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PROCEEUDTING

CHAIRMAN GOLDNER: Okay. Good morning.
I'm Chairman Goldner. I'm joined today by
Commissioners Chattopadhyay and Simpson.

This is the hearing addressing the New
Hampshire Department of Energy's Motion to
Dismiss Liberty's rate case filing, which was
filed on December 13th, 2023, in conjunction with
the DOE's testimony and the Company's rate in
chief.

The Office of the Consumer Advocate
filed an initial response letter to the DOE
Motion to Dismiss on December 13th, 2023, and a
further response on December 26th, where the OCA
indicated that it supported the DOE's Motion.

Liberty filed its response in
opposition to the Motion to Dismiss on December
26th, 2023.

No other party has filed a response to
the Motion to Dismiss or associated pleadings.

This hearing was scheduled by the
Commission in a procedural order issued on
December 15th, 2023, which was reconfirmed by the

Commission order, in our Order Number 26,924,

{DE 23-039} [Day 1 - Motion to Dismiss] {01-04-24}
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issued on December 29th, 2023, which granted the
DOE's separate Motion to Stay in this proceeding
until January 31st, 2024, with the exception of
the Commission's consideration of the Motion to
Dismiss.

Before we take appearances, we'll
address the general gquestion of how we are to
approach this hearing. The Department of Energy
is the moving to party in the Motion to Dismiss,
with the OCA in support. It's our expectation
that the DOE will make its presentation first,
with the OCA then presenting its position, in
support of the DOE, with the Company then having
the opportunity to present its position.

No witness list or exhibit list has
been presented by the DOE or any other party.
The Commission will inquire about this with the
DOE and the other parties after appearances.

That said, are there any objections to
our general approach on how to begin?

MR. DEXTER: No objection.

CHATRMAN GOLDNER: Okay. All right.
Seeing none.

If there's no other preliminary

{DE 23-039} [Day 1 - Motion to Dismiss] {01-04-24}
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matters, we'll now take appearances, starting
with the Department of Energy.

MR. DEXTER: Good morning, Mr.
Chairman, Commissioners. Paul Dexter, on behalf
of the Department of Energy, joined by co-counsel
Matt Young and Ally Ladwig.

CHATRMAN GOLDNER: Thank vyou. And the
Office of the Consumer Advocate?

MR. KREIS: Good morning, Mr. Chairman,
Commissioners. I'm —— excuse me —— I'm Donald
Kreis, the Consumer Advocate. With me today is
our Staff Attorney, Michael Crouse.

CHATRMAN GOLDNER: Very good. And,
finally, the Company?

MS. RALSTON: Good morning. On behalf
of Liberty Utilities (Granite State Electric)
Corporation, doing business as Liberty, Jessica
Ralston, from the law firm Keegan Werlin, joined
by Michael Sheehan, in-house counsel for the
Company.

CHATRMAN GOLDNER: Thank vyou.

Okay. I'll begin by asking -- sorry?
Oh. Mr. Getz?

MR. GETZ: Good morning, Mr. Chairman,

{DE 23-039} [Day 1 - Motion to Dismiss] {01-04-24}
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Commissioners. I'm Tom Getz, from the law firm
of McLane Middleton, on behalf of Dartmouth
College. And I will, at some appropriate point,
have a very brief statement about the Dartmouth
College's position.

Thank you.

CHATRMAN GOLDNER: Okay. Thank you.

Are there any other parties here
today?

MR. SKOGLUND: Yes. Good morning,
Commissioners. Chris Skoglund, with Clean Energy
New Hampshire. This will be probably be my last
remark today.

CHAIRMAN GOLDNER: Okay.

Okay. Thank you. I'll now ask some
questions of Attorney Dexter of the Department of
Energy.

Is it fair to say that the Department
does not intend to call any witnesses today?

MR. DEXTER: I do not intend to call
any witnesses today, no. If the Commission has
questions that I can't answer as counsel, all of
the "witnesses" in the rate case are here. But I

wasn't planning on putting them on and conducting

{DE 23-039} [Day 1 - Motion to Dismiss] {01-04-24}
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any direct examination.

CHATRMAN GOLDNER: Okay. So, maybe
just let me ask you a general question before we
begin, in terms of your intention of supporting
your Motion to Dismiss. It will be conducted
solely by yourself and the legal —- the legal
side of the Department?

MR. DEXTER: Yes. That's my
anticipation, yes.

CHATRMAN GOLDNER: Okay. All right.
Let me go —-- turn to attorney —-- let me turn to
Liberty, and ask if the Company intends to put
any witnesses on the stand today?

