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PROCEEDI NGS

CHAI RVAN HONI GBERG. | think we are
ready to resume the questioning of M. Evslin;
is that right?

MS. BROMWN: Yes, M. Chairman.

CHAI RVAN HONI GBERG  Why don't we
have himtake his seat.

| s there anything el se we need
to do this norning before we get started?
Ms. Brown?

MS. BROMAN. Yes. Yesterday Vall ey
Green had stated that it would respond to
record requests. And | have those at this
time. The parties have received them and |'d
li ke to pass themout to you now.

CHAI RVAN HONI GBERG. Ckay. Wiy don't
you do that.

MS. BROWN: For the record, we had
identified for Exhibit 11 the draft |ease, and
as Record Request 12, the amendnents to the
MOU.

CHAI RVAN HONI GBBERG. Al l right.
Wiile Ms. Brown is passing that out, | think

the order of questioning of M. Evslin, we're
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[WITNESS: EVSLIN]

going to do M. Patch; M. Christopoulos, if
he's here; Ms. Arwen; M. G cale and M.
Spei del and then Valley G een.
So, M. Patch, are you ready to
go?
MR. PATCH. Yes. Thank you.
CROSS- EXAM NATI ON

BY MR PATCH:

Q

Good norning, M. Evslin. | think as you
remenber, | represent Liberty Uility. M nane
i s Doug Patch.

| do, and good norni ng.

Good nor ni ng.

On Page 4 of your prefiled testinony in
this docket, you say you are "agnostic" as to
whom t he franchi se shoul d be awarded, but you
go on to say that, if the Comm ssion were to
approve the Valley G een proposal, it is al npst
certain to be an economc failure and not even
likely to be built; is that correct?

If they were to approve it as it was submtted,
yes, that is correct.
And is there anything that has changed as a

result of their supplenmental testinony or what
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[WITNESS: EVSLIN]

you heard yesterday that woul d change that

Vi ew?

No, there is not.

One of the reasons that you gave in your
testinony for that belief is that Valley
Green's LNG centic design will make their
product nore expensive. And in particular, you
cite Dartnout h-H tchcock and the price that
they currently pay for CNG service; is that
correct?

That is correct.

And in your testinony at Page 6, Lines 3 to 6,
you say, "The econom cs of a successful gas

I sland LDC service depends on the expensive LNG
bei ng used only as backup fuel if the CNG
supply is interrupted"; is that correct?

That's correct.

You express a concern that Valley G een would
construct expensive LNG infrastructure and a
systeminto which it would be difficult to

i ntroduce CNG correct?

That's al so correct.

And has that changed as a result of what you've

hear d?
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[WITNESS: EVSLIN]

It has not.

And one of the other concerns you expressed was
Valley Green's ability to neet its
responsibility to its custoners, providing
service at just and reasonable rates if it does
not adhere to a policy of procuring supply
through a truly conpetitive process; is that
fair to say?

That's fair to say.

And in support of that argunent, you cite the
laws that require a utility to file a Least
Cost Plan in order to obtain approval of rates
and changes; correct?

Correct.

And then, in your testinony on Page 10, Lines
20 to 21 -- and this is supported by the
attachments -- you say that Valley G een has
not been responsible in seeking conpetitive
supply bids and assuring ratepayers the best
price for their fuel; correct?

Correct.

WAas there anything you heard yesterday that
changes that opi nion?

No, there is not.
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[WITNESS: EVSLIN]

O

> O >» O »

10

Are you famliar with Valley G een's response
to Staff 1-3, Exhibit 4, Bates Page 3 to 57?
Yes, | am

And that's where Valley G een gives the reasons
why they believe LNGis nore suited to this
project than CNG correct?

That is correct.

Do you agree wth those reasons?

No, | don't.

Coul d you expl ain why not ?

Ckay. | do happen to have a copy of that here
with ne, so I'll go through that and poi nt out
where | di sagree.

First of all, they nake the statenent in
the first paragraph of their response that the
reason that they chose Tri-Mnt and Gulf
W t hout conpetitive bidding is that there were
a limted nunber of suppliers available. |
can't testify as to the supply of engi neering
firms. And | realize engineering is not a
commodity, so ny testinony does not apply to
t he choice of Tri-Mont.

However, there are a | arge nunber of

suppliers of LNG and CNG -- only a few of us
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[WITNESS: EVSLIN]

11

CNG suppliers, a |large nunber of LNG suppliers.
In fact, if just trucking LNGis involved, any
trucking firmthat can haul hazard materials
can haul LNG  And various truckers -- the
trucker we use, Noonan, for exanple, have LNG
transport. So there are a | arge nunber of
potential respondents to an RFP that invol ves
trucking gas broadly in other CNG or LNG form
One of the assertions that --
(Court Reporter interrupts.)

CHAI RVAN HONI GBERG. O f the record.
M. Canpion asserts that his custoners require
firmpricing over 15 years. |In fact, we heard
during testinony yesterday that the firm
pricing that's avail able for LNG does not
i nclude the commodity. |In fact, what we heard
fromthe witnesses yesterday, and it's
accurate, is that the price for delivered LNG
Is built up in an absolutely parallel nanner to
the price for delivered CNG In both cases you
start with pipeline gas. And when you nmake a
quote to say for 10 years or 15 years |' m going
to deliver you LNG or CNG you can often

provide a fixed price for everything but the

{DG 15-155} [DAY 3] {05-06- 16}




© 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

[WITNESS: EVSLIN]

gas itself. And so the price, the quote

usual ly includes an indicative price, what the

Forward strips look |like for the commodity gas.

But the point is it's the sanme commopdity. So
the price of the commopdity that goes into the
LNG goes up and down exactly the sanme way as
the commopdity that goes into the CNG because
that commodity is pipeline natural gas. After
that, with LNG you pay for |iquefaction, which
can be a fixed price. Wth CNG you pay for

conpr ession, which can be a fixed price. Wth

12

both you pay for trucking, which can be a fi xed

price, and with both you have to anortize the
cost of, in the case of LNG vaporization, and
with the cost of CNG deconpression, and that
can be fixed price. So there's an absolute
parallel in the way that CNG and LNG are
priced, and the price of the commobdity for LNG
and CNG is going to vary in exactly the sane
way. O if you choose to buy a hedge, as the
gentleman from Gulf testified yesterday, you
can fix the price of LNG or of the base
commodity, for sone period of tinme. And of

course, you can do exactly the sanme thing if
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[WITNESS: EVSLIN]

13

you're turning that base commpdity into CNG
However, M. Canpion said he wanted to avoid
any take-or-pay commtnent. You can't really
fix the price of the comodity w t hout
commtting to buy the cocmmodity. Sonebody's
got to put on a hedge. And, you know, so we
understand in this industry that, once you're
tal king about a fixed price for a commodity,
that you're tal king about a commtnment to the
commodity. That's not necessarily a bad thing.

| just want to be accurate about what's in

here.

M5. BROAN. Can | just express an
objection to this new testinony? | don't
know -- | mean, there's sone | eeway in adding
sone new testinony. But | nean, it |ooks

| i ke he's starting to get into --
CHAl RMAN HONIl BBERG.  This isn't his
| awyer questioning him This is Liberty's
| awyer questioning. Liberty's |awer is asking
t hese questions right now.
MS. BROMWN: Sorry. | was just --
CHAI RVAN HONI GBERG. It is sonetines

confusing that we have | awers fromthe sane
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[WITNESS: EVSLIN]

14

firmrepresenting two different clients here.
But that is what they've got, and they're doing
that, as they have in many ot her dockets. But
in this instance, it's M. Patch.
|"msorry. M. Evslin, do you

remenber where you were?

THE WTNESS: Yes, | do.

CHAI RVAN HONI GBERG  Why don't you
conti nue.
So, again, later on M. Cam on states again
that LNGis nore stable in price; CNG prices
vary nmarkedly by the season. Not true. Sane
compdity, varies in the sane way.

He states that CNG equi pnent woul d cost
nmore. That's never been true at any tine that
we have priced that out. W certainly didn't
gi ve hi many prices on which he could base
t hat, al though we woul d have been wlling to.
And | don't believe that that assertion is
true.

He says that using CNG rather than LNG
would result in nore truck traffic. That is
true. It's not three tinmes as nmany trucks.

It's two tines as nany trucks. |In either case,
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[WITNESS: EVSLIN]
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it's de mninus. Dartnouth Hi tchcock is being
served wth trucks of CNG today. | believe on
t he average, they get about three truckl oads a
day. So you're not | ooking about a huge vol une
of trucks going up and down the interstate
t here.

It says during -- he's testified that
duri ng periods when the LNG supply -- when CNG
prices are low, Valley Geen could augnent its
LNG supply with CNG Wll, there's a
m sunder st andi ng there. You can't just dunp
CNG into a tank sonewhere. |In order to use
CNG there does have to be CNG deconpression
equi pmrent installed on site, and that equi pnent
I's not inexpensive. There also has to be room
for trailers, because CNG is used directly out
of the trailers that bring it. You don't have
to construct an expensive tank for it because
you don't do that. But you do have to have
roomfor the trailers to park, for trailers to
turn. We haven't seen on any of the diagrans
t hat have been presented where a space -- where
there's either a space for CNG to offl oad at

the facility or where there's any provision for
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[WITNESS: EVSLIN]
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that CNG equi pnent. So it's not that you could
just call us or call our conpetitors and say,
Hey, bring us some CNG today. |If we haven't
installed an off-loading unit, if we don't have
a safe place for our trucks, if we don't have
operational procedures, we can't bring it.
It's not |ike asking soneone to fill the LNG
tank or fill the oil tank. So, just buying CNG
opportunistically doesn't work. There has to
be a plan for how the CNG is used.

He tal ks about the seasonal purchase of
LNG, presumably to buy when the commodity
prices are | ow and then stowed until they're
high. The problemwth that, as Comm ssi oner
Bai |l ey pointed out yesterday, is well off. And
if you have a large quantity of LNG sitting
around, you have to either use it or vent it,
which would be a terrible thing to do. You
presunmably could use sone of it, but then you
don't have it anynore to offset the
seasonality. But you can't just let a tank of
LNG sit there forever, you know, until you want
to use it. That's incidentally not true of

CNG If you went to CNG storage, which we
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[WITNESS: EVSLIN]

17

don't use --

CHAI RVAN HONI GBERG M. Evslin, the
question was: |In what ways do you di sagree
wi th that response?

THE W TNESS: Gkay. Sorry about
t hat .
Anyway, | do disagree that it's practical to
use LNG in any big way to of fset seasonality.

Goes on to say that Gulf was wlling to
commt supply for this project over the |ong
termfroma planned 100, 000- gal | on- a- day
| i quefaction plant. And that was an inportant
reason for choosing Gulf. | can understand
that. But it was also clear fromthe testinony
yesterday that there's not yet commtnment to
build that 100, 000-gal | on-a-day |iquefaction
pl ant .

So if we take that out of the equation, if
we take into consideration the fact that Qulf
neither has commtnent to build a plant, that
the MOU that was just distributed to us this
nmorning -- the fourth anendnent of the MOU has
al ready expired, January 31st, 2016 -- then |

don't believe that we get any reassurance from
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[WITNESS: EVSLIN]
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this possible |iquefaction plant, even though
Pennsyl vani a woul d be a good place to build
one. |If | were going to build one, I mght
build it there. But we can't rely on the fact
that it's going to be there. And absent the

| i quefaction plant, then the service that Gulf
Is providing is trucking LNG And there are
lots and lots of truckers of LNG avail abl e.

He further went on to say that GQulf has --
that they're open to using other suppliers
because other bids are allowed for CNG for
exanple, but Qulf has the right to match any
bid. Well, unfortunately, there won't be any
conpetitive bids forthcom ng from ny conpany or
ot her conpanies if we know t hat sonebody el se
gets the |l ast | ook and knows exactly how t hey
have to bid.

Yesterday, attorney for Valley G een
wondered why NGA didn't submt a bid after the
filing with the Public UWilities Conm ssion
whi ch contai ned the quantities that we'd be
asking Valley Geen for --

CHAI RVAN HONI GBERG.  Ckay, okay.

That's, again, sonmething -- a different topic.

{DG 15-155} [DAY 3] {05-06- 16}




© 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

[WITNESS: EVSLIN]
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So, M. Patch, can you focus
your questions a little bit nore so we can get
alittle bit nore focused answers goi ng
f orwar d?

THE W TNESS: |'mat the end of --
CHAI RVAN HONI GBERG M. Evslin, I'm
talking to M. Patch right now.

So, is there anything el se you
want to add, briefly, M. Evslin? |1'mtalking
to you now. M. Evslin, is there anything,
briefly, you want to add regarding Pages 3 to 5
in Exhibit 4?

THE W TNESS: No.

CHAI RMAN HONI GBERG. Al |l ri ght.
M. Patch, can you focus your questions a
little nore on cross-exam nation here to get a

little bit nore focused answers?

BY MR PATCH

Q

M. Evslin, | heard you just say that you
wanted to respond to sonething that Vall ey
Green's attorney said yesterday. Could you
just briefly say what that is.

Yes. Valley Green's attorney had questi oned

why it was -- or had pointed out that NGA did
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not send a quote after reading the RFP and
getting the quantities that we had been aski ng
for. In fact, | did attenpt to contact M.
Canpi on and was not successful. D d contact

Scott Brown. Scott Brown said that he woul d

set up a neeting with Trillium That didn't
happen. | got back to Scott and said, "What
happened?”

Scott said, "Trilliumsays there's

absolutely no interest in CNG for this

project.” W weren't about to throw a bid over
the wall. And the filing al so made cl ear that
there was already an agreenent with Gulf. So

that's the reason that we didn't start throw ng
nunbers around after the filing. But | think
nost i nportant, this arrangenent precludes
getting conpetitive bids from other suppliers.

MR, PATCH. That's all the questions
I have. Thank you.

CHAI RVAN HONI GBERG. | don't see M.
Chri stopoul os here. Has anyone heard from hi nf?
Do we know if he's com ng?

MR CORW N: Ch, I'msorry. Ti m

Corwi n representing --
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(Court Reporter interrupts.)

CHAI RVAN HONI GBERG. M. Corwi n, do
you have any questions for M. Evslin?

MR CORWN:. | do not. Thank you.

CHAI RVAN HONI GBERG. Ms. Arwen.

M5. ARMEN:. No, | do not. Thank you.

CHAI RVAN HONI GBERG. M. Cical e.

MR CICALE: A few brief questions,
M. Chairman. Thank you very nmuch. And good
nor ni ng, Comm ssi oners.

CROSS- EXAM NATI ON

BY MR Cl CALE:

Q

Good norning, M. Evslin. M. Evslin, you
testified yesterday that currently your conpany
is serving Dartnmout h-Hi tchcock Medi cal Center
wi th CNG?
No, sir. Qur conpetitor, XNG 1is serving
Dar t mout h- Hi t chcock.
Ckay. My apologies. | msapprehended that
testi nony yest erday.

Wul d you still be supportive of a
franchi see taking over the service area if they
are not conditioned to have a supply of CNG

and, thus, they start servicing this area for
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years W thout CNG as part of their gas

portfolio?

A. I would not, purely for the reason that |

bel i eve that such a franchise is dooned to
failure. And | believe that the gas i sl and
busi ness, of which this is the biggest exanple
to date, will be |l ooking very carefully at what
happens in this area. And so | would like to
see an operation that's successful. Qoviously,
we have an interest in bidding on CNG Qur
parent has an interest in bidding on LNG But
there's no guaranty that we would w n any such
contract. | think what's nost inportant is
that the franchi se be granted under conditions
which allow it to succeed.

MR CICALE: Nothing further. Thank
you, Conmi ssi oners.

CHAlI RVAN HONI GBERG. M. Spei del .

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

CROSS- EXAM NATI ON
BY MR SPEI DEL:
Q M. Evslin, you just nentioned a nonent ago

that this is the biggest exanple of a so-called
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virtual pipeline "island" to date that you're
aware of. Wuld you happen to know of any

ot hers, any other such virtual pipeline islands
usi ng conpressed or liquified natural gas to
serve a service territory with pipelines?

Yes, | do.

Coul d you descri be them please?

Yes. W serve a gas island sonewhat different
fromthis one that was established by Vernont
Gas Systens in Mddlebury, Vernont. This is a
tenporary, not a permanent gas island. Vernont
Gas had built out its distribution systemin

M ddl ebury because it had a CPG for a
transm ssi on pi pe extension that woul d reach

M ddl ebury. However, the transm ssion pipe has
been del ayed for various reasons, and so
there's a distribution systemwhich is an

or phan.

Sir, you're very polite. You don't have to

mai ntain eye contact with ne. You can speak
into the m crophone.

Sorry. So, we were already serving a customer
down there in Mddlebury in advance of the

pi peline com ng. Vernont Gas contacted us and
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said, if the custonmer agreed, could Vernont Gas

becone our custoner. They had pi pe running
fromthat custoner site already to several
| arge institutions in the Mddl ebury area,

whi ch they were anxious to bring up on gas.

And so we reached an arrangenent good until the

transm ssion pipeline does arrive, where we

deliver Vernont Gas's gas to Vernont Gas,

off-load it in a single off-1oading station, as

woul d be done with any gas island, into the

di stribution pipe. Qur custoner is Vernont
Gas. They billed the remaining custoners and
work with the other custoners.

So, M. Evslin, are you aware of whether there
is a seven-day supply requirenent for the
installation over in the Mddlebury area?
There is deliberately not. And that's one of
the differences between this and the other.
Al of those institutions -- and this is the
reason why | think some of the institutions
here may prefer this arrangenent. All those
institutions have formally been on oil or
propane, and so they already had a backup fuel

even after they added burners for natural gas.
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Just as if they were | arge custoners of Vernont
Gas, it was cheaper for themto elect for an
interruptible supply than it was to have that
ki nd of backup.

And | should point out, M. Speidel, that
there are no consuners on this system So,
bei ng 100 percent interruptible is only
acceptable if there's 100 percent interruptible
custoners. And I'min no way recommendi ng t hat
if they're a small business or residential
cust oner who were dependent on the fuel. |I'm
just saying that the backup supply needs to be
sized for those custoners who need to be
non-interrupti bl e.

At that installation, was there sone |evel of
wai ver granted by the Vernont Public Service
Board or sone other regulatory authority to
grant this installation, also waiver fromthe
seven-day storage requirenment?

The Vernont Public Service Board doesn't have a
seven-day storage requirenent, so no waiver for
t hat was necessary. But they approved, |

beli eve -- because we were not a party to this,

Vernmont Gas was. | believe what they did is
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approve a special contract between us and
Vernmont Gas for tow ng the gas. And they
approved the arrangenent under whi ch Vernont
Gas would bill those custoners in the interim
before they becone pipeline custoners.

Ckay. Thank you.

You nentioned yesterday that, in your
general viewpoint, CNG as served by truck, is
still conpetitive with diesel. And | would
just like to ask a clarifying question.

Dd you nean diesel that's "road-tax paid"
or what we know as "No. 2 red dye, non-tax
diesel” that is actually used as No. 2 heating
oil?

Good question. Thanks for the clarification.

I nmeant the No. 2 red dye di esel because
all our -- we don't serve any trucking fleets.
We only serve commercial and industri al
customers who don't pay the road tax.

So that conpetitive advantage is still intact,
despite the lack of the roughly $1 road tax.
That's correct.

Ckay. Thank you.

Anot her question regarding oil prices and
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the conpetitive position of CNG  Yesterday you
di scussed that custoners that stayed on through
$25-a-barrel oil. Wuld you happen to have a
sense of the equivalent cost per barrel -- and
obviously there's refining costs and narketing
costs, distribution costs, transportation
costs. But for your own internal business
pl anni ng purposes, have you identified a cost
per barrel of oil that is enough to stinulate
conversions for your snaller custoners?
Well, our smaller -- there's a very delicate
| i ne, because our smaller custoners nmaintain
under dual fuel capability -- that is, they
have no capital expense to go back to oil if
t hey should choose to do so. Sonme may have
regul atory prohibitions agai nst burning nore
oil --
(Court Reporter interrupts.)

But | believe at $25 a barrel we were right on
t he borderli ne.

And you asked a question about snaller
custoners. The snaller customers pay us nore,
and they pay nore for their oil. So the

borderl i ne does nove around, depending on the
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size of the custoner.
So that $25 borderline is not just for
retention. 1It's actually -- you have seen
even in the darkest of tinmes in recent tinmes,
you' ve seen sone trickling in of custoner
interest at $25 a barrel ?
No, we have -- I'"'msorry. Mybe | answered
your question wong. W have not seen
custoners who want to do a conversi on from oi
to gas for econonic reasons at $25 a barrel.
Ri ght.
| didn't mean that. | nmeant they didn't go
back at 25 --
That's what you said yesterday --

(Court Reporter interrupts.)
That's right, M. Evslin. You said that
yesterday. But |I'mjust curious. Have you
identified a dollar -- and if it's proprietary
busi ness i nformati on you' re nervous about, you
don't have to share it. You can sinply nention
it. But is there a
dollar-a-barrel-of-oil-level that you' ve seen
that brings in the custoners?

Yeah. At current gas prices -- because, of
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course, that's also a factor, because we're
tal ki ng about the difference -- above $40 a
barrel, then you begin to get a four- or
five-year pay back on doing the conversion

And so we're tal king now about custoners who
are converting for purely econom c reasons

W t hout environnmental consideration, which may
tipit. A lot of our industry's new
prospecting is coal users. Not here in New
Engl and, but outside of New England. And in

t hat case, we're not economcally conpetitive
with coal, but we're environnentally very
conpetitive with coal. So the math i s sonewhat
different.

Thank you. M. Evslin, you' ve nentioned that
the length of contracts with your CNG custoners
vary. Wuld you be able to I et us know what
the | ongest contract you've ever entered

into -- that is, Energy Advantage has entered
I nto?

Fi ve years.

Five years is the |l ongest term Ckay. Thank
you.

MR. SPEI DEL: | believe that woul d
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answer our questions. Thank you very nuch, M.
Evslin.
CHAI RVAN HONI GBERG. M. WIIing.
CROSS- EXAM NATI ON

BY MR WLLI NG

Q
A

Q

M. Evslin, do you follow natural gas prices?
Yes.

I woul d expect so. The prices for natural gas
in Vernont and Pennsylvania are different;
correct?

Correct.

There's only one LNG supplier that offers firm
LNG i n New Engl and; correct?

| said | follow natural gas prices. But |
don't follow LNG prices in New Engl and, so |
can't answer your questi on.

I'"msorry. One LNG supplier in New Engl and.

Are you referring to district -- there are many
LNGs -- | think you nean | ocated in New Engl and
or Gulf -- there are nany suppliers who bring
LNG i nto New Engl and. That | know. | don't

know where they're | ocat ed.
You don't have any LNG installations, do you?

W do not.
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Ckay. And so you have no experience wth LNG
i nstall ati ons.

| have only what 1've |learned fromour nmajority
owner, Cl ean Energy, who has a substanti al
nunber of LNG installations. But we do not
directly serve any LNG

You nentioned that NG Advantage was the first
CNG virtual pipeline conpany in the U S.;
correct?

