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PROCEEDI NGS

CHAI RMAN HONI GBERG.  Good
afternoon. We are back on Docket DG 17-048,
which is Liberty (EnergyNorth) Natural Gas
Rat e proceedi ng on a Mdtion for Reheari ng.
Not even going to try to sunmmari ze what the
issue is. Before we do anything else, let's
t ake appear ances.

MR SHEEHAN: Good afternoon,
Commi ssioners. M ke Sheehan for Liberty
Uilities EnergyNorth Natural Gas.

MR, BUCKLEY: Good afternoon, M.
Chai rman and Conmmi ssioners. M/ nanme is Brian
D. Buckley. |[|I'ma staff attorney wth the
O fice of Consuner Advocate. |'mhere
representing the interests of residential
r at epayers.

MR DEXTER:  Good afternoon.
Appearing on behalf of the Comm ssion Staff,
Paul Dexter and Al exander Spei del.

CHAlI RVAN HONI GBBERG. How are we
proceedi ng this afternoon?

MR. SHEEHAN. The Conpany i nt ends

to call three w tnesses: Steve Hall, Steve

{DG 17-048} [Motion for Rehearing] {07-17-18}
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Mul I en and Janes Bonner -- and | think you
guys coul d take your seats -- and to mark the
follow ng exhibits. The rate case hearing
left off with Exhibit 78, so the first one
for today's been marked as 79, which is
Attachnent 1 to the filing we nmade a coupl e
weeks ago with sone revisions. M nor

revi sions, but revisions nonetheless. So it
wll be Attachnment 1 that will be used at

t hi s heari ng.

Mar ked as Exhibit 80 is
Attachnent 2, wthout any changes. | put it
in again sinply to have it handy.

Attachnent 81 is a docunent
prepared by M. Bonner, which is a sunmmary of
t he cal culations relevant to this issue.

And attachnent -- Exhibit 82 is
anot her docunent prepared for this hearing by
M. Hall that even nore concisely, we
bel i eve, summari zes this.

And last, in discussion with
counsel, it seened prudent to mark our July 9
|l etter and attachnments as an exhibit. That

woul d be 83. Wth that, | intend to ask the

{DG 17-048} [Motion for Rehearing] {07-17-18}
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gent | enen questi ons about the Mdtion for
Reheari ng.
(The docunents, as described, were
herewith marked as Exhi bits 79, 80,
81, 82, and 83 for identification.)

CHAI RVAN HONI GBERG  Anyt hi ng el se
bef ore we have the w tnesses sworn in?

MR DEXTER  Yes.

MR SHEEHAN: M. Dexter.

MR DEXTER: Yes, | would like to
comment on Exhibit 82. This is the first
time we've seen this exhibit, and it's the
reason we asked for the 15 or 20 mnutes to
digest it. Qur understanding of Exhibit 82
is that it presents an alternate theory of
the case, if you will. And I'msure M.
Sheehan will get into that. But | wanted to
poi nt that out to the Conm ssion, that the
i nformati on contained on Exhibit 2 [sic] is
different from-- it's a different underlying
theory for recovery than what was laid out in
t he noti on.

CHAI RVAN HONI GBBERG. Al l right.

well, we'll et M. Sheehan have one of his

{DG 17-048} [Motion for Rehearing] {07-17-18}




© 00 ~N oo o b~ w N P

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

W tnesses explain it. |If further
clarification is needed, we know where to
turn. Anything el se?

MR DEXTER: | do have an exhibit,
but I would prefer to nmark it when M. Frink
takes the stand. W intended to have M.
Frink take the stand as well.

CHAI RVAN HONI GBERG  Ckay. Thank
you. Al right. Wy don't we have the
W t nesses sworn in.

( WHEREUPON, STEPHEN R HALL, JAMES J.
BONNER, JR. AND STEVEN E. MJULLEN were
duly sworn and cautioned by the Court
Reporter.)
CHAI RVAN HONI GBERG. M. Sheehan.
MR. SHEEHAN:. Thank you.
DI RECT EXAM NATI ON
BY MR SHEEHAN:
Q I ntroductions first. M. Hall, your nane and

position wth the Conpany.

A (Hall) My nane is Stephen R Hall. |I'm

Director of Rates and Regul atory Services for
Li berty UWility Service Corp.

Q And are you famliar with the exhibits that |

{DG 17-048} [Motion for Rehearing] {07-17-18}
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just marked as 79 through 82 -- 83?

(Hall) Yes, | am

And were you involved in their preparation?
(Hall) | was.

And have you been involved in the issues
surroundi ng the Mdtion for Rehearing?
(Hall) Yes, | have.

M. Millen, sane question. Your nanme and
position with the Conpany?

(Mullen) My nane is Steven Miullen, and I am
t he Seni or Manager of Rates and Regul atory
Affairs for Liberty UWilities Service Corp.
And are you also famliar wth what's been
mar ked as 79 t hrough 837

(Mullen) 1 am

And | ast, M. Bonner, your nane, please.
(Bonner) James J. Bonner, Jr.

And your position with the Conpany is what?
(Bonner) | am Seni or Financial Regul atory
Analyst. | work in the Finance Departnent.
And have you testified before the New
Hanpshi re PUC bef ore?

(Bonner) No, | have not.

Coul d you give us a brief background of your

{DG 17-048} [Motion for Rehearing] {07-17-18}
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experience and education that brings you here
t oday.

(Bonner) Yes, | can. | graduated from

Nort heastern University in 1976 with a degree
in electrical engineering power systens. |
have nore than 33 years of experience in
conducti ng and managi ng rate and regul atory
affairs, particularly rate design. From 1985
until 2010, | was enployed by National Gid
and its predecessor conpanies in its various
rate and regul atory departnents in the states
of Massachusetts, Rhode |Island and New York
originally as an anal yst, then as a nanager
and director of electric rates and pricing
from 1990 onward. | retired from Nati onal
Gid in 2010 but continued to provide rate
and regul atory services to themas a
contractor during 2011 and 2012. In

January 2013, | joined Liberty as a
contractor, providing financial and

regul atory services, and was hired
permanently in 2015. | amcurrently
responsi bl e for revenue forecasti ng and

budgeti ng, rate case and regul atory support,

10
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financial anal ysis, revenue reporting, and
billing systens anal yti cal support.

Al t hough you have not testified here, have
you testified before other comm ssions?
(Bonner) Yes, | have. |'ve testified on
nunmer ous occasions in the states of
Massachusetts, Rhode |sland and New Yor K.
And are you famliar wth what's been marked
as Exhibits 79 through 837

(Bonner) 1 am

And were you involved in their preparation?
(Bonner) | was.

And were you also involved in the work that
supported the rate case filing that is the
core of this Docket 17-048?

(Bonner) Yes, |'ve been actively involved in
t hat docket since it's inception.

M. Hall, if you could sunmarize for us, to
set the stage, what the Mdtion for Rehearing
asked for and why.

(Hall) Certainly. W originally filed our
Motion for Rehearing requesting an additi onal
$3,079,000 in revenue. And the way that

nunber was calculated is it was the inpact of

11
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the change to the residential rate design
that occurred on May 1st, 2018, and it is the
revenue loss in the nonths of My through
Cctober resulting fromthat rate design
change.

Just to explain a little bit why there
was a revenue | oss associated with rate
desi gn change, what was done in the approval
of the revised rate design by the Comm ssion
is residential custoner charges, nonthly
fixed custoner charges, were significantly
| ower and, as a result, the volunetric charge
per therm charges were raised. And on an
annual basis, that cal cul ati on, that changed
rate design, produces the sane anount of
revenue as the previous rate design.

The issue that arose is that, by
changi ng rate design on May 1st, during the
sunmer nonths there is no volune, or there's
very little volume to get the additional
revenue through the volunetric charges; yet,
t he custoner charges went way down, and it
produced a revenue shortfall. So that was

t he basis of our Mdtion for Rehearing.

{DG 17-048} [Motion for Rehearing] {07-17-18}
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In addition, we |ooked at -- what drove
It was we | ooked at the Comm ssion's order,
and the | anguage in the order tal ked about
basi cal |l y synchroni zi ng changes to rate
design wth inplenentation of decoupli ng.
Wel |, decoupling, because of all of the
progranm ng changes we need to do and all the
system changes, isn't going to take effect
until Novenber 1st. So when we got the
order, it wasn't crystal clear to us that the
rate desi gn change should take effect
May 1st. However, after we read through the
order, we concluded that, yeah, there is
enough in there. The right thing to do is to
i npl enment this rate design change on May 1st
and go forward with billing and then ask for
a rehearing.
Now, M. Hall, you said the focus initially
was on the tine period May 1 through the end
of Cct ober.
(HalI') Correct.
That date was chosen for what reason?
(Hal ') Because those are the nonths when the

revenue shortfall occurs. Once you get into

13
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Novenber, you begi n having col der weat her,
consunpti on picks up, and when the
consunption picks up, we're now billing

hi gher volunetric charges and getting in nore
revenue than we woul d under the old rate
design to offset the loss in revenue fromthe
cust omer char ge.

And Novenber 1 was the date of decoupling

i npl enment ati on; correct?

(Hal I') Yes.

So the initial interest in the notion was for
a roughly $3 nmillion shortfall during those
si x nmonths of 2018.

(Hall') Yes, $3,079, 000.

Now, has that changed what the Conpany is
requesti ng?

(Hall) Yes. As a result of discussions with
Staff and OCA, Staff brought it out in -- we
had a technical session shortly after the
nmotion was filed, and I don't recall if it
was before or after the Comm ssion granted a
rehearing. But suffice it to say, we did
have a technical with Staff and OCA. Staff

poi nted out that, gee, you're going to be

{DG 17-048} [Motion for Rehearing] {07-17-18}
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getting nore revenue under the revised rate
design in the nonths of Novenber and Decenber
t han you woul d have received had the old rate
design renained in effect for those two

W nt er nont hs.

And that's based on the higher use tinmes the
hi gher vol unetric charges.

(Hall) Correct.

And did the Conpany recal cul ate what the
revenue shortfall would be during the bal ance
of cal endar 20187

(Hall) Yes.

And that resulted in what?

(Hall) What we did is we | ooked at the
addi ti onal revenue we were going to receive
as a result of the rate design change in
Novenber and Decenber conpared to the old
rate design, and we took that additional
revenue and reduced the $3,079, 000 shortfall
that we had cal cul ated from May t hr ough

Cct ober 2018. That net result is a shortfall
of $2,171,000 for that eight-nonth peri od.
And is that the amount the Conpany is

requesting today based on the Motion for

{DG 17-048} [Motion for Rehearing] {07-17-18}
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Reheari ng?
A (Hall) Yes.
Q Is there another way to cal cul ate the inpact
of the rate design on the Conpany's revenues?
A (Hall) Yes, there is.
Q And what is another way to do that
cal cul ati on?
A (Hall) That is set forth in exhibit, | think
it's 82.
Q Let's go by what's -- oh, do you have --
A. (Hall) 1"mnot sure which is which. It's 82.
Ch, this one.
Q That's all four of them
CHAI RVAN HONI GBERG. Wi ch one do
you want himto | ook at, 82 or --
A. (Hal 1) 82.
MR SHEEHAN: He had a
hand- nunber ed one.
CHAI RVAN HONI GBERG But it's 82
you want himto | ook at and you want us to
| ook at.
MR SHEEHAN: Yes.
BY MR SHEEHAN:

Q Now t hat you said that, before you go there,

{DG 17-048} [Motion for Rehearing] {07-17-18}
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i f you could quickly summari ze what the four
exhi bits are in front of you, 79, 80, 81 and
82, and then we'll get into 82 in detail.
(Hall) Al right. Exhibit 79 --

| represented at the opening that this was
Attachnent 1 to our July 9 filing with
revi si ons.

(Hall) Correct.

And M. Bonner can describe for us what the
revisions are in a few m nutes.

Wiat is Exhibit 80? Again, |
represented this was Attachnment 2, w thout
changes. |Is that correct?

(Hall) Ckay. Are you on Exhibit 79 or 807?

Ei ghty.

Ckay. Exhibit 80 is or was Attachnent 2 to
our July 9, 2018 filing with the Comm ssi on,
where the Conmi ssion's order instructed us to
performcertain revenue cal cul ations. So we
did that in accordance wth the Conmm ssion's
directive. And | believe the purpose of
Attachnent 2 was to cal cul ate a recoupnent
amount, if |I'mnot m staken.

(Bonner) Correct.

{DG 17-048} [Motion for Rehearing] {07-17-18}
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(Hall) Correct.

And we'll skip Exhibit 81 for the nonent and
turn to 82, which is where you were goi ng.
What is Exhibit 827

(Hal 1) What we've done in Exhibit 82 is tried
to set things out so that it's a little nore
under standable. And the first thing we did
is we split the revenue anpbunts into vari ous
time franes.

The first colum is July through
Decenber 2017, foll owed by January through
April 2018, WMay through Decenber 2018, and
then the last colum is 2018 in total. The
first line shows --

Let me just interrupt for a mnute. Those
time franmes represent what?

(Hal 1) Ckay.

July to the end of 2017 versus the other tine
frames.

(Hall) Yeah. July 2017 through April 2018 is
t he recoupnent period. My 2018 through
Decenber 2018 is the period where pernmanent
rates were in effect, or took effect -- wll

be in effect. Wat |'ve -- and the reason

{DG 17-048} [Motion for Rehearing] {07-17-18}
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that we separated July through Decenber 2017
from January through April 2018 is we're
trying to show the i npact of the Comm ssion's
order on 2018 cal endar year in total; so,

| eavi ng out the inpact of 2017. And that was
the only reason for that split. So the first
i ne shows revenue under rates that were in
effect prior to the inplenmentation of
tenporary rates -- in other words, rates that
woul d have been in effect as of June 30,

2017. On July 1, 2017, the Comm ssion

aut hori zed tenporary rates to go into effect
in the rate case. So these revenue anounts
for those periods are rates in effect just
prior to tenporary rates taking effect.

And are they based on actual use?

(Hall) No. 1Is that right?

(Bonner) That's correct.

(Hall) They were -- the nunbers are based on
test-year sales adjusted for year-end

cust oner count as the Conm ssion specified in
t heir order on granting rehearing.

Ckay.

(Hall) The next line shows tenporary rate

{DG 17-048} [Motion for Rehearing] {07-17-18}




© 00 ~N oo o b~ w N P

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

revenue using those sane billing determ nants
during those periods. July through

Decenber '17, we received about 33.6 mllion
of temporary rate revenue, and January

t hrough April, 36.2 mllion. CObviously,

after May 1st there is no tenporary rate
revenue because pernmanent rates took effect.
And is it fair to say, when you use the

phrase "billing determ nants,"” you're saying
how nmuch -- how many therns had sol d?
(Hall) Yes, custonmers and therns adjusted for
year - end custoner count, as directed by the
Conmmi ssion's order.
And t he reason you say "custoners and therns”
I s because there's a custoner charge
associ ated with each custoner --
(Hall') Yes, there is.
-- which is a separate bucket than the therns
sol d.
(Hall) That's right.

And Line 3, what we did is we then
cal cul ated recoupnent. And to cal cul ate

recoupnment, we first had to calcul ate a

revised rate | evel, revised prices, based on

20
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the $8.06 nillion permanent rate increase
aut hori zed by the Comm ssion. This rate
| evel excludes the step increase, and it al so
excl udes the i npact of changes to the tax
|l aw. And that was in accordance wth sone of
t he | anguage in the Conm ssion's previous
orders.

And as you can see, in the nonths of
July through Decenber 2017, recoupmnent
calculated in this fashion is actually a
negati ve nunber for the same reason that we
have a revenue shortfall for 2018, and that
Is that recoupnment applies during the sunmer
nont hs -- July, August, Septenber and
Cctober. Since we cal cul ated recoupnent
based on a revised rate design -- nuch | ower
cust oner charge, nuch hi gher volunetric
charges -- we actually get |ess revenue
during those sunmmer nonths. W got nore in
Novenber and Decenber, and it was about a
br eak- even. The increnental revenue
recouprment for Novenber and Decenber is about
equal to the revenue shortfall in July

t hrough COctober, resulting in about $11, 000

21

{DG 17-048} [Motion for Rehearing] {07-17-18}




© 00 ~N oo o b~ w N P

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

22

di fference.

Then we | ooked at recoupnment for January
t hrough April 2018, again using the rate
| evel, the 8.06 mllion in rate | eve
approved by the Conmm ssion, cal cul ating
prices and conparing it to the prices that
were in effect under tenporary rates in that
time period. That produces an additi onal
$3.3 mllion of revenue -- $3, 305, 000.

The fourth line sinply shows permanent
rate revenue for My through Decenber 2018.
And for that we took those sane prices that
we used to cal cul ate recoupnent based on the
$8.06 nmillion rate increase granted by the
Commi ssion and applied it to the billing
determ nants for May through Decenber 2018 --
again, test-year billing determ nants
adj usted for year-end custonmer count -- and
t hat gi ves us $41, 215, 000.