MS. RALSTON: So, I think we're in a
similar position to DOE. We're intending to rely
on arguments by counsel and our legal Objection.

We did, as you can see, bring, you
know, the subject matter experts. But we were
not intending to call them to the stand.

CHATRMAN GOLDNER: Okay. Thank you.
And Attorney Kreis?

MR. KREIS: We didn't bring any of our
witnesses with us today. The Commission didn't

ask us to bring any witnesses or indicate that it

{DE 23-039} [Day 1 - Motion to Dismiss] {01-04-24}
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expected to hear testimony. And I'm not
expecting to hear any at all.

CHATRMAN GOLDNER: All right. So, I
think, right now, we're proceeding "on the
papers", as it were, with the parties using
today's hearing as a forum for legal arguments.

In the interest of judicial economy at
today's hearing, we have a hard stop at noon.
So, we'll invite each party, starting with the
DOE, to make its statement of position regarding
the Motion to Dismiss. After which, after the
parties have all had an opportunity to comment,
the Commission does have some questions for the
attorneys.

So, without any further ado, Attorney
Dexter, if you'd like to begin.

MR. DEXTER: Thank you, Mr. Chairman.

As you indicated, the Department filed
its Motion to Dismiss earlier in this case, on
December 13th, 2023. In summary, I want to
stress the basic point of the Motion, is that we
believe that the Company has presented three
different sets of financial information in this

case, and all three of them can't be —-- can't be

{DE 23-039} [Day 1 - Motion to Dismiss] {01-04-24}
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correct. And it's our position that the
financial information as presented for 2022
should not be relied on for setting rates in this
case, because of the various flaws in the 2022
information that was pointed out in the Motion to
Dismiss.

I want to point out that the Motion —--
we intended the Motion to be comprehensive, and
we included all the information supporting the
Motion, as attachments to the Motion. We
included the Audit Report, which I don't believe
the Commission had seen at this point, and any of
the various data requests that had been submitted
in this case that were relevant to the Motion to
Dismiss we attached, as well as any of the cases
that we submitted.

So, we did not come here today to then
go over all that stuff. I just want to get back
to your very first guestion.

Second of all, —-- so, we think the
Motion, you know, speaks for itself. And we
stand by all the points that were made in the
Motion.

Second of all, Liberty, in its response

{DE 23-039} [Day 1 - Motion to Dismiss] {01-04-24}
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on December 26th, didn't contest any of the facts
that we put forth in the Motion or in any of the
attachments that we included. They have
basically taken responsibility for keeping their
books in 2022, and they have acknowledged the
need, you know, that it was necessary for all the
various corrections that were made to have been
made. And they didn't dispute any of the -- of
the facts that were included with the Motion.

As far as the Audit Report, as is
typical practice, the Company has an opportunity
to comment on the audit report, even before the
Rate Case Division of the Department of Energy
sees it, and they did that. And, so, there's
contained within the Audit Report Liberty's
comments on the audit issues, and the
Department's response to Liberty's comments on
the audit issues.

So, all of that is before the
Commission in the Audit Report. So, I just
wanted to throw that out sort of preliminarily.

Basically, I think what this Motion
comes down to is the fact that the books that

were presented, the books that the Company kept

{DE 23-039} [Day 1 - Motion to Dismiss] {01-04-24}
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in 2022, and were used as the basis for the rate
case, contained a significant flaw. And we, at
the Department of Energy, understand that there
are two steps that a company must go through when
producing a rate case.

The first is really a bookkeeping or
accounting step. The utilities are required to
keep their books using the Uniform System of
Accounts. That is provided for in the statutes
and in the PUC rules. And the Uniform System of
Accounts dictate where the various costs and
expenses and plant items and assets and
liabilities are to be booked. And, when the year
is over, the Company goes through a year-end
closing process, whereby the books are reviewed,
while the books are still open, and addresses any
discrepancies or irregularities or mistakes, and
corrects the books while the books are still
open, and then the books are closed. And, at
that point, the books are kept according to the
Uniform Systems of Accounts, and the FERC Form 1
is produced from the closed books, and there
should be no discrepancies between the FERC

Form 1 and the books that are presented.

{DE 23-039} [Day 1 - Motion to Dismiss] {01-04-24}
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It's the utility's job, frankly, to
make sure that this information is presented to
the Commission and to the FERC in an accurate
fashion. If it happens to be a situation where
the Company is filing a rate case, then, based on
those, that test year information, that
information that's in the books and in the FERC
Form 1, then they start with that, and then they
produce the rate case. And we understand that
there can be differences between what's presented
in a rate case and what's presented in the books
of the Company for two reasons. Most of the
differences are because rates are set not just on
per books information, but there are adjustments
that are made, we understand that. There are pro
forma adjustments, there are normalizing
adjustments, and things like that.