Correct.

What year did you begin operation?

2013.

Have any NFPA safety codes been devel oped
specifically for your application, CNG?

No, there are -- not for the -- there are NFPA
codes that apply to portions of our operations.
So, for exanple: There are very strict codes
t hat we adhere to that affect the construction
of our conpressor stations. There are NFPA
codes that govern where we can | ocate our
deconpression facilities, for exanple -- just
one point: There can't be an overhead power
line within a certain distance of where we

could put a deconpression facility there.
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There are NFPA codes that say where any bul k
use of electricity has to neet a spark-free
code and where you can use electricity freely.
Al'l of those governed portions of -- these are
pre-existing codes, and they govern portions of
our operation.

But there is no equivalent to the 59A LNG
safety code for CNG?

That's correct.

How many gas | eaks have occurred at your
Mlton, Vernont facility since you have been in
operation?

There have been three instances of trailer
venti ng.

What is the useful life of virtual pipeline CNG
equi pnent ?

Depends on the equi pment that you're talking
about. But conpressors |last for at |east 15
years. The special permt that's been issued
for the trailers by DOT is good for 15 years,
with five-year periodic reinspection and with

t he provision that says that nay be extended.
So we don't know whether it will be extended.

We have been using a useful life, which

{DG 15-155} [DAY 3] {05-06- 16}




© 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

[WITNESS: EVSLIN]

33

seens to be borne out by experience of seven
years for our deconpression equi pnent. But
none of it's reached seven years, so | can't
tell you that for sure.

And that's based on experience?

It's based on experience. W know what parts
are wearing out. Although the equipnent is
specially constructed for off-loading CNG the
conponents of the equi pnent -- the heat
exchanger, the valves and so on -- there's |ong
i ndustrial experience with, so we have sone
basis for naking that estinmate.

So you're saying that this equi pnent in real
life has lasted as long as you're saying the --
| believe I just --

(Court Reporter interrupts.)

Has | asted as long as the useful life that
you're citing. It's not just a projected
useful life w thout basis.

| think | just said the opposite. W've only
been in operation since 2013, and so these are
pr oj ecti ons.

Ckay.

But the conponents have been -- in other
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appl i cati ons have had that kind of life.
Cot it.

Do you know how nmuch LNG storage capacity
LDCs own i n New Engl and?
No, | do not.
Woul d 16 billion cubic feet sound about right?
| don't know the answer to that question. |
know t hey own a substantial anount. |'m not
trying to waffle on that.
Do you know how | ong these facilities have been
i n operation?
Yes. For a long tine before the price of
nat ural gas changed because of hori zont al
drilling and fracking, and the econom cs of our
i ndustry changed, but they are in useful
oper ati on today.
Wiy do northeast LDCs use LNG i nstead of CNG
for their operations?
They're using -- first of all, they use LNG in
exactly the way that | recommend that LNG be
used. They don't use it as their nornal fuel
because it's very expensive. They use it as a
peaki ng fuel, and they use it as a backup fuel.

So when there's high peaking, because we don't
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have enough pipeline capacity here in New

Engl and, then they use their nore expensive
LNG because they don't have any other option
They use LNG exactly as | would think that a
gas island would use it.

You stated that there is no published price for
CNG or LNG but you're confident that CNG is
cheaper. What is the basis for that assertion?
Every tine that we've made a proposal where LNG
was proposed agai nst us, we've won the bid. W
don't know what the LNG bids were exactly.

The second basis for that is that we have
| ooked at installations where either LNG --
we've gone with an open mnd into install ations
with very high demand, |ike power plants, and
| ooked at whet her LNG or CNG woul d be a better
price. Renmenber that we have very good access
to LNG supply prices through d ean Energy that
operates two |iquefaction plants and has nany
of f-take agreenents. W know what the trucking
costs are for LNG d ean Energy Conpression
owns a cryogenic unit, which nakes equi pnent
for handling LNG So we know what the capital

costs are of the LNG equi pment. And if we
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believed that we could offer a better price to
a custonmer with LNG we would nmake that bid.
And so we've done that analysis, and in no case
have we decided to bid pure LNG although, as I
said, we have bid hybrids which include LNG for
backup.

You said earlier that NG Advant age has no LNG
installations; right?

That's correct.

And so how woul d you formul ate a proposal that

I ncl uded LNG?

We woul d determ ne what price that we were
going to have to pay to self-contract for the
conponents that we don't have. W're capable
of operating a facility which includes LNG W
know t hat we can enhance our SCADA to do that.
We're very famliar with the SCADA that's used
in LNG operations by C ean Energy. W know
what trucking costs are, both from C ean Enerqgy
and from New Engl and. It includes our trucker
who haul s our CNG but also hauls LNG into New
Engl and for various people. W know from both
Cl ean Energy Cryogeni cs and anot her vendor what

the cost is for vaporization and storage
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equi prent for LNG And we know, although it
changes all the time, what the off-take prices
are at various termnals for LNG
Ckay. You nentioned yesterday your M ddl ebury,
Vernont Gas island that you work with. \Was
there a conpetitive bidding process for that?
There was not. And it's a very good questi on,
and I'Il explain the reason why Vernont Gas
didn't go through a conpetitive bidding process
for that.

W already were operating a facility in
M ddl ebury, Vernont. W already had our
of f-1 oadi ng equi pnent there. At the tine that
we signed -- and so we were already serving gas
to Cabot, Agri-Mark in this case, in
M ddl ebury. Vernont Gas believed their
pi peline would be there in eight nonths. They
did not believe that it would be practical that
anybody el se would put in off-1|oading
equi pnmrent -- typically it takes six nonths to
do that -- within that tinme period. W would
not have signed an eight-nonth contract if we
didn't already have equi pnent there. And so

that's why they did a sol e-source procurenent
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in that case. No one else had a conpressor
station on the Vernont Gas pipeline that was
al ready up and running. Sonebody coul d have
built one, but not in an eight-nonth w ndow.
And nobody el se had equi pnent that was al ready
on site and delivering gas and capabl e of
handling the volunes. It has extended from an
ei ght-nonth contract into probably a 20-nonth
contract, but it was an eight-nonth contract at
the tinme that we signed it.
Do you of fer an unbundl ed service, where you
offer to provide CNG equi pnment, but the buyer
can buy the actual gas from soneone el se?
We do not.
Ckay. Last question. You were tal king about
the size of Valley Geen's site and questi oning
whet her - -
Excuse ne. Let nme just add one thing to ny
answer to your | ast question to be conpletely
accur at e.

One of our custoners does own their
of f-1 oadi ng equi pnent. Anot her custoner has an
option to buy the off-I|oading equi prrent for a

nom nal price at the end of their contract.
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And so there would be nothing to stop them from
t hen using that equi pnent w th anot her

supplier. But we've only offered that in
conjunction with the service.

To one custoner?

| said one custoner already owns their

equi pmrent, and a second custoner has the option
to buy it at a nomnal price at the end of the
contract.

Ckay. But the other custoners don't?

The ot her custoners do not.

Ckay. You were tal king about the size of

Vall ey Green's site and expressing doubt about
whet her there woul d be enough space there to
accommbdate CNG to make it truly part of Valley
Geen's project. Do you recall the size of the
parcel that Choice Storage owns?

No. Excuse ne. Wat | questioned was whet her
any space had been -- whet her any provisions
had been made into the plan, where there's a

| ar ge anmount of space there. However, what |
don't -- and the diagramis very specific about
how t he LNG works, but there isn't any | evel of

pl anni ng for how CNG wor ks.

{DG 15-155} [DAY 3] {05-06- 16}




© 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

[WITNESS: EVSLIN]

40

What | said is | didn't see "a space,”
Not that | didn't see space. | didn't see a
space on there that was for CNG refueling or
had been configured for a CNG off-1oad unit.

Q And you recognize that we're at a fairly early
point in the devel opnent process; right?

A "' msorry?

Q We're at a fairly early point in the
devel opnent process for Valley G een; would you
agree?

A I would. You're at a point where you're
desi gni ng the LNG

(Court Reporter interrupts.)

Q Woul d you agree that a 182-acre parce
subdi vi ded at sone | evel would be sufficient
to --

A Absolutely. And | hope you will include CNG

Q All right. No further questions.

CHAI RVAN HONI GBERG.  Conmi ssi oner
Scott.
CMSR. SCOTT: Thank you.
| NTERROGATORI ES BY CMSR. SCOITT:
Q Good norning. One of the discussions really

revol ved around commerci al and i ndustri al
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custonmers. There's been very little discussion
about residential custoners. And | assune
that's because there's a quantity of -- you
know, there is a scaling issue here, and

obvi ously you | ook at the bigger custoners to
drive the econom cs of this.

That's correct, Comm ssioner.

So ny question is: \VWiat's preventing sone of
t hese | arger custoners now fromto doi ng what
Cl ean Laundry [sic] and Dartnouth are already
doing? Wy isn't that happeni ng ot herw se?

As M. Canpion testified, it takes a very | ong
time for Dartnouth University, which is the

bi ggest potential custoner there, to nake a
deci si on on which way they want to nove. |

t hi nk the econoni cs have been favorable for a
long time for themto convert to CNG They do
have a practical problem-- and this is one of
the reasons why granting this franchi se nay
hel p. Their boiler house is |ocated on The
Green. And the prospect of LNG storage or CNG
unl oading facilities on the Dartnouth G een
isn't very appealing. And so, sonehow, sone

pi pe would have to be built in order to serve
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t he Dartnouth boiler house which is | ocated
right there, and one of the reasons why I
support the franchi se.

O course, Dartnouth-H tchcock, the second
| argest potential custoner, has converted pipe.
West Lebanon has. | would like to think if we
had been around when the cleaners went to LNG
they'd be on CNG now. But they went to LNG
before the CNG opti on was avail able to them

Most ot her potential custoners in that
area are too snmall to be served to stand-al one
custonmers. And that's one reason why it would
be very, very good that there be a franchi se,
so that demand can be aggregated and those
custoners can be reached. Even in M ddl ebury,
we're only serving C &1l -- or Vernont Gas is
only serving C & | custoners on their virtual
pi peline. But two of the four custoners would
have been too small for us to serve on their
own and so they get the advantage of that
aggr egat ed denand.

Thank you.
CHAI RVAN HONI GBERG.  Conmi ssi oner

Bai |l ey.
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| NTERROGATORI ES BY CVSR. BAI LEY:

Q | just have one question for you to clarify
sonet hing to nake sure | understand what you
sai d.

Wien you were tal king about the cost of
CNG is less than the cost of LNG you talked
about the fixed costs and the commobdity costs.
And did | understand you to say that it's
really the fixed costs that are | ower for the
CNG application than the LNG application and
that the commopdity costs are simlar, or the
compdity costs vary simlarly?

A Good distinction. | said it's the fixed cost
which is simlar, where CNGis |ower in nost
cases. |If you were trucking a thousand ml es,
LNG woul d be lower. But we're not talking

about doing that. The commobdity costs vary

simlarly. They' re not identical only because

the liquefaction plant and the conpression
station may not be at the sane place on the

pi peline. W have the ability to take gas

43

either from Ki nder Morgan here in Penbroke, New

Hanpshire, or from Vernmont Gas, which is

actually a TransCanada supply. And so we're
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able to get the lower, the lowest -- in the
winter, it's cheaper to get the gas in MIton,
and in the summer it's cheaper getting the gas
here in Concord. And so we can play with those
comodity prices to the advantage of our
custonmers. And if you had a single

| i quefaction plant, it mght well be | ocated,
it mght not be. And if your off-take
agreenent is only with a single plant, and its
pri ce goes up, you sort of have a problem But
usual |y LNG can be al so sourced froma variety
of different plants, so you can seek out the

| owest underlying commodity cost.

Thank you.

| NTERROGATORI ES BY CHAI RMAN HONI GBERG

Q

M. Evslin, | understand from your testinony,
the witten testinony and what you said today,
that you believe there should be a franchise
granted in this area; correct?

That's correct.

Just not necessarily the way this one is
structured.

Right. And | believe no matter who it's

granted to, it should have conditions that
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assure the best price.

My question is: You seemto know a | ot about
this, and you have given a | ot of thought to
it. Wiy aren't you trying to get this
franchi se?

We are -- have nmade a decision to be in only
unr egul at ed busi nesses.

That's a fair enough answer, and | can
under st and why one would sonetines not want to
be reqgul ated by this group.

Wth all due respect, sir.

Under st ood.

CHAI RVAN HONI GBERG  Ms. Ceiger, do
you have any further questions?

M5. GEIGER: M. Chairman, if | can
approach very quickly and speak with nmy w tness
for a nmonent, | may have no further questions.

CHAI RVAN HONI GBERG. Go ahead.
(Counsel and witness confer off the record.)

M5, CGEICER  Yes, M. Chairman, |
think | just have one question to clarify the
record. | believe | heard, M. Evslin, in
response to a question from M. Patch, indicate

his | ack of responsiveness to an RFP
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in the application that was filed by Valley

G een.

M5. CGEl GER  Thank you, M. Chairnman.

| have no further questions.

CHAl RMVAN HONI GCBERG. Al l right.

Thank you, M. Evslin. You can return to your

seat .
| believe, M. Patch, your
W t nesses are next.
MR PATCH. M. Chairman, while
they're comng up, | don't know if anybody

needs a copy of the January 15, 2016, direct

testinmony of M. dark and M. Miullen. | have

extra copies. But ny understanding is you

don't need copi es.

46
REDI RECT EXAM NATI ON

BY M5, CElI GER
Q M. Evslin, did you mean to say you did not

respond to the volunes contained in the

prefiled testinony of Valley G een?
A Yes, | did. There was no RFP and | --

(Court Reporter interrupts.)

A And | neant the prefiled testinony, the

volunes -- to be precise, the volunes that were
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CHAI RVAN HONI GBERG.  Looks i ke
you' ve got one taker, M. Patch.
O f the record.

(Di scussion off the record.)

47

(WHEREUPQON, STEVEN E. MJULLEN and W LLI AM

J. CLARK were duly sworn and cauti oned by

the Court Reporter.)
DI RECT EXAM NATI ON

BY MR PATCH:

Q

Good norning, M. Miullen and M. Cark. Wuld

you each pl ease state your name, beginning wth

you, M. Muillen.

(Mullen) My nane is Steven E. Mill en.
(Adark) WlliamJ. d ark.

By whom are you each enpl oyed, and in what
capacity?

(Mullen) I am enployed by Liberty Uilities
Service Corp. |I'mthe nanager of rates and

regul atory.

(Adark) And I am enpl oyed by Liberty Uilities

Service Corp., business devel opnent nanager
New Hanpshire.
Coul d you each give the Conm ssion a brief

summary of your qualifications.

f or
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(Mullen) Certainly. 1In addition to being a
certified public accountant, |'ve been in the
regul atory arena for approxinately 20 years.
|'ve been at Liberty for approxinmately two
years. And before that | was enpl oyed by the
New Hanpshire Public Uilities for 18 years.
(A ark) And | have been in the gas utility

i ndustry for 23 years, and titles ranging from
operation, sales, nmarketing and now busi ness
devel opnent .

Are you the sane individuals who submtted
prefiled testinony in this docket, dated
January 15th, 20167

(Mull en) Yes.

(dark) Yes.

And that includes six attachnents to the
testinony; is that correct?

(Mull en) That's correct.

(d ark) Yes.

And there are 23 pages in that testinony.
(Mullen) Yes. The testinony itself has 23 text
pages, which end on Bates 25, and goes to the
end of the attachnents that ends on Bates 37.

MR PATCH: M. Chairnman, | would ask
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that that testinony be marked as the next
exhi bit.
CHAI RMAN HONI GBBERG. That wi |l be

Exhi bit 15.

(Exhibit 15 nmarked for identification.)
Thank you. Do you have any correction or
updates to the prefiled testinony?
(Mull en) No.
If you were asked the same questions today
under oath, would your answers be the sane?
(Mul ' en) Yes, they woul d.
And M. dark, that's true for you?
(d ark) Yes.
In Iight of the supplenental testinony that
Vall ey Green has filed and the testinony that
was of fered yesterday on the stand, is there
anything that you would like to tell the
Conmm ssion to support the prefiled witten
testi nony you submtted in January?
(Mullen) I would just say that the concerns
expressed in the testinony have not changed.
In fact, probably the concerns are even a
little stronger. Yesterday we heard that -- we

confirnmed that Valley G een does not have any
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enpl oyees, doesn't have a tinetable for hiring
any. It does not still have binding agreenents
wth its contractors. And as we heard
yesterday, the terns of the whol e arrangenent
seemto change -- keep changing. The tank now
Is going to be owned by an affiliate. Even the
Exhi bit 11 that was produced this norning, |
was able to take a quick | ook at the | ease
agreenent. Now, | understand it's a draft

| ease that was between Valley Geen Natural Gas
and Choice Storage. It appears that that woul d
have to change related to the change in
ownership for the storage tank. So, along with
t he concerns we had about affiliates, there was
sone di scussi on yesterday about not really
bei ng sure which conpanies would be affiliates
or not. That |eads to cross-subsidization
concer ns.

Anot her concern we had in our testinony
was about a |lack of an RFP process. And at
different tinmes yesterday, we heard that there
was -- they still did not plan to use RFPs, and
t hen we heard that they weren't totally ruling

it out. So, the concerns that we have, or had
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in the prefiled testinony, really have not
changed.

(Cark) I would concur.

And M. Millen, you were referring | believe to
what's been nmarked as Exhibit 11, the | ease
agreenent between Choi ce Storage and Vall ey
Green that was handed out this norning;
correct?

(Mul I en) Yes.

And did you have a chance to | ook briefly at
Exhi bit 12, which was the third and fourth
anmendnents to the MOU?

(Mull en) Yes, briefly.

And M. Evslin, | think, pointed out that even
with the fourth anmendnent, the date in that
amendnent has since expired. |Is that your
under st andi ng?

(Mullen) Yes. As I'mlooking at it, the date,
the expiration date is January 21, 2016.

And it appears to ne that that anendnent as
drafted replaces a June anendnent, but it
doesn't refer to the third anendnment which
actually took place in the interim Is that

fair to say?
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(Mullen) I haven't | ooked at it in that
particular detail. | was |ooking nore at the
dates. But | will certainly take that, subject
t o check.

Wll, for exanple, if you | ook at paragraph --
or Section No. 2 on Page 1 of the fourth
anendnent, it says Section IV termof the MU
I s anended by replacing June 30th, 2015 with
January 31st; correct?
(Mul ' en) Correct.
But then, if you look at the third anendnent,
It says Section IV of the terns of the MU is
anended by replacing June 30th with
Septenber 30th. So, given that, shouldn't the
fourth anendnent have repl aced the
Sept enber 30t h date?
(Mul I en) That woul d nmake | ogi cal sense to ne.
That's all the questions | have.

MR. PATCH:. The wi tnesses are
avai | abl e for cross-exam nati on.

CHAI RVAN HONI GBERG. M. Corwi n, do
you have any questions for these w tnesses?

MR CORWN:. No, thank you.

CHAI RVAN HONI GBERG Ms. Arwen, do
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you have any questions for these w tnesses?
M5. ARVEN. No, thank you.
CHAI RVAN HONI GBERG. Ms. Ceiger?
MS. CGEl GER:  No, thank you.
CHAI RVAN HONI GBERG. M. Cicale?
MR, CI CALE: No, thank you.
CHAI RVAN HONI GBERG. M. Spei del .
MR, SPEI DEL: Yes, M. Chairnman.

CROSS- EXAM NATI ON

BY MR SPEI DEL:

Q

Gent | enen, having read your testinony, there is
one section that junped out at nme and Staff a
little tiny bit. Let's see. Ah, yes, here it
I'S.

On Bates Page 10, there's sone di scussion
of the contingent nature of nmany of the
arrangenents between Valley Geen and its
expected contractors. |In general terns, is it
fair to say that Liberty Uilities, the parent
conpany, is a relative newconer to the New
Hanpshire utilities scene?

(Mullen) That's a fair statenent. | nean,
Liberty UWilities cane into the state in

m d- 2012.
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Now, the EnergyNorth subsidiary of which

Li berty Utilities owns currently in the state
of New Hanpshire, that goes back quite a ways.
Doesn't it go all the way back to the pre-Cvil
War Concord, Manchester, Nashua gas conpani es?
Has it been in existence for that long, if you
do a successor-in-interest | ook-back?

(Mullen) If you start goi ng back through the
vari ous entities over tine, yes.

So the actual gas subsidiary of Liberty
Uilities has been in New Hanpshire for a | ong
time. Pretty much 150 years; isn't that fair
to say?

(d ark) Yes.

(Mul I en) Yes.

So there's a |l ong history of personnel,
practices, physical plant that's accunul at ed
over that time frame. Wuld you agree with

t hat ?

(A ark) Correct.

Now, the question |I would have is: Wat if the
subsidiary was not able to build on such a

hi story of devel opnental progress? What if it

had to start fromscratch? Wuld it be likely
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to enter into contingent arrangenents with
potential suppliers and contractors, or would
you expect that it would instantly enter into
bi ndi ng agreenents, even though it hadn't quite

got the franchise yet?

A (Mul'l en) Are you tal king about a hypot heti cal

subsi di ary?

Q In so many words, yes. But would the business
practices of the conpany allow for firm
agreenents, do you think, at such an early

stage i n devel opnent ?

A (Mul'len) 1| think that woul d depend on the facts

and circunstances that existed in any
particular situation. | nean, trying to think
t hrough all the inplications of such a
hypot heti cal situation w thout nuch detail
behind it, | can't really give you a definite
answer .
Q Thank you very nuch
MR, SPEIDEL: No further questions.
CHAI RVAN HONI GBERG. M. WIIing.
CROSS- EXAM NATI ON
BY MR WLLI NG
Q Ckay. Just on the subject of the MU, the MU
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bet ween Vall ey Green and Gul f, you recognize
that the MOU as anmended i s or was non-bi ndi ng;
correct?

(Mul I en) Yes.

So the expiration that occurred was the

expi rati on of a non-binding agreenent; correct?
(Mull en) That sounds fair.

Ckay. Wuld you agree that there's a history
between Gulf and Valley G een of continuing
their relationship, starting with the MU and
its anendnents, and continuing with M. Carrol
bei ng here for his testinony?

(Mullen) Oxher than -- you know, | think the
Comm ssion has to base its determ nation on the
docunents it has in front of it and the
evidence. It's kind of hard to say what the
intentions of various entities are and how to
base a deci sion on that.

Ckay. Sir, your basic testinony is that Valley
Green doesn't have the necessary expertise
because it doesn't have enpl oyees, doesn't

have, you know, fully devel oped-out utility
busi ness, doesn't have binding contracts to

provide; is that correct?
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(Mullen) Well, | think the Comm ssion has to
make a determ nati on about whether the entity
that has applied to be a utility has the

requi site technical, financial and manageri al
expertise. And when you don't have binding
contracts, you don't have particul ar enpl oyees,
you don't have job descriptions, | don't know
how t he Conm ssion coul d nake such a

determ nati on, because there's really |ack of
any definite facts.

