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1 I. INTRODUCTION

2 Q. Please state your name, occupation and business address.

3 A. My name is Stephen R. Hall and I am employed by Liberty Energy Utilities (New

.4 Hampshire) Corp. as Director, Regulatory and Government. My business address is 11

5 Northeastern Blvd., Salem, NH 03079. I am responsible for rates and regulatory affairs

6 for Liberty Utilities (EnergyNorth Natural Gas) Corp. (“EnergyNorth”) and Liberty

7 Utilities (Granite State Electric) Corp. and I have supervisory responsibility for

8 government affairs at the companies.

9

10 Q. Rave you previously testified before the Commission?

1 1 A. Yes, I have testified extensively before the Commission during my 34-year career at

12 Public Service ofNew Hampshire and more recently on behalf of Liberty Utilities

13 (“Liberty”). My testimony has covered a wide range of regulatory, ratemaking and

14 pricing issues, including testimony in support ofmany special contracts.

15

16 Q. What is the purpose ofyour testimony?

17 A. The purpose ofmy testimony is to describe the ratemaking that will apply to Liberty’s

18 investment and associated revenue from the proposed contract with Innovative Natural

1 9 Gas, LLC (iNATGAS) that is described in the direct testimony of William J. Clark.

20

21 Q. What are you proposing for ratemaldng treatment for the investment and revenue

22 that will result from the contract?

23 A. Liberty is proposing that the investment be included in EnergyNorth’s rate base, just as
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1 any other investment in infrastructure is treated. As a result, EnergyNorth’s distribution

2 rates will include the revenue requirement associated with the investment following the

3 next distribution rate case. Liberty is also proposing that the revenue realized under the

4 contract be treated in the same fashion as any distribution revenue is treated. In this way,

5 customers will pay for the cost of the investment and will also receive the value of the

6 revenue under the contract, since that revenue will decrease EnergyNorth’s distribution

7 revenue requirement.

8

9 Q, Have you performed an analysis of the annual revenue requirement and the revenue

10 to be realized under the contract?

11 A. Yes, we have. Attachment SRH-1 contains that analysis.

12

13 Q. Please describe Attachment SRII-1.

14 A. Attachment SRH-1 shows a calculation ofthe cumulative annual revenue requirement for

15 the project for each year of the 15-year term of the contract. It also shows the anticipated

16 cumulative annual revenue under the contract under three different scenarios. The first

17 scenario shows cumulative revenue under the minimum take-or-pay level. The second

18 scenario shows cumulative revenue at the base assumption level. The third scenario

19 shows cumulative revenue at a high level (i.e., at a level in excess of the baseline

20 assumptions).

21

22 The revenue from each scenario is then compared to the revenue requirement calculated

23 in the upper portion of the attachment, and the cumulative difference between the revenue
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1 requirement and assumed revenue is calculated to determine the year in which the

2 cumulative revenue exceeds the cumulative revenue requirement (i.e., a simple payback

3 analysis).

4

5 As shown on the attachment, even if the revenue under the contract remains at the

6 minimum level, there will be a cumulative net benefit starting in the fifth year of the term

7 of the contract. Under baseline assumptions, there is a cumulative net benefit in the

8 second year of the term of the contract, and under the high revenue level assumption,

9 there is a net benefit at the commencement of the contract.

10

1 1 Based on this analysis, we have concluded that the fmancial risk to customers associated

12 with the contract is low, since even at the minimum revenue level, there will be a

13 cumulative net benefit beginning in the fifth year.