Line 5is sinply the sumof all of the
itens above. And if you | ook at 2018 total,
2018 total is the sumof the total in the
January through April colum and the My

t hrough Decenber colum. It's also the sum

{DG 17-048} [Motion for Rehearing] {07-17-18}
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of the anobunts just above the 80, 804, 000 on
Li nes 2, 3 and 4.

So let's ook at what this does. It
t akes tenporary rate revenue for January
t hrough April 2018. It then adds in
recoupnent, which is the difference between
tenporary and permanent rate |evel for that
four-nonth period. So it gets us up to the
per manent rate | evel anmount for those four
mont hs. That's the sum of the 36,284 and the
33,205 -- 3,305. Adding those two anounts,
we get to what our permanent rate | evel woul d
have produced in that four-nonth period. W
then add the permanent rate revenue for the
nmont hs of May through Decenmber of 41,215, and
we get $80, 804,000 on an annual basis. W
then need to nake a coupl e of adjustnments
that we took from Exhibit 81, and |I' m goi ng
to turn to M. Bonner and ask himto explain
t hose adj ust nents.
(Bonner) Ckay. The test-year adjusted
revenue includes two itens that are necessary
as a result of the case was conducted. Al

t hrough the case, the billing units in al

23
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the revenue cal cul ati ons were predi cated on
test-year billing units without the
end- of -year adjustnent. As a result of the
response to a Staff interrogatory, an

adj ust ment was nade to account for the
revenues that would have been received by the
Conpany had the year-end bill count been in
pl ace for the entire year. And that was an
adj ustment of 920 -- referring to Exhibit 81,
Col um A, Line 2 -- of $929, 551.

I n addition, another consideration in
this particular case that would not normally
be present in EnergyNorth's prior cases is
t he Conpany proposed, and the Conmm ssion
approved, to conbine the Keene operation with
t he | egacy EnergyNorth operation. During the
test-year period, Keene was operating on its
own i ndependent set of rates which returned
hi gher revenues than they would pay under
EnergyNorth's rates. |In doing the revenue
cal cul ati ons, the begi nni ng nunber as shown
in Line 1, Colum A, the 70, 118, 000, the
Keene revenues are included as if they had

been bill ed under EnergyNorth's then-existing

24
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rates. The actual anount of return by Keene
was actually a half a mllion dollars higher.
So that also had to be accounted for in the
calculation by adding it to the previous

adj ustment to produce the final answer. Now,
t he Keene adj ustnent was $536, 161, based on
the rates that were in effect prior to the
rate case for both Keene and EnergyNorth. So
t hat now fornmed the basis fromwhich the rate
i ncrease was to be appli ed.

(Hall) Al set?

(Bonner) Hmm hmm

(Hall) So we then take that adjusted revenue
| evel in Line 6, and we subtract it fromthe
total revenue that we woul d have received
under permanent rates in Line 5, the

$80, 804, 000, and we get $9, 219, 000, which on
its face one would say, gee, under these
assunptions, the Conpany gets nore than its
$8.06 million annual increase. But when you
t hi nk about the assunptions that were used to
do these calculations, recall that | said it
was based on test-year billing determ nants

adj usted for year-end customer count.
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Because we adjusted for year-end custoner
count, we increased the test-year billing
determ nants; so, of course, the revenue
appears to be higher.

And that's sinply a function of nore
custoners and nore use accunul ated the end of
the test year.

(Hall) Exactly. So what Line 8 does is it
adjusts -- it's a calculation of an
adjustnent as a result of these test-year --
as a result of the end of the test-year
increnent, if you wll, in both custoners and
therns, and that's about $1,070,000. |'m
trying to get to the point of where we shoul d
be, based on the Conm ssion's pernmanent rate
order. So, the 9,219,000 m nus the 1,070, 000
adj ustnent for additional test-year billing
determ nants gives you a net revenue increase
of $8,149,000. It's a little higher than the
8.06 mllion, again, because of the fact of
the way we're using the billing determ nants
to cal cul ate the nunber. So one would
expect, gee, about $8.1 mllion, you should

be okay and --
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And t he problemis what?
(Hall) There is one problem |If you | ook
back up on Line 3, we cal culated a recoupnent
anmount of $3, 305,000 for 2018. In actuality,
we're not going to recover that anount. The
recoupnent anopunt approved in the
Commi ssion's initial order was $1, 326, 000.
And where do you find that?
(Hall) That is in the order in Appendix 5,
Order 26,122, dated April 27, 2018. And it's
in Appendix 5 to that order where the
Conmm ssi on perforned a cal cul ati on of
recoupnent.
(Atty. Sheehan hands docunent to
Wtness Hall.)
| put a copy of Appendix 5 fromthe
Comm ssion order in front of you. And if you
could wal k through -- the bottomline, if you
will, of that docunent is the $1.3 mllion
recoupnent that was all owed; correct?
(Hal I') Yes.
And can you descri be what that cal cul ation
I S?

(Hall) Sure. What this calculation does is

{DG 17-048} [Motion for Rehearing] {07-17-18}




© 00 ~N oo o b~ w N P

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

it takes the all owed pernanent rate increase,
t he $8, 060, 000, backs out the tenporary rates
that we were billing on an annuali zed basi s,
6.75 mllion, and the difference is

$1, 310, 000. That anmount was then divi ded by
test year with nornalized sales to come up
wWth a per-thermanount. That per-therm
anount was nultiplied by the actual sales
during the recoupnent period, July 17 through
April 18, of 161, 741,745. You do that nath
and you cone up with $1, 326, 000. That would
have been fine, except there was a rate
desi gn change.

And so if we were to |look at Attachnent 5 to
the rate order -- Appendix 5, where is the
probl en? What was not figured into that

cal cul ation that the Conpany clains |eft us
at an erroneous nunber of 1.3 mllion rather
than 3.3 mllion?

(Hall) The significant inpact due to the rate
desi gn during the recoupnent peri od.

So are you saying that this Appendix 5 did
not adequately predict or project or figure

I n what that inpact would be?
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(Hall) Correct.

And what nunber would -- or what nunber
changed on Appendi x 57

(Hal ') The nunmber -- well, obviously the
nunber that would change in Appendix 5 is the
bottomline, the 1,326,000. But if we were
to cal cul ate Appendi x 5 by applying rates and
charges determ ned based on the 8. 06 mllion,
that gets us back to Line 3 of Exhibit 82;
it's $3, 305,000 mnus the $11, 000 revenue

| oss for July through Decenber 2017; so,
$3,294,000, if | did the math correctly in ny
head, is what the, if you want to call it,
the correct recoupnent anmount, taking into
account rate design. And that's a difference
of about 1.97, 1.98 mlli on. Low and behol d,
t hat nunber is very close, about $2 mlli on,
to the nunber | tal ked about earlier, which
Is the revenue shortfall fromMay 1, 2018 to
Decenber 31, 2018, as a result of the rate

design change. | said that nunber was
$2.171 mllion. This nunber, because of
different billing determ nants, is just under
$2 mllion.
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CHAl RVAN HONI GCBERG. | ' m sorry.
I*"mgoing to ask you to go over the first
part of your answer again, the conparison
between the 2.1 and the 1.9 seens just like a
happy coi nci dence, because you're doing two
things that are conpletely different and just
happen to be arriving at nunbers that are
roughly the sane.

W TNESS HALL:  Yup.

CHAI RVAN HONI GBERG. |''m al so goi ng
to ask you to back up one step further and
give us the 3 mllion again, where that cones
from Is that from Exhibit 827

W TNESS HALL: Yes.

W TNESS MULLEN: If | could add to
that. There's further detail on that in
Exhibit 80. You'll see the bottom of that
cones to the $3.294 mllion. That goes nonth
by nonth through the recoupnent peri od.

CHAI RMAN HONI GBERG. Al |l ri ght.

Whi chever one of those you want to do,
M. Hall, if you want to just recap the 3.3
and then go over again why the 2.1 and the

1.9 aren't just a happy coincidence, ny
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phr ase.

W TNESS HALL: Ckay. Let's talk
about the 3.3 first. The 3.3 mllion is the
revenue shortfall due to the change in rate
design for May through Cctober 2018. If |
extend that analysis through the end of
Decenber, instead of 3.079 mllion, it was
3.079, not 3.3.

CHAI RVAN HONI GBERG.  Thr ee poi nt
three is the second way of cal cul ati ng.
Three point three is the nunber --

W TNESS HALL: Yes.

CHAI RVAN HONI GBERG. -- from
Exhi bit 82.

W TNESS BONNER: Exhi bit 82.

W TNESS HALL: Yes. GCkay. I|I'm
wth you. I'msorry. | msled you.

CHAI RVAN HONI GBERG. Correct ne if
I*'mwong, but the 3.3 you showed on
Exhibit 82, that's where 3.3 cones from

W TNESS HALL: Yes.

CHAI RMAN HONI GBERG. That's the
source of that nunber, and it is the

cal cul ati on of your recoupnent anount
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appl ying the new rate nethodol ogy and the new
rates back to throughout the tenporary rate
peri od.

W TNESS HALL: Yes. And
essentially what that is -- that's exactly
what it is. And it takes into account the
rat e desi gn change.

CHAI RMAN HONI GBERG. Al |l ri ght.

Now expl ain again why the 1.9 and the 2.1 are
justifications for each other, because they
seemto be just conpletely different ways of
doi ng what you were doi ng.

W TNESS HALL: The two-point -- the
$1.9 mllion nunber is the difference between
the $3.3 million nunber on Exhibit 82 m nus
t he anount of recoupnent actually approved by
t he Comm ssi on.

CHAI RVAN HONI GBERG.  Appendi x 5
fromthe rate order

W TNESS HALL: Yes.

CHAI RVAN HONI GBERG. Now, then, al
t he way back to nuch earlier in your
testinony. How do we get to 2.1? And are

t hose two nunbers related at all, other than
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t hey just happen to be close to each other?

W TNESS HALL: Ckay. The
2.1 mllion is the revenue difference as a
result of rate design change for the period
of May 2018 t hrough Decenber 2018. So we've
got a revenue difference from May to Decenber
that's a result of a rate design change
that's $2.171 mllion. W've got a revised
recoupnent amount that is a difference of
$1.979 mllion, looking at all of cal endar
year 2018 as conpared to the way recoupnent
was cal cul ated in the Comm ssion's order.

CHAI RMAN HONI GBERG Wait, wait.
That's not right. The last thing you just
said isn't right. 1It's not the entire
cal endar year rate for 2018, it's the
tenporary rate peri od.

W TNESS HALL: Yes. Yes.
Recoupnent ends in April 2018. So it's only
that portion of 2018 to which recoupnent
appl i ed, January through April. Correct.

BY MR SHEEHAN:
Q And M. Hall, could you describe not the

nunbers, but the nmath that resulted in the
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cal culation of May 1 through the end of the
year? What nunber did you nultiply by what
nunber to come up with the 2.171 shortfall?
You said it's the --

(Hall) 1 basically took the difference

bet ween two revenue nunbers. | calcul ated

t he revenue shortfall as a result of rate
desi gn change May t hrough Oct ober 2018.

And the nunbers behind that, am| correct to
say it is, again, the billing determ nants,

t he nunber of custoners and the use projected
t hrough 2018 tines the newrates? |Is that

t he exercise you went through or sone other
exerci se?

(Hall) I don't believe that the 3.079 mllion
adjusted for year-end custoner count. But
l'"mgoing to have to turn to M. Bonner to
confirmthat. | don't think it did. | think
It was based on test-year determ nants.
(Bonner) No, it did not, Stephen.

(Hall) Ckay. So there are differences in the
cal cul ation, volunetric differences, as well
as nunber of custonmer differences. That

3.079 mllion shortfall, we netted out the
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addi ti onal revenue in Novenber and

Decenber 2018 as a result of the rate design
change, and that's how we got the 2.171
Turning to M. Bonner. During a technical
session with Staff yesterday, Staff did sort
of a "back-of-the-envel ope"” | ook at sonme of
t he nunbers on what has been nmarked Exhi bit
79. And paraphrasi ng, that

back- of -t he- envel ope cal cul ati on cane to
suggest that we got all of the $8 mllion

i ncrease that the Conm ssion ordered. Do you
recal |l that discussion?

(Bonner) | do.

Under standi ng that Exhibit 79 as we have in
front of us is slightly changed from what we
were | ooking at yesterday -- well, let ne
back up.

What changes have been made to
Attachnent 1 to our July 9 filing that now
appears in a nodified formas Exhibit 79?
(Bonner) There are two changes. The first
was really two different, small fornula
errors in the original calculation that

anounted to about a $40, 000 difference, as
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seen |l ooking at the top table, which is

Mont hly Distribution Revenue at Current/dd
Rates. The original number for the total for
the entire period was about 71 mllion and a
small fraction. | think it was 006, subject
to check. And so | had to nmake a correction
i nside the supporting nodels that produced
this to correct that, and we went over that
with Staff yesterday.

The second correction we nmade this
nmor ni ng upon further exam nation of the
overall docunment. | realized that the
recoupnent val ue was overstated. 1In the
original docunent as filed, the recoupnent
unit rate was .0082, which is the nunber that
shows up on Appendix 5 to Order 26,122 in
this docket. Unfortunately, that particul ar
unit rate is for an annual period. The
actual recoupnent had to be recovered over a
20-nmonth period. So there's another portion
of this cal culation that does not show up on
Appendi x 5 that the Conpany had to perform
And what they did, or what we did, was take
t he $1, 326, 355 and then divided by the
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forecasted billing units, which in this case
woul d be the therns applicable to al
custoners for the period May 2018 t hrough
Decenber 2019, and that particul ar nunber
woul d have been 254,219,949 therns. [If you
then divide the 1,326,355 by that nunber, you
W Il produce the unit rate shown on

Exhibit 82 in Section 4 of .0052. And that
is currently what is being billed by the
Conpany t oday.

So the recoupnent rate, for |lack of a better
word, of .0082 was slightly high because it
was going to collect the whol e anount over 12
mont hs rat her than 20 nonths; is that
correct?

(Bonner) Exactly correct.

And then you calculated it over 20 nonths and
cane to the new rate of .005-sonething.
(Bonner) Yes.

And what pronpted this was | ooking at what is
now Exhibit 79, and it showed that we were
going to recover all of the recoupnent too
fast .

(Bonner) Yes. In our discussions with Staff
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yesterday, it was brought out that it | ooked
i ke we were recovering all our recoupnent
over a 12-nonth period, and that clearly
didn't seemright. So upon re-exam nation, |
recogni zed the error.
So those are the two changes in Attachnent 1
now reflected in 79.
(Bonner) That's correct.
The second change, where do we | ook on
Exhibit 79 to see the effect of the
re-cal cul ated recoupnent rates?
(Bonner) Sure. That shows up in two pl aces.
One is in Section IV, called |Inpact of
Tenpor ary/ Per manent Rat e Recoupnent, and then
alittle farther down in Section VII, the
2019 Revenue I npact, which is coincidentally
the sane as the 2019 portion of Section |V,
the I npact of Tenporary Rate Recoupnent. And
that's at the bottom of the page, and you'll
see the .0052.

Make one other correction. On the 2019
tabl e, the recoupnent rate wasn't actually
approved. W had to calculate that. The

recoupnent wasn't approved. So what it did
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was it |owered the anounts conpared to the
original exhibit.

So in Table VII at the bottom it shows
recoupnment of 830-sonethi ng thousand dol | ars.
That is recovering less in 2019 than the
prior schedul e showed.

(Bonner) Yes.

And simlarly for Table IV, the $400,000 is a
smal | er nunber than what's in the prior

t abl e.

(Bonner) Yes. Because the billing units were
fromour financial forecast, they're even

hi gher than the billing units as adjusted for
year - end custoner count. The sum of those
two nunbers is going to come up to about
approxi mately one and a quarter mllion
dollars, alittle bit short of the target.
And that's a reconciling nunber. |If
everything stays as is, we wll make sure we
collect the 1.3 as in the Conm ssion order.
(Bonner) That's correct.

And if the Comm ssion grants our request,
we'll be collecting a different nunber that

is reconcilable to whatever the Comm ssi on
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orders today.

(Bonner) That's is also correct.

So, going back to what started this, can you
tell us what Staff's -- again, this was
admttedly an infornal,

"back- of -t he-envel ope” | ook that Staff

presented yesterday. Wat they were pointing

to to suggest that we had already -- that we
will get the full $8 million increase --

MR DEXTER: |'m going to object
to --

(Court Reporter interrupts.)
CHAI RVAN HONI GBERG. Hang on.

BY MR SHEEHAN:

Q

That we will get the full $8 mllion increase
in 2018.

CHAI RVAN HONI GBERG. Now, M .
Dext er .

MR. DEXTER | object to the
question, as it requires the witness to
attest to things that Staff nmay or nay not
have said at a tech session. There's no
basis for that in the record as to what Staff

sai d.
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CHAI RVAN HONI GBERG M . Sheehan,

why don't you ask him a hypothetical.

BY MR SHEEHAN:

Q

M. Bonner, is there a way to | ook at
Exhibit 79 to, in the Conpany's view,

correctly get to the answer that M. Hal

testified to, that there will be a shortfal
of revenue of approximately $2 mllion in
20187

(Bonner) No, | don't believe that there is.

