10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

b o) Tﬂ‘[\? A
Xklbi; Qki

STATE OF NEW HAMPSHIRE

PUBLIC UTILITIES COMMISSION

March 23, 2018 - 1:55 p.m. DAY 5
Concord, New Hampshire Afternoon Session ONLY

RE: DG 17-048
LIBERTY UTILITIES (ENERGYNORTH
NATURAL GAS) CORP. d/b/a LIBERTY
UTILITIES: Request for Change in
Rates. (Hearing on the Merits)

PRESENT: Chairman Martin P. Honigberg, Presiding
Commissioner Kathryn M. Bailey
Commissioner Michael S. Giaimo

Sandy Deno, Clerk

APPEARANCES: Reptg. Liberty Utilities (EnergyNorth
Natural Gas) Corp. d/b/a Liberty
Utilities:
Michael J. Sheehan, Esq.

Reptg. Residential Ratepayers:

D. Maurice Kreis, Esg., Consumer Adv.
Brian D. Buckley, Esqg.

Pradip Chattopadhyay, Asst. Cons. Adv.
James Brennan, Finance Director
Office of Consumer Advocate

Reptg. PUC Staff:

Paul B. Dexter, Esqg.

Alexander F. Speidel, Esq.

Stephen Frink, Dir./Gas & Water Div.
Al-Azad Igbal, Gas & Water Division

Court Reporters: Steven E. Patnaude, LCR No. 52
Susan J. Robidas, NH LCR No. 44

{DG 17-048} [Day 5 AFTERNOON Session ONLY]{03-23-18}



© 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

I NDEX

W TNESS PANEL: GREGG H. THERRI EN

BEN JOHNSON

EXAM NATI ON BY:
Cross- Exam nati on by M. Dexter (resuned)
QUESTI ONS BY COWM SSI ONERS:
Comm ssi oner Bail ey
Conmi ssi oner G ai np
Chai r man Honi gberg
Conm ssioner Bailey (cont'd)
EXAM NATI ON BY:
Redi rect Exam nati on by M. Buckl ey

Redi rect Exami nation by M. Kreis

W TNESS: AL- AZAD | QBAL
EXAM NATI ON BY:

Di rect Exam nation by M. Dexter

PAGE

64
74
82
91

94,
98

106

105

{DG 17-048}[Day 5 AFTERNOON Sessi on ONLY]{03-23- 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

| NDEX

EXH BI TS

61 Liberty Uilities sanple bill

62 Conpany response to DG 17-048
Staff 4-34

63 Response to DG 17-048 Source
Staff 4-34

64 Conpany response to DG 17-048

Staff 5-46
65 Decoupl i ng Case Studi es

PAGE

109

109

109

134

{DG 17-048}[Day 5 AFTERNOON Sessi on ONLY]{03-23- 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

PROCEEDI NGS
(Hearing resuned at 1:55 p.m)

CHAI RVAN HONI GBERG M . Sheehan.

MR. SHEEHAN:. If | may, based on
t he Conmi ssion's request before |unch, we
contacted the office, and had what's been marked
as "Exhibit 61", which is in front of you. And
by way of brief explanation, and | know t he
W tnesses will talk about it, if you were to
take away all the yell ow shading and the | abels
t hat are green, black, and red, that would be a
typical Liberty Utilities bill. These are
fictitious nunbers.

The new | ine that woul d be
part of the decoupling is the line in orange.
And again -- and there was one nmath error.
If you | ook, partly because M. Bonner was
doing this quickly, under the "Di stribution
Charge", the two "Distribution Charges" above
t he orange line, of "$30.35" and "$36. 14",
that should add up to the nunmber that is in
t he orange |line, which says now "65.50". The
math is wong. |t should be "66.49".

CVBR. BAI LEY: Gkay. You | ost
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MR. SHEEHAN: So, if you | ook at
the orange line, it says "Nornmal weather
adj ust nent "

CVBR. BAI LEY: Cot it.

MR. SHEEHAN:. -- "65.50", that
shoul d be "66.49", and it is the total of the
two |ines above it.

And with that, 'l turn it
back to the w t nesses.

(The docunent, as described, was
herew th marked as Exhi bit 61 for
identification.)

CHAl RVAN HONI GBERG  Thank you,
M. Sheehan. M. Dexter.

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

BY MR DEXTER

Q So, just before we broke for |unch,
M. Therrien, | believe, was tal king about the
decoupling charge being -- we were -- being

smal |l er under the Settl enent proposal, versus

what he had proposed under the original

proposal. And we were having a di scussi on about
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t hat decoupling charge under the Settl enent
proposal, and that's what produced Exhibit 61
So, | guess, with this exhibit clearing
up what the bill would look like, all I wll
ask is, M. Therrien, then to reaffirmthat
t he decoupling charge on Exhibit 61 is
smal | er than what woul d have happened under
hi s proposal, under your original proposal ?
(Therrien) Yes. Because the weather-related

portion of decoupling happens real -tinme, on the

bill at the tine that the bill was being
render ed.

And now, what w |l happen with the -- now t hat
we have the exanple bill in front of us, --

(Therrien) Yes.

-- what will happen with the nonrevenue -- |I'm
sorry, nonweat her-rel ated decoupling piece?
(Therrien) As | nentioned earlier in ny
testinony, that remaining portion wll be

di vi ded by approved throughput units, therns, to
create a volunetric rate. That volunetric rate
i's ny understandi ng would be included as part of
t he LDAC charge, and that woul d happen the year

after the accrual.
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A

So, in this particular case, in ny
hypot heti cal exanple, the renmni ning $479, 131
woul d be refunded the foll ow ng w nter
t hrough the LDAC.
And on Exhi bit 61, the LDAC, is that the |line
that's | abeled "Distributi on Adjustnent"?
(Therrien) Yes, it is.
Ckay. And why was the decision nmade -- well,
|l et nme rephrase that. Wiat's the purpose of
splitting your original proposal into two
pi eces, weat her and decoupling?
(Therrien) Well, it was the OCA' s proposal to
have the real -ti ne weat her portion. And, as a
product of settlenent, the decoupling -- the
full decoupling, which both parties agreed to,
the formof it took this formthat you see in
the Settlenent. So, "a product of negotiation”
IS ny answer.
But is there a practical reason why you would do
the weat her nonthly and the decoupling annually?
O isit -- I"'msorry, annually or seasonally,
you can tell me which way it wll be done? |
t hi nk you said "annual | y".

(Johnson) Maybe | can junp in here for a mnute.
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The weather, by its nature, to get the ful

benefit, we wanted to have it happen in

real -time. So, the person never sends the check

for that 66 cents. They never get it back.
It's just shown as a credit in that nonth. So,

that $3 mllion, you know, over the course of

the vari ous nonths, the cash fl ow never happens.

The custoner doesn't overpay and they don't have

to get the noney back.

In contrast, the other itens, dealing
with electric efficiency and so on,
theoretically, you could cal cul ate that
constantly as well. But it would be a whole
| ot of work for very little benefit, because
it's a very slownoving thing. You know,
energy efficiency gradually energes over
tinme. So, doing it once a year is perfectly
acceptable. And because of its nature, it's
not quite as nechanical as the weather. So,
iIt's a chance for the Staff to audit the
nunbers to nmake sure they're understandi ng
what' s happeni ng and revi ew everything once a
year .

So, it sort of it seenms |logical to nme
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that you need to do the weather thing nonthly
to get the full benefit that we were seeking.
It's optional whether you did the rest of it

in real-tinme. There wasn't any conpelling
need to do it inreal-tine. So, | think it
sort of, by default, stuck with the Conpany's
ori gi nal approach of having it periodically
done, subject to audit and revi ew.

(Therrien) To answer, | think, your nore direct
question to ne, on Page 11 of the Settl ement,

t hird paragraph down, it says "annual revenue
per custoner adjustnent”. So, we're not doing
it seasonally, as the Conpany had originally
proposed, but it wll be an annual adjustnent.
Thank you. Did the relative size of the
expected nechanisns play into the decision as to
whet her or not it would be done -- whether or
not both woul d be done real-tine or both woul d
be done annually or the hybrid that you canme up
wth?

(Therrien) I think Dr. Johnson expl ai ned the
practical reasons why you would not want to
attenpt to put the nonweat her piece into the

bill inreal-time. | think it would be very
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>

10

difficult to calculate that nunber wth any
precision and tineliness. | then think the size
of the expected adjustnent being small er

i nfl uenced the adjustnent becom ng annual, as
opposed to seasonal .

You said "it did" or "it didn't", I'"'msorry?
(Therrien) It did.

So, you expect, if | could just try to restate
this without as nmany negatives in it. |

apol ogi ze for the prior question. Do you expect
t he decoupling piece to be significantly smaller
t han t he weat her piece?

(Therrien) Yes.

And that did play a role in the decision to go
annual ly versus seasonally, is that what you

j ust sai d?

(Therrien) That's ny understandi ng. Correct.
Ckay. Thanks.

(Johnson) But, just to be clear, they're both
decoupling. One is -- they're both trying to
serve the purpose of |ocking down and freezing

t he revenues. So, they're both decoupling, but
t he nonweat her piece is the snaller piece, and

it is -- there's nore things going on, economc
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11

changes in the econony, trend towards energy
efficiency, et cetera. So, a lot of stuff with
very little dollars on net. It kind of nade
sense, in ny mnd, to say "okay, | guess you
don't have to do that constantly every single
billing cycle.” You could periodically | ook at
it and kind of, at your |eisure, study the
causal factors that are going on and the |ike

t hat m ght happen in a Comm ssion review process
once a year, should the Comm ssion want to | ook
at it.

So, this is a hypothetical custoner. And | want
to focus on the line that says "Nornmal Wat her
Adjustnent”. It has a dollar figure tines

1 percent. Could you explain what the 1 percent
I S?

(Johnson) That's a purely hypotheti cal nunber,
and assunming, in effect, that the weat her was --

t he heating degree days was 1 percent col der

than normal. So, you would collect 1 percent
nmore in volunetric charges than normal, if it
weren't for this adjustnent. But, because the

adj ustment cancels that out, there's 66 cent

credit. Basically, the end result is you're
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payi ng the sane anount towards the delivery
portion of the bill as if you had perfectly
nor mal weat her for that particul ar nonth.
And again, | know we've gone over this. But
this is the first tine we've had decoupling
before the Conm ssion, so | want to make it as
clear as | can.

The fact that this is a credit, a
pass- back i ndi cates col der-than-nor nal
weat her, is that right?
(Therrien) That's correct.
Ckay. Good. And I think you said earlier, and
I just want to confirmit, that this 1 percent,
I know it's hypothetical, would apply to a given
billing cycle. And what | nmean by that is
everyone in that cycle would get the sane
adjustment. |t happens to be 1 percent on this
bill. |Is that right?
(Johnson) Yes. Because the weather occurred
during a particular 29, 30, whatever it was,
31-day cycle. So, it's the weather for that
particul ar portion of the year that it's
cal cul ated. The very next day another set of

bills will go out that wll be very simlar,
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because it's al nost the sanme set of weather.
It's only dropped one day at the begi nning and
addi ng one day at the end, but the nunber wll
just slightly change over tine. And everybody
ultimately gets credited for the actual weather
t hrough the entire year, but the slice of that
year that occurs in their particular bills that
only cone once a nonth differs dependi ng on what
cycle they're on.

Q Ckay.

A (Therrien) | would add that it is possible that
you coul d have an exception within a billing

cycle, because it does |look at all of the days

covered on your bill. So, 99 percent of the
custoners in a billing cycle would have the same
amount of billed days. It would go fromthe

15th of the previous nonth to the 14th of that
mont h, and the bill would be rendered and this
1 percent would be the sane for all of those
customers. However, it's possible that, if you
had a custoner that was billed, for whatever
reason, a day earlier and they had 30 days on
their bill, instead of 29, that it would be

usi ng the actual degree days for each one of
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t hose days covered on their bill. So, it could
be a slightly different nunber.

A (Johnson) As a good exanpl e, that woul d be
sonebody who starts service for the first tine,
that's the first billing cycle, there's only 17
days that they were served. And the conputer
programis going to pay attention to which 17
days. And if that particular 17 days happened
to be very cold, they're going to get their fair
credit for the cold weather during that part of
t he nonth where they had just noved in and
started service.

Q So, if | understand, generally, there could be
20 different factors, assumng there's 20
billing cycles, but there could even be nore,
dependi ng on the circunstances of the individual
custoners?

A (Therrien) That's correct.

A (Johnson) Yes. |In the sense, that nost
custonmers use gas the whol e nonth, but not
everyone does. That those exceptions, if
sonmeone had just started service, or they noved
fromone part of town to the other, it's going

to be very precise, and everybody is being
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treated very fairly to reflect the weat her
during the period they were using gas.

You don't know what everyone's usage i s during
every day within that billing cycle, correct?
(Johnson) No.

So, how is that accounted for?

(Johnson) Well, it's reflected in the sense that
they are responding to weat her, so, obviously,
they're billed for the actual usage. But, as
far as the precision of day-by-day, no. There's
no attenpt to actually neasure it down to that

| evel of precision. But the inportant factor of
that, when we say it was "a cold March", but, in
reality, it was only cold, say, at the begi nning
of March and not the end of March, and sone
bills didn't include the begi nni ng of March,
because that was on the previous bill. That's
the i nportant one that was feasible to refl ect.
And that's what we're referring to, and we're
saying it's kind of custonmer-specific.

So, now that we see that the two, | know they're
bot h decoupl i ng mechani sns, as you testified,
there's two parts. Could you explain to ne how

the part of the decoupling nechanismthat's

{DG 17-048}[Day 5 AFTERNOON Sessi on ONLY]{03-23- 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

16

call ed "Weat her Normal i zati on Adjustnent” that
we were tal king about, how does that tie into
the goals that M. Therrien discussed earlier in
t he day about breaking the |ink, and thereby
fostering energy efficiency? How are those two
rel at ed?

A (Johnson) Well, | think it's clear that it
breaks the link, right? That, by not having the
Conpany have any skin in the gane as to whet her
it's alot of volune or a little volune that
runs through the system that holds true for
weat her-rel ated fluctuations. And it's closely
related to the question of energy efficiency, in
that nany energy efficiency neasures relate
directly to weather. That if people -- that's
why | keep giving exanples, if we could
encourage the builders to convince custoners
bui l di ng hones to put nore insulation in, take
out a slightly bigger nortgage, have a whol e | ot
nore efficient hone, it's going to pay for
itself over the life cycle of that building.
That's a conplicated story to tell. That
question is directly linked to weat her, which,

in turn, is directly linked to this.
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But in terms of the original notivating

factor behind decoupling? | would have to

say "no". That's a separate issue. There
have been weat her nornalization adjustnents
around the country | ong before peopl e becane
concerned about energy efficiency. It has
its own set of benefits.

But, in terns of the nechanics, they're
very closely related. And in terms of the
package of the Settlenent, they're very
I mportant, because, at |east fromny
perspective and OCA s perspective, gaining
that benefit, that risk reduction, that cash
fl ow benefit for custoners, this was an
opportunity to achieve that at a time when
we're having to reprogramthe billing cycle,
we're having to deal with these issues
afresh, why not go ahead and fix that as
well? And that's what's part of the

Settl enent.

Q Ckay. So, there were, and | was going to go

t hrough these one-by-one, but | recall fromthe

di scussion this norning three or four benefits

that | heard about the Settl enent package.

