP Storm Hardening Pi lot
Program®, that Sara will discuss in a moment, of
"$535,000".

The last portions of the step adjustment
are recoupment. In last year's step, there was a n
amount of 1.2 million included in rates, and that
amount is now being removed from rates to reflect the
finalization of the recoupment. The last item in cluded
in the step adjustment is the "Rate Case Expense
Adjustment"” of negative "$11,334". This reflects a
true-up of the rate case expenses that were refle cted
in rates.

The "Grand Total Step Adjustment Revenue
Requirement" of all these components is "$1,469,3 04",
Now, | thought we would turn to Kevin Sprague, Director
of Engineering, and he can explain some of the RE P

expenditures that have occurred pursuant to the

{DE 12-055} {04-24-12}
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[WITNESS PANEL: Sprague~Letourneau~Sankowich~C hong]

Settlement Agreement.

A. (Sprague) Thank you. The REP, as it's designed , 1S
meant to maintain or improve the reliability of t he
electric system. And, we kind of have our focus on
several different areas. The first of those area Sis
system hardening, which is also known as trying t 0 make
the system more resilient to outages. These proj ects
include equipment upgrades, installation of addit ional

fuses, sectionalizers or reclosers, SCADA and
automation projects, improvement to lightening
protection, installation of animal protection, or other
activities to mitigate specific outage causes.

The next, as part of the REP, would be
an enhanced tree trimming. This is tree trimming
that's above and beyond the normal cycle trimming and
tends to be more aggressive. And, these -- this
typically is completed in poor reliability areas as
defined through engineering analysis.

The next area is asset replacement.
This is replacing of aging components that are at risk
of failure. And, these would typically include
porcelain cutouts or insulators, transformers, ci rcuit
breakers, underground cable, wood poles, or other

equipment, including spacer cable.

{DE 12-055} {04-24-12}
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[WITNESS PANEL: Sprague~Letourneau~Sankowich~C hong]
And, the last area would be
reliability-based inspection and maintenance. Th ese
are enhanced inspection and maintenance methods u sed to
detect and mitigate outages before they occur. N ew
technology, like infrared or radio frequency tech nology
used to identify equipment, and also software
applications used to better manage our inspection and
maintenance and reliability programs.
The way that our REP is broken down is
between O&M and capital. And, I'll start with th e O&M
portion. The Settlement allowed for $300,000 in
O&M-related REP spending. About 200,000 of this IS
what | described above to be "enhanced tree trimm ing".
This enhanced tree trimming, again, is more -- mo re
aggressive than our normal cycle trim. It's spec ific
to certain areas, could be certain streets or cer tain
neighborhoods that have experienced less than -- less
than desired reliability.
The remaining 100,000 is proposed to be
used to complete a pilot program for infrared sur vey of
our distribution system. Now, infrared survey ha S been
around for a while, but it's typically used in
substation or subtransmission right-of-way type o f
applications. We're trying to take this technolo gy and

{DE 12-055} {04-24-12}
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[WITNESS PANEL: Sprague~Letourneau~Sankowich~C hong]

use it on the distribution system. And, what inf rared
survey would do is enable us to identify bad
connections or potentially failing equipment befo re an
outage occurs, so that we can -- so that we can r eplace
that equipment and forgo having an outage.

The capital portion of the REP is based
upon engineering analysis. Our Engineering Group
evaluates the reliability performance on a daily,
monthly, quarterly, and annual basis. This analy sis is
conducted by specific engineers that have
responsibility over our Capital and our Seacoast
operating centers. So, they have a knowledge and an
intimacy with the system that they're evaluating.

They're evaluating reliability based upon worst

outages, worst performing circuits, or poor-perfo rming
reliability areas. The engineers use GIS, our Gl S
system to spatially represent outages, so that th ey can
determine pockets of poor -- of reliability conce rns.
The engineers then design projects to address the se
reliability concerns. And, their projects are ai med at
(1) eliminating the possible cause for an outage, (2)
reducing the size of the outage, or (3) improving the

restoration time.

All of the projects that are designed

{DE 12-055} {04-24-12}
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[WITNESS PANEL: Sprague~Letourneau~Sankowich~C hong]
have an estimated cost, an estimated customer min utes
saved, and a saved customer minute -- saved custo mer
interruptions. Then, all of these projects are r anked
together on a cost/benefit basis. And, the resul ting
shape of that is a curve, with the projects, if y ou
were to consider the left-most side of the curve would
be the projects with the highest cost/benefit rat io --
the highest benefit-to-cost ratio. And, as the ¢ urve
hits -- that hits the knee and starts to flatten out,
those would be projects that have a higher cost a nd a

lower benefit.

So, 2011 was the first year that we had
entered into an REP program through the Settlemen t
Agreement, that was approved | believe it was in May of
2011. The Settlement Agreement allows for
$1.75 million. In actuality, as Mr. Chong identi fied,
we spent something less than that, and that was d ue to
projects that had been started that weren't compl eted
by the end of the year, and, as such, are carried over
into 2012.

The types of projects that we
implemented or constructed in 2011 were distribut ion
pole replacements that were required due to our a nnual
pole inspections; the installation of reclosers; taking

{DE 12-055} {04-24-12}
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[WITNESS PANEL: Sprague~Letourneau~Sankowich~C

15
hong]

a single phase line and turning it into a three p
line and replacing open wire with a second -- wit
spacer cable; the addition of cutouts and fusing
reduce the size of outages; and the replacement o

and a quarter inch porcelain suspension insulator

The 2012 projects that we have proposed

include the installation of sectionalizers, again
reduce the size of potential outages. We have a
of circuits along the beach that tend -- that are
constructed on the same pole line, due to, essent
real estate concerns, that were increasing the ph
spacing on because of high winds. We have an are
where we're challenged to get trimming rights, an
we're replacing some overhead construction with
underground construction. Again, we're adding cu
and fuse locations. And, we're building a substa
getaway. The circuits that leave the substation
are constructed with an early vintage spacer cabl
that has recently showed signs of degradation and

to be replaced.

So, that's all I have on the REP portion

of this.
Okay. Before | turn to Sara Sankowich to discu

VMP program, | thought | would just give a little

hase
ha
to

f four

, o

couple

ially,

ase

tout
tion

that

needs

ss the
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[WITNESS PANEL: Sprague~Letourneau~Sankowich~C hong]
perspective on that as to how it arose. As ares ult of
the investigation of the Massachusetts Department of
Public Utilities into Fitchburg Gas & Electric Li ght
Company, that's our sister affiliate in Massachus etts,
Fitchburg's response to the December 2008 Ice Sto rm,
the Company was required to issue an RFP and to h ire a
vegetation management consultant company to come up
with a vegetation management plan for Fitchburg. The
Company went through that process and hired a
consultant. And, we were very pleased with the r esult
and the insight that was gained through that proc ess,

and decided to extend that to Unitil Energy Syste ms to
go through the same process and come up with a pr oposed
vegetation management plan.

So, that's the genesis of what happened.
And, one of the high recommendations in that prop osal
-- in their report was to hire a system arborist, and
then continue with the implementation of a progra m that
was outlined in the report.

So, with that, I'll turn it over to
Sara.

A. (Sankowich) Thank you. With that being said, a sit's

almost a year to the date that I've been with the

Company and the Vegetation Management Program is

{DE 12-055} {04-24-12}
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[WITNESS PANEL: Sprague~Letourneau~Sankowich~Chong]

progressing forward with implementation of a five year
pruning maintenance cycle and hazard tree removal.

I do have one note as part of the
filing. On Bates Page 000005, state the "5-year single
phase trim cycle with [a] 8-foot side and 10-foot top
trim zone". And, that's actually being implemented as
a "l0-foot side and a 15-foot trim zone", as agreed
upon after the Settlement.

CMSR. HARRINGTON: Could you tell me --

"10 and 15"
WITNESS SANKOWICH: Ten and fifteen,

ves. Correct.

BY THE WITNESS:

A.

(Sankowich) So, with that program moving forward, in
2011, 112.58 miles of line were pruned and 530 trees
were removed. In addition, subtransmission clearing,
mid-cycle pruning, and reliability-driven work was
completed as well. The total 2011 spend was
approximately 1.73 million for all those projects. For
2012, we have a proposed base program spend projected
at 2.819 million. We have put 235.6 miles of pruning
out to bid at favorable results, with an estimate of
1,050 hazard trees to be removed for this year. The

subtransmission clearing, the reliability-focused work,

{DE 12-055} {04-24-12}
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tree assessments and removal along these critical

portions of our circuits.