And why is that?

(Bonner) There are a couple of issues, and I
haven't quite worked out all of the nunbers
to actually prove the cal cul ati on, although
nmy expectation is that these would correct
it.

There are two i ssues that are not
accounted for in Exhibit 79, even as
corrected. Perhaps the nobst significant
actually turns out to be the tenporary rate
cal cul ation. Tenporary rates were applied
only to EnergyNorth custoners, not to the
Keene custoners, but the billing units in

this cal cul ati on 1 nclude the Keene custoner
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anounts in the tenporary billing section. So
t he nunber shown in Section Il and the
correspondi ng revenue inpact is actually too
hi gh.

The second issue was referred to a
little bit earlier. 1In determning the final
adj ust ed revenues upon which the approved
i ncrease was to be applied, we also had to
take into account the Keene revenue
adjustnment, which is not in this calculation.
Two questions. First, so what you're saying
Is, to answer the question that the Conpany's
posing here -- i.e., is there a $2 mllion
revenue shortfall in 2018 -- Exhibit 79, as
formul ated, can't get you that answer to that
question. |Is that what you' re saying?
(Bonner) Not in ny opinion, no.

What Exhibit 79 is, though, is what was
requested of us; iIs that correct?

(Bonner) Yes. No. Exhibit 79 was prepared
in accordance with the directives in the
Conmmi ssion's order in 26,149, if nmenory
serves ne correctly.

If you could make the changes to Exhibit 79
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that you think are necessary to answer the
question that the Conpany is posing today, is
it your opinion that we would again get to
the $2 million revenue shortfall?

(Bonner) Yes, | believe that the shortage
that is resulting fromthe recoupnent

cal culation would manifest itself again in

t hat cal cul ati on.

And t he second question |I'd ask you to
clarify is if you could explain for us the
Keene adjustnent. Wat is it? It's a nunber
that cane up | think in M. Hall's
description of 500-sone-thousand doll ars.

Expl ain for us what's happening wth that
nunber .

(Bonner) Ch, the Keene adjustnent, again, is
a recognition of the -- there are two parts
toit. The first, and nost inportant, is
that the anmount of noney the Conpany actually
recei ved during the test-year period is

hi gher than what was cal culated originally by
repricing Keene custoners as if they had
taken -- or had paid EnergyNorth's rates

prior to the rate case. So, Keene had its
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own i ndependent rates. Keene's actual rates

are materially higher than those. 1In fact,
they're still higher than what was approved
finally in this docket. So that noney has to

be taken into account; otherw se, you're
nmeasuring the rate i ncrease across off the
wrong baseline. And their billing is
associated with those, in effect, higher
units, higher dollars, are never factored
into the calculation directly.
M. Millen, turning to -- oh, |let me back up.
One nore thing wth M. Bonner.

Exhibit 81, did you prepare this
docunent ?
(Bonner) 1 did. This was in response to
certain questions M. Frink posed after our
first technical conference, which was on
July 12t h.
You wal ked through the first handful of I|ines
to get M. Hall to the 71,584 that's on
Li ne 5.
(Bonner) Correct, Line 5.
Coul d you wal k us -- what is the purpose of

this docunent? What question were you trying
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to answer?

(Bonner) There were a couple different ones,
one of which M. Frink was trying to
under st and why hi s cal cul ati ons were com ng
up with Iarger revenue differences than what
was t he approved i ncrease.

So the purpose of this was to show, and
it really was a conpari son between the
nunbers really in Colum A versus the nunbers
in Colum B of how he arrived at his
cal cul ati ons and what elenents were in his
conput ati on and which el ements were actually
in the Conpany's conputations of the rates.
And Staff was comng up with nunbers that
showed we received actually $9 mllion in
2018; is that correct?

(Bonner) Hmm hnm  Yes.

And the question was: Wait a mnute. You
guys are claimng a deficiency. How cone |'m
comng up with $9 mllion?

(Bonner) Correct.

So wal k us through how you answered t hat
questi on.

(Bonner) Sure. |1'mgoing to focus on
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Col um A and proceed fromthe top down.

Using the original billing units that
were in the rate case that is unadjusted for
t he year-end bill count, the actual anpunt of
revenue that would be received from
EnergyNorth custoners, the Concord Steam
adj usted custoners which were added to it,

and Keene custoners at EnergyNorth's rates,

actually produces about $70 million. And so
that's what the raw nunbers -- that's what
the billing units tines the prices that were

in effect under those conditions would vyield.
But that's insufficient to calculate the
actual baseline for the rate increase. The
first adjustnment was as a result of the
Commi ssion's order in the rate case itself --
that's 26,122 -- adopting the year-end
custonmer adjustnent that was proposed by
Staff. That's the 929,551 originally in
response to Staff 8-17 in the case. That
brings us up to 71, 048, 393.

In the sheets that | provided, in
addition to just the summary sheets which are

captured in the exhibits to actually build up
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to all those revenue values, is an intricate
series of supporting cal cul ati ons that
actually does the full price-out and conmes up
with the appropriate billing units to apply.
The nunbers that | provide in the

cal cul ation, which was a supporting sheet
that said the anbunt of noney that we were
going to receive under the year-end billing
determ nants, was going to be 71,048, 393, and
so at this point we natched.

The next adjustnent which we've gone
over a couple tinmes is the adjustnent for the
addi ti onal Keene revenues at Keene's prior
rates. That brings us out to 71,584, 554.

Now, one other issue that had to be
taken into consideration in proposing final
rates is the Comm ssion's increase is going
to give us a pool of npbney that has to be
subdi vided across two different conponents.
The first is the base rates, which is going
to collect the vast bulk of it; the second
portion relates to the | owincone di scount
provided to Rate R4 custoners. Rate R3

custonmers are the ordinary residenti al
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heating rate custoners. Rate R4 custoners
are exactly the sane custoners, except
they're eligible for the I owincome di scount.
So what ever price you set for Rate R3 by
appl yi ng the known di scount percentage, which
| believe is 60 percent, you now know what
Rate R4 would be. The m ssing anount of
noney that Rate R4 will not actually pay has
to be paid for by all other custoners.
There's a nunber of ways of doing this.
The Comm ssion has adopted that that
deficiency is actually flowed through the
| ocal distribution adjustnent charge, the
LDAC, the |l owincone portion of it. So you
have to determ ne which portion is going to
go to the base rates and which portion goes
to the | owincone discounts. So you have to
know how nuch the current |owincone di scount
Is going to be; that's the 1,678,167. At
t hat point, when you sumup -- add that to
t he previous 71,584 nunber, you'll cone up to
t he actual baseline fromwhich the rate
increase will be applied, and that's the

73,262, 722. The next nunber is the permanent
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I ncrease, which we recogni zed fromthe order
as 80, 060, 117. So the rates, conbi nation
base rates plus the | owincone discount,

needs to coll ect $81, 322,839, based on the

test-year billing units wi thout the year-end
customer count applied. 1In order to do this
in the compliance filing that we nmade -- and

soneone's going to have to correct ne.

W TNESS BONNER: Did we supply, |
beli eve we did, the conpliance attachnent
t hat has the rate design?

W TNESS HALL: Yes.
(Bonner) Yes.

W TNESS BONNER:  Thank you.
(Bonner) In that attachnent, you'll find that
there's a calculation made in the actual
nunmerical calculation to be able to cone up
with the right anount of npbney. |In order to
account for the fact that the billing units
for both the Keene adjustnent and the
year-end custoner adjustnent are not in the
nunbers that were used to design the rates,
they had to first renove them figure out

what the increased percentage was, apply that
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to the base rates and to the portion that's
going to go to the bel owincone rate, check
to be sure that it collected the sane anount
of noney, which is the 81,322,839, and that's
what the purpose of this m ddl e adj ust nent
was. So it | ooks, when you | ook through the
calculation -- and this was anot her question
that M. Frink had was | see that the rate
design is actually calculating off of nine
and a half mllion, but the allowed revenue
was only 8,060,000. How can those nunbers
both be right? Wen you go through the
entire calculation in detail, you'll find out
that applying that increase in order to be
able to calculate a multiplier tines the
present unit prices will yield exactly the
sane anount of nobney as the 81, 322,839. 1In
the actual attachnment itself, that proof
calculation is actually denonstrat ed.
Thank you, M. Bonner. And |ast, a couple of
questions for M. Millen.

Can you describe for us, on the issue of
tax reform what portion of -- is there any

portion of tax reformin rates now?
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(Mull en) Yes.

Can you describe what that is, not so nuch
dol l ar anount first, but conceptually what
that is?

(Mul I en) Conceptually, it's an anpunt that
cones fromthe -- originated in the
settlenent that the Conpany had with OCA t hat
t he Conm ssion rejected. That nunber was

i ncl uded in the Comm ssion's order,
essentially a placehol der nunber.

And was that part of the conversation early
in the rate case where the Staff and the
Conpany and OCA could not quite agree on how
to do it, but we decided to put a nunber in
for purposes of a placehol der, as you sai d?
(Mullen) Yes. | wouldn't say early in the
rate case because this cane in towards the
end of the proceeding.

Early in the hearing | shoul d say.

(Mul I en) Correct.

So howis that in rates now?

(Mullen) That is figured into the
distribution rates that are being charged to

custoners.

51
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And when we cal cul ated -- and the anount is
what ?

(Mullen) It's 2,394,000 and change. And that
is shown in Appendix 3 to the Conm ssion's
order. It's 2,394, 065.

Ckay. Is it fair to say that that is not
going to be the final nunber that evi dences
t he i npact of tax reforn?

(Mull en) That's correct.

And is that final nunber known yet?

(Mullen) It is not.

And why is that?

(Mul I en) Pursuant to the Conmm ssion's order,
t hat nunmber was going to be reviewed in a
separate proceeding. The Conpany has not
made a filing, nor has such proceedi ng been
opened. But |I think as everyone's aware,
there were a few notions pendi ng and sone
nunbers that would have to be finalized

bef ore we coul d even get there.

So what nunbers are still noving that woul d
prevent you from saying we think the tax

i npact is X?

(Mullen) Well, right now | think that, given
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the Conmi ssion's rulings on the Mdtion for
Clarification, this Mtion for Rehearing
should not inpact it. But for instance, in
the Motion for Clarification, there was an
adjustnment in there for i NatGas and t he
revenue requirenment associated wth i Nat Gas.
The cal cul ati ons that devel oped that revenue
requi renent adjustnent included cal cul ati ons
that were perfornmed at the old tax rates.
And dependi ng on the Comm ssion's final
determ nation of howto rule on the Conpany's
Motion for Clarification, that kind of |eft
that in |inbo.

So that was just resolved a week or so ago;
correct?

(Mul I en) Correct.

So the request the Conpany has today as part
of this Mdtion for Rehearing does not include
a final anount, if you wll, on tax reform
(Mul I en) Correct.

And to the extent that there is an effort --
woul d t he Conpany agree with any effort to
try to put a finer point on tax reformin

t hi s proceedi ng?
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(Mullen) I think the Comm ssion woul dn't have
sufficient information to finalize that
nunber .

So if there is any further refinenent of the
tax reform nunber in this Mtion for
Rehearing, are you saying that would have to
be refined once nore | ater?

(Mul I en) Yes, because partially, while there
may be some increnental inpacts associ ated
with the finalized nunbers for tax reform
it's possible that the Conpany nmy propose
sone different treatnents for even naybe part
of that noney. So if the Conm ssion were to
try to deal with it through this proceeding,
A, they'd be dealing with a pl acehol der
nunber that woul d essentially create anot her
pl acehol der nunber that would | ater have to
be trued up.

And now t hat the noving pieces, as you say,
for the tax cal cul ati on have been settl ed
recently, what's the Conpany's plans for
making a filing on the tax reformissue?
(Mullen) I envision that nost likely in the

next few weeks.
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MR. SHEEHAN: Those are all the
questions | have. Thank you.
CHAI RVAN HONI GBERG. M. Buckl ey.
MR, BUCKLEY: Thank you, M.
Chai rman. Just a few questions, and | think
they're largely for M. Hall here today.
CRGOSS- EXAM NATI ON

BY MR BUCKLEY:

Q

Earlier this afternoon you heard Attorney
Dexter nention, or, rather, describe that

Exhi bit 82 presented sonething of a new
theory of the case. Can you tell ne what the
primary difference is between Exhibit 82 and
t he val ue presented and t he net hodol ogi es
utilized in previous exhibits?

(Hall) I"'mnot quite sure | foll ow your
question. Al Exhibit 82 is intended to do
Is try to represent the anobunt of revenue and
the net revenue increase that the Conpany
woul d recei ve through a rigorous cal cul ati on
of recoupnent for the January through

April 2018 period. That's effectively what
we're trying to do. And | sort of -- | did

this exhibit sort of to cone up with a
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revenue proof to basically convince nyself
that with a correct cal cul ati on of
recoupnent, we would cone up to the anpunt of
i ncrease that the Comm ssion authorized. And
it does that. It cones up to 8.149 mllion
I nstead of 8.060, the difference being
billing determ nants difference as conpared
to test-year billing determnants. That's
t he purpose of this exhibit.

| then went on to say that we really
didn't get that full recoupnent anmount. W
got a |lower anobunt. And that | ower anpunt is
what leads to the $2 mllion shortfall.
(Mullen) May | add to that response? As
shown on Exhibit 82, various lines reference
prior Exhibits 79, 80 and 81. So, for
i nstance, if you were to | ook on Line 1 of
Exhibit 82, if you went to those respective
months in Section | on Exhibit 79, that's
where those totals cone from So if you did
that on each line -- and, for instance, the
recoupnment nunber on Line 3, if you add the
negative 11 in the July to Decenber and the
3,305,000 in January through April of 2018,
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those cone right to the anbunts on
Exhi bit 80. So what Exhibit 82 does is
summari zes information that's on the prior
t hree exhi bits.
And can you just summarize for ne the
rel ati onship of the 3,305,000 presented as
t he recoupnment value on Exhibit 82 and the
rel ati onshi p between that and the recoupnent
val ue presented in Appendix 5 of the
settl enent agreenent, the 1.3 mllion or so?
(Hall') Sure. The recoupnent value in the
appendi x, 1.326 mllion, was prem sed on no
rate desi gn changes; so, had we not made any
change to rate design, that was a correct
nunmber. The 3, 305, 000, net of the $11, 000,
i's the recoupnent anopunt incorporating the
i npact of rate design. That's really the
di fference between the two. One doesn't take
into effect the rate design change. This
exhi bit does take into effect rate design
changes.
On what is essentially a retrospective basis?
(Hal I') Yes.

MR. BUCKLEY: No further questions.
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CHAI RVAN HONI GBERG M. Dexter, do
you -- would it be valuable for you to take
five or ten m nutes, because ny sense is
you're probably going to take a little while
W th these w tnesses?

MR. DEXTER  Yeah, |'d request a
15-m nute recess so | can talk to -- there's
a lot of newinformation in the record.

CHAI RVAN HONI GBERG. I think it
wi Il help the stenographer and us. So we'l|l
be back in 15 m nutes.

(Brief recess was taken at 2:21 p.m,
and the hearing resunmed at 2:44 p.m)

CHAI RVAN HONI GBERG. Pl ease be
seated. M. Dexter

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

CRCSS- EXAM NATI ON

BY MR DEXTER

Q

So | have sone questions on both theories of
recovery here. 1'd like to start with the
one that was presented in the notion about
the rate design changes, and I'd like to

start by turning to the Conmm ssion's order
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and turning to Appendi x 1.

(Hal I ) Which order?

The Conmission's rate order of April 27,
2018.

(Hall) Got it.

Now, woul d you agree that at Line 9, the

8, 060, 117 was the revenue deficiency that was
determ ned by the Conmmi ssion in this case?
(Mull en) You're |ooking at Page 1 of 16?
Exhi bit 1, Page 1 of 16.

(Mul I en) Yes.

And woul d you explain what's on Line 11,

pl ease.

(Mullen) Line 11 is the result you get when
you subtract the placehol der anmount for tax
reformthat's shown on Line 10 fromthe
anmount on Line 9.

And when the Conpany i npl enented rates when
the order cane out, which nunber were they
trying to collect? The 8 mllion? The 5.67
mllion, or sone other nunbers?

(Mul Il en) The rates were put into effect and
taken into account the anount on Line 11.

Ckay. And plus there was a step adj ustnent;
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correct?

(Mul I en) Correct.

Ckay. So this mght be alittle bit of a
review of what M. Hall said, but nowl"'d

li ke to nove to the Conpany's Modtion for
Rehearing that was filed on May 25th, 2018,
and I'd like to turn to the attachnment on the
back, pl ease.

Isn't it correct that the Conpany, when
they filed the notion, requested that the
3,079,391 figure in the | ower right-hand
corner be an anount that should -- they
proposed that that anount be recovered
t hrough t he LDAC?

(Hal I') Yes.

Over what period of tinme was that recovery
going to take pl ace?

(Hal I ) Ei ghteen nonths, comencing July 1,
2018.