17
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of which was, as we've tal ked about, "severing
the link and thereby fostering energy
efficiency". And | just want to nake sure |
have this 100 percent clear fromthe panel. And
what | want to do is | want to go through the
benefits and ask which of these two nmechani sns
on the bill tie into those benefits.

So, just to restate, the "breaking the
link to fostering energy efficiency” wll
be -- there's a direct relationship between
t he decoupling portion in the LDAC part of
the bill, but it's not directly related to
t he weat her normali zati on decoupling
mechanismthat's put forth on the bill. 1Is
that a fair summary of what you just said?
(Therrien) I don't -- | don't think so.
Ckay.
(Therrien) | think what woul d be a better
representation is that both conponents
contribute to the full decoupling and severi ng
the link. Wth one -- with one piece and
W t hout the other piece, it's not a full
separation. You need both pieces to fully

separ at e t hroughput fromrevenues.
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Q Right. No, | understand that.

>

(Therrien) Ckay.

Q But you said at the outset that your prinary
reason to separate throughput fromrevenue was
to foster energy efficiency. | think we agreed
on that within the first few m nutes.

A (Therrien) Ri ght.

Q So, ny question sinply is, the line that's

mar ked " Normal Weat her Adjustnent”, how does

that either help or hurt or have no inpact on

t hat specific objective that we just --

MR KREIS: M. Chairman, |I'm
going to object at this point. That question
has been asked and answered about four tines
al ready. The wi tnesses have both testified that
t he weather -- real-tinme whether decoupling
process does not contribute directly to severing
the -- does not mtigate the effect of energy
efficiency on revenue. So, they are separate
things. So, it doesn't need to be asked and
answer ed anynor e.

CHAI RVAN HONI GBERG | didn't
under st and rmuch of what you just said, except

for the "asked and answered" part.
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MR. KREI'S: That's the essence of
what |'mtrying to say.

CHAI RVAN HONI GBERG.  Yes.

Thanks. No, we're going to let him-- we're

going to let M. Dexter work through this, so
that he's confortable that he understands the
W tness's position.

MR. DEXTER: Well, | would be
perfectly happy with M. Kreis's answer. | just
don't think I got that fromthe panel.

So, | would ask that ny
question be reread. And if the panel can
simply confirmwth what M. Kreis said, |'lI
nove on. |'mnot trying to be repetitive at
al I .

CHAI RVAN HONI GBERG It's going
to be nore efficient if you just reask the
questi on.

MR DEXTER  Ckay.

BY MR DEXTER

Q

So, M. Therrien, we're in agreenent, | believe,

that at the outset of your testinony you stated

20

that the primary reason for proposing decoupling

was to sever this link to foster energy
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efficiency. W're agreed on that, right?
(Therrien) Correct.

Ckay. So, ny question sinply is, the line on
the bill that's marked "Wat her Normalization
Adj ustnent", does that help, hurt, or have no

I mpact on that prinmary goal that we just stated?
(Therrien) Hel ps.

And how is that?

(Therrien) Because the Conpany won't be
encour agi ng or hoping for col der-than-nor mal
weather. It won't be hurt by declining norma
weat her over tinme, |ike sone of the exhibits
that both nyself and Dr. Johnson produced in
testinony. Anything related to sales is now not
a concern of the Conpany's, insofar as --
(Johnson) Let nme junp in with a quick visual
exanple. Just visualize it's a big corporation.
People at the top nay understand the goal is to
encourage energy efficiency. But you' ve got
peopl e all through the system engineers, all

ki nds of people. And they know that, when they
have nice cold weather, and the systemis
punping a | ot of energy through it, that's when

they're fat. That's when |ots of revenues are
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pouring in, profits are great. The conpany is

doing really well because of that cold weather.

And to try to convince everybody
t hroughout the corporate structure, "Forget
that, ignore that, focus on the idea of
hel pi ng the custoners becone nore efficient”,
it's very hard to change that corporate
culture unless you truly break the link. By
truly breaking it, where they no | onger see
that, you know, that the earnings per share
are good because they had a cold winter, it's
very hard to do that.

You can talk to all you want in terns
of, you know, "well, theoretically, over tine
weat her doesn't matter." But, by really
making it not matter, they can totally change
t heir m ndset throughout the conpany.
So, is it your testinony that under, for a gas
utility, under cold years, your conservation
efforts are nore robust than under warm years?
I's that what |'m understandi ng?

(Johnson) No. |'msaying they nake a | ot nore

noney. So, you can tell them "yes, we ought to

22

be talking to those builders”, and they're going
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to drag their feet try to convince the buil ders.
Because they know that, if you have a poorly
i nsul ated house, with a | ot of gas bei ng burned,
t he Conpany is doing well, there's roomto give
bonuses, there's roomto, you know, give raises
to the people working for them and these are
real human bei ngs.

And so, it's all very nice and well to
say "we have a regul ation that says we have
to encourage energy efficiency.” But to
real ly make that happen throughout a conpany,
it's hard to do unless they truly have no
financial incentive that's |inked to vol une.
That's why environnmental groups tend to be
pushi ng for decoupling. That's why the
people that really understand this see it
hel ps achi eve the public policy goals nore

effectively.

Ckay. | should have stuck with M. Kreis's
answer .
MR KREIS: | like theirs better.
CHAI RVAN HONI GBERG | had a

feeling that the witnesses didn't agree with M.

Krei s.

23
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MR. KREI'S: Thank you, M.

Chai r man.

BY MR DEXTER

Q

So, I'd like to ask that same question with
respect to the decoupling charge that's built
into the LDAC. Does that charge have an

I ncreased effect on energy efficiency, a
decrease, or no effect on energy efficiency?
(Johnson) It definitely benefits the m ndset of

encouragi ng energy efficiency, if the entire

24

revenue streamis no longer tied to fluctuations

in volume, for whatever reason. So, both pieces

are related to this idea of decoupling revenues

fromrates.

Is one nore directly related to that goal or are

they both equally related to that goal ?
(Johnson) | don't know that -- how you can say,

maybe the second one is, in sone sense,

nmechanically nore directly related. |t would be

certainly true if we had a state where you

al ready had a weat her nornalization adjustnent.
We're tal ki ng about whether or not we're adding
in the extra piece of the final |line on the

bill. Then you could say "Well, you know, why
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I's soneone still pushing for further decoupling,

we al ready have weat her normalization?" And the

answer i s "Because, you know, there's still part
of the bill that it creates a current incentive
for the conpany to push nore revenue -- get nore

revenue by pushing nore volunme through their

system”
So, | think one of other goals that | heard
about fromthis norning -- I'"'msorry, one of the

other goals | heard this norning that would stem
fromthe Settlenent had to do with cash fl ow,
and it was divided into "Conpany cash flow' and
"custoner cash flow'.

So, could you explain to ne, I'll ask
t he sanme question, which of those two charges
that are now on the bill are going to be
related to "customer cash flow'?
(Johnson) The weat her nornalization one, or the
“"Nor mal Weat her Adjustnent”, is the one that
I mproves the custoner's cash fl ow.
And with respect to "Conpany cash flow ?
(Johnson) The Conpany's cash flow is inproved by
t he weat her nornmalization line, the "Nornal

Weat her Adjustnent”. So, it's very sinple. In
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this exanple, the customer benefits from not
having to send in a check for 66 cents. And the
Conmpany is on the flip-side of that, they don't
receive the 66 cents, which would have ot herw se
been unexpected noney. They would have had to
just park the cash, because they're not -- they
can't predict it. It's strictly a function of
weat her. They woul d have gotten one or
two percent by parking the cash. That's not --
you know, it's a little bit of benefit in that
parti cul ar nonth.

But, when you have a reverse nont h,
where they happen to have m | der-than- nor nmal
weat her, then they have a real problem They
don't get the anal ogous 66 cents they were
counting on. So, they have to have a |ine of
credit lined up. They have to be nmnagi ng
their cash to be able to handl e unexpected
fluctuations in what cones fromthe custoner.

So, it's the sane problem and it
happens to hel p both sides of the problem if
you take away that unexpected risky el enent.
(Therrien) And I would add. It's the real-tine

nature of that particul ar adjustnent that hel ps
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t he cash fl ows.

Q Now, when we're tal king about the utility's cash
flow or a custoner's cash flow, we're basically
bal anci ng revenues and expenses, is that what
we're trying to do here? In other words,
everybody's got to match revenues and expenses,
and therefore pay their bills? 1It's basically
the sane for the Conpany and the custoner, is
that true?

A (Johnson) |I'm not sure why you're asking that,
but that's not true. | nean, the whol e point of
tal ki ng about cash flowis there is a slight
di fference between accrual accounting for
revenues and expenses and actual cash fl ows.

So, you can accrue a debit or a credit that says
“1'"ll pretend | didn't get all that noney from
unusual weat her, because of the approach the
Conpany was originally proposing.”™ And, so,
fromtheir reporting to the financial conmunity,
t hey coul d have stabilized the earnings stream

t hrough their approach. But the actual cash

fl ows woul dn't have been stabilized. They would
still have this cash managenent problem which

woul d, in turn, affect bond ratings,
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cal cul ations, and so on.

So, the real-tine actually is a --
I nproves the cash. It doesn't just stabilize
t he m xture of revenues and expenses. It
al so i mproves the flow of cash itself.
Ckay. So, from a Conpany standpoint, this
adj ustment would apply to all the revenues that
cone in. Wuld you agree?
(Johnson) Not the commvobdity-rel ated revenues.
Ch, true. Wuld you agree all the
di stribution-rel ated revenues?
(Johnson) At delivery, yes.
Ckay. And fromthe custoner's standpoint, it
doesn't have any effect on their revenues.
They're revenues cone from paychecks and things
i ke that.
(Johnson) Ri ght.
They don't get any revenues fromthe utility,
ri ght?
(Johnson) Normally, right.
Ckay.
(Johnson) Unl ess you happen to be an enpl oyee, |
guess.

Yes. So, on the expense side for the custoner,
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they're trying to pay their bills. And ny
question, | guess very sinply, is what
percentage of all the bills the residenti al
custoner has to pay is reflected in their gas
bill? Do you think it's 10 percent of their
budget? Two percent of their budget? Fifty
percent of their budget? |Is there any general
i nformati on you can give us on that?

(Johnson) |I'm not sure what would be a realistic
figure. Qobviously, they have a | ot of other
expenses as well. But, if it's the winter,
their gas bill is a pretty inportant item

But we'd all agree that there are other bills
t hat customers have to pay as well, not just
their energy bill?

(Johnson) Absol utely.

All right. How significant -- back on the
utility side of the cash fl ow question, how
significant a factor is this in the utility's

cash flow, taking weather out of the equation?

(Johnson) Again, | think it's significant. |
mean, they can manage it. |It's not like they're
overwhel ned by it. But it's a significant item
It's worth thinking about it. [It's beneficial
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for themto stabilize it and make it nore

pr edi ct abl e.

Ckay. So, | want to talk about -- | want to
talk for a nonent about price signals and rate
design goals and things like that. | think I
heard this norning that the prinmary -- well, let
me just ask it this way. Wiat is the primry
rate design goal that you -- that you see com ng
out of this Settl enent decoupling nechani sn?
(Johnson) It sends stronger signals to
residential custonmers that adjusting their
thernmostat or investing in nore insulation or
nore efficient appliances wll have an i npact,
that the extra effort of researching and buyi ng
the better appliance, or the disconfort of
turning off the heat in some of the roons in
their house, will have a stronger i npact for
them They w il benefit nore fromtheir
personal action that they took, because we've
noved nore of the bill into the volunetric
charge, and we've taken sone out of the fixed
char ge.

So, it would pronpte conservation, is that fair?

(Johnson) Yes.
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Ckay. Now, in nbst rate cases or all rate
cases, rate design cases, there's four or five
rate design goals that are typically referred
to.
(Wtness Johnson nodding in the affirmative).
(Wtness Therrien nodding in the affirmative).
And | see you're both noddi ng your head, |'m
sure you're both famliar with them And they
go sonething like fairness and stability and
equity, and | don't have themall at the tip of
my fingers, although I probably could read them
froma book, but we'll shortcut this.

Coul d you explain today how t hose ot her
goal s are inpacted or weighed in the -- if
the Settl enent decoupling mechani sm was
adopt ed?
(Therrien) Well, let ne take a crack at the
first part. You're right. They're conpeting
goals. And it's hard to say which one is nore
I mportant than the other. But that's why we
spend so nuch tinme, when we do rate design, on
bill inmpacts. And we run them at various usage
strata, to understand what changes that we nmake

in the proposed rate design, how wll that
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affect custoners? And you can't just say "well,
this one class of custonmers may get a 5 percent
i ncrease", because within that class you can
have significant differences.

So, when this rate design was settl ed,
we had run several iterations of rate design
before we cane to a point that everybody felt
that the rate inpacts, from where custoners
are being billed today, to what the new rates
would result in bills for them That they
were reasonable. They weren't -- there's no
rate shock involved. There was reasonabl e
gradual i smtaken into account. There was
fairness wwthin the class, there was fairness
anongst the classes. And that's where there
i's no magi ¢ button that you can press. It
does cone down to judgnent. And it does cone
down to really digging into the data and the
stratas and sayi ng, you know, "does these
rate desi gn changes nake sense?" So, fromny
per spective, as a conparison fromthe current
rates to the new rates.

I think the second part of your question

maybe is a little bit better for Dr. Johnson
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to explain, over the |ong run, how you bil
utility custoners. So, it's really a

| ong-term price signal.

(Johnson) CObviously, this question of rate
design and the relative inportance of different
public policy goals was one of the fundanental

di fferences between the Conpany's filed
testinony and OCA's. In ny case, | had
literally 80 pages of testinbny on this concern,
trying to convince the Conm ssion that noving
fromone of the highest fixed charges in the
country, back down to | ower fixed charges, and

t hereby increasing the volunetric rate, creating
a stronger incentive for individual custoners to
conserve was in the public interest. And so,
that's why we went through in detail both the
tradeoffs froma policy point of view, the
under | yi ng econom c argunents, a critique of the
Conpany's margi nal cost study, which was a
fundanental defense they had for their
particul ar position. So, clearly, we felt very
strongly about it. And | believe the Comm ssion
should | ook at that. |If there is sone

queasi ness about "why are we reversing things,
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and actually lowering fixed charges?", | would
encourage you to | ook at those argunents,
because | think they are very persuasi ve.
So, and I'Il ask you this question, but 1'd |ike
you both to answer it so | understand, is it the
opi nion of both of you that the result of the
decoupling and rate design conponent of the
Settlement fairly weighs the various rate design
goal s that underlie the proposals that you both
made?
(Therrien) | can say "yes". | had extensive
conversations wth the managenent of Liberty
over where their proposed rates were. As |
nmentioned, we ran several iterations of rates to
make sure that we were not harm ng any
particular class or strata within a cl ass.

And then |I think, nore inportantly, that
a lot of the reasons why, over the years,
Li berty had pushed for higher fixed custoner
charges, is why you still see a custoner
charge of reasonably significant nmagnitude.

So, there was conprom se nade certainly
w thin, you know, the give-and-take of the

Settlement. Cdearly, a nore -- a heavily
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vol unetric charge does nake peopl e think
about how nuch gas they're using, conpared to
everything being billed on a fixed basis.

So, if the goal of the decoupling was to
sever the link of sales and revenues, from
t he Conpany's perspective, and al so provides
an opportunity to send a price signal to
consuners that "the nore you use, the nore
it's going to cost", that makes sense.

