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PROCEEDI NGS

CHAI RVAN HONI GBBERG W are
here in Docket DE 16-383, which is Liberty
Uilities (Ganite State Electric) Request
for Step Increase. There's a nunber of
filings in the file, and there's sone papers
up here on the desk which I'm sure soneone
will explain to us.

Bef ore we do anyt hi ng el se,
| et' s take appearances.

MR. SHEEHAN: Good afternoon,
Comm ssioners. M ke Sheehan for Liberty
Uilities and Granite State El ectric.

MR. BUCKLEY: Good afternoon,
M. Chairman and Comm ssioners. M/ nane is
Brian D. Buckley. | ama staff attorney at
the Ofice of Consuner Advocate. To ny |left
Is M. Janes Brennan, Director of Finances
for the Ofice of Consuner Advocate. And
we're here representing the interests of
residential ratepayers.

MR. DEXTER:  Good afternoon.
Appearing or behal f of Comm ssion Staff, Paul

Dexter and Suzanne Am don. And joining us
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today is Jay Dudley fromthe Electric
D vi si on.

CHAI RVAN HONI GBERG How ar e
we proceeding this nmorning, M. Sheehan?

MR. SHEEHAN:. Thank you. W
have premarked four exhibits. And since this
case has already had hearings, the first one
for today is Exhibit 21. That is Tab 82 in
t he docket book, which is the first cover
letter with attachnments from M. Mill en.
Exhibit 22 is Tab 86 in the docket book,
which is a March 30 letter and report from
M. Millen. Exhibit 23 is Docket Book 92,
which is testinony and attachments M. Mill en
filed | ast week. And Exhibit 24, which is on
your desk, is the sane bill inpact schedul e
that the Comm ssion saw in prior dockets | ast
week. W have sinply put a docket number of
16- 383, and we left the exhibit nunber bl ank
because we didn't know what it would be until
now. So that would be Exhibit 24. And I
understand Staff has marked a docunent, sone
excerpts fromthe chart of accounts, and that

woul d be Exhi bit 25.
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CHAI RMVAN HONI GBERG M.
Sheehan, can you give ne the dates on 21 and
22 1 think?

MR. SHEEHAN: Sure. 21, which
is Docket Book 82, is a March 16 letter.

Exhi bit 22, which is Docket Book 86, is a
March 30 | etter.

CHAI RVAN HONI GBERG  Thank
you.

Any prelimnaries we need to
deal with before -- we have w tnesses? W
are having wtnesses, right, M. Sheehan?
Yeah. Anything el se we need to do?

MR. DEXTER:  Staff has
not hi ng.

CHAI RVAN HONI GBERG Wiy don't
we have the witness take his position.

W TNESS MJULLEN: " m nmaki ng
sure | have all the attachnents here.

CHAI RVAN HONI GBERG  Just | et
us know when you're ready and we'l |l have you
sworn in.

(Di scussion off the record)

(WHEREUPQON, STEVEN E. MJULLEN was duly
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sworn and cauti oned by the Court
Reporter.)
CHAI RVAN HONI GBERG M.
Sheehan.
DI RECT EXAM NATI ON

BY MR SHEEHAN:

Q Your nane and position with the Conpany,
pl ease.

A. My name is Steven Mullen. |'mthe senior
manager of rates and regulatory affairs for
Li berty UWilities Services Corp.

Q And have you filed various pieces of paper in
this docket, which is 16-383?

A Yes, | did.

Q And is it fair to state the high-1evel
request of the Conpany is to inplenent a step
i ncrease that was approved in the 16-383 rate
case settl enment/order of about a year ago?

A That's correct.

Q "Il turn your attention to what we nmarked as
Exhi bit 21, which is a letter fromyou and
attachnents dated March 16. Do you have that
in front of you?

A | do.
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Do you have any changes that you would |ike
to make to those docunents this norning --

t his afternoon?

| do not.

Exhi bit 22, which is, again, Docket Book 86,
Is a letter and attachnents dated March 30,
2018. Do you have that in front of you?

| do.

And do you have any changes you need to nake
to that?

No, | do not.

Exhibit 23 is the testinony and attachnents
we filed | ast week. Do you have any changes
you need to nake to that testinony?

| do not.

And | ast, Exhibit 24, which was handed out
this afternoon, is a docunent titled "Bill
Cal cul ation Tax Reform and Retail Rate

Adj ustnents.” Do you have a copy of that?

| do.

As to the first three, your letters and
testi nony, although the letters weren't
sworn, do you adopt the statenents made in

those letters and your testinony as your
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testi nony here this norning?

| do.

And can you again give us a very high-Ileve
description of what Exhibit 24 is, the
docunent that was circulated this norning?
Exhi bit 24 shows the overall inpact of

vari ous proceedings that are currently
pendi ng right now that would all have an

i npact on rates effective June 1st, 2018.
This docunent is identical to, | believe it
was Exhibit 5 that was provi ded subsequent to
the hearing in Docket DE 18-034. That shows
the overall bill inpact on a residenti al
customer using 650 kilowatt hours as a result
of the various filings and proposal in the

t ax proceedi ng.

You say it's identical, but there are a few
m nor changes, such as docket nunber and
correction to sone docket nunbers in the
docunent itself; is that correct?

Correct. In the upper right-hand corner,

t his now says Docket No. 16-383. And down at
t he bottom where there's a little schedul e,

there was a -- in Docket DE 18-034, the
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exhi bit that was provided had the 18-034 as
16-034 on a couple lines down there, and that
has been corrected.
And the request that the Conpany is making in
this proceedi ng today is what?
We're requesting in this proceeding to
I mpl enent the step increase in accordance
wth the terns and conditions of the
settl enment agreenent in DE 16-383 that was
approved i n that proceedi ng.
Thank you. | have no further questions.

CHAI RMVAN HONI GBERG M.
Buckl ey.

MR. BUCKLEY: Thank you, M.
Chai r man.

CRGOSS- EXAM NATI ON

BY MR BUCKLEY:

Q

M. Millen, can | ask you to turn to Bates
Page 127 on what | think is Exhibit 23? It's
the May 10th testinony and attachnents. And
this is actually within the attachnents.

' mthere.

Looking at -- just tell nme at a high | evel

what's excerpted here on Bates Page 127.

10
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This is a copy of Attachnment 2 to the

settl enent agreenent that was approved in DE
16-383. And what it shows in the Colum Dis
the limted anount of capital recovery that
we coul d request recovery for in this
proceeding. At the time, the step increase
was planned to go into effect for May 1st,
2018, but due to various filings in this

pr oceedi ng and ot her proceedi ngs, we
voluntarily put that off by a nonth to

June 1st.

And for ny own understandi ng, would the
figure at the bottomof this colum, that
$2.4 million, is that still subject to audit
and reconciliation after the review of the
audi t ?

Costs are always subject to review.

So in other words, that $2.4 mllion could be
adj ust ed downward, subject to review at sone
poi nt ?

Potentially, yes. However, this is a cap on
recovery for this year. And | think in the
filings we nade, we've shown that the total

capital costs were in excess of that.

11
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Right. And it's ny understandi ng, and you
can correct me if I"'mwong, that the capital
costs in excess of that, via the settl enent
agreenent, could be recovered in the next
step, the 2018 peri od.

Well, there's also, if you look in Colum G
there's alimt on the amount of capital
recovery that can happen next year for

May 1st, 2019. But there is a continued
provision in the settl enent agreenent that,
to the extent the costs for both years exceed
the 2.4 plus the 1.635, then we could seek
recovery of any extra in our next rate case.
And so this description here of the 1.635,
that's not to say that that plant isn't
already in service right now It was just a
proj ection of what the cap was via the

settl enent.

That's a projection at the tine we entered
into the settlenent. However, in accordance
with the settlenent, we had neetings wth
Staff and the OCA during which we expl ai ned
that the itens that you would see in Colum G

were accelerated into 2017 to better

12
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coordinate with National Gid. However, we
are still subject to the limtations on cost
recovery. So we would not be able to seek
recovery of those anmpbunts until next year.
And for those anmobunts that are beyond the
aggregate of the two caps, would those be
subj ect, in your opinion, to prudence review
in the next rate case when you request
recovery?

Absol ut el y.

Now if | could ask you to turn to Bates

Page 119, Lines 2 through 6. And M. Mill en,
| want to preface ny next question by noting
that the OCA appreciates your inclusion, in
response to the Comm ssion's efficiency
letter, of further schedules w thin your
attachnents that you filed within your
testinony. M. Brennan and | both found

t hose hel pful.

But | nmust ask you, would it surprise
you to learn that within your 16 pages of
witten testinony, M. Brennan and | both
expected, right up until Page 15, the

penul ti mate page of that testinony, to find

13

{DE 16-383} [HEARI NG ON THE MERI TS] {05-17- 18]




© 00 ~N oo o b~ w N P

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

sone further substantive discussion of the
proj ect associated with the step increase?
Well, in the substantive di scussion of the
project and the need for it, that was all

subj ect to testinony, review, discovery

t hrough the 16-383 rate case. So the need
for that project again was di scussed. It was
part of the settlenent that was entered into.
The Conmi ssion ruled on that settl enment and
found that the settlenent was a just and
reasonabl e result, which included a limt on
recovery of the capital costs for 2017, for
this step increase. So, you know, rather
than -- I'"'mnot sure if you re expecting to
re-litigate the need for the project.

So, to sumari ze what you' ve said there, nore
or less, you're saying that in the
settlenent, the project itself was al ready
agreed to. |Is that nore or | ess accurate?
The project, yes, subject to the cost
recovery limtations in the settl enent.

And is it your position that the nanner in
whi ch t he Conpany undertook the project would

continue to be subject to a prudence review

14
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within the next rate case if it continues to

fl ow beyond the cap?

Sur e.
No further questions.

CHAI RVAN HONI GBERG M.
Dext er.

MR. DEXTER: Thank you,
M. Conmm ssioner -- M. Chairnman.

CROSS- EXAM NATI ON

BY MR DEXTER

Q

So, M. Mullen, I'd like to try to zero in on
what's at issue in this case. And | think
the best way to do that would be to go to
Bates 128 in your May 10 testinony.

' mthere.

