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PROCEEDI NGS

CHAI RVAN HONI GBERG.  Good afternoon
W're here this afternoon in Docket DE 16- 346,
which is Liberty Uilities (Ganite State
El ectric), doing business as Liberty Uilities,
Annual Retail Rate Adjustnent filing. | wll
not read fromthe Order of Notice because no
one wants to hear ne do that. So let's take
appear ances and see who's here.

MR. SHEEHAN. Good afternoon. M ke
Sheehan for Liberty Wilities. Present with ne
are the two wtnesses who will testify, Dave
Si rek and John Warshaw.

MR, CICALE: N cholas Ccale fromthe
O fice of Consuner Advocate on behal f of
residential ratepayers.

MR DEXTER: Appearing on behal f of
Comm ssion Staff, Paul Dexter. Wth ne today
are two analysts fromthe El ectric D vision,
R chard Chagnon and David CGoyette.

CHAI RVAN HONI GBERG. Wl cone, M.
Dext er.

MR DEXTER: Thank you very nuch,

Comm ssi oner.
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CHAI RVAN HONI GBERG. \What do we need
to do before we get started, M. Sheehan?

MR, SHEEHAN. W had two exhibits to
mar k. Exhibit 1 would be the original March 21
filing in this docket which contains the
testi nony of M. Warshaw and Ms. Heat her
Tebbetts with their attachnents. And | propose
Exhi bit 2 being the revised testinony we fil ed
| ast week, on April 14th. And there are no
confidentiality issues in this docket.

CHAI RMVAN HONI GBBERG.  All right. So
No. 1 is the March 18th [sic] filing and No. 2
is the April 14th filing.

(Exhibits 1, 2 marked for
identification.)

MR SHEEHAN. Correct. And
ot herwi se, we just have the two gentlenmen to ny
right to testify.

CHAI RVAN HONI GBERG  They shoul d
probably cone up to the w tness stand.

Are there any ot her
prelimnary matters we need to deal wth?
(No verbal response)

CHAl RMVAN HONIl GCBERG.  All right. M.
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[WITNESS PANEL: WARSHAWI|SIMEK]

Sheehan, while they're going up there, | wll
tell you that one of the three of us took the
trouble to filter in the repl acenment pages in
the original filing. | don't think the other
two did. And so the two who didn't, it nay
take the two of us a few seconds to catch up
with you if we're noving around, and we nay
express sone aggravati on about that during the
course of the hearing.
MR, SHEEHAN. | woul d never do that.
( WHEREUPON, JOHN D. WARSHAW and
DAVID B. SIMEK were duly sworn and
cautioned by the Court Reporter.)
DI RECT EXAM NATI ON
BY MR SHEEHAN:
Q M. Warshaw, |I'Il start with you. Your nane
and enpl oyer, please.
A (Warshaw) My name is John D. Warshaw, and |I'm

enpl oyed by Liberty Uilities Corp.

Q I n what capacity?
A (Warshaw) | amthe nmanager of Electric
Suppl vy.

Q And what involvenent did you have with this

filing?
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[WITNESS PANEL: WARSHAWI|SIMEK]

O

o >» O >

Q

(Warshaw) | put together the forecast for

Li berty Utilities' transm ssion costs for the
year 2016.

And that forecast was enbodied in the
testinony that was filed in this matter?
(War shaw) Yes.

Do you have a copy of that testinony in front
of you?

(Warshaw) 1 do.

And if | were to ask you the sane questions
today that are in your testinony, would your
answers be the sane?

(War shaw) Yes.

Do you have any revisions to that testinony?
(War shaw) No.

As | nmentioned earlier, there were sone

revi sed docunents filed, as | understand it,
that did not involve your testinony; is that
correct?

(Warshaw) That's correct.

M. Sinek, your nanme and enpl oyer, please.
(Sinek) David B. Sinek, and ny enpl oyer is
Li berty UWilities Services Corp.

And how are you enpl oyed at Liberty?
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[WITNESS PANEL: WARSHAWI|SIMEK]

(Sinek) I ama lead utility analyst wthin
t he regul atory group.
The witten testinony that was filed in this
matter was by Heat her Tebbetts. | see that
you are not Heather Tebbetts. D d you review
Ms. Tebbetts' testinony?
(Sinek) | did. | thoroughly reviewed the
testinony and adopted it. | also amthe one
responsi ble for the revised pages within the
t esti nony.
And if you were asked the questions that are
in Ms. Tebbetts' witten testinony, would
your answers be the sanme? Let ne back up.
Are there any other corrections or

adjustnents to the testinony or the revision
that was filed | ast week?
(Simek) There is not.
And if you were asked the sane questions in
t hose docunments, would your answers be the
sane as appears in those docunents?
(Si nek) Yes.