14

15 Q. Does this complete your testimony?

16 A. Yes, it does.
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2 Year
L1 L Li Li

1 2 3 4 5

2014 2015 2016 2017 2018

5 Investment

6 Compressors

7 Piping meter se survey, etc

8 Land (pro-rated)

17

18 Annual Book Depreciation (30-yr prop)

19 Cumulative Book Depreciation
20

21 Annual Book/Tax Timer

22 Cumulative Book/Tax Timer

23 Effective Tax Rate

24

25 Deferred Tax Reserve

26

27 Rate Base Calculation

28 Plantin Service

29 Accumulated Depreciation

30 NetPlantm Service

31 DeferredTax Reserve

32 Year End Rate Base

33

34

35 Year End Rate Base

36 Pre-Tax ROR

37 Retsm and Income Taxes

38 Book Depreciation - annual

39 Property Taxes - annual(3% inflation adj)

40 Annual Reveuue Requirement

41

42 Prior Year Cumulative Revenue Requirement

43

44 Cumulative Revenue Requirement

45

46

47

48

49

50

51

52

53

54

55

56

57

58

59

60

61

67

68

69

70

71

72 LosgTerm Debt

73 ShortTerm Debt

74 Common Equity

75

76

2,245,000 2,245,000 2,245,000 2,245,000 2245,000

(68,167) (136,333) (204,500) (272,667) (340,833)

2,176,833 2,108,667 2,040,500 1,972,333 1,904,167

(13,451) (63,452) (105,708) (141,079) (170,213)

2, 163,382 2,045,215 1,934,792 1,83 1,254 1,733,954

2,163,382 2,045,215 1,934,792 1,831,254 1,733,954

11.50% 11.50% 11.50% 11.50% 11.50%

248,789 235,200 222,501 210,594 199,405

68,167 68,167 68,167 68,167 68,167

49,196 49,132 48,972 48,717 48,556

366,152 352,499 339,640 327,477 316,128

- 366,152 718,651 1,058,290 1,385,768

366,152 718,65 1 1,058,290 1,385,768 1,701,896

(prior federal tax (current federal tax

rate of35% plus rate of34% plus

Weighted NH rate of8.5%) NH rate of 8.5%)

a8e 80e te1ao teJa
6.99% 3.50% 3.50% 3.50%

0.00% 0.00% 0.00% 0.00%

26rr6 45426 LU2s L0i2
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Liberty Utilities (EnergyNorth Natural Gas) Corp.
Requesl for Approval ofSpecial Contract and Lease Agreement with Innovative Natural Gas, LLC dlb/a iNATGAS

Computation of Revenue Requirement

1,000,000

865,000

200,000
9 Contingency 180,000 - . . -

10 Estimated annual operating costa see real astute taxes below - - -

1 1 Total Amount 2,245,000 - - - -

12 Cumulative Program Spend 2,245,000 2,245,000 2,245,000 2,245,000 2,245,000
13

14 Deferred Tax Calculation

15 Annual Tax Depreciation(no bonus in 2014) MACRS 15 year 102,250 194,275 174,840
16 Cumulative Tax Depreciation 102,250 296,525 471,373

3.33% 68,167 68,167 68,167

68,167 136,333 204,500

34,083 126,100 106,681

34,003 160,192 266,872

39.61% 39.61% 39.61%

157,465 141,719

628,838 770,556

68,167 68,167

272,667 340,833

89,298 73,552

356,171 429,723

39.61% 39.61%

13,451 63,452 105,708 141,079 170,213

Minimum Take-or-Pay Assumption Level

Cumulative estimated revenue at minimum take-or-pay level 192,600 385,200 699,800 1,014,400 1,017,000

Cumulative revenue requirement (tine 39) 366,152 718,65 1 1,058,290 1.385,768 1,701,896
Excess revenue (deficiency) (173,552) (333,451) (358,490) (371,368) . 115,104

Baseline Assumution Level

Cumulative estimated revenue at baseline level 314,600 781,700 1,401,300 2,325,900 3,403,000
Cumulative revenue requirement (tine 39) 366,152 718,65 1 1,058,290 1,385,768 1,701,896
Excessrevenue(deficiency) (51,552) 63,049 343,010 940,132 1,701,104

4cceleruled Sales Assumption Level

Cumulative estimated revenue at accelerated sales level 467,100 1,025,700 1,828,300 3,057,900 4,287,500
Cumulative revenue requirement (tine 39) 366,152 718,651 1,058,290 1,385,768 1,701,896
Excess revenue(deficiency) )59Q,94:4 307,049 770,010 1,672,132 2,585,604

Ratio

50.00%

0.00%

007

Line! Column Notes:
39 Property tax rate reflects actual calendar year 2012 ratio ofmunicipat tax expense to average net plant in service, with 3% inflation factor.