So could you explain briefly, referring to
this page, what's at issue in this case, what
it is that the Conpany is seeking to recover.
There's really two itens. On Line 1, that's
t he revenue requirenent associated wth the
limted $2.4 million capital costs for the
project that were laid out in the attachnent
we were just looking at. And on Line 4, that

Is a provision for additional rate case

15
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A
Q

expenses, again, in accordance with the
settl enment agreenent in 16-383. And that is
to deal with rate case expenses that were
not -- we had not received all of the
i nvoices at the tinme of the settl enent
agreenent. That nunber, 82,353, is an
annual i zed nunber. |If you | ook down at
Footnote 4, the total additional rate case
expenses were 48, 000. However, the rate --
since we're using annual revenues to figure
the rate i npact associated with this, this
mrrors exactly howwe did it in the
settl enent agreenent. You have to do it on
an annual i zed basi s because the remaining
period of time, there's only a portion of the
year.
Soif | were to take the nunber on Line 1 of
Bates 128, the 289, 000, and the nunber on
Li ne 4, 82,000, and add those up, would | get
t he nunber on Exhibit 24 that's | abeled "Step
Adj ustnent, " of 371 -- 372, 0007

(Wtness revi ews docunent.)
Yes.

Ckay. So then I'd like to turn to

16
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A

17

Exhibit 21, which is the March 16th letter
And 1'd like to go to Attachnent AL There's
no Bates stanp. Third page in. And if you
woul d, please indicate the differences

bet ween Attachnent A on Exhibit 21 and Bates
128 on Exhi bit 23.

The differences are, on Line 1, the nunber is
314,404 as conpared to 289, 348. The
difference there has to do with
re-calculating the tax gross-up. And that is
reflected in the docket that we'll be tal ki ng
about later this afternoon. The other
difference is on Line 4. The rate case
expense anmpunt of 72,058 differs fromwhat we
t al ked about as the annualized anmount of
82,353, and that is sinply a functi on of
using a June 1st effective date rather than
May 1st.

So for purposes of the Conpany's proposal as
It stands now, we woul d be best to | ook at
Exhi bit 23 rather than Exhibit 21, at | east
as far these two pages are concerned; is that
correct?

That's correct. And a ot of that has to do,
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really, with two factors: Moving the
effective date to June 1 and figuring the

i npact of tax reformto mrror the other
docket .

Ckay. So, turning then to Exhibit 23, the
first line, 289,348, could you indicate how
t hat nunber is derived.

Yes. |If you turn to Bates 129, the
calculation is presented there.

Ckay. Could you describe what this

cal cul ati on shows, pl ease.

Cal cul ation begins on Line 2 wwth the capital
limt that we spoke about of $2.4 mllion.
On the next few lines there's tax
depreci ati on and book depreciation. You
figure the differences between that, and you
get a deferred tax balance. Starting on
Line 16, there's a rate base cal cul ati on that
I ncl udes plant in service, accunul at ed
depreci ati on and deferred tax bal ance that
was cal cul ated on Line 13. Starting bel ow
Line 21 is the calculation of the revenue
requi rement, where you figure return on rate

base, depreciati on expense, property taxes

18
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19

and i nsurance and conme up with an annual
revenue requirenment of 289, 348.

So if we were to |look at the nunber on

Line 2, Capital Spending, is it correct that
that $2.4 mllion is broken down into two
parts on Bates Page 127; and if so, could you
show us which two parts?

Yes. It's broken into 2 mllion for the

Pel ham Subst ati on, addi ng a second
transforner in a feeder position, and 400, 000
for the new 14L4 feeder.

Ckay. So | have sone questions about both,
but I'd like to start with the substation.

So could you explain exactly what's in the $2
mllion.

The $2 million is a capped nunber, so | can't
tell you exactly what's in it because there
were nore capital costs than that. That $2
mllion in this schedule is the anount that
was agreed to as part of the settl enent
agreenent for limting cost recovery.

Ri ght. But what nmakes up the $2 mllion?
What nakes -- it's a nunber that was agreed

toin the settlenent for purposes of that
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20

particular itemin the schedul e.

CHAI RMVAN HONI GBERG M.
Mul | en, what you're saying is the spending
was actually higher than $2 nmillion; correct?

W TNESS MULLEN:  Correct. So
| can't give a breakdown of what's exactly in
the $2 mllion.

CHAI RMVAN HONI GBERG M.
Dexter, would you |ike a breakdown of what's
i n what ever the higher nunber is? |Is that
what you're | ooking for?

MR. DEXTER  Yes.

CHAI RMVAN HONI GBERG I s that
sonet hi ng you can do, M. Millen?

W TNESS MULLEN:. Well, I'm
trying to nake sure | understand the
questi on.

CHAI RMVAN HONI GBERG How nuch
did you spend total ?

W TNESS MULLEN: The total
spendi ng was included in both Exhibit 21, and
it was also included in Exhibit 23.

CHAI RVAN HONI GBERG Wl |,
we're in Exhibit 23, so why don't we find the
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21

nunber in Exhibit 23.

W TNESS MJULLEN: I wll. I
know it's in the testinony.

CHAI RVAN HONI GBERG O f the
record.

(Di scussion off the record)

W TNESS MJULLEN: I f you | ook
at the bottom --

CHAI RVAN HONI GBERG Hang on,
hang on. Sorry. Al right. Go ahead.

W TNESS MJULLEN: I f you | ook
at the bottom of Bates 113 in Exhibit 23, the
| ast line, Line 22, gives the final capital
costs of both of the projects. It was
4,464, 414 for the Pel ham Substati on and
446,562 for the two getaway cabl es at that
substation. And again, that includes
spending from-- that includes activity from
2018 that was noved forward into 2017 to
better coordinate with National Gid.

CHAI RVAN HONI GBERG M.
Dexter, 1'Il turn it back to you.

MR. DEXTER:  Thank you.

BY MR DEXTER
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22

So is it a fair characterization of your
testinony that the 2 mllion is a subset of
the 4,464, 4147

Yes.

And is it also a fair characterization of
your testinony that you can't tell nme what's
inthe 2 mllion beyond that? |s there any
other informati on you can add about what's in
the 2 mllion?

In order to break that down, I'd have to
figure out which anbunts 1'd want to include
in the 2 mllion of the 4.4. And | think,
you know, you could... | think everybody in
this roomcould come up with different
nunbers. But, again, the 2 mllion was the
limted capital recovery.

Ckay. So the four mllion four -- let ne
back up.

So I'mlooking now at... |I'm | ooking now
at Page 127 in Exhibit 23. And there are two
Colums, C and D, that are nmarked "2017
Pl anning Criteria I nvestnment Exclusion" and
2018 Planning Criteria | nvestnent

Exclusion.” Could you explain what those
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23

colums are, please.

Yes. During the rate case, there was --
Staff's consultant had a different view of

pl anning criteria that we had changed, and
there were certain projects that, for

pur poses of while we were going to spend
noney on them they were not all owed for

pur poses of the step increase. The 14L5
feeder position basically carries through to
both years. There are no costs for that in
this request, in this $4.4 nmllion.

Coul d you repeat that |ast sentence, please?
There are no costs in the Conpany's request
related to the 14L5 feeder, the pl anning
criteria project, that was included in this
schedul e.

Inthe 2 mllion or the 4.4 mllion?

Ei t her.

Either. GCkay. So, the 4.4 mllion, then, is

any of the -- does any of the 4.4 -- the
4.4 -- sorry. Let ne start again.
Is it correct that the 4.4 mllion only

has to do with the substation and not the

f eeder ?
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Correct.

And in Colum E there's a figure of

$1, 600,000 related to the substation; is that
correct?

Yes.

That's a budget ed nunber; correct?

Yes.

No, I'"'msorry. | picked up the wong nunber.
| wanted to ask you about the $350, 000 in
Colum F that was excluded. That's a
budget ed nunber; correct?

Yes.

So does the 4.4 mllion actual include

what ever assets are behind that excluded
$350, 0007

| don't believe it does, because when we put
this information together, we were fully

m ndf ul of the requirenents of the settl enent

agr eenent .
So the 4.4 mllion does not include any of
t he excluded projects. | think that's what

you just said; correct?
Correct.

Ckay. So the 4.4 mlIlion is an actual
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nunber. And if | wanted to make a conpari son
to what was budged at the tinme of the
settlenent, would a fair conparison be to
conpare that 4.4 mllion to the 2 mllion
figure in Colum D and the 1,250,000 in
Col um G?

(Wtness revi ews docunent.)
| believe that's a fair characterization.
However, | know that when we pl aced the pl ant
in service, the $4.4 mllion al so includes
sone prior year spending that had not been
pl aced in service for -- | believe sone of
t he planning work had started as early as
2014.
Do you know how much of that anount it was?
Not off the top of nmy head, | don't.
And the project is conplete. | think you
said it's been placed in service.
Yes, placed in service in 2017.
So, ignoring what m ght have been in the
account for prior years, if I do a rough
cal cul ation that the actual expenditures cane
in about 1.2 mllion higher than the

proj ected expenditures, would you agree wth
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t hat ?
Well, | agree that's -- but | don't agree
t hat you can exclude the prior years because
that's -- | nmean, if you' re | ooking at these
two years of spending, that's one thing. But
iIf you' re |l ooking at the project as a whol e,
that's anot her thing.
Well, let me phrase the question differently
t hen.

Can you tell ne the difference between
t he actual expenditures versus the $2 mllion
budgeted figure in Colum D on Bates 28 --
I"msorry -- Bates 1277

(Wtness revi ews docunent.)
| can't tell you off the top of ny head, no.
Is there soneone in the roomyou can consult
w t h?
No, there isn't.
Ckay.
If I can also...
(Wtness revi ews docunent.)

I"mreferring to the settl enent agreenent in
16-383. I1'mnot sure if you have that in

front of you. But | can read --
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Q

| do have it.
Ckay. |I'mon Page 4 of that. The next to
| ast line reads, "The Conpany shall nake a
filing by March 15, 2018, show ng the pl ant
i nvestnments in service, and used and useful,
by Decenber 31st, 2017, the cost of the
I nvest nents broken out by Pel ham and
Charl estown, and a cal cul ati on of the revenue
requi rements associated with the
i nvestnents,"” et cetera. So when you | ook at
that, the wording of the settlenment talks
about show ng the plant investnents in
service, and used and useful, by
Decenber 31st, 2017, and that's what's
represented by the $4.4 nmillion.
Ckay. So let's go back to the gross nunber
of 4.4 mllion, which I think you said
relates to the $2 mllion on Bates 127, that
that's -- no. I'msorry. Let nme rephrase
t hat questi on.

O the $4.4 mllion actual, how much of
that relates to the $2 mlIlion budgeted in
Columm D on Bates 127? Trying to break it up

by year, basically, | guess.
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And | think |I previously answered | don't
have a breakdown by year right now. The 4.4
was the total that was placed in service in
2017.

Ckay. So then please descri be what nmakes up
the 4.4 mllion.