Some of the other concerns that the
Conmpany has about retaining fixed charges,
such as there's an inherent cost to the
di stribution systemfor being ready and
avai | able to serve, that was an i nportant
consi deration here as well. So, in other
words, we would not have advocated for a
conpl ete reversal to, for instance, to use a
hypot hetical, a zero custoner charge. |
don't think that you see that here for a good
reason. That's sonething that the Conpany
was very adamant about, that there is a cost
of service. \Whether you use it or not, it is
avai l abl e for service.

So, clearly, in both ny direct testinony

35
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and Dr. Johnson's testinony, we had conflicts
over what the right anount of signal should
be sent for cost collection through rates. |
think the Settlenent strikes a very good

bal ance. And yes, it nbves nore towards

vol unetric, because the purpose of decoupling
IS to encourage energy conservation. So,
fromny perspective, but | think that it's a
good settl enent.

And, Dr. Johnson, will you answer the sane

questi on pl ease?

36

(Johnson) Yes. |'mobviously looking at it from

the other point of view So, it's kind of
whether I"'mlooking if the glass is half full or
hal f enpty. | had recommended | oweri ng the
fixed charges a little bit nore than the

Settl ement provides. But |I'malso sensitive to
t he concerns about bill inmpacts and changi ng
things too nmuch too quickly. So, it's
under st andabl e that the OCA, wthin the

gi ve- and-t ake of negoti ations, wouldn't insist
on getting it all the way down to the |evel that
| was recommendi ng.

And certainly, the Conmm ssion should
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realize, in future proceedi ngs, the OCA may
advocate |l owering sonme of the fixed charges a
bit nore than in this case. But, again,
that's just consistent with the idea of
gradual i sm

So, yes, it's a conpromise. | think
it's a fair conpronmise. And it doesn't
preclude the possibility of further gradual
reductions in future cases, if circunstances
war r ant .
| wanted to finish up on price signals. And |I'd
like to use the billing -- the sanple bill,
Exhi bit 61. And you both agreed, | believe,
that this indicates this is a situation where
weat her was col der than normal, and therefore
there's a bill credit.

And ny question to you is, do you find
that to be an appropriate price signal, to
give custoners a credit when the weather is
col der and their usage is higher?
(Johnson) Again, there's no perfect rate design.
If your only goal was to di scourage energy usage
as much as possi ble, and encour age energy

efficiency to the maxi num degree possi ble, then
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you woul d have a 20 percent return on equity.
You woul d be just super generous in every step
of the process to nake sure rates are as high as
possible. | think it's self-evident in that
exanpl e that there's tradeoffs. That we're al so
concerned about other things besides sinmply
trying to maxim ze energy efficiency.

In this particular case, the tradeoff is
really, really mnor. Because what we're
tal king about is a bill that's arriving, it's
cold, they still see how inportant it was
whet her or not they nade that decision to put
in insulation. They're still sensitive to
the fact that it's colder, they're going to
pay nore. The reason they're going to see
that is because of the gas supply el enent.
They're going to be paying nore for the
commpdity. So, we haven't conpletely w ped
out that awareness of the inportance of
weat her .

In terns of, "is there sonething they
could do if the rate was 66 cents higher or
| ower, or $5.00, in that one nonth, due to

that one thing?" No. The kinds of decisions
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we' re asking people to nake really shoul d be
made based on normal weather. The rati onal
deci sion whether to invest in a better
appl i ance or not, how good an appliance to
invest in, the economcally rational decision
shoul d be based on normal weather. It

aver ages out over the 20-year cycle of that
furnace, or 30 or 50-year cycle of the
building with its insulation. It's the

aver age weat her they shoul d be deci di ng, not,
you know, scaring themwth, you know, the
phenonena of an unusually cold w nter.

So, again, | want to make sure | under stand.
So, you're not concerned that giving a custoner
a refund on a col der-than-normal nonth sends an
i ncorrect or a confusing price signal?
(Johnson) I'mnot. Because, |ooking at this
exanple, if it were a normal nonth, they would
pay $289.71, in terns of this part, or |I'm not
sure what the nunber is -- $66 or whatever.
They woul d have paid the sane $66. The only
question is the first two before the orange,

t hose two woul d have had slightly fewer units,

and therefore they would been slightly | ess
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billed on those two rows. And on a perfectly
normal nonth, this line itemcalled " Nornal
Weat her" woul d have a zero adjustnment. You
foll ow ng ne?

So, the total of the three is still
going to go with nornmal weather, and it's
going to be stabilized. If its a nornal
February, you're going to be -- and they use
a normal anount for their nornmal February
usage, they will pay the sane anpbunt on those
three whether it's unusually cold or not.
They're sinply going to pay based on the
characteristics of their house, the
characteristics of their furnace, and what
the nornmal weather is for that particul ar
nont h.

If you think of, say, April, yes,
they're still using the furnace sone, but
it's not nearly as extrene as in January.

And that pattern that they can see over year
after year will be repeated in the cluster of
the three. And what we're renoving is that
ot her el enent, that sudden spi ke that happens

due to unusually mld or unusually cold

40
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weat her that cones and goes fromyear to
year.
l'msorry, but now I'm nore confused than | was
before. D d you say that, and, again, these are
just exanples, and this 66 cents could be $5.00
for all we know.
(Johnson) Sure.
We don't know proportionally that it's really
this small. But did you just say that the
"$30. 35", the "$36.14", and "66 cents" credit,
when you add the three of those up, they wll
al ways cone out to nornal weather?
(Johnson) That's the basic idea. Let ne try it
a different way. And | don't want to overstate
t his, because, of course, there's fluctuations
t hat happen.

But the critical point is that
"1 percent" factor you see there, that's a
hypot heti cal representation of the idea that
it's 1 percent colder than normal. So, in
anot her nmonth, it was 1 percent warner than
normal, there would have been an extra charge
of 66 cents. But the net effect of the two,

if it, in fact, is 1 percent colder, then the
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units that are in the two rows above it,

where you see this little count of units,

t hose woul d have been 1 percent hi gher or

| ower, depending on the exanple. So, it's

all self-canceling within that little group

of three.

So, under traditional current ratemaking, rates
are set based on nornmal weather. And | think
you both said that, in a col der weat her,
conpani es make nore noney, and, in warmer

weat her, they nmake | ess noney?

(Johnson) Ri ght.

(Wtness Therrien nodding in the affirmative).
And we can all agree on that. And do you agree,
in that situation, that the Conpany is bearing
the risk of weather fluctuations?

(Johnson) Yes.

(Therrien) They are bearing a risk of weather
fluctuations, and so are custoners.

Well, that was going to be ny next question.
(Therrien) Ckay. Because it's -- if |I may?
think it's a commopn m sconception that weat her
is a conpany risk. It is a conpany risk, but

it's a symmetrical risk wwth custoners. They
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have the sane ri sk when the weat her goes the
opposite direction.

Q I n what sense?

A (Therrien) Well, if it's colder than nornal,
they're essentially overpaying for the cost of

the distribution system

Q And under the proposed decoupling nechani sm how

woul d those risks be allocated between the
Conpany and cust oner ?

A (Therrien) They're elim nated. The reason for
that is because, when it's colder than normal,
the distribution portion of their bill includes
a credit to adjust it back down to the right
| evel that they should be paying, which is the
| evel of noney that they would pay under nor nal

weat her. And for the Conpany, they don't have

this, whether it's small or large, this w ndfall

anount of noney of over-collection for their
costs on col der-than-nornmal weat her.

And on the flip-side of that, when it's
war mer than normal, and they're not receiving
enough revenues to cover their costs, the WNA
bri ngs them back to that |evel of revenues

that they need in order to cover their
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operati ng costs.

M. Therrien, in your -- | think it was your
original testinony, there was a chart indicating
t he nunber of LDCs in the country that have

i mpl enented sone sort of a decoupling nmechani sm
Do you renenber that?

(Therrien) Yes. | have it in a few different

pl aces t hroughout.

| think it's Bates 291. And naybe |I' m t hinki ng
of another one. You referenced it earlier, and
you sai d sonet hing about the -- well, let ne
Wt hdraw t hat question, just take a nonent to

find the docunent.

So, |I'm 1l ooking at your rebuttal
testinony. |It's Bates 183.
(Therrien) Yes. | have that.

And so, you would agree that this chart

I ndicates that there are 67 -- are these just
gas utilities?

(Therrien) Yes, they are.

Si xty-seven (67) gas utilities that have
instituted a revenue decoupling nechani sn?
(Therrien) Correct.

Do you know, of that 67 total, how many gas
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distribution utilities there are in the country?
(Therrien) It's an ever-changi ng nunber. |
don't have an exact nunber for you, sir. | wll
say that | believe it's in the 200 range.

In the 200 to 300 range or closer to 2007
(Therrien) My reconciliation is 200.

Two hundred (200). Gkay. There was anot her
statenment in your rebuttal testinony that I
wanted to ask you about. It appears on

Page 179. And it starts at Line 17. And it
describes sonme limtations that you see in
Staff's proposal. Could you read that sentence
into the record that begins "Staff's proposal
limts".

(Therrien) "Staff's proposal limts reconciling
changes in sales related to utility-funded
conservation prograns only, and ignores other
energy efficiency and conservation actions
custoners and ot her stakehol ders take to reduce
gas consunption.”

Now, you woul d agree that M. I|qgbal's proposal
that will be presented tonorrow is based on a
revenue per customer cal cul ation, would you not?

(Therrien) Yes.
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Q And doesn't the fact that it's done on a revenue
per custoner basis take into account these other
itens that you' re saying are ignored? That it's
not just focused in on state utility-funded

conservati on prograns?

A (Therrien) One nonent please.

Q Sur e.

A (Therrien) What |'m |l ooking for is, and maybe
you can help ne, | recall that there was a |limt

t hat was proposed, which nmade it a parti al

decoupl i ng nechanism even like a -- | may have
said "partial", alimted, | think there was a
2 percent limt on the adjustnent.

Q So, it would be the limting part of the
proposal that would -- that was behind the
statenment, not the fact that it was based on a
revenue per customer basis?

A (Therrien) That's correct. It was a conbination
of the fact that it excluded the inpacts of
weat her and that it had a limtation. Yes.

Item (5), "The RDM adj ustnent should be capped
at plus or mnus 2 percent."”

Q So, I think we would all agree that M. Igbal's

proposal was intended specifically to not adjust
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for weat her?
(Therrien) Correct.
Ckay. So, the 2 percent cap, what is it about
that 2 percent cap that you would find -- that
you woul d advi se not adopting, if that's your
position?
(Therrien) Well, frankly, | did find it alittle
uncl ear whether there would be a deferral as a
result of it or just a plain disallowance for
any anount above and beyond the 2 percent. So,
' mgoing to respond assum ng that, if the
decoupl i ng adj ustnent was greater than two
percent, it would be limted to 2 percent,
because that's the way | read the testinony.
So that, to ne, is significant, because
there could be a ot of activity that happens
t hrough all of these other factors that we
tal ked about this norning, such as
custoner-driven conservation, building code
efficiency, a nultitude of different
conservation activities, the effect of the
econony, price signals fromthe comodity
price. So, limting it to 2 percent is a

significant throttling down of the intent of
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decoupl i ng.

Ckay. And | think you also indicated in your
rebuttal testinony that you advocat ed agai nst
weat her normali zi ng the decoupling nechani sm as
M. lgbal -- I"'msorry, excluding the effects of
weat her from the decoupling nechanism as M.

| gbal proposed?

(Therrien) That's correct.

One of the reasons for that you said is that "it
woul d be conplicated"?

(Therrien) I would say that it's --

"conplicated" may be a poor word choice. It may
be inprecise. |If you could point ne to the line
in ny testinony, | would appreciate it.

VMR, DEXTER: M. Chairnman, |
think I"'mfinished, but 1'"d like a mnute or two
to discuss with M. Iqgbal?

(Atty. Dexter conferring with M.
| gbal .)

MR. SHEEHAN: M. Chairman, |
found the reference to ny client's testinony to
"conplicated". | could point himto that, if
t hat woul d be appropri ate?

CHAl RVAN HONI GBERG: We' || see i f
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that's the direction M. Dexter wants to go.
M. Dexter, are you ready to
go?
MR, DEXTER  Yes.

BY MR DEXTER

Q I will just finish by referring to
M. Therrien's rebuttal testinony, Bates 194.
And you've listed four -- five reasons why
real -time decoupling is difficult and conpl ex,
and then you go into sone reasons why those are.
And | would like you to explain whether those
concerns still exist wth respect to the
Settl ement proposal, or have they been sonehow
alleviated, and if so, could you expl ain how

A (Therrien) Well, clearly, it was a product of
negotiation to arrive at the hybrid full
decoupling that we have in front of you in the
Settl ement Agreenent. | have worked with
real -time weat her normalizati on adj ust nent
billing factors in ny experience. And | guess |

woul d say, for nobst custoners, it's not an

49

issue. It's aline itemon the bill. Most
peopl e | ook at the bottomline of their bill and
pay their bill. For those that get interested
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in it, nost consuners can understand the concept
of getting a refund when it's col der than
normal, and that usually is the end of the
conversati on.

The issues that | pointed out here,
these five issues, | still believe they
exist. And | do believe that they can be
overcone, okay? And | did also point that
out in ny rebuttal testinony saying that, you
know, there is a lot of benefits to real-tine
decoupling as well. And that, if it were to
be i npl emented, and this is on Page Bates
196, and it goes back to a question asked
earlier, "if areal-tinmne RDM were
i npl ement ed, the Conpany would work with both
the OCA and Staff to devel op conmuni cati ons
materials for custoners, and to address the
adm ni strative and reporting requirenents
associated with a real-tine RDM "

So, it is nore conplicated than the
Conmpany's original proposal. It has,
frankly, nore benefits fromcash flows that
we had di scussed earlier. And probably --

well, not "probably", it does send a signal
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on that custoner's bill that matches the

weat her that occurred during that custoner's

billing tinmeframne.

So, | guess to answer your question, |
still believe that these five itens are
sonet hing that can be -- that should be

addressed. And | have full faith that the
OCA, Staff, and the Conpany can wor k toget her
to mnimze any inplenentati on i ssues.
MR. DEXTER: That's all | have,
M. Chairman. Thank you.
CHAI RMVAN HONI GBERG Let's go off
the record for just one second.
[Brief off-the-record discussion
ensued. ]
CHAI RVAN HONI GBERG:  Conmi ssi oner
Bai | ey.
CVMSR. BAI LEY: Good afternoon.
W TNESS THERRI EN:  Good
af t er noon.
BY CMBR. BAI LEY:
Q Could we start with Exhibit 61 please, it's the
bill. Can you tell ne what the difference is in

the distribution charge, the two distribution
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char ges?

(Therrien) Sure. The first distribution charge
is what's called the "head bl ock".

Ch, okay.

(Therrien) So, it's priced differently. So, and

it'"'s alittle confusing on the sanple bill, but
it says "96.667 units”. That's because it was
only a 29-day bill. So, the block itself gets
prorated. | believe the block is 100 therns is

the first block. And then anything over 100
therns gets billed at the tail block rate. So,
you just have a little adjustnment here for the
fact that it wasn't a 30-day bill.
And your proposal has different rates for the
head bl ock and the tail bl ock?
(Therrien) No. That's one of the Settlenent --
one of the changes in the Settlenent. The head
and tail block volunetric rates are now the
sane.
Well, that's what | thought. But this bil
doesn't show that, does it? How am | m sreading
t his?