And if | understood your testinony today, the
Conpany has now revi sed that request down to
two mllion one hundred seventy-one mllion
and change; is that correct?

(Hall) Two mllion one hundred seventy-one
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t housand.

Two million one hundred seventy-one thousand.
(Hal I') Yes.

Ckay. And over what period would that be
col | ect ed?

(Hall) At this point, it would be cal cul at ed
over the remai ning nonths in the period over
whi ch recoupnent is being cal cul ated, and
recoupnent ends on Decenber 31, 2019. So,
dependi ng on when the Comm ssion's order is
i ssued, it will either comence August 1st,
2018 or Septenber 1st, 2018. My preference
I's August 1st, 2018.

And when would it end?

(HalI') Decenber 31, 20109.

Ad woul d that al so be recovered through the
LDAC?

(Hall) Yes.

Now, in your testinony earlier, you had

I ndi cated, | believe, that the 3,079, 000
figure was calcul ated as a result of rate
desi gn changes that were inpl enented as of
May 1st; is that correct?

(Hall) Yes.
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And the 3,079,000 figure enconpassed a

si x-nont h period through October, as the
schedul e shows; is that correct?

(Hal I') Yes.

And is it correct that you extended that
cal cul ati on out through Decenber to get at
the 2,171,000 figure that's now at issue?
(Hall) Yes, based on -- |I'msorry.

Go ahead.

(Hal 1) Based on what Staff pointed out in our
t echni cal session.

And what was that, that Staff pointed out?
(Hall) That the rate design change woul d
produce nore revenue than what woul d

ot herwi se occur, absent a rate design change
during the nonths of Novenber and Decenber.
And t hat was unknown to the Conpany at the
time they filed the notion?

(Hall) No, it was known.

Ckay. So if one were to take this

cal cul ation and extend it forward anot her
four nonths, what would the result be?
(Hall) I don't know. | haven't done that

cal cul ati on.
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Well, | think you testified earlier that the
rate design issue that's underlying these two
nunbers will resolve itself after 12 nonths;
is that correct?

(Hall') Yes, over a 12-nonth period, the
amount of revenue recovered under the new
rate design wll be or should be the sane,
assuning billing determ nants are the sane,
as under the old rate design.

So then, could one conclude fromthat answer,
then, that if you added the four nonths of
January, February, March and April of 2019,
and you did the calculation, that this nunber
woul d be at or near zero?

(Hall) In theory, yes. Now I'mthere. |

m sunder st ood where you were goi ng.

So, then, at the end of that 12-nonth peri od,
which is the first 12 nonths that the
permanent rates are in effect, if the

Conm ssion were to grant your request to add
$2.1 mllion through the LDAC, and the rates
as you' ve laid out here would produce the

$8 mlIlion they were supposed to produce,

woul dn't that give the Conpany $10 mllion
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over that 12-nonth period?

(Hall) In cash collections, yes. But the
revenue woul d be recogni zed in 2018.

What's the difference between cash

col |l ections and revenue recognition?

(Hall) Cash collections is cash comng in.
Revenue i s when you book the revenue on your
books of account.

Ckay. So over that 12-nonth period ending
April 1st, 2019, what woul d be the cash
collected? | think you said $10 mlli on.
(Hal I ) Subject to check, yes.

Subj ect to check, what would be the revenue
booki ng over that period?

(Hall) It should be an anpbunt that's $8. 06
mllion above test-year revenue | evel, al

el se bei ng equal .

Well, what would the period -- what would it
be for the 12 nonths ending April 30th, 20197
(Hall) I"'msorry. | didn't foll ow you

Wll, | think what you said was there woul d
be a difference between cash coll ected over
that, I'mgoing to call it the "rate

effective period,” the 12 nonths endi ng
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April 30th, 2019. | think you indicated that
if the Conpany -- if the Conm ssion were to
grant your request in this case for

$2 mllion in the LDAC, plus you woul d
collect the $8 nmllion that was approved in
the rate order, that you would coll ect

$10 mllion. Can we agree on that?

(Hall) No, we wouldn't collect it in cash.
So what would you collect?

(Hall) Something | ess than that because the
cash coll ection continues through

Decenber 31, 20109.

Because of the recoupnent?

(Hall) Yes.

But absent the recoupnent, if the recoupnent
were 12 nonths, let's say, hypothetically --
(Hall) Ckay. | nean, |I'mhaving a hard tine
sayi ng "absent the recoupnment" because
recoupnent is really what's driving this.
Ckay. What woul d they book for revenues over
t hat period? You indicated there m ght be a
di fference between cash and revenues.

(Hall) I can't answer that off the top of ny

head. What woul d happen is if we were
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granted -- | can tell you what woul d happen
in 2018.

If we were granted an additi onal
$2 million in recoupnent as a result of this
proceedi ng, we woul d book that $2 mllion in
2018. That's the way the accounting i s done.
So we woul d recogni ze the revenue in 2018,
t hus solving the issue that has arisen for
cal endar year 2018 as we' ve di scussed on nore
t han one occasi on.
Wll, we've discussed it in technica
sessions, but we haven't discussed it in a
hearing context. Wuld you expand on that,
the issue that's going to occur in 2018 as a
result of the rate order?
(Hall') Sure. | believe we summarized it in
our notion. Well, perhaps not specifically.

Basically what the rate order has done
Is it's created a revenue shortfall and,
therefore, an earnings shortfall for cal endar
year 2018. And it is a significant problem
for the Conpany, and that's what drove us to
file a Motion for Rehearing. The Conpany has

already had to take steps to address the
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problem And absent an additional $2 nillion
fromthis proceedi ng, the Conpany nmay take
addi tional steps to attenpt to reduce costs
in 2018 as a result of a revenue shortfall in
2018.

And what steps has the Conpany taken in 2018
to date to reduce costs?

(Hall) First of all, we're no longer filling
vacanci es; so when soneone | eaves, the
position remains open. W have |limted
overtine. W are focusing nore on capital
wor k rat her than work invol ving O&M expense.
We have |imted enpl oyee travel and al so
attenpted to limt enpl oyee expense. And we
are in the process of review ng our use of
contractors and elimnating the use of
contractors wherever possible, to the extent
those costs woul d be expensed. So those are
sone of the steps we've taken to date.

And what would be the further steps that you
nment i oned?

(Hall) Could be nore drastic. Could be
elimnating all overtinme. |1t could be

targeted | ayoffs. That's sonething the
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Conpany woul d consider. It could be ceasing
all training other than training that's

requi red for operator qualifications. It
woul d be ending all -- it could be ending all
di scretionary work and could be term nating
all travel. Now, |I'msaying "could be" in
all of these because we haven't nade that
decision yet. Al I'msaying is all of this
is a possibility. And as |I've indicated to
you earlier, and I'd like to stress, this is
a significant issue for the Conpany for 2018.
Now, you indicated that there are sone
vacanci es that haven't been fulfilled --
filled and that going forward there m ght be
sone |layoffs. Wuld you agree that the
revenue requirement approved in this case

i ncl uded the full conplenent of enpl oyees
that were |l aid out by the Conpany,
represented as a full conpl enment as of
Decenber 31st, 2017, mnus 3.5 enpl oyees that
wer e adjusted as vacancies? Do you recall

t hat ?

(Hall) 1 would agree that that was included

Iin the data that we submtted to support our
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rate i ncrease request. The problemis the
rate i ncrease that we got was over $2 nillion
| ower than what we had agreed to in the
settl enent.

Q Do you have the order in front of you that --

CHAI RVAN HONI GBERG M. Dexter,
why do you care about this? Wy is this
I mportant?

MR, DEXTER. Well, | want to point
out that the Conmm ssion allowed for a full
conpl enent of --

CHAI RVAN HONI GBERG. W under st and
what's in the order. The goal here is to
figure out what the basis for this shortfall
is, not the effects on the Conpany. |If there
are effect on the Conpany, there are effects
on the Conpany. Let's find out what the
source of the argunment is for the shortfall.
And if you believe M. Hall and his
col | eagues up there are wong, let's hear it.

MR DEXTER: Fair enough.

BY MR DEXTER
Q Sol'dlike to turn to the Conpany's reply to

the Motion for Clarification.
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(Hall) Ckay. I'mnot foll ow ng where you
ar e.
| seemto have m splaced ny copy as well. If

| could go off the record for a second.
(Hall) Do you nean the July 9th letter?
No.

(Di scussion off the record)
I"'msorry. |It's actually called the

Conpany's "Response to Staff's (bjection to

Motion for Rehearing.” It was filed
June 6t h.
(Hall) I don't have that in front of ne.

(M. Sheehan hands computer to
Wtness Hall.)
Now, it says on Page 2 of that response,
quote, "Thus, the Order authorized Liberty to
collect the $8.1 mlIlion increase for every
12-nont h peri od begi nning July 1st, 2017,
I ncluding the 12-nonth period of January 1st
t hrough Decenber 31st, 2018."
(Hal ') Ckay. Wat paragraph are you in?
' mreadi ng on Page 2, Paragraph 4.
(Wtness revi ews docunent.)

And t hen Paragraph 5 goes on to say, "The
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Conmmi ssion plainly approved Liberty to
collect the $8.1 nmillion increase begi nning
July 1st, 2017, which nmeans Liberty has the
right to collect $8.1 million in the cal endar
year 2018 (whether that is the rate effective
period or not)." Do you agree wth those
statenents?

(Mullen) If I may, to ne, | thought the

Comm ssion al ready addressed that in its
order on rehearing, and |I'mjust wonderi ng
why we're goi ng back over it.

CHAI RVAN HONI GBERG M. Millen
are you objecting to the question?

W TNESS MJULLEN:. | am suggesti ng
t hat M. Sheehan m ght --

CHAI RVAN HONI GCBERG. Are you
suggesting M. Sheehan shoul d object to the
question?

W TNESS MJULLEN:  Yes.

MR. SHEEHAN: No, |et himanswer
t he questi on.

CHAI RVAN HONI GBERG. I think M.
Sheehan woul d |ike you to answer the

questi on.
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BY MR DEXTER

Q
A

Q

Do you agree with those statenents?

(Hall') Yes, | do.

So you agree that the rate order entitled the
Conpany to collect 8.1 mllion going back to
July 1st, 2017.

(Hal 1) Yes, when you take recoupnent into
account .

But | thought you testified earlier that
recoupnent extended out to 2019.

(Hall) It does. But |I also said just a few
m nutes ago that we book it as soon as we
recogni ze it.

Well, the statenent says that Liberty is

aut hori zed to collect, not to book.

(Hal I') Ckay.

Ckay what ?

(Hall') I nopportune choice of words. Let's
think of it this way: You have a tenporary
rate level that's in effect January through
April of 2018. Recoupnent for those nonths
shoul d get you back up to the permanent rate
l evel. And then you're at pernanent rates.

So now you're at permanent rate |level wth
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recoupnent January through April 2018.

You're at pernanent rate |l evel May through
Decenber 2018. That permanent rate |evel,

i ncl udi ng that recoupnent, ought to be $8.06
mllion higher than the previous rate |evel.
And your answer is per books, not per

col I ecti on.

(Hall) Correct, because of the way recoupnent
is recovered from custoners.

Ckay.

(Hall) But logic tells you that the purpose
of recoupnent is to get your rate |evel
duri ng when the period tenporary rates are in
effect up to the pernmanent rate | evel.

You' re recouping the difference between the

t wo.

All right. 1 would submt not only |logic
says that, the statute says that as well.
(Hall) Ckay. I'mglad | answered that way.
So let's go to attachnment -- to Exhibit 80.
And | want to conpare that to Appendix 5 in
the order. And before | do that, 1'd like to
conpare Appendix 5 in the order to Attachnent

Cin the settlenent. Do you have t hat
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settlenment with you? This is the settl enent
of March 1st, Exhibit 29 in the case.
(Hall) 1 believe | do.
So, |l ooking first --
(Hal ') Hol d on.
Ch, I"'msorry.

(Wtness revi ews docunent.)
So I"'min the settlenent at Attachnent C
Exhi bit 29.
(Hall') Ckay. W got it in front of us.
And | have Appendix 5 to the Conm ssion's
order. There's no Bates Stanp on it.
(Hall) 1I'"mthere.
Woul d you agree that these two recoupnent
cal cul ations nmathenatically work the sane
way ?
(Hal I') Yes.
And that the one difference between the two
calculations is Line 1, the anount of rate
I ncr ease?
(Hal I') Yes.
And then the math just flows fromthere.
(Hall') It does.
Ckay. Now, M. Bonner had poi nted out what

74

{DG 17-048} [Motion for Rehearing] {07-17-18}




© 00 ~N oo o b~ w N P

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

75

he described as an "error" in Line 5 of
Appendi x 5.

(Hall) No, | don't think he characterized it
as an "error" in Line 5. Wat M. Bonner
said was he inadvertently used what was on
Line 5 in his original calculation of
Attachnent 2, which was replaced by --
(Bonner) Exhibit 79.

(Hall) -- in Exhibit 79.

So, M. Bonner, in your opinion, is there an
error in Appendix 5 and in Attachnent Cto

t he settl enent?

(Bonner) In ternms of the nmat hematics? No.
Wll, not in terns of the mathematics, in
terms of the underlying theory. | thought
you had testified earlier that in cal cul ating
that rate on Appendi x 5 of $0.0082, that the
nunber in Line 4 should have been a 20-nonth
nunber and not a 12-nonth nunber.

(Hall) No. Wat he said was this exhibit --
t hi s appendi x cal cul ates the anount per therm
on an annualized basis. That amount is then
nmul tiplied by projected therm sal es during

t he recoupnment period to cone up with a
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recoupnent anount.

And that's the 20 nonths on Line 6?

(Hall) Yes. | believe he went on to say
that, in actuality, the way we cal cul ate
recoupnent, or the way we performrecoupnent
Is by taking the total dollar anount,
dividing it by projected therns for the
20-nmont h period and then coming up with a
rate to charge custoners. That's what the
.0052 is that is in his corrected attachnent.
(Mul l en) Exhibit 79.

(Hall) Yes.

Ckay. So there is no error in the appendi x
or the settlenent.

(Hall) No. As long as it's appropriately
applied, it's fine.

So we'll nmove forward fromthat then.

Wul d you agree with the
characterization that the recoupnment nethod
contained in the settlenent and in the rate
order is a "nore sinplistic approach” than
what's contai ned on Exhibit 807
(Hal I') Yes.

And coul d you describe the two and why one is
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nore sinplistic than the other?

(Hall) Sure. The Appendi x 5 approach -- sane
approach as in the settlenent, by the way --
is sinply taking the dollar anount of
recoupnment and calculating -- it is taking

t he recoupnent anount, translating it into a
per-therm adj ustnent, which is then
multiplied by the therns in the recoupnent
period to cone up with a recoupnent doll ar
amount. That is a relatively straightforward
and sinmple way of calculating it. It works
fine if you don't do any rate design changes.
That's what | was saying earlier. Absent
rate desi gn changes, this nethodology is
fine. The problemis there were rate design
changes. And because there were rate design
changes, and you take those into account, you
get a very different nunber.

And t hose rate design changes were present in
the settlenent as well; correct -- in the
settl enent Attachnent C? Those rate design
changes existed at that tine.

(Hall) W agreed to a revised rate design in

the settl enment.
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Ckay.

(Hall) The Conm ssion rejected the
settl enent.

CHAl RMAN HONI GCBERG. Wait. Focus

on what the question was. The questi ons was:

Doesn't the settlenent have the sane rate
design changes in it as the Conm ssion's
final order?
W TNESS HALL: Yes, with a caveat.
CHAI RMAN HONI GBERG.  What's t he

caveat ?

W TNESS HALL: The caveat is the
settl ement had over $2 nmillion nore annual
revenue.

CHAI RVAN HONI GBERG. W' re tal ki ng
about recoupnent right now.

W TNESS HALL: Ckay.

CHAI RMAN HONI GBERG.  Woul dn't you
be here with the sane recoupnment problemif
we had approved the settlenent as submtted?

W TNESS HALL: No.

CHAI RVAN HONI GBERG.  Why not ?

W TNESS HALL: Because we woul d
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have received an additional two-plus mllion
dollars in pernanent rate revenue. That
woul d have allowed us to address the problem
CHAI RMVAN HONI GBBERG. | don't see
how t hat can be, M. Hall. In all honesty, |
don't see how that can be, because your
stated reason for having a problemhere is

solely related to the changes in the rate

design. And if you just want 2 mllion nore
dollars, say, "W just want $2 mllion nore.
We don't care how we get it." But what

you're saying is that it's a recoupnent
probl em which makes a | ot of sense to ne,
because the sinplified recoupnment nethodol ogy
that was in the settlenent carried through to
t he order produced an odd result.

W TNESS HALL: Under st ood.

CHAI RVAN HONI GBERG. But that sane
odd result was in the settlenent. And
woul d be shocked if you woul dn't have cone
back and said we have a recoupnent problem
even we had approved the settlenent as
submtted. You don't need to answer. That's

not a question. |'msorry.
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W TNESS HALL: My belief is we
woul d not because of the difference in
revenue | evel.