5 Investment

6 Compressors

7 Piping, meter set, survey, etc

8 Land (pro-rated)

t3

17

18 Annual Book Depreciation (30-yr prop)

9 Cumulative Book Deprectation

20

21 Annual Bookf1ax Timer

22 Cumulative Book/Tax Timer

23 Effective Tax Rate
. 24

25 Deferred Tax Reserve

26

27 Rate Bnse Calculation

28 Ptant In Service

29 Accumulated Depreciation

30 Net Ptant in Service

3t Deferred Tax Reserve

32 Year End Rate Base

33

34 Revenue Requirement Calculation

35 Year End Rate Base

36 Pre-Tax ROR

37 Return and Income Taxes

38 Book Depreciation - annuat

39 Property Taxes - annuat(3% moation odj)

40 Annual Revenue Requirement

41

43

44 Cumutative Revenue Requiremest

45

46

47

48

49

50

St

52

53

54

55

56

57

58

59

60

61

67

68

69

70

71

72

73

74

75

76

2,245,000

(409,000)

t,836,000

(193,677)

1,642,323

1,642,323

1.50%

188,867

68,t67

48,103

30k, 137

68,t67 68,167 68,t67

477,167 545,333 6t3,500

1,553,366 1,464,409 1,375,370

11.50% 11.50% lt.50%

t78,637 168,407 158,168

68,t67 68,167 68,167

47,732 47,251 46,824

294,535 283,824 273,159

120,655

t,380,784

68,167

68667

52,488

699,tt7

39.6 1%

1,286,413

it .50%

147,937

68, t 67

46, 1 t8

262,222

2 Year
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LL1 Lhi il
6 7 8 9 10

2019 2020 2021 2022 2023

9 Contingency . . . .

to Estimated annual operating cosB seeroolostate mm belox - - - - -

11 TotalAmount - . . -

12 Cumulative Program Spesd 2,245,000 2,245,000 2.245,000 2,245,000 2,245,000

14 Deferred Tax Calculation

15 Annuatlax Depreciatioo(nobonusio2ot4) MACRS 15 year

16 Cumulative Tax Depreciation

127,404 120,655 120,655 120,860

897,960 1,018,615 1,139,270 1,260,129

3.33% 68,167

409,000

59,237 52,488 52,488 52,693

488,959 541,448 593,936 646,629

39.61% 39.61% 39.61% 39.61%

193,677 214,467 235,258 256,130 276,920

2,245,000 2,245,000 2,245,000 2,245,000

(477, 167) (545,333) (6 13,500) (681,667)

1,767,833 1,699,667 1,63 1,500 1,563,333

(2 4,467) (235,258) (256, 130) (276,920)

1,553,366 1,464,409 1,375,370 1,286,413

42 Prior Year Cumulative Revenue Requirement 1,701,896 2,007,032 2,301,568 2,585,392 2,858,551

2,007,032 2,301,568 2.585,392 2,858,551 3,120,773

Minimum Take-pr-Pay Assumution Level

Cumulative estimated revenue atminimum take-or-pay level 2,619,600 3,422,200 4,224,800 5,027,400 5,830,000

Cumulative revenue reqoirement(Iine 39) 2,007,032 2,301,568 2,585,392 2,858,55 1 3,120,773

Excess revenue (deficiescy) 6 12,568 1,120,632 1,639,408 2,168,849 2,709,227

Baseline Assumption Level

Cumulative estimated revenue at baseline level 4,632,600 5,862,200 7,274,800 8,687,400 10,100,000

Cumulativerevenuerequtiement(tine39) 2,007,032 2.301,568 2.585.392 2,858,551 3,120,773

Excess revenue (deficiency) 2,625,568 3,560.632 4,689,408 5,828.849 6.979.227

‘ceelerated Sales Assumption Level

Cumulative estimated revenue at accelerated sates level 5,700,100 7,112,700 8,525,300 9,937,900 11,350,500

Cumulative revmue requirement (line 39) 2.007,032 2,301,568 2,585,392 2.858,55 1 3,120,773