But what we don't expect to find are
hundreds and hundreds of differences between the
books that were closed, the FERC Form 1, and then
trying to translate that over into the rate case
that was presented.

And I think Liberty's Objection

indicates a fundamental disagreement with this

{DE 23-039} [Day 1 - Motion to Dismiss] {01-04-24}
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process that I Jjust laid out. In the Objection,
Liberty states that "it's not unusual for there
to be variances between the three sets of data
because the three sets of data are used for
separate purposes and developed at different
points in time."

And they continue on Page 8 of their
Objection to say "To prepare the proposed revenue
requirement in a rate case, the utility starts
with its books and records with the full
knowledge that its actual, unadjusted books and
records for the test year will not be a
one—-for-one match with the revenue requirement
that is ultimately proposed in support of a
change in rates. The Motion to Dismiss plays on
this practicality, concluding that, because there
is an alleged "unexplained" variance between the
Company's books and records, the FERC Form 1, and
the proposed revenue requirement schedules, none
of these records is reliable.”

So, when we see that, we believe that
Liberty takes the approach that they -- that they
close their books, and then somehow, after the

books are closed, go in and do some sort of an

{DE 23-039} [Day 1 - Motion to Dismiss] {01-04-24}
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examination, and then -- and then produce
information for the FERC Form 1 and for the rate
case that doesn't match the books. We believe
that's the fundamental flaw in the case that was
filed here. And it's our position that that
review of the books, and that the presentation of
information has to take place while the books are
still open. And, if it doesn't, it's violating
their requirement to keep the books according to
the Uniform System of Accounts, and their
requirement to file a FERC Form 1 that's
accurate.

Now, the Uniform System of Accounts has
been around for generations, and it's used by all
utilities. And it's important, because it allows
regulators to look at the books of wvarious
utilities, and the books of the particular
utility, year-to-year and make comparisons and
analyses. And, if you go through the examples of
the accounting errors that were made in this
case, there are fundamental significant
misbookings that prevent the type of analysis
that I just referenced.

You know, understandably, there might

{DE 23-039} [Day 1 - Motion to Dismiss] {01-04-24}
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be, you know, an expense that was booked to —-- an
invoice that was booked to one expense account or
another expense account. And, you know, we don't
expect that there won't be an occasional
situation where you might have to make an
adjustment like that.

But what we've got here is a different
situation. And I highlighted all of these in the
Motion, but I just wanted to go through a few of
them today.

And, if you have a moment, I'd like you
to go to the Audit Report, at Page 141, and
that's Bates Page 167 in the Motion filing, in
the Motion that I filed. And I'm just going to
take a minute to get there myself.

[Short pause.]

MR. DEXTER: So, on Page 167, Bates
Page 167, 1it's Audit Report Page 141, in the
middle of the page, there's a bunch of numbers
that total to about $1.2 million. And the last
two of them are 316,000 and 182,000. And this
paragraph in the Audit Report is trying to
explain a discrepancy between the FERC Form 1 and

the SAP, which is synonymous with the general

{DE 23-039} [Day 1 - Motion to Dismiss] {01-04-24}




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

18

ledger, balance sheet account of Account 182.3,
which is a balance sheet account.

So, these last two items, totally over
five -—- almost $500,000, are corrections, because
the general ledger, I want to make sure I get
this right, the correcting entry had to move
these accounts from an income statement account,
which is 922, which is an expense account, to a
balance sheet account. So, again, not from an
expense account to an expense account, but a
significant half a million dollar entry from a
balance sheet account to an expense account.

You see the same thing on the next
page, if we go to Page 142. This page in the
Audit Report is basically just all correcting
entries that needed to be made to take
information from the balance sheet, Account 184,
to an income statement account, 920, which is an
expense account.

So, again, not, you know, 1it's not that
the expense account was booked into the wrong
account, which is significant, but it's not as
significant as dozens and dozens of entries that

needed to be corrected, to take money from the

{DE 23-039} [Day 1 - Motion to Dismiss] {01-04-24}
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balance sheet to the income statement.

And I could sit here and go on and on,
but it's all in the Audit Report, and that's why
we provided it.

The point is, and the dollar figures,
as you can see here, are not insignificant.
These are significant dollar amounts.