[WITNESS PANEL: Sprague~Letourneau~Sankowich~C hong]
and the mid-cycle work will continue as planned. And,
these programs are all in line with the step adju stment
and the intended focus of improved vegetation
management response and tree-related reliability and
safety for normal conditions and typical inclemen t
weather as seen on our system.

With that being said, recently New
Hampshire has seen its fair share of major and
catastrophic storm events recently, and that has led
the Company to do some thinking about storm respo nse
and possible prevention. The customer effect and the
cost of storm restoration and repair is very high . We
understand that.

And, so, in an effort to test the
ability of the Company to reduce overall major st orm
effect and restoration cost, the Company is propo sing a
Vegetation Management Storm Pilot Program for an
additional $535,000. This program is intended to
reduce tree exposure along critical portions of o ur
circuits. And, we would take into account local
critical infrastructure as we do that. And, we'd be
removing tree overhang and performing intensive h azard

{DE 12-055} {04-24-12}
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The Company has targeted three circuits

10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

in the Seacoast area relative to previous storm

performance, reliability concerns, and an express ed
public desire for additional tree work. And, the

Company will assess the cost to implement the

reliability effects and the public acceptance of this
work, in order to determine if all or part of the

program could be implemented into the standard

Vegetation Management Program to gain some increa sed
reliability benefit and reduce cost in major stor m
events.

BY MR. EPLER:

Q. And, is it correct that we'll be working closel y with
the towns where those circuits are located?

A. (Sankowich) That's correct. Yes.

Q.  And, which towns are they?

A.  (Sankowich) It's mostly in Plaistow, and extend sa
little bit into Newton and Atkinson. We basicall y
follow the circuit as it leaves the substation. So,
that's the towns that are affected. We will be w orking
very closely with the towns to locate critical
infrastructure and make sure that we have the cri tical
portion of our circuits taken care of in the pilo t.

Q. And, are these areas that have had a number of outages

{DE 12-055} {04-24-12}
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[WITNESS PANEL: Sprague~Letourneau~Sankowich~C hong]
in recent storms?

A. (Sankowich) Yes. They were some of the areas t hat saw
outages during recent storm events and, looking a t the
reliability, were very good candidates for this t ype of
work. It was looked at in the field. And, the t ree
canopy and the tree exposure is very high, and it lends
itself well to testing the effects of removing th e
canopy and removing some of the side exposure fro m
hazard trees.

Q. There's been some discussion and some reference toa
type of clearing called "ground-to-sky clearing". Is
this a type of that or is it different? If you c an
explain what we'll be doing.

A. (Sankowich) Yes. It's a type of ground-to-sky
clearing. In many cases, we will be removing all
overhang, which would be considered "ground-to-sk y", as
the term is used. In some cases, where there is
healthy, structurally sound branches, we would be able
to leave those. It would be a case-by-case basis . But
most of area will be undergoing overhang removal, where
possible.

Q. And, as you indicated, one of the key component s here

is to gauge what the public acceptance of such a

program is?

{DE 12-055} {04-24-12}
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[WITNESS PANEL: Sprague~Letourneau~Sankowich~C hong]

A.

Q.

A.

A.

(Sankowich) That is correct.
Given that it goes beyond the normal clearance?
(Sankowich) Yes. This is well beyond our norma | scope

of work. So, there's a large public factor, in

addition to a cost factor, that comes along with this
type of work. And, we will be removing large bra nches
and trees from along roads and scenic areas. So, the
public is impacted in this situation. And, the t owns

that we chose have expressed a desire to have

additional tree work. So, that's another reason for
choosing the spot that we did. We think that it would
be a good spot for a pilot, and testing reaction in an

area that has expressed interest already.

Okay. And, maybe just to give a little context to

this, I'm not sure if anyone, if either Mr. Sprag ue or
Mr. Letourneau could talk about this. But is one of
the reasons we're looking at this, and this parti cular

system hardening measure, because of some of the

developments we see in terms of ability to get th e--
to get the crews we need during a storm, so we're

looking at not just being reactive to storms, but

trying to look more towards system hardening?

(Letourneau) Yes, that's correct. With the mul tiple

events that New England has experienced in the la st

{DE 12-055} {04-24-12}




10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

22

long will it take us to return service to our

customers?"

[WITNESS PANEL: Sprague~Letourneau~Sankowich~C hong]
several years, multiple storm events, it's gettin g
increasingly more difficult to obtain outside res ources
to come in and effect storm restoration. We're f inding
it -- that we have to reach further and further w ith
each event, and every time we reach further and
further, it's more costly. You have to pay
mobilization costs for these crews to get here, y ou
have to pay demobilization costs for these crews when
they go home. And, each of the states are facing these
issues. In Massachusetts, as well as New Hampshi re,
when there is a region-wide event that is forecas ted,
many of the companies are what we would call "loc king
down" these resources early. And, again, it's be coming
that much more expensive for us to effect restora tion
and manage these events.

So, one of the aspects of the storm
hardening or the Pilot Program is to take a look at
trying to prevent the damage in the first place. One
of the things that we do at the beginning of ever y
storm event is to perform damage assessments. Da mage
assessment is utilized as one of the factors in
determining our estimated time of restoration. " How

{DE 12-055} {04-24-12}
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[WITNESS PANEL: Sprague~Letourneau~Sankowich~C hong]

The other factor that plays into that is

the number of resources you have on the system. And,
of course, all of that is predicated upon the amo unt of
damage that you have. So that, if you can develo pa
pilot program that is able to demonstrate that we can
actually, 1 don't think we can ever prevent 100 p ercent
of the damage, but we can certainly limit the amo unt of

damage that we see on some of our major circuits,

particularly when we're looking at critical

infrastructure for our municipals. Then, we'll

ultimately have less damage during these major st orm
events, we'll require less outside resources, and

ultimately results in less cost to the Company, a nd a
shorter duration event. So, that's definitely on e of
the aspects of this pilot that we want to measure

MR. EPLER: Okay. Thank you. Thank

you, Commissioners. In terms of an overview, we' ve
completed the presentation that we had prepared t 0 give.
We're available for questions. And, | believe th e Staff

may have some questions. Thank you.

CHAIRMAN IGNATIUS: Thank you.
Ms. Amidon.

MS. AMIDON: Thank you. First, | was

going to ask Attorney Epler, if you were going to ask that

{DE 12-055} {04-24-12}
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your filing be marked for identification as "Exhi bit 1" in
this?

MR. EPLER: Sure. Yes.
MS. AMIDON: Okay.

MR. EPLER: | wasn't sure if that was

required, since these were required filings. But , yes, if
that would help the record, certainly. If the fi ling
that's dated "February 29th, 2012" can be marked as the

Company's "Exhibit Number 1"

CHAIRMAN IGNATIUS: Allright. Let's do
that. And, that includes the report and all of t he --

MR. EPLER: Yes, it does.

CHAIRMAN IGNATIUS: -- tariff pages and
attachments?

MR. EPLER: Right.

(The document, as described, was

herewith marked as Exhi bit 1 for

identification.)

CROSS- EXAM NATI ON

BY MS. AMIDON:

Q. Prior to the hearing, | provided the panel with copies
of a document, which is responses to Staff Techni cal
Session Data Requests, with a cover letter signed by
Attorney Epler dated "April 11th, 2012". Does ev eryone

{DE 12-055} {04-24-12}
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o > > »

> > > 2

on the panel have that?

(Sprague) Yes.

(Letourneau) Yes.

(Sankowich) Yes.

And, do you agree that that document is what |
described, that it's in response to Staff Technic
Session Data Requests?

(Sprague) Yes.

(Letourneau) Yes.

(Sankowich) Yes.

(Chong) Yes.
MS. AMIDON: Thank you. And, madam
Chairman, I'd like this marked for identification as
"Exhibit 2".

CHAIRMAN IGNATIUS: Mr. Epler, no
objection to that?

MR. EPLER: | have no objection. Thank
you.

CHAIRMAN IGNATIUS: We'll mark that for
identification as "Exhibit 2".

(The document, as described, was

herewith marked as Exhi bit 2 for

identification.)

MS. AMIDON: With your permission, |

al

{DE 12-055} {04-24-12}




10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

26

[WITNESS PANEL: Sprague~Letourneau~Sankowich~C hong]
would like to ask Mr. Mullen to conduct the
cross-examination of the witnesses.

CHAIRMAN IGNATIUS: That's fine.