CHAI RVAN HONI GBERG. l"msorry to

interrupt, M. Dexter. You nay proceed.

BY MR DEXTER

Q

Now, if we turn to the nore conplicated
nmet hod, which is on Exhibit 80, could you
briefly descri be how Exhibit 80 was
cal cul at ed.

W TNESS BONNER:  Wbul d you |ike ne
to answer that one?

W TNESS HALL: Yeah.
(Bonner) Exhibit 80 is what was described in
Appendi x 2 of Order 26,149. So it's a
cal cul ati on using the pernanent rates,
w thout tax reform conpared to what the
tenporary rate | evel using test-year billing
terms adjusted for year-end billing count and
nont h- by-nont h cal cul ati on of the revenue
di fference produced by those two different
sets of rates. The tenporary rates are
known. The permanent rates had to be

cal cul ated w thout the tax effect. So we had
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to renove the step increase fromthe -- and
the tax adjustnent fromthe conpliance

cal cul ation that was previously submtted.
So, Block I is what was col |l ected under
tenporary rates for this 8- -- 9-nonth

peri od, 10-nonth peri od.

(Bonner) Yes, July 2017 through April 2018.
And then Block Il took the approved rates,
including all the rate design changes, and
appl i ed them agai nst the consi stent set of

billing determnants to Block |I; correct?

(Bonner) Yes. Sane billing units are used in

both Block | and Bl ock I1.

Sane billing units. And it's narked Bl ock V,

but I think it should be Block II117?
(Bonner) Correct.

It's just the difference.

(Bonner) Yes.

And that cones to $3, 300, 000 rounded.
(Bonner) Yes.

Ckay. And the purpose of the recoupnent is
to collect the difference between pernanent
rates and tenporary rates over the tine

period that tenporary rates were in effect.
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Woul d you agree?
(Hal ') Yes.
(Bonner) Yes.

And the tenporary rates that were ordered

were $6.75 mllion on an annual basis;
correct?

(Hall) 6.75 mllion above rate level in the
test year.

And the pernmanent rates that were ordered
were 8,010 -- roughly $8 mllion. Agreed?
(Hal I') Yeah, 8.060.

The nunber we started with.

(Hall) Yes, sir.

So, just subtracting those two nunbers, you
get about 1.2, 1.3 mllion; correct?

(Hal I') Yes.

And, again, those are annual nunbers. Those
are to be collected over a 12-nonth basis.
(Hall) Yes.

Thi s recoupnent cal cul ati on only goes for 10
nmont hs.

(Hal I') Yes.

So one woul d expect, | think, that rather

than getting that full difference, you m ght
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get sonething around a mllion doll ars.
Woul d you agree with that?

(Hall) 1If there were no rate desi gn changes,
I would conpletely agree.

Ckay. And yet, this schedul e produces

3.3 mllion over 10 nonths. Agreed?

(Hall) Yes.

And is it your testinony that the difference
is due to rate design changes?

(Hal I') Yes.

Entirely?

(Hall) Yes.

Ckay.

COW SSI ONER BAI LEY: M. Dexter,
can | just ask a questions right here?
Sorry.

M. Bonner, you said that the
i nformati on on Attachnment 2, Exhibit 80, you
used test-year billing determ nants.

W TNESS BONNER: No.

COW SSI ONER BAI LEY: That's what
you sai d.

W TNESS BONNER: Oh, |I'msorry.

COW SSI ONER BAI LEY: | wote it
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down.

W TNESS BONNER:  Yes. ' m sorry.
| need to correct nyself. They were the
actual billing units during that period.

COWM SSI ONER BAI LEY: Right. So
t he recoupnment here is based on 2018 usage.

W TNESS BONNER:  Yes, 2017 actual s
and 2018 actuals for the first four nonths of
t he year.

W TNESS HALL: Yes. Thank you.

CHAI RVAN HONI GBBERG. And M. Hal |,
it's then your testinony that the two nonths
that are mssing fromthe 10-nonth period on
Exhi bit 80 -- that would be May and June --
t hat those two missing nonths are sufficient
to explain a $2 million difference? It
doesn't seem possi bl e.

(Wtness revi ews docunent.)

W TNESS HALL: Two mllion -- |I'm
not follow ng you on the $2 mllion
di fference.

CHAI RVAN HONI GBERG. The di fference
between 1.3 and 3.3 that M. Dexter asked you

a question about the 10-nonth, the 10-nonth
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period is the difference in the rate design.
And we' ve al ready established that over any
12-nonth period, the rate desi gn changes
shoul d wash out.

W TNESS HALL: Yes.

CHAI RVAN HONI GBERG It doesn't
seem possi bl e that May and June coul d be
significant enough to explain a roughly $2
mllion difference.

W TNESS HALL: | would have to take
a | ook at what the nunbers are for Muy.
Basically what you're saying is what is the
revenue difference over that 12-nonth peri od,
I ncl udi ng May and June of 2018.

CHAI RVAN HONI GBERG. It seens like
one of these exhibits, and it may be 79, has
May and June nunbers. They may be projected
nunbers. |'mnot quite sure. | suspect they
are. | think they're May and June proj ected
nunbers for 2018.

W TNESS BONNER: They're on a
slightly different basis.

CHAI RVAN HONI GBERG. But the basic

nunbers are here.
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W TNESS BONNER:  Maybe | can help a
little bit on this. M expectation is the
m ssi ng nonths woul d not contribute the
m ssi ng anmount of noney. | suspect because
-- well, let me just back up.

According to the statute, and even
|l ogically, the correct way of doing this is
the way it's laid out in Attachment 2. Make
t he conpari son once you know the actua
units. Price themout and conpute the
difference. | believe that nunber to be
correct. | suspect, but | have not proven,
that the original, sinplified nethod that we
proposed in the settlenment that was copi ed
into the order itself is not correct. Now,

' mnot sure exactly why, but the difference,
al though rate design will have a materi al

i nfluence, it should not be as large as it
I'S.

COW SSI ONER BAI LEY: It's not rate
design. |It's usage. There's nore customers
and there's nore therns in 2018 than there is
in 2016.

W TNESS HALL: That's certainly
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part of it. No question.

COW SSI ONER BAI LEY: Pretty sure
that's the difference between the recoupnent
that the order cal cul ated and the recoupnent
that you're calculating -- or that we asked
you to cal cul ate based on 2018 actual s.

CHAI RVAN HONI GBERG  That may be
true. There nmay be other factors as well. |
think you're --

W TNESS BONNER:  Yes. And that's
why |'m saying | have not run this to ground.
' mconfident that the Attachnent 2
calculation is a correct representation. The
real issue here is were all the factors --
because there were a nunber of things in this
case that make it a bit nore conplicated than
was the case in, say, EnergyNorth's previous
case, and that has to do wth the inclusion
of Keene and naking the year-end bill count
adjustnment | think has an influence on this
nunber .

CHAI RVAN HONI GBERG. Ckay. Thanks.
Sorry, M. Dexter, we keep interrupting you.

MR. DEXTER. No, no problem
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BY MR DEXTER

Q

But again, M. Bonner, | believe you were

t al ki ng about the difference between
Appendi x 5, the sinplified method of 1.3
mllion, and Exhibit 80, the 3.3 mllion.
But what 1'd like to do is go back to the two
anmounts of rate increases that were ordered,
the tenporary and the pernanent. You woul d
agree, as M. Hall did, that the tenporary
rates were 6, 750, 000.

(Bonner) Yes.

And t he permanent rates were roughly 8
mllion.

(Bonner) Yes.

That's roughly a $1.3 nmillion difference;
correct?

(Bonner) Yes.

To be collected over a 12-nonth period. Both
of those nunbers are annual peri ods.
(Bonner) Yes.

And does it strike you as plausible that
Exhi bit 80 purports to collect 3.3 mllion
over a 10-nonth peri od, when the whol e

obj ective here is to only collect 1.3
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mllion?

(Bonner) Yes.

And why is that?

(Bonner) And 1'l1l turn back to Exhibit 81.
It has to do with the baseline. As | was
mentioning earlier, beginning at Line 10 and
continuing to Line 15 in Colum A, in the
actual conpliance cal cul ation, an adj ust nent
is required in order to renove the effect of
t he year-end adjustnent and the Keene

adj ust ment before conputing the nunbers that
w Il produce the equivalent of the 8, 060, 117
revenue increase. The revenue increase is
just that, a revenue increase. |In order to
be able to compute rates, you actually have
to conpute the total revenues you are goi ng
to be collecting. So you need to know t he
second val ue, which is the baseline. And
what's different | think is the baseline.
Those two adjustnents alter the cal cul ati on.
l'd like to look at Block Il on Exhibit 80
for a nonent. And | would like to ask you
going forward -- I'msorry. Turning to the

January, February, March and April nonths, do
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t hese revenues reflect incone taxes at the
old higher rates, or incone taxes at the new
| ower rates?

(Bonner) At the old higher rates.

Yet, those taxes won't be due to the Conpany;
correct? Your actual taxes wll reflect the
| ower rates; correct?

(Bonner) Yes.

So, to the extent there is a difference
between the old taxes and the new taxes in
those four nonths, is it the Conpany's
position that those revenues woul d be the
subj ect of the subsequent docket that

M. Millen indicated would be filed in a
coupl e of weeks?

(Bonner) | believe so.

(Mul I en) Yes.

Now, | started the conversation by going to
t he Conm ssion's order, Appendix 1, Page 1.
I'd like to go back to that for a m nute.
That's the one that |ays out the two
different rate increases, the one of 8
mllion and the one of 5.67 mllion. Do you

see that?
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(Mull en) Yes.
And | think you indicated that the rates that

actually were put into effect were consi stent

with the -- or were intended to recover the
amount on page -- on Line 11, the 5.67
mllion, rather than the 8 mllion; correct?
(Mullen) Well, it really would be the anpunt

on Line 13, taking into account the step
adj ust ment, too.
Sure, sure. Ckay.

Now, again, the purpose of tenporary
rates, as the statute says, is to take the
rates that were ultimtely approved and apply
t hem back as though they were approved at the
date of the tenporary rates. Wuld you agree
with that?

(Mullen) Yes. | don't have the statute in
front of nme, but that sounds --

Cenerally how it works; right?

(Mull en) Yes.

But woul d you al so agree, then, that
Attachnment 2 doesn't do that because it
collects rates that are based on the

$8 mlIlion revenue deficiency on Line 9
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rather than the $5.6 mllion revenue
deficiency on Line 117
(Mullen) It calculates rates based on the
$8.06 million, which is consistent with the
Commi ssion's original order in dealing with
recoupnent in Appendix 5 to the order. And
simlarly, the Conm ssion's order on
reheari ng, on Page 8 of that order, again
referred us back to Appendix 5 which used the
8, 06 nunber.

CHAI RVAN HONI GBBERG. Al l right.
What woul d happen, then, if you recal cul ated
Exhi bit 80 using the rates that you said you
put into place to capture the 5.667? Because
isn't that what we're trying to get to?
Isn't that the shortfall that should be
recouped?

W TNESS MULLEN: That woul d reduce
t he anount cal cul ated on Attachnent 80.
Agai n, that woul d be done based on the
pl acehol der amount, which is not the final
anmount of taxes.

CHAI RVAN HONI GBERG.  Under st ood.

But we're trying to hold as many factors as

92

{DG 17-048} [Motion for Rehearing] {07-17-18}




© 00 ~N oo o b~ w N P

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

we can constant. And it sounds to ne, and |
don't think |I understood this until just a
second ago, that the rates that were put in
pl ace, separate fromthe step increase, were
designed to collect the 5.66 increase.

W TNESS MULLEN: That's correct.

CHAI RVAN HONI GBERG But the
nunbers on Attachnment 2 are based on rates
designed to collect the 8 mllion. AmlI
ri ght about that?

W TNESS MULLEN: You're right about
t hat, understandi ng that throughout the
proceedi ng, the tax reformwas put in as a
pl acehol der at the end. Knowi ng that there
was going to be a separate docket to finalize
t hose nunbers, we were trying to be
consi stent throughout and keep those
separ at e.

CHAI RVAN HONI GBERG.  Okay.

M. Dexter.

MR DEXTER: W' 1l have nore on
t hat i ssue when M. Frink takes the stand.

BY MR DEXTER
Q So, M. Bonner, turning to Exhibit 79, which
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Is the cal cul ation that was requested of the
Conpany in the order on rehearing, you

i ndicated that there were at least -- well, |
don't think you said "at least.” | think you
i ndicated that there were two errors in these
calculations in their attenpt to try to
figure out what it was the Conpany actually
coll ected through the various rate el enents.
Is that a fair characterization of your

testi nony?

(Bonner) | would characterize it just
slightly different. | had two issues with
the cal culation. The calculation nunerically
s what was requested by the Conm ssion's

or der.

Ri ght. And would you agree that the intent
of the -- well, I'"'mnot going to ask you

t hat .

Coul d you describe the first error
again? M/ notes say that it had to do with
tenporary rates in Keene.

(Bonner) Yes.
Coul d you just explain that again.

(Bonner) Sure. Actually, you have both of
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t hem t oget her there.
The first issue that | identified or
critiqued was the tenporary rate
cal cul ation --
And if | could just interrupt you for a
second.
(Bonner) Sure.
In your answer, could you point us to which
of the seven Roman Nuneral bl ocks we're
t al ki ng about .
(Bonner) Absolutely. [I'mtalking about Ronan
Numeral No. IIl, Inpact of Tenporary Rate
Increase. And I"'mreferring to the period of
all 2017 and the first four nonths of 2018.
Wien t he Conmmi ssion approved tenporary rates
in this case, the only custoners that were
af fected by tenporary rates were the original
EnergyNorth custoners. Keene custoners did
not pay the tenporary rate |evel. They
continued to pay their original rates that
were in effect up until My 1st of this year.
The billing units, which are uniform
across all the nonths, are the test-year

billing units adjusted for the year-end
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custonmer count, which includes those Keene
cust oners.

So what | was saying is that the 2017
val ue shown in Table Il for both 2017 and the
first four nonths of 2018 are overstated
because the billing units are too high. The
Keene units need to be subtracted before that
conput ati on can be correctly nade.

And if we want to | ook at the inpact of that
correction, we'd have to go down to Bl ock VI;
Is that correct?

(Bonner) V and VI, depending on which period

of time we're | ooking at.

Vell, if we wanted to | ook at the sane
12-nonth period, | guess |I'd have to -- or
10-nonth period, |I'd have to | ook at Bl ocks V
and VI.

(Bonner) Correct.

So this schedul e shows that the tenporary
rates resulted in the Conpany coll ecting
$634, 000 over that 10-nonth period; correct?
(Hal 1) No.

(Bonner) No.

No, no. I'msorry. | didn't phrase that
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right. This schedul e shows that the Conpany
coll ected an additional $634,000 as a result
of tenporary rates as conpared to the old
rates. Wuld you agree with that?

(Bonner) For the nmonth of April, that would
be correct.

(Hall) Right. That's just April that you're
| ooki ng at.

(Bonner) 1'd have to add the nunbers up for
you. But, for exanple, just using 2017 as an
exanple, we collected $3 mllion -- $3.2
mllion nore, just because the nunber is easy
to see. And then what we have to do is
sinmply add up the other remaining four nonths
and do the sane in Table No. |

Ckay. And what was the second i ssue that you
had with the requested cal cul ati on?

(Bonner) It's actually related to the first.
So, in Block No. |, the revenues shown there
are with Keene units priced out at
EnergyNorth's rates, and that isn't actually
what the Keene custoners paid. They actually
paid their old rates.

And what period would that affect?
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(Bonner) That would affect the sane peri od,
fromJuly 2017 through April of 2018.
Now, there's no indication of the Conpany's

issues with this calculation in the July 9th

letter; is that correct -- that you are aware
of ?
(Bonner) No, not that |'m aware of.

When did you or the Conpany becone aware of
t hese two issues?

(Bonner) After our tech session yesterday.
And woul d you estimate that it woul d be
difficult for you to correct these two

I ssues?

(Bonner) No, | do not believe that woul d be
the case, although it does take a little bit
of tine.

MR DEXTER: M. Chairman, | would
request that the Conm ssion request those
recal cul ated schedules if they've identified
two issues and they're not difficult and they
just came up as a result of our tech session.
This is a confusing record. This mght help
clear things up. It mght not. But | don't

think it could hurt.
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CHAlI RVAN HONI GBBERG.  So,
M. Sheehan, you understand the request? It
will be Exhibit 83.
(Di scussion off the record)
MR, CHAIRVAN:. That'll Exhibit 84.
Sorry.
(Exhibit 84 reserved for record request

as descri bed.)

BY MR DEXTER

Q

So, M. Bonner, if I'mnot m staken -- again,
I "' mnow | ooki ng at Exhibit 80, Attachnent 2,
whi ch calculates the $3.3 mllion recoupnent
nunber .

(Bonner) Yes.

And | think the Chair had asked you how t hat
conpared to the $1.3 mllion cal cul ati on
contai ned in Appendix 5 of the order. Do you
recall that?

(Bonner) 1| do.