CHAI RVAN HONI GBERG It's

because, |'m going to guess, M. Sheehan, that
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it's because you haven't yet reprogrammed your
systemfor the newbilling, if this were
approved, right?

MR. SHEEHAN:. The proposal was to
put it in effect Novenber 1.

CHAI RMAN HONI GBERG.  Yes. So,
this is just an old bill.

CVBR. BAI LEY: Oh. Ckay. Al
ri ght. Ckay.

W TNESS JOHNSON: So, in effect,
we'd be renoving -- probably be able to renove
one of those rows to make room for this "weather
normalization" row. On net, it really doesn't
make the bill any |longer than it was. A side
benefit of the fact we're flattening the rate.

MR. SHEEHAN: That's the real
reason we're doing it.

CVBR. BAI LEY: Al right.

BY CVSR. BAIl LEY:

Q Can you explain how you -- | don't really
under st and heati ng degree days. | get the
1 percent concept, in that that neans that it
was 1 percent colder than nornal. But how do

you determ ne that 1 percent? Wat's the data
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that you use to get there?

A (Therrien) Sure. Heating degree days are
reported daily at weather stations, and they're
reported to NOAA, and |'mgoing to ness up the
acronym but it's the Nati onal Cceanographic --
N-O A- A, NOAA

So, every day they report in what the
reads are and they cone up with an average
tenperature for that day. And that
tenperature --

Q An average tenperature for that day for a bunch
of different |ocations?

A (Therrien) Right. But, in Liberty's service
territory, it's probably sonewhere right around
here, I would think, at an airport, typically.

Q Ckay.

A (Therrien) So, they would take that, and they
woul d average it, and they would say that's the
tenperature for the day. And then they woul d
take that nunber, and you -- you woul d take
65 -- tenperature 65, and then subtract out that
tenperature, and it would give you the heating
degree days. So, for instance, if the

tenperature was 30 degrees outside, the heating
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degree days is 35. So, you have 35 heating
degr ee days.

Now, here's where we get into normals.
You woul d | ook back, and in New Hampshire
it's 30 years, you would | ook back over that
day, for the past 30 years, then you would
average it. And you would say "Ch, for
today, the nornmal tenperature, stated in
heati ng degree days, would be 32." So,
t oday's actual heating degree day was 35, it
was three heating degree days col der than
normal. And you would just do that for every
single day within the billing nonth, add them
all up, and that's your answer.
Except you said 35 was three degrees |ower than
t he average, is that --
(Therrien) R ght, because it's a little bit of
an i nverse rel ationshi p.
Ckay.
(Therrien) The higher the degree days you have,

the colder it is.

55

Ckay. Can you explain to ne, and this is a rate

desi gn question |I think, you have a

$10.3 million revenue requirenent -- no, that's
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not the revenue requirenent. That's the revenue
defi ci ency.

(Therrien) The deficiency.

Ri ght.

(Therrien) Correct.

So, you -- what's the revenue requirenent?

> O » O >

(Therrien) The revenue requirenent is, well,

let's say it's $95 million. |[|'mnot sure what

t he total nunber is.

Q Ckay. Al right. Let's say "100 mllion" to
make it easy.

A (Therrien) Ckay.

Q So, how does a $100 million revenue requirenent
translate to the revenue per custoner?

A (Therrien) Well, there is -- actually, there was

a great diagramlaid out in Dr. Johnson's

testi nony. You go through an allocated cost

study. And in the case of New Hanmpshire, we

al so | ook at margi nal cost studies, okay? Wich

says this is how nuch the class contribution

should be. So, it's this whole other narginal

cost study that was perforned that hel ps

al l ocate these revenues to the individual

custoner cl asses.
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Q And are those allocation factors resolved right
now? We're not changi ng those?

A (Johnson) Yes.

A (Therrien) Well, what happened in the Settl enent
is basically saying we're going to use the test
year revenues billed in each class to
determne -- we're going to say that's accurate,
that's an accurate allocation of revenues
anmongst the cl asses.

Q Ch. So, it's allocated by revenue. | see.

>

(Therrien) Correct.

Q Ckay. So, that's not really a cost, that's
revenue. It's different.

A (Johnson) There was evi dence about the proper

al l ocation of the revenues and the costs. The

Parties weren't very far apart, and it was

resolved in the Settlenent through the nechanics

of what they've set forth, but, in essence, it

preserves the status quo, as far as how nuch is

residential, how nmuch is snmall commercial, and

how nmuch is industrial, and how much is high

| oad factor, |ow |load factor

commerci al /industrial. Those issues get

resol ved by basically carrying forward the
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percent age shares that were present during the
past rate case -- past allocation process as
reflected in the test year.

Q Ckay.

CHAI RVAN HONI GBERG M. Dexter,
can you refresh our nenory what Staff's position
Is on the all ocation issue?

MR. DEXTER: The all ocati on
bet ween the cl asses?

CHAI RVAN HONI GBERG Uh- huh.

MR. DEXTER | don't believe
Staff has any recommended changes to the cl ass
al l ocati ons.

CHAI RVAN HONI GBERG  Thank you.

BY CMSR. BAI LEY:

Q Ckay. So, say 20 percent of the revenue gets
al l ocated to residential.

A (Therrien) Ckay.

Q How do you get -- how do you -- how do you
figure out -- how do you translate $20 mllion
into a revenue per custoner?

A (Therrien) D vide by the average nunber of
custoners in the test year.

A (Johnson) It's really that sinple.
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Q And then divide by 12 or --

A (Therrien) For an annual -- decoupling is based
on an annual. So, it's just as sinple as it is,
di vi di ng by custoners.

Q Ckay. And then how does that translate to the
per thermrate?

A (Therrien) Well, that's where rate design cones
i nto pl ay.

Q That's what |'"'mtrying to get to.

A (Therrien) Ckay. So, Step 1 is determning the
revenue requirement. W just tal ked about that,
it's 100 mllion. Step 2 is saying what cl asses
should pay that 100 mllion. And then Step 3 is
"how shoul d that class's contribution be
recovered through rates?" And that's when you
start to have the conversati on about fixed
versus vari abl e, bl ock versus no bl ocks, season
versus no seasonal variation. And there's a |ot
of rate design principles that can support
seasonal -- seasonal rates, |ike we have in New
Hanpshire, that can support declining bl ock
rates, or inclining block rates, if the price
signal that the conm ssion wi shes to send i s one

to support a conservation price signal. And
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then the one that | tal ked about earlier, the
fi xed charge conponent. That's the $20 a nonth
charge that residential custoners currently pay
t oday.

So, what you do is you take nunber of
custoners, and you take total vol unes of
t hroughput, and you play around with these
rate conponents until it collects that
class's revenue responsibility.

A (Johnson) But, in terns of this particular
Settlenent, it's in the terns of the Settl enent,
basically, the Parties agree to a specific set
of custoner charges that were | ower than what
they are currently.

Q The fi xed charge?

A (Johnson) The fixed charge. Once that nunber is
pi nned, al nost everything else just flows
automatically. Because there was also a
provi sion that says what's happening to the two
thermrates that are being flattened. So, then
the rest of the math really becones pretty
sinple fromthat point forward

But, to the extent, you know, you want

to know what's happeni ng, you've got
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exhi bits, basically, in the Settl enent
showi ng the exhibits by specific classes and
the like. But the rest of it is pretty nuch
just carrying forward the pattern of the
rates that exist currently. There's no other
really major rate design changes being
proposed in the Settl enment.
Ckay.
(Therrien) And earlier | nentioned the
i nportance of bill inpacts. Wen you're
determi ning the fixed charge and your vari abl e
charges, how nuch you nove either one of those,
you really need to | ook at the individual bil
I mpacts. Because within that rate class, you
have varying size custoners. So, you may |live
in a 1,000 square foot house, and | live in a
1,500 square foot house. | may have elderly
parents that live wwth ne. 1'mgoing to use a
| ot nore gas than you. So, ny bill inpact is
going to be different than your bill i npact,
dependi ng on how we change t hose i ndi vi dual
fixed and vari abl e rates.

So, you just need to nake sure that

they're reasonable. And that's -- it's an
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art. You really need to look at this stuff
and say "lIs that fair?" "lIs that fairness?",
as we di scussed earlier today.

Ckay. So, you did all that.

(Johnson) W did.

Do you have -- can you show ne where the bill
I mpact information is?

(Therrien) Certainly. It was filed with the
Settl enent Agreenent. And they are shown in
Attachnment 8. And there are 16 pages.

Ckay. So, we |ooked at this yesterday, and we
| ooked at the inpact on Keene custoners.
(Therrien) Correct.

But it was with respect to a different issue.
So, let's ook at a Concord custoner,
residential customer.

(Therrien) Okay. So, if you could turn to
Page 2 of 18 [2 of 167?7] of Attachnent RATES- 8,
or | believe it's Page 025 Bat es.

Ckay.

(Therrien) So, this shows on the top portion of
t he exhi bit the proposed rates, and then the
bottom portion the current rates, and at the

very bottomthe difference. And then kind of
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and then to the right side of the exhibit is the

sumer season, and in the far right is the grand

total .

So, if you |l ook at the bottomright of
this exhibit, Line 135, in the far right
colum you'll see that, under the proposed
residential rates, the average custoner,
okay, and that's Line 76, you can see the

usage there, they use, on average, "760

therns". So, the "average" customer on the
systemw || see a $52.89 rate increase in a
year, which represents 4. -- think it's a 6 2

(4.62) percent increase.

Now, when we were eval uating vari ous
rate designs, and the Conpany's bill i npact
nodule, if you will, and this was filed in
direct testinony, we | ook at not just the
average custonmer, we |l ook at snaller
custoners, bigger custoners, all different
strata of usage. And we did that as well. |
don't believe it's been filed here, but it's

part of the process.

A (Johnson) And I mght just nention that, when |
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prepared ny testinony, | had their work papers.
And before | put in ny proposal for even nore
dramati c changes in the rate design, | was very
careful to check and nmake sure there was not
severe inpacts on anyone.

So, to the extent the Settlenment is
further noderating our proposal, | think you
can be very confident that, if you want it,
you can get it, a breakout of specific size
custoners, that they're going to be pretty
noderate. We're not tal king about 50 percent
I ncreases or anything |like that.

Q Ckay, thanks.
CHAI RMAN HONI GBBERG W' re goi ng
to take a break, ten m nutes.
(Recess taken at 3:04 p.m)
CHAI RVAN HONI GBERG.  Conmi ssi oner
Bai |l ey.
COW SSI ONER BAI LEY:  Thank you.
QUESTI ONS BY COWM SSI ONERS:
BY COWM SSI ONER BAI LEY:
Q Can we take a look at the bill inpact on a | arge
commer ci al custoner?

A (Therrien) Certainly. Let's go to Page 9 of 18.
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Can you give ne the Bates page?

(Therrien) Bates 032.

Thanks.

(Therrien) This is a commercial/industrial, high
annual use, |ow | oad factor.

Ckay. Wait a second. H gh end --

(Therrien) H gh annual use, |low | oad factor,
meani ng that they use gas kind of nore in sone

seasons t han ot hers.

So, not like a manufacturing plant.
(Therrien) Correct. Manufacturing plant woul d
be a hi gh-usage, high-load factor. | don't know

whi ch one you want to | ook at, but they're right
next to one anot her.

Ch, let's ook at them both then.

(Therrien) Okay. So, Bates 32 is the high-use,

| ow- | oad factor; Bates 33 is the high-use,

hi gh-1 oad factor.

So would a | ow| oad factor custoner use -- their
hi gh use would be in the winter, and it's kind
of lunmpy, and then maybe -- well, no, not in the
sumer; right? It would be nostly in the

W nt er?

(Therrien) | would think it would be in the
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W nter for a gas conpany.

Al right.

(Therrien) Electric mght be either. But gas in
W nt er.

Ckay.

(Therrien) So, again, the format of the exhibit
iIs the sane. So you go to the bottomright. In
the case of the high-usage, |owload factor, the
aver age custoner woul d see a $3,111 increase, or
3.76 percent, and a little |l ess of an inpact

for -- and it's really kind of the cream of the
crop of custoner. The high-usage, high-1oad
factor, these are the highest utilization
custonmers on the system woul d recei ve a

3. 20 percent increase.

Ckay. Thanks. The next topic | want to cover
is how you figure out the reconciliation. |
guess the only thing that you have to reconcile
Is what's going to be included in the LDAC?
Correct.

Ckay. So you sonehow have to figure out the
amount of revenue the Conpany expected based on
t he per-custonmer revenue tines the nunber of

custoners i n each class, subtract that fromthe
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revenue - -
(Therrien) d ose.

-- that you got --

(Therrien) C ose.

Ckay. Tell ne what --

(Therrien) W do everything first on a

revenue- per-custoner basis. So when we cone out
of the incident case, there will be an

est abl i shed benchnmark revenue per custoner for
each rate cl ass.

So let's just use residential heating.
Let's just say it's $700, okay. A year from
now we'l |l | ook and see what the actual
revenue per custoner was for that class. And
let's say it's $690. So there is a $10
shortfall. That $10 shortfall will be
nmultiplied times the nunber of custoners in
t hat cl ass.

Well, what if you added custoners that year?
Doesn't it make sense to | ook at the total
revenue requirement fromthat class and how nuch
revenue you' ve got fromthat class?

(Therrien) Well, that was ny col |l eague, M.

-- Dr. Johnson's proposal. Wile the Conpany is
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on a use-per-custoner -- or excuse ne --
revenue- per - custoner basis, you could al so have
a decoupl i ng nechani sm based on total revenues.
The reason why | prefer a revenue per customer

I s because over tinme you want to encourage to
add new custonmers to the distribution system
And al ong wth addi ng new custoners cones
additional cost. At a mnimum you're going to
want to give thema service and a neter. So
there's the cost of the service and the neter,
setting up the bill, things like that. So the
revenue- per - cust oner decoupling construct allows
you to keep, on an average custoner basis, sone
addi ti onal revenue to cover that additional
cost .

So this provides the Conpany incentive to add
custoners, but not necessarily add, is it | oad?
(Therrien) Correct. That's exactly what it
does.

Ckay. And then in the technical details about
that calculation for the reconciliation, | think
there was a disagreenent. And |I'm not positive
because | don't think I conpl etely understood

the settl ement agreenent until today, about
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whet her you shoul d use the average custoner
count for the year or the actual custoner count
maybe. | mean, you have a billing -- or maybe
this was ny own thoughts. You have a billing
systemthat's very sophisticated, so you know
actually how many custoners you had each nonth.
(Therrien) Correct.

So would it nmake sense to cal cul ate the
reconciliation based on that nunber rather than
t he average nunber of custoners per year, or
does it really not nake a material difference?
(Therrien) It's really the sanme thing. It's
really the sane thing, because if you cal cul at ed
the adjustnment on a nonthly basis, where you
said the nonthly revenue per custoner target
shoul d be $50, and you did that for each nonth,
it would give you a -- | think it gives you the
sane answer if you use average custoner and an
annual nunber. | think the mat hemati cs woul d
gi ve you the sane answer.

(Johnson) Right. The only other possibility

t hat m ght have been in your mnd as you're

t hi nki ng about it woul d be conceivably you woul d

do this reconciliation every nonth rather than
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once a year, looking at either that nonth
conpared to the year before, whatever. There's
a variety of ways you could do the arithnetic.
The one doing that we're doing here is very
straightforward. You wait a year, you conpare
that year to your benchmark, and then you put
the new adjustnent in for the foll ow ng year.
It's very simlar to what they originally
proposed, except you don't need the conplication
of doing it separately for sumer and w nter
because you don't have the weather issue, which
Is the big difference between summer and w nter.