At Page 140, there's an example where
money was moved from construction work in
progress to an office supply expense. It was
only $14,000, significant nonetheless. The
reason I point that out is it's contrary to law
to set rates by including construction work in
progress 1in rates. So, if that entry had not
been made, we would be presented —-- the books
reflect a construction work in progress, when it
should be an expense account.

Now, Liberty has said -- or, has
described the so-called "errors" as "mapping
errors", and that it was related to their
implementation of their new general ledger system
and customer billing system that took place on
October 1st, in the middle of the test year --

not the middle, during the test year. And we
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understand, at the DOE, that the mapping issues
are essentially a computer programming issue. In
other words, you have an old set of books, and
you have to produce a new set of books, and you
have to make sure that the expenses and the
various costs on the old set of books get into
the right place on the new set of books. And
that clearly did not happen in this case, and
Liberty has admitted that.

But it's also not been demonstrated
that the underlying IT issue has been corrected.
And what concerns us at the Department of Energy
is that, if this is, indeed, an IT issue, and if
it's not corrected, there's no indication that
the books that are produced in 2023 are going to
be any more accurate than the books that were
produced in 2022, because this is a recurring --
the mapping issues are recurring, is what I'm
trying to say.

And, again, to the extent that there
were mapping issues, this is a situation that the
utility needs to correct before it closes its
books, before it produces its FERC Form 1, and

before it produces its rate case schedules.
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Now, again, I don't want to read the
whole Motion to you, I don't want to read the
whole Audit Report to you. So, I'm not —— I'm
not trying to deemphasize the importance of this,
but I'm actually trying to emphasize the
importance of it, without going page-by-page and
number-by—-number.

But I urge you to go through Audit
Issue 1 in detail, as I tried to do in the
Motion, and indicate that this is not a typical
situation, where a few corrections had to be made
that were not significant. These are significant
corrections that moved money from either the
balance sheet to the income statement, or vice
versa, and they total in the millions of dollars.

Now, Liberty will tell you that it all
nets out to a couple of percent, that it's not a
big deal. But I think what you're looking at,
the magnitude of errors, you have to take an
absolute value look at it. You can't Jjust add
them all up, because some of them offset one
another, and that's fortunate. But the fact of
the matter is, that these were significant

accounting errors, that totaled millions of
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dollars, and were identified to number in the
hundreds, okay?

Now, the other thing that's troubling
about all this, from the Department's standpoint,
is, as we understand it, none of this was
disclosed to the Department or the Commission
when the case was filed. In other words, we were
presented with what looked 1like a standard -- a
standard rate case.

And I'm looking at the Testimony of
Kristin Jardin and Daniel Dane that was filed
with the case. And it talks about their test
year. And I'm on Bates Page II-276 of the
filing. I don't think it's necessary to go
there. I just want to read a couple of
sentences.

Under the paragraph that says "Test
Year", it says: "Our analysis began with the
Company's financial results in the Test Year
(i.e., the twelve months ending December 31,
2022) . From those results, we removed
flow-through items (e.g., purchased power and
transmission wheeling revenues and expenses), and

made pro forma known and measurable adjustments.
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The resulting Test Year pro forma net income
reflects normalized revenues at current rates,
expenses, and net income for ratemaking purposes,
as presented on RR-2."

So, nowhere in here does it say, you
know, "the Company began with the financial
results in the Test Year", okay, that's a true
statement. "We removed flow-through items, and
made pro forma known and measurable adjustments.”
Well, included in the pro forma known and
measurable adjustments were significant instances
where the —-- where the rate case schedules,
because all sorts of financial information 1is
presented in the rate case schedules, could not
be taken from the books or from the FERC Form 1,
because there were significant adjustments that
had to be made. These were not disclosed to the
Department, or to the Commission. These were
discovered in the audit process and in the
discovery process.

And, so, again, we're talking about a
situation where we start with the books, and then
the Company produces the FERC Form 1. And most

of what I've been talking about so far were
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differences between the two, where there really
should be no differences, because they have to
come from the same database. But, apparently,
Liberty realized that the books were not
accurate. And, in order to produce a more
accurate FERC Form 1, they had to make these
various adjustments.

And, then, there's the second step,
which is to take you from the books and the FERC
Form 1 to get to the rate case. What I'm talking
about now is that second step, getting to the
rate case.

So, in the Audit Report, on —-- it's
Audit Issue Number 28, and it's at Bates 216 of
the Audit Report. And I would recommend if you
have a moment to go there.