MR SHEEHAN: That's all | have.
They' re avail abl e for cross-exam nati on.

CHAl RMAN HONI GCBERG. M. Cical e.
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[WITNESS PANEL: WARSHAWI|SIMEK]

MR CICALE: The O fice of Consuner
Advocat e does not have any questions at this
tinme.
CHAI RVAN HONI GBERG. M. Dexter.
Thank you, M. Chairman. | do have sone
questi ons.
CRGOSS- EXAM NATI ON

BY MR DEXTER

Q I'"d like to start first with M. Warshaw, if
we could, and I1'd like to direct your
attention, M. Warshaw, to the schedul e
that's | abeled JDW1, Page 1, which is
Bates 18 in Exhibit 1. And in particular,
I'"d like to direct your attention to the
bi ggest nunmber on the page, which is
$22,740,398. Is that right?

A (War shaw) Yes.

Q And is it correct that this is the forecasted
anount of transm ssion expenses that the
Conpany seeks to collect in this, in the
rates proposed in this proceedi ng?

A (War shaw) Yes.

Q And if | were to trace through to what were

Schedul es HMI-1 where the rates are
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[WITNESS PANEL: WARSHAWI|SIMEK]

>

10

devel oped, this nunber feeds directly into
those rates; is that correct?

(Warshaw) That's correct.

Ckay. So could you explain -- could you
state the forecasted period? In other words,
what period is this $22,700,000? What period
does it cover?

(Warshaw) It covers the period January 1st,
2016, through Decenber 31st, 2016.

So, cal endar year 2016.

(War shaw) Yes.

All right. And could you tell ne how this
forecasted figure conpared to the forecast
that was presented in the | ast proceedi ng?
(Warshaw) Yes. |If you | ook at nmy Schedul e
JDW 1, Page 2, which is on Bates Stanp 19,
you will see that in the previous filing

we -- | had forecasted the costs of the
expenses at a little over $22,500, 000, and
for this period I"'mforecasting it at a
little over $22,700,000. So the figures are
very cl ose, yes.

And coul d you state for the record what the

actual costs were for 20152
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[WITNESS PANEL: WARSHAWI|SIMEK]

A
Q

11

(Warshaw) Yeah. | have them .. the actual
costs for 2015 was $20, 900, 947.
Is that in one of your schedules in your
testi nony?
(Warshaw) | don't believe so.
Ckay. Could you just repeat it, then, so |
can wite it down?
(Warshaw) Ckay. It's $20, 900, 947.
2-0-9-0-0-9-4-7.
Ckay. And have you cal cul ated the percent age
di fference between the actual for 2015 and
t he forecast for 20167
(Warshaw) No, | have not.
Coul d you do that now and tell us what that
I ncrease is?
(War shaw) Ckay.

(Wtness revi ews docunent.)
(Warshaw) Approximately 9 percent.
So if | understand, you're proposing a
9-percent increase in transm ssion costs
versus the actual costs for the |ast cal endar
year.
(War shaw) Correct.

Now | want to talk a little bit about the
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[WITNESS PANEL: WARSHAWI|SIMEK]

details that nake up the 22.7 mllion, and
I'"d like to direct your attention to JDW2,
which is Bates Stanp 20.

Now, am | correct that, of the 22.7
mllion that's proposed to be coll ected,
approximately 16 -- I'msorry -- 17 mllion
of that is detailed on this schedule? |Is
t hat correct?

(War shaw) Yes.

Ckay. And am |l also correct that, if | were
to look at Colums 2, 3, 4 and 5, that those
vari ous conponents of the 16-1/2 mllion that
we're tal king about on this page are derived
by taki ng approved, FERC- approved rates and
mul ti plying them by the | oad nunbers in
Colum 1? |Is that basically how this sheet
wor ks?

(Warshaw) Not really.

Ckay. Could you tell ne how it works, then,

if it's -- 1 nmean, if | |ook at Footnote

No. 2 and | | ook at Footnote No. 3 and | | ook
at footnote nunbers -- well, they aren't
nunbered -- but if | | ook at Footnote 6 and

7, 1t seens to ne that you're taking | oad

12
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[WITNESS PANEL: WARSHAWI|SIMEK]

Q

nunbers tines a rate and getting those doll ar
figures in Colums 2, 3, 4, 5. Is that not
correct?

(Warshaw) That is correct. But a couple of
those costs | had to derive nmny own rate based
on the costs that the Conpany, well,
experienced through its 2015 I SO bill ed.

Ckay, okay. But nechanically, that's how

t his sheet works.

(War shaw) Yes.

It's Colum 1 tinmes a bunch of rates gets you
all the costs in Colums 2, 3, 4 and 5.
(Warshaw) Correct.