Q Ckay. And what do you do about the NMEP
custonmers? How did you settle out on that, the
managed expansi on pl an custoners who pay
30 percent nore?

A (Therrien) Yes, they will be included in the
decoupling cal culation. But the 30 percent
premumdollars wll be excluded fromthe actual
revenue per custoner cal cul ation.

Q Ckay.

A (Therrien) That way, they look just like a
regul ar heati ng custoner.

Q Ckay. Do you have Staff's testinony up there?
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(Therrien) Yes, we do.
Coul d you | ook at Bates Page 13 of M. Igbal's
t esti nony.
(Therrien) | have that.
| don't. [I'll get there. | think he's naking a
poi nt here --
CHAI RVAN HONI GBERG  What' s t he
page?
COW SSI ONER BAI LEY: Bat es
Page 13.

BY COWM SSI ONER BAI LEY:

Q

>

That C& expected revenue shoul d be cal cul at ed
at a rate class |evel and then conbi ned. And
you're doing it a little different than that.
s that --

(Therrien) R ght, but --

-- relevant anynore or --

(Therrien) It's not because in the settl enent
agreenent we've adopted Staff's cal cul ation
met hodol ogy.

Ch, so you do what he said.

(Therrien) Yes.

Ch, okay. Thank you. That's probably why

M. Dexter didn't ask you that.
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Is there a provision in the settl enent
to record the actual reduction in usage to
see if this incentive, by decoupling, if the
i dea to reduce usage actually works?

(Johnson) | don't think the settl enent
specifically requires a particul ar | ook-back.
But | think it's a straightforward process that
woul d be worthwhile. It's just going to be hard
because we're tal ki ng about el usive things that
are not specific, individual prograns that are
easy to tidily add up and nmatch. But you can
certainly look at the trend rates in prior
years, and then a few years from now when we
have the next rate case, you can | ook at the
trends since. You' d potentially |look at what's
happeni ng el sewhere in the region, elsewhere in
the country during that tinme period, trying to
figure out whether these actually accel erated
the rate of decline.

It's sonething, if you're interested in,
you should urge the parties to do at the tine
of the next rate case. But, again, it wll
not be a nice, neat, tidy calculation like

the LRAM where you've got kind of these very
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careful buckets that are relatively easy to
nmeasure. |It's going to be nuch nore
subj ective in, you know, the econonetric
nodel i ng or sone ot her nethod sonebody woul d
have to use to try to give you a pretty
preci se nmeasure of how nuch we've changed
peopl e' s behavi or.

The other part of it could be anecdotal.
The Conpany m ght be in a position to --

(Court Reporter interrupts.)

(Johnson) The other thing that you could
potentially have woul d be anecdotal. The
Conpany could nmake the effort to tal k about the
efforts they nade internally wthin the
corporate culture and efforts they made to go
out and talk to builders or the Kiwanis C ub or
the like. Hopefully they're hearing and
t hi nki ng about these things, now that they' ve
got the incentive strai ghtened out, assum ng you
adopt the settlenent, that they can cone back in
a couple years and tal k about, you know, they're
no longer -- | don't think they'll ever admt
that they were dragging their feet. But

hopefully they'll be happy to tal k about how
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much nore aggressively they started working at
it once they were able to convi nce everyone
t hroughout the Conpany of the benefits of
encour agi ng people to be nore efficient.
That's all | have thank you.

CHAI RVAN HONI GBERG.  Conmmi ssi oner

G ai np.

QUESTI ONS BY COW SSI ONER G Al MO

Q
A

Q

Q

Good afternoon, gentlenen.

(Therrien) Good afternoon.

Dr. Johnson, one of the themes | took from your
comments today is your and the OCA' s belief that
prudent ratenmaki ng enphasi zes volunetric

pricing.

74

(Johnson) Yes. Wat | would say is, in this day

and age, given our concerns about energy

i ndependence, greenhouse gases, there's a whol e
series of reasons where as a country, not only
state, as a country we're trying to encourage
better and nore prudent use of our energy
resources. Volunetric rates hel p do that
effectively, nore effectively than high, fixed
char ges.

Conversely, you seek to have fewer fixed costs.
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A Exactly. And those states that continue to have
very high fixed charges and | ow volunetric rates
I think have one foot on the gas and one foot on
the brake at the sane tine. And it's terribly
inefficient, | nean, putting in all the
subsi di ari es and prograns and si nmul taneously you
have a rate design that's kind of going in the
ot her direction.

Q And correct ne if I'mwong, but | thought I
heard you say, and |'m paraphrasi ng here, that
you and the OCA kind of reserve the right to
| ook to get |lower fixed prices and nore
volunetric pricing going forward.

A (Johnson) Yes. There's nothing in the
settl enent that prevents themfrom three years
from now, suggesting a further $2 or $3 or
what ever reduction in fixed rate.

Q That's exactly where | was going. Wuld you
expect it to happen prior to the next case,
whi ch is schedul ed for before the end of 20207

A (Johnson) | think you m ght see it in other
utilities' cases, if there are others in the
state. But for this Conpany, | don't think

you'd see a proposal until the next actual rate
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case.
Ckay. Thanks. That's hel pful.

M. Therrien, the Conpany has
experienced growh; is that correct?
(Therrien) Yes.
And you're forecasting conti nued growth?
(Therrien) That's ny understandi ng, yes.
O the Conpany is. |If the Conpany weren't
forecasting continued growth, would you be | ess
supportive of the per-custoner revenue nodel as
opposed to a total revenue nodel ?
(Therrien) It's ny belief that the
revenue- per-custoner nodel is better suited for
a gas Conpany that's in a conpetitive narket
conpeti ng agai nst alternative fuels, conpared to
an electric conpany that has essentially 100
percent market share within their service
territory. Therefore, | think total revenue
decoupling tends to work a little better for
electric conpanies. | don't think it's a great
fit for gas.
Ckay. And now I'Ill ask questions to the panel,
and you can better determnm ne whoever wants to

answer.
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What | thought | heard was, absent

weat her nornalization, there's going to be a
need for either nore frequent rate cases or
step adjustnments along the way. | think that
m ght have been Dr. Johnson's comments, but
|*"mnot sure. |Is that true? D d | hear you
correctly?

A (Johnson) | was alluding to this one subtle
i ssue of the trend towards warner winters. And
I guess one of the issues that have sort of been
in controversy here is whether sonehow t hrough
this settlenent has OCA kind of |eft noney on
the table on behalf of the residential custoners
they represent, that they would potentially
benefit fromthat trend by basically the Conpany
under-earning the allowed return that's all owed
in the case. Over the next few years, there'l
be this little bit of erosion in the revenues
because of that warm ng trend. Shouldn't, you
know, perhaps OCA have tried to help residenti al
custoners continue to get the benefit of that.
And | was trying to say, |look, first of all,
it's alittle bit smaller anount of noney that's

at stake. And it's not really, you know, one of
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these issues | believe where you would want to
focus on that short run, a few dollars that
residential customers m ght be benefiting from
t he status quo because there's inevitably going
to be a rate case. The Conpany has to cone back
to cover their costs if this erosion is due to a
warm ng trend. They're going to have to cone
back for a rate case when a problem buil ds up
enough to becone noticeable and affect their
earni ngs and bond ratings and so on. So that's
how it gets into the timng of the rate case.

| think that ultimately there is not a
significant | ong-run benefit to the public or
to ratepayers fromerrors in the ratemaking
process is a summary way of saying it. Wen
we oversinplify the process and do things
li ke ignore the trend, which | get, |
under st and why people ignore the trend, but
the states |'ve been in where people try to
make projections of the trend and try to
adj ust the revenue requirenent forward based
on the trend, they get shut down because it's
hard to be accurate, and it's controversi al

as to how nmuch of the trend is really there.
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So you don't even try anynore. Well, what
I"msaying is, ultimately | don't think this
is sonething that is a loss for OCA. | think
the fact that maybe there's a little bit of
trend there, but it's all cancelled out. The
Conm ssi on, one way or another, finds a way
to be fair to the utility to make sure they

have an opportunity to earn their return.

Q Thanks for the clarification.
This is a real sinple one. | think
know t he answer. |Is weather nornalization

basically only a winter issue?

A (Johnson) For gas utilities, that's where it's
nost serious. But, you know, obviously it can
affect the spring and the fall. It shows up in
the data. And, of course, once you start
| ooking at it for electric conpanies, it tends
to be the reverse; it's the cooling-degree days.
Sane sort of issue. |If there is a warmng in
the summer, then that affects the anount of

ai r-condi ti oni ng usage.

Q So it's just inverted based on gas versus
el ectric.
A Yes.
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And ny | ast question is just about the $50, 000
threshold for the software upgrade. Just
wonderi ng where that nunber cane from \hat's
the justification for $50,000, and is it going
to be sonething that can be done in-house or --
(Johnson) W were provided with a cost. W
asked -- we were in sone negotiations even
before this settlenent about the issue once we
filed our testinony. The Conpany was trying to
figure out, could they swallow it, you know,
what ever .

So there was sone phone calls and
di scussions. And we asked themto go to
their vendors and get an estimate of what it
woul d cost to inplenent. And they got back
an estimate, | think it was $50- to $100, 000,
sonething like that. That was the estimate.
And | felt confident they should be able to
bargai n that down towards the $50, 000 range,
because this is a benefit to the software
provider that can then turn around and offer
this as a feature upgrade, even though --
because they're apparently consi dering

eventual | y changi ng vendors. This particular

{DG 17-048}[Day 5 AFTERNOON Sessi on ONLY]{03-23- 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

Q

Conpany nay or nmy not be the one they use
over the long haul. But in terns of -- so,
t herefore, perhaps the vendor mght try to
give themthe really hard price, the $100, 000
end of that range. And all | was doing in ny
conversation was to urge them and say, well,
poi nt out to themthat other people are going
to benefit fromthis.

Bottom | ine, though, is we had this
nunber, 50 to 100. And in the negotiation,
t he Conpany agreed to cap it at the 50.
They're either going to negotiate it down and
keep it to 50 or they're going to absorb the
difference if they're unable to.
Any comment to that?
(Therrien) I think that's a fair representation.
Part of the give and take of a settlenent.
So | apologize. | guess | have one nore
question. WII| there be transferability to the
electric conpany for simlar decoupling if that
was pursued for the other side of Liberty?
(Therrien) I"'mafraid | just don't know the
answer .

Ckay. It's been a |long day. Thank you bot h,

81
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gent | enen.

QUESTI ONS BY CHAI RVAN HONI GBERG

Q

A

I don't have nmuch to cover. | have a couple
questi ons about Exhibit 58 which is the thing
from AGA, the energy anal ysis.

The first question is about the listing
fromLiberty UWilities on Page 10 of t hat
docunent. R ght below the Liberty Uilities
entry there's an entry for National Gid-
EnergyNorth Natural Gas. | know this is 2015
data, and the survey may not have caught up
with the facts on the ground. |Is that the
best explanation for why there are two
entries here?

(Therrien) | actually questioned that line item
myself when | saw this, and nobody can figure
out where it cane from So it should be

I gnor ed.

Excel l ent .

Is it your understanding that the |i st
of utilities that starts on Page 7 and runs
t hrough Page 12 is close to, if not all, of
the gas utilities in the country?

(Therrien) O the investor-owned utilities. So

82
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this would not include -- and there's a
signi ficant popul ati on of co-ops or snaller
utilities or nmunicipally-owed utilities. So |
believe this is just investor-owned.
There are roughly 200 gas utilities |listed here.
| actually counted them up. Al nost exactly 200.
Is that the nunber that you -- is that the
source of the thinking that you had when you
t hought it was about 2007
(Therrien) No. It was froma different anal ysis
| had done based on a subscription service that
we have at Concentric called SNL, where we can
pull down all sorts of data, ny recollection.
Does that include the nmunis and the co-ops?
(Therrien) It does. | was just thinking of
i nvestor-owned utilities when | said 200 earlier
in the day. So this validates --
You feel good about that one.
(Therrien) | feel good about that one.
Thank you.

Dr. Johnson, | think it was you who nade
what | think is a useful point to rem nd
peopl e that, although rates nmay go up, bills

may not if usage is controll ed.
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A (Johnson) Yes.

Q That is an inportant thing that we try to talk
to politicians about. And I know you're an
econom st and you get how t hat worKks.

How do you convey that type of
information to people who fixate on rates?

A (Johnson) Well, it can be hard, but that is
exactly the issue. Because when we say society
benefits as a whol e when we encourage energy
conservation, it's really true. People's bills
will go down. The commobdity portion of the bill
Is going to go down. And furthernore, a |ot of
tinmes it will go down a whole ot nore than they
reali ze because, again, people don't necessarily
have the information to understand the
trade-of fs between nore expensive insulation or
|l ess and so forth. So a policy change like this
| think clearly sends better, stronger price
signals. It encourages the Conpany to be nore
proactive in trying to encourage conservation
and ensure custoners do.

And there's one nore thing which is hard
to convey, but try to keep in mnd, is that

to the extent we create | ess pressure on our
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need for energy cunulatively as a country, we
don't need as nuch energy, then, in turn,

t hat upward pressure fromthe entire narket
is less. The need to put new pipelines and
all the pressures and costs that cone with
that as we try to put themin nore and nore
difficult areas, or areas that now have
becone very popul ated when they weren't
before. In terns of just drilling and
acquiring gas, you're going, just over time
you're going fromrelatively easy areas to
harder areas. So there's these inherent
upward pressures. |If we can just slow that
process down, it's beneficial to everyone.

It shows up in many ways that are very hard
to capture and quantify, but they're very
real .

| believe it was you who said early on today
sonething along the lines of you didn't

under stand why t he Comm ssi on adopted the LRAM
in the EERS dockets. Was that just a little
hyperbol e, or do you really not understand why
t he LRAM was adopted in the EERS docket?

(Johnson) My attenpt to be diplomatic about the

85
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fact that | think you would have been better off
adopting a nore bal anced, symmetrical Kkind of
approach, rather than a one-way el evator that
only raises the bills rather than --
VMR. KREIl S: M. Chairman, if |
m ght. Wat Dr. Johnson doesn't realize is
that the settl enent agreenent --
(Court Reporter interrupts.)
MR KREIS: [|I'msorry. | just
wanted to nmake clear that what we haven't
expl ained to Dr. Johnson is that there was a
settl enent agreenent in that case. That subject
was hotly debated during settl enent
negoti ations. The fact that there is an LRAM
and not a decoupling nechanismis really the
result of bargaining for terns that we typically
don't really go through in the hearing room
CHAl RVAN HONI GBERG  And | know
that, M. Kreis, and you know that. |
understand that Dr. Johnson doesn't. But I
really did want to hear whether that was
hyper bolic or whether he wanted to nake a
substantive criticismbeyond what he had al ready

said, and | heard about half of the substantive
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criticism
MR KREIS: And | thank you

because | had the sane question about his
comment to that effect.
(Johnson) Basically I was trying to be
diplomatic. | did not recall -- and probably
now that it's comng back to ne, I think I did
see there was a settlenent behind that, but I
didn't recall specifics. But | understood the
Commi ssion had endorsed it, and | didn't want to
seemtoo critical of it. But |I do think you
need to nove past the LRAM The LRAM was a
conpromise. It be better to go ahead and do
decoupling right. And I think with this
real -time weather elenent in particular, it's
very much right, getting full decoupling,
conpl etely changi ng the environnment in which the
corporate culture exists and attitudes exist,
and sinultaneously you're creating a very real
ri sk reduction for custoners that will very nuch
benefit them
Thank you.