BY MR. MULLEN:

Q. Good morning. What I'd like to do is just star t at the
beginning of this, of Exhibit 1, and go through s ome
questions as we make our way through. I'll try n ot to
bounce around too much. On what's marked as Bate S
Page 000004, it's titled "Reliability Enhancement
Program and Vegetation Management Program Annual Report
2011". Am | correct that, in addition to reporti ng on
what happened during 2011, this also provides the
Company's plans for 20127
(Sprague) That is correct.

Q.  So, flipping through the pages, you give detalil s about
the amount of costs you incurred for the various
activities, identify particular circuits that wer e
trimmed. As we go to Page -- Bates Page 000013, that's
where we start talking about the Storm Hardening Pilot
that was described earlier. On Bates Page 000014 ,
there's a "Table 13". There's three circuits
identified there. And, | believe you testified t hat
those were selected based on past history, as wel | as
working with the towns. Could you describe, are these

{DE 12-055} {04-24-12}
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all located -- are they in heavily wooded areas? Are
they sparsely wooded? Could you just give a brie f
description of those.

A. (Sankowich) Sure. These circuits are in mostly heavy
wooded areas to some moderately wooded areas. Th e tree
and vegetation changes as it goes along on certai n
roads, becomes a little bit more open in some spo ts,
but there is a significant amount of overhang alo ng
many of the major portions.

Q. What voltages are these circuits?

(Sankowich) They are 34.5 kV and 13.8.

Q. In part of your description, you said one of th e things
that's going to have to be assessed is customer
"acceptance”. And, for the roughly 15 scheduled miles
that you have on these circuits, are you going to need
a lot of customer permissions to trim or are thes eon
dedicated right-of-ways already?

A. (Sankowich) We will need a fair amount of custo mer
permissions. The overhang removal is largely in town
right-of-way, but any whole tree removal would be on
private property. We would need customer support of
some of these programs. So, part of the cost of the
program includes education material and outreach about

the program, the benefits of doing the work.
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Q. Right under Table 13, it reads "Cost for this p ilot
program was calculated using a weighted cost per mile
estimate for pruning and tree removal including
customer outreach and education materials, work
planning, notification, and monitoring, plus an
addition of traffic control costs." If | did the math
right, that comes to a little over 36,000 a mile, is
that right?

A. (Sankowich) That's correct.

Q. How does that compare to what | would call "nor mal
trimming" per mile?

A. (Sankowich) Our normal trimming cost per mile n oW run

about $8,000 per mile without traffic control. A nd, we
add an additional 20 to 25 percent traffic contro I
costs on top of that.

Q. So, could you -- what's the -- is it mainly the removal
of additional trees and limbs that's causing alll the
extra costs? Could you explain, what's causing t he
bulk of the change there?

A. (Sankowich) The cost driver of this work is rea Ily the
amount of vegetation that we'll be removing. And , the
actual cost for doing the removal and removal of the
wood associated with it. That would be the bulk of the

increased costs.
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You state that you're going to assess the succe ss of
this program using a "cost/benefit analysis”. An d, |
assume that's going to happen at the end of this annual
period?
(Sankowich) Yes. It would be after the program has
been completed, and after the onset of our next s torm
event, where we can look at the performance of th ese

circuits in relation to other circuits nearby.
And, what happens if you don't have any major s torm

events during that period? How do you assess the

effectiveness?

(Sankowich) There will be some benefit to regul ar
reliability in minor storm events as well. And, there
will be benefit through costs related to normal d amage

related to tree failures from our normal system

occurrences.
The paragraph just above Table 13 provides a li ttle
more description about how you're going to target the
portions of the circuit. Could you just go into detail

with that a little bit more?

(Sankowich) Sure. We target the critical secti ons of a
circuit. And, so, for that, it starts at the

substation, and goes out towards our first protec tion

device. That area of our circuit affects the mos t

{DE 12-055} {04-24-12}
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customers. If there was to be a tree or limb fai
in that section, all the customers would be witho
power. So, that would be our most intensive work
our Level 1. And, so, in that area, we would be
the most intensive ground-to-sky or overhang remo
and hazard tree removal. And, we would continue
from the first protection device with the same
intensity level to the second protection device,
long as there are over 500 customers served at th
point. When we do hit the 500 customer limit, we
then do hazard tree removal and a less intense
ground-to-sky removal out to the remaining three
on that circuit.
These circuits, are they all three phase?
(Sankowich) They all have three phase, yes. Th
circuits are longer than listed in the table. Th
represents the three phase mileage that will actu
be worked on.
Would it be possible to provide subsequent to t
hearing just some circuit maps of these three cir
just so we have -- so the Commission has a better
of exactly where this would take place?

(Sankowich) Yes.

MR. MULLEN: Thank you. I'd like to

lure
ut
area,
doing
val

out
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would

phase

ese

ally

he

cuits,

idea

{DE 12-055} {04-24-12}




10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

31
[WITNESS PANEL: Sprague~Letourneau~Sankowich~C hong]

make that a record request.

CHAIRMAN IGNATIUS: Does it need to be
an exhibit in the file or simply something that t he Staff
has on hand to evaluate? | take it this is for e valuating
in the future?

MR. MULLEN: Yes.

CHAIRMAN IGNATIUS: So, it may end up

being more important as part of another docket. So, I'm
just wondering, is it maybe just something that y ou can
work with with the Company, rather than making it a formal

exhibit at this time?
MR. MULLEN: That works for me.
CHAIRMAN IGNATIUS: Thank you.
BY MR. MULLEN:
Q. The last sentence you have on Page 14, in relat ion to
this Pilot Program, talks about, potentially, if it's

successful, incorporating it into the Vegetation

Management Program going forward. And, would the re be
-- do you envision there being a set amount of do llars
for this type of thing going forward or would it be
based on particular circuits chosen for that year ? How
would you figure out how much to put in each year ?

A. (Sankowich) I think it would depend on what cir cuits
were chosen. | think that would be the most prud ent
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use of cost analysis for future pieces. Because
field conditions vary so widely, it might be bett
suited to actually look at the field conditions a
choose the circuits specifically for this program
beforehand. And, I think there might be some
components that we could roll into specification
for some of the hazard tree removal, and that wou
a small set incremental cost to the cost per mile

if we said, in our critical portions of all of ou
circuits, Level 1, we are going to do a more inte
hazard tree removal, because we found the best re
from that with the pilot, then we could expect a
specific set amount cost per mile increase for th
specific component of the pilot. 1 think the
ground-to-sky portion would be a circuit-by-circu
basis, because that would be the bulk of the cost
removal.

And, one final question on this. You've spoken
municipal officials. Have you started any custom
outreach beyond that? Or, you're, of course, wai
to see if you get approval first, I'm sure, but -
(Sankowich) Yes. We have not done any customer
outreach for the program as we have not begun it

yet.

actual
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Starting on Bates Page 000015, Section 3.1 is | abeled
"Reliability Studies". These were studies that w ere
required as a part of the Settlement Agreement in DE
10-055, is that correct?

(Sprague) That is correct.

Could you just give a brief summary of the thre e

studies that were done, and, going forward, what

actions may be taken as a result of those studies ?

(Sprague) Sure. The first study that was compl eted is
what's labeled as an "Un-fused Lateral Study". T hese
are portions of the circuit where you might have one or
two sections of line that tap off of the -- of th e main
line and to serve a customer or a group of custom ers.
An evaluation was done on our system and found th at
there were 140 of these unprotected laterals, whi chis
out of more than 7,300 potential locations. So, it's a
very small percentage. But these are areas that there
was some concern expressed by Staff that, if ther e were
problems on these un-fused laterals, that the out age
could be larger than necessary. So, the Engineer ing
Group actually reviews the trouble reports onad aily
basis. Any locations where there are un-fused la terals
that have had a problem, engineering work request s are

{DE 12-055} {04-24-12}
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un-fused laterals. So, these 140 are locations t hat
haven't experienced problems over the past severa I
years. Going forward, we complete our circuit
analysis, our distribution circuit analysis, whic his
primarily for voltage and loading concerns. But,
during that analysis, we do that on a three year
rotating cycle. So, every circuit is reviewed on ce
every three years at a minimum. As we go through these
circuits over the next three years, we will be ad ding
fuses to these 140 locations.

And, by adding fuses, that should help improve

reliability in those particular areas?

(Sprague) Theoretically, if there was an outage on that
section, it would minimize the size of the outage

Okay. Thank you.