Ckay. And if we | ooked at Colum 1 and the
rates, could you tell ne howthe -- |I'm
sorry, the loads -- how these kilowatt | oads
wer e derived?

(Warshaw) What | did is, for the previous two

years, 2014 and 2015, | | ooked at the peak

| oad, which was the billing quantity on the
transm ssion bill for two nonths. And to be
conservative, | picked the |larger of the two
billing | oads.

And what do you nean by "conservative" in

13
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[WITNESS PANEL: WARSHAWI|SIMEK]

14

this instance?

(Warshaw) Conservative, in the sense that it
woul d be capturing all of the costs that we
may experience.

Ckay. So, "conservative" in this instance
creates a bigger expense is what you're
saying than a | ess conservative net hod under
your definition.

(War shaw) Correct.

And is this the nethod that was used in the
case that was filed last year in this matter?
(War shaw) Yes.

Ckay. |Is the detail for these figures in
Colum 1 provided anywhere in the filing? |
should say "are the details..."

(Warshaw) | actually don't think -- no.
Actually, | apologize. Yes, it is. |It's on
Bates Stanp 24.

And is that the first colum w th nunbers on
Bat es Stanmp 24, Coi nci dent Network Load that
we' re tal ki ng about ?

(War shaw) Yes.

Now, if you were to | ook at, for exanple, the

nont hs of Oct ober and Novenber, | don't
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[WITNESS PANEL: WARSHAWI|SIMEK]

bel i eve those nunbers line up. Could you
verify that?

(Wtness revi ews docunent.)
(Warshaw) | can agree. Yes, they do not |line
up.
I n other words, the nunbers in Colum 1 on
Bates Stamp 20, which is JDW2 for Cctober,
Novenber and, in fact, January, don't appear
on that subsequent schedul e that you were
just pointing to; is that right?
(Warshaw) That's correct.
So, which would be the nore accurate nunbers?
(Warshaw) None of those nunbers are accurate
to be perfectly -- it's purely a forecast of
what we have experienced in the past that our
| oad was at the tine that the | SO New Engl and
systemhad its peak load. | don't have a way
of forecasting what our load wll be at the
peak of the New Engl and | oad.
Well, let's go back a little bit, then,
because according to Footnote No. 1, | took
t hat footnote to nean that these are actual
nunbers fromthe highest actual nunber in

either the period 2014 or 2015. |Is that not

15
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[WITNESS PANEL: WARSHAWI|SIMEK]

Q

16

correct?

(Warshaw) No, those are correct. But | think
| believe I have an error in what nunbers
were picked for a couple of those nonths --
Ckay.

(Warshaw) -- which is why it doesn't line up
with the schedul e on Bates Stanmp 24.

Ckay. And could you provide the actual
nunber s?

CHAI RMVAN HONI GBERG. What you nean i s
you want a revised Bates Page 20 that actually
does what M. Warshaw t hought he was going to
do? |Is that what you're | ooking for?

MR DEXTER Well, it is. But I'm
still confused. W have two sets of nunbers
here for load, and | don't think I've been able
to establish which ones are correct. And so
once | could establish which ones are correct,
then I think I would request what the
Conm ssi oner suggests.

(Warshaw) The correct val ue should have been
the nonthly peak in a nmonth in either the
year 2015 or 2014, whi chever one was hi gher.

Ri ght. And do those nunbers appear on either
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[WITNESS PANEL: WARSHAWI|SIMEK]

17

of these schedul es?

(Warshaw) It does not appear on Schedul e 20,
but it -- on Bates 20. But the values are on
Bates Stanp 24. Those are the actual billing
val ues, but they were not carried over to the
cal cul ati on on Bates Stanp 20.

MR DEXTER Well, given that we're
dealing with 16 out of the 22 mllion that's at
issue in this case, | think it would be
appropriate for the witness to recal cul ate
JDW 2, which is Bates Stanmp 20, to reflect the
actual data, get the nunbers right here on the
record.

CHAI RMAN HONI GBERG  Wel |, | think
that you need to get to the question with him
I think you started to ask that question, the
question | thought you were asking, and now
think you're ready to ask that question of him
WIIl he do it?

MR DEXTER: If the Bench wll
entertain a request fromthe floor |ike this.
We didn't have a discovery period in this case
because it's sort of a conpressed tine frane,

so | apol ogi ze for not working this out ahead
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[WITNESS PANEL: WARSHAWI|SIMEK]

18

of time.

CHAI RVAN HONI GBERG:  No, under st ood.
You ask himthe question. | have a feeling
you'll get an answer that you'll be satisfied
Wit h.

MR, DEXTER Ckay. Well, | would ask
that the wtness recal culate the schedule with
the correct -- using the correct data in
Colum 1, given that the correct data appears
just three pages |ater.

CHAI RVAN HONI GBERG. Is that a --
treat that as a request, M. Warshaw. Do you
under st and the request?