The | ast area that | had questions about

t hat haven't already been answered has to do
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w th the weat her nmeasurenents and how
granul ar the geographi c neasurenents are
goi ng to be.

I think you indicated, M. Therrien,
t hat you t hought a neasurenent woul d probably
be taken in Concord for this part of the
service territory. |I'mnot sure how far down
that goes. | nean, in general, | think w'd
agree that when it's colder than average in
Concord, it's probably col der than average in
Salem But that's not always the case. And
in fact, there are a | ot of Nor'easters where
the weather is quite different in Sal emthan
it is in Concord. Are there going to be --
you may not know the answer to this.
(Therrien) No, but I still -- if you don't m nd,
|'d appreci ate answering it because it's a very
valid concern, especially when you have a

service territory that is either very |arge or

88

has uni que weat her circunstances. And I'IIl give

you an exanpl e.
| used to work for Connecticut Natural
Gas, and it's primarily the city of Hartford.

But they also had the city of G eenw ch,

{DG 17-048}[Day 5 AFTERNOON Sessi on ONLY]{03-23- 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

which is alnost in New York Cty. There were
two separate weather areas for that utility.
They mai ntai ned those separate billing
determ nants and weat her data for a reason
Now, | don't know whether Liberty Uilities
mai ntains different records, but you need to
be able to have all of the underlying data in
order to do this the way that | think where
you' re goi ng.

And then second, | would say it's a
fairly big decision because, you know, it
should be material. And the difference
bet ween G eenwich and Hartford is about
20 percent. So it was, you know, 20 percent
colder in the center of Connecticut than it
woul d be down on the shore by New York City.

So, not knowi ng New Hanpshire quite as
well, though I know it pretty well, |I'm not
sure that you see that nuch of a difference

bet ween the two service areas that you tal ked

about .
Well, | nean, anecdotally, | can tell you that
where | live in Concord, it is often 5 degrees

colder than it is where the tenperatures are
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reported in Manchester. And both are in the
service territory.

(Therrien) Well, | think it would be a sinple
data request to just get the nunmber of heating
degree days for those two areas.

Right. And that is all knowabl e infornation.
(Therrien) Yes, public information.

And it's al so knowabl e how to do those

nmeasur ement s because you' ve |laid out how to do

t hose neasurenents.

(Therrien) R ght.

(Johnson) Utimately, it's just a question of
whet her you -- | think the bills can be adjusted
on a nore granul ar basis than on a statew de
territory. And | don't think the software
programis that much nore. Now, whether it's a
little nore effort for themto do it nore

granul arly, whether it's worth it is kind of the
point. | don't know nyself whether it would be
worth it. But certainly I'mpretty confident if
t hat were the stunbling block that was causing
you to have second t houghts about accepting the
settlenent, | don't see any inconsistency

between requiring it to be nore granul ar where
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practicable and still adopt the settl enent

package shoul d you ever want to go in that

di recti on.

Q Don't be fooled. | just got interested in how
the bill would work, | got interested in how
you'd neasure the weather. | think M. Sheehan

and | could tell you the weather's different in
downt own Concord than it is on the east side
where | live. But, again, they do tend to
travel together.

A. (Johnson) Ri ght.

CHAI RVAN HONI GBERG.  Commi ssi oner

Bai |l ey.

QUESTI ONS BY COW SSI ONER BAI LEY (CONT' D) :

Q One area that | forgot to ask that | was
t hi nki ng about this norning is the way this
works, if |I as a custoner, or all the custoners
conserve and use less thernms this year, won't
the rate per custonmer have to go up next year?

A (Johnson) Yes, that's what happens, whether it's
decoupling or the LRAM That is the issue. But
the bill will go down because they're
conserving, which is what the Conmm ssioner's

point -- or the Chairman's point was just a
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nonent ago.

That's what nade nme think of ny thought from
this norning. But will it go down the next
year ?

(Johnson) I n nost cases, yes, because you've
done sonething different. You' ve either
adjusted to the idea of having your thernostat a
little bit colder in the winter or you' ve
installed a better furnace. You' ve done
sonet hi ng that tends to be permanent in nature.
It's in response to the custoners making --
they're conserving nore. Once they change their
habits or change their infrastructure, they tend
to get benefits for many years in the future.

But the whole prem se of this is revenue per
cust oner, which sounds al nost |ike a fixed
nunber to ne.

(Johnson) Yes, it is. There's one of them
that's fixed in the nmechanics of this. Qut of
this rate case, you take a snapshot of this
particul ar test year's revenue per customer, and
t hat becones part of the adjustnent. Now, the
next year it mght be 12 cents | ess and the

followng year it mght be 24 cents | ess and the
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followng year it mght be a dollar less. Over
time it's trending down. And so the annual
el ement of the decoupling will tend to give them
nmore of a credit over tine. But, again, their
bills will actually be going down as a result of
usi ng | ess.
(Therrien) Right. Let ne just nmaybe put this on
a sinpler plane.
Revenue per custoner doesn't mean you

bill all the custoners in that class the sane
amount. It just neans that at the end of the
year, you accunul ate all the data and do this
di vi sion and cone up with a nunber that you
can reconcile to. Everybody will still have
their own specific bill based on their own
i ndi vi dual usage.
Ckay. |'ll think about that sone nore. Thank
you.

CHAI RMVAN HONI GBERG | didn't
have anyt hi ng el se.

M. Sheehan, you're going to
defer to M. Buckl ey?

M. Buckl ey, do you have any

foll ow up?

{DG 17-048}[Day 5 AFTERNOON Sessi on ONLY]{03-23- 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

94

MR. BUCKLEY: W do have one or
two questions for followup. But would it be
possi ble to get just a two- or three-mnute
break to discuss? | know that Dr. Johnson has
to arrange his travel very, very quickly.

MR. KREI'S: WMaybe just go off the
record for a second?

CHAI RVAN HONI GBERG  Sur e.

(Di scussion off the record)

CHAI RVAN HONI GBERG M . Buckl ey.

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

REDI RECT EXAM NATI ON

BY MR BUCKLEY:

Q So, Dr. Johnson, | want to return to a |ine of
questioning that Attorney Dexter dove into
regardi ng the benefits, how the two pieces that
woul d be either on the bill or in the LDAC, the
decoupl i ng adj ust nent nechani sm versus the
weat her - nor nal i zati on adj ust nent nechani sm how
they relate to energy efficiency. | observed
t hat your answer was fairly conplex, and |I'm
going to try to see if | can sumit up alittle

bit just for a nonent.
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So would it be accurate to say Attorney
Dext er asked you how and why the
weat her-normal i zati on adjustnent relates to
energy efficiency?
(Johnson) Yes.
Wuld it be accurate to say that the
weat her - nornal i zati on adj ust ment, i ncludi ng that
as part of this settlenent agreenent, provides
revenue assurances that allow a reduction in the
fi xed custoner charge, raising the volunetric
portion of the bill?
(Johnson) Yes, | think the Conpany is going to
be nmuch nore willing to accept the rate design
approach that we advocated, given that they are
obtai ning the revenue. The normali zation
el ement of the package -- because, again,
stabilizing that is significant to them and
beneficial -- and it's very sound theoretically,
but I also think it tends to be linked, in a
subtle way linked to the rate design i ssue as
wel | .
And woul d you agree that in many instances
where -- in the vast majority of instances where

full decoupling is adopted, it is often
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acconpani ed by a reduction in the custoner
charge for that very reason?

A. (Johnson) | think that nmay often happen, yes.
Their resistance to | ower custoner charges goes
away or i s weakened once they are not having to
deal with these |arge swngs in their earnings
per share due to weather. The consequences of
that, in terns of trying to predict earnings,
it's just obviously less attractive to go out
into the investment market and have to have your
ear ni ngs per share bounci ng around due to things
Il i ke weat her.

So | think fromthe Conpany's point of
view, stabilizing this is valuable to them
and in turn becones -- that's the reason it's
all linked to this fixed anpbunt per charge.

If you had a straight fixed value, but with a
$50-a-nonth bill that never changes, then
their earnings per share would be nice and
stabl e, and they don't have to worry about,
you know, expl ai ni ng how nmuch of the poor
earni ngs perfornmance they had is due to

weat her, because none of it would be if you

had a straight fixed variable with a very
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hi gh fixed rate.

So froma custoner's perspective, having that

| arger portion of their bill be attributable to
volunetric charges rather than the custoner
charge, would you agree with ne that that, in
and of itself, that creates an incentive for
custonmers to conserve nore energy and invest in
energy-efficiency neasures, and does so w t hout
billing the rest of the custoners via the
systens benefits charge?

(Johnson) Yes, it allows an incentive for
custonmers to be nore conscious of their energy
usage, again, all these things that had
happened. And it does not show up in that kind
of charge. It's sinply to encourage people to
be wiser. And it also has, in and of itself a
subtl e benefit that | think is very real, which
Is, the way you can word it is, the custoners
have nore control over the bill. Because with a
volunetric rate, they can actually control the
bill to sone degree. There's actions they can
take. |If everybody's charged $60 nonth, no
matter what they do, it's kind of frustrating

for custoners. Custoners |i ke choi ce. And
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volunetric el enents give them a greater degree
of choi ce.

Q Thank you, M. Johnson

REDI RECT EXAM NATI ON

BY MR KREI S:

Q I just have a couple of questions, just by way
of cleaning things up that |'mthinking about
t oday.

M. Johnson, at the very -- or Dr.

Johnson, | nean -- at the very begi nni ng of
your cross-exam nation there was a question
about whet her the Conpany, under the current
regi ne, which includes the | ost revenue
adj ust mrent nechani sm has been dragging its
feet or not. And | wanted to point out that
t he energy-efficiency research standards have
only been in effect since January 1st. Wuld
you agree with nme it's a little too early to
det erm ne whet her the Conpany, under the
current reginme, has been dragging its feet?

A (Johnson) Yes. And | don't want to seeml|i ke |

was accusi ng them of consciously dragging their

98

feet. | was trying to convey the fact that it's

hard to conmuni cate through a | arge Conpany to
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everyone to change your m ndset and start
encour agi ng people to use |l ess of your product.
So that would be a | ong-term phenonenon t hat
we'd be | ooking to observe in the Conpany.
(Johnson) Yes. And | think it's taking your
foot off the brake, and at the sanme tine we're
putting our foot on the gas through other

pr ogr ans.

Wth respect to the | ost revenue adjustnent
mechanism it's fair to say that that is limted
exclusively to revenue that is |ost to prograns
that are paid for through the systens benefits
charge; correct?

(Johnson) Yes, which is one of the weaknesses of
t hat approach. It gets into a m ndset of we
have to have prograns, we have to have
subsi di aries, we have to set things up. And

al though there's roomfor that, | think nore
mar ket - ori ent ed approaches of doing sinple
things |like getting builders to change their
attitudes, there's all kinds of things that are
not programmatic in nature, and trying to
encour age energy efficiency through those

non- progranmatic solutions I think is equally
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important. Thus, it's unfortunate with an LRAM
t hat conpanies tend to respond to incentives.
And if they see an incentive to try to focus on
that, they don't necessarily ignore everything
el se, but they're going to give it |ess
attention in the current environnment where you
only have an LRAM and they do not have the sane
sort of neutrality towards those ot her non- LRAM
activities.

So, given that currently the buil ding energy
code in effect in New Hanpshire is actually the
2009 edition, would you agree with ne that if

t he Conm ssion approves the settl enent

agreenent, the decoupling plan that we proposed
goes into effect, and we | ook to the Conpany's
behavi or for evidence that the programis having
its desired effect, once signed, m ght be

vi gor ous advocacy by the Conpany for updating
the buil ding energy codes in, say, sonething

i ke the 2018 edition?

(Johnson) Yes. O at least at a m ni num putting
a lot of effort into educating the

deci si on- makers, hel pi ng them understand the

nunbers. Again, they have a lot of credibility.
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It's not just a question of advocacy, but
providing informati on and putting that effort
i nto educating people and trying to explain it

to them where otherwise their attitude m ght

101

be, you know, |'ve got better things to do with

ny tine than to try and sit down with whoever

it

Is that makes deci sions about buil ding codes in

New Hanpshire.
Q I think this m ght be a question for M.
Therri en.

Wth respect to Exhibit 61, which was
the bill that the Conpany was kind enough to
provi de over the lunch hour, | just want to
make sure it's clear. |It's not your
under st andi ng that we, neaning the
signatories to the settlenent agreenent, are
comm tting ourselves to naking Liberty
Utilities' bill |1ook exactly like this should

the settl ement agreenent be adopted.

A (Therrien) No. | agree. This is illustrative.

And ny understanding of, and it's a thin

under st andi ng of the requirenments on bills, but

it looks like an extra line itemto show the

weat her adjustnent is the right thing to do,
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given the requirenent to show actual netered
consunption on the bill, as opposed to changi ng
that consunption to reflect a normalized bill.
So, to ne, I've seen a lot of bills. This is a
fairly typical presentation of a WA

Q So we could work with the Conpany, in theory,
and actually inprove on what's in Exhibit 61 and
create naybe a slightly inmproved version of this
bill that would make the decoupling nechani sm
we're proposing really clear to custoners in a
way that would really hel p advance policy
obj ecti ves.

A (Therrien) | would say yes. And | think that
that's contenplated in part of the communication
pl an, too. That would be joint anong Staff, OCA
and the Conpany. And | think the bill is what
peopl e get every nonth, so it is an opportunity
for education every tine they get a bill.

Q And just to be clear, if | told you there were
11 different weather stations that the national
weat her service operates in New Hanpshire, |
think | heard one or both of you testify that at
| east theoretically we could be granul ar enough

to reflect those 11 di fferent weat her data
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points in the decoupling nmechani sm
(Therrien) Well, | would say that the $50, 000
nunber that the Conpany committed to the billing
changes woul d probably be insufficient if you
wanted to get as granular as 11 stations. But
If the data is there, it can be done.
Fair enough. And | think Comm ssioner Bail ey
was aski ng you di stingui shed gentl enen about
what sort of | ook-back requirenent there would
be so that we could evaluate the success of the
decoupl i ng pl an.

I n your judgnent, does the commtnent in
the settlenment for the Conpany to cone back
and file a rate case with a 2020 test year
wi || that process be an adequate, sufficient
and appropriate opportunity to assess fully
t he success of the programthat we're
proposi ng here?
(Johnson) Certainly a first start. You only
have three years' worth of experience. But
there's no reason not to provide an update to
t he Comm ssion at that point. But ultinmately,
sonme of the goals we're tal ki ng about are going

to take a decade or nore to really take ful
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effect. W're tal king about | ong-term benefits
here. | wouldn't want anyone in three years to
say, oh, gosh, we only noved the curve just a
little bit in the first couple years and be
di sappoi nt ed.

But certainly there's nothing
I nappropriate about taking a first look at it
in that first case because it does give you
several years of data to | ook at.

Q My point being that you woul d agree that the
come- back requi renent has as a purpose, at | east
in part, at least that initial opportunity, to
take a conprehensive | ook at how well we've done
at least in that initial period.