All the costs of the substation project.

Can you be nore specific?

Well, as described in the testinony of
Christian Brouillard and Steve Hall in
16-383, | nean, | can read that testinony in
here. | don't have the exhibit nunber from

that earlier part of the proceeding, but it's
on Bates 368 of that testinmony. And there's
a description that tal ks about the Pel ham
subst ati on upgrade and the types of work that
are going to be done there.

"The Pel ham substati on was constructed
in the 1970s. The original substation
transformer is still in service and has
exceeded its thermal | oading capability. The
substation is supplied by a single
transm ssion |line and a single transforner.

Granite State wll install two 13kV feeder
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posi tions, including overhead and under ground
street distribution. National Gid wll
install a second 115kV transm ssion tap |ine,
115kV circuit breaker, and two 115/ 13kV
transforners. The project will provide for
redundant transm ssion supply and
transformati on and all eviate the overl oad
condition on the existing transforner
installed in the 1970s. It will reduce
feeder | oading to conport with Granite
State's planning criteria allow ng for
i mproved reliability and storm contingency
performance. As part of this project,
Ganite State wll replace the existing 1970s
vi nt age getaway cables with new cabl es.”

And again, the need for this project was
litigated earlier in the proceeding.
Were there any significant changes to the
desi gn of the substation between the
description that you read from March 2017 and
now?
' mnot aware of any, but of course | wasn't
involved in building the project. | will say

that sone of what | just read which had to do
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with the planning criteria are aspects of the
project that were not all owed for purposes of
t he step adjustnent.

So | guess I'll ask the question nore
directly. Ws the project built as outlined
in DE 16-383, or were there significant
changes?

To ny know edge, it was built as expected. |
nmean, granted, anytine you do a project,
sonetines you're going to have tweaks to the
pl anning. But | am not aware of anything
that significantly changed the scope of the
pr oj ect.

Can you descri be any of those "tweaks" that
you nenti oned?

| cannot. I was not involved in that, in the
actual construction of the project.

So we don't really know whet her there were
"tweaks" or not. Is that a fair --

As with any project, there's going to be
tweaks. You're going to run into sone sort
of design changes you have to do because of a
condition you run into. Those can work

either way. Sonetinmes they can increase the
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cost, sonetinmes they can decrease the cost.
So you expect that there were design changes,
but you don't have any details to provide.
Is that a fair summary?

Yes, because just as with any capital
project, there's always going to be sone
change.

So the testinony that you referenced from
DE 16-383 indicated that the original
transforner had, quote, "exceeded thernal

| oadi ng capacity.” Do you recall the |evel
of this exceedance or overl oad?

| do not.

Do you know if the project as constructed
remedi ed this exceedance of thernal | oading
capability?

The project is operating as it was desi gned
to take care of the conditions that it was
needed for.

Do you know how much excess capacity, for

want of a better term was built into the new

transforner to address this problenf
| do not. Again, this issue was thoroughly

revi ewed and subject to discovery and al ready
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agreed to.

Q Do you know how |l ong the new transformer is
expected to |l ast?

A. What ever its useful life is. Again, |I'mnot
t he person to answer on the physical
capabilities or lives of the actual
equi pnment .

Q Later on, on that page, on Page 368, it says
that the project "will reduce feeder | oading
to conport with Granite State's pl anning
criteria, allowing for inproved reliability
and stornifcontingency performance.” Do you
know i f those goals were net by the project
as constructed?

A As | said, the project is operating as it was
desi gned. And again, the statenment about the
pl anning criteria is costs that aren't even
t he subject of this proceedi ng because they
were not allowed pursuant to the step
adj ust nent .

Q Were the projects that were |isted as
pl anning criteria exclusions built, to the
best of your know edge?

A | don't believe -- I'"'mnot sure -- | don't
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think the 14L5 -- | don't think the 14L5 |ine
was run. Beyond that, | can't answer. |
can't answer definitively.

So your March 16th letter indicated that this
proj ect was started back in 2014 and pl aced
Into service in 2017; is that correct?

Yes.

Do you know what led to the three-year
construction tine franme?

Al ways takes a while to plan and go through

t hese projects. Again, this is al

i nformation that was di scussed extensively
during the course of the proceeding. W're
here to i npl enent the step adjustnent that
was agreed to.

Do you know [what] of the $4.4 mllion or the
$2 mllion, if you know, is related to AFUDC?
| believe the 4.4 includes AFUDC.

Do you know how nmuch?

Not offhand. And again, it's in excess of

t he anobunt we can seek recovery of now. That
can all be reviewed in the rate case.

I think you stated that the settlenment was

set up so that the two-point -- $2.0 mllion
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on the substation was a cap; is that right?
That's correct.

And if the project had cone in under

2.0 mllion, you would be seeking recovery of
that | ower nunber; is that true?

Yes.

But that turned out not to be the case;
correct?

Well, again -- yes.

And you can't tell nme why it didn't cone into
the cap | think you testified; is that true?
Wiy it didn't cone into the cap?

Wiy it did not come in under the cap. You
don't know the details of that.

| don't believe | was asked that question.

Ch. Do you know why the project cost nore

t han the cap?

Well, as | nentioned, the project al so

I ncl udes work for 2018 that was noved forward
into 2017 to better coordinate with Nati onal
Gid and to be nore efficient in getting the
proj ect done. This was, again, the subject
of a neeting that was held with Staff and the

OCA back in May of 2017 to explain how that
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was goi ng, which was subject to further
foll owup when we said we were going to
accel erate the project. And, you know, we've
al ready expl ained this.
Q So | want to turn to your testinony.
MR. SHEEHAN. Sorry, Paul.

Where are you?

MR DEXTER |I'mat Bates 113,
Exhi bit 23.
BY MR DEXTER
Q And this testinony, and correct ne if |I'm

wrong, but this testinony tal ks about a

nmul ti - page spreadsheet that was submtted in
connection with the step adjustnent | ast
year. And your testinony essentially says --
and again, correct nme if I'mwong -- that
providing a simlar spreadsheet in this case

woul dn't provi de any useful information or

woul dn't be applicable. |Is that essentially
true?
A That's correct. Because as | explained in

this testinony, that step adjustnent that was
effective May 1st of 2017, there was a |i st

of 89 projects included. And the information
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i ncluded in that spreadsheet was the total
cost of each of those projects. So here
we're tal king about two. So there would be
no need for the nulti-page spreadsheet.

Ckay. Wll, let's see if we can do it on one
page. So let's go to Bates Page 123, pl ease.
And 1'm only asking about the substation at
this point.

Could you fill in Colum 1 for the
substati on? What woul d be the project
nunber ?
| don't have that information. And again,
when we made this filing, we filed it exactly
wthin the -- in accordance with the terns
and conditions that were approved in the
settl enent agreenent as to what information
had to be provided.

Do you know what would go in Columm 2,

Proj ect Description?

Most |ikely Pel ham substati on.

And Columm 3, it's Legal [sic] Discipline,
and there's a couple choices there. Do you
know what the answer woul d be?

Sane as ny answer on Columm 1.
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You don't know.

Do you know t he FERC account ?

Overall, the FERC account that we've used for
this project is Account 362.

And again, these questions go only to the
substation. |I'mgoing to ask the sane
questions |ater for the feeder.

So the next columm tal ks about whet her
it's a blanket-specific program Do you know
what the answer woul d have been?

Wll, I would have to -- if | had to offer an
educated guess, | would say specific. Again,
if you're trying to say that this does not
provide the infornmation that's required in

t he settl enent agreenent, | certainly

di sagree with that because that was not
required.

| understand that. | just want to get the

i nformation on the record.

Could you tell ne what budget class this
woul d fall into?

Based on the description that was in the
testinony | read earlier, it would nost

li kely be a few things: Asset replacenent,
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reliability and | oad-rel at ed.

And the priority?

| couldn't tell you. | don't fill those out.
And the final spent figure, would that be the
4.4 mllion?

Yes, it woul d.

Ckay. So while we're here, 1'd |ike to ask
you the sane questions with relation to the
feeder that we'll talk about in a mnute.

But while we're here, 1'd like to ask you the
sanme questions. Do you know the project
nunber ?

Il will give you the project description is
the feeder, and the final spending is the
440- sonet hi ng-t housand dollars that was in ny
testinmony. As for the other colums, it's

t he same answer | gave previously.

Ckay. So let's tal k about the feeder project
for a mnute then. So | guess ny first
question is: Do you know what the 14L4
feeder is? Wat does it do?

It's one of the feeders on our system one of
our distribution feeders.

And what does that nean?
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Provi des power to custoners.

So it's between the substation and the
custoners, or is it between the transm ssion
| i ne and the substation?

It's between the substation and the

cust oners.

Now, M. Brouillard and M. Hall, back in

DE 16- 383, on Page 368 that you referenced,

i ndi cated that the Conpany planned to include
over head and underground street distribution.
Do you know i f that happened?

As part of the project, if that's how the

proj ect was planned, | would say so, yes.
And do you know what the... | think we've
covered that. ['ll start again.

So let's go back then to Bates 123 in
your testinony. |It's the page | was just
| ooking at wwth the various descriptions. |If
you go up about nine lines fromthe bottom |
see an account called "Pel ham New 14L4
Feeder." Do you see that?
| do.
And woul d you agree that the cost included in

the step adjustnent |ast year for this was
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143, 1957?

That's the anmount on that line. But |I'm not
going to agree that that's the sane work;

ot herwi se, we'd be receiving recovery for it
twice. There was other work done --

Excuse ne, M. Millen. | just asked you if
that 143 was included in the step adjustnent
| ast year.

It was.

Ckay. Now | was going to ask you, could you
tell me the difference between that |ine and
what's included in your filing in this case
for the feeder on Bates 127.

D fferent work at the substation.

Do you know t he difference?

| don't know, offhand, what was in the 2016
step -- the 2016 work for -- what's in the
step adjustnment now has to do with sone

get away cabl es.

And coul d you expl ain what a getaway cabl e

I S.

Basi cally brings power fromthe substation
outside the fence to the distribution system

And you had indicated earlier that the
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proj ect was booked to Account 362. D d you
mean both aspects of the project, the
substation and the feeder?
What we have in this filing, if you refer
to...