W TNESS WARSHAW  Yes, | do
understand the request. | wll update that
schedule with the correct nonthly val ues.

CHAI RVAN HONI GBBERG And how | ong do
you think that wll take?

W TNESS WARSHAW | shoul d have t hat
done tonorrow.

CHAI RVAN HONI GBERG. M. Sheehan?

MR. SHEEHAN. W don't have a problem
with that. | think the request for rates in

this docket was to be in effect May 1. |Is
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[WITNESS PANEL: WARSHAWI|SIMEK]

19

that -- | think that's correct.

W TNESS SI MEK: Correct.

MR SHEEHAN. And it seens like
that's sufficient tine for the Comm ssion to
get the new nunber and do its work. The
obvi ous foll owup question is what inpact this
may have on the nunbers. But that's what we'l|l
find out when we do this.

CHAI RVAN HONI GBERG.  Yeah, but who
knows. Maybe there's sone ot her changes that
need to be made. | don't know We'll find
out .

MR. SHEEHAN. So, to be clear, we're
asking -- we're agreeing to submt a new Bates
Page 21 in light of numbers taken from Bates
Page 24.

CHAI RVAN HONI GBERG. I think it's
Bat es Page -- new Page 20. And that, I
believe, wll have effect el sewhere in the
docunent .

W TNESS SI MEK:  Correct.

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

CMSR. BAILEY: Could | also ask, in
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[WITNESS PANEL: WARSHAWI|SIMEK]

response to the sane question, that you attest
to the accuracy of the actual billed nunbers on
Bat es Page 247
W TNESS WARSHAW  Yes.
CVBR. BAI LEY: Thank you.
(Exhibit 3 marked for identification.)
CHAl RMVAN HONI GBBERG.  All right. W
got sidetracked, M. Dexter.
MR DEXTER: Not at all.
BY MR DEXTER
Q I wanted to go back to that same page, which
Is Bates Page 20. And | know | asked this
question once. | just want to ask it again
because | expected a different answer,
frankly.

Wien you stated that you sel ected the
two highest -- I"'msorry -- for each nonth
you sel ected the highest val ue over two
years, and you said you did that sane net hod
| ast year, isn't it correct that | ast year
you | ooked at a one-year period, not a
t wo-year period? And | have | ast year's
filing here. | don't have enough copies to

make it an exhibit, but | can read you the
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[WITNESS PANEL: WARSHAWI|SIMEK]

21

correspondi ng footnote from |l ast year's
filing if that's helpful. [I'Il showit to
counsel first, if that's appropriate.

CHAI RVAN HONI GBERG. Let's see if he
remenbers first.

A (Warshaw) | don't renenber exactly what was
in that other filing.

CHAl RMVAN HONI GBBERG Al l right. M.
Dexter, why don't you proceed.

MR DEXTER: Ckay. Well, 1'd like to
show the wi tness the correspondi ng page from
| ast year and the first footnote and see if
that refreshes his nenory.

(M. Dexter hands document to w tness.)

BY MR DEXTER

Q So, again, |I'mtalking about the first
footnote on that page, which is the
correspondi ng schedule from |l ast year.

A (Warshaw) Yes, | agree wth that.

Q Ckay. So, could you explain again, then, why
this year you woul d change to selecting the
hi ghest of the two years rather than just
usi ng the one-year history like you did | ast

year ?
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[WITNESS PANEL: WARSHAWI|SIMEK]

22

(Warshaw) | believe that it was a nore

conservati ve approach to devel op cost, and

this way you would nove away from having a

i mpact on -- |less of an inpact of weather on

the forecast of the costs. By using only one

year, you end up -- you have the possibility

of biasing your costs due to the inpact of

weat her .

l'"mjust going to retrieve that docunent.
Next | wanted to | ook at JDW4, Page 1,

which is Bates 23. Again | wanted to | ook at

Columm 1. If | understand the footnote for

Colum 1, it indicates that these are all

actual figures for 2015; is that right?

(War shaw) Correct.

And this schedul e cal cul ates nost of the

remaining $5 million that's going to fl ow

into the $22 million which is at issue in

this case; correct?

(Warshaw) Correct.

Ckay. 1'd like you to | ook at the | ast

footnote on this sheet which tal ks about

Columm 8. And there is no Colum 8 on this

page, but the footnote tal ks about adjusting
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[WITNESS PANEL: WARSHAWI|SIMEK]

the costs in Colum 7 in relation to capital
I nvest ment s.