And | think you said that you thought you
could explain that difference with sone tine.
Is that true or --

(Bonner) Wth sonme tine. | think that's a

fair characterization. Again, as a result of
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the tech session that we had yesterday, the
great disparity in the two recoupnent

cal cul ati ons was brought up. And it has been
troubl esone. Although |I do believe the rate
design is an inportant influence, it doesn't,
at least at first blush, seemto explain it
all.

And coul d you review agai n what the el enents,
ot her elenents mght be for this discrepancy?
(Bonner) | suspect, but have not confirned,
that the m ssing issue is the end-of-the-year
bill-count adjustnent and the Keene revenue
adjustnment is playing a role in the correct
conput ati on under a sinplified nethod for
recoupnent .

And do you think Comm ssioner Bailey's point
about using actual sales in Exhibit 80 versus
estimated sales in Appendix 5, do you think
that's a contri buting factor?

(Bonner) | do.

Do you think you'd be able to break down
those three itens in a reconciliation?
(Bonner) | certainly can attenpt it.

MR DEXTER: well, M. Chairnman, |
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woul d request that that cal cul ati on be done

as wel | .

CHAI RVAN HONI GBBERG. Al l right.
M . Sheehan, you'll work with M. Bonner on
t hat ?

MR, SHEEHAN:  Yes. If | could,
just while we're all here, ask M. Bonner if
he under stands what the question is and if he
needs any clarification right now before we
go further of what he's being asked to do.

W TNESS BONNER: No, | believe the
question is clear to ne. Wat we're trying
to doinreal -- let nme summarize it this
way: What we're trying to do is reconcile
t he net hodol ogy used in Appendi x 5 agai nst
t he net hodol ogies in Attachment 2,
conpensati ng for the vari ous
bill1 ng-determ nant changes and maybe the
effects of the year-end bill-count
adjustnment, as well as the Keene revenue
adj ustment on the overall cal cul ati on.

(Exhibit 85 reserved for record request
as descri bed.)

CHAl RMAN HONI GCBERG.  And | thi nk
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there nay need to be anot her one, whet her
it's part of this one, which is going to be
85, or whether it's another one, having to do
with the taxes, using the different revenue
targets or revenue shortfalls under the old
tax rate and one under the new tax rate to
determ ne whether that's part of the

expl anation for the difference.

M. Bonner, is that a possible
expl anation for sone of the discrepancy as
wel | ?

W TNESS BONNER: | believe M.
Dexter is about to introduce that. That

cal cul ation has actually al ready been done.

CHAl RVAN HONI GBBERG. | see. Never

m nd.

BY MR DEXTER

Q That calculation was -- was it the two issues
t hat you descri bed on Exhibit 79 don't affect
Exhi bit 80; correct?

A (Bonner) That's correct.

Q Ckay.

MR. DEXTER: That's all the

questions Staff has.
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CHAI RVAN HONI GBBERG. M. Bonner
prom sed ne an exhibit that you were going to
introduce. 1|Is that sonething you' re going to
use in M. Frink's then? 1|s that what that
nmeans?

MR DEXTER: | had intended to.

Al t hough, if it's hel pful before your
questioning, |'d be happy to introduce it
now. M. Bonner produced it, so it's his
schedule. [|'d be happy to introduce it now.

CHAl RVAN HONI GBERG.  No, we can
wait -- well, no, actually, as you just said,
it mght make nore sense. Maybe it won't.

But let's find out.

So this is going to be 86; right?

CLERK DENO. That's right.

MR. SHEEHAN. Wth the proviso, M.
Chai rman, you asked to add another elenent to
what was going to be 85, and it nay be a
separ ate cal cul ati on.

CHAI RVAN HONI GBBERG.  Yeah, | think
| withdrew that with the understandi ng that
maybe what's about to be Exhibit 86 wll

answer my questions.
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MR. SHEEHAN. Thank you.
(The docunent, as descri bed, was
herewith marked as Exhibit 86 for

identification.)

BY MR DEXTER

Q

o >» O >

So, M. Bonner, turning to Exhibit 86, does
this look famliar to you?

(Bonner) It does.

Did you prepare this schedul e?

(Bonner) 1 did.

And was it prepared in response to a request
that Staff nade at one of our various tech
sessions or phone calls |leading up to this
heari ng?

(Bonner) It was.

And we were referring to it in the tech

session as "Attachnent 2A." Do you recal
t hat ?
(Bonner) 1| do.

And we called it that because it was sort of
a variation on Attachnent 2 to the July 9th
filing; correct?

(Bonner) Yes.

And what was the difference between
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Attachnent 2 in the filing and 2A?
(Bonner) There really is only one difference,
and that has to do with the -- sorry.
There's two differences. The July to
Decenber 2017 permanent rate revenues are
calculated with rates that exclude tax
reform which is the sane basis as the
original tax -- Attachnment 2 throughout. And
then the period from January to April 2018
were re-cal cul ated using a different set of
permanent rates that now reflects the tax
ref orm adj ust nent.
So, | ooking --
(Bonner) Perhaps in sinplified ternms, the
first set was related to the $8 nillion
i ncrease; the second set for the period
January through April of 2018 reflects the
$5.7 mllion increase.
But | ooking quickly, would you agree that
Bl ocks | on both Exhibit 86 and Exhibit 80
appear to be the sane?

(Wtness revi ews docunent.)
In other words, there were no changes

bet ween - -
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(Bonner) That's correct.
And in Block Il, the period fromJuly through
Decenber, there are no changes. Wuld you
agree?
(Bonner) Yes.
And woul d you agree that there are changes
for the period January through April 201872
(Bonner) Yes.
And therefore, would you al so agree there are
changes in Block |11l from January through
April of 20187
(Bonner) Yes.

MR. DEXTER Thank you. That's all
we have.

CHAI RVAN HONI GBERG.  Conmi ssi oner

Bai | ey.

| NTERROGATORI ES BY COWM SSI ONERS:

BY COVM SSI ONER BAI LEY:

Q

M. Millen, did you expect to get $8.06
mllion revenue increase to your 2016
test-year revenues?

(Mul I en) Yes.

Ckay. And on Exhibit 79, all the schedul es

on this page are based on the 2016 test-year
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billing determ nants; right?

(Mull en) Adjusted for year-end custoner count
and billing determnants as required in the
Conm ssion's order.

End-bil I i ng determ nants?

(Mull en) And.

So explain that to ne.

(Mullen) Well, when | say "year-end custoner
count,” | nmean sone billing determ nants are
on a per-custoner basis, |ike the custoner

charge, and sone are on usage.

So on this schedule in Exhibit 79, did you
use 2016 usage and the end of 2017 nunber of
custoners?

(Mullen) It's the test year of 2016 plus the
year-end 2016 custoner count.

Ckay. Thank you. Al right. And you have
nore custoners now in 2018 than you did in
2016.

(Mullen) | believe that's correct.

And has your usage -- has the Conpany's usage
i ncreased, the volune of gas sol d?

(Mullen) I expect that's the case. M.

Bonner woul d probably be closer to that.
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(Bonner) Sure. It's alittle bit nore
conplicated than that. But if you were to
adj ust for weather, the answer woul d be yes.
Ckay. Thank you.

So if we used Attachnment 79, the first
table | abeled "I," under the old rates for
2018 you woul d have collected $71 nmillion?
(Bonner) Yes.

Subj ect to the billing determ nants

di scussi on that we had; right?

(Bonner) Yes, that's correct.

Ckay.

(Bonner) Based on the -- and again, Schedul e
79 -- sorry -- Exhibit 79 was prepared in
accordance with the directions that were in
Appendi x 1 of the order.

Ckay. So, using the 2016 billing

determ nants adjusted |i ke we discussed, you
woul d expect to collect $79 million. And I'm
not sure that that's quite correct because of
the tax change. But in 2018, in order to
calculate an $8 nillion increase over 2016
test-year revenue, you would have to | ook at

how nuch the new rates woul d produce on the
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ol d usage, based on the old usage, not the
act ual s.
(Bonner) Yes. Yeah. No, everything in a
rate design cal cul ati on assunes the billing
determ nants are constant over the
cal cul ati on peri od.
Ckay. And you say because of the rate design
change, there's this -- and | believe you --
there's a big problemyou guys have. So |I'm
trying to understand how the rate design
caused t he problem

So if we look at the second table on
Exhi bit 79, which tells you May t hrough
Decenber what the permanent rates woul d have
collected -- right?
(Bonner) Yes.
And that's based on 2016 billing
det er m nant s?
(Bonner) Yes.
So if you | ook at June, July, August and
Sept enber, you would have collected a little
bit |l ess than you did under the old rates.
(Bonner) Yes.

But i n Decenber you collected nore -- well,
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and the rest of the nonths you coll ected

nore. But we don't have a conpari son of

January, February, March and April.

(Bonner) No. At that particular point in

time, the tenporary rates were in effect.

Ri ght. Could you cal cul ate anot her schedul e

t hat shows what you woul d have collected in

January, February, March and April under the

2016 billing determ nants? W don't have

t hat, do we?

(Bonner) Well, perhaps on the -- |et

nme restate your question in a different way.
| think maybe you were asking ne to

re-conpute the fraction of this schedul e

that's done under the tenporary rates for the

January through April period, say alnost |ike

a projected 2019 period, using the pernmanent

rates.

Not projected 20109.

(Bonner) Well, the projection is actually

stylistic. The billing units are -- and |

can denonstrate this -- are the sane in the

respective nmonths. |If you were to | ook, say

in Table No. I, and you see the answer, the
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revenue answer under July is at $3, 478, 761.
Yes.

(Bonner) And if you were to | ook at

July 2018, they're exactly the sane.

Yes.

(Bonner) So I'mrecycling the sane nonthly

units. But by extending the analysis, which
is really Block Ill, the inpact of pernmanent

rate i ncrease over an entire 12-nonth peri od,

whi ch would be from May to the foll ow ng
April, will give you a full, annualized
nunber of the pernanent rate.

No, | didn't understand what you just said.
Do t hat agai n.

(Bonner) Sure.

That's the third bl ock?

(Bonner) Block 111

Ch, Block I1l. Yeah.

(Bonner) Pernmanent increase right now only

covers the period May through Decenber. |If

you had the nunbers for January through April

cal cul ated on the sane basis, using the rates

that were used in May t hrough Decenber, you

woul d now have a full annual peri od.
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Yeah, that's what |'m asking you to do.
(Bonner) Yes, and that's what | was trying to
re-characterize. And the answer is yes, |
can provide that.

COW SSI ONER BAI LEY: Ckay. Coul d
we make that a record request?

CHAI RMAN HONI GBERG.  That's goi ng
to be 87.

(Exhibit 87 reserved for record request

as described.)

BY COWM SSI ONER BAI LEY:

Q

All right. So if we had that information and

we conpared it to the revenue produced in

Table I, it should be either 8 mllion or
5.6 mllion greater, shouldn't it?
(Bonner) I1t'll be in that 8 mllion range,
but it'lIl be a higher nunber because the

billing units used in preparing Exhibit 79
weren't the billing units used in the rate
case.

Because of the end of the year --

(Bonner) Because of the end-of-the-year

adj ust ment .

Ckay. And in Exhibit 80, that shows what
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you're actually getting?

(Bonner) Yes.

And it's nore than an $8 mllion increase.
(Bonner) I"'mnot sure I'mfollowing you. In
my exhibit, it shows a $3 mllion delta

bet ween the tenporary rates and the pernmanent
rates. So...

The tenporary rates that you actually

recei ved.

(Bonner) Yes. And then the pernmanent rates
proj ected over the sane units over the sane
time frane.

So if I took January, February, March and
April under the pernanent rates and added

t hose nunbers up, that's what you actually
recei ved; right?

(Bonner) Yes.

And if | plug that into Exhibit 79 for the

m ssing nonths that you're going to
recal cul ate, that woul d show what you

coll ected under -- | nean, | could figure out
what you actually collected -- no, that's not
actual collected. You didn't actually

coll ect this under tenporary rates.
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(Bonner) Yes. You've got alittle bit of an
appl es and oranges conparison. It really
depends on the purpose for which you're --

t he end purpose of what you're | ooking for

t he nunbers to do.

Normally, in order to identify price
differences, you want to hold the units
constant so that you're not introducing a
second vari able, so you can separate the two
effects; or conversely, if you're trying to
detect the volune difference, you hold the
price constant and you vary the units.

(Hal 1) January through April 2018 on Exhi bit
80 is based on actual billing determ nants.

So, plugging it into 79, 79, as you'll

recall, is based on test-year adjustnent for
year-end custoner count. It's different
units.

Right. 1'll have to think about that sone
nor e.

Wien you were answeri ng questions of
M. Sheehan, you said you woul dn't have
this -- | think sonebody said, and | think it

m ght have been you, M. Hall, that you would
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have had this problemif you didn't inplenent
the rates on May 1st, the significant revenue
shortfall. Do you renenber that?

(Hall) 1 believe what | said is this problem
woul dn't have occurred had | not -- had we
not i1 nplenented a rate design change on

May 1st.

And if you hadn't inplenented rate design
change on May 1st, but you were authorized to
i ncrease your revenues by $8 mllion, what
woul d have happened?

(Hall) W& woul d have recei ved on an
annual i zed basis an additional $8 million, or
the revenue for the nonths of May through

Cct ober woul d have been proportionately

hi gher because the sane rate design would
have applied while we were billing those
rates as what was in effect prior to billing
t hose rates.

Ckay. | think I heard M. Hall and M.
Bonner say two different things about Line 1
on Exhibit 81, and | just want to see if
sonebody can tell ne which -- so | think,

M. Hall, you said that the $70 mllion
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figure includes the Keene revenue at higher
rates, at the old rates. And M. Bonner, you
said it includes the Keene revenue at the
EnergyNorth rates.
(Bonner) It is Keene revenue at the
EnergyNorth rates.
(Hall) If | said that, | m sspoke. M.
Bonner is the expert on this exhibit.
Ckay. So | want to go through this one nore
tinme, just so | know | have it.

So that figure is the test-year revenue.
And t he adjustnent for year-end bill count,
can you explain to me why that increases the
test-year revenue?
(Bonner) Yes. In order to be able to
calibrate basically the baseline necessary to
conpute the final revenue nunber, the billing
units for the 929,551 in Colum A are not
i ncluded in the 70, 118, 000 nunber.
So that's revenue that you woul d have had at
the end of the test year because you had that
many nore custonmers in the begi nning of the
test year?

(Bonner) Right. [If you take a | ook at Col umm
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B, get down to Line 3, the 71,048, 393 used to
prepare Exhibit 79, which now has the

end-of -year billing units in the conputati on,
times the sane rates that were in effect for
Li ne No. 1 produces the sanme answer.

Ckay. So, Exhibit 79, then includes the
change in billing determ nants. Ckay.
(Bonner) Yes.

All right. Gay. And then additional Keene
revenue at Keene prior rates, | understand
that. That's the difference between what you
woul d have col |l ected from Keene custoners.

But in Line 1, you took that out. So you're
adding it back in?

(Bonner) Yes. Well, it wasn't there to begin

wth, so we had to add it to it.

So then the next line is the test-year
revenues that we woul d have needed -- okay.
The next line is just an addition.

(Bonner) Yes.

And then the line after that, why do you add
the low income? That's for the revenue that
you don't get from | owinconme custoners that

you have to collect from everybody el se?

{DG 17-048} [Motion for Rehearing] {07-17-18}




© 00 ~N oo o b~ w N P

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

(Bonner) Yes. And so what happens is, as
parts of -- this is just a fraction of the
rate design calculation. The first part is
to add that piece back in. You' re going to
separate it out later into the part that's
going to go to the | owincone program and the
part that's going to go to base rates. So
the first part is you have to put it in, in
order to come up with the right baseline.
Wiere do you do that?

(Bonner) Well, that's not shown on this
sheet. That would be shown in the rate
design calculation itself.

But if we're going to add that revenue back
in to the test year, you' re going to coll ect
it somewhere else. So why would that be

i ncluded in the tax-year revenue that has to
be increased by 8 mllion?

(Bonner) The reason for that is in order to
be able to conpute the proper discount, you
have to basically price out the R4 custoners
as if they were paying R3 rate in order to
figure out at the end of the cal cul ati on how

much the overall discount really is. Wat
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the R4 custoners wll pay is a rate that's
cal cul ated based on Rate R3, but only

60 percent of it.

So, by those custonmers paying only

60 percent, you're going to have $1.6 mllion
| ess revenue?

(Bonner) Actually what happens, if | can
reflect you farther down in the cal cul ation
to where we didn't discuss it, that 1,678 is
going to end up eventually being shown on
Line 17. The additional Rate R4 revenues at
R3 permanent rates is actually going to be
1,891,561. And that's the nunber that's
going to be used to set up the target for the
LDAC adjustnent. So it comes back out again.
Ckay.

(Bonner) So a portion of the overall increase
of the 8 mllion has to be assigned to the

| owi nconme di scount.

Ckay. So then you woul d expect to produce
$81 mllion based on the 2016 billing

determ nants adj usted or the year-end

cust oner count.

(Bonner) Unadj ust ed.
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Unadj ust ed?