A. (Therrien) | would agree with that. Also, |
woul d agree with earlier testinony that it
provi des the Conmm ssion an opportunity to see if
the mechanismitself is working the way that
they expected it to work for custoners.

MR KREIS: That's all | have,
M . Chairnan. Ch, sorry.

CHAI RVAN HONI GBERG Maybe al
you have, but -- M. Buckl ey.

MR. BUCKLEY: Just one | ast
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questi on.
REDI RECT EXAM NATI ON (cont ' d)

BY MR BUCKLEY:

Q So to the extent that a full decoupling
mechani sm including the real-tine weather
normal i zati on, reduces the risk of revenue
volatility associated with weather, is that a
good thing for the utility, Dr. Johnson?

A (Johnson) Yes.

Q And because that is a good thing for the
utility, does that nean it's a bad thing for
r at epayers?

A (Johnson) No, it's also a good thing for

r at epayers.

105

MR. BUCKLEY: Thank you. That's

al I .
CHAl RVAN HONI GBERG Al l right.
Thank you, gentlemen. You can return to your
seat or head for the bus, as appropriate.
Of the record.
(Di scussion off the record.)
( WHEREUPON, AL- AZAD | QBAL was dul y
sworn and cautioned by the Court

Reporter.)
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CHAI RVAN HONI GBERG M. Dexter.
MR. DEXTER. Thank you, M.
Chai r nman.

DI RECT EXAM NATI ON

BY MR DEXTER

Q

Woul d you pl ease identify yourself for the
record, please.

I'"'mAl-Azad Igbal. I'ma utility analyst in Gas
and Water Division.

M. lgbal, | have before ne a docunent that's
been marked in this case as Exhibit 18. It's
call ed your Direct Testinony, dated

Novenber 30th, 2017. Do you have that before
you?

Yes, | do.

And M. Iqgbal, that consists of a series of
questions and answers and sone attachnments to
that testinony. Do you have any corrections
that you'd like to nake to either the testinony
or the attachnents at this tine?

At this tinme, only one correction. 1In the
Schedul e of depreciation, | think it's Bates
Page 32, under the Distribution Plant, Account

381. 20 Meter ERTS, the ASL is 32. That's w ong.
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The Conpany proposal is actually 15.

So that nunber of 32.0 about three quarters of
t he way down the page, next to Meters ERTS,
shoul d say 15. |Is that ny understandi ng?
Exactly.

That's a typographical error; correct?

Yes.

So all the other nunbers are accurate on this
sheet .

Yes.

Ckay. So with that exception, M. Iqgbal, if I
were to ask you the questions contained in your
prefiled testinony, would your answers be the
sanme as those contained therein?

Yes.

And do you adopt your answer as your sworn
testinony in this proceedi ng?

Yes.

M. lgbal, your testinony is divided into
basically three topics. Wuld you agree?

Yes.

And what are those topics?

| address the Depreciation, starting with

decoupling, rate design and Concord training
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center.

MR. DEXTER: And by prior
agreenent anong the counsel, M. Chairman, we
had agreed that M. Iqgbal's testinony at this
time would cover the decoupling and the training
center, and that the portion of his testinony
concerni ng depreciation we would reserve until
after M. Normand testified, which is schedul ed
for first thing Monday norni ng.

CHAI RVAN HONI GBERG  kay.

BY MR DEXTER

Q

A

So you recall the questioning | ast week of the
Conpany -- I'mgoing to deal with the training
center first.

Do you recall the questioning done | ast
week concerning the Concord training center?
Yes, | do.

And you have a chart in your testinony that has
to do with utilization of that training center;
Is that right?

Yes, | do.

Coul d you direct the Conmm ssion to that chart,
pl ease?

That's Bates Page 25, titled "Table 2,
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EnergyNorth Training Costs."

And you recall that | had asked the Conpany
whet her or not they agreed with the accuracy of
t hat chart?

Yes, | renenber that.

And do you recall that the answer was that they
di sagreed with it because it didn't include
certain training that had taken pl ace?

Yes, | renenber.

MR DEXTER: And 1'd |like to hand
out three exhibits related to this chart at this
time. | provided themto counsel at the start
of the day, but I'lIl distribute them now.

CHAl RVAN HONI GBERG O f the
record.

(Di scussion off the record)
(The docunents, as described, were
herew th marked as Exhi bits 62-64
for identification.)

CHAl RVAN HONI GBERG:  So, 62, 63
and 64 have been nmarked. Wy don't you proceed.

MR. DEXTER:  Thank you.

BY MR DEXTER

Q

M. Igbal, I1'"d like to turn to Exhibit 62 first.
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And woul d you agree with ne that this exhibit
contains part of the spreadsheet that was

provi ded by the Conpany concerning the nunber of
hours used -- the nunber of training hours
performed in 20167

Thi s spreadsheet actually referred to training
activities at training center, | think.

Right. And the spreadsheet contai ned nany nore
pages in the response. Wuld you agree?

Yes.

And we' ve provided the first page for exanple
pur poses and the | ast page because it had the
total hours on it. But to sinplify things,
we've |left off 15 or 20 pages in between. Wuld
you agree with that?

Yes.

Ckay. And | wanted to focus on the total hours.
So could you turn to Page 3 of this exhibit,

pl ease.

' mthere.

And woul d you read into the record the total
hours of training that's shown on the
spreadsheet .

Three thousand ei ght hundred forty-nine.
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Q And is it your understanding that this is the
total hours of training that was done at the
training center in 20167

A If you | ook at the question, we defer to M.
Mul l en' s testi nony where he tal ks about the
hour, the 4,000 hour, Bates Page 25 of his
testinony, Line 7 to 20. And the response, |
think the response refl ect that.

Q And woul d that nunber include, to your
know edge, both electric and gas --

A Yes.

Q -- enpl oyees?

A To clarify, that table has | ots of other

colums, not only hours. |t has Enpl oyee |ID,

111

| ast name, first nanme, e-mail address, what they

do, what type of training they performon

particular date. So there is |ots of

information there. So the point I'mtrying to

make, that it is a nore vast -- it has nore
details than actually asked in ny question.
Q Sure. And now |I'd like you to turn to Exhibit

63. Could you explain what this chart -- |et

e

ask you this: You prepared this chart; correct?

A Yeah, based on that Excel sheet, | just created

{DG 17-048}[Day 5 AFTERNOON Sessi on ONLY]{03-23- 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

112

a table where |I'm | ooking at how many traini ngs
and how nany hours for electric distribution and
nat ural gas was done based on that particul ar
spreadsheet. And the only thing | added is |

cal cul ated the average of training, the |ast

col um.

Q Soif I"'mreading this table on 63 correctly,
under the Natural Gas columm, there were 696
trai nees that went through the training center
in 2016, and they spent a total of 1,917 hours.

That's your under st andi ng?

A That's what the spreadsheet says.

Q That all cones fromthe Spreadsheet 4-34.

A Yes.

Q Now I'd like to turn now to Exhibit 64, which is
anot her data request. And could you descri be
what that sheet is.

A This sheet, this is a spreadsheet, actually, by

year of that nunmber of training, nunber of hours
and associ ated cost and different categories.

Q Al for 2016; correct?

>

No. This start from 2013 to 2016.
Q And this in fact was the source of the

information that led to your chart on Bates 25;
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correct?

A Yes, this is the source of ny chart for Bates
25. And that chart actually is update from ny
previous testinmony on electric rate case. |
just added the | atest nunber for 2016.

Q So | wanted to nake sure | understand. The

chart you have on Bates 25 was actually

perforned -- was started | ast year during the
electric rate case. |Is that what you just said?
A. Yes. | refer to that docket. And that fornat,

| asked for that specific format, and they
provided that. And only thing | did, | updated
that chart fromprevious testinony for this 2016
nunber only.

Q So, where on Exhibit 64, which is the seven-page
docunent, could we find this figure of 2,756
hours related to training in 20167

A You have to use several lines, |ike year 2016,
the first section tal ks about managenent --

Q And that's on Bates Page 2; correct?

A Yes. The second section is --

Q Well, before we | eave the first section, is the
nunber that we're | ooking for 335 hours?

A Yes. That's correct.
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A

And then noving on to the union --
That's 1, 582.
And is that all or is there nore?
Then we have the Granite State Electric Union
and Managenent .
And those did not factor into your 2017 --
Not in this table.

And t hen Bates Page 4, Environnent,
Health and Safety, and that's gas and
el ectric, too. | added this nunber for gas,
year 2016. That is training hours, 839.
Can you say that nunber again?
Ei ght hundred thirty-nine Training Hours Tot al
col um.
Yeah. So if one were to add 335 hours and the
1,582 hours on Bates 2 and the 839 hours on
Bates 4, you would get the figure that you

I ncluded in your testinony at 2,756 hours?

114

Yes, if the Excel is working fine. | guess the

Excel we use at PUC is fine, | think.

Do you have anything el se to add on why you
t hi nk maybe M. Millen disagreed with the
accuracy of your chart?

|*'mnot sure, because if you ook at his
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testinony, direct testinony... give ne one
m nut e.

(Wtness revi ews docunent.)
| can't find it. But reading fromny data
request, it talks about his... well, June 30th,
I think, the testinony, Page 25, he referred to
a nunmber around 4,000 nunber. So that in
support of that, Conpany provided Exhibit 62.
So there is a difference, 4,000 and sone nore,
and total nunber on Excel file they provided.
But ny understanding is when M. Millen is
t al ki ng about 4,000 hours extra, that he is
referring to that. Maybe I'mwong, there is

sonet hi ng el se.

Wll, M. Millen's going to cone back for
rebuttal, | understand, so we'll let him--
Yeah, in particular, | think in his testinony it

tal ks about what other things they do at
training center and then tal k about 4, 000 hours.
He didn't indicate it is increnental to
training, usual training or not. That actually
confuses nme, when they are tal ki ng about 4, 000
hour s.

Ckay. So | want to get back to the chart. And
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you put this in your testinony for a reason.

So, back on your initial testinony, Bates 25,
what was this chart intended to show?

The chart is actually sel f-explanatory. W are
showi ng that this chart actually shows that the
training cost per hour stays alnost the sane if
you | ook at the | ast columm. But when you add
the training center, which is added in 2015,

t hat cost goes up significantly.

And were the cost figures included in this chart
al so derived from Exhi bit 647

Yes, it does.

Ckay.

Can | make a point about this 4,000 hours?
Sure.

I renmenber when M. Millen was tal ki ng about
4,000 hour, he did an on-the-fly cal cul ati on.
He used the sane cost here and added 4, 000 hour
to the hour | have that is 2,756 and said that
that wll reduce the average cost per hour
conpati ble -- conparable to previ ous years.

| believe you said it would cone to $90 per
hour .

Yeah, that's what |"msaying. |It's conpatible
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to ot her years.

Ri ght.

But if you | ook at the cost, the Training Cost
col um, those are the hour -- those are cost for
t hese 2,756 hour cost. So if you want to
conpare apple to apple, you have to add the
4,000, if it exist, if it is increnental to this
nunber. Then you have to add the cost for those
hours in the cost colum. Just dividing the
total current cost with increased nunber of
hours doesn't make any sense.

So | think what you're saying is, if that figure
of 2,756 was in fact 4,000 hours too | ow, then
the cost figures in the first colum would al so
be too | ow because they don't reflect the cost

of an additional 4,000 hours.

Exactly, if that is true, that 4,000 hour is in
addition to this 2,756 hour.

Ckay. It's very late in the day, and | hesitate
to ask this question. But if you could
summari ze briefly what is at the heart of
Staff's position that the training center costs
shoul d be excluded fromrate base. |If you could

just boil it down to the core issue.
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I think in ny testinony, if you | ook at ny
conclusion, that actually sunmarize why we
recommended the trai ning center cost should be
disallowed. The first point is --

Do you have a page to point everyone to?

Ch, yeah, yeah. It starts on ny testinony,

Bat es Page 26, where the question says, "Please
summari ze your findings."

Ckay. |'ve got that. So you can proceed.

The whole idea is that it is focusing on how

t hey make the decision. And if you -- ny
under st andi ng of prudency is depending on the
deci si on- maki ng process. |f decision-making --
duri ng the deci sion-naki ng process known and
knowabl e requi rement is not net, that doesn't

gi ve the deci si on-naker or people who are

| ooking at it, like us, any basis to make a
decision. In this case, our finding is that
there is no analysis which actually support the
decision to build this training center at the
time of decision-naking.

And you were in the roomwhen we questioned the
Conpany about the business case that was

submtted at the tinme the training center was
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proposed to seni or nmanagenent; were you not?

A Yes.

Q And that's the essence of the decision-naking
that you're tal king about; correct?

A Yes.

Q Now, did you ask the Conpany whet her or not
there were any subsequent financial assessnents
of that decision, in light of the various
changes that took place with the project, in

terms of cost and things |like that?

A Yes, | did.
Q And what did you receive?
A Gve ne one mnute. 1'll find the data request.
Q Sur e.
(Wtness revi ews docunent.)
A. It's attached to ny testinony, Bates Page 72.

Here we are asking that... whether Liberty
actually expl ored other option when they are
requesting this cost increase. And | guess
there i s another data request where, in one of
t he data request response... | cannot find it
ri ght now. But the question was, "Did you do

any anal ysis based on the increased cost?" The

answer was that they didn't. They just revi ewed
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it. And | asked what does "review' nean or

"anal ysi s" nean. They just |ooked at it.

That's ny understandi ng of their response.
MR. SPEIDEL: M. Igbal, that's

Bat es Page 75; correct?

W TNESS | QBAL: Let ne go there.

(Wtness revi ews docunent.)
W TNESS | QBAL:  Yes. Exactly.
Thank you.
MR. SPEI DEL: Wl cone, sir.
BY MR DEXTER

Q And | was going to direct you to Bates Page 71.

Is there a simlar answer contai ned on Bates
Page 717

A. Yes, |'mthere.

Q Wul d you read the second paragraph of the
answer, please, into the record, the first
sent ence.

A "None of the topics discussed in the cited

reference were viable alternatives for providing

t he range of gas and electric training needs

required by Liberty. So, no financial/economc

anal ysis of those options was warranted. Wth

respect to on-the-job training, please see
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response to Staff 5-40, Staff 5-42, Bates 229 to
230 of the Smth-Millen DE 16-383 rebuttal

testi nony, and Bates 021 of ny testinony in the
current docket."

MR DEXTER: | think that's all
had on the training center. | had sone
questions on decoupling. How we doing on tine?

CHAl RVAN HONI GBERG O f the
record.

(Di scussion off the record)

BY MR DEXTER

Q

So, M. Ilgbal, your testinony contained a
reconmended decoupl i ng nechani sn correct?
Yes.

And is it fair to say that you' re decoupling
nmechani sm was i ntended to account for changes
t hat woul d occur over tinme on a
revenue- per -custoner basis, but did not attenpt
to account for the inpacts of weather?
Exactly.

Woul d you explain why you think it's inportant
t hat the decoupling nechani smthat you
recommended that the Conm ssion shoul d adopt

should not refl ect weather normali zati on?
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There are several reason for that. | think
address a fewin ny testinony. And based on
t oday' s di scussion, there are some nore.

So, first of all, weather -- the basic
i dea of decoupling canme from energy
efficiency and revenue |loss by the utilities.
So our first principal way is that we should
be focusing on that because the idea stenm ng
from energy efficiency, we should address
that. And if you | ook at the discussion we
had, the discussion today, what the
Conmm ssion actually tal ked about, every tine
there was a di scussi on of decoupling, it was
under the revenue | oss portion of the order
on discussion. Either it is LRAM | oss
revenue adj ustnment recovery or --

Loss revenue adjustnment nmechani sm
Mechani sm yeah. Exactly. Thank you.