There's a -- Bates Page 216 1is,
basically, a chart that lists five significant
entries, differences, between the rate case and
the FERC Form 1 -- and the FERC Form 1. And
these same five issues were questioned in a data
response, which is data response to DOE 11-14.
And it basically has the question, and the text,

and i1t has this chart.

{DE 23-039} [Day 1 - Motion to Dismiss] {01-04-24}




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

I'd actually like to hand that out, if
there's no objection from the Company. I know

the Commission doesn't have data responses.

You've got the essence of it in the Audit Report.

But I think, to provide the better context, if
there's no objection, I'd like to hand out
Response 1-14 [11-147?].

CHAIRMAN GOLDNER: Attorney Dexter,
would you like to make this an exhibit?

MR. DEXTER: Sure. I guess we should
do that, yes.

CHAIRMAN GOLDNER: Attorney Ralston,
are you okay with marking that?

MS. RALSTON: ©No objection from the

Company.

CHATIRMAN GOLDNER: Thank you. Attorney

Dexter, please proceed.

MR. DEXTER: Yes, I will. And my

colleagues have corrected me, that it's "Response

11-14", not "1-14".

CHATRMAN GOLDNER: Okay. I'll assume
it's still okay with the Company, yes?

MS. RALSTON: Yes. No change.

CHATIRMAN GOLDNER: Thank you.

{DE 23-039} [Day 1 - Motion to Dismiss] {01-04-24}
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[Atty. Dexter distributing documents.]

MR. DEXTER: So, Request 11-14
references two discrepancies from the FERC
Form 1, which is -- and the general ledger, to
what's called the filing at "Schedule RR-2-10".
That's a required financial schedule that's in
the rate case filing. You can find RR-2-10 at
Bates II-307 and II-308. I don't think it's
necessary to go there. But, basically, it's a
horizontal spreadsheet that lists the Company's
operations by FERC account.

And it points out that -- it asks the
Company to explain the wvariances, and then it
asked them to identify any other such
discrepancies between the FERC Form 1 and the
filing, Schedule 2-10. And, in response, we got
an explanation for the two variances, which are
significant. One of them is half a million

dollars, another one is $356,000. Again, they

both are expense accounts that flow directly into

the revenue requirement.

And, then, in the horizontal sheet that

was presented, to highlight the other four

differences, we see the first one is almost
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$700,000, has to do with a discrepancy between,
again, construction work in progress, versus an
expense account. So, money 1is being corrected
from, again, the balance sheet to income
statement, again, almost $700,000, and affecting
construction work in progress; construction work
in progress cannot be included in rates by law.

The second entry is over $850,000.
Again, affects construction work in progress.
This one goes from an asset account to a
liability account, that doesn't affect the income
statement, and so on and so forth. The point
is -- and, then, Liberty says "Well, those are
the five differences."

These were not disclosed to the
Company —-- to the Department, or the Commission,
at any time, as I understand it, in the course of
this case. And, to the contrary, we have a
statement in their testimony that says "We
started with the Test Year, and we made pro forma
known and measurable adjustments." This is not a
"oro forma known and measurable adjustment".
This is a correction to the fundamental financial

information that supports the rate case filing.
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And, in the Department's view, that presents a
serious flaw.

Now, we have no way of knowing whether
or not these are the only five adjustments that
needed to be made. You know, we're told by the
Company that these five adjustments were made.
But, again, we're talking about adjustments that
were made from the books in order to put the rate
case together. And it's our position that these
should have been disclosed up front.

So, in the Objection to the
Department's Motion, the Company has noted that
"Yes, there were problems. But they have all
been corrected. And, if you look at the
November 27th Corrections and Updates filing,
that that should be used for the basis of the
case. And there's really no reason to dismiss
the case, because all the problems have been
identified and corrected."

And, you know, the Department has a
couple of thoughts on that. I guess we are —-- we
are skeptical that all the problems have been
identified, and therefore corrected. And one of

the reasons is, is that, if you go through the
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Corrections and Updates filing, and the Company

put together a nice summary, it's an Excel sheet,

and I think it's called "RR Tracker", or
something like that, and it lists all 26
adjustments that they made as the result of the
investigation. All of those adjustments have
come to be because things were questioned by
either the Department or the Office of the
Consumer Advocate, or the Department's Audit
Staff. As far as we can see, none of these
corrections have come organically from the
Company based on an examination of the books,
which we believe should have taken place before
the case was ever filed.

So, it's been a situation where we've
pointed out a discrepancy in the books, or the
Consumer Advocate has pointed out a discrepancy
in the books, and Liberty has said "Oh, vyes,
there's a discrepancy, and we'll fix it. So,
we'll make sure the revenue requirement is
correct."