(Bonner) Yes. At that point, everything --
that's the reason why the discrete adjustnent
on Line 2 is required.

(Hal 1) Hmm hnrm

All right. 1'mgoing to have to think about
that. | don't really understand that. Can
you hel p me out?

(Bonner) Well, Colum A is based on test-year
billing determ nants w thout the year-end

adj ust ment .

But then you added it on Line 2.

(Bonner) | do, | do, in order to work out the
cal cul ati on.

Ri ght.

(Bonner) What we need to introduce would be a
copy, probably for this purpose, of the
cal cul ated pernanent rates just for
simplicity sake, wthout tax reform That
shows you the overall calculation. Wat
you're looking at is only a fraction of it.
In the overall cal cul ation, you can see that
when we finally get down to the bottomli ne,

that the revenue target that's descri bed
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here, the 81,322 is exactly the rates we'l|l
in fact collect. But all the calculations in
the original rate design nodel were

predi cated on the test-year billing

determ nants wi thout the year-end billing

adj ust ment nunbers, the determ nant nunbers,
actual |l y added.

R ght. But you've added it back in on

Li ne 2.

(Bonner) You do. You add it in. But it
alters the conputati on when you do that.

Per haps nore straightforwardly woul d have
been a conputation had the nunbers existed at
the tine they perforned the rate design that
woul d have started off in the calculated B
colum. But these nunbers need to shift
again. And that's the effect of adding the
year -end custoner count. Renenber we had the
di scussion a little bit earlier of if the
answer, if we were to subtract the two in the
Exhibit 79 analysis, yield $8 mllion, and I
said it would be nore. The "nore" is the
effect of the unit. So the actual revenue

I ncrease that woul d have been prescribed in
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the order woul d have actually been hi gher.

So, based on the test-year billing

determ nants with the end-of -the-year

adj ustment, you woul d expect to coll ect

$81 mllion.

(Bonner) We woul d expect to coll ect

$81 mllion wi thout the end-of-the-year
adjustnment in the billing units, but with the

nmoney in there perhaps is the way to di scuss

it. So the revenue anpbunt needs to be in
there, but the billing units didn't have them
in there.

Ckay. And what are you trying to show on the
next part of the table?

(Bonner) The final parts of the thing were
actually to help answer M. Frink's specific
question. He was trying to reconcile that
$9.4 mllion to an $8.3 mllion nunber.

Tell nme what Lines 10 through 15 are show ng
us.

(Bonner) Ch, 10 through 15 is a fraction of
the rate design cal culation used to set up

t he target revenues for the rate design

pur pose in order to calculate the scaling
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factor to increase the rates.

Is it showing ne anything different than the
first part of the table?

(Bonner) No. Actually, Line 9 and -- sorry.
Li ne 14 gets you to the same pl ace.

And Line 15 shows that you're really going to
i ncrease your revenue by $9.5 nillion.
(Bonner) Only for the purposes of designing
the rates. That isn't actually what you
achieve. 1In short, in order to conpensate
for the mssing billing determ nants, you
have to subtract out the adjustnents that
have no associ ated determ nants; otherw se,
you cone up with the wong answer. |If you
were to actually try it and cal cul ate the
8,060, do the nmultiplications, calculate the
actual percentage multiplier, which you have
to increase all the prices by other than the
custonmer charges or the residential rate,
you'll end up to be $1.4 mllion short. It's
t he al gebra required because of the two

di screte adjustnents that were made in this
case that would not ordinarily be there.

Can we go over the cash collections thing

{DG 17-048} [Motion for Rehearing] {07-17-18}




© 00 ~N oo o b~ w N P

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

124

again? | think, M. Hall, this was you. You
said you expected to get $10 mlIlion in cash
coll ections in 20187

(Hall') I thought | was responding to M.
Dexter's question regardi ng the anount of
revenue over the period May ' 18 through

April "19, including our revised recoupnent
anount that gets collected through the LDAC.
Ckay. So in that 12-nonth period, you're
going to collect $10 mIlion because you're
going to get sone of the tenporary rate noney
back.

(Hall) 1 believe the collection will be a
little | ess because | believe M. Dexter's
exanpl e assuned that recoupnent was recovered
over that 12-nonth period. |In actuality,
recoupnment is recovered through the end of
Decenber 20109.

Would it help your significant problemif we
all owed you to collect the tenporary rates
this year?

(Hal ') No, because, as | said earlier, that's
a cash issue.

Ckay. That's what | don't understand. So
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explain that to ne.

(Hall) Ckay. |It's basically the difference
bet ween when revenue is recognized with
regard to recoupnment and when it's actually
recovered from custoners.

Ri ght. And you booked an $8 mllion increase
for 2018. |Is that what you're sayi ng?

(Hall) W booked -- no. W booked a
recouprment anount of $1.326 million, which
was provided for in the Comm ssion's order.

Per ranent rates recover an additional 8.06

mllion on an annual basis --
(Bonner) | mght be able to help, just with
the --

(Hal 1) Thank you.

(Bonner) -- accounting side of all this.
Recoupnent is recovery of basically

costs based on things that have al ready

happened i n the past.

(Hall) Right.

(Bonner) So when the Conmi ssion issues its

order, the recoupnent anmount is recogni zed

i mredi ately on the Conpany's books and

records --
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Stop, stop, stop. So the recoupnent -- what
recoupnent anpunt did you recogni ze on your
books?

(Bonner) The nunber that was recogni zed was

t he recoupnent anount as specified in
Appendi x 5 of Order 26,122, the $1, 326, 355.
And you booked that on May 1st?

(Bonner) Actually, it was booked in the nonth
of April, | believe.

Ckay. And your problem arises because you're
not going to get 1.3 mllion in cash in 20187
(Bonner) No. The actual anount that we'l|l
recover is going to be dollar for dollar.

The cash collections wll take place over the
20-mont h period commenci ng May 2018 and

concl udi ng i n Decenber 2019. When the noney
cones in the door, it actually goes to the
bal ance sheet, not to revenues, because the
revenues have al ready been recogni zed and is
covered in the LDAC accounts. In terns of
revenues fromthe actual rates thensel ves,

t hose are recogni zed as they're received.

So, in short, the $8 mlIlion, or whatever the

real anmpunt we collect is, is actually
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recogni zed in the nmonth in which it is
actual l y earned.
COW SSI ONER BAI LEY: Go ahead,

Conmmi ssi oner @G ai no.

BY COWM SSI ONER G Al MO

Q So one of the suggestions was that there
woul d be targeted | ayoffs. Explain why that
woul d happen if eventually it's going to cone

back.

A (Hall) Corporate perfornmance is neasured on a

cal endar-year basis. And to the extent that
we haven't recogni zed sufficient revenue in
t he cal endar year, then earnings for that
year are lower. And in order to neet
earni ngs targets, you have to contro
expenses. You have to nanage basically to
that level. And | listed sonme of the things
that the Conpany woul d consider. |[|'m not
saying it would happen. But |'m saying they
will definitely be considered. And | also
listed four or five things that we' ve al ready
done.

BY COWM SSI ONER HONI GBERG:

Q Well, the consequences aren't significant.

127
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You answer ed Conm ssioner G ainp's question

about the difference between when it's booked

and when it's received. And the significance

fromthe corporate perspective of having it

booked in the right cal endar year, regardl ess

of when it's received, is essentially what

you said; right?

(Hal I ) Yeah.

WAs recoupnent of nunbers from 2017, was that

al so booked in 20187

(Bonner) It was because we received it after

t he books in 2017 were cl osed.

(Hall) The full recoupnment anount was booked

in April of 2018.

And that was actually a negative nunber you

calculated; is that right, for 20177

(Bonner) No, it was always a single, |unp-sum

adj ust nent .

Oh, okay. | see, | see. GCkay. Al right.
COW SSI ONER BAI LEY: Do you have

any nore foll owups on --

BY COWM SSI ONER G Al MO ( CONT' D) :

Wil e we're di scussi ng booking, can you

explain the tax reformone nore tine and how

{DG 17-048} [Motion for Rehearing] {07-17-18}




© 00 ~N oo o b~ w N P

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

129

that's been booked?

(Bonner) At this point, | don't think there's
any explicit recognition of tax reformas an
i ndependent line item The revenues are
co-m ngl ed, so the anobunt of nobney you
recei ve under base rates is a known nunber,
but it's not segregated into a portion that
we woul d attribute to the tax reform pi ece
versus the permanent increase piece or the
step adj ustnent.

(Mul 1 en) But essentially, as the revenue
cones in, that's a | ower revenue anount; at
the sane tine, the taxes are | ower.

But are you collecting | ess revenue in 2018
for the tax expense?

(Mul I en) Yes, because the $2.4 million

pl acehol der is included in the rates that

wer e det er m ned.

BY COWM SSI ONER BAI LEY (CONT' D) :

Q

Show ne where that $2.4 nillion placehol der
is accounted for.

(Mul'len) In which?

I n any of your schedul es that show the

di fference between what you expected to
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coll ect and what you actually coll ected.
(Mullen) I think, | believe M. Bonner
nmentioned earlier that these cal cul ati ons
wer e done absent the inpact of tax reform
And so if you |l ook at the nunbers that are
here, you will not see that $2.4 mllion
factored in here, again, recognizing the fact
that the tax nunbers were going to be

updat ed.

W TNESS MULLEN: And M. Bonner, if
you can explain a little bit nore why we kept
that factor out.

(Bonner) Oh, yes, | understand now.

Actually, it was just trying to put
everything on conmmon footing. So the

di scussi on has been around the 8.010 i ncrease
to conflate it with the tax reformeffect.
Just seened to be nmaki ng an al ready conf usi ng
matter, an intricate matter, even nore
intricate. So...

But everything that you' ve showed us suggests
that you're going to collect $8 mlIlion nore
fromyour customers. Your tax expenses are

going to actually go down. So isn't that
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going to hel p your earnings?
(Bonner) The tax expenses go down, and so
don't the revenues, nore or |ess what you
woul d expect themto offset each other.
You woul d, except for you haven't accounted
for the | ower revenues in all these
schedul es.
(Bonner) That's correct. One of the things
t hat woul d have nade the anal ysis far nore
difficult is what is the different periods of
time. And you see this a little bit in the
attachnent which is now Exhibit 86. The
| ower tax revenues only account for a
fraction of the time period.
May t hrough Decenber -- no.
(Bonner) No. January through Decenber 2018,
dependi ng how far you go out.
Right. But that's the year --
(Bonner) But then you --

(Court Reporter interrupts.)
But that's the year you have the significant
pr obl em
(Bonner) Yes.

And you have | ower tax expenses.
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(Bonner) Yes.

BY CHAI RVAN HONI GBERG ( CONT' D) :

Q

But are we correct that the rates that you
actually put into effect were intended to
coll ect the | ower anount, the anpunt adj usted
for taxes, the 5.7 mllion shown in Appendi X
1, Schedule 1, of the order in this case?
(Bonner) Wth one nore adjustnent, yes. The
remai ni ng adjustnment is that the step
increase is also in there.

Good point. But separate and apart fromthe
step increase --

(Bonner) Separate and apart fromthe step
increase, the $5.7 million is the permanent
portion refl ected.

Al'l of the schedules that were introduced
today are all apart fromthe step increase;
ri ght?

(Bonner) Yes.

And with the exception of Exhibit 80, which
says "actual ," it isn't actual. Real | y,
Exhibit 86 is actual because it reflects the
actual rates that were put in place. |Is that

correct?
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(Bonner) Exhibit 86 for the 2018 peri od would
reflect, yes, the lower $5.7 million
per manent rate increase, including the tax
reformeffect.
(Hall) To cone up with these exhibits, we had
to basically recalculate rates elimnating
the i npact of tax reform
I msspoke. It's not all of the exhibits
that were introduced today, only the ones
t hat purport to show actuals. | apol ogi ze
for the lack of clarity there.

COW SSI ONER BAI LEY: Okay. That's
all | have. Thank you.

CHAI RVAN HONI GBERG.  Conmi ssi oner
G ai mo? No questions?

All the things | was fired up about
have been covered.

M. Sheehan, do you have any
further questions for the panel?

MR. SHEEHAN: If you give ne one
m nute to scan through...

CHAI RMVAN HONI BBERG O f the
record.

(Pause i n proceedi ngs)
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REDI RECT EXAM NATI ON

BY MR SHEEHAN:

Q

I think the only one | wanted to ask is the
very last one. Cearly, everyone in this
roomis struggling with this, and certainly
t he Conpany has worked through all these
nunbers, but it seens |like a |ogical
question. Wiy did we have to recal cul ate
rates in effect for these schedul es w t hout
tax reforn? Wiat was the -- why not include
the 5 mllion nunber for purposes of this
recoupnent di scussi on?
(Bonner) Ckay. Sorry. | thought M. Millen
was going to answer for a nonent.

The reason was really to put all
t he nunbers on a conmmon basis, renoving one
nore variable. For exanple: Tenporary rates
and the old rates were all under the old tax
regine. So to add the conplexity or one nore
pi ece to the pernanent rates for the period
of 2018 didn't seemto be appropriate.
And we can all hear the questions comng from
bot h counsel and the Conm ssioners that, to

the extent the Conpany clains we're short on
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recoupnent, why isn't that sinply a result of
having a lower rate, the 5 mllion, rather
than 8 mllion, as opposed to sone problem

w th recoupnent? Do you understand that that
seens to be the tone of the questions that
have been posed to you?

(Hall) Yeah. WIlIl, as was correctly pointed
out, our permanent rate | evel was reduced by
tax reform But our tax expense al so
decreases. The issue becones the cal cul ation
of the recoupnent anount which is going to be

subj ect to adjustnent pursuant to the new

docket. | think M. Millen tal ked about a
filing in a few weeks. That wll be subject
to adjustnent. So, in order to really -- 1

mean, this is heavy stuff we're dealing wth.
It's confusing.

VWhat we we're trying to do is to
elimnate one nore | ayer of confusion to cone
up with a nunber, and then after the fact
make an adjustnment to rate |evel for taxes
that reconciles the 2.4 mllion reduction to
permanent rate |level that's already been

I mpl enent ed.
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So the Conpany's request is to allow-- is to
approve a $2 nillion increase to the
recoupnment order; correct?

(Hal I') Yes.

Under st andi ng that that nunber, the overall
nunber of rates charged to custoners, wll
probably cone down, or it will change at

| east when we finally finish, as |I said, put
the fine point on tax reform

(Hal I') Yes.

And at that proceeding, say it's a change of
X percent up or down, that gets reconciled
back to what happens today.

(Hall) Yes.

And so -- well, tothe -- soit's really
aski ng the Conm ssion to take two steps:
One, from our perspective, fix the recoupnent
cal cul ation period; step two, fix the tax
cal cul ati on peri od.

(Hall) And step two has to be taken anyway.
(Mul I en) Yes. And what we wanted to do is
keep them as distinct itens so that it's
easier to deal with

(Hal 1) Right.
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So, to the extent it turns out the $2 mllion
requested i ncrease to recoupnent is too nuch
because the tax effect would change that,
that will be picked up in a nonth or so and
reconci |l ed?
(Mul I en) Correct.

COW SSI ONER BAI LEY: Can | just
ask a foll ow up?

CHAlI RVAN HONI GBERG.  Sur e.

COWM SSI ONER BAI LEY: Does it
matter if it all gets reconciled in 20187
(Hall) Does it matter? WaAs that the
question?
Yeah, to the problemthat you have.
(Hall) I don't know because | don't know how
we're going to account for it.
(Mullen) I hope it wouldn't go beyond the end
of the year, just considering we're in July.
But, you know, the reconciliation -- you
know, there's a reconciliation there, and

there's also a reconciliation for the LDAC

that's done periodically. It would be in the
cost of gas filing that's done. So, you
know, when you say "reconciled,” I"mtrying
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to get ny hands around exactly what's being
reconci |l ed when.

MR SHEEHAN: That's all | have.
Thank you.

CHAI RVAN HONI GBBERG. Al l right. I
t hi nk you gentlenen can return to your seats.

Let's go off the record for a
m nut e.

(Di scussion off the record)

CHAI RVAN HONI GBERG: We're going to
have t he Conpany's w tnesses excused for the
nonent. |t may be that we recall them at
sone point after we receive the record
requests. And we're going to hear from M.
Fri nk now and see if we can get through his
testi nony today, and then we'l|l adjourn and
see what we can do fromthere. So why don't
we have the w tnesses switch positions.

*x ok * *k x %
(WHEREUPON, STEPHEN P. FRI NK was dul y
sworn and cautioned by the Court
Reporter.)
CHAI RVAN HONI GBERG. M. Dexter.
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DI RECT EXAM NATI ON

BY MR DEXTER

Q

Pl ease state your nane and position for the
record, please.

My name is Stephen Frink, and I'mthe
Director of the Gas and Water D vision here
at the Comm ssi on.

And have you been involved in the matters
that are at issue in today's hearing

t hroughout the course of this docket?

Yes, | am

Are you famliar with the exhibits that were
submtted today?

| am

M. Frink, 1'd like to direct your attention
to Exhibit 79. Do you have that in front of
you?

| do.