WAs there any adjustnent made to the
figures on this sheet for capital
I nvest ment s?
(Warshaw) No, there was not.
And what's the -- what does the footnote nean
t hen?
(Warshaw) The footnote was |eft over from
t he -- should have been deleted. It was from
t he previous filing when there was a
significant uptick in the NEP costs from --
t hat we experienced from 2013 to 2014. And
t he assunption was that that was based on
NEP' s capital investnents that were driving
the increase. And as a result, when we --
when | forecast the costs for 2015, |
utilized that increase, justifying that with
their inpact of capital investnment. W did
not see that uptick in costs for 2015, in

actual costs, so | did not do that adjustnent

agai n.
Do you recall, on either an absol ute doll ar
val ue or on a percentage dollar -- percentage

23
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anount, what the nature of the uptick in
costs was?

A. (Warshaw) No, | do not.

Q Ckay. Wll, I'd like you to turn to JDW4,
Page 3 of 3, which is Bates 25. And this
schedul e details the NEP capital investnents.
Are these the sane investnents we were just
t al ki ng about ?

A (War shaw) Yes.

Q And woul d you agree that the figure for 2015
was $69 million, rounded?

A (Warshaw) Correct.

Q And the figure for 2016 was $48 mllion
rounded?

A. (Warshaw) Correct.

Q And woul d you agree that if you do the nath,
this cones to a 30-percent decrease in
I nvestments, 2015 versus 20167

A (Warshaw) | can agree to that.

Q And woul d that 30-percent decrease be
significant enough to warrant the
rei nstatenent of footnote nunber -- the | ast
footnote on Bates 23, so that a decrease in

the NEP costs m ght be warranted in this case
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due to this 30-percent decrease in

I nvest ment s?

(Warshaw) No, it would not.

And why is that?

(Warshaw) This is their investnent plans with
the -- how that would actually result in the
annual costs for local -- the local network
servi ce woul d depend upon how NEP was
factoring out the costs over the lifetine of
t he assets that they're investing in.

And how does that differ fromthe investnents
that were set forth last tinme when the

adj ust ment was nade for the uptick in costs?
(Wwarshaw) | don't have that anal ysis.

Ckay. Are these NEP costs that are -- I'm
sorry -- National Gid costs that are set
forth on Bates 25, are these systemw de, or
are these specific to G anite State?
(Warshaw) They are systemw de to NEP' s
system

Ckay. And why were they provided in this
case? What were they intended to

denonstr at e?

(Warshaw) I ntending to show that the change

25
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in the nethod of forecasting NEP' s -- the
cost of NEP | ocal network service woul d not
experi ence the sane | evel of increase as we
saw going from'13 to '14, and then not
seeing that cost going from'14 to '15.

Q And t he Schedul e 21 charges which are set
forth on Bates 23, they're not related to
t hese i nvestnent costs at all?

A (Warshaw) No. \What those are, are the costs
t hat the Conpany was bill ed over the year
2015.

Q But in the past, it was appropriate to adjust
them for capital investnments nmade by NEP, but
in this case it's not appropriate? That's
your testinony?

A (Warshaw) Yes. And that was because we
were -- | was trying to conme up with a way of
expl ai ni ng why the 2014 forecast -- actual
NEP costs were so nmuch significantly higher
t han what was forecast for 2014.

Q So, in your testinony on Page 4, and again a
few pages |l ater, you nake a reference to a
FERC docket; it's No. EL 16-19 [sic]. And it

tal ks about the possibility of refunds
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resulting fromthat case. | was wondering if
you coul d provide the Comm ssion an update on
where that case stands and what the
| i kel i hood of success is.
(Warshaw) The last information | had on that
Is that there is a proposed -- let nme get the
exact term

(Wtness revi ews docunent.)
(Warshaw) Here we go. On that case, the
parties have come up with a proposed
nmet hodol ogy of actually providing an update
for the transm ssion fornula rate, a
protocol. And that's a draft protocol
And when do you foresee this case w appi ng
up, the FERC case?
(Warshaw) The intention of this case was to
be wrapped up within six nonths after the
FERC i nvesti gati on was opened.
And what date woul d that be?
(Warshaw) That woul d have been sonetine in
June.
20167
(War shaw) Yes.

So if there are any refunds or reductions
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resulting fromthis FERC docket, how woul d
they be reflected in your transm ssion

char ges?

(Warshaw) They woul d be reflected in the next
year's retail rate filing.

(Sinek) And then woul d accrue interest as
wel |, the charges.

Ckay. 1'd like to direct the next several
questions to the testinony of Ms. Tebbetts
whi ch has been adopted by M. Sinek. |Is that
ri ght?

(Si nek) Correct.

Ckay. So I'd like you to refer to, if you
woul d, HMI-1, Page 1, which is Bates 43. Do
you have that in front of you?

(Si nek) Yes, | do.

Ckay. So | just want to nake sure |
understand what's going on in this case.

W know we're here to collect $22.7
mllion in transm ssion costs. But the first
three columms in this schedul e deal with
stranded costs; is that correct?