(Sprague) The next study is what's considered a "Fuse
Coordination Study". Again, these are routinely

completed as part of our distribution circuit ana lysis
on a three year rotating cycle. The reason for a Fuse
Coordination Study is to optimize the protection on the
circuit. Make sure that we have as many fusing

locations as we can get out there so that we can

minimize the size of all the outages. And, this IS
something that the Company has done and will cont inue
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to do into the future.
The last one was Recloser Studies. This

is a -- these studies are for locations where a

recloser could be installed in such a way to mayb e
eliminate a sustained outage by the recloser havi ng the
ability to automatically de-energize and energize the
circuit, in order to eliminate or try to eliminat e the
fault. Sometimes when a tree branch falls on the line,
there's the initial arc, initial fault. The recl oser
opens, that allows the branch to fall off at time S.

The recloser close back in automatically, so the
customers only see a temporary outage of, you kno w, 10
to 15 seconds, as opposed to a sustained outage.
Again, these reclosers -- these studies are compl eted
as part of our annual analysis of the circuits, a nd
also our annual reliability analysis.

And, | believe, in 2011, we had eight
projects where we implemented reclosers on the UE S
system. And, in 2012, we have four other project S
proposed for the addition of reclosers.
Thank you. On Bates Page 000018, we start gett ing into
the Reliability Enhancement Program Operation &
Maintenance Expenditures. And, there's a term th ere

that's called "enhanced tree trimming”. Could yo u
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A.

please compare and contrast that to what is (a)
normally done for tree trimming, and (b) what is
proposed in the Storm Hardening Pilot?
(Sankowich) Sure. Our "normal tree trimming" i
with a 10-foot/15-foot window, with incompatible
species removal and risk tree assessment on the
sideline. That's our "normal trimming".
"Enhanced tree trimming" is more
aggressive or intensive trimming and clearing,
involving an expanded trim zone and more intensiv
hazard tree removal. So, we'd be removing more
overhang than just the 15 feet. It would also be
removing more hazard trees, but would be assuming
risk, less risk on these portions of lines.
And, that's done, as it says here, through --y
target particular areas based on "engineering
analysis"?
(Sankowich) That's correct, based on engineerin
analysis.
Moving through this report, there's -- before |
that, on Bates Page 000021, Mr. Sprague, you said
something before about the "curve hitting the kne
how you evaluate projects. If we look at Chart 1

could you explain how you select particular proje
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based on that "curve hitting the knee"?

A. (Sprague) Yes, | can. This is actually the cur ve that
| was trying to have you visualize in my opening
remarks. You see two curves here. One is based upon
the left-most Y axis, which is a cumulative custo mer
minutes of savings, and one is for the right-most Y
axis, which is a cumulative customer interruption
savings. So, each of the projects, which are sig nified
by the points on the curve, are plotted, and they 're
plotted based upon the estimated saved customer m inutes
or saved customer interruptions per the base cost of
the project.

Those projects are then ranked in order

of the highest benefit and plotted on this curve. So,
as you can see, as you get out towards the tail-e nd of
the curve, the projects have less benefit, meanin g less
saved customer minutes or less saved customer
interruptions, for the cost of the project. Beca use
our overall goal for our reliability program, whi ch
encompasses not only capital projects, but also t ree
trimming and so forth, is to implement the most
cost-effective solution. Sometimes that solution is
simple cycle trimming. Sometimes it's enhanced t ree
trimming. Sometimes the most cost-effective solu tion

{DE 12-055} {04-24-12}
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is actually a capital project, where we're instal ling
equipment or changing the configuration of the sy stem

in order to eliminate or reduce outage time.

CHAIRMAN IGNATIUS: Mr. Sprague, before

you go on, I'm sorry to interrupt, but rather tha
you go back to this later. Can you just define h
an interruption versus minutes per customer, is i
single interruption of any duration? Is an inter

minutes the actual minutes you're out or what?

n making
ow, like
ta

ruption

WITNESS SPRAGUE: Correct. So, any time

a customer would see an outage of more than five
that's considered an "interruption”. And, that's
upon the 300 rules, | believe, the Puc 300 rules.
that customer receives an interruption, a timer s
So, for every minute that that customer is out, t
customer minute. So, if a customer is out for te
minutes, that would be ten customer minutes. And
obviously, you add the whole group of customers t
that are part of that, any given outage. So, whe
engineers are designing these projects, they're |
historical outages. And, basing their project, s

our project was installed before this time period
the estimated savings that these customers might

experience, from both an interruption standpoint

minutes,
based
Once
tarts.
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a customer minute standpoint?"
BY CHAIRMAN IGNATIUS:
Q.  Waell, can | just see if | understand. Are you saying
that in the normal course you would have, let's j ust
pick the 700,000 level of customer interruptions,

that's 700,000 customers or people who have had

multiple outages over the course of how long a pe riod
of time?

A. No. Right. The "700,000" is a customer minute number.
So, you could have 700 customers for a thousand m inutes

in one outage. You could have 70,000 --
Q.  Well, your chart doesn't look like that. You'v e got
the square boxes say it's "interruptions”, and th e

triangles are "minutes”, is that right?

A.  (Sprague) Correct. So, if we were to implement -- SO,
take the square boxes. So, if you go -- the firs t box
is somewhere around 150,000, and that's for littl e
money. So, if we were to implement that project, we're
estimating that we would save 150,000 customer mi nutes
off of the system total for the year. Still not sure
I'm --

Q.  Waell, I'm not sure how you get -- you keep goin g from
"interruptions” to "minutes”, and they're two dif ferent

lines. And, so, why the --
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o > O >

(Sprague) Right. For any --

Let me ask you a different question.

(Sprague) Okay.

In a standard year, and it's probably in here a

just have forgotten, in a standard year, how many

customer interruptions do you experience within U

A. (Sprague) Oh, I'm not sure | have that number o

top of my head.

Do you have it in minutes?

A. (Sprague) For -- yes. If you give me a second,

calculate that.

MR. MULLEN: Mr. Sprague, if you look at

Bates Page 000027, Table 18, will that give you t
information?
WITNESS SPRAGUE: Yes.

BY THE W TNESS:

A. (Sprague) So, if we turn to Bates Page 000027,

"Table 18", the third column you see says "Custom
Hours". So, if you take this "233,671" and multi

by 60, to convert that from hours to minutes, tha
would be the equivalent customer minutes for the

BY CHAIRMAN IGNATIUS:

Q. And, the "interruptions" are the events that le

those hours of being out, the next line over?

nd |

nitil?

ff the

| can

he

which is
er
ply it
t

year.

dto

{DE 12-055} {04-24-12}




10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

41
[WITNESS PANEL: Sprague~Letourneau~Sankowich~C hong]

A. (Sprague) Correct.

CHAIRMAN IGNATIUS: All right. Thank
you.

CMSR. HARRINGTON: | wanted to follow up
on that quickly.

BY CMSR. HARRINGTON:

Q. The table on 18, is that associated with the fo ur
storms listed on Page 7 -- I'm sorry, Table 18, t he
four storms listed on Page 000026 before that?

(Sprague) No. | believe that those --

Q. Oristhisjust --

A. (Sprague) No. | believe Table 18 is excluses - -is
exclusive of those storms.

Q. Okay. This is everything but the major storms?

(Sprague) Correct.

Q. Okay. And, getting back to your chart on Bates

Page 000021, | understand what you're showing her e, but
I'm trying to figure out where the -- what's the basis
for determining the number of outages and custome r

minutes? | mean, it's --

(Sprague) Right.

Q.  Areyou projecting -- I'm just trying to get ho w this
is done. Do you project out, you say, "based on the
present system that we have out there with our pr esent

{DE 12-055} {04-24-12}
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A.

A.

maintenance programs, we project we will have X a
of customer minutes, if we stick with our normal
program that we've done in the past or in custome
interruptions”, and then you're saying that, "wit
enhanced program, if we spend additional monies,
go across the X axis, that that will reduce those
accordingly"?
(Sprague) Yes. These are -- these savings are
based upon historical outages. So, when we do ou
analysis, we look back in an 18-month window. So
say, "if we were to implement a given project wit
that 18-month window of history, we would estimat
the benefit would have been X number of customer
minutes and X number of customer interruptions.”
So, you get down to that level. So, in other w

you take a specific section of distribution line

someplace, and you say "these two miles had X amo

outages caused by let's just say limbs falling on

over the last couple of years. So, if we go ahea

do this enhanced vegetation management program, w

eliminate 75 percent of X, and then the cost will
this, and then you can translate that into custom
minutes in outages"?

(Sprague) Exactly.
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Q.  So, it's acting on a specific section of line?
A. (Sprague) Exactly.
CMSR. HARRINGTON: Okay. | didn't get
that from reading this. Thank you.
WITNESS SPRAGUE: Okay.