So, basically you' re saying that Valley G een
shoul d have done those things before filing its
petition to get a utility franchi se?

(Mullen) I think that certainly having sonme of
those things in line, or even sone, you know,
nuch nore formal agreenents, or sone job

descri ptions and how they were going to fill

t hose, sone sort of tinetable, right now, as I
went through this, this application, | was |eft
scratching ny head a lot in ternms of exactly
how t he Comm ssion could nmake a determ nati on.
Wul d it nmake any busi ness sense to do these

t hi ngs before actually getting a utility

franchi se?
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(Mullen) Well, I think if you want to get a
utility franchise, then you need to neet the
requirements. | think it certainly nmakes sense

to do as nmuch as you can.
Doesn't your position boil down to this: Only
an existing gas utility can be a utility?
(Mul I en) No.
Il think 1'll leave it at that.
MR WLLING No further questions.
CHAI RVAN HONI GBERG:  Conmi ssi oner

Scot t.

| NTERROGATORI ES BY CVBR. SCOIT:

Q

Thank you. | think this is for M. Millen, but
whoever, again, would like to answer is fine
wth me.

Earlier yesterday we heard M. Canpion
talk -- and |I'm paraphrasing here, so |
apol ogize if | get anything wong. Wat | got
out of sone of his discussion was the reason
why he wanted to have a franchise is, you know,
to see gas service presumably | ow cost and fuel
oil be provided to that area; so, economc
devel opnent type of issue. W've also heard

testi nony, sone assertion that having two
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potential franchise areas being in the offing
Wi th conpeting dockets conplicates trying to
sign up custoners in advance.

So, ny question to Liberty is: Have you
tried to -- to ne, one of the obvious things
was to try to work together. You have one
entity saying we really want to see gas service
in this area and another entity wanting to
provi de gas service in the area. Have you
tried to work together?

(dark) W' ve had sone conversations, but |
think both parties were too far down the |ine
with the applications to have seri ous
di scussi ons.
CVMBR. SCOTT: That's all | have.
CHAI RMAN HONI GBERG.  Conmi ssi oner

Bai | ey.

| NTERROGATORI ES BY CVSR.  BAI LEY:

Q
A

Q

Good nor ni ng.

Good nor ni ng.

Were you here yesterday when the w tness panel
fromthe Applicant testified?

(Mul I en) Yes.

(d ark) Yes.

{DG 15-155} [DAY 3] {05-06- 16}




© 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

[WITNESS PANEL: MULLEN|CLARK]

60

Ckay. | asked a | ot of questions about safety
and reliability. M questions are about how
you ensure safety and reliability with your
enpl oyees at your gas conpany. So, other than
the president, who's ultimately responsi ble for
the safety and reliability of service? Wo
woul d you say in your conpany is responsible
for ensuring that aspect of the service?

(d ark) Dependi ng on which nature of the

busi ness, we have different |evels of
responsibility. W have a training center

| ocated in Concord that has specific gas
training for our field operations people, as
well as our supervisors. W also have outside
and inside training for our LNG operators for
our plants, our propane and LNG plants. And we
have a director of operations on staff that
oversees our supervisors as well on the gas

si de.

(Mul 1l en) We al so have an Environnental Health
and Safety Departnent that covers safety not
only in the field, but also at our various
buil dings. And the director of that has the

ultinmate responsibility for safety in various
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aspects of business.

So |'"mspecifically focused on the distribution
system | understand the training is

i mportant. But the director of operations,
woul d you say he's the person --

(A ark) Director of operations.

And do you know how many enpl oyees work for
hin? | mean, you obviously have a much bi gger
territory to serve.

(Cdark) If you include the union enpl oyees,

t hat would be over a hundred. | think about
120.

Ckay. Do you have any idea what the average
salary of the union enployees is, or the

enpl oyees who are responsi ble for operations
and mai ntenance of the distribution systenf
(Mullen) 1'"d hate to hazard a guess. | don't
know, offhand. W can get that for you if you
need it. But offhand, |I'mnot sure.

(d ark) The supervisors and managers are
salaried. The union is hourly wages. So we
can get you sone average with overtine.

That woul d be good. Al right. Just an

average for one person, and then | can apply
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t hat .
A (d ark) Both managenent and union? Front-Iline
supervi sor and a union --
Q Yes.
CHAI RVAN HONI GBERG. So is that a
record request, Conm ssioner Bailey?
CVBR. BAI LEY:  Yes.
A (Mul'l en) And you want that fully | oaded wth
benefits?
Q Could you give it to ne with and w t hout
benefits?
A (Mull en) Yes. Sure.
Q All right. Thank you
CHAI RMAN HONI BBERG  So, M. Patch,
do you understand the request? That wll be
No. 16.
(Exhibit 16 reserved.)
CVBR. BAI LEY: Thank you. That's all
| have.
| NTERROGATORI ES BY CHAI RVAN HONI GBERG
Q M. Millen, 1"'mgoing to direct these to you
because you seemto be the one who was offering
up the answers regardi ng enpl oyees and

contractors and what woul d be required.
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Can you outline how a new entity m ght go
about establishing the proper credentials to
obtain the utility status? Because | can
appreciate a new entity's unwillingness to
commt to hiring a slew of people w thout

know ng that they're actually going to have a

busi ness. How woul d they go about that, in
your Vi ew?
(Mullen) Sure. | think as a start, if you turn

to Bates 30 of our testinony, this is a copy of
t he proposed organi zation chart. And | think,
starting wwth that, if the Applicant were to
cone in and say, Ckay, here's how we want to
set the conpany up, and for each of these jobs
that are listed here, here's who they're to be
enpl oyed by -- because as | understand this
chart, they're not all going to be enpl oyed by
Vall ey Green. Some would be by Tri-Mnt, sone
would be by Gulf, sone would be third-party
contractors. For those various positions, then
t hey could have a detailed job description
about what they expect each one of those

i ndi vidual s to be doing, who would be reporting

to whom and exactly how t hose reporting
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requi renents kind of go up and down the |ine.
Each one of those should have vari ous
responsibilities. R ght now, all | see are --
| understand you see it being conpletely
deficient. I'mtrying to get a sense of what
woul d be sufficient rather than -- I'mnot -- |
understand this is sonmewhat hypothetical. But
what woul d be sufficient, in your view?
(Mul ' en) Ckay. So, that's for the enpl oyees.

Now, for the contractors, they've only
described in general terns what they intend for
those parties to do. | think they could have
at | east provided sonme draft formof contracts
that laid out in much nore detail exactly who
was going to be -- which contractor was goi ng
to be responsible for what. Part of this goes
to what we heard yesterday when there was a
question of who's ultinmately responsi ble for
safe and reliable service. And even then, |
think there was sonme -- they were unsure about
whet her it was going to be a contractor or --
Again, | got that. | understand that. |[|'m not
trying to rehash yesterday's testinony.

Because | know you have experience with this,
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I"'mtrying to get a sense what is the m ni nrum

at what poi nt does soneone get over the |line?

A. (Mullen) Where | was going with that was, if

that was laid out in nuch nore detail in some
docunents and contracts, even in their draft
formfor the Conmm ssion to review, you'd have a
much better idea how those were |aid out.
Q All right. Thank you. That's all | have.
CHAI RVAN HONI GBERG. M. Patch, do
you have any further questions for your
W t nesses?
MR. PATCH. No further questions.
Thank you.
CHAl RMVAN HONI GBERG.  All right. You
gentlenen nay return to your seats.
O f the record.
(Di scussion off the record)
(VHEREUPQN, PRADI P K. CHATTOPADHYAY was
duly sworn and cautioned by the Court
Reporter.)
DI RECT EXAM NATI ON
BY MR (Cl CALE:
Q Good norning. Wuld you pl ease state your nane

and occupation for the record.
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My nane is Pradi p Chattopadhyay, and | amthe
Assi stant Consuner Advocate with the Ofice of
Consuner Advocat e.

Dr. Chattopadhyay, do you have a copy of the
20- page docunent that was premarked as your
direct testinmony in front of you?

Yes, | do.

Is this an accurate copy of the prefiled
testinony that you provided to the Conm ssion
on January 15, 20167

Yes.

This testinony consi sted of nine pages and four
attachnents; is that correct?

That is correct.

Do you have any corrections or updates to the
prefiled testinony?

Just to the extent that | had a question in the
t esti nony about what other testinonies are
provided. This was witten on January 15th.
We are in May right now |'ve done two other
testinonies: One of themis the DG 15-289 and
the other is DG 15-494. So | just wanted to
state that, to be accurate.

Dr. Chattopadhyay, if you were asked the sanme
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questions today under oath, would your answers
be the sane as they are contained in the

testi nony?

G her than what | just nentioned before this,
yes.

MR C CALE: M. Chairnman and
Conmmi ssioners, | would |Iike perm ssion to ask
that we mark Dr. Chattopadhyay's testinony for
identification as Exhibit 16, is it, or 17?

CHAlI RVAN HONI GBERG  Sevent een.

MR CICALE: And the attachnents
cont ai ned t herein.

CHAI RVAN HONI GBERG. Before we do
that, | think in the list, the unredacted,
confidential version has a No. 9 reserved for
it, and | assune that there's a redacted
version that we don't have that would al so be
mar ked. |s that what's happeni ng?

MR CICALE: No, no, that's ny
m stake, M. Chairman. The prenmarking of 9 is
sufficient for the purposes of
Dr. Chattopadhyay's testinony.

CHAI RMVAN HONI GBERG.  Wel |, don't we

need in the record the unredacted version?
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Because, | nean, without |looking at it in
detail as I"'msitting here, there are parts of
the testinony that are not confidential; are
there not? | nean, the filing letter I'll note

says there was one redacted original filed with
t he redacted version. So there is a redacted
versi on.
MR WLLING For what it's worth,
t he confidential version has the gray shading.
CHAI RVAN HONI GBERG. | have no doubt
that's true. So there is a redacted version.
MR CICALE: That is correct. W're
nore than happy to mark that as an exhibit as
wel | .
CHAI RVAN HONI GBERG.  So we' || make
t he redacted version No. 17. The unredacted
version is No. 9, because that nunber was
al ready reserved for it. So, 17 wll be the
redact ed versi on.
(Exhibit 17 marked for identification.)
CHAI RMAN HONI GBBERG. | ' m going to ask
you, M. Cicale, to work with Staff and the
clerk's office to get that in the record and

where it needs to be. Ckay?
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MR CICALE: Certainly.

CHAI RMAN HONI GBERG. Al |l ri ght.

MR. CICALE: | have no questions for
the witness on direct exam nation at this tine.
He's avail able for cross.

CHAl RMAN HONI GBBERG Al l right. Ms.
CGeiger, do you have any questions for
Dr. Chattopadhyay?

MS. CEl GER.  Yes, please.

CROSS- EXAM NATI ON

BY Ms. CElI GER

Q Good norning, Dr. Chattopadhyay. Can you hear
me okay?

A Yes.

Q Coul d you please turn to Page 9 of your
prefiled testinony.

A. Yeah.

Q And there, on Line 6, you stated, "Wether the
requested franchise is in the public interest
requi res understanding the rate i npact of
conpany i nvestnents on each and every customer
class, including the residential customer
class.” |Is that your testinony?

A That is correct.
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Q Do you have sufficient information in this
docket to form an opinion as to whether or not
you have -- or do you have an understandi ng of
what the rate inpact of this franchise request
is on custoners in the franchise area?

A Not at the granular level that | would like it
to be. So | don't have sufficient infornmation
to informnyself about exactly what different
cl asses woul d be faced w th.

Q Thank you. | have no further questions.

CHAI RVAN HONI GBERG. M. Corwi n, do
you have any questions?

MR CORW N No.

CHAI RVAN HONI GBERG Ms. Arwen?

M5. ARVEN: No.

CHAI RVAN HONI GBERG. M. Patch?

MR PATCH:  Yes.

CROSS- EXAM NATI ON

BY MR PATCH:

Q Good norning. | have a coupl e of questions.

A Good nor ni ng.

Q l"mreferring to Exhibit 17, the redacted
versi on, but the page nunmbers | believe are the

sane.
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On Page 6 of your prefiled testinony,
Lines 3 to 5, you say that Valley G een has
provi ded sone projections, but they cannot be
construed as definite plans to provide natural
gas service to residential custoners even
several years after the inception of the
franchi se; correct?

(Wtness revi ews docunent.)
That is correct.
And then the sane page, Lines 15 to 17, citing
this docket and al so DG 15-289, you say t hat
anong the issues the OCA wants to highlight is
that a thorough exam nation of the franchise
request requires addressing unique inplications
of a start-up entity being granted a franchi se
as opposed to an existing utility being granted
the sane franchise; is that fair?
That is fair.
Later, actually on Page 8, you say that,
although it is not a foregone concl usion, nore
experience in regulated utility business can
| ead to manageri al and technical advantages; is
that fair?

Can you just point ne to the |Iine nunbers,
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pl ease?
Ckay.
You sai d Page 8.
Page 8, yes, Line 19.
Ckay. That is correct.
And then you go on to say, "An experienced
utility with a pre-existing custoner base and
infrastructure can provide | ong-term advant ages
resulting in desired cost-effectiveness;
correct?
Agai n, can you just give ne the |line nunber? |
want to be sure.
It's right at the bottomof that page. | think
It's 22 and 23.
(Wtness revi ews docunent.)

Li ne 22 and 237
Yes.
That is correct.

MR. PATCH. That's all the questions
I have. Thank you.

CHAI RVAN HONI GBERG. M. Spei del .

MR. SPEI DEL: Thank, you M.
Chairman. | don't have any questi ons on behal f

of Staff. However, | would |like to nention
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sonet hi ng regarding the OCA testinony that's
redact ed.

CHAlI RVAN HONI GBERG.  Sur e.

MR SPEIDEL: | don't think it has to
be refiled with the clerk. | believe, derk

Deno, at Tab 38, the redacted testinony has
been prefiled into the docket book. So I
bel i eve under the 200 Rules, if you have that
avai l able i n your docket book, we don't have to
have a refiling. It can sinply be noticed as
Hearing Exhibit 17.

CHAI RVAN HONI GBERG.  Perfect. Thank
you, M. Speidel. Thank you, M. Deno.

M. WIIling, do you have

questions for Dr. Chattopadhyay?

MR WLLING | do not.

CHAI RVAN HONI GBERG.  Conmi ssi oner

Scott.

| NTERROGATORI ES BY CVBR. SCOIT:

Q

Thank you. |'msure you recall yesterday there
was sone di scussion about what | think the
Applicant ternmed the "Catch 22" in that, to
expect to have custoners in advance of having a

franchi se was problematic for them Do you
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remenber that?

Yes, | do.

Is it your opinion that it's reasonable to
expect sone | evel of custoner comm tnent before
granting a franchise?

That is ny position.

Thank you.

CHAI RVAN HONI GBERG.  Conmmi ssi oner
Bai | ey.

CMSR. BAILEY: No questions. Thank
you.

| NTERROGATORI ES BY CHAI RVAN HONI GBERG

Q

Dr. Chattopadhyay, you heard ny questions to
M. Millen earlier?

Yeah.

Do you agree or disagree or have different

t houghts fromwhat M. Millen said on that
question?

Can you rem nd ne again exactly what it was?
What shoul d a new conpany have in place in
order to satisfy the requirenents of being a
utility, in your view?

| can speak to it very generally. | would find

that for a new conpany or a new entrant that is
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requesting a franchi se, obviously there are
huge costs to have things to the | evel of
al ready hiring people who will be doing exactly

what they're told to do. So, yes, in a general
sense, nore information is hel pful as to what
the conpany is wishing to do with regards to
personnel and what the plans are. But | also
understand the situation that, when you're
requesting a franchi se and you don't know
whet her you're going to get it or not, that a
new entrant is in a different position than an
existing, say, utility that has a | ot of
experience and have al ready people who have
simlar experiences as to howa utility should
be run. You know, those two situations are
very different.
I don't have any ot her questions.

CHAI RVAN HONI GBERG. M. Cical e, do
you have any followup for your w tness?

MR CICALE: Nothing further. Thank
you, M. Chairnan.

CHAI RVAN HONI GBBERG. Al l right. Dr .
Chat t opadhyay, | think you can return to your

seat .
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And | also think it's tine to
take a short break. So we're going to break
for 15 m nutes, and when we cone back we'l
hear from Staff's w tnesses.

(Wher eupon a brief recess was taken at
10: 24 a.m, and the hearing resuned at
10: 44 a.m)

(VHEREUPQN, STEPHEN P FRI NK, RANDALL S.
KNEPPER and ROBERT J. WYATT were duly
sworn and cautioned by the Court

Reporter.)
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CHAI RVAN HONI GBERG M. Speidel, you

may proceed.
MR. SPEIDEL: Thank you, M.
Chairman. | would like to introduce Staff
Wt nesses Frink, Knepper and Watt.
DI RECT EXAM NATI ON

BY MR SPEI DEL:

Q

M. Frink, could you please state your ful
nanme and business title.

(Frink) Steven P. Frink, and |I'mthe Assistant
Director of the Gas and Water D vi sion.

Coul d you very briefly sunmarize your

educational history, in terns of degrees
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awar ded.

A (Frink) 1 have an under graduate degree and
bachelor's of arts and nmaster's degree in
busi ness adm ni strati on.

Q Thank you. \What was your role in Staff's
eval uation of the Valley G een franchi se
request ?

A (Frink) 1 evaluated the economc feasibility of

the project; so, mainly | ooking at their
fi nances.

Q So, as part of your responsibilities in
reviewng this filing by the petitioner, did
you prepare the testinony that was filed on
January the 15th of 2016 in your nane?

A (Frink) Yes, | did.

MR SPEIDEL: And that is, for the
Clerk's benefit, within the docket book at Tab
No. 37. And | would request that this be
mar ked as Hearing Exhibit 7.

CHAI RVAN HONI GBERG.  That nakes
sense. It's on the list.

(Exhibit 7 marked for identification.)
MR. SPEIDEL: Thank you.
BY MR SPEI DEL:
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M. Knepper, could you pl ease state your name
and title here at the Conm ssion.

(Knepper) Randall S. Knepper. |I'm Director of
Safety and Security.

And coul d you pl ease briefly sunmmari ze your
educati onal background.

(Knepper) Yes. | have a bachelor's and
master's degree in engi neering, both nechani cal
and civil engi neering.

And what was your role in the evaluation of the
Vall ey Green franchi se request?

(Knepper) We | ooked at particularly the

engi neering, operations, safety and security
aspects of the project.

Thank you. M. Watt, could you state your

full nanme, please, and also your title for the
record.

(Watt) My nane is Robert Watt, and | amthe
Assistant Director of the Safety D vision at
the New Hanmpshire Public Uilities Comm ssion.
And what was your role in the evaluation of the
Val l ey Green franchi se request?

(Watt) | assisted M. Knepper in review of the

operati ons aspects of the conpany, and
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primarily focused in on the seven-day storage
requi rement.

And is it correct that you have |ong industry
experi ence in gas operations?

(Watt) That is correct. | have 27 years |
wor ked for EnergyNorth and earlier conpanies
prior to EnergyNorth, but the sane conpany,
basically. And ny primary professional career
at EnergyNorth was in the gas supply area of
gas di spatch and senior gas supply anal yst.
Thank you, M. Watt.

M. Knepper, and M. Watt, |I'd ask you to
respond in sequence. Did you each have a role
in the preparation of the testinony filed under
your nane on January 15, 20167
(Knepper) Yes.

(Watt) Yes.
And you do recogni ze the nmaterial that was
filed as your testinony.

MR SPEIDEL: And to the clerk, it is
at Tab 34. | would ask that it al so be marked
as an exhibit. That would be Exhibit 8.

CHAI RVAN HONI GBERG. Exhi bit 8.

(Exhibit 8 marked for identification.)
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M. Knepper, would you be able to provide sone
further explanation of your testinony, in |ight
of what you've heard over the last two days in
testi nony and presentations by the other
parties.
(Knepper) Before | answer that question, can |
make a couple corrections to the prefiled
testi nony?
You do have corrections to nake, sir? Ckay.
(Knepper) They're minor, but | just want to
make sure they're in the record.
Ckay. Thank you. Go ahead, pl ease.
(Knepper) Page 7 of the prefiled testinony,
Line 4. 1'd like to change the word "are,"
A-R-E, to "area." So, add the letter A at the
end so it says "area."
All right. Any others?
(Knepper) Page 9, Line 19, the word "I eaks,"
L-E-A-K-S, should be changed to "l eads,"
L-E-A-D- S

And | ast one | have is Page 10, Line 19,
add the word "to," T-O, after the word "apply."
Ckay. Well, M. Knepper, thank you for those

corrections.
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Do you have any further explanation of
your testinony, in |light of what you've heard
over the |l ast two days?
(Knepper) Just that this has -- the context
shoul d be given.

W wote this in January. It seens to be
sonewhat of an evolving project that we' ve
heard into May. And so what we wote, sonme of
t hat was based on what was -- what we exam ned

t hen.
And M. Watt, do you have any further
expl anation of your testinony in |ight of what
you' ve heard over the | ast coupl e days?
(Watt) First of all, 1'd like to just add, if
I may, | do have a bachel or of science degree
from New Hanpshire Col |l ege, now known as
Sout hern New Hanpshire University; it was in
techni cal managenent. And | have an associ ate
degree in el ectronic engi neering.

And to answer your question as regards to
t he seven-day storage requirenent, we had
initially met with -- Staff had initially net
with Valley Geen al nbst a year before the

docket was opened. They presented a concept ual
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pl an of what they were going to do. And after
that neeting, | did have a side conversation
with one of the Tri-Mnt engi neers about
expectati ons on the seven-day storage
requi rement and shared with himinfornation
sources that are avail able for Concord, New
Hanmpshire degree days -- if they can get degree
days specific to Lebanon, that woul d be
acceptable as well -- but degree days, and send

out daily -- send out requirenents would be
very useful in doing regression analysis com ng
up with heat | oad and base | oad coefficients to
determ ne denand. Just went over sone of the
basics of that. [|I'mquite famliar wth it
because | used to do that when | worked in ny
role as a senior analyst at EnergyNorth, and |
al so reviewed those filings from EnergyNorth as
a utility anal yst here at the Conm ssi on.

All right. So, aside fromthose el aborati ons,
you bot h adopt the concl usions of your
testinony; is that correct?

(Watt) That is correct.

(Knepper) Yes.

Thank you.
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M. Frink, regardi ng your testinonial
presentation, if you were asked the sane
questions today as those delineated in your
testi nony, would your answer be the sane?
(Frink) No, they wouldn't be. Based on the
testi nony we heard yesterday from Vall ey G een,
I would change ny answers to two of the
questi ons.