(Wtness revi ews docunent.)
The cal cul ati on of the revenue requirenent
that's shown on Bates 129 of Exhibit 23,
right at the top of the far right colum has
Account 362.
So that's -- I'msorry.
That's what we used to cal cul ate the revenue
requi rement for the $2.4 mllion cap.
So both projects are included, the feeder and
t he substati on.
Correct.
And yet, if we go back on the page | was j ust
| ooki ng at, Bates 123, seven or eight |ines
up fromthe bottom the 14L4 feeder |ast year
was booked to Account 364. Do you see that?
| do.
Do you know why one portion would be booked
to 364 and one woul d be booked to 3627

Sone of it would have to go right to exact
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wor k that was done. You can have ot her work
at a substation or on a feeder that applies
to nore than one account.
And that's the case here?
| don't know for sure. But as | testified, |
don't know exactly what was in the 143, 000
that was in the prior year's step adjustnent.
Woul d you agree that there are different
depreciation rates fromthe | ast case that
apply to Account 364 versus 3627?
| believe they are different, but very
slightly.
So, | ooking at Exhibit 25 which | passed out,
which is the breakdown of what goes into
Account 362 --
Hold on, hold on. Let ne grab that. | nmay
have a copy of that.

(Wtness revi ews docunent.)
Coul d you - -
I"'mstill -- hold on.
Ch, I'msorry.
| have it.
There's 10 or so, or 12 different assets

| i sted under Station Equi pnent. Could you
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I ndi cate where the assets that are at issue
in this case, the 424,000 or whatever it was
for the feeder, where do they fall in these
12 categori es.

Wt hout | ooking at a breakdown and then -- of
the total cost for that project and then
trying to determ ne how much of those costs
woul d then fit into the $400, 000 cap for that
item | can't give you a definite answer,
breaking it down dollar by doll ar.

And if sone of those expenditures should have
been booked in Account 364 | ast year or
Account 365, which is called Overhead
Conductors and Devi ces, there could be sone
depreciation inplications. Wuld you agree?
Wel |, Account 362 has a 41-year life;

Account 364 has a 40-year life; and Account
365 has a 40-year life. So if there are any,
they would be relatively mnor. And again,
when you're dealing with a capped nunber for
a total project, then it's a matter of how
you split out the anmpbunts under that cap if
you wanted to charge themto different

accounts. Then, by the tinme you get to the
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end of the project, then you have to
reconcile all of that.
For the purpose of doing this step

adjustment filing, we used Account 362,
whi ch, when | went through the service |lives,
It actually has the | ongest of the three that
we tal ked about.
Now, you said you had had the settlenent from
| ast year in front of you. Could you turn to
Bat es Page 70, please, for that.
| have the settlenent. | don't know if |
have all of the attachnents.
Do you have Bates Page 70? It's the
depreci ati on schedul e.
| do not.
If I were to show you the schedul e, would you
read in the three rates for ne from Account
362, 364 and 3657

MR. DEXTER: May | approach
t he witness?
Account 362 has a 2.8 percent depreciation
rate; Account 364 has a 3. 25 percent
depreciation rate, and Account 365 has a 3.19

percent depreciation rate.
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BY MR DEXTER

Q

Those rates are nore different than I woul d
have expected than just |ooking at the
service lives that you read earlier. Could
you expl ain why that m ght be?

Because they have different negative net

sal vage rates.

So if one wanted to | ook at the inpact of the
di fferent accounts on depreciation expense,
one woul d be better served | ooking at the
rates than the service lives. Wuld you
agree?

True. But as | nentioned, the Account 362
that we used had the | ongest service |ife,
and it also has the | owest depreciation rate.
So, that being said, the depreciation expense
that's included in the revenue requirenent in
this calculation is actually the | owest than
iIf you had split it out anpbngst the other
accounts.

' mback on Bates 127 of your testinony. And
there's sort of a footnote or note in the far
ri ght-hand | ower corner that tal ks about the

excl usi on of the 40L3 construction. Do you
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see that?
(Wtness revi ews docunent.)
A Yes, and that's related to the Charl est own
sub, which, in accordance with this

attachment, would not even be subject to cost

recovery until next year.
Q So it's not included in the 2.4 mllion
correct?

A Correct.

Q All right. Earlier you tal ked about the
projects that are included for recovery in
this case being accelerated so that they were
all conpleted in 2017. Do you recall that?

A. | do.

Q Coul d you expl ain why those investnents were
accel er at ed?

A Because the Pel ham substation al so has sone
transm ssion aspects to it, and the
transm ssion owner is National Gid. And it
Is always better if you can coordi nate the
work on the distribution and the transm ssion
side at the sane tine. So that's what
happened.

Q Do you know if that produced any additiona
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costs versus doing the project as originally
pl anned over a two-year cycle?

No. To the contrary. | believe that saved
costs because it was nore efficient to have
it all done.

Do you have a quantification of those
efficiencies?

| do not.

I'd like to change topics for a nonment and go
to Exhibit 22, which was your March 30th
letter, and I'd like to turn to Attachnent
Page 1.

' mthere.

Could you tell ne where the custoner charge
of 14.72 cones fronf?

If you turn to the next page, this schedul e
was done -- if you | ook at Footnote A at the
bottom it tal ks about where the information
in Colum A cane from Because we have so
many -- a few cases going on at the sane
time, the 14.72 was derived by nmultiplying
the $14.59 which was proposed in the DE
18-034 filing and nultiplying that -- or

I ncreasing that by .91 percent, which was the
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revenue requirement increase proposed in the
step adjustnment filing, and then that derived
t he $14. 72.

The first page that we were | ooki ng at
whi ch was -- that was basically denonstrating
how we were i npl enenting anot her provision of
the settl ement agreenent. That, again, has
al ready been -- the novenent of the blocks in
the residential rates, again, that was
sonet hing that was approved in the settl enment
agreenent as part of a three-step process
that first started in 2017. This is the
second step in 2018. And there's one nore
step to follow in 2019 that basically gets it
so the blocks end up being equal. So this
basically is illustrati ng how we woul d
i mpl enent the second phase of that three-step
pr ocess.

Now, the .91 percent that you increased the
cust omer charge, where does that cone fronf
That cones from Exhibit 21, Attachnent A,

Li ne 7.

Now, earlier in the testinony today, |

t hought you indicated that Exhibit 21 had
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been superseded by Bates 128 on Exhibit 23.
Is that right?

Yes. And, again, this is because of the
nmovenent of timng. The type of cal cul ations
that are shown on Page 1 of the attachnent to
Exhi bit 22 are basically illustrative of how
t he nechanismw |l work. W have a few
things going on with the distribution rates.
What this really was is a conpliance filing
sayi ng here, we're going to denonstrate how
we're inplenmenting that, subject for review.
But, again, the proposal to do that novenent
was part of the approved settl enent
agreenent .

Okay. So the $14.72 custoner charge in
Colum C on Page 2 of 2 in the attachnment in
Exhibit 22 is subject to update; is that
fair?

It's subject to change. And this goes back
to all the other dockets that we have. And
Exhi bit 24, that shows the overall inpact of
t he vari ous changes that have been proposed
in the various dockets.

As | ook at Exhibit 24, what we're
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A

proposi ng for a customer charge for June 1st,
2018 is $14.05 once you figure in all of the
various noving parts with distribution rates
effective June 1st, 2018.

Ckay. Now | want to switch topics again to
rate case expenses.

As | understand your March 16th filing,
there was -- when the actuals for rate case
expenses cane in, they were roughly $48, 000
hi gher than what had been built in to the
settlenent |last year; is that correct?
That's correct.

And as allowed for in the settl enent
agreenent, your proposal is to recover those
$48, 000 as an inclusion in this step
adj ustment; correct?
Correct.
Now, could you explain one nore tine, please,
how t he 48,000 that you're trying to recover
turns into 70 -- 82,000 on Bates 128. | know
there's a footnote. But if you can just
explain it one nore tine.

(Wtness revi ews docunent.)

If you | ook at Bates 128, again, the footnote
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that you just referenced, which is

Footnote 4, it's an annualized nunber

because, again, we're figuring a percentage
change to distribution rates using annual

di stribution revenues. And the annuali zation
t hat was done here was the sane sort of
annual i zati on that was done as part of the
16- 383 settl enent agreenent when we had a
20-nmont h recovery peri od.

Wiat this does is this recognizes that
there would be -- effective June 1, there
would only be 7 nonths renmi ni ng of that
20-nmonth period. So you take the $48, 000 --
if we just put $48,000 in here and divided by
annual distribution revenues, we woul d not
cal cul ate the right anmount of remaining
recovery for purposes of a percentage change
to distribution rates.

And is that simlar to saying that if you --
in order to collect the $82,000 that's on
Bates 128, the rate that's derived using the
82,000 woul d have to be in effect for 12
nmont hs?

CHAI RVAN HONI GBERG.  Try t hat
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agai n.

BY MR DEXTER

Q

A

> O > O

Is it also correct to say that if -- in order
to collect the $82,000 that's on Bates 128,
you woul d have to bill the rate that's
derived on 128 for 12 nonths?

Correct. But we're not | ooking to recover
$82, 000.

Right. You're |looking to recover $48, 000.

Ri ght.

Ckay.

The other way it could have been done is if
we | ooked at -- if we had $48, 000 on Line 4,
and on Line 5, instead of sayi ng Forecasted
Annual Base Distribution Revenues, if we
forecasted only the remai nder of the year, so
you' re mat chi ng apples and apples. But this
Is how we typically do these changes. And
again, this mrrors howit was done in the
settl enent agreenent.

And if | recall fromthe settl enent
agreenent, the rate case expense anount wl |
drop out at the end of 2018; correct?

That is what was in the settl ement agreenent.
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And again, in our tax filing we have a
di fferent proposal.
Because of the tax inpacts. But that's the
way it was in the settl enent.
Correct.
Ckay.
MR. DEXTER: Could |I take a

nonent, please?

(Di scussion off the record anong Staff

Counsel .)

BY MR DEXTER

Q

So there won't be a rate -- is it correct
that there won't be a rate reduction at the
end of 12/31/18 to drop out the rate case
expense recovery if the proposal that's the
subj ect of the next docket is approved?
Yes. That rate reduction would happen
June 1st.
M5. AM DON: One nonent,
pl ease.
(Di scussion off the record anpong Staff
Counsel .)
MR. DEXTER: So this is going

to get alittle complicated, M. Chairman.
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But | want to -- sorry.

CHAI RVAN HONI GBERG  Go ahead.

MR, DEXTER: | said this m ght
get alittle bit conplicated, but | wanted to
reference a proposal that's part of the next
case and ask if there's a way to deal with it
in this case. That's sort of a generic. |
can go through the nunbers, but those numbers
aren't in the record. |'mnot sure how we
can address that.

CHAI RVAN HONI GBERG:  Just go
wth -- you' ve introduced the topic. You can
certainly assune certain nunbers have been
proposed i n anot her docket and ask M. Millen
to assune that as well, which I think he can
do, and do it that way if you want.