Is it your understanding that this exhibit
was submtted in response to the Comm ssion's
directives at the back of the order on
reheari ng?

That is ny under st andi ng.

And coul d you describe, and briefly, what you
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think this exhibit shows.
Wl l, what the exhibit shows is, based on
rates that were in effect prior to the rate
i ncrease, what the Conpany woul d have earned
in 2018, and under pernanent rates and
tenporary rates for part of the season of
2018, what that inpact would have been. And
then it factors in the recovery through the
recoupnent surcharge to give you a 2018
revenue, because the original Conpany
petition was saying they wouldn't get the
8.6. Anyway, when you factor those all in,
you cone up wth, on Section VI --
Let ne just interrupt you for a mnute, M.
Frink. You just said 8.6 --
l'"msorry. Right.
-- and | think you nmeant --

(Court Reporter interrupts.)
M. Frink, | want to interrupt you for a
second because you just threw out a nunber of
8.6, and | think you neant to refer to 8.06
million; is that right?
That is correct.

Ckay. So why don't you continue with that
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expl anati on.

Ckay. So when you factor in the pernanent
tenporary rates that woul d be recovered under
t he i ncrease, the pernmanent rate increase,

and stripped out the step adjustnent, you

wind up with -- on Table VI you see a revenue
requi renment -- you see a nunber, about 6.5
mllion, that is the difference between what

woul d be recovered under the old rates and
what woul d be recovered under the permanent
rate increase of 8.06. And then in the bl ock
ri ght below that you have the --
Let ne just interrupt you before we get to
t he bl ock bel ow that --
Sure.
-- because you did a little roundi ng, and I
want to make sure everyone follows you

So you're at Block VI, called "2018
Revenue I npact"; is that right?
Yes.
You drew the Bench's attention to the figure
in the |lower right-hand corner, $6, 449, 977;
is that right?

That is the nunber, yes.
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Now, again, what does that -- and
under st andi ng that the Conpany's pointed out
there may be sone issues with these

cal cul ations, but going with the nunbers that
were presented by the Conmpany today, what is
t hat 6, 449,997 intended to represent?

That represents the difference between the
revenues that would have been recovered in
2018 under the old rates with an adj ustnment
for year-end -- weather-nornalized, test-year
sales, wth an adjustnment for year-end

cust oners.

It's the difference between --

It is the difference between what woul d have
been recovered under tenporary rates using
billing determ nants, weather-nornalized
test-year and year-end custoner count, and
what i s being recovered under tenporary and
permanent rates, wth pernmanent rates being
the 8.06 increase. Those conbi ned four
nont hs of tenporary rate revenues and ei ght
nmont hs of pernmanent rate revenues are then
that total of 77,498,370 is what woul d be

recovered in 2018 under this anal ysis;
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wher eas, under old rates it would have been
71,048, 393 fromthe above bl ock. That neans
that there's an increase in revenues of

$6, 449, 977.

And the Conpany's notion stated that they
beli eve they should get 8.06 mllion in

cal endar year 2018. Do you agree with that,
that that's what they said?

That is what they said, yes.

And this nunber shows something | ess than
that. Could you explain why this is | ess?
Yes. That woul d be because the first four
nont hs of 2018 only reflect rates at the --
I ncrease the annual revenues by 6, 750, 000.
So it wasn't at the full 8.06, it was at

6. 75.

Which is the tenporary rate | evel; correct?
That's correct. So, for four nonths they
weren't getting the permanent rate | evel.
Now, what's the |ine below that that says
"Total Wth Recoupnent” in Block VI, which
total s 6,856, 000? Wat does that show?

On Block VI. kay, the 6,856,000. |If you go

up to the narrow bl ock, two bl ocks above it,
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you have a cal cul ati on of the recoupnent
revenues recovered in 2018. That anount is
$406,541. That is additional revenues that

t hey're recovering under the recoupnent
surcharge. So that's an increase in their
2018 revenues related to the rate order.

When you add that in, that gives you the

6, 856,518 that's in Section VI, that single
bl ock bel ow t he bi gger bl ock.

And then what's the significance of Bl ock
VIl, which is | abeled "2019"?

So, Block VII is recoupnent revenues that are
tied to the rate increase that are being
recovered in 2019. And as we heard the
Conpany explain, that revenue is actually
booked in 2018. So if you include that, that
brings a difference that's an extra 839, 946.
I would say that that's a reconciling item
So part of that will be returned if that's
what happens because it wll exceed the
approved recoupnent anount of 1,326,355. But
if they recover the full 1,326,355, the
approved recoupnent anount, then their 2018

revenue woul d be $7,776,332. That's
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conparing Block I to these -- including the
three factors: Tenporary and pernanent
recoupnment in 2018, recoupnent in 2019.

So, again, putting aside any issues that the
Conpany raised with these nunbers, in your
opinion, is this a fair representati on of
what the Conpany would collect as a result of
the rate order of April 27th?

| think it clearly denonstrates that they are
goi ng to have increased revenues, and it's
not going to be significantly bel ow what the
approved rate is. It nay even be above the
approved rate, dependi ng on whet her you are
considering the 5.666 or the 8. 06.

But all the nunbers on Exhibit 79 are based
on a rate increase calcul ation of 8.06
mllion; correct?

That is correct.

Now |I'd like to turn to Exhibit 80 and

Exhi bit 86, please. You heard M. Bonner
explain that only two bl ocks of Exhibit 86
differ from Exhibit 80; did you not?

Yes, | did.

And you agree wth that?

{DG 17-048} [Motion for Rehearing] {07-17-18}




© 00 ~N oo o b~ w N P

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

146

Yes, | do.

And can you explain briefly why those two
bl ocks changed on Exhi bit 86 versus Exhi bit
807

Ri ght. For Exhibit 80, the Conpany
cal cul ated a recoupnment nunmber of, and it's
on the bottom very bottomright, 3,293, 820.
And that is based on a recoupnent of the

di fference between the pernmanent rate

i ncrease of 8.06 and the tenporary rate

i ncrease of 6.75 and that -- over the 10
nmont hs that are on the schedule. And so
that's on Exhibit 80.

On Exhibit 86, we -- basically what
that's doing is reflecting the 8.06 revenue
requi rement for the base annual recovery at
the rates for July through December of 2017,
which is when the higher tax rates were in
effect. On January 1st of 2018, |ower tax
rates were i nplenented, and the rates refl ect
that. It reflects the reduction that was --
it actually reflects the $5.666 mllion that

was accounted for using a holder for the tax

I mpact .
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Woul d you agree that if the Conm ssion were
to grant the Conpany's request and adjust the
recoupnent to reflect the nunbers on

Exhi bit 80, that the Conpany woul d be

coll ecting revenues to cover taxes that they
w il not have to pay?

| agree with that, yes.

And that's for the four nonths, January

t hrough April; correct?

Correct.

And whi ch do you support, use of Exhibit 80
or Exhibit 86, in the calcul ation of the
recoupnent ?

I would recommend to the Conm ssion that the
pr oper accounting woul d be Exhi bit 86, and
that is also consistent with what the

Comm ssi on approved in the recent Northern
rate case. That was exactly how it was done
for the Northern proceedi ng, which paralleled
this one, alnost the sane dates and the
timng, where there was an overl ap between
2017 and 2018, where Northern was allowed to
recover the difference between the rate

I ncrease in 2017 reflecting the higher tax
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rate and the increase in 2018 at the | ower
tax rate.

And if the Comm ssion were to adjust the
recoupnment anount based on Exhibit 86 versus
what was contained in the April 27th order,
that would result in a significant additional
revenue for the Conpany; do you agree?

It would. It would be a difference of -- the
1.3 mllion that was booked in 2018 is the
recoupnent anmount. The new recoupnent
amount, if this was approved, woul d be
2,015,359. That would be approximately a
$700, 000 increase in their revenues for 2018.
And you support that, despite the fact that

t he order contained a recoupnment anount of
1.3 mllion; correct?

Yes, | do.

And why, again, is that?

Because that's consistent wth the recoupnent
statute. | think it's fair, in that those
rates, the permanent rate increase in 2017
does refl ect expenses at the higher tax
rates, and 2018 correctly matches the tax

rate that took effect on January 1st, 2018.
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Q

That's all the questions | have. Thank you.
CHAI RVAN HONI GBERG M. Buckl ey.
MR. BUCKLEY: No questi ons.
CHAI RVAN HONI GBERG. M. Sheehan.
MR. SHEEHAN:. Thank you.
CRGCSS- EXAM NATI ON

BY MR SHEEHAN:

Q
A

Q

Good afternoon, M. Frink.

Good afternoon.

You' ve had a discussion with counsel between
Exhi bit 80 and Exhi bit 86.

That's correct.

And t hose are the sane exhibits, except for
whet her the tax effects are included or not
in what the Conpany is requesting here today.
Yes.

And you accept the calculations in

Exhi bit 86.

| do.

And you accept the calculations in

Exhi bit 80.
Well, let's say we haven't reviewed these
recoupnment nunbers. |'mlooking forward to

M. Bonner's analysis that shows what the
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difference is. But subject to that, this is
what M. Bonner produced. And subject to
check, 1'll accept that, yes.

Under st andi ng that the record requests nmay
alter the final nunber -- and if they do,
certainly the Conpany woul d stand behi nd what
t he correct nunber is. But as of now, we
have in front of us Exhibits 80 and 86. And
subj ect to what you just said, those nunbers
are -- you're confortable with those nunbers.
Yes.

And one of the nunbers in Exhibit 80 is that
t he Conpany is short $3.3 million on the
recoupnent; correct?

That is what it shows, yes.

Ckay. Turning to Exhibit 79, by pointing to
t he nunbers you pointed to with counsel,
show ng that, according to that schedul e, the
Conpany had received nost of the $8 million

I ncrease, according to that schedul e, you'd
agree with ne that, as M. Bonner testified,
the tenporary rates in the schedule were
overstated? Do you recall that?

Yes.
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And that they do not include the adjustnent
for Keene. Do you recall that?

The tenporary rates include the Keene units
based on EnergyNorth rates.

Turning to Exhibit 81, do you have that in

front of you, M. Bonner's sort of summary

chart?

Yes, | do.

Is there anything in that schedule that you
di sagree with, again, subject to some of

t hese nunbers m ght w ggl e?

| have | ooked them over. They appear to be
reasonable. W have -- the Conm ssion has

hired a consultant to assist in this

conpliance filing because it is conplicated.

In addition to Keene, |ooking at these
schedul es and adjustnents for the Concord
Steam | oad, adjustnents for year-end
custoners, there were a lot of factors in
here that you don't nornally get. But,

again, until we see a nore detailed

expl anation, I"'mwlling to accept this as
bei ng -- nothing's been found to be
I ncorrect.
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And do you agree with M. Bonner's
characterization of the purpose for this

schedul e, that you kept finding the increase

was nine and a half mllion doll ars rather
than the $8 nmillion you were | ooking for?
Yes. I was concerned with the fact that

Schedul e 79 was, when you added up the
nunbers -- well, actually, this goes back to
Commi ssioner Bailey's comment. W actually

| ooked at what was provided Staff through the
di scovery process leading up to this was a
permanent rate increase for the entire 12
mont hs of 2018. So that was -- that

I ndi cated that there was this 9.4, al nost

9.5 mllion increase, |ooking at the
schedul es. But, again, through the technical
session and the di scovery process, we're
trying to understand that and get to the
bottom So |I believe this does that.

So what was laid out in Exhibit 81, as M.
Bonner testified to, sort of building the
base nunbers, applying the rate increase and
then his cal culations, you're okay with the

met hod that he foll owed here in Exhibit 80;
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Is that correct -- 817?

I think it's a reasonabl e net hod.

Ckay. Turning to Exhibit 82, which was

M. Hall's revenue proof docunent, is there
anyt hi ng here you di sagree with?

Well, I'"mreally concerned about the

3.3 mllion recoupnent anount for January to
April 2018. And |l ooking at Exhibit 79, it
just -- if you look at the difference in
revenue i npacts for the various nonths...
It's Exhibit 80, | believe, that cal cul ates
the 3.3 mllion, and you had just testified
that you were okay wth that.

Right. Rght. Gkay. Wuat I'"'msaying is if
I look at that Exhibit 80 and | see a July --
so, under permanent rates, because as

M. Hall pointed out, there's very |low --
there's a $10, essentially, decrease in the
custonmer charge to residential custoners
during the | owusage nonths. The Conpany is
actual ly not recovering what they should be.
But they nmake up for it in the high-use

nont hs. And because |I'm | ooking at July and

t hi nki ng, okay, that's a | owuse nonth, and
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that resulted in an under-recovery of

$498, 222, | woul d expect July woul d | ook
simlar, another $500,000 shortfall due to

t he change in rate design. And | would
expect May to be fairly neutral. So, based
on rate design, | would only expect a

di fference, an under-recovery in the
recoupnent of about a half-mllion dollars.
Sol'"malittle worried about how this is
done. The Keene nunbers | think could be an
I ssue because nonthly distribution revenue at
tenporary rates, if Keene was under tenporary

rates in M. Bonner's adjustnment of a

half-mllion dollars for additional revenues,
that could be part of this. | don't know.
But like | said, |I'll be curious to see what

t he expl anation is.

So if you' re unconfortable with Exhibit 80,
t hen that disconfort should translate into
Exhi bit 86; correct?

It could well be that once we get the

expl anations, if the 3.3 is sonething |ess,
t hen, yes, Exhibit 86 is going to be

sonething |l ess as wel |.
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And if the 3.3 stands, then you'll agree the

3.3 stands; correct?

Yes, | woul d.
Ckay. And if the 3.3 stands -- let's assune
it does for the nonent -- and the Conmm ssi on

decides not to incorporate tax reformin this
docket, but save it for a |ater one, would
you agree that the Conpany woul d be short

$2 million in its recoupnent?

You're referring to Schedul e 867

Ei ghty-six or 80, both -- well, 80 is the one
that calculates the $3.3 mllion.

Ri ght.

And | understand you just testified you have
concerns. Assune for the nonment the 3.3
mllion stands, okay. And assune for the
nmonent the Conmi ssion decides not to include

tax reformin this docket. The order all owed

recovery of 1.3 mllion in recoupnent. Wuld
you agree that then the $2 mllion would
be -- we'd be short the $2 mlIlion in

recoupnent ?
If they didn't address the tax inpact?

Yes.
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Yes, that would be right.

So is it fair to say the point of

di sagreenent here is whether to include tax

i npact or not?

Yes, | do believe that we're | ooking at a
recoupnent i1ssue here. And | do believe that
t he proper nethod of recoupnent is what was
done for Northern. And that's what we're --
Staff is recommendi ng the Comm ssi on do here.
But you're right. As a recoupnent issue,
what was used in the settlenent and in the
Conm ssion order was a rough estimate -- that
is, M. Hall explained if there hadn't been a
change in rate design, maybe there isn't this
big difference. Mybe it's all just tied to
what the volumes were. | don't know. But
there was a rate design. |t does have an

I mpact. And the recoupnent was a rough
estimate in the settlenment and in the rate
order. This is a nore precise and accurate
way to make sure the Conpany gets the ful
benefit of the approved rate increase.

Wul d you agree, if the Comm ssion accepts

Staff's proposal to include the tax reform
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now, there would still have to be a
subsequent proceeding to put a fine point on
t he tax nunber?
Yes, | agree with that.
Do you agree with M. Bonner, that trying to
cal cul ate the inpact of tax reformnow is
anot her variable that would further
conplicate what's al ready been a conplicated
cal cul ati on of recoupnent?
Usi ng the placeholder, it is not a difficult
calculation to do. And M. Bonner has done
it, which is 86. So, again, | don't think
it's aterribly conplicated exercise, and
it's been done. So that's ny recomendati on.
Thank you, sir.

CHAI RVAN HONI GBERG:  Conmi ssi oner
Bai | ey.

COW SSI ONER BAI LEY: | don't think
| have any questi ons.

CHAI RVAN HONI GBERG. Note the date
and tine.

Conmi ssi oner @G ai no.

COMWM SSIONER G AIMO  Ditto.

CHAI RVAN HONI GBERG.  And | have no
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questi ons.

M. Dexter, do you have any
followup for M. Frink?

MR DEXTER: | do.

REDI RECT EXAM NATI ON

BY MR DEXTER

Q

M. Frink, can you think of any reason why

t he Conpany should be permtted to collect

t hrough a tenporary rate recoupnent provision
dollars to cover taxes that they will never
be -- that will never be due to the | RS?

| don't think there is a justification for

t hat .
MR DEXTER: Just one nonent,
pl ease.
(Pause i n proceedi ngs)
MR DEXTER: That's all | have.
Thank you.

(Comm ssioners conferring off the
record.)
CHAI RVAN HONI GBBERG. Al l right.
M. Frink, you can probably stay where you
are. | think we're going to be adjourning

for the day, and we'll wait to get the
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responses to the record requests that are
Exhi bits 84, 85 and 87.
Let's go off the record for a
m nut e.
(Di scussion off the record)

(Hearing was adjourned at 5:02 p.m)
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CERTI FI CATE

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

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

financially interested in this action.

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