On Page 10 of 18, Line 1, the question
asked if the assunptions used in Valley Geen's
rate analysis is reasonable. And in response
to that question on Line 2, | answered, "The
rate base costs and capital structure appear
reasonable to serve projected demand.” | no
| onger believe that the rate base costs and
capital structure used in Valley Green's rate
anal ysi s are reasonabl e.

On the first page of ny testinony, when
asked to sunmmari ze Staff's findings -- that's
on Line 22 -- on Lines 23 and 24, | recomended
t hat the Conm ssion not grant the petition and
suspend the proceeding. M recommendati on now
is that the petition be denied and the docket

be cl osed.
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M. Frink, would you pl ease el aborate on why
you no | onger believe that the conpanies -- or
Vall ey Green's projected rate base costs and
capital structure are reasonabl e?

(Frink) Yes. 1In advance, |1'd like to refer
people to Exhibit 5, Tab E, Bates Page 102.
I*1l wait until everybody's there. Actually,
Il be referring to three pages in that area,
but to start.

Yesterday we heard that Valley G een
expects to hire five enpl oyees, including a
CFO and that personnel costs for a trained and
certified utility worker, for a CFO the
personnel costs associated with having an
enpl oyee on call 24 hours a day for energency
response, those expenses are very likely to

exceed the expenses in Valley Geen's

projections. If you turn one page to Bates
Page 103, you'll see that there's an Expense
section, the third section down, and you'll see

what the total Distribution expenses are. And
this is confidential information, so | won't
di vul ge what that nunber is. But it seens

unreasonable to think that the personnel costs
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of five enployees necessary to do this kind of
wor k woul dn't exceed the total annual expense
that's projected here. So the cost is a
concern. It doesn't appear reasonable.

Then, if you flip back to Page 102, you'l
see a rate base nunber. And again, that's
Vall ey Green's projections that this scenario
here on Bates Page 102 is for the initial
build-out. So this is the small est buil d-out.
And as you can see, there's a rate base nunber
projected for the first year in service. And
when we had the confidential portion of
yesterday's hearing, we heard what Valley G een
has already spent to this point in tine. And
what they've spent frominception to date
exceeds what they have for rate base in their
projections, and they're a very |long way from
final design and construction of this project.
So | question the reasonabl eness of the rate
base.

And then, lastly, if you refer to
Page 107, that provides the capital structure,
projected capital structure. And | originally

testified that | questioned the revenue
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projections. | didn't think they could achieve
the sales they were including. And now | think
t hat they' ve overstated the revenue and
understated the rate base and annual costs. So
| imagi ne their expected incone is going to be,
when it cones tinme to go out and i ssue debt, or
for investors to invest in this enterprise,

that investors are going to be wary, and
there's likely to be a risk premuminvolved if
i nvestors are indeed going to invest in this

pr oj ect .

So, these assunptions -- so, again, while
originally | thought the assunptions were
reasonabl e, based on yesterday's testinony of
Valley Green, | no |longer feel that's the case.
M. Frink, why have you changed your
reconmendati on to suspend the proceedi ng?
(Frink) Valley Green's business plan has
changed fairly significantly, and it seenms to
continue to evolve. And | think what was
originally filed, while I thought it would be
hel pful going forward if it was suspended, that
t hey coul d update what was there, | no | onger

think that really would be all that hel pful. |
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t hi nk what woul d be nore hel pful, if Valley
Green wants to pursue this further, is to
further devel op their business plan and

i npl ement parts of it and submt new testinony
t hat supports that plan and better descri bes
and clarifies what those plans are and how
they'l|l be achi eved.

So that is -- | don't think there's nuch
value in leaving this open if Valley G een
wants to pursue this. | think they can just as
easily pursue it through a new docket and that
it be -- we'd be better served if it was a
conplete new filing with new testinony.

And by "new testinony,"” you nean new testinony
that's very solid on the final business plan
par amet ers?
(Frink) Yes, | do.
Ckay. Thank you very nuch.
MR, SPEIDEL: The w tnesses are
avai | abl e for cross-exam nati on.
CHAI RMVAN HONI GBBERG Ms. GCeiger, do
you have any questions for these w tnesses?
MS. GEl GER:  No, thank you, M.

Chai r man.
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CHAI RVAN HONI GBERG M. Patch, do
you have any questions for the w tnesses?

MR PATCH. | do have a few
questions. Thank you.

CROSS- EXAM NATI ON
BY MR PATCH:

M. Frink, I'lIl start with you. | don't have
t hat nmany questions. But Conm ssi oner
Honi gberg asked a question of M. Millen and
M. Cark with regard to an entity that wants
to start as a utility, what nore essentially
should we | ook for. | think you've gotten into

that a little bit with what you just said this
norning. And so | don't know if you heard the
answer that M. Millen gave, but is there
anything you'd like to say in addition to that?
(Frink) 1 do. | was anticipating that
questi on.

| don't think this is unsimlar to when
Li berty purchased EnergyNorth, in that Liberty
had to run a natural gas utility prior to its
pur chase of EnergyNorth. And while they had
t he existing service people, they didn't have

t he back-office people, and they signed a
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t wo- year managenent or service agreenent with
Nati onal Gid, the prior owner, to provide

t hose services while they acquired the
expertise and staffed up. And that's -- so |
think in Valley Green's instance, what they're
doing, as far as -- you know, you have to hire
sonebody, people that have the experi ence and
expertise to performthose while you transition
and devel op that experience and expertise or
are able to hire it. So that's where we're at
here.

I will say that, as wth any new
experience, there's a learning curve. And this
Is a pretty conplicated business, and there's
bound to be bunps along the way, as there were
when Li berty acquired EnergyNorth. And I
expect that that would be the instance in nost
cases.

In Liberty's case, isn't it true that they
actually hired people like M. Del vecchio, and
I think M. Saad and a few people |like that,
and they had contracts that were conti ngent on
getting approval fromthe Conm ssion for the

franchi se, but they were hired before and as
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part of the process of going through the
franchi se?

(Frink) That's true. They did hire -- they had
enpl oyees before the franchi se, before the
acqui sition was approved, which of course was
very useful in evaluating, you know, what
experience they need and where to get that.

And so it helps. Yes, that's correct.

You were here yesterday, obviously, and heard
the testinony with regard to the different
conpani es that they have created, one of which
Is Choice Storage, and Vall ey Green Energy
Services, LLC, is that correct?

(Frink) That's correct.

I's it your understandi ng that those conpani es
woul d be "affiliates" under the -- as that term
is defined in the statute and in the rul es that
t he Conm ssion has in place?

(Frink) Absolutely.

And so they woul d be subject to all of the
affiliate requirenents.

(Frink) They woul d.

And do you -- in your testinony at Page 3,

Lines 8 to 91 think it is, you cite the
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standard that the Conm ssion uses in evaluating
a petition for franchi se approval, you know,
whi ch is whether the Applicant has the
requisite financial, technical and manageri al
capability to construct, own and operate, in
this case, a natural gas distribution system
correct?

(Frink) That's correct.

And in your testinony, | believe even before
what you said this norning, you said that you
did not believe that Valley G een has that
expertise; is that correct?

(Frink) That's correct.

And so is there anything you want to add to
what you put in your testinony to support that
concl usi on?

(Frink) wWell, the only thing | would add is
that, as | state here, it's in the process of
acquiring that expertise. And it's out there.
It can be done. They m ght be able to contract
wi th EnergyNorth. | don't -- but it's... on ny
end, on the financial end, it's not difficult
to find people that can do the billing or can

do t he bookkeeping and the reporting and that
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sort of thing. It's nore the managerial and
technical side of things. ['lIl leave that to
the safety division to assess. That's really
not ny role. But | do think, as far as the
ability to -- they've hired Steve St. Cyr, who
does have regul atory experience and actually
prepared these schedules for their revenue
requi renment and the rate analysis that Valley
G een did.
But it's ny understanding that it's your
position that they haven't nade that show ng,
that requisite showng to the Conmm ssi on.
(Frink) That's correct.
M. Knepper and M. Watt, | just have a couple
questions for you.

| nmean, the plan for the facility has
obvi ously changed since it was originally
filed. | nmean, it's a much -- it's one tank as
conpared to a nunber of tanks. Does that raise
any additional concerns, as well as the
ownershi p of the tank? Are there any
addi ti onal concerns that were not expressed in
your original testinony that you'd like to

mention this norning?
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(Knepper) | think | addressed sone of the
t hi ngs about whether it was one tank versus
five tanks in data responses. And if you give
nme a second, 1'll tell you which one that is so
we can tal k about that issue first.
(Wtness revi ews docunent.)

(Knepper) And | don't knowif this is --

W TNESS KNEPPER: Al ex, | don't know
if this is in the record or not.
But there's pluses and m nuses of having a
| arge, single-gallon -- single tank versus
having nulti pl e ones, and advant ages and
di sadvantages of both. When | wote the
testinony, | was thinking primarily that they
wer e goi ng to have 60, 000-gal |l on hori zont al
tanks versus a single tank. So that was the
basis of what | wote. As Staff safety person,
either way it's going to be the option of the
conpany to design and build it. They're just
going to have sone -- there's trade-offs on
each way you configure things.
What about the ownership of that? You know,
does that give you concerns dependi ng

whether it's owned by a regulated utility or
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not ?
It doesn't give nme that nuch of a concern
because all the codes are based on an operator,
not the owner. |t does get a little bit nore
conpl i cated because you have to nmake sure that
the person has the authority to do certain
things. W'Il|l chase that down if we have to if

those cone into issues. But you have to
operate it safely, regardl ess of whether you
actually own the assets or not.

What about jurisdiction of the Safety D vision?
Is that affected by the ownershi p?

(Knepper) If there are -- no, it's not.
Actually, the Safety D vision, as you well

know, or people don't know in this room we
oversee non-public utilities, as well as public
utilities. So the owners and operators, it's
not sonething -- "owner"” is typically not a
termused for regul ations, safety regul ati ons;
it's nostly operator systens. And they do that
pur posely because you can have nultiple
entities being owners. |If you have 10
conpani es form an ownershi p of sonethi ng,

you're really concerned about howit's operated
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versus what's owned.

On Page 9 of your prefiled testinony, Lines 13
to 14, you expressed a concern based on the
information that Valley G een had presented, as
of that point in tine at |east, that they had
l'imted experience designing and operating
natural gas distribution systens. |Is that fair
to say?

(Knepper) Can you give ne a second to get

t her e?

Sure. Page 9, Lines 13 and 14.

(Wtness revi ews docunent.)

(Knepper) I'msorry. | was | ooking at the
wong testinony. | was |ooking at M.
Mul | en' s.

If you want to adopt his testinony...
(Knepper) It's funny because we tal ked sonewhat
on the sane subject.
(Wtness revi ews docunent.)
(Knepper) Okay. So what was the |lines you were
referring to, M. Patch?
Li nes 13 and 14, where it says, "The
i nformation presented shows have limted

experience in designing and operating
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di stribution systens."”

(Knepper) Yeah. So do you want ne to expand
upon that?

Sure. | nean, has your testinony changed at

all in light of what you' ve heard since then?

( Knepper) No.

On Page 9, Lines 14 to 23, you al so expressed a
concern about who has ultimate authority for

t he operations and nai ntenance of the

di stribution system given the franmework that

was presented; is that fair to say?

(Knepper) Wahat Iine was that again? |'msorry.
Just below what | just cited, 14 to 23, sane
page.

(Wtness revi ews docunent.)
(Knepper) Yeah. What |I'mtrying to say there
is the further renoved you get from-- you
know, if the operator -- the owner relies on
the operator, the operator relies on the sub
operator, and the sub operator relies on the
contractor, and the contractor relies on a
subcontractor. The further renoved you get and
down the line, it gets just nore difficult to

try to enforce and follow things. But we
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encounter that all the tinme. And at the end,
we're going to hold -- at the begi nning of the
chai n, that person's responsible because that's
where ultimately it lies. And so, while we my
have a di scussion with a subcontractor out in
the field, the person we're going to hold
responsible for that, just |like we do wth
Li berty, who subcontracts a lot of their field
work, we will -- the entity responsible for
that is the operator.
And then on Page 13 of your prefiled testinony,
Lines 6 to 7, after noting that Valley G een
selected Gulf to provide operational and
mai nt enance services and personnel to Vall ey
Green, you noted that the Safety D vision
couldn't find within the testinony submtted
support for @ulf's prior experience for
provi di ng such operations and nai nt enance
services wthin a regul ated environnent, |ike
wth a state public utility comm ssion or
f ederal agency; is that correct?
(Knepper) That's correct.

MR. PATCH. | have no further

questions. Thank you.
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CHAI RVAN HONI GBERG. M. Corwi n, do
you have any questions for these w tnesses?

MR CORWN:. No, thank you.

CHAI RVAN HONI GBERG. Ms. Arwen, do
you have any questi ons?

M5. ARVEN. No, thank you.

CHAI RVAN HONI GBERG. M. Ci cal e?

MR CICALE: Yes, just a couple, M.
Chai r man.

CROSS- EXAM NATI ON

BY MR C CALE:

A

M. Frink, now, you've heard a | ot
reverberating throughout these franchise
dockets about the "Catch 22" and whet her an
Appl i cant, whether it be a current

i nvestor-owned utility or a start-up, should
have some anchor custoners under contract in
order to protect residential ratepayers and
denonstrate the viability and fitness of the
franchi se. Do you agree that an Applicant
shoul d denonstrate that they have sone form of
contracts, whether it be option-based or

conti ngent on the approval and success of the

franchi se?

98
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(Frink) |1 absolutely agree. 1In ny testinony, |
reconmend that there be a certain |evel

achi eved before that's granted. There's an
exanple of that in the 13-362 docket, which is
Li berty requested a franchise to serve Pel ham
and Wndham and there's a devel oper that
signed a contract in advance of the franchi se
approval. So, there are custoners that it's in
their interest to enter into a contract and
push the project forward. So, it definitely
can be done. And that's certainly Staff's

pr ef er ence.

Now, other than to go forward and do this sort
of busi ness devel opnment, you' ve changed your
testi nony today, that the Comm ssion shoul d
deny the Applicant's petition. |If you had to
advi se M. Canpi on and his team what he shoul d
go forth and do, other than busi ness

devel opnent, to get this cart pushed over the
hill so that they may get their franchise
approved, what is it that they should do? It's
alittle different than a utility that can't go
back and regroup. He's very nuch a start-up.

So how woul d you advise himin this context?
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(Frink) Well, the -- and it's certainly not
entirely his fault. The energy market has
changed materially since he started this
project. Wien he first cane to the Comm ssi on
with his plans to do this, seeking help, it was
a nmuch nore favorable environnent. And as you

heard, M. Watt and others have sat with him

and explained that it is a -- there's alot to
it. There's a lot of regulation. |It's
capital-intensive. It requires a certain |evel

of labor, and skilled | abor at that. And
obviously, he's put in a trenendous effort, and
he's put in a lot of noney into this project.
And that's -- but he's still a long way from
having a solid plan, that |I'm not convinced
that his sales projections are realistic. And
| think the fact that their investor hasn't put
any noney into the project yet and that, as he
said, even if he gets the franchise, he's not
going to start construction until he has
custoners, tells you that there's a | ot of
uncertainty there, particularly in this current
ener gy envi ronnent.

MR CICALE: Nothing further. Thank
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you.
CHAI RVAN HONI GBERG M. WIIling.
MR WLLING | have an initia
question here. The testinony has changed
rather dramatically. | think you woul d agree.

We haven't had a chance to talk within our team
about what questions we would ask in response
to dranmatically changed testi nony. May we be

gi ven an opportunity to do that?

CHAlI RVAN HONI GBERG.  Does not seem
| i ke an unreasonabl e request. Do you want to
take an early lunch break and confer, with an
eye toward returning, say at quarter to one?

MR WLLING That would work.

CHAI RVAN HONI GBBERG. Al l right. I's
there any objection to proceeding in that way?

MR Cl CALE: None.

CHAI RVAN HONI GBERG I didn't think
so. So we'll take an early lunch break, and
we'll be back at 12:45.

(Wher eupon the lunch recess was taken at
11:18, and the hearing resuned at 12:48)
CHAI RVAN HONI GBBERG. Al l right.

M. WIling, are you ready to proceed?
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MR WLLING Yes.
CRCSS- EXAM NATI ON

BY MR WLLI NG

Q

Good afternoon, gentlenen. M. Frink, on

Page 10 of your testinony, which is Exhibit 7,
Line 20 -- Page 10, Line 20, you discuss the
risk that a LNG project and the distribution
system nay be overbuilt or underbuilt relative
to the actual custoner base; right?

(Frink) That's correct.

You go on to say that, to the extent that sone
custonmers could be protected fromsone risks --
you go on to say, to sone extent, custoners
could be protected from such risks through the
rate process; right?

(Frink) Yes, that's true.

Wul dn't custoners be entirely protected from
financial risk if Valley Green received a
franchi se, but then had to cone back and get
condi ti onal approval of a rate case before it
woul d begi n serving customers?

(Frink) Well, if rates are set to where -- it's
hard to determine in a rate case just how nuch

you're going to put in a rate base. | nean, if
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you think it's overbuilt, then you expect to
grow into sonme of it. So, determ ning, you
know, what the right anmount is to include or

what shoul d be excluded, if at all, is a gray

103

area. And then, if you -- even if you approve

the rates and they're right, well, if the

conpany fails, then that's a risk to custoners

t hat, okay, they've nade an investnent to
convert to natural gas, and now their provider
is in financial trouble, and they didn't grow
into this rate base that was approved. Then
there is either going to be another rate case
or it could go bankrupt. There's all sorts of

ri sks involved with approving rates for a

conpany that -- a new conpany or where there's

been additional investnents made that you have

to deci de the prudency of.

Has Val |l ey Green proposed a particul ar set of
costs to be included in the rate base?
(Frink) Valley Green has, based on their
prelimnary plans, done sone analysis. Their
I nvest ment conpany -- or the conpany pl anni ng
to invest in them has done a di scounted cash

fl ow anal ysis that nade sone assunptions that
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i ncl uded costs, both rate base and expenses,
annual expenses and so forth. So there is --
there are nunbers out there tied to what the
expected plan's going to be.

Has Valley Geen told you which of its costs
that it would propose to include in the rate
base?

(Frink) Well, the Staff data request that |
referred to in Exhibit 5 is actually the
request to do a revenue requirenent based on
what your expectations are within different
scenari os. So, in response to that request,
your consultant, Steve St. Cyr, did that. And
| assune what's in there, that was the
Conmpany's intention to seek recovery of those
expenses.

One of your issues, if | understood your
testinony earlier correctly, is that Valley
Green's confidential indication of the anount
of noney that it has spent on this project is
different than the rate base nunber that's in
t he schedul es --

(Frink) well, it's higher. Right.

Has Val |l ey Green proposed that it would attenpt
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to recover the higher nunmber through its rate
base?

(Frink) wWell, | don't have the transcri pt
before me from yesterday's hearing, but I

beli eve the witness said that he hoped to
recover those costs. So, to ne, that inplies
that --

That he definitely planned to --

(Frink) No, that he hoped to recover those
costs, which indicates that he's seeking
recovery.

Can you read for the record your testinony on
Page 12, Lines 1 through 7 of your witten
testinony in response to the question, "Are

t here any advantages in approving Vall ey
Green's petition either now or at a |ater

dat e?"

(Frink) Sure. "Yes. Prior to commencing
service, the financial risks are entirely
Vall ey Green's. Organi zational, design,

mar keting, permtting, regulatory, construction
and other start-up costs incurred by Valley
Green will not be recovered from New Hanpshire

ratepayers until Valley G een files a rate
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case, receives Conm ssion approvals of tariff
rates and commences service. |If Valley G een
does not commence service, the cost of service
wi |l be borne by its Lebanon and Hanover
custoners, with no risk of cross-subsidies for
rat epayers outside of the franchise area.™

CHAI RMAN HONI GBBERG  For the record,
| don't believe you read that correctly, the
| ast sent ence.

WTNESS FRINK: 1'll try again.
(Frink) "If Valley Green does conmence service,
the cost of service wll be borne by its
Lebanon and Hanover custonmers, with no risk of
cross-subsidies fromratepayers outside of the

franchi se area."

BY MR WLLI NG

Q

Isn't it the case that Valley Geen, at the
rate case stage, would have to show act ual
custoner commtnents to the Comm ssion to neet
its burden of proof that its investnents were
prudent, and used and useful, and that its
rates will be just and reasonabl e, and
simlarly it would have to propose a rate base

be folded into that rate case?
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(Frink) You're saying they have to prove that

t hey have custoners before the Conm ssion would
approve a rate case?

I would inmagi ne that the Conmm ssion woul d not
approve a rate case if it did not have actual
custonmers and did not propose a rate base that
t he Conmm ssion found reasonabl e.

MR SPEIDEL: |If | could sort of
interject, | think it would be ill-advised for
M. Frink to respond as to what the Commi ssion
would rule. M. Frink can certainly be asked
what he would recommend, but | don't think he
can be asked how the Comm ssion would rule.

CHAI RVAN HONI GBERG M. WIling, is
t hat an acceptabl e nodification to the
question?

MR WLLING That's an acceptable
nmodi fi cati on.

CHAI RVAN HONI GBERG M. Frink, do
you under stand the question?

W TNESS FRI NK: (Frink) 1 do.

(Frink) When it cones to growth, we don't --
utilities, when they invest in plant and

facilities and rate base, they're doing it with
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an eye towards the future. | nean, a | ot of
these are done in steps. As | nentioned
earlier, it's a very capital-intensive
busi ness. So, typically you don't -- your rate

base isn't just to serve your existing custoner
base, but it's also to serve expected future
growth. So | would have to see what the -- if
Vall ey Green cones in for rates and they have a
certain nunber of custoners, and it appears
reasonabl e that they're going to doubl e those
custoners, then ny recommendati on nmay be that,
yes, go ahead, even though you don't have a
firmcommtnent. | mght recommend to the
Conmm ssi oners they should go ahead and approve
t he proposed rate i ncrease based on
expect ati ons.

Doesn't the fact that Valley G een is proposing
an approach to storage, whereby Valley G een
coul d subscribe to a capacity on an as-needed
basis, offer further protection to custoners?
(Frink) Well, it depends on how that's priced.
But theoretically, yes, |I1'd agree with that.

M. Frink, in your testinony on Page 5,

Li ne 22, through Page 6, Line 4, you state
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that, w thout Dartnouth Coll ege as a custoner,
fi xed costs woul d be spread over | ower sal es,
and failure to sign an anchor custoner could
cause financial stress, and therefore Valley
Green may not be able to offer reasonabl e
rates; is that right?

(Frink) That's correct.

When a new utility cones in for its first rate
case, the Comm ssion's policy is to base just
and reasonable rates on full buil d-out;
correct?

(Frink) 1 don't think | agree with that. Wen
you cone in for rates... again, it's by steps.
Ful Il buil d-out could be acconplished in 10 or
20 years. You could put in an anount of plant

to serve for 10 years and then add to it as you

growinto it or need it. So | wuldn't say |I'm
| ooking at full build-out, as far as what 1'd
reconmend for approval in setting rates. |I'm

| ooki ng at what's a reasonabl e expectati on for
growt h and the nost cost-effective way to
satisfy that grow h.