MR. DEXTER: Ckay. Thank you.

BY MR DEXTER

Q

So, M. Millen, when we get to the next case,
there's a nunber of about $38,000, that if |
recall your proposal fromthe next case is to
not pass that back to customers at this tine,
but to defer it as sort of a negative rate

case expense for the upcomng rate case. Do
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you understand what |I'mtal ki ng about ?
Yeah. | wouldn't call it a negative rate
case expense. It would be put into the

deferral account, which would be basically --

it woul d be set agai nst rate case expenses

t hat we know are com ng.

Ckay. So | think your termnology is better.
And so am | correct that the reason you

propose that in the upcom ng case i s because

that would allow you to collect the $38, 000

on sort of a one-tine basis rather than a

per manent rate change, because that's the way

rate case expenses are coll ected?

I m ght have used sone different words, but

essentially that's the idea.

Ckay. So the 38 that we're tal king about, is

there a way that you can think of that would

acconplish that sane goal, but doing it

t hrough the step adjustnent which is at issue

in this case? In other words, is there a way

to adjust what's proposed for recovery in

this case by the $38,000 to get us to the

sanme place, so that the $38, 000 woul d go back

to the custoners now rather than at the end
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of the next rate case?

I would say the Conpany stands by its
proposal in the next case. And | would also
say that there was nothing in the

Commi ssion's order on figuring the tax

I mpacts, that every dollar had to go back to
custonmers imediately. | think we put
forward a very well -thought-out and, you
know, sonething that provides a | ot of

i medi ate relief to custoners in that
proceedi ng. And we can go through that in
further detail in the next case.

Ri ght. But ny question was, mechanically,
can you think of anything we can do in this
case nechanically that would have the sane --

under st andi ng that you di sagree with the

policy potentially -- but nechanically woul d
wor k?
Well, there's lots of different proposals. |

nmean, we're talking dollars here. And again,
we stand by the proposal we nade and that
wi || be discussed in the next hearing.

CHAI RVAN HONI GBERG M.

Dexter, do you have sonething in m nd that
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you want to propose to M. Millen to see if,
under st andi ng that he di sagrees w th whet her
it should be done, whether it could be done?

MR. DEXTER: Well, ny concern
is that the rate changes in this case are
permanent. What we're trying to do is a
one-ti me passback of this $38,000. So | was
wondering if there was a way that M. Mill en
could structure that we haven't been able to
think of in terns of this docket, before this
docket was over.

CHAI RVAN HONI GBERG  Ckay.
M. Millen?
Well, | was going to say that, again, we'l|
get into this nore in the next case. But
sone of these changes related to taxes are
ongoi ng, and they'll be an annual i npact, and
sone are one-tine. Again, this is a test
year for Granite State Electric. Wen we
file our rate case, we wll normalize our
test year revenues to fully take into account
whet her sonet hi ng that happened during the
year was a one-tine thing, should have

happened for nore of the year or |ess of the
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year, and all those adjustnents wll be
subject to review in that proceeding. So |
think, to the extent that you think that
sonmehow or ot her custoners m ght | ose out on
sonet hing, that's just not going to happen.
So then | want to talk again for a nonent
about the 48,000 rate case expense in this
case and the notion that we're going to
adjust rates for six nonths or seven nonths
rather than -- that we're going to adjust --
that's the proposal, right, to collect this
over seven nonths, June 1lst to the end of the
year ?

The proposal, putting the tax docket asi de,
isinline wwth the settl enment agreenent.

And the dollars woul d be recovered over the
remai ning 7 nonths of the 20-nonth recovery
peri od.

And t hat nunber is not reconciling; is that
correct?

Whi ch nunber ?

The 48,000. It doesn't reconcile to actuals.
There is no reconciliation mechanismin this.

Agai n, that's by agreenent.
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(Di scussion off the record anong Staff
Counsel .)
MR. DEXTER: That's all the
questions Staff has. Thank you.
CHAI RVAN HONI GBERG Comm ssi o
ner Bail ey.
COW SSI ONER BAI LEY:  Thank

you.

| NTERROGATORI ES BY COWM SSI ONERS:

BY COWM SSI ONER BAI LEY:

Q
A.

Q

Good afternoon.

Good afternoon.

I was with you on the rate case expenses
right up until the | ast question when you
said there is no reconciliation. But you
settled on a rate case anount, a rate case
expense anount, subject to audit and -- no.
In the rate case, you estinmated the rate case
expenses.

Yes, because at the tinme we did not have all
t he actual s.

Right. And so this 48,000 is the
reconciliation, isn't it, of the expected to

t he actual s?
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This is the excess of the actual s conpared
to, | believe at the tinme we did the
settlenent there was, | think, if nmy menory
serves, 444,700-sonething. So this is the
addi ti onal anmount of actual rate case
expenses that the Audit Staff reviewed that
we woul d then be allowed to recover over the
remai nder of the period that woul d have began
May 1st, but we put that off to June 1st.
Right. So that's reconciling the difference
bet ween what you put in rates --
That's reconciling the difference between the
amount that was in our total actual cost.
However, if you were to | ook at how much
actually got recovered from custoners, based
on distribution rates and based on act ual
billing determ nants, the nunber could be one
way or the other.
| see. GCkay. Thank you.

This may be a question for the next
case, but since we just were tal king about
it, that's the $38,000 that is the difference
bet ween the anount that you would collect in

this case and the tax revenue, that you want
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to defer for a future rate case expenses,
wll that earn interest? WII that nunber
grow between now and the tine that you use it
to pay --

No. But |ikew se, when we incur rate case
expenses, those don't accrue interest during
t he pendency of the proceeding or while

t hey' re bei ng recovered.

Ckay. Now, big picture here. I'mtrying to
get ny head around what we are approvi ng
here, what we have al ready approved and what
we may approve in the future. So wth
respect to the Pel ham substati on upgrades,
you spent 4. 4.

We placed in service 4.4 mllion in 2017,
yes.

Ckay. Do you have additional costs
associated wth that project that may get

pl aced in service in 20187

To ny know edge, no. It was fully placed in
servi ce.

Ckay. So let's just say for purposes of this
di scussion, 4.4 mllion is the cost of your

I nvest nent .
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Ckay.

And the settl enent agreenent allows you to
recover 2.4 mllion of that in this step

i ncr ease.

2.4, which includes the substation and the
14L4 feeder.

Oh, right. GCkay. So, 2 mllion of the

4.4 mllion.

Yes.

Ckay. So the remaining 2.4 million that you
have invested that is not included in rates
yet, wll that be subject -- wll that be a
subject in the next rate case?

Well, before that, there's a step adjustnent
t hat woul d take effect May 1st, 2019, in
accordance with the settl enent agreenent.
That al so has a cap of one and a quarter
mllion dollars for that. So, again, as we
nmoved the work from 2018 forward, we knew
that we weren't going to get recovery of that
until next year, in accordance with the
settlenent agreenent. Again, that's a capped
nunber. So, assum ng we get to next year,

and the one and a quarter recovery of the
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revenue requirenment associated with the one
and a quarter mllion spending is approved,
anyt hi ng above the two mllion and the one
and a quarter mllion is, again, all subject
toreviewin the rate case that we'll be
filing probably around April of next year.
Ckay. So, assune we approve this step

I ncrease, and next year we approve the step

i ncrease that includes 1.25 mllion. Is that
1.25 mllion just for Pelham or is it also
for the other substation work?

If you refer to Bates 127 of Exhibit 23, the
1.25 only relates to the Pel ham substati on.
There is sone work in Charl estown that had
385,000. So the potential that we could seek
recovery of next year in ternms of cap cost is
$1, 635, 000.

Ckay. So for purposes of the exanple we were
just tal king about, the Pel ham substati on,
has the Conm ssion already determ ned that
the $3.25 mllion investnment in the Pel ham
substation is prudent?

I would say that the -- yes. Now, granted,

the costs are al ways subject to review  But
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>

>

in terns of the need for the project and the
al | onance of recovery in the step

adj ustnents, | would say yes.

When do we review those costs?

Even li ke during a proceeding right now.

But you didn't -- did you provide any
invoices or -- | nean, it seens |ike you
didn't provide the breakdown of the costs
that went into that 3.25 mllion.

We provided the information that was agreed
to in the settlenent and approved by the
Comm ssi on.

And | understand that. But --

Typically when we have a capital project,
we'll say here's our total costs. And those
are always subject to review. Again, as |
laid out in nmy testinony, you know, we
answer ed questions and had a techni cal
session. You know, | can't force people to
ask questi ons.

Can you give it to ne?

What's that?

I want the cost information to see what the

actual costs were that you incurred broken
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down, just to see that, you know, part of
that -- that all of that $2 million or all of
that $3.25 mllion or that $4.4 mllion was
all related to the Pel ham substati on and that
it was appropriate for the Pel ham substati on.
Don't you think that's what we shoul d be

doi ng?

Well, we can certainly provide additional
information follow ng the hearing. You know,
agai n, when you have a case that has gone

t hrough all sorts of discovery and testinony
and you say here's what's going to happen in
the case, and then you reach an agreenent

t hat says here's what you need to do to

i npl emrent this, that's what we' ve done. |
mean, you know, if anybody wants to | ook at
the costs, that's fine. W have no issue
wth that. And if you wanted to i ssue a
record request, we can certainly provide a
breakdown. It's a matter of how granul ar you
want to get to that. | nmean, we can go down
to every nut and bolt and all that or...
Wll, | don't think it's unreasonable for us

to see how nuch the transforner cost, how
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much AFUDC cost, how nuch -- you know, |

can't give you all the cost categories right
now. But | mean in one breath you say the
Conm ssi on has al ready approved $2 mllion in
t he settl enent agreenent, but of course it's
subj ect to cost review, but then we can't get
the cost revi ew because sonebody didn't ask
the right question?

Wll, let nme put it another way. I mean, |I'm
famliar with settlenents over the years,

whet her it be Eversource or whether it be
Unitil, where they |ook at their total
spendi ng over the year and they do sone
adjustnments related to changes in net plan.
Typically what gets filed there is a sunmary
of their changes in net plan. Now, they
don't provide details on every project and
all the breakdown of the costs. | nean, this
iIs no different than how step adjustnents
have been done in the past. Again, we nake
the filing wwth the information that's
required, and it's always subject to and open
to questions and all that. W have no

probl em provi ding the information. But,
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again, if we make a filing, | can give you
reans of paper related to even just, you
know, one project --
But that's all we're tal king about here is
one project, and the only thing you gave us
was one total nunber.
Again, we entered into the settl enent
agreenent to try to have an efficient way of
doing things. And the settl enent agreenent
| ai d out what needed to be provided when we
made the filing. W're not trying to hide
any information or not share it. But at the
sane tine, we have an agreenent that has
certain terns and conditions, and we're
trying to abide by that.