CHAIRMAN IGNATIUS: And, | figured out

my problem, which I'm sure you explained, of the Y axis on
the right versus the Y axis on the left, and | di dn't get
it. Thank you. | thought we had over 700,000 cu stomer
interruptions, --

WITNESS SPRAGUE: No, no, no.

CHAIRMAN IGNATIUS: -- and your data
didn't seem to match that.

WITNESS SPRAGUE: Right.

CHAIRMAN IGNATIUS: Gotit. So, I'm
sorry, we kind of hijack your questioning.

MR. MULLEN: That's fine. It's better
that everyone understand what we're looking at.

BY MR. MULLEN:

Q. Now, on Bates Page 000022 to 000023, that's a | ist of
reliability enhancement projects that were comple ted
during 2011, correct?

A. (Sprague) Correct.

Q. And, then, on Bates Page 000024, that's the pro jects

{DE 12-055} {04-24-12}
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planned for 20127

A. (Sprague) Correct.

Q. Now, earlier there was discussion that there we re
certain projects that were not, I'll call it, "cl osed
to plant” at the end of the year of 2011. Are th ose
included on either one of these lists?

A.  (Sprague) No, they're not. They're actually in cluded
on Exhibit 2, which is titled as "Page 1 of 1", w hich
is Staff Request 1-1. This identifies five proje cts
that were originally started in 2011, but not fin ished,
the projects weren't finalized, and will be final ized

in 2012.

Q.  So, these projects, the costs of which will be closed
to plant during 2012, those will be included in n ext
year's step adjustment?

(Sprague) Correct.

Q. By the same token, for the projects listed on B ates
Page 000024 that are planned for 2012, it's possi ble
that some of these may not be completed by the en d of
2012, and those would carry to the year after?

(Sprague) That is correct.

Q. Okay. Turning to Bates Page 000025, Figure 2, could
one of you describe what's shown in Figure 2.

A.  (Sprague) Okay. So, Figure 2 is a combined vie w of
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2000 to 2011, it shows a decreasing reliability,

meaning customers are tending to experience more

[WITNESS PANEL: Sprague~Letourneau~Sankowich~C hong]
reliability from 2000 to 2011. This is exclusive of
major storm events that meet the PUC Major Storm
criteria, scheduled outages and off-system power
supply. And, what you see here is, again, anothe r--
another chart that has multiple Y axes. The axis on
the left is what's called "SAIDI", or the "System
Average Interruption Duration Index". And, in no rmal
speak, that's, if you take the average customer o n our
system, they would have experienced -- SAIDI says how
many minutes of outage time they, on average, the y
would experience, | mean, in that given year.

"SAIFI", which is on the right-most Y
axis, is the "System Average Interruption Frequen cy
Index". And, this is the measure of how many, on
average, how many interruptions a given customer
experiences for a given year.
Now, if | was to draw a trend line from left to right
on that graph, what would the slope of that line tell
me?
(Sprague) The slope of the line, and | believe the
reason why we had proposed this Reliability Enhan cement
Program, is over the ten or eleven year period, f rom
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outages and longer duration.

And, you said earlier that this was a "combined
So, if I turn you to Exhibit 2, the response to S
1-3, there are two pages with color graphs in the

(Sprague) Correct.

So, by "combined”, could you explain what you m
"combined"?

(Sprague) Yes. The Staff 1-3, Attachment 1 and
Attachment 2 show -- is for our Capital and our
Seacoast operating centers. So, if you were to t
the combined effect of these two and add them tog
you would get Figure 2 on Bates Page 000025.
And, by looking at these separately, it helps y
some conclusions that might not be as evident as
looking at a combined graph?

(Sprague) That is true. When we do our reliabi
analysis, we actually complete our reliability an
per operating center, and projects are defined pe
operating center. That, | believe, if you were t
a trend line through both of these over this same
frame, they would still both be indicating a wors
trend in reliability.

Yes. As | look at Attachment 2, for the Seacoa

know, the lines appear to be up and down. If I |
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[WITNESS PANEL: Sprague~Letourneau~Sankowich~C hong]
Attachment 1 for the Capital, could you explain, is
there any major reasons for what has happened fro m 2009
through 20117

A. (Sprague) From 2009 to 2011, the Capital system
experienced some, | don't know if you'd say "odd" types
of outages, but, during that time frame, they
experienced several vehicle type of accidents, wh ich
ended up being very long duration, very big circu its,
that took a long time to repair. One was a -- li ke a
dump body type of truck, drove out of a driveway, out
in Epsom, grabbed the telephone wire and pulled d own
several poles. And, you know, that circuit serve S, |
forget off the top of my head, but | believe it's over
2,000 customers. So, you know, once you start ge tting
those long duration type of outages, the customer
minutes add up very quickly, and thus the SAIDI i mpact
on the system increases drastically.

So, I'm not saying that these are, you

know, as repetitive events as trees or something that
can be as easily remedied. But, in that time fra me, it
seems they had a little bit of a stretch of bad | uck.

A. (Letourneau) We also had a microburst, if you r ecall,
in that time frame, that effected our distributio n

circuit in?
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A. (Sprague) Bow.

A. (Letourneau) -- in Bow, which was, again, a ver y
unusual event. But it literally picked up traile rsin
a trailer park across the road from our sub -- fr om our
circuit, and actually caused quite a bit of damag e.
And, it's one of those events that doesn't ever r ise to
an exclusionary event, because it's just a small area,
and it's, you know, it's one interruption, essent ially,
that ended up creating quite a bit of customer mi nutes
and adding to that total as well.

Q. Along that line, if we refer back to Bates Page 000026
of Exhibit 1, at the top of the page you list som e
factors that are not included in the graphs. And , in
Table 17, you discuss some other storms that don' t
qualify as "major storms", for instance, the micr oburst
that Mr. Letourneau just mentioned. So, could on e of
you just please address, so it's clear, what's on the
graphs that we were just looking at and what is n ot?

A.  (Sprague) Yes. If you look at Bates Page 00002 6, under
Item 4.2, where it says "Summary of 2011 Performa nce",
you'll see four bullets. You see a "June 9th-Lig hting
Storm" and "August 28th", which was "Hurricane Ir ene",
"October 29th", which was the October snowstorm, and
"November 23rd", which was, | believe, the Thanks giving
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snowstorm. Those four events rose to the -- or,

the PUC Major Storm criteria and have been remove

the data that you're looking at.
The five events down below,

"February 25th", "April 1st", "September 5th", "O
27th", and "December 8th", those are included in
information on the charts.
Basically, if I look at the top of Page 000026,

a definition of "major storms”. So, the ones tha
not included in the graphs qualify as "major stor
and the ones in Table 17 do not?

(Sprague) Correct.

And, the idea there is, if you include major st

the graph might be skewed quite a bit?
(Sprague) Correct.

Thank you. Just quickly, turning to Bates Page
similar to what we just discussed with the graphs
correct to say that Table 18 is combined for the
Capital and Seacoast regions?

(Sprague) That is correct.

And, Exhibit 2, in the response to Staff 1-4, y
provided separate information for the Capital and
Seacoast regions?

(Sprague) That is correct.
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Q. Now, without getting into a lot of detail in th e
studies, | just want to make sure, in case anybod y's
going through these, to try and clarify something f
| look at Bates Page 000040, could someone addres S
what's shown in Table 2, "Contribution of
Subtransmission Outages"?

A. (Sprague) Yes. This table is a little hard to follow.
What this table is trying to identify was the imp act
that subtransmission line outages or lines that f eed
substations, the impact that those outages have o n

individual circuits. So, this table inadvertentl y
makes it look like we have a lot of outage events on
the subtransmission system. And, it's just -- th at's
not the case. That's just the way that it's orga nized,
it's organized by circuit, and not by subtransmis sion
line. So, if you were to combine the first four lines,
those are all a "37 Line" event.

Q. So, when it says for those four circuits that a re on
that line that there were "2 events" showing for each
circuit, those were really the same two events?

(Sprague) Those were the same two events.

Q. Okay. It affected the same subtransmission lin e, but
those circuits are all on that line?

A. (Sprague) Correct.
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Q. Okay. And, just moving to Attachment -- | may just go
with Bates Page numbers instead. If we go to Bat es
Pages 000085 and 000086, Mr. Chong, | want you to get
back in here. Looking at Schedule 2 on Bates
Page 000086, down in the middle of the page, two lines
down from the subheading that says "REP Plant Add itions
Step Adjustment”, there's a line that says "Less: REP
Depreciation”, and it's shown as a negative, and it's
additive to the amount above that. Now, am | cor rect
that typically depreciation is shown as a reducti on,
correct?