That's not a —-- that's not an adequate
presentation. And, in our view, that doesn't

meet the Company's burden of proving that the
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rates are reasonable based on accurate books.
The Audit Staff -- so, that's number one.

Number two, the Audit Staff looked at
the various correcting entries that the Company
said would need to be made in order to reconcile
their books and their FERC Form 1. And, in the
Audit, at Page 149, it's Bates 175 in the Motion,
the Audit concludes, it says "All transactional
or system mapping adjustments should have been
addressed. Because of the quantity of the noted
adjustments, and the time required to identify
variances among the FERC Form 1 accounts, Audit
is unable to determine if the reported
adjustments are accurate nor if they represent
all of the adjustments that should have been
done."

So, we've completed our audit, and
that's the conclusion. Is that "We are unable to
determine whether these are accurate or that it's
all that should have been done."

Secondly, our Audit Department is
small. And, like any audits, audits rely on
sampling. The Audit Department did not go

through every entry that was made to the
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Company's books. It couldn't. It's not possible

in the time allowed, and it's not standard audit
practice. There is sampling that goes on. So,
there's no —-- there's no indication, as they
concluded, that their findings were
comprehensive.

Thirdly, if the Audit had been able to
spend it's -- so, the Audit Department routinely
verifies the Company's books to the FERC Form 1
to the rate filing. And I'm told that that's
generally a fairly standard exercise, and a
fairly simple exercise, because there aren't
significant differences. All the numbers are
coming from the same place.

In this instance, most of the Audit's

time that was spent reporting the —-- preparing

the report and tracking the issues, was trying to

trace these dollars from the three various sets
of financial informations that were presented.
And, as such, they were not able to perform the

second function to the extent that they would

like to, which is analyzing the underlying costs,

once you find out what account they're in. In

other words, the Audit Department verifies the

{DE 23-039} [Day 1 - Motion to Dismiss] {01-04-24}




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

32

numbers, and then they do an analysis of the
underlying information that's in those accounts.
They go through invoices, and payroll time cards,
and they go through this. And a lot of that was
not able to be done to the extent that it would
like to be done.

Now, there were instances where they
were thwarted from tracing various underlining --
not "tracing", but verifying underlying
information, and I put those in the Motion. One
of them had to do with corporate allocations from
Liberty's parent company. There's almost a
million dollars, I believe, in corporate
allocations that the Company —-- that the Audit
Staff was not able to verify to the correct
accounts because of information that was no
longer available since the new accounting system
was implemented.

And, secondly, the standard payroll
comparison that the Audit Department does was not
able to be performed, because of reports that
were not available because of the new accounting
system. And those are detailed in the motion

completely.
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Third, as to why we have concerns about
the Corrections and Update filing? As recently
as I think it was December 1st, and we put this
in the Motion, in Paragraph 43 of the Motion,
Liberty disclosed another error that occurred
because of the transition from the old system to
the new system. It had to do with receivables
and payables, and a correction -- it was a
mapping issue, but, in correcting the mapping
issue, receivables and payables were overstated
by over $500 million. Now, you know, it's not
like that found its way into the rate case or
anything like that. But it's a significant,
significant amount, in a balance sheet account,
that they discovered, in response to a question
that we raised, in December of 2023, almost
twelve months after the test year was closed.

Another real concern we have, we've
been talking a lot about the accounting and the
books. But the SAP system that was implemented
on October 1st also is a complete customer
billing system. And we've had concerns from the
outset, based on information we've read in the

paper, and from calls to the Consumer Services
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Division, that bills were not being issued on a
timely basis.

And, so, the Rate Case Team was
immediately concerned that the test year revenues
would not be accurate, because there would be
customers that weren't billed in the test year,
because the implementation took place in October,
and we had heard there were bills that were being
delayed for multiple months. And, so, we asked
the Company, right at the outset of the case,
about unbilled revenues that resulted from the
system. And they told us that they weren't able
to quantify the unbilled revenues. And, then, we
asked again, and then they were able to quantify
the unbilled revenues. And I detailed this in
the Motion, at Paragraph 36. And there's an
attachment to the Motion at Bates Page 266, which
actually is the chart that the Company provided
to detail the unbilled revenues that resulted
from the conversion to the new billing system in
October.

They identified over 650 customers, and
then they traced those customers forward, and

indicated, you know, when they were -- when they
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were actually billed. And some of them were as
late as August of 2023.