CHAI RVAN HONI GBERG | think
Comm ssioner Bailey is going to nake a record
request, but I"'mnot sure howto frane it. |
nean, those who are nore famliar than we are
with what i nformati on woul d be useful m ght
be able to help us out here, and I'm
i ncluding, M. Millen, you in that because
you have as good an under standi ng as anybody

as to what information is avail able and how
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it can be presented in a way that's
adjustable. | nean, your 4.4 mllion has
conponents. A certain percentage of it is
this category, a certain percentage for that
category, and then within those categories
there are going to be significant breakdowns
of what you spent within those categories.
We're not | ooking for reans of paper. And
I ' m speaki ng for Conmm ssioner Bailey, but I
think I'mal so speaking for nyself and
probably Comm ssioner G ainb, that there is
nmore information that | think we would |ike
to see in terns of how that 4.4 breaks out.
So, whet her we can have a back-and-forth
about this or M. Sheehan wants to
participate in this conversation, soneone
fromthe OCA, soneone from Staff, | don't
know. How do we get at this?

M . Sheehan, you | ook Iike
you' re ready to say sonet hing.

MR. SHEEHAN: |'m not the one
to answer the question of exactly the kinds
of information we have. | agree with M.

Mullen. We will provide it. |If you give ne
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a bl anket request to provide sone nore
detail ed backup, | certainly can go back to
the office and ask the engineers, and they
W ll use their best judgment to cone up with
t he type of backup that isn't the reans of
paper down to the cost for every bolt, that
Is nore than what you have before you today.

CHAI RMAN HONI GBERG  Typi cal | y
in a large project, certain itens nake up the
bul k of the expense, and getting a handl e on
what nmakes up those conmponents is usually
where you want to focus your attention. |
don't know what those conponents are for a
project like this.

M. Dexter.

MR. DEXTER: Can | consult
wth ny -- can | take a nmonent to consult
W t h co-counsel ?

CHAI RVAN HONI GBERG  Yeah.
Actually, this mght be a good tine for a
break. Let's take a 10-m nute break.

(Brief recess was taken at 3:03 p. m,
and the hearing resuned at 3:25 p.m)

CHAI RVAN HONI GBERG. Al |
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right. D d we acconplish anything while we
were out of the room M. Sheehan?

MR. SHEEHAN: We've been in
touch with our | ead engineer at the office.
He i s working now on a detail ed, but not
over beari ng, spreadsheet that he says will be
three, four, five pages with various cost
buckets broken out into what he thinks makes
sense. W could probably have that ready by
Monday. That's what we coul d propose to
file. Again, if the Comm ssion wants the
next | evel of detail that's there, it's just
to pull it out and to the point of we can
gi ve you copi es of invoices.

CHAI RVAN HONI GBERG  Okay. So
we'll make that a record request, subject to
anything el se that's about to be said by
anyone else. M. Dexter.

MR, DEXTER: So as |
understood the task, it was to try to assi st
the Bench in fornulating a record request as
to what you would need to decide this case.
And if Staff were sitting at the Bench, |

t hi nk we would want the spreadsheet that M.

70

{DE 16-383} [HEARI NG ON THE MERI TS] {05-17- 18]




© 00 ~N oo o b~ w N P

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

Sheehan described in sufficient detail so
that we knew what the $4.4 mllion was
actually spent on -- |and, building, payroll,
AFUDC, wires, transformers, equipnent,
meters, screening -- things like that, that
would go into a facility. | think because
this was a nulti-year project and there are
two cases, that seens to conplicate things.
But | don't think it would be unreasonabl e
for the Comm ssion to want to know, of the
$2 million that's going to be recovered if

this proposal is approved, how much of the

actual cost, the 4.4 mllion, relates to the
2 mllion, and how nuch of the 4.4 mllion
relates to the 1.25 mllion that's going to

be at issue in the next case.

Il n other words, the settl enment
agreed to 2 mllion. | don't think it would
be unreasonable. | actually think it would
be i ncunbent upon the Conm ssion to | earn of
that 2 mllion that's being included. How
does that relate to actual assets that were
built? Wat did it cost to build that

$2 million worth? That's what | woul d want
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in the record request.

And in addition, | think we're
in a step adjustnent, and we're not trying to
re-litigate the rate case. W understand
that the rate case found that these
facilities were appropriate to build. So I
think we're | ooking at a planning versus an
execution issue. W're not interested -- |
woul dn't be interested, if | were the
Commi ssion, in any planni ng docunents t hat
t al ked about why you were building this. But
I would be very interested in docunents that
tal ked about was this built according to
plan. So | would want to see any internal
Conmpany docunents that tal ked about the
project as it unfurled in real life. Now, |
don't know if those are call ed business cases
or over/under budget forns or foll ow up
reports. But whatever the Conpany calls
them | think the Conm ssion should know how
t he execution conpared to the pl anning.

And | think, at a mnimum in
addition to a spreadsheet, you woul d want

testi nony from someone who's conpetent to
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descri be whether or not the assets are
performng as they were planned. In other
words, M. Brouillard and M. Hall laid out
what they expected these assets to do. And
if I were the Comm ssion, | would want sworn
testi nony from sonmeone at the Conpany that
says, yes, this is what the assets are doing.
These are the problens we wanted to sol ve and
how we' ve sol ved them therefore, we should
collect the noney. That's what | woul d ask
for.

CHAI RVAN HONI GBERG Wl | - -

MR. DEXTER: And I'Il1l nmake
that a record request.

CHAI RVAN HONI GBERG  Yeah, and
I think there's going to be objection to
that. You said you didn't want re-litigate
the rate case, and | understand that. But it
sounds |like you want full litigation of the
step increase, the anount included in the
step increase. And this entire process was
contenpl ated to take from March 15th until
May 1st. That's how it was set up in the

settl enent agreenent and the order approving
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it. I'mconcerned that what you just
outlined woul d not be doable in a six-week
period, if that's what the expectation was of
t he Conpany.

MR. DEXTER: Well, | don't
think it's unreasonable in a six-week period
for soneone to conme in and testify that the
assets are performng the way they were
pl anned. We don't that have in this case.

CHAI RVAN HONI GBERG | think
t he Conpany could put in a technica
statenment, a cover letter, whatever, that
says this is perform ng per the expectations
of M. Brouillard and M. Hall. And | think
M. Millen testified to that already.

So you want what else? You
want sonet hi ng akin to the over/under
expendi ture request forns that we saw in the
gas affiliates rate case --

MR, DEXTER: If those -- |I'm
sorry.

CHAI RVAN HONI GBERG If there
are any.

MR. DEXTER: If there are any
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and if they shed |light on the question of was
this project built and executed according to
t he manner that was laid out in the rate
case. Again, it's a question of planning
versus execution. Now, | understand that the
cap helps, and it probably does alleviate
some of the Conm ssion's concerns. But |
think you also have to -- $2 million is a |ot
of nmoney. | think you need to know what's in
the $2 mlli on.

CHAI RVAN HONI GBERG  And |
don't think anybody di sagrees with that, and
I think what M. Sheehan outlined does that.
You had sone other stuff in there, though.

MR. DEXTER: | went on a | ong
tinme, but let nme try to summari ze it.

CHAI RVAN HONI GBERG  Yeah, why
don't you boil that down to its essence and
see just how far apart you and M. Sheehan
are by the tinme you're done.

MR. DEXTER: So the essence is
t he spreadsheet that M. Sheehan tal ked about
t hat gi ves you sone idea of what the $4.4

mllion was spent on.
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CHAI RMVAN HONI GBERG | think
it wll give us nore than sonme idea. | think
it will give us a pretty good idea.

MR. DEXTER: | would want an

idea as to how that relates to the
2.0 mllion that was proposed for recovery in
rates. In other words, | just want to
conpare what was proposed, 2.0, versus what
was built. And | don't know what that nunber
IS now.

COW SSI ONER BAI LEY: Woul d it

make nore sense to conpare that to the 3.125

mllion since they originally planned in the
rate case to spend 3.125 mllion on -- no --
3.25 mllion on the Pel ham substati on, and
t hey' ve now spend 4.4 mllion? So you want

to see what the difference is between what
t hey planned to spend and what they actually
spent ?

CHAI RVAN HONI GBERG | think
he does. And | think you al so want to know
what was included fromthe expenses fromthe
prior years that M. Millen testified about

that were included in the 2017 step increase.
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MR, DEXTER: No, | think
t hat's done.

COW SSI ONER BAI LEY: It's
included in the 4.4 mllion. So we need to
know how nmuch of that is --

MR. DEXTER. Ch, you have to
back that out.

CHAI RVAN HONI GBERG W need
to know what that was. W need to know what
the prior expenditures were. So, yeah, |
t hi nk maybe there is a tenporal conponent to
what your engineers -- they probably already
know t hat because they know what they spent
when; right, M. Sheehan?

MR, SHEEHAN:  Yes. ' m not
sure that's what Anthony's working on right
this mnute. But that woul d be anot her
breakdown, putting tinme on -- |'m assum ng
he's got a bucket that says transforners, and
it's going to have the total nunber for
transforners broken down by the four --

(Court Reporter interrupts.)
MR. SHEEHAN: -- by the four

particul ar transforners he bought. | don't
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know i f he's working now on this one was
bought in this nmonth and that one was bought
in that nonth. 1|'m not sure.

CHAI RVAN HONI GBERG But it
sounds |ike, fromwhat M. Millen said, that
there was sone pl anni ng expenses that were
incurred in the earlier years before the rate
case, frankly.

MR. SHEEHAN: | can nake the
request. There will be a bucket that says
pl anni ng expenses and what ever | abel we use.
| don't know if that wll have tine
conponents associated with it.

COW SSI ONER BAI LEY: How
about anything that was incurred that is part
of this capital investnent that was incurred
bef ore 20177

MR. SHEEHAN. W can certainly
try. | nean, ny understanding is the
assi gnment we just gave himwas the backup
for the 4.4 mllion.

CHAI RVAN HONI GBERG Ri ght .
And | think we are refining that somewhat and

addi ng sone |layers to it, potentially. But I
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don't think that's inconsistent with what you
al ready asked himto do. It may be |ike
anot her | ayer on what he's | ooking at.

MR. SHEEHAN: We're all set.