!xcess revenue (deficiescy) 3,693,068 4,81 1, 132 5,939,908 7,079,349 8,229,727
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1 Lh) ill Lou L
2 Year 11 12 13 14 15
3 2024 2025 2026 2027 2028

5 Investment

6 Compressors . .

_

7 Piping, meter set, suwey, etc - - -

8 Land (pro-rated) . . . .

9 Contingency - .

10 Estimated annual operating costs seerealestate tans below - - - -

1 1 Total Amount . . - -

12 Cumulative Program Spend 2,245,000 2,245,000 2,245,000 2,245,000 2,245,000
13

14 Deferred Tax Calculation

15 Annual Tax Depreciation(no bonus fl 2014) MACRS 15 year 120,860 120,655 120,860 120,655 [20,860
16 CumulativeTaxDepreciation 1,501,644 [.622,299 [.743,158 [.863,813 1,984,673
[7

18 Annua[BookDepreciation(30-yrprop) 3.33% 68,167 68,167 68,167 68,167 68,167
19 Cumulative Book Depreciation 749,833 818,000 886,167 954,333 1,022,500
20

21 Annual Book/fax Tinier 52,693 52,488 52,693 52,488 52,693
22 CumulativeBook/TaxTimer 751,810 804,298 856,991 909,480 962,172
23 EffectivelaxRale 39.61% 39.61% 39.61% 39.61% 39.61%
24

25 DeferredlaxRmerve 297,792 318,583 339,454 360,245 381,117
26

27 Rate Base Calculation

28 PlanI In Service 2,245,000 2,245,000 2,245,000 2,245,000 2,245,000
29 Accumulaled Depreciation (749,833) (818,000) (886,167) (954,333) (1,022,500)
30 NetPlant inSemice 1,495,167 1,427,000 1,358,833 1,290,667 1,222,500
31 DeferredTaxReserve (297,792) (318,583) (339,454) (360,245) (381,117)
32 YcarEndRateBase 1,197,375 1,108,417 1,019,379 930,422 841,383
33

34 Revenue Requirement Calculation
35 YearEndRateBase 1,197,375 1,108,417 1,019,379 930,422 841,383
36 PreTaxROR 11.50% 11.50% 11.50% 11.50% 11.50%
37 RetumandlncomeTaxes 137,698 127,468 117,229 106,999 96,759
38 BookDeprcciation-annua[ 68,167 68,167 68,167 68,167 68,167
39 ProperlyTaxm . annual(3% inflationadj) 45,453 44,665 43,890 42,850 41,810
40 Annual Revenue Requirement 251,318 240,300 229,286 218,016 206,735
41

42 Prior YcarCumulative Revenue Rcquiremenl 3,120,773 3,372,090 3.612,390 3,841,676 4.059.692
43

44 Cumulative Revenue Requiremml 3,372,090 3,612,390 3,841,676 4,059,692 4,266,427
45

46 Minimum Take-or-Pay Assumption Level
47 Cumulative estimaled revenue al minimum take-or-pay level 6,632,600 7,435,200 8,237,800 9,040,400 9,843,000
48 Cumulative revenue requiremenl ([me 39) 3,372,090 3,612,390 3,841,676 4,059,692 4,266,427
49 Excess revenue(deficiency) 3,260,510 3,822,810 4,396,124 4,980,708 5,576,573
50

51 Baseline Assumotion Level

52 Cumulative estimaled revenue albaselme level 1 1,512,600 12,925,200 14,337,800 15,750,400 17,163,000
53 Cumulative revenue requiremenl (line 39) 3,372,090 3,612,390 3.841,676 4,059,692 4,266,427
54 Excess revenue(deficiency) 8,140,510 9,312,810 10,496,124 11,690,708 12,896,573
55

56 ccelerted Sales Assumution Level
57 Cumulative estimaled revenucal acceleraled sales level 12,763,100 14,175,700 15,588,300 17,000,900 18,413,500
58 Cumulative revenue requiremenl(lüse 39) 3,372,090 3,612,390 3,841,676 4,059,692 4.266,427
59 Excess revenue (deficimcy) 9,39 1,010 10,563,3 10 1 1,746,624 12,941,208 14,147,073
60

61

67

68

69

70

71

72

73

74

75

76
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