Isn't it the case that, when there's a stage

build-out, the fixed costs are not passed al ong
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to just the initial custoners of that

bui | d- out ?

(Frink) Yes, that's correct.

We di scussed earlier that the financial risk is
borne by the utility at the initial stage and
not through the ratepayers; right?

(Frink) That's true.

Ckay. 1'd like to ask you sone questions
regardi ng your analysis on Page 8 regarding the
di scounted cash fl ow anal ysi s.

Your concern on Page 8 is that you're
trying to neasure M. Canmpion's ability to
generate revenues to nmeet operating costs;
correct?

(Frink) Yes.

Lines 8 and 9. And you're applying a DCF

met hod that the Comm ssion used w th past
regul ated natural gas utilities |ine

expansi ons; right?

(Frink) well, | didn't actually performa DCF
analysis. But | said --

The equivalent. |'msorry.

(Frink) Yes.

And you cited two orders that are footnoted on
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t hat page.

(Frink) Ckay.

Those orders involve the Conm ssion assessi ng
whet her a take-or-pay contract between a
utility and an anchor customer with the utility
was in the public good; right?

(Frink) Yes.

In those cases, if | understand correctly, the
cust oner knew there was one bi g anchor custoner
in each case, and the customer knew if it
commtted, the franchise would very l|ikely be
awar ded, and it would receive the service that
it was contracting for; is that right?

(Frink) In both instances |I'm sure the anchor
custoner realized that approval of the contract
that they -- the risk to themwas really in
whet her the Comm ssion would find a speci al
contract was reasonable. It wasn't really a
concern as to whether they had a franchi se.

It was a much sinpler process to | ook forward
toit froma custoner standpoint, wouldn't you
agree, than --

(Frink) I would agree, yes.

-- and to conplete the conparison -- than the
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situation that we're presented with today?
(Frink) That's correct.

CHAI RVAN HONI GBERG. |I'm going to
rem nd both of you to wait until the other is
finished before you start talking. It'll be

much easier for our stenographer.

BY MR W LLI NG

Q

o >

o >» O >

So that anchor customer -- those anchor

cust oner dockets were special contract anal yses
under RSA 378:18; right?

(Frink) They were, yes.

Ckay. I n weighing special contracts, would you
agree that the Comm ssion traditionally
considers four aspects of benefits: Benefit to
t he public, benefit to the utility, benefit to
t he special contract customer, and the benefit
to the utility customers?

(Frink) Wuld weigh all those factors, yes.

And you're saying that the Conm ssi on has used
the DCF in that benefits anal ysis?

(Frink) In weighing those --

Speci al contracts.

(Frink) Yes.

Cr oss-subsi di zati on between the speci al
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contract custoner and the existing custoners is
a concern that the Conm ssion weighs while it
assesses those benefits --

(Court Reporter interrupts.)
Cr oss-subsi di zati on between the speci al
contract custoner and existing custoners Iis a
concern that the Comm ssion wei ghs when it
assesses the four benefit prongs | tal ked about
earlier?
(Frink) That's correct.
M. Canpion has no existing custoners; right?
(Frink) That's true.

And Valley Geen isn't doing a |line extension;

ri ght?
(Frink) Well, they're extending lines froma
plant. So | would say the entire systemis a

| i ne extension.

It's not a line extension from an exi sting
network of pipeline, is it?

(Frink) No, it's not.

This is the first tinme that Staff is asking the
Comm ssion apply this analysis in a non-speci al
contract, non-line extension case, to assess

risk to the utility and its future custoners;
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ri ght?

(Frink) 1 don't think | understand your

questi on.

Ckay. Is this the first tine that the Staff

has asked the Comm ssion to apply the DCF

anal ysis or the equivalent to a brand new

island start-up utility?

(Frink) Yes. Absolutely. That's correct.

And there are sone differences between such an

enterprise and the |ine extension from an

exi sting pipeline network, wouldn't you agree?

(Frink) 1 woul d agree.

Yup. GCkay. Now |l want to go back to your

initial statenent on Line 8, that you were

trying to assess Valley Geen's ability to

gener at e enough revenue to neet operating costs

and achi eve a reasonable rate of return, all

right. 1It's up on Lines 8 and 9.

(Frink) Right.

Isn't that a different anal ysis than whether

there are cross-subsidi es anmpong custoners?
(Wtness revi ews docunent.)

(Frink) Yes, it is.

So the assessnment of whet her the regul at ed
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utility in a special contract situation would
gener at e enough revenues to neet operating
costs is partially based on backi ng out
custoner subsidiaries; right?

(Frink) Repeat that, please?

The assessnment of whether the regulated utility
in a special contract situation wll generate
enough revenue to neet operating costs is
partially based on backi ng out customer
subsidies; right?

(Frink) I do not agree with that. Wen you
eval uate a special contract, you seek to nake
sure, above all else, that your margi nal costs
are covered to serve that custoner. Wen you
have a special contract, it's not that your --
if you can nmeet the nmarginal costs, then it
provi des benefit to existing custoners. So |
guess, in a sense, it's to avoi d subsi di es,
but -- yeah, I1'Il accept that, okay.

I think ny question said "partially."

(Frink) Yes.

And here, with Valley G een, you don't have

t hat problem right, because there are no

exi sting custoners?
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(Frink) Right.
All right. |'mnoving on.

Can you read for the record your testinony
on Page 10, Lines 10 through 13 in response to
t he question, "Can a custoner contract for
utility service with Valley Green prior to
franchi se approval ?"

(Frink) "Yes. There is nothing to prevent
Vall ey Green fromentering an agreenent with
potential custonmers. Agreenents woul d be

subj ect to Conm ssi on approval of the franchise
request, tariffs and, if the terns of service
differed fromthe approved tariff, approval of
t he special contract."”

So your answer suggests that Valley G een
shoul d be able to obtain custonmer agreenents
before the grant of a franchise that woul d
becone effective after the Comm ssion approves
rates and/or a special contract; right?

(Frink) That's correct.

What do you think the tinme | ag woul d be between
t hose two events?

(Frink) Could be a matter of a few nonths to

many nont hs.
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Could it be |onger than that?

(Frink) Conceivably.

And as M. Evslin pointed out in his testinony,
there could be a -- there are two conpani es
conpeting for the sane franchise. Doesn't that
I ntroduce additional uncertainty for the

cust omer ?

(Frink) 1 don't knowif that's true. | nean,
if I"ma customer |ooking for natural gas
service, there are two proposed utilities. |
woul d expect to approach both utilities and
possibly sign a contract with both or either.
Woul d you agree the Comm ssion is | ooking for
contracts that are binding, or as binding as
possi bl e?

(Frink) Yes.

Do you think a custoner would sign a binding
contract wiwth a proposed utility that is
conpeting with another utility for a franchise
on an indefinite tinme frane for service that
woul d begin at some point in the future,
probably years in the future?

(Frink) These contracts are contingent upon --

there are conditions that have to be sati sfi ed
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for these contracts to be binding. So the
contracts are never binding until there's

Commi ssi on approval of the required, whatever
you need approvals for. So, a custoner
interested in natural gas service in the
Lebanon/ Hanover area that sawit's in their
best interest, they m ght choose one or the
other, or they could enter into contracts wth
bot h, but they woul d not be bound by that
contract until such tine as the approvals were
gi ven.

But in that scenario, wouldn't they be offering
up their comm tment contingent on an event that
they don't control; so, therefore, fromtheir
standpoint, it isn't a conmtnent if that event
occurred [sic]?

(Frink) They're signing on to a contract that
they don't control, but that they could

I nfluence. And again, if it's in their best
Interest and they want this service, if there's
a need for this service, then -- I'll give you
an exanple, a very recent exanple, where

Li berty signed for a capacity on the NED

pi peline, and that failed. But they had an
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interest in that and need for that and
denonstrated it to the Comm ssion. The
Comm ssi on approved those contracts. But it's
out of their hands that the project's fallen
t hrough. But it was the best solution to their
situation at that tine, and so that's what they
did. And any custoner on a interstate pipeline
or utility would be in the sane position.
So you're saying a nmanufacturing customer in
t he Lebanon/ Hanover area would be willing to
sign a contract with Valley G een or Liberty,
or what ever conpany cane forward, conpeting for
a franchise for service that m ght begin for
the winter of 2018 or 2019, dependi ng on how
pr ocesses unfol ded here, and would be willing
to sign that contract not know ng what pricing
conditions mght be like at that point in tine?
(Frink) 1 don't know what they would be wlling
or not wlling to do. Again, it depends on
their interest and what kind of terns they
expect to get.

Wien Val l ey G een was out seeking
custonmers earlier to start this process, there

obvi ously was a good deal of interest. And no
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manuf acturing custoner is going to say, Ch, if
you can give ne cheaper energy prices, then |I'm

not going to talk to you. But when it gets

nmore -- when the differential disappears, as it
has at this point in tine, even then | inmagine
they'll still talk to you. And if they are
wlling to sign -- if they thought it was in

their interest, why wouldn't you do sonethi ng
to help and can get the terns you're | ooking
for if all these events take place. Wy

woul dn't you enter into that contract to get --
to help pronote that process and get it done.
By entering into that contract, wouldn't you be
f orecl osi ng your other fuel options, propane

or --

(Frink) Not at all. No, because you're not --
until these events cone to pass, it's not
effective. | nean, any custoner out there,
unless it's a brand new custoner, has an
existing fuel supply. And they'll draw on that
until such time as -- and you coul d al ways put
anot her condition in there, by date certain
this has to happen. So you can control those.

You think that custoners should be wlling to
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sign contracts |like that --
(Frink) 1'msaying --

(Court Reporter interrupts.)
(Frink) I"'msaying if it's in their interest,
yes.
Can you read for the record your testinony on
Page 11, Lines 17 to 18, in response to the
question, "Are there advantages in approving
Vall ey Green's petition at this tinme?"
(Frink) "Yes. Valley Geen will have the | egal

authority to provide utility service, which
could nake it easier to attain custoner
comm tnents."
So, here you're saying that the franchi se would
make a difference in Valley Geen's ability to
get custoner conmtnents.
(Frink) It would make it easier. Doesn't nean
it's not possible now But it would nake it
easi er, yes.

Dd you want ne to conti nue?
No, it's okay.

Can you read for the record your testinony
on Page 11, Lines 11 through 15, in response to

the question, "Do you see any other risks in
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approving the petition?"
(Frink) "Valley Geen would hold excl usive
rights to the franchise territory and could
delay the provision of utility service
indefinitely, denying potential custonmers the
possibility of obtaining utility service at an
earlier date, or at all, froma conpeting
entity. Also, if Valley G een were to fail
what to do with the utility plant and
di stribution system wuld need to be
addr essed. "
So you're saying that one risk is that
custonmers would not have an energy choice if
Vall ey Green received a franchise and didn't
act on it; right?

(Wtness revi ews docunent.)
(Frink) Right. Yes, that's correct.
But the Comm ssion can take away Valley G een's
franchi se under RSA 374:27 if it did not act on
its franchise within two years; right?
(Frink) Yes, that's correct.
And a utility receiving a franchi se woul d need
a large portion of that two-year period to

design and permt its project, receive rate

{DG 15-155} [DAY 3] {05-06- 16}




© 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

[WITNESS PANEL: FRINK|KNEPPER|WYATT]

123

approval, construct its project and begin
serving custoners; right?

(Frink) It would need sone of that tinme, yes.
Probably a good deal of that tine, yes.

So the risk of Valley Green not acting on its
rights isn't really indefinite, is it?

(Frink) I would agree it's not indefinite.

And you're also aware that the New Hanmpshire
Suprenme Court has ruled that the Conm ssion has
the right to franchise a utility within the
franchise territory of another utility, under
RSA 374:28; right?

(Frink) 1 didn't know that, but --

| can give you the cite. |It's Appeal of PSNH
141 NH 13, decided in 1996.

(Frink) GCkay.

So, if Valley Geen were serving sone, but not
all of Lebanon and Hanover, and anot her conpany
W shed to serve the rest of the territory, the
Conmm ssion could grant a franchise wthin
Valley Green's territory to serve to [sic] that
ot her conpany; right?

(Frink) That's a legal opinion that |I'm not

qualified to make.
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The point being, the Conmm ssion has tools in

its toolbox to protect custonmers fromthe risks

that Valley G een m ght hold but not act on

franchi se rights; correct?

(Frink) It appears that way.

Ckay. Going to nove on to a different topic.
At Page 6, Line 19, you cite natural gas

prices of 1.46 and 1.40 per therm correct?

(Frink) Yes, | did.

And those prices are the average residenti al

heati ng custoner per thermrate for Liberty and

Nort hern; right?

(Frink) Yes.

At Page 7, Line 1 of your testinony, you nake

note of those natural gas prices in order to

conclude that Valley Geen's rates will al nost

certainly be higher than those prices; right?

(Frink) That is correct.

Li berty, through EnergyNorth, has about 90, 000

custonmers; is that about right?

(Frink) Yes.

And Northern has about 30,000 custoners; is

t hat about right?

(Frink) Yes.
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These natural gas prices aren't froman i sl and
service territory, are they?
(Frink) No, they're not.
A custoner in the Upper Valley doesn't have the
option to buy pipeline gas for 1.46 or 1.40 per
therm right?
(Frink) They don't. But | think you' re m ssing
the point. |I'mconparing this to alternative
fuel costs, not to Liberty's rates or
Northern's rates. | could have as easily
referred to the average per themrate that was
in the Conpany's confidential revenue -- rate
anal ysis that they did. But to avoid going
into confidential information, | didn't do
that. But the point is you' re not conpeting
with Northern and EnergyNorth rates in this
area. You're conpeting with oil and propane
rates.
In the Upper Vall ey.
(Frink) In the Upper Valley, yes.
Ckay. CGot it. That's the point I was trying
t o make.

Just above on Page 6, Lines 11 and 12 of

your testinony, you cite an oil price of $1.92
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per gallon; right?
(Frink) That's correct.
And that price represents the price of No. 2
fuel oil delivered to your house in Manchester;
ri ght?
(Frink) Yes, it is.
And this correlates, you say, to an equi val ent
energy value of 1.53 per therm of natural gas;
right?
Yes.
Manchester is not in the Upper Valley; right?
(Frink) No.
Ckay. 1'd like to show you sone pages fromthe
web site of New England G|, which is at
www. newengl andoi | . com that indicates oil
prices quoted for the Manchester area and the
Upper Vall ey area.

(Di scussion off the record anong

counsel .)

BY MR W LLI NG

Q

Ckay. Turn to the second page of the docunment
which lists oil price quotes in south central
New Hanpshire- -

CHAI RVAN HONI GBERG M. WIIling, do
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you think it m ght be hel pful for the other
parties to have access to the docunent that the
W tness and M. Speidel are | ooking at?

MR WLLING Oh, sure. Yeah. It is
publicly avail abl e.

CHAI RMAN HONI GBERG.  Yeah, but
they're not looking at it right now on the web,
unl ess you' ve got screenshots for everybody.

MR WLLING No.

(Ms. Brown distributing docunent.)

BY MR WLLI NG

Q

o >» O >

>

I'"d like to ask you to go to the second page of
t he docunent, which was oil price quotes in
south central New Hanpshire -- I"'msorry. o
to the third page of the docunent. Does this
list oil prices quoted by two Manchester

di stributors as of February 22nd and 23rd?
(Frink) Yes, it does.

What are those price?

(Frink) | see $1.70 and | see $1.64.9.

Ckay. Now turn to Page 2, which lists prices
for west central New Hanpshire.

(Frink) Do you nean C arenont?

Yes.
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(Frink) Ckay.
Does this show the prices for two distributors
in Newport and d arenont as of March 1st?
(Frink) It does.
And what are those prices?
(Frink) One's $1.89.9 and one is $1.78.
No prices are |listed for Lebanon and Hanover
specifically; right?
(Frink) Well, | don't see any.
Are C arenont and Newport closer to Lebanon and
Hanover than Manchester is?
(Frink) 1 don't know t he di stances, but maybe
M. Knepper does.
(Knepper) 1'd say you just accept that.
(Frink) Subject to check.
So these prices would suggest that heating oil
in west central New Hanpshire is in the range
of 8 to 25 cents nore expensive than heating
oil in Manchester?
MR SPEIDEL: | would object to that.
There's not adequate evidence to support that
assertion.
CHAI RVAN HONI GBERG. M. WIIling?
MR. WLLING The wtness, you know,
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has testified that oil prices in Manchester are
relevant to oil prices in the Lebanon and

Hanover area with which Valley G een woul d be

conpeti ng.
(Frink) well, | --
CHAI RVAN HONI GBERG Hang on, M.
Fri nk.
| think you're probably asking
himto do nore than is -- than he can do based

on what you've given him You can ask his
opi ni on about whether -- and he's entitled to
hi s opinion --

MR WLLING Ckay. | wll do that.

BY MR W LLI NG

Q

Wul d you agree that it is likely that oi
prices in the Lebanon/ Hanover area are nore
expensive than oil prices in the Manchester
ar ea?

(Frink) The oil prices for a residential
heati ng custoner in Lebanon and Hanover is
probably slightly higher than the oil heating
price for a residential heating customer in
Manchest er, New Hanmpshi re.

Ckay. It's the oil price in Lebanon and
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Hanover with which Vall ey G een woul d be
conpeting; right?
(Frink) The nunbers in ny testinony are for
residential heating. | think the custoner base

that Valley Geen is |looking for is primarily
commercial and industrial, and | inagine they
get a better rate than the residential heating
cust oner.

Wul d commerci al and industrial custoners in
Lebanon and Hanover pay a slightly higher rate
t han commerci al and industrial custoners in
Manchest er ?

(Frink) They would. But, again, the rates I
cite in Manchester are residential heating.
What is the utility of the rates that you cited
i n Manchester to this discussion?

(Frink) It's Absco Heati ng.

O what usefulness is the information
consisting of residential oil pricing in
Manchester to an analysis of Valley G een's
conpetitiveness in Lebanon and Hanover?
(Frink) 1 used these nunbers because typically
t he heating oil market in Manchester, the

various oil suppliers are relatively close.
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That happens to be ny supplier. 1|'ve gone
online and | ooked at what other suppliers offer
for price. There's never really a very big
delta between the two, and so | believe this is
representative. And I didn't call up to
Lebanon and Hanover to see what they were
offering for rates. If it's a few pennies
nore, that wouldn't be a surprise. But I
believe the point is that this price of $1.53
and $1.92 is -- that's what -- sonewhere in
that range is well -- |1 don't think it's enough
to incent people to convert fromoil to natural
gas, let's put it that way. And you can | ook
at your, you know, average per thermrate and
conpare it to this equivalent gas price and say
t he Comm ssioners can judge that for

t henmsel ves.

Ckay. Wiile we're on the subject of heating
fuel, you nmentioned what you paid -- you

menti oned what you paid for heating fuel. |If
your furnace or boiler were to die and you had
natural gas runni ng by your house, would you
switch to natural gas?

(Frink) At this point, probably not. Actually,
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|*ve had natural gas for ny fuel, and | prefer
it to oil. But ny kids have grown. They've
|l eft the house. |1'mgoing to downsize and nove

into a condom nium - -

CHAI RVAN HONI GBERG. M. Frink, why
don't you just hang on for just a m nute.

Are we really going to continue

along this line any further?

MR WLLING Two nore questions
along this |line.

CHAI RVAN HONI GBERG.  About what M.
Frink mght do in his personal life? | think
he's given you an answer to the question.

What ' s t he next question?

BY MR WLLI NG

Q

Isn'"t it a fallacy to nake a decision on a
franchi se based on commopdity prices at a nonent
in time?

(Frink) This franchise could be created and put
in place. It could have been done two years
ago. It could have been, you know, |ooking to
do it now or two years fromnow | think it's
relevant, in that, you know, you know what you

know. At that point in tine, this is the
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i nformati on you have, and you can all ow for,
you know, expected changes. But | don't think
it's irrelevant, especially when you're | ooking
at a discounted cash flow that has high costs
early on and cash flows that, as you go out,
becone nore deeply discounted and have | ess
value than those in the early years. So if you
know at this point in tine that the next couple
years is going to be tough to generate
revenues, then | think that's worth
considering. And there's nothing -- |I'm not
suggesting that there shouldn't be a utility in
Lebanon and Hanover if it's economcally
feasible. |'msuggesting at this point in tinme
that this is not the tinme really to do that.
That's ny recommendat i on.

If oil prices rose in a year or two, that would
be a nore propitious tine for a conpany to step
forward and propose --

(Frink) Assum ng gas prices stayed relatively

| ow.

Coul d the oil prices then drop again after

t hat ?

(Frink) O course.

{DG 15-155} [DAY 3] {05-06- 16}




© 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

[WITNESS PANEL: FRINK|KNEPPER|WYATT]

134

Do you ever have certainty about how oil prices
and gas prices are going to conpete in the
future relative to each other at any particul ar
point in tine?

(Frink) No, you don't have certainty.

|*'mgoing to nove on.

At Page 9, Line 14 and 15 of your
testinony, you cited Valley G een's revenue
requi rement nunbers for its buil d-out
scenarios; right?

(Frink) Where are you?
Page 9, Lines 14 and 15.
(Frink) Ckay. Thank you.

(Wtness revi ews docunent.)
Ckay.
And are those the nunmbers that you used to
represent Valley Geen's potential custoner
rates for purposes of conparing themto fuel
prices to determine viability?
(Frink) 1 am suggesting that shoul d be
consi dered, yes.
But revenue requirenments aren't custoner rates,
are they?

(Frink) Well, not directly, but the custoner
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rates are designed to satisfy the revenue
requi rement.

There are other factors that go into custoner
rates ot her than the revenue requirenent;

ri ght?

(Frink) Could you give ne an exanpl e?

don't --

Rat e design issues?

(Frink) That's all part of the revenue
requirenment.

Ot her revenue sources?

(Frink) When you do a revenue requirenent, you
| ook at all regul ated revenue, be it customer
charges, delivery charges, late fees. There
are all sorts of things that would go into the
revenue requirenments. So that's all part of

t he revenue requirenent.

CRCSS- EXAM NATI ON

BY M5. BROMN:

Q

M. Frink, | believe the point we want to ask
you about is, when you're |looking at the rate
conpari sons on Schedul es 3-10, those were per
therm-- or they took the revenue requirenent

and divided it by therns; correct?
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(Frink) Correct.

So it's only a rate through a volunetric

anal ysis, not a fixed --

(Frink) It is a very high-level analysis of
what an average rate mght ook like. You're
absol utely correct.

And you woul d agree, would you not, that
revenues cone fromnore than just a volunetric
charge; correct?

(Frink) That's correct.

They can cone fromfixed charges, fixed rate
char ges?

(Frink) Yes, but that's still all part of the
revenue requirenent.