Now, as far as we've been able to —-
so, the impact of that, from the Department's
viewpoint, is that the test year revenues and
billing determinants are understated, because
this was consumption that took place during the
test year, but doesn't show up on the books until
2023. And, 1f your test year revenues and test
year billing determinants are understated, your
requested revenue increase 1s going to be
overstated. And we don't see an adjustment in
the Corrections and Updates filing for that
situation. That's number one.

Number two, the way the gquestion was
asked, we were focused on the test year, 2022.
In other words, who consumed services in 2022,
but weren't billed until 2023. And that's the
answer that we got, you know, 670 -- or, 684
customers, I think it was, and roughly $750,000.

We didn't ask, you know, "did this
situation occur in 2023 also?" So, we have no
idea whether or not there are customers that were

consuming electricity in 2023, and have not been
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billed. We've had anecdotal evidence that
billing issues persist. But I Jjust want to point
out that that's not captured in the 750 or so
thousand dollars on that chart on Bates Page 266.
And, again, I don't see that there's any
adjustment in the Corrections and Updates filing
for that revenue situation.

Another point we wanted to stress was,
and, obviously, a test year information is always
important. But, in this case, it's even more
important than usual, because the Company has
presented a three-year rate plan. So, 1if the
Department were to —-- i1f the Commission were to
set rates based on the 2022 information, they
would be setting rates for three years, under the
Multi-Year Rate Plan, number one. So, added
importance on the accuracy of the test year.

Number two, you know, I said before,
you know, maybe it doesn't matter if one expense
account gets into the wrong expense account, it's
still going to factor into the revenue
requirement the same way. That's generally true
under a traditional ratemaking scheme. But, in

this Multi-Year Rate Plan, the Company has
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different escalators that apply to different
accounts. They have an inflation escalator, a
payroll escalator. So, 1it's even more important
that the costs get into the exact FERC accounts,
because that's how they apply the escalators
under the Multi-Year Rate Plan.

So, my point here is that, in this
case, given the Multi-Year Rate Plan, the
accuracy of a 2022 test year 1s even more
important than in a typical rate case. And I
don't want to understate the importance of the --
of the typical rate case.

2023 1is not at issue in this case. The
case was based on 2022. But I did want to point
out, obviously, that Audit has not reviewed the
books of 2023 to see i1if the corrections were
made, the "corrections". What the Audit
Department reported, and it's in the Audit
Report, was that, when these various mapping
issues were identified, they were not "corrected"
in 2022's books, but the corrections would be
made in 2023. Now, Audit didn't verify that, we
haven't audited the 2023 books.

But that raises an immediate concern
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with the Department. If there are hundreds and
hundreds of correcting entries that relate to
2022, that are being made in 2023, if 2023
becomes a test year in a future case, those
various entries don't relate to 2023, and that
would have to somehow be accounted for in a
future rate case, 1f it were based on 2023.

So, again, we've got a situation where
we weren't able to verify that these are all the
mapping corrections that needed to be made. They
weren't made in 2022. We're told they were made
in 2023, we would have to verify that. But,
then, if a rate case was based on 2023, there
would be hundreds and hundreds of correcting
entries that would have to be made right off the
bat before you could use 2023 as a test year.
So, that's of significant concern to the
Department.

Secondly, there hasn't been any
demonstration that the mapping issues were
addressed. And it's our view that it would Dbe
very unlikely for them to have been addressed on
January 1lst, 2023, because most of what we've

been talking about, the audit, the closing of
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books, the FERC Form 1, the filing of the rate
case, that took place over a six-month time
period in 2023. So, if these issues were just
coming to the forefront in the beginning of 2023,
the Department is very, very doubtful that there
aren't mapping issues that continued into 2023.

So, you know, I'm throwing a lot of
numbers and accounts and theories and things out
here. But the bottom line is, that the reason
the Department filed the Motion, which is --
which was an unusual motion, we understand that.
It's essentially unprecedented. And it's not an
issue that we took lightly. And we didn't come
to the conclusion to file it lightly. But it was
impossible for us to read the Audit Report, and
then have witnesses, you know, produce testimony,
having read that Audit Report, which raised
fundamental -- which raised significant doubts
about the fundamental information that was
presented.

Now, our witnesses did go ahead and
produced a rate case, you know, the way we
normally do, and we put a -- I don't want to call

it a "disclaimer", but an explanation at the
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beginning of Ms. Nixon's testimony, saying that,
by producing the rate case, the wvarious
adjustments, the opinions on the Multi-Year Rate
Plan, on the return on equity, on all the wvarious
issues, that we were not -- we were not waiving
or discounting or underplaying the issues that
were raised in the Motion to Dismiss. But we
went ahead to do our job, so to speak, using the
information that was provided. But the point 1is,
that we don't view the 2022 information as
reliable for setting rates.