(Si nek) Yes.

So if I understand, we are setting two rates
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in this case -- or the Conpany's proposed two
rates in this case: One for stranded costs
and one for transm ssion charges; correct?
(Si nek) Correct.

And just to denonstrate that, if we were to
take the stranded costs first and | ook at
Rate D, which is a residential rate, the
proposed stranded cost rate is $0.00040; is
that right?

(Sinmek) Yes, it is.

And if | were to flip to the back of your

exhi bits and go to your |ast schedul e, which
Is Bates 54, and it's marked HMI-9, if | | ook
at the stranded cost charge for the proposed
rate, | find that sane .0004; correct?

(Si nek) Correct.

And this schedul e's been revised, | believe,
so we mght have to | ook at the revi sed one.
But | think it's the sane in both.

(Si nek) Correct.

And simlarly, looking at the right-hand side
of the worksheet that's narked as "HMI-1,
Page 1 of 1," which is Bates 43, we have a

transm ssion charge, an adjustnment -- a

29
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transm ssi on adj ustnent and RG3 refund,
anot her charge related to borderline sal es,
and we net all those up in the last colum.
I's that how this works?

A (Si nek) Correct.

Q And if we ook at Rate D again -- and again
we probably have to go to the Revi sed
Bates 43 here. But if we go to Revised
Bates 43, these one, two, three, four
different transm ssion charges that are
totalled for Rate D equal $.01340; is that
correct?

A (Sinek) Yes, it is.

Q All right. And then, simlarly, just to
conplete this, if we were to flip to the back
page in your exhibits and we go to the
typical bill --

A (Si nek) Yeah, on Page 54.

Q This is Page 54 Revised. And | | ook under
Transm ssion Charge, | see that sane figure,
. 01340; correct?

A. (Si nek) Correct.

Q So all the charges on HMI-1 ultimately find

their way onto the bill is all I"'mtrying to
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denonstrate.

(Si nek) Correct.

Ckay. And | just have one npbre genera

question on this HMI-1, because the stranded

cost charges are subject to an adj ustnent

factor, and the transm ssion charges are

subj ect to an adjustnent factor, and | just

want to tal k about those for a nonent or two.
Is it correct that the stranded cost

adj ustnment factor is a neans of cl ass

allocation -- in other words, so that the

facts of the stranded cost charge is factored

up or down to correspond to the various rate

cl asses?

(Si nek) Yes.

So it happens to all these -- npbst of them

happen to be zero in this case. But the idea

Is that the net stranded cost charge is a

cl ass-specific charge; is that correct?

(Si nek) correct.

Ckay. And if we look at the transition --

t he transm ssion adjustnent factor, which is

Colum E, this is not a class-allocation

charge; is that right?
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(Si nek) Correct.

This is a reconciliation charge to coll ect
over- and under-recoveries; is that right?
(Si nek) Yes.

So, two different purposes for the factors.
| just wanted to point that out.

So, turning quickly to HMI-3, which is
Bates 45, this shows an under-recovery of
roughly $2300; is that correct?

(Si nek) Yes.

Coul d you explain -- and this is an over- --
or this is an under-recovery; right?

(Si nek) Correct.

All right. Could you explain howit is that
this nunber is so close to zero, which I
think is the ultimte goal when you're
dealing with under- or over-recovery? Howis
it that the under-recovery is such an

I nsi gni fi cant nunber ?

(Sinek) W are aware of approved rates, the

. 0004 that we're going to be charged based on
the settlenent -- or I"msorry. |t nay not
have been a settlenent. But it was based on

Docket No. DE 16-216. And so the .0004, we

32
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knew that that was the rate that we're going
to be charged. And we al so provide NEP on a
mont hly basis what the kilowatt hour sales
were for the nonth. So they are billing off
of actual sales. So when they're billing off
of actual sales, and we're charging the
custoners of course on the actual sales, the
variance is going to be extrenely small.
Very good. Did you say MEP or --
(Sinek) I'msorry. NEP.
NEP, New Engl and Power .
(Si nek) Yes.
Ckay. Thank you.

And then, again, just quickly, if we
flip to the next pages, which are HM- 3,
Pages 2 and 3 of 3, where there's all sorts
of nunbers --
(Si nek) Yeah.
-- this shows the detail of that over- and
under -recovery by class; is that correct?
(Si nek) Yes.
And a nunber of these rate classes -- for a
nunber of these rate cl asses, the revenues

and t he expenses match exactly, and for sone

33
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of themthey don't. Could you explain why
that is?

(Sinmek) Correct. |If you |look at --

Just let ne interrupt for a second, because |
may be going a little too fast.

But we're looking at Colum B -- or I'm
| ooking at Colums B and C. Is that right?
That woul d show ne the revenues and the
expenses?