I don't know if you're done with him but I
do have a couple things to say on this topic.

CHAl RVAN HONI GBERG Wl |,
anot her conponent M. Dexter tal ked about was
whet her there are over-expenditure reports
t hat got prepared during the construction.

MR. SHEEHAN: | don't know.

CHAI RMVAN HONI GBERG If you
can find that out, that would be hel pful.

And if there were, | think we would like to
know what they were about.
(Di scussion off the record between
Conmmi ssi oners.)
(Exhibit 26 reserved for record
request.)

CHAI RVAN HONI GBBERG W were
al so just tal king anobng oursel ves about what
we understand M. Dexter's request -- the
suggestion that we request enough i nformation

to understand which 2 mllion you're seeking
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recovery of. Because we're making -- we're
essentially maki ng a prudence finding on that
investnent. So if in your breakdown you're
able to say this is the 2 mllion we're
tal ki ng about for this step increase and pick
up the next, what is it, one and a quarter a
year fromnow, talk about that. And | think
M. Buckl ey already covered the excess. And
I think you all agree that that's what you
woul d be tal ki ng about potentially in the
next rate case. But we're leery of getting
too far down this road w t hout understandi ng
what it is we're approving in this round and
what we'd be approvi ng next year.

What are your thoughts on
that, M. Sheehan?

MR. SHEEHAN: |'m going to go
back to nmy general thoughts on --

(Court Reporter interrupts.)
MR. SHEEHAN: The $2

mllion versus the $1.25 mllion breakdown
was tenporal, $2 million one year and 1.2 the
other year. W spent it all in one year. So

l"'mnot sure if we built half the car one
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year, half the car the second year, and
nobody built it all in one year -- so do you
want us to say, well, we want recovery for
the tires, the windows and the roof on a
project we built all at once? | nean, |
don't understand the di sconnect.

CHAI RVAN HONI GBERG: Wl |,
maybe, then, think of it this way: W could
make a prudence determ nation on all of it,
and you could recover X now, Y next year, and
the rest in the next rate case.

MR. SHEEHAN: And that goes to
ny nore fundanental objection here. The
Conm ssi on approved a step adjustnent wth an
approved process. W followed that process
and provided the exact sane information that
was used to approve | ast year's step
I ncrease, w thout any objection by Staff, any
obj ection by the Comm ssion. Not to say you
can't ask these questions. But to then cone
into this case with certain well-founded
expectations that this is what we need to do
because it was okay | ast year and approved

| ast year, and then literally at the | ast

{DE 16-383} [HEARI NG ON THE MERI TS] {05-17- 18]




© 00 ~N oo o b~ w N P

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

mnute this is now exploding into a full rate
case over this one asset --

CHAI RVAN HONI GBERG And |'m
sensitive to that. | know the tine |line, and
I ' m concerned about unreasonabl e
expectations, really, maybe on both sides.

But the expectation that in six weeks we
would do a full prudence review on every
expense, that's why the tenporal way of

| ooki ng at things actually helps. It helps
cabi n the discussion and narrow the focus.
But | understand that if the way it's built,
it's built. | get it. You did it all at
once. And maybe we should -- we're going to
have access to all those expenses. Maybe
we'll just leave it that when we see it, if
we have questions, we'll have an hour hearing
and discuss it.

MR. SHEEHAN. The other thing
to keep in mnd is the Comm ssion did approve
that $3.2 nmillion figure. So you have
approved the project as prudent. You have
approved expenditures up to $3.2 nmillion as

prudent .
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CHAI RMVAN HONI GBERG Up to.

MR SHEEHAN: Ri ght.

CHAI RVAN HONI GBERG  Maybe you
shoul d have only spent three. But | have no
way of know ng that.

MR, SHEEHAN: R ght. And
if -- but that's what you could have known
| ast year when we --

CHAI RVAN HONI GBERG How? [|'m
sorry. How?

MR. SHEEHAN: There were
budgets. There was di scovery. W
reviewed -- as M. Millen said, this project
was reviewed in excruciating detail |ike many
of the other capital projects. No, we didn't
have exact numbers. But we agreed to
nunbers. W agreed to 2 mllion. W agreed
to 1.25 mllion. The expectation was it
woul d be a bit nore, and there was confort
there. R ght? Mybe it only should have
cost 3.1. But that was all what we were
t hi nki ng about and deci ding a year ago. And
if the process is we needed to justify every

penny, that would have been in the order,
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that, no, you got to start, and you're not
going to get prom sed anyt hi ng except for
what you can prove you spent through a nore
ri gorous prudence review that usually is in
rate cases instead of step adjustnents.

CHAI RMVAN HONI GBERG | just
think we're somewhere in between. | don't
think we're in filed and it's done.

MR. SHEEHAN: And t he other --
frankly, the other issue we have is this
coul d have been resol ved over the | ast six
weeks.

CHAI RMVAN HONI GBERG Don't get
nme started on that. |'mnot happy wth the
paperwork from March 15th to where we are
today. But I'll leave it at that for now

|"mjust trying to get us from
here to an endpoint. And | think the
information that you're going to be able to
provide, and | think you're going to be able
to provide it sliced a couple different ways,
will be helpful to us. And if we have
addi ti onal questions, we know where to find

you.
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COW SSI ONER BAI LEY: | think
part of the disconnect is when | asked
whet her we were approving the prudence of
this investnent, and you sort of got a
prelimnary determ nati on because | think in
the settl ement agreenent we all agreed that
t he Pel ham substati on needed to be built, but
it needed to be built at reasonabl e costs.
And when | asked M. Mullen if we could | ook
at the costs, he said, sure, you can | ook at
the costs. Well, when are we going to | ook
at the costs? And if we have questions about
the costs, when do we get those answers? And
how does that factor into our prudence
determ nation, our ultimate prudence
determ nati on?

MR. SHEEHAN: | get your
point, and I'mnot trying to mnimze that.
I think another way of looking at it is you

approved a substation at a cost of at | east

3.2 mllion.

CHAI RVAN HONI GBERG Up to.

MR, SHEEHAN: Well, | disagree
wth that. But at least 3.2. |If we then
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spent 3.2 mllion -- if | told you a year ago
we wll spend 3.2 mllion on the substation,
that settl enent agreenent woul d say good.

COW SSI ONER BAI LEY: Except
for it says if you spend |l ess, you don't get
to collect 3.2. So that's up to 3. 2.

MR. SHEEHAN. And if we spend
$4 mlIlion, we have the right to cone in here
and try to show you why the extra mllion
dollars was prudent. And that's what our
rate case will be. So there's a slight
di sagreenent here, but you understand where
I*mcomng fromon that.

CHAI RVAN HONI GBERG  Yeah, |
think we do. And | think that we just need a
little nmore at this point. And I think when
we see it, you're going to present it in a
way that's going to nmake sense and we won't
have any questions because we've all gone
t hrough this di scussion.

| don't know if there's
anything nore that needs to be said about
this. M. Dexter.

MR. DEXTER | just want to --
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CHAl RVAN HONI GBERG O f the
record.

(Di scussion off the record)

MR DEXTER: | think I heard
t he Comm ssi on request over-budget forns.

And I"'mrecalling fromthe gas rate case that
projects like this have sonething called a
proj ect close-out formor sonmething to that
effect. | would suggest that the Conm ssion
ask for that because that m ght have

addi tional detail that mght not be in the
over/under budget forns.

CHAI RMVAN HONI GBERG M.
Sheehan, if such a thing exists --

MR. SHEEHAN: And t he whi sper
in ny ear earlier was we can track that stuff
down. It may take a little nore tine, but we
will get it as soon as we can.

CHAl RVAN HONI GBERG  Okay.
Thank you.

Anything el se on this topic?
M. Buckl ey, you've been silent back there.
Just want to make sure that you're tuned in.

MR. BUCKLEY: Yeah. The OCA
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concurs largely with Staff's opinion.

CHAI RVAN HONI GBERG  Thank
you.

Conmi ssioner Bailey, | think
you were in the mddle of your questioning
when we all got diverted.

COW SSI ONER BAI LEY: I think
| only have one nore topic area and |'ve got
to figure out where it is.

BY COVWM SSI ONER BAI LEY:

Q Can we | ook at Exhibit 21, Attachnment A?

A | have it.

Q And here you calculate that the increase in
revenue that you need is .91 percent above
$42,391,000; is that right?

A That's correct.

Q Ckay. And then in another schedul e you
applied the .91 percent increase to a
different revenue figure, | think.

(Wtness revi ews docunent.)

A You may be thinking of Page 2 of the
attachnent to Exhibit 22. W did tal k about
the .91 percent there, but that was not

applied to a revenue nunber. Those were
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applied to existing rates and char ges.

No, it had to do with -- | thought that you
added t he REP/ VMP revenue requirenents, and
then increased it by --

That's the di scussion we were havi ng about
this Page 2 of the attachnent to Exhibit 22.
Wien | started with Colum A, those were the
base distribution rates proposed in that

REP/ VMP case. So then those were increased
by .91 percent. And I think that's what we
were tal king about. But we weren't talking
about a different revenue nunber, because the
revenue nunber that was used on Attachnment A
to Exhibit 21, that is the sane as what was
used in the REP/VMP filing.

But you -- other than the tax adjustnent
factor, you woul d have increased your revenue
in the REP/VMP filing; right?

And again, yeah. Were | don't have t hat
filing in front of ne, 1'd have to check the
nunbers. But we did this in a way to try to
use -- make sure that we weren't either

doubl e-counting or m ssing sonething with the

various filings going on.
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Maybe this will help. Before the May 1st --
or June 1st rate filing, what is the current
cust oner charge?

(Wtness revi ews docunent.)
If you | ook at Exhibit 24, the Current Rates
col umm has $14. 54.
Ckay. And on Exhibit 22, the rate was
I ncreased to 14.59 for the REP/ VM.
Correct.
And then you gross that up by .91 percent.
Correct.
So it looks |ike the .91 percent was added to
the REP/VMP. That's where | got that from
Yes. And if | had the REP/VMP filing, |
coul d check the anount of distribution
revenue that was in there to nmake sure that

t he percentages were cal cul ated properly.

But | do believe that the... as | think about
this now the $42 mllion nunber that is used
to get to the .91 percent, | believe that

i ncl uded the revenue inpact of the REP/ VMP.
Ckay. Can you confirmthat? And if that's
not right, will you |let ne know?

Sur e.
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Q Thank you.

CHAI RVAN HONI GBERG ~ Yeah, can
we nmake a record request, M. Sheehan?

MR. SHEEHAN: | have it here.
If M. Miullen thinks he can get to the filing
quickly -- you want to try it?