Yes. And does a revenue requirenent also -- is
it also fueled by revenues from say,
connection fees?

(Frink) Yes.

And the revenues from connection fees and fl at
fees are not reflected in a volunetric rate;

ri ght?

(Frink) It is not -- it's not in the volunetric
rate. But again, all these costs are borne by

the custoners to satisfy the revenue
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requirenent. So, even if it's a fixed rate in
a custonmer charge or if it's a volunetric
charge, in the end, those custoners are going
to pay those charges. And the average price is
going to be reflective of that nunber, even

t hough, yes, there is a snall portion that, you
know, if you're late with a check and there's a
| ate penalty or a hookup charge or sonething

li ke that, those factor in. But typically
those are relatively small.

So, the point being, in your analysis you were
taking this per thermrevenue rate and assum ng
all of the revenues were com ng out of a
volunetric charge and that that would be the

rate design.

(Frink) No, I'"'mnot assuming it's all recovered
t hrough a volunetric charge. |1'm saying al
t hese costs wll be recovered from custoners,

and this is what a total, typical price cost is
going to be. Again, it's very high | evel,

so. ..

d ad to have you say it is a high-level review
But when you are conparing Valley Geen's

hi gh-1 evel rates, these per thermrevenue
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requi renent rates, to rates that custoners are
payi ng either at a propane |evel or an oil

| evel, you are essentially taking a

volunetric -- or assumng that Valley Geen is
only having a volunetric rate design.

(Frink) No, I"'mnot doing that. If I'ma

customer | ooking to take Valley Green's

service, I'mnot just going to | ook at your
delivery rate. I'mgoing to | ook at ny
custoner charge. 1'mgoing to | ook at ny
delivery rate. I'mgoing to | ook at ny
commpdity rate. 1'mgoing to | ook at ny hookup

fee. Al that stuff calculates in, and so it's
not purely a volunetric charge.
So when you're concluding that the rates are
not conpetitive, aren't you, in your testinony,
just looking at Valley Geen's rate as if it
were a volunetric charge?

MR SPEIDEL: Isn't that the fourth
time that sane question has been asked?

MS5. BROMWN: Yes. |1'mlooking for the
answer .

MR. SPEIDEL: But he's already

answered "No."
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A (Frink) |1 gave you ny answer. No, | don't | ook
at it strictly as a volunetric charge.

BY Ms. BROM:

Q So, then, your conclusion, then, that Valley
Green's rates are not conpetitive is not based
on a appl es-to-appl es conpari son of rates then;
correct?

A (Frink) No, | don't agree with that. Wen I
buy ny oil fromny oil dealer, he charges ne
$1.92. That covers everything. |f | buy gas
froma gas utility, | pay a custoner charge, |
pay a delivery charge, | pay a comopdity
charge. Wen | conpare ny costs at the end of
the year, | say, okay, what was ny total gas
bill and what's ny total oil bill, and there's
my cost. That's what |'m conpari ng.

Q And woul dn't Valley G een's per thermrate, as
determ ned on those schedules at Staff 3-10, be
| ower if the revenues were backed out that were
attributable to fixed charges and ot her sources
of revenue, such as connection fees? | can ask
it a different way.

A (Frink) Please do, because I...

Q The "rate" -- and | use that termloosely -- in
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the revenue requirenent schedules at Staff 3-10
woul d be lIower if you backed out revenue
sources that are revenues that cone from fi xed
charges and connecti on fees.
(Frink) Those are rates. Those are rates. How
can you say a custonmer charge is not a
customer -- it's a rate. You have to pay that
cust omer char ge.
But in your analysis, you're using the per
t herm revenue requi renent as a custoner rate;
correct?
(Frink) My anal ysis asked for an average per
thermrate. |It's an all-in rate. |It's
customer charges. It's everything. |It's the
delivery charge. |It's the commobdity charge.

CHAI RMAN HONI GBERG. | think you can
keep arguing with himif you want, but I'm
pretty sure he's going to give you the sane
answer the next tinme you go in this direction.

All right. |Is there anything

el se you want to ask hinf

MS. BROMWN: Yeah, we have ot her
questions. | was just cutting to the chase

her e.
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MR SPEIDEL: M. Frink isn't a
broken vending, and it doesn't depend on the
nunber of kicks. So I think we're getting the
sanme thing here.

CHAI RVAN HONI GBERG  Wel |, | think
t hey get the point.

MR WLLING Ckay. W'Ill nopve on.

CROSS- EXAM NATI ON (cont ' d)

BY MR WLLI NG

Q
A

Q

Val |l ey Green produced a business plan; right?
(Frink) Yes.

Li berty did not produce a business plan, is
that right, inits filing?

(Frink) Well, they m ght disagree. But what

t hey provided was not a detail ed busi ness pl an.
Ckay. Valley Geen's business plan changed,
and that's part of your concern; right?

(Frink) Well, it has changed, and it seens to
still be in flux.

Do you think that the changes in Valley Geen's
busi ness plan were nmade to adapt to market
condi ti ons?

(Frink) Yes, | do.

Do you think that Valley G een operating in the
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real world needs to adapt to market conditions?
(Frink) 1 do.

How woul d you suggest that Valley G een square
the circle of adapting to market conditions but
not adapting its plan?

(Frink) Well, because of the change in the
energy nmarket, it changes the whol e econom cs
of that thing, which has been realized by
everybody in this room And maybe this isn't
the time to open a utility, a gas utility in
Lebanon/ Hanover. And naybe you shoul d wait
until -- you know, conme back when the plans --
when the business plan is in place that wll --
I's nore feasible.

Aren't market conditions constantly changi ng?
(Frink) O course.

So there won't be a point in tinme in the future
where you could cone in and say these are the
mar ket conditions that we will experience going
forward

(Frink) No, of course not.

Ckay. There was nention earlier about the

M ddl ebury gas system over in Vernont. Vernont

Gas wanted to start a gas island there within
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its territory. Are you famliar with that
Ssituati on?
(Frink) Only what |1've heard here.
Ckay. Wuld it surprise you to learn that they
started with only three custoners --
(Frink) No.
-- With the idea that it would grow into
sonet hi ng bi gger?
(Frink) That wouldn't surprise ne either.
Ckay.
(Frink) May | ask what the size of the
customers were? Because it's really not the
nunber, it's the volune that matter
CHAI RVAN HONI GBERG. M. Frink, one
of the cool things is that they get to ask
questions. You had your shot at themearlier.
W TNESS FRINK: Al right. "1

wthdraw it.

BY MR W LLI NG

Q

Suffice to say, Vernont is encouraging this
sort of devel opnent based on the M ddl ebury
experi ence, wouldn't you say?

(Frink) Sounds that way.

Yeah. How would you inagine that an island LDC
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i n New Hanmpshire should start? Should it not
follow the M ddl ebury experience in Vernont:
Start one up and let it grow?

(Frink) M ddl ebury had custoners when they did
t hat, apparently, and that's how |l think it
shoul d start.

Wth sone nunber of custoners.

(Frink) Yes.

Is there a m nimum vol une that you have in
mnd, in terms of what threshold a start-up
utility would have to neet to have viability?
(Frink) It depends on the circunstances at the
time and the business plan. |If there's a

busi ness plan that -- if the conditions are
such again when Valley G een first came here
and gas prices were half of oil prices, and,
you know, | can see a plan that says we have

t hese custoners that will save this kind of
noney and there's all this interest init and
they' re on propane now and the cost conversion
is such, then the whole plan -- if there's a
detailed plan and an agreenent with -- it
varies how many firmcommtnents it would take

for me to say, yeah, this is a good plan. And
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goi ng way back to when EnergyNorth extended its
systemout to MIford, there was one custoner

t hat satisfied 40 percent of the 10-year

requi rement. But there was also a very high
degree of confidence that they would pick up
custonmers along the way because they had a

busi ness plan that said, okay, our experience
Is such that we know we're going to pick up

90 percent of propane custoners along this
route, and there's this many of them and this
I's what they generate. You know, there was a
very detailed plan that provided a | ot of
confidence and one custoner that provided a
substantial anount of revenue requirenent. And
| could go forward with that. So, again, it's
not, okay, we need 50 percent firm conmtnent.
It's howrealistic is the plan. That
EnergyNorth plan included a marketing program
and everything else followi ng the install nent
of the line. So it was very -- that sort of

t hing goes a long way in determ ning whet her --
you know, when the Conm ssion is considering
sonething like this, those are the kind of

things that will give it confidence and all ow
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it to, and Staff, to recommend approval or
di sapproval. | feel like what's before us in
this instance doesn't give nme a | ot of
confi dence that you're going to be able to
acquire the custoners, to support the
Investnent this it's going to take.
So there is no volunme threshold that you have
in mnd that would be a m nimumthreshold to
cross for a utility to be viable; is that
ri ght?
(Frink) 1'd say it's based on vari ous
circunmstances. In ny testinony, | believe I
cited -- I'd like to see -- 1'd recomend
50 percent... again, it's a rough nunber based
on circunstances, so it could change.
Wul d an initial build-out serving custoners
that were in the range of the volune that Keene
Gas currently has, could that sort of a
buil d-out be viable initially?
(Frink) It would depend on the cost of the
bui | d- out .
Ckay. Switching gears.

This is not a rate case, is it?

(Frink) No, it's not.
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But Staff asked Valley Green to devel op
financial schedul es that would be used in a
rate case; right?
(Frink) Yes.
The schedul es that Valley G een produced
refl ected nunbers that Valley G een was using
at the tine it produced them right?
(Frink) Correct.
And now we're several nonths after those
nunbers were produced.
(Frink) Yes.
If Vall ey Green cane back w th anot her
petition, what you're saying is Valley G een
woul d t hen produce anot her set of nunbers that
hopeful ly woul d neet your requirenents.
(Frink) Yes.
If that petition were successful, then Valley
Green woul d cone back again at a | ater point
w th another set of nunbers in a rate case.
(Frink) Yes.
Al'l of the nunbers prior to the rate case
nunbers woul d be projected nunbers; right?
(Frink) Yes.

CROSS- EXAM NATI ON ( CONT' D)
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Q M. Frink, | just had sone foll owup questions

regarding the testinony that you gave this

nmorni ng, that there were two reasons, as |

recall, that you changed your testinony: One

bei ng regardi ng rate base and one regardi ng
cost of enployees. AmIl fair in

characterizing --

A (Frink) | questioned the rate base, the

reasonabl eness of the projected rate base,
I questioned the annual operating cost.
Q And | want to follow up on the rate base

questi ons.

So, the nunbers that you were conparing,

the costs fromyesterday in M. Canpion's

testinony, inplicit in your argunment, correct,

and

Is that you are assum ng all of those costs are

going into rate base?

A (Frink) I amnot assum ng all of those costs
are going into rate base. | am assum ng that

Val |l ey Green, when they beconme a utility and

hope to recover those costs, wll seek recovery

of those costs.

CHAl RMAN HONI GCBERG. And that's
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consistent with what you testified to a little
while ago in response to the sane question, |
believe; is it not?
W TNESS FRINK: (Frink) | hope so.
CHAI RMVAN HONI GBERG.  Yeah.

BY M5. BROM:

Q

So, if M. Canpion testified -- or do you
recall himtestifying yesterday that those
costs that he disclosed during the confidenti al
session would either go in equity, or if he
coul d recover them recover then? Do you
remenber that testinony?

(Frink) | renmenber the testinony, yes.

So if they -- if the costs go into equity, then
they're not in the rate base; correct?

(Frink) No. Those costs, whether it's funded

t hrough equity or debt, those costs represent
the organi zational costs to build this system
and so it goes into rate base, regardl ess of
what it's funded from | nean, rate base is
general ly supported by equity and debt. So, it
doesn't really matter whether it's equity or
debt; in the end, it's rate base.

But rate base is only what gets into custoner
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rates; correct?

(Frink) The Comm ssion will decide what should
be allowed for recovery in a rate base.

And t he nunber that M. Canpion disclosed
yesterday nmay not all go into rates; correct?
(Frink) That's correct.

So, again, ny question is: |If that is the
case, then your reason for asking the

Commi ssion to deny the petition based on the
rate case issue presunes M. Canpion is going
to ask for nore costs into rate base than what
Is represented in the schedules; right?
(Frink) Yes, that's a concern.

Ckay. And wth those costs that M. Canpion
di scussed, the nunber yesterday, if he were to
respond with nore custoner conmitnents and
finalize nore of the business plans that you
were asking for today in your testinony,
doesn't that take nobney, or cost noney to do

t hat ?

(Frink) O course.

And that's going to al so increase his expenses
t hat he di scl osed yest erday.

(Frink) It woul d.
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Now, the schedul es that you were referring to
this norning in response to Staff 3-10, they

i ncl uded mul ti ple buil d-out scenarios; is that
correct?

(Frink) Yes.

And those multiple build-out scenarios are
based on assuned narket conditions; would you
agree?

(Frink) Valley Green gave us various phases of
buil d-outs. And fromyesterday's testinony, |
mar ked that exhibit as being Service Area B,
the smallest initial build-out.

So, in answer to ny question, wth the
Scenarios A, B, C those build-outs are based
on what nmarket conditions will bear; correct?
(Frink) They're based on Valley Geen's

proj ected buil d-out, what they expect.

Ckay. Let ne just nove on.

The scenarios in response to Staff 3-10
are based on estimated costs; would you agree?
(Frink) Yes. Absolutely.

And those buil d-out scenarios do not represent
t he universe of all build-out scenarios that

Vall ey Green coul d undertake; would you agree?
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(Frink) Yes, | would.

And in designing its project, Valley G een has
allowed it to have various projections to
accommodat e vari ous grow h projections. Wuld
you agree with that?

(Frink) Yes.

And t he denmand and the size of these
projections wll inpact the estinmated costs

i ncluded in these revenue requirenent

schedul es; woul d you agree?

(Frink) It will.

And nore specifically, the cost estimtes could
al so change if equi pnment costs were | ower;
woul d you agree?

(Frink) 1 would agree.

And by way of exanple, if the natural gas

i ndustry tanking in the md -- in the Mrcellus
Shal e area offered up a glut of equipnent, that
could result in Valley G een purchasi ng cheaper
equi prment; woul d you agree?

(Frink) That's possi bl e.

Ckay. So, would you al so agree that the
revenue requirements in these schedul es contain

nunmer ous assunptions that are based on narket

{DG 15-155} [DAY 3] {05-06- 16}




© 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

[WITNESS PANEL: FRINK|KNEPPER|WYATT]

153
conditions?
(Frink) O course.
Then, wouldn't logic flow that your
recomrendati on to deny the petition based on
t hese revenue requirenment schedules is al so
Impact -- is also only as good as the estimtes

that are in these schedul es?

(Frink) The difference between the alternative
fuels and Vall ey G een's averaged costs per
therm the nmagnitude of that difference is
really what concerns ne. And if you are able
to get costs | ower and get nobre revenues,
that's all good. But there's a pretty big
delta there right now So | understand these
are high level and very, you know -- it's the
best estimate at the tine based on narket

conditions. And unfortunately, the results are

what they are, and that's -- it's not |ike, you
know, there's a very narrow margin there. |If
the nunbers are off sone, okay. | assune they

are. But there's a fairly significant
di fference.
And woul d you al so agree that the prices of

today vary significantly fromthe prices, gas
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prices that were available in 2012?

(Frink) Absolutely.

Wul d you also agree it takes tinme to develop a
utility before it's able to offer gas service?
(Frink) Yes.

M. Frink, Valley Geen filed its application a
year ago. Wuld you agree with that?

(Frink) Sure.

And | just want to make sure, because | don't
have a transcript to read. Your testinony this
nmorning, is it fair to characterize that you
were critical of Valley Green changing its

pr oj ect ?

(Frink) My testinony this norning i s not

i nconsistent with ny testinmony when | filed it,
in that | didn't think Lebanon and Hanover

ri ght now will support a natural gas utility.
Before, in ny testinony | suggest that the
Conmm ssi on shoul d not approve the petition and
suspend it. Now |I'm saying deny the petition
and close it. | don't see a really significant
di fference between the two. The fact is | just
don't think this proposal is economc -- this

project is economcally feasible at this tine.
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What |"'mtrying to suss out is, | thought this
norni ng you were giving the inpression that you
| ooked not favorably upon Valley G een changi ng
its project fromthe tine that it filed it to
NOW.

(Frink) It's not so nuch that it's changed from

the initial filing. You should respond to
mar ket conditions. The problemis what | heard
yesterday, | still don't have a clear

under st andi ng of what Valley G een's business

plan is, and that is a concern. |It's still
changing. And part of that -- nost of that is
due to the changing narket. But it just -- the

market as it exists now nakes it very difficult
to make this project economcally feasible.

And what is before us | do not believe is
econom cal |y feasi bl e.

But that coul d change.

(Frink) Absolutely.

Ckay. | want to just nobve on to, you had
asked, | believe, for business plans this
norning; is that correct?

(Frink) I don't -- | would -- ny testinony says

there should be detail ed busi ness plans. And
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yes, if you cone back -- if Valley Geen -- if
the Conmm ssion ultinately decides not to grant
the petition and Valley G een wants to pursue
this further, then I would want to see a very
wel | -1 aid-out, detailed plan with strong
support that would give us an indication that
custonmers up there do want it, will support it,
w Il take gas service, and that you can build a
systemthat will provide that service at
conpetitive rates.

M. Frink, how |l ong have you been with the
Conmm ssi on?

(Frink) About 25 years.

And as part of your responsibilities here, you
review gas utility business plans; is that
correct?

(Frink) Yes.

And woul d you agree that a business plan for a
start-up utility would be different than a
busi ness plan for an existing utility?

(Frink) Yes, it would.

And in your 25 years of being with the

Comm ssi on, have you reviewed a start-up

busi ness pl an?
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(Frink) No, | haven't.

So this is the first tine you're review ng a
start-up business pl an?

This is a very unique situation, yes.

Have you ever run a start-up busi ness?

(Frink) Well, not really. | nean, |'ve done
some -- | sold Christmas trees. How s that?
|'"mso struggling to not ask you what was your
det ai | ed busi ness pl an.

| think -- | don't know if you fully
answered this, but we're trying to get a
conpari son on the business plan of M. -- or
how you vi ew t he business plan of Valley G een
conpared to Liberty.

Is it your opinion that Valley Geen is
farther along in deploying its business plan
for the Valley G een -- for the proposed
franchi se area than Liberty?

(Frink) I would agree, yes.

Now, going back to the rate case schedul es
briefly. Wuld you agree that the nere act of
produci ng the rate case schedul es in response
to Staff 3-10 evidences a level of ability to

conduct financial anal yses?
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(Frink) Yes.
And woul dn't the ability to conduct financi al
anal yses go toward the nanagerial, technical
and financial test -- in specific, the
financial capabilities test?
(Frink) It gives the filing increased
credibility. But again, the nunbers in it are
such that any analysis is really only as good
as the nunbers you put init. And you have to
wonder, when you have an annual expense that
Is -- doesn't seemreflective of what one m ght
expect, you know, if the utility really knows
what they're getting into.
M. Frink, | think I just have one foll ow up
question. Do you know when M. Canpion first
started | ooking into wanting a -- or | ooking at
developing this Valley Green project? | guess
Il nodify that question.

Wien did M. Canpion first approach Staff
wth the idea of |ooking at or formng a
pr oj ect ?
(Frink) | believe it was in 2012.
So woul d you agree he's had four years of

experience in researching how to devel op a gas
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utility?
(Frink) 1'd say he was |l ooking at it before he
cane here. So |I'd say that's fair, yes.
Ckay. Thank you.

MS. BROWN: We have no further cross.
Thank you.

CHAI RVAN HONI GBERG.  Conmi ssi oner

Scott.

| NTERROGATORI ES BY CMSR. SCOTT:

Q

M. Frink, do you renenber, | think it was M.
Evsl i n gave sone testinony, where he suggested
two different price points: One for

mai nt ai ni ng a custoner base so they don't
convert to, in this case, to oil, and another
one to get new custoners? Do you renenber

t hat ?

(Frink) | renenber it well, yes.

Do you agree wth, naybe not the exact nunbers,
but there are two different price points?
(Frink) Yes. Wen he was testifying -- maybe |
didn't understand it correctly. But | thought
what he was saying was that the -- his
custoners usi ng conpressed natural gas were

still using conpressed natural gas even when
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oil was $25 a barrel, even though it nay have
been a little nore econom cally advant ageous
for those custoners to burn oil. So, to ne, |
took that to nean that, basically at $25, $30 a
barrel, a custoner that has the capability to
burn both wll elect -- that's kind of a price
point at which it's a break-even for the
custonmer. So that doesn't -- but those people
have sunk costs. They've converted to nake the
i nvestnent to burn conpressed natural gas.

Wiat the delta is necessary to nake that

I nvestnent, this norning he testified during
cross, he suggested that today's prices, when
you get up into the $40, $45 a barrel, that the
custoners, good-size custoners, m ght be
wlling to nake that investnent and realize a
five-year payback.

So, do you agree, to sone extent, once you're
signed on as a ratepayer of a utility, there's
sone sunk costs, effectively, for lack of a
better word? There's a certain anount of
"capture" there?

(Frink) Ch, absolutely.

And perhaps that's one of the basic tenets of
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why we regulate utilities generally?
(Frink) Yes.

Ckay. So, going back to the discussion about

where oil prices are -- and certainly | think
we all understand there will be sone
fluctuation of everything in the future -- is

it your position that the npbst opportune tinme
to get new custoners is when there's a positive
differential between, in this case, oil and
nat ural gas?
(Frink) Absolutely. For a commercial and
I ndustrial custoner, | inagine the biggest
driver is the payback on that investnent. They
can invest their noney in a lot of things. And
typically a business -- if you' re in business,
you're | ooking for the best payback.
You were al so asked about this -- been a
recurring thenme with me, | guess -- this "Catch
22" issue of not being able to get contracts
and get custoners; right?

So you'd nentioned in a different case you
understood Liberty Uilities had signed
sonebody prior to getting a franchi se approval;

is that correct?
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(Frink) That's correct.

So is it your understanding that that contract
was firm or was it conditional?

(Frink) That customer had signed a service |ine
agreenent to take service fromLiberty
Utilities, and it's a firmcontract. They
signed a contract. They're responsible for

the -- if they don't take service, they're
responsi ble for the line extension costs to
serve them So there is a commtnent there.

But having said that, since the franchise area
wasn't granted yet, | assune -- to your

know edge, was that a condition of that
contract, that it did not take effect unless

t he franchi se was approved?

(Frink) 1'd have to look. | don't believe
that's in the service |line agreenment, but they
may have sonething on the side. Cbviously,
they can't do it if they don't get the
franchise. But | don't renenber the specifics
of that. | think the service |line agreement is
a standard form that any custoner who can take
service, Liberty has them sign that contract.