So, our understanding, | explain that in
ny testinony, that if Conm ssion wanted what
t he Conpany and OCA is saying, that we have
to di sconnect the revenue and sales. That
was never even discussed in Conm ssion's

order in reference to decoupling. So that's

122
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one of our principal, that, okay, what do you
do in New Hampshire? W | ook at decoupling
as a nechanismto address the | ost revenue
because of energy efficiency. And when we
tal k about that, we also | ook at weat her
fluctuations. Are those energy
efficiency-related at all? And everybody
agrees that is not the case.

So our second principal is if weather is
not a contributing factor for the | oss of
revenue because of energency efficiency, then
why shoul d that be part of decoupling.

Third of all, I think --

Let ne just interrupt you. So when you say
everyone agrees, what do you nean by "everyone"?
My understanding is that everyone who
understands that it's not about energy
efficiency, it's all about weather. So we are
tal ki ng about weather-rel ated fl uctuation.

But you did hear the panel today say they
bel i eve there was sone |ink between the weat her
adj ustment that was put forth on the sanple bill
and energy efficiency. You did hear that;

correct?
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Yes. So that relationship is tangential. And
if we want to consider those type of

rel ati onshi p, then we have to spend al nost

anot her nonth to sort it out if we want to go at
that | evel.

So can | sumup your testinony by saying that
the first objection you have to including

weat her nornalization is that it really was
never contenplated in the Conmm ssion's deci sion
t hat brought us decoupling in the first place?
Is that essentially what you're saying?

Yes. And if you | ook at nmy observation, ny
study on the decoupling in other territories,

t he whol e idea that why we should not be doing
weat her normalization is that M. Therrien's
argunent that weather nornalization itself is a
conpl i cated process, nethodol ogy, and which |
address in ny testinony, too. But it seens |ike
when it cones to decoupling, weather
normalization is a big issue. But later we find
in their settlement, that weather nornalization
at custoner level is also okay. So that's ny --
t hat confuses ne. Confuses nme that, okay,

whether it is conplicated or not. If it is
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conplicated at Conpany | evel, then how cone it
Is not conplicated at custoner level. | can
addr ess what happens to custoner |evel |ater.

Q Do you have ot her concerns about weat her
normal i zi ng adj ustment through the proposed
decoupl i ng nmechani sn?

A I n our proposed decoupling nechanism only thing
It takes out is weather-related fluctuations.
Everything else, all energy efficiency, whether
it is by the Conpany or by the individuals or
all the custoners, or econom c condition
changes, denographic condition changes, al
these things are included. Only difference
bet ween Conpany proposal and our proposal is
that we are taking out weather fromthe
decoupl i ng net hodol ogy.

And if | can elaborate a little bit
nore, we can say that weather is not a policy
deci sion, unlike energy efficiency. So if
policy decision is reduci ng Conpany's
revenue, | understand that then the
pol i cy-maker has to address that issue. But
weat her is not a policy decision. And I

agree with Conpany testinony that weather is

{DG 17-048}[Day 5 AFTERNOON Sessi on ONLY]{03-23- 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

symmetrical for the Conpany and the
custonmers. So our position is it is
symmetrical for Conpany and the custoners,
and they are dealing with this risk,

weat her-rel ated risk, fromthe begi nni ng of
the utility business. So they claimto deal
with this risk, custoners and the conpany's.
So there is no need to address that in the
cont ext of energy efficiency.

Q So I think what you're saying is that froma
price signal -- is what you' re saying, froma
price signal standpoint, that when it's col der
out and custoners use nore gas, they expect to
pay nore?

A. Exactly. Custonmers al so know fromtheir

experi ence that when they pay nore, that goes to

the utility. So there is no disconnect between
under st andi ng t hat what happens. And it's not
only utility. Wen a custoner is consumng a

product, everybody knows, understand that if

t hey consune nore, they have to pay nore. |If
consune |less, the cost will be |less, too.
Q And you were in the roomwhen | asked the panel

earlier today whether or not the proposed
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mechani smwoul d in fact supply a credit on
nont hs when it was col der than nornmal and
custoners used nore gas than they woul d have
under normal conditions. You were here for
that; correct?

| heard that. And |I think you al so questi oned
about price signal on that context.

Right. Yes, | was going to ask you to comment
on their answer. | asked the panel whether or
not they were concerned about the price signal,
where a custoner woul d use nore because of the
cold weather, but then get a credit. Do you
have concerns about that phenonena?

| do. |If you |ook at energy efficiency, any
econom st will tell you that the best way to
achi eve energy efficiency is give the custoner a
price signal that et themknow if you use nore,
it wll be costlier. |If you use less, that's
good for you and everybody else, too. And if
you | ook at the energy efficiency, any docket on
energy efficiency in New Hanpshire, that's the
whol e i dea of energy efficiency, that we are
trying to give custoners a signal that

conserving is a good thing for themand for the
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soci ety.

And in this case, what the Conm ssion --
or the Conpany is proposing in their
settlenent, that if you use nore, you wll
get a credit. That is totally wong price
signal we are giving them And if you
conserve nore, your credit mght be less. So

| et ne expl ain.

Like this credit -- let's tal k about
credit. One custoner is conserving and one
custoner is not. |If the billing data is the

sane, the Exhibit 61, that one person applies
to both, whether they're conserving or not
conserving. And the person who is
conserving, he will be using |less, so that
bill will be less, and then one person could
be much | ess than the non-conserving

cust oner.

So it goes two layer. One is the anount
of price signal they are given. And anot her
way, secondly, that conserving under this
situation, we are saying that m ght not be a
good idea because you will get less credit

because you are conserving. So | think

128
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that's a totally wong way to address this
price signal issue in the context of energy
ef ficiency.

Q And in your exanple of two custoners, one
conserving and one not, they would both get the
sane weat her nornali zation adjustnment charge on
that exanple bill; correct?

A Sane percentage. That's what ny point is, the
second one, that percentage woul d be the sane,
but that basis of that percentage wll be
di fferent because the conserving custoner's bill
iIs lower, so they get |ower nunber, and
non- conservi ng custoner, because they use higher
unit, their credit wll be higher, too.

Q They' d al so get a credit.

A Yeah.

Q Do you have concerns over the proposal, the
settl enment proposal that these decoupling
charges be applied -- I"'msorry -- that the
weat her - nornal i zati on portion of the decoupling
charge be applied nonthly?

A. | have lots of problemwith that. Were to
start.

But before that, | think another issue
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we shoul d tal k about in the context of
overall decoupling. |If you look at all this
policy related to what the Conmm ssion shoul d
do, they always tal k about that the Conpany
shoul d have reasonabl e opportunity to earn a
reasonable return. So if we

weat her - nornal i ze, that doesn't change. |If
we don't weat her-nornmalize, that doesn't
change, too. Only thing is different that
the risk is still with the Conpany and t he
custoner. And what the full decoupling does,
that elimnates the risk.

And t he second question | think you talk
about that percentage of the bill for
custoner for gas uses or sonething like that.

Q When you say that risk is elimnated in your
| ast answer, what risk are you tal ki ng about

t here?

A The panel s tal ked about that, that there is no

ri sk because either way their nunber based on

weat her condition, if the Conpany get nore

130

revenue, they have to return it, and if they get

| ess revenue, then the custoner has to pay for

It.
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Q And that would be done on a real -tine basis.

Dr. Johnson woul d di spute your characterization

of having to return that noney because it never
woul d have collected -- been collected. Wuld
you agree?

A Yeah, if it is nonthly. 1'mtalking about

overall decoupling concept, not the nonthly

adjustnment. | w |l address nonthly adjustnent a

little bit later. G ve ne one nore opportunity

to tal k about overall decoupling.
Q Sur e.
MR KREIS: So, M. Chairmn, I'

having a little trouble with this. | nean --

CHAI RVAN HONI GBERG Sit dowmn and

speak into the m crophone.
MR KREIS: Sorry.
CHAI RVAN HONI GBERG  You can sit
down. It's okay. Just speak into the

m cr ophone.

MR KREIS: It's been a | ong day

and I'mtired of sitting.
The way this is supposed to
work is that counsel is supposed to ask

questions, and the witness is supposed to
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answer them And, you know, this isn't a
sem nar or webinar or a technical session.
And so when it deviates fromthat paradigm |
have a really hard tine followng it. And I
suspect you do, too.

CHAI RVAN HONI GBERG. It can be
difficult to foll ow when a wtness gives a | ong
narrative, unbroken-up by questions. That is a
common problemin this room This is not the
only witness we've had this problemwth.

MR KREIS: But this witness is
actually ignoring counsel's questions and j ust
deciding on his own what he feels like telling
us, and that is not the way this process is
supposed to proceed.

CHAl RVAN HONI GBERG  So you woul d
li ke to nove to strike the answer as not
responsive to M. Dexter's questions? | hear
you, M. Kreis. Let ne do this for you.

M. lqgbal, M. Dexter, |
think, really wants you to address the
nmont hl y aspect of the proposal in the
settlenent. That's what he asked you about.

I know you have a coupl e of other things you
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want to talk about. It would probably be
hel pful to M. Dexter, and obviously M.
Kreis, if you would answer that one and then
have M. Dexter ask you about the other
concerns that you have, okay.

W TNESS | (BAL: Ckay.

CHAl RVAN HONI GBERG Al l right.

A M. Dexter, can you repeat the question?

BY MR DEXTER

Q Yes. You understand that the settl enment
pr oposed decoupling procedure contains a nonthly
reconciliation for weather; do you not?

A Yes, | do.

Q And do you have reasons why you believe the
nmont hl y adj ust nent should not be approved; and
if so, could you explain those now?

A. I think in one sentence, if |I can answer that
question, that this proposal is ineffective,
costly, unclear, unnecessary, counter-productive
to the goal of energy efficiency. And there are
sinpler solution to cash flow issue, which is
so-called cash flow issue it tries to solve
ri ght now avail abl e.

MR. DEXTER. Ckay. | have one
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nmore exhibit I'd like to hand out. | would ask
that this be marked as Exhibit 65.
(The docunent, as described, was
herewith marked as Exhi bit 65 for
identification.)
M. lgbal, earlier in the day there was an
exhi bit handed out that had to do fromthe
regul atory assistance project that had to do
wi th sone review of decoupling nechani sns that
have been put in place. Do you recall that?
Yes, | do.
And this exhibit that you put together talks
about a coupl e of exanples where utilities have
I mpl enent ed decoupl i ng nechani sns at | east
several years ago; is that right?
Yes. It's actually the second part of that
study where they actually evaluated different
exi sting decoupling case study.
And |'ve | ost track of what the exhibit nunber
was for the original study, but --
That was 59.
Exhibit 59. So I'd like to direct your
attention to what's marked as Page 37 in Exhibit

65. There's a little table there at the top of
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that. Do you see that?

Whi ch page?

It's Page 37 of Exhibit 65. |It's actually the
| ast page in the four-page docunent.

Yes, |I'mthere.

Coul d you expl ain what you understand this table
I's intended to show?

This table intends to show that how different
type of decoupling has inpact on the energy
efficiency saving as a percentage of retail
sales by different conpanies. To clarify all
this, Conpany's case study done has different
type of decoupli ng.

And are there two utilities in particul ar that
you want to draw attention to?

Yes. | want to draw attention to |daho Power
Conpany and Baltinore Gas and El ectric Conpany.
And what is it about |daho Power Conpany t hat
you'd like to point out in relation to this

t abl e?

| daho Power Conpany decoupling is al nbst as our
proposal, alnbst -- there m ght be sone
difference in the details. But they do

weat her-normali ze their revenue. And Bal ti nore
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Gas and El ectric Conpany --

Wait a second, if | can interrupt you. Before
you |l eave that, | didn't follow that. Could you
expl ai n agai n what the Idaho -- how t he |Idaho

Power decoupl i ng nmechani sm conpares to what's
been put forth before the Comm ssion in this
case?
The |1 daho Power Company actually normalize their
revenue, weather-nornalize their revenue. And
Balti nore Gas and El ectric Conpany does a
mont hly adjustnent in their full decoupling.
And lIdaho is partial decoupling.
So would it be fair to say, then, that the
Balti nore exanple is nore close to what's been
proposed in the settlenent, and the | daho
exanple is nore closely aligned with what Staff
has proposed?
Yes. As | said, the details there m ght be sone
difference. But |like | can give you one
exanpl e.

Balti nore Gas and El ectric Conpany, they
set the rate for the next nonth. They
don't -- based on what is -- if there is an

adj ust ment the previous nonth weat her. They
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don't do the credit or debit or surcharge.
Soit's alittle bit different how t hey

i mpl enent it. But the concept, the overal
concept of Baltinbre Gas and El ectric is the
sanme as the settlenent that we provide.

Q In that it adjusts for weather?

>

They adj ust for weather, yeah, nonthly.

Q So, conparing these two utilities, what does
this chart tell you? Wat does it show?

A Those are the highlighted years for these two

conpani es 2007. They actual ly i npl enented

ener gy decoupling, two different nodel of

decoupling. And then the next years it shows

how they actually perform energy efficiency

savings as a percentage of their retail sales.

137

| think on that point, | think of EERS actually

set a nunber for each Conpany in New Hanpshire.

Q So if I understand what you're saying, after

I mpl enenting -- for |Idaho Power Conpany, after

I mpl enenting a weather -- after inplenenting a

decoupl i ng nechani smthat does not adjust for
weat her, sal es went down roughly one-plus
percent over the next three years.

A Yes, that's what it shows.
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And for Baltinore Gas and El ectric, which
i mpl enented a full decoupling in the sane year,
sales went down a little | ess than one percent
and then a little over one percent over the next
t hree years.
I*'mnot sure sales went down, but energy savings
as a percentage of their retail sales.
Ch, energy savings as a percentage --
Yeah, retail sales. Yes, their sal es went down,
but not maybe at this percentage.
Ckay. So would you conclude, then, that there
was no significant difference between these two
conpanies, in terns of the anpbunt of energy
efficiency that they saved as a result of these
two different decoupling nmechani sns?
That's exactly our point, that
weat her - normal i zed or not weat her-nornalized,
decoupling is the issue.

So Conpany's proposal is that address
the weather-related risk for both custoner
and for the Conpany. And our point is that
that risk is well known to those both
parties, and they can address those on their

| evel .
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And when you say "Conpany position” you nean the
settl enent position?
Settl enent position.
But the point of this chart is that it didn't
seemto have a neasurabl e i npact on how much
ener gy savi ngs were achi eved.
Yeah, and that address our -- yeah, that
actually says that our position, that weather is
a risk for both custoner and the Conpany. It
doesn't and it shouldn't inpact energy
effici ency perfornmance.
Ckay. Thanks. That's all | have, M. Chairnman.
CHAl RVAN HONI GBERG Al l right.

W will break for the day. Wen we resune on
Monday, we'll be comng at 9:00 and hope to
finish on Monday. So we're going to go off the
record and fi nish.

(Di scussion off the record.)

CHAl RVAN HONI GBERG Al l right.

We're going to adjourn.

(Wher eupon the Afternoon Session of

Day 5 of the hearing was adjourned at

5:06 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 stered Professional Reporter
N.H LCR No. 44 (RSA 310-A:173)
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