(Chong) Yes. That's correct.

Q. So, inlooking at Page 000085, the second table , the
details of the depreciation calculation, am | cor rect
that the reason why there's what looks like an an omaly
here of an addition is mainly related to the cost of
removal of certain projects?

A. (Chong) That's correct. We book cost removal - -

(Court reporter interruption.)

CONTI NUED BY THE W TNESS:

A. (Chong) That is correct. We book cost removal and
accumulated depreciation.

BY MR. MULLEN:

Q.  So, on Page 000085, while it shows that there's a small
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amount of depreciation for those various projects , as
we look at the line that says "Total Depreciation "
it's really the net effect of depreciation, which works

one way, and cost of removal, which goes the othe rway?

A. (Chong) That's correct.

Q. And, finally, right near the bottom of Page 000 086,

there's a "Rate Case Expense Adjustment” that you

addressed in your opening comments of a little ov er
$11,0007?
(Chong) Yes.

Q. And, that was a result, as it says in Footnote 3, of

the Staff's audit of those rate case expenses?
(Chong) Yes, that's correct.
Q. And, the Company agreed with those adjustments?
A.  (Chong) We did.
MR. MULLEN: Thank you. | have nothing
further.
CHAIRMAN IGNATIUS: Thank you.
Commissioner Harrington, any questions?
CMSR. HARRINGTON: Yes. Just a couple.
Sort of just some general ones, and whoever is th e most
appropriate can answer these, | guess.
BY CMSR. HARRINGTON:

Q.  When we're looking at those graphs before, when we were
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talking about the projections of how many interru ptions
and total minutes of the lost customer connection would
be saved, and I'm guessing it's probably too earl yto
actually have any results yet, because this is fr om
year 2011, when this started?

A. (Witness Sprague nodding in the affirmative.)

Q.  So, -- and nodding doesn't work, he will tell y ouina
second.

A. (Sprague) That is correct.

Q. But, when you do get results, which presumably will be
fairly shortly, you'll be analyzing what happened in
2011 based on your expenditures and your estimate S,
what is your product going to be then? Are you g oing
to come out with something that says "we estimate d that
we would save, you know, X amount of interruption son
this particular one mile section of line, and, in fact,
the results were something different™? Obviously , it's
not going to be exactly right, because you're dea ling
with averages here.

A. (Sprague) Right. It's really kind of a difficu It --a
difficult analysis to complete, because there are
different events that happen every year. What we would
generally do is, if we implement a project in one year,
the next year we would -- we would generally revi ew
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that to see if the types of outages that we were

to eliminate were eliminated. You know, if we di
trimming in a certain area, we'd double check tha
and say "did we reduce the amount of tree-related

problems?"

To get down to the exact number of

events that we might have eliminated, it's almost
impossible to get that number, because of the var
in the weather and the conditions on a yearly bas
Now, in the weather, | know that that would ten
lend itself to a normalization approach. But, an
looking at some of your other things, like car
accidents and the squirrel population, I'm not qu
sure how you could normalize something like that
determine your base year. So, I'm assuming that
is really no way to normalize these from year to
(Sprague) Not really, no.

Okay. Allright. So, the idea, I'm just tryin

figure what we're going to get as a product as a
of this. There will be some type of analysis tha
go back and say, you know, "based on what we've s
and the amount of actual interruptions and minute
lost, we think it was, you know, it's possible,

obviously, this is doing us some good based on th
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A. (Sprague) Right.

Q. Because, | mean, it is possible you could go ba ck and
look at this and say "we spent a lot of money on
vegetation management, and it really didn't chang e
things too much. So, maybe this isn't the wider --

wisest course of action." That's what I'm trying to
sort of get to.

A. (Sprague) Sure.

Q. Is how would you assess this to make it -- to g o and
then go back and reevaluate your program in upcom ing
years and say, "okay, what should we do different "

A. (Sprague) Sure. As Mr. Mullen indicated earlie r, if
you look at the trend of our system level perform ance
from a SAIDI and SAIFI standpoint, our goal is to take
an upward slope and to move that to flat, and the nto
decreasing. And, | believe that it's going to be that,
that level of view on this, to see "is the progra m, you
know, the combined program, successful or not?"

A.  (Letourneau) And, when it comes to some of the specific
programs, like vegetation control, some of the pr ograms
are easier to measure, and vegetation control is one of
them. We know how many tree-related outages we h ave in

a year, we know how many customer minutes are

attributed to tree-related outages. So, that's
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[WITNESS PANEL: Sprague~Letourneau~Sankowich~C hong]
something we can really target and look at for a
reduction in our tree-related outages. For other types
of target programs, like four and a quarter inch disk
that Mr. Sprague spoke about earlier, we track ho w many
outages are associated with that type of equipmen t.
So, if we're out and we're replacing that type of
equipment, we should expect a corresponding reduc tion
in outages associated with those types of equipme nt.

Q. Okay. And, just a couple of other questions th en. On
the "un-fused laterals" you mentioned, I'm assumi ng
that, given the numbers, that this is a policy th at you
do not install any new laterals un-fused? | mean you,
back then, you never mentioned that, I'm assuming it's
the case?

A.  (Sprague) Yes. These are historic laterals tha t have
been un-fused for a period of time.

Q. And, you mentioned, you know, "infrared surveys "
assume a lot of these are at a substation level o n
transformer connections, et cet er a. Is this something
that you've never done in the past or you're just doing
with a higher frequency or --

A.  (Sprague) We've always done our substations and our
subtransmission lines on an annual basis. What w e're
doing is we're taking that same technology and pu tting
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it out on -- or, moving it to our distribution
circuits. Which, up to this point, has really ne ver
been done, and it's rather a new approach across the
industry, to take that technology and use it on t he
distribution system.
Q. So, | assume you're looking for hot spots in
connections mostly then?
(Sprague) Exactly.
Q. Okay. And, just kind of switching gears here a little
bit on the vegetation management. Most of the
discussion, and, in fact, it was almost exclusive ly, it
sounds like, on distribution level. | mean, we h ave
had problems in the past, in the Ice Storm, as we Il as,
not necessarily in your service area, but in the
October Snowstorm, | believe it was in Connecticu t,
where we actually lost transmission lines due to trees
coming down. Is any part of this program looking at
that? | know it's a little harder program to dea I
with, because you're talking about, you know, muc h
bigger trees further away.
A. (Sankowich) Yes. The Reliability Enhancement P rogram
portion, through engineering, is focused on the
subtransmission. So, their recommendations were to
focus on the reliability-related improvements com ing
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>

> o » ©

from doing enhanced tree trimming on the
subtransmission lines.
Okay. When you say "subtransmission lines", is
transmission lines --
(Sprague) Right. And, for Unitil, --
Yes.
(Sprague) -- everything that we own is classifi
"distribution".
Okay. Because it's under 69.9, is that it?
(Sprague) Yes.
Okay.
(Sprague) The highest, the highest voltage leve
we have is 34 and a half kV. However, we have so
lines that act like --
Transmission.
(Sprague) -- "transmission lines". Still 34 an
kV, express lines through the woods, serving
substations.
Okay. | see what you're saying.
(Sprague) We call that, in right-of-ways, that
maintained like right-of-ways, we refer to them |
"subtransmission lines".
So, it's transmission by any other name, but it

a little smaller in voltage?

that

ed as

| that

me

d a half

are

ike

'S just

{DE 12-055} {04-24-12}




10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

59

there will be some push-back. But we think that,

[WITNESS PANEL: Sprague~Letourneau~Sankowich~C hong]

A. (Sprague) Exactly.

Q. Okay. And, those are included in the program t hen?

A. (Sprague) Yes. The enhanced trimming that Ms.

Sankowich was talking about actually identified t hree
subtransmission lines for that enhanced trimming.

Q. And, you had mentioned you hadn't gotten out to the
point of actually asking for permission to trim o n some
of these things yet. Do you anticipate this is g oing
to be a problem? | mean, there's always that

back-and-forth in New Hampshire on the law that a llows
someone to say "no, you can't trim my trees on my

property, even if it's going to take out these po wer
lines." Do you have any feel for what's there or ,
because of recent outages that the whole state

experienced, that people will be a little more

cooperative on that?

A.  (Sankowich) We feel that there will be some pus h-back
from certain customers. And, that education and
reminding them of the events that just happened w il be
a good tool to be able to turn them around. We h ope to
get as much cooperation as possible, but there ar e
always certain customers that don't agree with
everything that's going on. So, we do anticipate that
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because of the recent storm events, that we will have
more favorable reaction to the work that's happen ing.