It's not a special contract. But
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under standably, if they aren't allowed to bring
service, there would be no custoner
responsibility for costs because there woul dn't
be any cost for an extension.
And | think |I had asked one of the other panels
earlier -- it's alittle bit different -- but
ny understanding is, for interstate pipelines
to be built, to get a certificate of need from
t he Federal Energy Regul atory Comm ssion, the
first step in that is people sign precedent
agreenents with the pipeline before it's built.
I's that correct?
(Frink) That's correct.
And that's standard; correct?
(Frink) That is standard.

CMSR. SCOTT: That's all | have.
Thank you.

CHAI RVAN HONI GBERG.  Conmi ssi oner

Bai |l ey.

| NTERROGATORI ES BY CVSR.  BAI LEY:

Q

l'"mgoing to try to ask some questions to nake
sure that | understand an area that |'m not
expert in, but I think you are, M. Frink.

Can you |l ook at Exhibit 5, Bates-stanped
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Page 103. And this is confidential, so we're
not going to say the nunbers out | oud.

(Frink) Ckay. |'mthere.

This is one of the schedules that you cited in
your testinony. And this is the schedul e that
t he Applicant has provided to show, for one
thing, to show that the revenue that they
expect based on all their assunptions wll
cover their costs. And it conputes the average
cost to a custoner on a per therm basis.
(Frink) That's correct.

Ckay. So, under the Expenses, there's a nunber
there that shows what they expect their
expenses to be for distribution of operation
and mai ntenance. Can you tell ne what you

t hi nk, what kind of expenses woul d be included
in that estinmate?

(Frink) Well, so you see Distribution O & M
Cost s.

R ght.

(Frink) So that would be the cost of -- and M.
Knepper could answer it, what those costs
entail better | could. But those are your

| i nenen and your |ine supervisors and tools --
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well, that would be a capital cost. But gas.
And al ong those lines, the admnistrative and
general expenses, that would be your -- that
woul d reflect regul atory costs and | egal costs.
So, just your billing, your accounting, all
that falls under Adm n and General Expenses.
So, M. Knepper, would that include the five
enpl oyees that we were tal ki ng about yesterday
who were going to ensure safe and reliable
service?

(Knepper) | would think it would be built into
t hose |i nes.

Ckay. Wuld it include -- would the
Distribution O & M nunber i nclude things other
t han those five enpl oyees? Anybody can answer.
What el se would it include?

(Knepper) It m ght be outside contractors,
subcontractors, things |like that that you hire,
sonme of those costs.

(Frink) When they submtted -- when Vall ey
Green submtted this, obviously there's a pl ace
there for conpany full-tinme enpl oyees,
full-tinme equival ence. But because they're

using Tri-Mont and Gulf and things |ike that,
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at the tine they weren't sure what their
full-tinme equivalents would be in that first
year. So this would reflect consulting fee --
paynent to the contractors.

So it would -- this nunber woul d i ncl ude or
shoul d i ncl ude the cost of what they' re going

to pay Tri-Mnt for designing and i nspecting

t he construction -- but not the construction,
obvi ousl y.
(Frink) Well, it may be a rate base item But

certainly their inspections, their training,
their oversight of any enpl oyees, contractors
that Vall ey Green m ght be using, that shoul d
all be part of the Distribution O & M

Ckay. So, M. Knepper, based on your

experi ence, do you have any idea whet her that
nunber is sufficient to, all by itself, cover
the five enpl oyees, including the chief
operating officer and the five enpl oyees that
were going to be responsible for safe and
reliable service, or does that nunber seemtoo
| ow to you?

(Knepper) In ny opinion, it appears |ow.

Ckay. And when we get down to the bottom of
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t he page, Net Inconme, can you tell ne what " Net
| ncone” neans? |s that the noney they have

| eft over after they've collected their revenue
and paid their expenses?

(Frink) You take your total operating revenue
and subtract your total operating expenses,
that will give you your net operating incone.
So that's the noney they have |l eft over in case
the nunber for the Distribution O & M expense
is too low. That's all they have left to add
to that and still have any revenue?

(Frink) This is net operating inconme, so
there's -- | don't know if their financier is
going to -- you can nake nore equity

I nvestments, you could borrow noney. But
essentially, once you -- assum ng they get that
revenue that they're projecting, if their
expenses exceed this, then that's going to
reduce that net incone. And once you go above
t hat nunber, then they'd be operating in the
red.

Ckay. Thank you.

| NTERROGATORI ES BY CHAI RMAN HONI GBERG

Q

M. Frink, | want to understand what hasn't
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changed in your testinony, just to close the
| oop on that.

I know you started your testinony this
nor ni ng by saying that, if you were asked the
sane questions today, you actually wouldn't be
giving all of the sane answers, and you changed
sone of them But you're not changing the rest
of your testinony; right?

(Frink) Right.

On Page 3 of your testinony, | think Attorney
Patch may have alluded to this question and
answer regardi ng whet her the Conpany has
manageri al, technical and financial expertise
to operate a natural gas utility. And your
answer was "not at this tine," and then you
added a little bit. | want to nmake sure |
understand. And maybe M. Knepper or M. Watt
may need to contribute here as well.

I's the probl em managerial? |Is the problem
technical? 1|s the problemfinancial? O is it
sonme conbi nati on of those three?

(Frink) 1 didn't delve too nuch into the actual
manageri al and techni cal because ny point is

that it fails financially, and so the other
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pi eces are kind of irrelevant if it's not going
to work. | can't venture a guess --

| know M. Knepper has testinony on the
technical, and | think managerial as well. |
just want to nake sure |'ve got it clear.

So, M. Frink, you're largely limting
your concerns to the financial portion of those
three criteria; is that right?

(Frink) That's correct.

All right. M. Knepper M. Watt, do you want
to offer up concl usions regardi ng manageri al
and techni cal expertise? Because | know your
testinony alludes to those things, but |I'm not
sure it actually closes the | oop.

(Knepper) Well, it's hard to definitely say yes
or no based on what you | ook at. You have to
recogni ze our perspective is in the safety
review of things. W deal with operators that
are utilities and non-utilities. W have LP
operators that we | ook at that are
non-utilities. So we're not |ooking at rates
and revenues and all the things that M. Frink
is looking at. But they're obligated

regardl ess to provide safe service. W wll
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not allow an operator to run a systemthat's
unsafe. That doesn't nean they don't have
conpl i ance issues. Doesn't nean we're not
going to |l ook at those things. So, for us,
we're going to be asking questions: Are you
famliar with the codes? Are you famliar wth
t he conponents that nmake up those things? And
| believe that they are. | think technically

t hey have worked with utilities before.

They' ve worked with small utilities. They

wor ked with sonme of the sanme utilities that are
here. They may not have been in this state.
They worked for -- so we | ooked at those things
as pluses. But we're not saying they do it
day-to-day and they're doing it every single
day and that's what their nmaj or course of

busi ness is. So we recogni ze those things.

But | would say | didn't see any huge hurdl es
that couldn't be overcone and anythi ng that
caused us to have red flags. W kind of | ook
at this as a resune. W had sone tal ks and

di scussions. And in those discussions, |

didn't cone away feeling that it was issues of

I nconpet ency or any of those type of things.
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(Frink) And if | could just clarify. Wen I
say, "they're in the process of acquiring,"”

t hey haven't entered into any contracts with

t hese vendors and consultants to do work beyond
what they've done as part of this filing.

| was going to ask you about that because it's
simlar to the testinony that M. Mill en gave.
And | know | had exchanges with M. Millen and
Dr. Chattopadhyay about what they would want to
see. | think M. Patch asked you a little bit
about that exchange this norning.

But | guess | want to know, do you agree
with M. Millen's testinony ultinately, that
one of the places where this falls short is
that there is no operating officer in place and
no time line to get one in place, so the people
who are by title and by responsibility
ultimately accountabl e don't have the kinds of
experience that you would want to see in
running a conpany like this?

(Frink) I would agree with what you said, other
than in two years you coul d bring sonebody on
to do that. So when you say "they don't have

sonebody in place now or in tine to get
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sonebody,” well, they do have tinme to get
sonebody. But they don't have sonmebody now
that would -- that we could actually eval uate

and know i f this person knows what they're
doi ng and woul d be able to shepherd this
t hr ough.
Shoul d we feel confortable in a situation |ike
that, granting a franchise with no one in pl ace
but a prom se to put soneone in place before
they actually flip the switches?
(Frink) I wouldn't.
I want to follow up on a line of questions
Attorney Brown was asking you about the
signi ficance of the changes that the Conpany
has made to its plans over tine.

I think through a fairly long series of
questions and answers with M. WIIling and
Ms. Brown, you acknow edged that change is
sonetinmes and often is appropri ate when
circunmst ances change; right?
Yes.
| have a feeling, based on what you've
testified and the way you've said it, it's not

that they have nmade changes, it's that, as you
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sit here, you're feeling like you're trying to

eval uate a noving target.

(Frink) That's well put.

You nay have even used that phrase, or maybe it

was M. Knepper who used that phrase this

norning. | don't think | made it up nyself.
What you contenpl ated before was suspend

this and do sone nore to put yourself in a

better position to go forward. |Is that a fair

way to put it?

(Frink) Yes.

And your change this norning to say deny it is

really just -- suspend or deny, you're stil

advising, if they want go forward, go back and

do sone nore work to get yourself in a position

to make a better presentation?

(Frink) That's correct.

I want to talk a little bit about the

acqui sition of customers. |'mnot sure |

under st ood one of the points that you and

M. WIIling were having a back-and-forth about.

| seemto hear you say that a conpany that

signed on with Liberty in advance of a getting

a franchise, or with Valley G een, would stil
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be able to change its mnd and not go wth

t hose conpani es under certain circunstances.
Can | get a little clarification on that?
Because there's binding, no contingencies, and
then there's binding as long as certain
conditions are net. | want to nmake sure |

under stand what you're saying. Can you clarify
that for nme, please?

(Frink) Well, on a high level, it goes nore to
what Commi ssioner Scott was saying, that at the
FERC you have to have customers to denonstrate
a need. And I'm | ooking for customers not
necessarily that are willing to nove this --
show enough desire in this project and for this
service that they're willing to make sone
financial commtnent. And obviously it's

condi tioned on if they get the approval first,
the franchise and then the rates and everything
el se. You can condition it any way you want

it. But to this point, | have not heard or
seen anything froma custoner that |eads nme to
believe that they're going to commt to service
i n Lebanon and Hanover. And |I'm not seeing

supporting docunentation as to what the real
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mar ket potential is for conversi ons and how
qui ckly those conversions are going to take
pl ace. Typically, you build a |line, and
eventual |y custoners along that |ine over tine
will -- you know, saturation rates are actually

very good. But | just... | think the

Commi ssion in the past has approved franchise
expansi ons that, you know, paid for thensel ves
within 10 years. | have serious concerns that
that won't be the case here, and | want to see
sone indication fromcustoners that that's not
t he case.

No, | understand that. | just do want to

f ocus, though, on one type of custoner that |
think you and M. WIIling were talking about,
and that is a prospect who is thinking that he
or she m ght want to convert over the next
three years, say. And if they were to sign a
conditional contract wth Valley G een that
says, you know, I'mcommtted to you, as |ong
as you get all your approvals within the next
18 nonths, and as long as it's done in 18

nmont hs, |'m your custoner, that person woul d be

foreclosed fromthen signing a contract wth an
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NG Advant age or soneone el se; would they not?

A (Frink) Yes, they would be.

Q So | do want to be clear, nake sure |

under st and that when you were talking with
M. WIIling, you weren't saying that such
custonmers, once they nake conmm tnents, can back
out under any circunstance. |t depends on what

their contract says, doesn't it?

A (Frink) Yes, it does.

Q And savvy custoners will build as nany

contingencies as they can into their contract.
But the nore certain they are, the nore
confortable you'll be that the demand wi ||l be

there if it goes live; right?

A (Frink) Yes.

CHAI RVAN HONI GBERG. | don't think I

have anyt hi ng el se.
M. Speidel, do you have any

further questions for your w tnesses?

MR, SPEIDEL: | do, indeed, a couple
| oose ends regarding M. Knepper's and M.
Watt's testinony.

REDI RECT EXAM NATI ON
BY MR SPEI DEL:
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There was sone nention within your recent
answers to Chai rman Honi gberg's questi ons, and
al so sone of the interrogatories that M. Patch
engaged in, for starters, M. Knepper, when you
were responding to M. Honigberg' s questi oni ng,
you were referring to Tri-Modnt's capabilities,
Is that correct, not necessarily Valley Geen's
own capabilities?

(Knepper) Yeah, we focused nostly on Tri-Mont
and Gulf's abilities to operate the plant.

So that's operational and technical expertise
within the context of the engineering of the

pl ant and the ongoi ng gas operati ons aspects;
correct?

(Knepper) That's correct.

So it's not necessarily Tri-Mdnt's abilities to
manage the financial aspects of the business
or, for instance, the business planning or

busi ness outreach el enents.

(Knepper) Correct.

And within Exhibit 4, | think there's a Valley
Green response to a Staff Data Request No. 1-4.
That's in Section B, Bates Pages 7 through 11.

| think this is what you were referring to in
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shorthand as the "resune"; isn't that right?
It's materials such as this that you eval uat ed
in addition to in-person interviews of Tri-Mnt
personnel that |led you to believe that they had

t he techni cal expertise; isn't that right?

(Knepper) Yeah, | wouldn't say it was an
"interview " But it was a discussion, and we
| ooked at these things. |If sonmeone has

experience with a utility, that's good, better
t han not having any. |f you' ve got sone
experience with LNG that's good, better than
not having any. |If you have sone experience
with other supplenental fields, that's good,
better than not having any. And so when we're
havi ng t hese di scussions, we're not asking for
perfection. W're not, you know, trying to --
t he question is: Can we have a di scussi on and
an under st andi ng of what our expectations are,
and are they able to grasp that and under st and
that? And | think that we were able to have
t hose.
Thank you very nmuch, M. Knepper.

M. Frink, do you have, still, the

newengl andoi | . com handout the Vall ey G een
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attorneys gave over to you?
(Frink) Yes, | do.
Ckay. Can we just take quick glance at that.
For starters, on the third page of this
t hr ee- page handout, there's a |list of various
oil prices for south central New Hanpshire.
You reside in south central New Hanpshire;
correct?
(Frink) Correct.
And you reside in the city of Manchester?
(Frink) Yes.
You see that there's evidently two Manchester
oil dealers listed here. |In your know edge,
there's probably nore than two oil dealers in
the city Manchester; right?
(Frink) Many nore.
Many nore, yeah.

And regarding the informati on presented on
t he second page of the handout, there's two oil
dealers listed for the entire west central New
Hanpshire region. Now, isn't it fair to say
t hat a Lebanon or Hanover resident m ght be
interested in ordering oil from say, Wite

R ver Junction, Springfield, Vernont? There's
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nore oil deal ers serving Hanover and Lebanon

t han probably these two; isn't that fair to
say?

(Frink) I'"msure there are.

So I think you would agree that this isn't the
entire universe of oil prices available to
residents of either Manchester or Lebanon and
Hanover; isn't that fair to say?

(Frink) That is definitely the case.

Ckay. So when you were describing your own
personal experience with oil prices in the city
of Manchester, it's indicative of pricing

| evel s for untaxed No. 2 oil in New Hanpshire
generally; isn't that fair to say?

(Frink) Yes.

And Manchester is a fairly liquid oil market,

| ots of conpetitors; right?

(Frink) Yes.

So it's not necessarily the worst case, but
it's a pretty good indication of the best case?
(Frink) Yes.

Ckay. Al right. So there was quite a bit of
di scussi on and questioning by the Valley G een

attorneys, and | would say that we can start
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with the general question regarding the

I nclusion of start-up expenses in the rate base
accounting of the de novo utility. Do you
recall that discussion?

(Frink) 1 do.

Ckay. So you did hear M. Canpion testify
yesterday that he woul d hope that the expenses
related to start-up costs would be recovered
nmost |ikely through an equity item is that
correct?

(Frink) That's ny recoll ection.

To your know edge, is that prohibited by any
Conmmi ssi on precedent or any rate base
accounti ng convention, to your know edge?
(Frink) No, it's not.

So, in your experience as a rate analyst for 25
years, have you seen nmany i nstances where
conpani es that aren't precluded from seeking
recovery through a certain nechani smare
circumspect about seeking recovery?

(Frink) There have been instances for snal
utilities with cash fl ow probl ens and narket

i ssues. Concord Steam and Keene both have a

| ot of conpetition for their alternative
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supplies, and they've cone in for rate cases
and foregone recovery or haven't sought
recovery that in a traditional ratenaking they
woul d be entitled to.

But that usually happens when you' ve got a
pretty small boat and you're bailing out fast
totry to keep your custoners. |It's not the
usual convention; is that fair to say?

Frink That is fair to say.

So, certainly I don't want to necessarily

di scl ose any confi dences, but there was a
significant difference betwen the expected
expense figures that have been fleshed out in
the past and those that were testified to
yesterday; isn't that right?

(Frink) Say that again?

There's a significant difference in the
expected expense figures, the start-up expense
figures that we've heard over the pendency of
t hi s proceedi ng?

(Frink) Right. Again, referring to what was
filed, the Conpany projections, there's sone
very specific expenses in there. And based on

t he expenses incurred to date, they were well
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i n excess of what was reflected in projected
costs, start-up costs.
Ckay. So | think what you have as a general
pi cture is you've relied on the di scounted cash
flow analysis to serve as a test for the
financial viability of the Valley G een
proposal; isn't that right?
(Frink) Yes.
So, certainly it's been used in the past to
assess the proposals of existing utilities that
have a fairly | arge physical plant and a | arge
base of custoners -- |large for New Hanpshire,
of course. But in your professional opinion,
Is it also a reasonable test for the financi al
reasonabl eness and viability of a de novo
pl ant ?
(Frink) O course. And that is what their
I nvestor said --

(Court Reporter interrupts.)
(Frink) Their investor, NECP, testified that
t hey'd do a di scounted cash flow analysis to
make an appl es-to-appl es conpari son of vari ous
I nvest ment opportunities.

So, that was M. Bernstein's testinony to that
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effect.

Now, woul d you agree that the utility
busi ness, the gas utility business in
particular, is a fairly capital -intensive
busi ness?
(Frink) Yes, it is.
As | recall -- | don't want to testify nyself,
but | have personal know edge of this.

As | recall in the earliest discussion, I

think there was sone indication to M. Canpion
that that is the case, that it is a very
capital -intensive business; isn't that right --
around 2012?

(Frink) OCh, absolutely.

Yeah. And then there were subsequent

di scussions prior to the May 2015 filing of the
petition. And as | recall, there was al so

di scussion of the need to file conprehensive
financial schedules relying on pro forma

revenues, pro forna expenditures, personnel

expenses, et cetera, | think; wasn't that

ri ght?

(Frink) | renenber having those di scussions,
and it was -- we did our best to explain that
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this is for the Comm ssion to approve sonet hing
like this. Develop it as conpletely and
reliably as you can possibly do. And that's
fromeverything to proposed rates and
everything el se, that the nore you put in
there, the better your chances. And that's --
so, yes, | do renenber those di scussions.

So when the petition cane in, in the form of
Exibit 1 and ancillary exhibits, there weren't
any of those schedul es presented; isn't that

ri ght?

(Frink) 1 don't know about any schedul es,

but --

They were tariff pages. But pro forma
financials -- would you like to refresh your
menory with material ?

(Frink) No, I think | recall that there was no
substantive schedules in there.

So those were devel oped t hrough di scovery by
Staff and OCA and ot her parties; correct?

Yes.

So that Valley G een, during the pendency of
this proceeding, used the tine to anply add to

Its subm ssion with these detail ed, granul ar
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pro forma schedules; isn't that right?
(Frink) They did. They added to it. | wll
say their filing didn't include it. But, for
i nstance, the discounted cash fl ow anal ysi s,
that wasn't -- they hadn't done that prior to
filing. They just had filed it as part of
their petition.
Ri ght.
(Frink) So we did get to that and then took it
further, of course, to try and get a revenue
requi rement that the Conm ssion m ght expect to
see for rates. So, yes, that was not in their
initial filing.
So that was added to the attention of Staff and
t he other parties over tine.

And using the information that you
exam ned, | think you cane to the concl usion
that the di scounted cash flow analysis is a
reasonable netric for examning the different

aspects of capital investnent versus revenue

for this proposal; isn't that right?
(Frink) Ch, yes. Well, | believed that well
before their filing.

So you're new to this, insofar as you haven't
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had a de novo cone across your desk yet. But
you're relying on industry standards of
financial anal ysis to gauge the appropri ateness
of this filing; is that right?

(Frink) Yes.

Ckay. So there's two questions | wanted to ask
about the matter of de novo versus existing
utilities expandi ng their operations.

I think in the recent Liberty hearing we
had some di scussi on about di scounted cash fl ow,
too. But what |I'mgoing to ask you about, just
to clarify, because there were sone questions
fromValley Geen's attorneys about this, in
the case of an existing utility expanding its
operations into a new franchise territory, the
general concern woul d be cross-subsidi zati on.
The existing ratepayers of the utility are
expected to bear the costs that cannot be
econom cally borne by revenues in the new area,;
Is that fair to say?

(Frink) That is definitely a maj or concern.
Ckay. So that would be the existing utility.
Movi ng on.

Now, in the de novo case, wouldn't it be
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fair to say that the primary concern that you
di scussed, actually quite at length in your own
testi nony, would be the risk of business
failure? There's too nmuch capital investnent.
It's too heavy. Operating expenses are too
heavy for the amount of sales that the de novo
can gin up in that franchise territory; isn't
that right?

(Frink) That's right. It was pointed out by
Vall ey Green thenselves. There isn't arisk to
exi sting custoners because there are no
existing custoners. The risk is entirely wth
the principals that have invested in this
project may not ever realize a return on that
investnment. So, until they actually cone into
service, the risk is entirely on the potenti al
utility.

So, having exam ned all of the accounting
schedules in a generic way, w thout having to
necessarily engage in technical analysis, but

al so using your own techni cal anal yses, you've
concl uded that there could be, w thout adequate
custoner conmm tnents, a risk of business

failure by Valley Geen if it were to be
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awar ded the franchise; isn't that right?
(Frink) That is correct.

Ckay. So if there's a risk of business
failure, would you agree that custoner

di scour agenent and wasted tine are significant
Issues in a snmall area such as

Hanover/ Lebanon -- for instance, if a custoner
signs up for service and the de novo fails and
then they're left in hot water and naybe they
have conversi on costs? Wuld you agree that
such risks are significant here?

(Frink) 1 woul d.

Ckay. And would you agree that it's probably
not optimal to rely on the ability of the
Comm ssion to withdraw a franchise after it's
been awarded to a failed entity, as conpared to
not granting a shaky entity the franchise in
the first instance?

(Frink) 1 agree.

So, just avoiding all those "opportunity
costs.” | think that's how you had descri bed
themin your testinony.

(Frink) Yes.

Ckay.
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MR. SPEIDEL: | have no further
questions. Thank you very nuch.
CHAI RMAN HONI GBERG.  All right. If

there's nothing further for these gentl enen,
they can return to their seats.