(Si nek) Yes, |ooking at Columm B and C.

For exanple, for Rate D, the nunbers are all
exactly the sane.

(Sinek) Right. And what happens is we

cal cul ate an adjustnment factor, as you

poi nted out earlier, and that adjustnment
factor would be the only difference that is
bet ween the revenue and the expense. So, if
there was an adjustnent factor actually
needed, that would be the difference that's
bet ween the revenue and expense that woul d be
applied to the revenue portion, and that
woul d be why there would be a difference in
Col um D.

Ckay. Al right. Thanks.

{DE 16- 346} [ ANNUAL RETAI L RATE ADJUSTMENT] { 04- 18- 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: WARSHAWI|SIMEK]

35

Now, in the simlar proceeding | ast
year, and as referenced on your testinony
HMI- 6, there was reference to the possibility
of buying out of the stranded costs. Do you
recal |l that discussion?
A (Sinek) | do.
Q Ckay. And in your testinony on Page 6, you
give two reasons why the buyout didn't occur.
But before | get into those, could you
expl ai n what the nature of the buyout would
be? How would you envi sion the buyout of
t hese stranded costs? Wuld it be a
dol | ar-sone figure, or how would that work?
A (Sinek) Yeah, I'mactually not the person who
woul d be involved in the negotiation for this
process. W have had sone internal
di scussi ons regardi ng what we woul d be
| ooking for. And of course, it would be a
financi al buyout nunber based on the
remai ni ng charges in the contract that again
was part of the stranded costs. So, part of
t he docket nunber, again, 16-216, | believe
t hat these stranded costs run through 2020,

or it may be through 2022. And each year

{DE 16- 346} [ ANNUAL RETAI L RATE ADJUSTMENT] { 04- 18- 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: WARSHAWI|SIMEK]

36

t hose costs cone down. So we have an idea --
and there's a fornmula in that contract of how
this over and under for them would be
calculated -- for "them" again, | nean New
Engl and Power. So we are able to take that
nunber and use our own estimtes goi ng
forward, follow ng the sane formulas that are
in the docket, and be able to cone up wth
sonme sort of dollar value that we feel would
be fair in a buyout.

Q And | happen to have Docket 16-216, at | east
the filing that was nmade, in front of ne. Do
you happen to have that in front of you?

A (Sinek) | do not.

Q Ckay. Well, do you have an idea of the
magni t ude of the remai ni ng stranded costs
t hat woul d be subject to the buyout?

A (Sinek) Only based on the conversation that
we had on Friday. | believe you pointed out
that it was about $420, 000.

Q That's the best answer |'ve heard all day.
Thank you.

MR DEXTER: Yeah, 1'd like to

show -- | happen to have a copy of the filing
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t hat was made by New Engl and Power for Granite
State's stranded costs. And it indicates that
as of 2016, there's $422,000 renmi ning to be
collected, and it results in this stranded cost
rate that we're tal king about of .004 [sic].
And if we could use that as just a tal king
poi nt? Any objection from counsel ?

CHAI RVAN HONI GBERG. M. Sheehan?

MR SHEEHAN. (Objection to what?

MR DEXTER:  Stipulating that the
remai ni ng stranded costs is $422, 000.

MR, SHEEHAN. Ch, that's fine.

BY MR DEXTER

Q So if we're tal ki ng about roughly $422, 000,
and this is an anount that you woul d pay out
to NEP over tinme, | think you indicated until
2020, and collected fromyour custoners,
that's the current scenario; correct?

A (Sinek) Correct. | would just |like to point
out that that $422,000 | believe is based on
sonme future forecasts, that NEP may not be
using the sane fuel values in that that we
woul d potentially use on our own.

Q Oh, okay. | didn't understand that. So it's
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a forecast. It's not a set-in-stone nunber.

(Sinek) Correct. | believe so.

So if the Conpany were to pursue a buyout, it

woul d be sonet hing other than receiving these

bills in from NEP over the next four or five

years and billing them out to your custoners.
Wiat formwould it take? Wuld it be a

| unp-sum paynent? |Is that what you'd

envi sion -- "you," neaning the Conpany?
(Si nek) Again, I'mnot the one who woul d be
doi ng these negotiations. |It's above ny pay

grade. But | would envision that at
appr oxi mately $400, 000 we woul d | ook at a
| unp sum vyes.

And do you know who was involved in the

di scussi ons?

(Sinmek) | believe our vice-president of
fi nance may have been involved. | believe ny
manager in regulatory was involved. |'m not

sure who the key people were at National Gid
who were invol ved.

Do you know how often they net?

(Sinmek) | do not.

Do you know if it was nore than once?
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A (Sinek) | do not.

Q Do you know if it was face-to-face or by
t el ephone?