CMSR. HARRINGTON: Okay. Thank you.

CHAIRMAN IGNATIUS: Commissioner Scott.

CMSR. SCOTT: Again, whoever feels most
-- who would like to answer the question, you may ,
obviously.

BY CMSR. SCOTT:

Q. First, | want to ask the obvious question. Whe nwe
look at the frequency and duration curve we were just
discussing, again, the obvious to me is why is th is
increasing?

A. (Sprague) The one thing that we didn't show as part of

this, which was actually shown when we were going

through our rate case and recommending the REP pr ogram,
is, over the past decade, we have seen an increas ein
the number of severe weather events. Now, I'm no t
talking necessarily the Ice Storm and, you know, these
excludable snowstorms, but what we're seeing is a n
increase in the number of thunderstorms. And, yo u
know, those mid-size storms which come through cr eate a
lot of damage, but not enough to kind of reach th at
exclusionary level. And, you can see the effect of

that in this chart.
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A. (Sankowich) From a vegetation management perspe ctive,
the forests are also aging. We have aging forest s that
tends to drop branches and limbs. And, that's, y ou
know, happening over the course of these years as well.

Q.  That's kind of where my question was leading. Has
there historically been programs that would addre ss, |
assume, obviously, routine maintenance of the lin es and
cutting and that type of thing, and has that fall en
off? Is that what we're seeing also or --

A. (Sankowich) There's historically been a program to
manage vegetation management, and that's continui ng.
It's just expanded due to the consultants that ca me in
and did an assessment. And, they looked at the a ge of
the forest, the growth-type species, and recommen ded
some improvements related to what they found in t he
actual field studies. It's just advanced to meet
what's actually happening in the field.

Q.  Also, | wonder if you could articulate a little bit
more on the difference between "system hardening" and
“routine replacement and upgrades"?

A. (Sprague) Right. So, a "routine replacement an d
upgrade” would be for a particular type of equipm ent.
The industry, over the past eight to ten years, h as
experienced an increase in the failure rate of po tted
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porcelain cutouts. At various levels, companies have
chosen to address this concern by replacing these , to
eliminate the possibility of outages. That would be --
that would be like a "normal” kind of replacement

A "system hardening" project would be
something more along the lines of trying to elimi nate
an outage. For instance, replacing open wire wit h
spacer cable that would be more resilient to tree
contact, and less likely to cause an outage if a tree
came in contact with it. That would be a type of
"system hardening" activity.

Another type of system hardening
activity might be a recloser. You know, allowing that
automated reclosing cycle to try to clear the fau It
before it becomes a sustained outage. Or even,y ou
know, more advanced, a distribution automation sc heme
that could sense where the fault is, automaticall y
sectionalize and transfer load between circuits, and
kind of almost self-heal itself and minimize that , you
know, outage to the smallest amount of customers.
That's helpful. Thanks. Also, and you've allu ded to
it, obviously, and it's -- reliability, obviously , IS
very important for the customers. | assume you'v e also
looked at the cost of the plans we're talking abo ut
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with the cost of repair to bring, you know, resto ral?

A. (Letourneau) Yes.

A.  (Sprague) Yes. | mean, I'm not sure | could ha nd you
an analysis that says that. But we have our annu al
budget for responding to these smaller type weath er
events. And, obviously, the fewer outages we hav e, the
less cost that we're going to have responding to these
other events.

Q. Thankyou. And, on the Vegetation Management P lan, |
notice that the brush removal, you have a stateme nt, |
forget where it is, basically, that, for 2012, yo u're
not going to be doing that, is that correct?

A. (Sankowich) Yes. That has not begun yet. We'r e
working through the step adjustment. So, it
concentrated on bringing the program to a five ye ar
cycle immediately. That was the driver for the b asic

maintenance. And, the hazard tree removal was th e
other major important piece. As we progress forw ard
with our program, we'll be introducing the brush
removal, which is more of an avoided cost of prun ing in
the future, and that will begin next year.

Q. That led to my question, basically. | assume,
obviously, it's cheaper to cut down a sappling th an it
is atree. So, | assume, and | don't know, but, long
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term, that's the better, more cost-effective appr oach,
| assume?

A.  (Sankowich) Yes. And, we do have brush removal built
into our pruning on our five year pruning program . We
are doing brush removal, with herbicide applicati onto
reduce the regrowth, again, the avoided cost of
pruning. The brush removal program targets large r
species that have been left to grow longer that r equire
more time and effort to remove, rather than just

incompatible small brush. So, we are doing a por tion
of the brush program, which is built into our reg ular
program. And, we'll begin the second phase, whic his
really the removal of even larger incompatible sp ecies,
so they don't have to be pruned in the future.

Q. And, along the same lines, and Commissioner Har rington
alluded to it also, with brush removal and all th is,
are you -- | guess it's already been asked, | gue ss, |
mean, is brush removal itself, rather than just t ree
trimming, is that the -- have the same potential for
residential resistance? Have you seen that?

A. (Sankowich) Yes. There is some residential res istance
as well. They like buffer-type areas. So, to co mbat
that, we've looked at maintained versus unmaintai ned
areas. And, it's required in all unmaintained ar eas,
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which is not in front of a customer's house, to r emove
100 percent of all the brush. In the maintained areas,
we also require the removal, unless there is a cu stomer
restriction for that type of work. And, we are t rying
to track and document how much customer restricti on we
have related to that. So far, it's been fairly g ood.
Most customers are okay with removing directly
underneath the line. It's going the ten feet out that
sometimes has restrictions, and we might only be able
to go five or eight feet out, instead of ten feet . But

we remove as much as we can while we're there.

CMSR. SCOTT: Thank you. That's all my

guestions.

CHAIRMAN IGNATIUS: Thank you. A couple

more questions.

BY CHAIRMAN IGNATIUS:

Q.

A.

Mr. Sprague, talking about the infrared pilot p
you had said that it was something that was fairl
in the industry and was getting -- in the report
talks about it becoming more reliable in identify
problems. Do you know any other utilities that h
been using infrared out into the distribution sys
the way you're planning to use it?

(Letourneau) I think | can field that question.

rogram,
y new
it
ing
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tem
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Q. That's fine.
A. (Letourneau) | know that PSNH has a fairly expa nded
program on distribution infrared. We've had meet ings

with them to talk about their program, how it's

administered, and the success of their program. That's
the only -- that's the only utility that I'm awar e of
at this point that's done it on distribution. Th ere

may be others.

Q. And, they have used it enough now to have some data
that makes it seem reliable to you to give ita s hot on
your system?

A. (Letourneau) Exactly.

Q. Isitequipment that you already own or you hav eto
purchase for the pilot?

A. (Letourneau) The pilot -- we don't own the equi pment.
The pilot would be utilizing a contractor that ha s the

equipment, to come in, and we'll identify various

circuits and components. There's a dollar amount that
we have to spend this year. Our goal would be to spend
that money, and then evaluate the results. And, by
"evaluation”, what kind of problems are we findin g?
Are the problems significant enough to rise to a level
of "we should implement the program"? If we were to
implement the program, then we would have an anal ysis
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to do on whether it's something we want to bring
in-house, buy the equipment ourselves, use our ow n
folks, or actually just continue to outsource tha t
continued maintenance program.
That's helpful. Are some of the programs that you're
understanding with this step adjustment funding s hared,
similar programs being done in the Fitchburg syst em?
(Sprague) From a reliability project standpoint , from a
capital standpoint, they have their own reliabili ty
budget, with their own projects that are compared in
very much the same manner as these. So, it's not like
they're -- they're not necessarily competing for the
same pool of funds.
From the infrared standpoint, | don't --
again, they have -- they do the substation, and t hey
have some transmission down there and some
subtransmission. They have been doing it in thos e
areas, but they have not done the infrared survey on
the distribution system.
And, in both the reliability work and vegetatio n
management work, is there a clear allocation syst em to
be sure that any expenses -- that all of the expe nses
that are in New Hampshire rates are for New Hamps hire

only investments and maintenance?
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A. (Sprague) Absolutely.

(Sankowich) Yes.

Q. For any of the projects that weren't completed this
year and would be rolled into the 2012 budget and step
increase proposal, is there -- well, let me ask i tin
reverse. Is there any chance that the step adjus tment

would include investments that might have been

completed in 2011, but, in fact, were not yet in

service?

A. (Sprague) Let me repeat the question back to yo uto
make sure | understand. Is have we asked for -- have
we put anything in our step adjustment for 2012 f or
projects that were not completed? Is that what y ou're
asking?