There are no other w tnesses;
correct?

[ No verbal response]

CHAI RVAN HONI GBBERG. Al l right. I
t hink we've got that established. Let's talk
about exhibits for a nonent. There's one
record request pending, which is going to be
16 -- just a second, Conmm ssioner Scott --
which is going to be Exhibit 16, which is to
Li berty.

Correct, M. Patch? W'Il| |eave
the record open for that.

Wth respect to the other
exhibits, 1 through 15 and 17, if there's no
objection to striking I.D. on any of those
exhibits, all right, we will do that.

(Exhibits 1-17 admtted.)
CHAI RMVAN HONI GBBERG Are there any

exhibits fromthe earlier hearing that need to
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be admtted as full exhibits? M. Brown? M.
WIlling. Sorry.

MR WLLING | think you' ve already
deci ded Exhibit 1 fromthe other hearing was
adm tted.

CHAI RVAN HONI GBBERG.  Yes.

MR WLLING The others do not need
to be adm tted.

CHAI RVAN HONI GBERG. I think
everyone's in agreenent on that; correct?

[ No verbal response]

CHAI RMAN HONI GBERG. Al |l ri ght.
Conm ssi oner Scott, | believe you have --
there's another confidentiality question?

CVMSR. SCOTT:  Yes.

Attorney WIIling, so, yesterday
we had a discussion in a confidential session
about Exhibits 4 and 5 -- Page 16 in Exhibit 4
and 92 | think on Exhibit 5, the confidential.

So ny first question is: |
t hink you agree that Page 92 in Exhibit 5 is no
| onger confidential ?

MR WLLING Yeah, we did agree to

that, and then | think we di scovered there were
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slight differences between the two pages.

CVMBR. SCOTT: So ny first question is
how you're going to rectify that in the record.

MR WLLING \Wether we waive it or
not or --

CHAI RVAN HONI GBERG. | thi nk what we
may be | ooking for is a new version of the
unr edact ed docunment, because currently | think
Exhibit 5 may be -- no.

MR WLLING Yeah, it's Bates
Page 92 in Exhibit 5.

CHAI RVAN HONI GBERG. But there shoul d
be the non-confidential version of that packet
Is 4. So there should be a version in 4 that
t hen has the unredacted docunent in it;
correct?

MR WLLING Yeah, Page 16. And |
t hi nk --

CHAl RVAN HONI GBERG It' s al ready
there. But as we've established, it is
slightly different.

CMSR. BAILEY: Can | ask a question?

CHAlI RVAN HONI GBBERG.  Sur e.

CVMSR.  BAI LEY: Isn't Page 16 nore
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specific? The unredacted version is nore
specific, contains nore possibly confidenti al
information than the --

MR WLLING | think that is
correct.

CVBR. BAILEY: So it's already
public. So |I think maybe we coul d just take
t he page out of the confidential filing,
because it has |l ess specific information in it.
So there's nothing confidential on that page at
al I .

CHAI RVAN HONI GBERG Let's go off the
record for a second.

(Di scussion off the record)

CHAI RVAN HONI GBERG. Go back on the
record. Commi ssioner Scott.

CVMBR. SCOTT: So, second question --

CHAI RMVAN HONI GBERG. Wait. W need
to finish this on the record. W need to
finish the conversation we just had.

So we nade a reference to

Exhi bit 4, and that was a m stake a nonent ago.
The non-confidential version of Exhibit 5 is

Exhi bit 6. And so, based on the conversati on
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that took place yesterday and earlier, Page 92
in Exhibit 6 needs to be replaced with the full
version, which is no |longer confidential. It
exists in Exhibit 5 on Page 92 and needs to be
recreated in Exhibit 6 as Page 92.

All right. Conmm ssioner Scott,
anot her issue.

CVMBR. SCOTT: So, Attorney WIIing,
if you could go to Exhibit 5, the confidenti al
material, Bates 133. Are you there?

MR WLLING Yes.

CVMBR. SCOTT: Do you agree with ne
that, based on the discussion we just had,
there's nothing confidential on this page?

MR WLLING Yeah, the three
par agr aphs on that page should not be
confi dential any | onger.

CMSR. SCOTT: So that needs to be
rectified al so.

MR, WLLING Yeah.

CHAlI RVAN HONI GBBERG.  So, an
unr edact ed version of that page will be
provided for Exhibit 6. Wat page? Wat was

t he page nunber agai n?
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CVMBR. SCOTT: It's 133.
CHAI RVAN HONI GBERG Page 133.

All right. Are there any other
exhibit matters we need to deal with before we
allow the parties to sumup? M. Patch

MR PATCH. M. Chairman, | don't
mean to conplicate things, but don't you nmean
he woul d provide in Exhibit 5 a
non-confidenti al version of Page 92? Because
there isn't one there now.

CHAI RVAN HONI GBERG. You don't have
Exhi bit 5.

MR, PATCH:. | have 5. | don't have

MR WLLING Six is the public
version of 5.

MR PATCH. [|I'msorry. 1It's got the
wong tab nunber in ny book. Sorry. |I'm
conf used.

CHAI RVAN HONI GBERG  Sorry. You had
me there for a mnute, M. Patch. GCetting
worri ed.

| s there anything el se, real or

I magi ned?
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[ No verbal response]

CHAI RVAN HONI GBERG Al |l right. So
we're going to give the parties a chance to sum
up. We'll be finishing with Valley G een, and
we'll start in the back left, M. Corwn.

MR CORWN: | don't have anything to
add. Thank you.

CHAI RVAN HONI GBERG Ms. Arwen.

MS. ARVEN: Yes, | have a closing
statenent. It's about four minutes, if I'm
al | owed.

CHAI RVAN HONI GBERG:  Four mi nut es
sounds wonder f ul .

CLOSI NG STATEMENTS

M5. ARVEN: Great. A happy
occurrence for ne in the | ast year was becomn ng
part of a national project with the Upper
Valley Sierra Qub Steering Commttee, working
on a funded grant initially seeking comm tnents
from Hanover and other conmmunities to becone
100 percent renewable by 2050 in all three
sectors.

W are facing a crisis, one that

will, one way or the other, change our
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civilization forever. Qur climte i s changing,
and because of the failure so far of our

| egi slators and regul ators to act decisively,
the options that remain for us to respond to
the crisis have dimnished. | believe that the
Comm ssion and all of the parties to this
procedure share a common basi ¢ under st andi ng.

| believe we all accept the truth in the data,

t he nodel s and the conclusions of clinmate
scientists. |If we believe the scientists, then
we nust accept the conclusion that gl obal

car bon- equi val ent em ssi ons nust be reduced to
net zero within the next three and a half to
five decades if global warmng is to be limted
to 2 degrees. Hunman-generated greenhouse gas
em ssions nust be elimnated in this century.
We nust accept the conclusion that failure to
neet those targets will have catastrophic
consequences for civilization and the natural
world. Mbst projects show that even a 2-degree
Cel sius rise in average tenperatures wll be
devastating. | note that all of the nore than
190 national governnments who signed the Cinate

Agreenent in Paris | ast Decenber nade
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commtnents to achieve the goal of limting
warm ng to 2 degrees, but then went further by
acknow edgi ng that we should strive to limt
warmng to 1.5 degrees. |Indeed, 13 of the 15
hottest years on record have all occurred since
the year 2000. |If we accept those concl usions
as fact, then a petition for the granting of a
franchi se that would require the buil ding of
new fossil fuel infrastructure nust be
under st ood and exam ned within the context of
the climate crisis; otherw se, there can be no
under st andi ng of whether the proposal is in
t he, quote, public good.

New Hanpshire's Cimate Action
Pl an was rel eased in 2009 by a task force
chaired by the Conm ssioner of the Departnent
of Environnental Services pursuant to an
executive order by Governor John Lynch. The
plan is out of date and does not refl ect
advances over the past seven years in the
under st andi ng of climate change. |t does,
however, set out goals for the reduction of
gr eenhouse gas eni ssions: 20 percent bel ow

1990 | evel s by 2025, and 80 percent | ower by
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2050. The pl an descri bes sonme consequences of
failure to reduce greenhouse gas emn ssions, and
it spells out benefits to the econony from
em ssion reductions. The Conm ssion has
previously ruled that it does not, quote, find
questions relating to the dimate Action Pl an
relevant to our inquiry, end quote. Even after
acknowl edgi ng that the Conm ssi on enjoys,
quot e, broad discretion in the managenent of
di scovery, end quote, by way of explanation of
the denial of ny request to conpel a response
related to the dimate Action Plan, the
Conm ssion wote, quote, If we perceive of no
circunmstance in which the requested data woul d
be relevant, we will deny your request to
conpel its production, end quote.

Wth respect, | urge the
Comm ssion to reconsider the rel evance of the
state's climate plan in this docket, or
presunmably in any case that cones before it.
Every buil d-out of new fossil fuel
infrastructure |l ocks in an increnent of
gr eenhouse gas eni ssions for decades to cone.

The termis "carbon |ock-in." You may well
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decide that neither this project, nor the one
proposed by a conpetitor in another docket w ||
be in the public good, based nerely on

consi derati ons of nonentary energy prices and

t he nunber of angry custoners. That would be a
wel coned deci sion. However, with tinme running
out tolimt the nost catastrophic effects of
climate change, the people of New Hanpshire
need regul ators who have the courage to
exerci se the broad discretion that the | aw
allows. Please, | urge you to consider the
effects on global clinmate. Thank you very
much.

CHAl RVAN HONI GBBERG:. Ms. Arwen, are
we bound by state law? |Is it your opinion that
t he Comm ssion is bound by state | aw or not?

MS. ARVEN: Surely.

CHAI RVAN HONI GBERG  Thank you.

Ms. GCei ger.

M5. GEIGER Yes. Thank you, M.
Chai rman. NG Advant age appreci ates the
opportunity to participate in this docket and
to share its perspective regarding the role of

conpressed natural gas in an island LDC for the
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Upper Valley, as well as the inportance of
obtai ni ng gas supply and rel ated services for
both LNG and CNG through a truly conpetitive
RFP process.

NGA favors the granting of a
franchi se in Hanover and Lebanon. However, the
Conmmi ssi on should not grant Valley Green's
petition w thout substantial changes, such as
requiring that the system be designed to
utilize both CNG and LNG and requiring a truly
conpetitive RFP process for trucked gas to the
I sland system Thank you.

CHAI RVAN HONI GBERG M. Patch.

MR. PATCH. Thank you. Based on the
evi dence that's been presented to the
Commi ssion in this docket, we believe the
wei ght of the evidence shows very clearly that
Vall ey Green has not nmade the requisite show ng
in order to be granted a franchi se by the
Comm ssi on, the necessary financial, technical
and managerial capabilities, nor do we believe
it's in the public interest, based on all of
the testinony that's been submtted. W don't

think Vall ey Green possesses the experience or
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capability to construct, own and operate a
natural gas distribution conpany. It's
attenpted to conpensate for that by contracting
wi th others, but those contracts have not been
finalized. The Comm ssion really does not know
who would fulfill those positions in a nunber
of cases. And so we don't think they have nade
t he requi site show ng.

We think there are al so serious
doubts that the rates would be just and
reasonable, for a few reasons. M. Frink
testified with regard to the projected capital
structure and revenue projections. And based
on that, he doesn't think that they have
presented sufficient evidence on that. In
addition to that, the issue that's been raised
by NG Advantage with regard to Valley Geen's
failure to indicate that they would be
purchasi ng commodity through an RFP process we
think is a significant issue.

And al ong those lines, | want to
quote a Comm ssi on order from January of this
year, in IR 15-124, Order 25,860. In that

order, the Conm ssion said, quote, There is a
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recognition in private industry and regul atory
bodi es t hroughout the United States that
conpetitive bidding, acquisition processes
provi de powerful benefits for ensuring prudency
in utility expenditure and, by extension, cost
savings for utility customers through the

I ntroducti on of cost discipline, open

partici pati on by conpetitors, and choices in
product acquisition, close quote. The fact
that Valley G een has a sol e-source contract
wth Gulf, and therefore no intention of
procuring the supply of gas needed to serve
customers through a truly conpetitive process
should be a significant concern. It's also

i nconsi stent with RSA 378: 37, Least Cost

Pl anni ng and i npl enent ati on.

None of the parties to this
docket, other than Valley G een, believe that
Vall ey Green should be granted the franchi se.
You' ve just heard from NG Advant age, whi ch was
probably the closest to suggesting that. But
t hey obviously still have concerns. So, based
on that, we think the Comm ssion ought to deny,

as M. Frink testified today.
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There's one nore item| just
want to raise, M. Chairman. |In his opening
statenent on March 2nd, M. WIIling had said,
quote, Liberty was not interested. Because
Li berty was not interested, they decided to
pursue the project on its own. At the tine, |
objected to this statenent, and the Chairnan
overrul ed the objection, but said, "If at the
end of the day they haven't delivered on their
prom se, certainly remind us." And so | just
wanted to do that. | think the testinony now
indicates that it is not the case that Liberty
was not interested. | think we substanti ated
that on the record. Thank you.

CHAI RVAN HONI GBERG. M. Cicale.

MR. ClI CALE: Thank you, M. Chairnman.
The O fice of Consuner Advocate is very
sensitive to the investnent and tine that
Vall ey Green has put into its petition.
Substantial suns of nmoney and pl anni ng have
gone into the enterprise as it stands. And,
you know, it's a rare day when a start-up cones
t hrough the doors of the Public Service

Comm ssion -- Public Uilities Conm ssion
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seeking to serve an area for a franchise. M.
Frink testified that in his 25 years of
experience, a start-up's application has never
come before his desk for approval. That's a
quarter century. He's got a |lot of experience
here.

And, you know, it remnds ne, to
| ook back, it rem nds ne basically, at the
br eakout of the electrical system there were
ot her entrepreneurs that sought to do things of
this nature: Bring utility systens to their
| ocal community. |In fact, in Connecticut, in
Nort h Canaan, there was an individua
fasci nated wth hydropower, and he sought to
start a utility there in northwestern
Connecticut. And he partnered with people in
Connecticut. He had no formal utility training
or experience. He was an attorney. And he
wasn't a banker or engineer, but he partnered
with the right people. He partnered wth the
United Gas and | nprovenent Organi zati on conpany
out of Pennsylvania for financial support and
operations advice. And his charter was

approved by the Connecticut General Assenbly
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prior to the period when Connecti cut woul d have
a Public Service Comm ssion, and approved for
t he Connecti cut Light and Power Conpany. And
he was the founder of Northeast Uilities,
whi ch is now Eversource. His nane is J. Henry
Roraback. So it's not inpossible for a
start-up to be successful with a utility. Even
in the 21st century it nay not be inpossible.
Even though the O fice of
Consuner Advocate is sensitive to the
petitioner in this matter, we're reluctant to
reconmend that the Comm ssion approve the
application as it stands. The issues that we
have with the application are sonewhat in the
nature of managerial. You know, it would be
incredible to be a president of a utility, but
there's other things that need to be taken into
account in this application. Needs to be a
show ng of a denobnstration that, other than
just the organizational chart, a general
awar eness i n breadth of know edge in regards to
t he departnents that a utility contains and how
they may be utilized and operated. There's

revenue rates, |egal conpliance, corporate
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busi ness devel opnent, accounting and billing,
engi neering, technical and operations staff and
adm ni strative support. Probably left out a
few | nean, Valley G een has franed and
poured the foundation for a house. They can
conpl ete the house with sone insul ati on,
siding, a roof and sone paint, and get that
busi ness devel opnent off the ground, get sone
cust oners si gned.

So, at this point, the Ofice of
Consuner Advocate is not going to recomend the
Conmm ssi on deny or approve this application,
but suspend it for a period of at |east six
nont hs so that the Conpany can fill these hol es
and bring sone nore know edge and sone nore
weight to their application and sonme tine.
Thank you.

CHAlI RVAN HONI GBERG. M. Spei del .

MR. SPEI DEL: Thank you, M. Chairnman
and Comm ssioners. Simlarly to the Ofice of
t he Consuner Advocate, the Staff definitely
appreci ates the ongoing efforts of Valley G een
and its principals to try to devel op a de novo

start-up business plan for its prospective
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service territory. However, the threshold
question is whether or not there is sufficient
denmand in the proposed franchise area to
support natural gas utility service -- that is,
a generation of sufficient revenue to support
Vall ey Green's capital costs and operating
costs. That is the question. At this tine, it
does not appear to be the case that this
financial requirenent will be net, as
denonstrated by Valley Geen's inability to
obtain any custoner conm tnents, and revisions
to the Valley Green business plan in
recognition of the fact that current energy
prices are far | ess favorable for natural gas
conversions than when its proposal was
officially contenplated in 2012 and 2013.

Whet her or not Valley G een has the nmanageri al,
technical and | egal expertise to operate a gas
utility is to no avail if reasonably expected
revenues are insufficient to support ongoi ng
operations and to neet capital and debt
structure obligations. Wile the financing may
be in place to fund construction of utility

facilities, there needs to be sufficient
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revenue fromsales to fund ongoi ng operations.
That is very much in question at this tine.

In light of this situation, the
Conmmi ssion should deny Valley G een's petition
W t hout prejudice. Wthout prejudice. Rather
than a "build it and they wll cone" approach
Vall ey Green needs to denonstrate through
signed customer commtnents that there is
sufficient demand for its services to produce a
reasonable rate of return on its investnent and
to fund ongoi ng operations and obligations.
Thank you.

CHAI RVAN HONI GBERG M. WIIling.

MR WLLING First of all, thank
you, Conm ssioners, for your time, your
consi derable tinme and your consideration in the
| ast two days.

Two specific points | want to
make before I go on. One is the Comm ssion
referenced an e-mail -- or this proceedi ng
referenced an e-mail that was produced in
Li berty Docket 15-289 regarding M. Canpion's
communi cations with Liberty. And we woul d ask

for notice of that exhibit Iin this docket. e
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didn't produce it as an exhibit here, but to
address M. Patch's point.

CHAI RVAN HONI GBERG. So that is a
nmotion that we take admi nistrative notice of an
exhi bit fromthe Liberty proceedi ng?

MR WLLING That's right.

CHAI RVAN HONI GCBERG. Does anyone
remenber the exhibit nunber? | know the
docunent, but | don't renenber the nunber. M.
Cei ger?

M5. GElI GER  Fourt een.

CHAI RMVAN HONI GBERG:  Fourt een.

MR, WLLING Yeah.

CHAI RVAN HONI GBERG. W can take
adm ni strative notice of the existence of that
exhi bi t.

MR WLLING And one other thing.
There's been a focus on Schedule 2 of Exhibit
5E. The Comm ssioners should keep in mnd that
t hese are estimates that are based on different
bui | d-out scenarios. So the nunber on Schedul e
2 for O & Mexpenses will vary, dependi ng on
what the scenario actually is.

| want to close with just a few
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points. First, the Valley G een project is the
product of a spontaneous |ocal effort to bring
energy choice to the Upper Valley. M. Canpion
is fromand of the Upper Valley. He knows his
community well and is notivated to nake a

proj ect succeed there, and stands the best
chance of making a project succeed. He has
assenbled a well-qualified teamthat has all of
t he managerial, technical and financi al
expertise to operate a gas utility. He's
relying on contractors to provide sone of that
expertise, but it cannot be any other way wth
a start-up utility. The capability for the
Vall ey Green teamare the right capabilities to
operate a gas utility.

Next, Valley Green's project is
superior to Liberty's. M. Canpion has the
necessary land. The site is ideal for this
project. He has zoning approval, and he has
begun other permtting. This site is |ocated
nmuch cl oser to the biggest custoners than
Li berty's site is; so, the length of pipe
needed for Valley Geen to reach those

customers is nmuch shorter. Valley G een has
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i nvested nore tine and effort into its project,
and so the Valley G een project is nuch nore
advanced. For these reasons, it would be in

t he public good to grant the franchise to

Val | ey Green.

And we believe the franchise
shoul d be granted now for several reasons.
You're not taking a chance by granting a
franchise to Valley Geen now. There's no risk
of cross-subsidi zati on because Vall ey G een has
no existing custonmers. Valley G een nust
obtain approval of rates, special contracts and
ot her aspects of its project fromthe
Conmm ssion before it can ever begin serving
custoners. Until then, as M. Frink said in
his testinony, all financial risk falls on
Valley Green. Valley Geen is wlling to bear
that risk. Meanwhile, if you don't grant the
franchi se now, the project m ght not advance
forward at all. Design and permtting can't
advance. Custoners are unlikely to nake
comm tnents to buy gas froma conpany w thout a
franchi se, with an unknown start date and

unknown price terns. Valley Green can't get a
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franchi se w thout custonmer comm tnents, but it
can't get custoner conmtnments w thout
franchise. That's the chicken-and-egg
situati on we' ve been tal ki ng about.

Vall ey Green faces a particul ar
chal l enge in developing its project as a
start-up. M. Canpion net with Staff, was told
what he needed to do, did it, in his view, cane
back with a proposal and was told that his
costs, which he is not yet seeking to recover,
are too high. [If he conmes back, they will only
be higher. That's yet another Catch 22 that he
f aces.

Mar ket condi ti ons have changed
since he first started his project, and indeed
since the petition was even filed. But oil
prices are com ng back up again. Market
conditions and oil prices will always change.
Valley Green is ready to take the chance on
changing oil prices in order to establish a
busi ness to operate over the long term Deni al
woul d be sending a nmessage to conmmuni ty- based
efforts to find energy solutions, a very

negati ve nessage: Wiy woul d anyone el se do

{DG 15-155} [DAY 3] {05-06- 16}




© 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

214

what M. Canpion has done to find solutions for

their communities if denial is the end result?
I f you are concerned about tying

up franchise territory, as discussed, RSA

374: 27 requires a franchisee to act on his

franchise within two years or | ose the

franchise. |If you grant the franchise to
Valley Green, Valley G een will be "on the
clock," so to speak. |If you suspend the

proceedi ng despite our reasons for believing
you should grant the --
(Court Reporter interrupts.)

MR WLLING |If you suspend the
proceedi ng i nstead of granting the franchise
now, until customer conmm tnents are obtained,
Vall ey Green asks that, at a mnimm the
Comm ssion find that Vall ey Green possesses the
manageri al, technical and financial expertise
to provide gas service and otherw se identify
specifically what Valley Geen still needs to
do in order to get a franchise. This is
obvi ously a second-best solution from our
st andpoi nt as conpared to granting the

franchise. But an order that is specific with
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conditions could allow Valley G een to speak to
customers in concrete ternms, which then m ght
allow it to get custoner commtnents despite
the |l ack of a franchise. Again, we thank you.

CHAI RVAN HONI GBBERG. Al l right.
Thank you all. | don't think there's anything
el se we need to do, is there?

[ No verbal response]

CHAI RVAN HONI GBERG.  All right. W
will adjourn. W'Il keep the record open for
t he one record request and take the matter
under advisenent. W are adjourned.

(WHEREUPON t he heari ng was adj ourned at
3:10 p.m)
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