And the Company, you know, 1is in total
control of when the rate case is filed, when the
system is implemented, and they chose, in this
case, to do both of those things at the same
time. And they have said in their Objection, at
Page 3, at Page 3, over to Page 4, that everybody
knows that, when a system is converted, there
will be challenges. They knew it. And, so, they
went into this knowing that there were going to
be challenges.

And I think, unfortunately, for all
involved, that have spent hours and hours, and

lots of money on this case, that the appropriate
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remedy 1s to dismiss the case, and not spend any
further time trying to figure out 1if the

underlying information is correct, and certainly

not setting rates for the next three years, based

on the information, where the problems are so
obvious. They're right in our face. They're
not —-- they're not hidden. And that's what we
tried to lay out in the Motion.

So, we respectfully, regrettably, but

respectfully request that the Department [sic]

dismiss this case, and not —-- and not allow it to

go forward, because that essentially represents a

shifting of the burden of proof, in our view, for

us, and the Consumer Advocate, to ask guestions,
and then seek corrections, and then —-- and then
reconcile this, and make sure the rate case is
right. That's all supposed to be done by the
Company before the case is filed. And the way
this case has played out, in our view, it's an
impermissible shifting of the burden of proving
that the rates are Jjust and reasonable.

So, that concludes my comments, and
thank you for your time.

CHATIRMAN GOLDNER: Thank you, Attorney
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Dexter. We'll move now to the Office of Consumer
Advocate, and Attorney Kreis.

MR. KREIS: Thank you, Mr. Chairman.

I listened very carefully to what
Attorney Dexter just told you, and I agree and
adopt every single word of what he said. The
motion that's pending before you raises very
serious issues, both for the Commission and for
us, as the Consumer Advocate. Because, as we
explained in our response to the Department's
Motion, we don't have an audit team. We rely
entirely on the auditing work that the Department
does and, prior to the creation of the
Department, the PUC's own Audit Division did.
And, if our witnesses and our team can't rely on
the books and records that the Company produces
that underlie its rate case, then our testimony
and our positions, and our ability to evaluate
what the Company has filed, are just as
challenged and ultimately Jjust as flawed as the
Department's are, and as the Commission's review
is.

You know, this has been styled as a

"Motion to Dismiss", and the Department's Motion
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invokes the sort of traditional standard that
would apply to a motion to dismiss if this were a
civil proceeding. But I don't really think that
is a helpful way of evaluating the situation
we're in today, because, in a civil proceeding,
you would accept all of the facts in the claim, I
guess, the complaint, as true, and then see if
there's no basis for providing relief as a matter
of law.

Well, here, what the Department is
telling you, and I agree with it, is that you
can't accept all of the factual assertions in the
Commission's —-- in the Department -- in the
Company's rate case filing is true, because the
underlying books and records don't support what
the Company has offered to all of us in support
of its request, for what is a very, excuse me,
significant rate increase.

So, I think it really is less about the
niceties of civil procedure that would apply in a
courtroom, and more about what the Commission's
job i1is here, which is to assure that rates are
just and reasonable, under a statutory standard

that unambiguously places on the Company the
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burden of proof, which includes the burden of
going forward with the evidence and the burden of
persuasion. And the Company clearly hasn't met
it, for all the reasons that Attorney Dexter has
just explained to you.

A rate case, and this has been
something of a problem in lots of dockets that
I've seen at the PUC over the years, a rate case
filing by a company isn't a trial balloon. It
isn't just "Well, you know, we've looked, and we
think we're not earning a reasonable return on
our investment. So, we think we need a rate
increase. And here's our initial hypothesis
about what we ought to be able to" -- "what kind
of a rate increase we really need." Everybody is
supposed to be able to rely on the Company's
filing, and allowing it to perpetually update and
correct and change what it is asking the
Commission to do creates the kind of moving
target that makes it impossible for other parties
to participate meaningfully, and ultimately makes
it impossible for the Commission to make a
reasoned decision based on an established factual

record.
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You know, there's been a lot of talk
here about the FERC Uniform System of Accounts.
And I think it's useful to remember why we have a
Uniform System of Accounts. Uniform Systems of
Accounts emerged from the ocoze of the first
several decades of the Twentieth Century, when
lots of business corporations, certainly
utilities, were engaging in all kinds of
unconscionable