Q. That's right.
(Sprague) No.
Q. That's the correct answer.
(Laughter.)

BY CHAIRMAN IGNATIUS:

Q. So, even if they had been budgeted to go in, if they
just weren't completed, then they are not include din
this recovery and would be put towards next year?

A. (Sprague) Correct. Only the projects that we h ave

closed to plant, from an accounting standpoint, h ave
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been included in this step adjustment.

This is little odd, but what can a squirrel do

an outage?

(Sprague) You'd think --

(Letourneau) A lot.

(Sprague) Right. Squirrels, for whatever reaso
service transformers. | think it's because they'
warm, they're a nice place to sit, they hum a lit

bit. And, they tend to -- that's a spot that the
to get on, and it's a spot where our equipment, |
parts to grounded parts, tend to be closer togeth
meaning the bushing of the transformer. We -- it
kind of a policy of ours to make sure we have ani
protection on our service transformers. But | ca
tell you we have it on every one of them. Whenev
find one that doesn't have one, we put it on. Bu
there are, obviously, some events where squirrels
get across transformers. And, once they do, thes
service transformers are generally protected by a
So, there's not that, you know, ability for an
automatic reclose type of cycle. It's usually a
repair. You know, the crew goes out, finds out t
was a squirrel, and goes and puts -- you know, re

the fuse and closes it back in. But, generally,

to cause

n, like
re
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find a lot of squirrel activity on warm days in t he
spring and in the fall, is when we get most of ou r

squirrel events.

CHAIRMAN IGNATIUS: Who knew? Oh, |
think that does it for me.

(Laughter.)

CHAIRMAN IGNATIUS: Thank you.

CMSR. HARRINGTON: | had one additional
question.

CHAIRMAN IGNATIUS: Okay.

BY CMSR. HARRINGTON:

Q. Just, you know, | looked at this report, and | think
there's an awful lot of good stuff in here about how --
everything that you've done, your approach, and h oW you

got there and everything. But I'm still a little :
maybe I'm just missing it or whatever, on the ana lysis
of the results, | mean, | know this is new and it

hasn't been -- | wouldn't expect to see them yet. But,

maybe at this time next year, we expect to see

something where you went back and looked at what you
spent on, looked at what happened, as far as cust omer
minutes and interruptions, and then analyze wheth er
this was the best course of action, that you want it to

continue, if you need to adjust it, or whatever. I
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mean, and no one knows for sure. You're dealing a lot
with probabilities, so you never can be sure on t his.
But | would hope that, you know, maybe the next t ime we
see this, we see something more on, "now we've an alyzed
the results, and we've had some time to look at i t",
and now we're going to make a slight adjustment h ere or
there based on that." So, it's more like, | gues S, a
comment than a question.

A.  (Sprague) Sure. And, one thing to just keep in mind,
that these projects actually get implemented over the
period of the year or over the course of the year . So,
some of these projects that you see that were com pleted
this year were actually completed in November or
December of this year. So, you don't actually ha ve
that full year's worth of experience yet.

Q. Right. Yes, | understand you've started that.

A.  (Sprague) So, you know, sometimes it might take a year
or two years to experience --

Q. Yes. I mean, | suppose you have to implement t he tree
trimming, and then you have to wait a period of t ime to
see how effective it worked.

A. (Sprague) Correct.

CMSR. HARRINGTON: Looking at it the
next day, you can say "we've had no outages, it m ust have
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worked." Well, that's not how it's done.

CHAIRMAN IGNATIUS: Mr. Epler, any
redirect?

MR. EPLER: If | could just take a
moment, | just want to think if there's an area.

CHAIRMAN IGNATIUS: That's fine.

MR. EPLER: May | approach the
witnesses?

CHAIRMAN IGNATIUS: Please.

(Attorney Epler conferring with the

witnesses.)

MR. EPLER: Thank you. | do have one
additional question, --

CHAIRMAN IGNATIUS: That's fine.

MR. EPLER: --just for follow-up.

REDI RECT EXAM NATI ON

BY MR. EPLER:

Q. Mr. Letourneau, if you recall, there was a ques tion
from Commissioner Scott regarding possible causes for
some of the trends, in terms of SAIFI and SAIDI, and
impact. Do you have an additional issue you'd li ke to
bring to the Commissioner's attention?

A. (Letourneau) Yes. When we hired a consultant t 0 come
in and review our vegetation control programs, on e of
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of our towns have passed ordinances that we are
required to have traffic control in all our areas

Some of the years that we looked at, that our

[WITNESS PANEL: Sprague~Letourneau~Sankowich~C hong]
the things that the consultant identified was the
number of tree-related outages. He used several
different metrics, of tree-related outages per mi le,
tree-related outages per 100 customers, etcetera. And,
when you looked at our company and benchmarked it
against other New England companies, our tree-rel ated
outages per mile were higher, we were outside a n orm
that we wanted to address. One of those
recommendations also was to hire a system arboris t,
which is why we brought Ms. Sankowich on board to help
us with that and assess.

But one of the trends that we've seen,

particularly in the last ten years, we've been
budgeting a certain amount of money every year to
complete our Vegetation Control Program that we h ad in
place. But what has -- what we've seen a signifi cant
increase in was the cost of traffic control costs for
the Company has outpaced just about any measureme nt
that we have in terms of cost. It used to be fai rly
simple to go into a town, certain roads we requir e
traffic control, certain roads we did not. Now, most
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consultant looked at, in terms of our costs, we w ere
seeing a lot less money going towards actually tr imming
trees, and a lot more going towards traffic contr ol
Ccosts.

So, | guess, over this time frame, one
of the contributors to those tree-related outages
increasing at a level that we thought we needed t 0 get
our arms around has been that we're trimming less trees
with the money that we have, and we're spending a Imost
40 percent of our entire budget on traffic contro I
costs.

CMSR. SCOTT: Wow.

CONTI NUED BY THE W TNESS:

A. (Letourneau) In addition, you know, the municip als used
to do a lot of their own trimming. They used to hire
private contractors to come in and do a lot of th eir
own trimming. A lot of those budgets have been c ut.
So, we're not seeing as many municipal trees bein g
removed as we used to. So, the combination of th ose
two have contributed a lot to, | think, the incre asing

trend that we've seen over the ten year period.
CMSR. SCOTT: Thank you.
MR. EPLER: Thank you. That's all |

had.
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CHAIRMAN IGNATIUS: Is there any
objection to striking the identification and maki ng the
two exhibits full exhibits?

MR. EPLER: No objection.

CHAIRMAN IGNATIUS: Seeing none. |
think the only thing left, unless there's somethi ng I'm
not aware of, would be closing statements. Ms. A midon.

MS. AMIDON: Thank you. Staff has

reviewed the filing. And, with the exception of the
proposed Pilot, which is a new program, the compo nents are
calculated consistent with the terms of the Settl ement
Agreement approved by the Commission in the utili ty's most
recent distribution rate case. And, similarly, t he
allocation to the customers' classes of the costs are also
properly calculated. And, in that respect, we wo uld

recommend that the Commission approve the filing.

Regarding the proposed Pilot Program for
vegetation management, the Staff supports the Pil ot,
because we believe it's important for the Company to

recognize that they can be proactive, rather than

reactive, to events which cause outages for custo mers.
However, we will be very closely reviewing the as sessment
of the performance of the program at the end, bec ause we
do believe the effectiveness of the program will be a key
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component of evaluating whether we would support
program going forward as part of its standard veg
management activity. Thank you.

CHAIRMAN IGNATIUS: Thank you.

Mr. Epler.

the

etation

MR. EPLER: Yes. Obviously, the Company

seeks approval of its filing as it's been filed.
appreciate the Staff's support, particularly with
to the Pilot Program. That's something that does
beyond what was called for in the Settlement Agre
So, it wasn't something that we had discussed pre
but we had a very productive technical session wi
Staff in reviewing that, and we appreciate the St
support of that effort, and hope that the Commiss
approve it. | think there's some valuable inform
that will come out of that to enable us to make s
choices down the road. Thank you.
CHAIRMAN IGNATIUS: Thank you. |
appreciate you bringing witnesses to help us unde
more of the background, even though there was no
testimony, that was helpful.
And, unless there is anything further,
we will take the matter under advisement. We und

that this is proposed for a May 1 effective date,

And, we
respect
go
ement.
viously,
th the
aff's

ion would
ation

ome

rstand

prefiled

erstand

correct?
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MR. EPLER: Yes.
CHAIRMAN IGNATIUS: We will address it
as promptly as we can. Thank you.
MR. EPLER: Thank you.
(Wher eupon the hearing ended at 11:58

a.m)
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