THE W TNESS: Sure.

CHAl RVAN HONI GBERG Al |

right.
(Wtness revi ews docunent.)
A Yes, |I'mlooking at Bates 66 of M. Sinek's
schedules. | don't know the exhibit nunber
offhand. But as | | ook at Bates 66, on Line

2, the forecasted base distribution revenues
there were 41,831,737. So it was a | ower
nunber, which then had to be increased for
pur poses of the step adjustnent filing so you
get the proper percentage to increase above
t hat .
Q Ckay. Thank you. That's all | have.
CHAI RVAN HONI GBERG Comm ssi o

ner G ai no.

BY COWM SSI ONER 3 Al MO
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So | have one question, and the rest wll be
clarified based on the information we'll be
getting.

So, just to nmake sure |I'm reading
Exhibit 24 right, when | | ook at the vari ous
conponents of a bill as of June 1st, 2018,
the only actual charge or elenent that the
custoner will see an increase on is the
transm ssi on charge?

That's correct.

All others wll be grossed out. Probably the
wr ong wor d.

Decr eased.

Decr eased. Yes.

The custoner charge, the distribution charge
will all decrease, assum ng everything in al
of these dockets is approved. The

transm ssion charge wll be increased as was
di scussed in that hearing. And the stranded
cost charge woul d decrease. The system
benefits charge and the electricity
consunption tax will renmain the sane. And

t he energy service charge is not subject to

change.
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COW SSI ONER G Al MO Thank
you.

CHAI RVAN HONI GBERG Al |
right. | have no further questions.

M. Sheehan, do you have
anything else for M. Millen?

MR. SHEEHAN: | do not. Thank
you.

CHAI RVAN HONI GBERG Al |
right. M. Millen, thank you.

O f the record.

(Di scussion off the record.)

CHAI RVAN HONI GBERG.  Back on
the record. |Is there anything el se we need
to do before we cl ose out?

[ No verbal response]

CHAI RVAN HONI GBERG Al |
right. Wthout objection, we'll strike |I.D.
in Exhibits 21, 22, 23, 24 and 25. Exhibit
26 is going to be held for the subm ssion
fromthe Conpany regarding cost for the
subst ati on.

Wth that, | think we're ready

to have parties sumup. M. Buckley, start
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us of f.
CLOSI NG STATEMENTS

MR. BUCKLEY: Thank you, M.
Chai rman. The Ofice of Consunmer Advocate
nei t her supports nor objects to the requested
relief. W |ook forward to review ng the
record request and just would note that we
were generally disheartened with some of the
tone within the testinony, particularly the
May 10t h testinmony. Thank you.

CHAI RVAN HONI GBERG M.
Dext er .

MR. DEXTER  Attorney Am don
Is going to deliver the cl osing.

CHAl RVAN HONI GBERG  Ms.

Am don.

M5. AM DON: Thank you.

| ' m basically tal ki ng about
the filing inits current formand any step

adjustnment filing that m ght be nmade in the
future. Essentially, the Conpany treated
this as a conpliance filing. It assuned that
t hey spent $2.4 nmillion and then coul d

recover the associ ated expenses associ at ed
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with that, with no further proof. And this
iIs not a conpliance filing. A conpliance
filing is when the Conm ssion orders a
Conmpany to file a tariff to nodify the
process or the policy on |line extensions, for
exanple. This is a rate adjustnent;
therefore, they have the burden of proof.

And that wasn't provided. | agree with you
that the timng could be better. But the
attenpt to resolve this informally was
unsuccessful. And | really, to be honest,
have never been put in a position to ask

di scovery on a letter as opposed to on
testinony. So the whol e process, as you can
I magi ne, was frustrating for Staff, for the
OCA and for the Conpany. But even 378: 27,
which is the statute governing tenporary
rates, requires any tenporary rate adjustnent
to be supported by reports filed with the
Comm ssion. And this initial filing failed
to do that, and the subsequent testinony
failed to add any substantive changes at all.
It's a rate adjustnent. |t should be treated

as such. The Conpany shoul d respect the
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Conmm ssion's process for that. And it would

really help Staff and the OCA to reviewthe

filing nore adequately. |It's not a
conpliance filing. And so Staff doesn't know
whet her the result will be just and

reasonable rates with all of the different
conponents that are still being noving parts.
And, you know, we also believe that the Staff
audit should be directed to review the costs
and, again, the prudence of those costs.

As for the tax filing, which I
know i s the subject of the next docket, which
| understand to be Docket 18-050, Staff
opposes the idea of deferring that
38-pl us-thousand dollars to be applied to
future rate case expense when it could just
be added to the cal cul ati on of the step
increase in this instance. This step
Increase is a one-tine event; therefore, it
woul d be nmuch easier for themto renove the
entire tax benefit, if you will, for the
period fromJanuary 1 through the end of My
on a one-tinme basis and wi thout having to

reconsider this $38,000 and its role in any
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test year. So that's our position.

CHAI RMAN HONI GBERG. Wien you
say "this step increase is a one-tinme event,"
I'mnot sure | understand the term nol ogy
t here.

MS. AM DON: This particular
step increase is only for this year. |It's a
one-tinme step increase.

CHAl RVAN HONI GBBERG:.  So it
W ll expire at the end of this year? | know
it will for the rate case expense. But the
other things are going into rate base, aren't
t hey?

MS. AMDON. Well, that m ght
be so. But we are trying to figure out a way
to get that noney back to the ratepayers this
year in one of these filings or possibly in
the future energy service reconciliation. W
don't think it should be put in a drawer and
be used to pay for consulting costs in
connection with the next rate case.

| would point out there was a
recent filing to reconcile sone of the costs

to the energy service docket, such as
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recl assification factors, over/under
collection. That would be a one-tine type of
adjustnent, and it could be applied in that

i nstance. That thirty-eight eight could be
directed to be included in the cal cul ati on of
t hat energy service reconciliation.

CHAI RVAN HONI GBERG  Thank
you. M. Sheehan.

MR. SHEEHAN: | do believe
that the rate change we're asking for here is
a pernmanent rate change. And we can talk
about the $38,000 in the next hearing.

| said nost of ny closing in
our exchange about 20 m nutes ago, but |
would like to point the Conmm ssion to the
settl enent agreenent in this case at Page 3.
The Conpany shall be permtted to recover
addi ti onal annual revenue in the form of
three step increases for certain capital
additions in service as of Decenber 31, 2016,
2017, 2018 -- |'m paraphrasing a bit -- as
described in this section. Then you go to
t he part applicable here, to Subparagraph 3.

To i nmpl enent the second step increase, the
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Conpany shall neet with Staff and OCA no
| ater May 31, 2017, to describe the plant
investnents that it will be naking during the
remai nder of 2017. M. Millen testified that
t hat neeti ng happened, | think the first week
of June. W explained that all of the
substation will be built in 2017 and we'd be
making a filing as we did today.

The Conpany shall nake a
filing by March 15 showi ng the pl ant
i nvestnents in service, used and useful, by
Decenber 31, the cost of the investnents
br oken down between Pel ham and Charl est own,
and a cal cul ation of the revenue requirenent
associated with the investnent -- we did
that; as | nentioned a m nute ago, we
foll owed the exact sane format as we did | ast
year's step increase -- and shall propose an
I ncrease effective May 1, now June 1

We conplied conpletely with
t he settl enent agreenent and court order.
The docunents we provided, | understand your
request for nore information, but they are

sufficient. Staff and OCA had every chance
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to discover and explore and try to contest

t hose docunents or ask for nore. They chose
not to, except for today's hearing. So we

wi Il provide the informati on you request ed.

It will fully support what you al ready have
in front of you. To the extent there is sone
question about the ultimate $4.4 mllion
cost, there is plenty of roomin these
nunbers to have that reviewed in the next
year's rate case, and we expect that.

So, for the reasons stated in
the filing, consistent with the settl enent
agreenent, we ask that you approve the second
step increase as described in M. Millen's
schedul es.

CHAI RVAN HONI GBBERG | have a
question about the first step increase which
you recovered, which was approved a year ago,
roughly; right?

MR SHEEHAN: It was
concurrent with the rate case increase. As
usual, there's a general rate increase plus
the step. And the general rates were

retroactive back fromthat date forward.
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CHAI RVAN HONI GBERG  And so
when you entered into the settl enent
agreenent and when the order was entered
approvi ng the settl enent agreenent, all of
t hose expenses were known and had been really
vetted as part of the rate case; is that
correct?

MR, SHEEHAN:  Yes.

CHAI RVAN HONI GBERG So when
you say that you used the same format for the
first step increase, you're in a very
different procedural posture in terns of what
everyone knew -- "everyone" neans OCA and
Staff in particular in this instance. |Is
that right?

MR. SHEEHAN: That's a fair
comment. What | was referring to was the
support for the step increase was that
mul ti - page spreadsheet that had sort of a
hi gh-level |ist of assets and costs. And
that's what we provided here, the exact sane
information. It is high level, but it is
what we say we spent on the project, which

wel |l exceeds the $2 mllion request. And

{DE 16-383} [HEARI NG ON THE MERI TS] {05-17- 18]




© 00 ~N oo o b~ w N P

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

102

you're right. There weren't actual costs
then to review. But, again, the Conm ssion
and Staff and everyone dove into the budget,
the need for the project, and agreed that

t hese step increases, two and then one
mllion, were appropriate at that tine,
again, knowng full well that if we were
seeking nore, we'd have to justify it.

CHAI RVAN HONI GBERG  Thank
you, M. Sheehan.

All right. W wll close this
heari ng, |eaving open Exhibit 26 for the
record request. Oherwise, we'll take the
mat t er under advi senent and i ssue an order as
qui ckly as we can. W are adjourned.

(Hearing was adjourned at 4:02 p.m)
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CERTI FI CATE

|, Susan J. Robidas, a Licensed
Short hand Court Reporter and Notary Public
of the State of New Hanpshire, do hereby
certify that the foregoing is a true and
accurate transcript of ny stenographic
notes of these proceedi ngs taken at the
pl ace and on the date herei nbefore set
forth, to the best of ny skill and ability
under the conditions present at the tine.

| further certify that | am neither
attorney or counsel for, nor related to or
enpl oyed by any of the parties to the
action; and further, that | amnot a
rel ati ve or enployee of any attorney or
counsel enployed in this case, nor am|

financially interested in this action.

Susan J. Robi das, LCR/ RPR
Li censed Shorthand Court Reporter
Regi st ered Prof essional Reporter
N.H LCR No. 44 (RSA 310-A:173)
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