A. (Sinek) | do not.

Q So, as | understand it, in the | ast
Conm ssion order in this correspondi ng docket
| ast year, you were encouraged to explore a
buyout. Do you know if these prelimnary
di scussions that you had rise to the | evel of
encouragi ng an exploration? Does it rise to
the | evel of exploring a buyout or --

MR. SHEEHAN. (Cbjection. That's the

Comm ssion's deci sion to nake.

MR DEXTER: [|'ll withdraw the
questi on.
BY MR DEXTER
Q The second reason you gave for -- as a

conplicating factor for the buyout would be
t hat the buyout would have to be approved by
FERC, is that correct?

A (Si nek) Yes.

Q Is it correct that the .0004 stranded cost
charges that you presented in this proceeding

has to be approved by FERC al so?
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(Sinek) I do not know t hat answer.

Ckay. | wanted to nove to transm ssion, the
transm ssi on charge, away fromthe stranded
cost charge for a nonent, please.

Now, again, we tal ked about this
transm ssion adjustnent factor in Colum E,
which is an over- or under-reconciling
mechanism This is inplenented so that the
Conmpany will collect the exact transm ssion
costs they incur rather than using sone sort
of an estinmate; is that true?

(Sinek) Over tinme it would be calculated to
be the investnent. It would be a conplete
pass-through to the custoner, correct.
Right. Okay. Nowl'd like you to turn to
HMI- 5, please, which is Bates 50. And
believe this is one that's been revised.

Now, there was an over-collection at the
end -- well, let ne wthdraw that question
and start agai n.

On Colum A of this page, which is
HMr-5, the over- or under-recovery bal ance is
| isted as zero, is that right, on this

schedul e?
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A (Si nek) Correct.

Q But in fact, there was an over-recovery at
the end of last cycle; isn't that right?

A. (Si nek) Yes.

Q Then why would this figure be zero?

A (Sinek) Well, the figure was placed into the
Col um B and spread out throughout the period
rat her than cal cul ated and shown in Colum A
The over or under -- yeah, the over or under
figure is included under Columm B. This is
consi stent with how these transm ssion
charges over and under have been reflected in
t he past under the way that National Gid had
done these schedules. The Liberty way, and
goi ng forward, would be to properly -- or
maybe "properly” is the wong term-- to
reflect it differently, and it would be to
include it in Colum A

Q Soif we were to get to the end of this rate
cycle that's approved as a result of this
proceedi ng, and there were an over- or
under -col | ecti on, next year we woul d expect
to see a positive or negative number in place

of that zero? |Is that what you're saying?
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(Si nek) Exactly.

Does either nethod result -- do both nethods
result in the same result -- produce the sane
result?

(Sinek) They're slightly different, because
when we spread it out throughout the period
in Colum B, interest is calculated over tine
rat her than beginning at the first nonth.

And that can be having a positive or negative
i npact on what you charge custoners,
dependi ng on whet her you're over- or
under - recover ed?

(Sinek) Right. 1In this instance, it was an
under-recovery. So if we would have incl uded
it at the beginning, the custoners woul d have
been charged nore interest and charged nore
than the way we did do it, which was spread
it out over the period.

Because as of Cctober 14th you were
approximately 2.4 mllion, as | recall,
under-collected; is that right?

(Sinmek) | believe so, yes.

Ckay. And now, at the end of this case,

you' re over $10 million over-collected; is

42
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that right?

(Si nek) Right.

Ckay. That's what we're going to get to
next .

Ckay. So if we could | ook at your
testi nony on Page 8, please. This is Bates
36. You give three reasons for the current
over-recovery. Well, let ne back up alittle
bit.

On Line 17, you indicate that the
Conpany expects to recover $8, 125,852 by
April 30th, 2016, which is when the rate set
in this case would expire; is that correct?
(Si nek) That number has been revised to
$10,517,396. That's on Bates Page 036
Revi sed.

Okay. $10,517,396, that's the right nunber?
(Si nek) Correct.

Ckay. And you give three reasons for this
proj ected over-recovery; is that correct?
(Si nek) Correct.

Ckay. And the first one accounts for about
$1.9 million of the over-recovery; is that

true?
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(Si nek) Correct.

And what's that reason?

(Sinek) The $1.9 mllion that's shown on this
page is for actual costs in 2015, and it's
showi ng that's basically the actual costs
over what the estinmated costs were for those
12 nonths. If you actually look at the 12
nonths that this filing was for, which was
May 2015 through April 2016, and take over --
or take into account the over-recovery based
on both cost estinmates and the shortfall in
kil owatt hour sales, the over-recovery is
still close, which is approximately

$2.1 mllion.

So, costs cane in |lower than forecasted and
sales cane in |ower than forecasted; right?
(Si nek) Correct.

I want to skip to the third reason that you
give for the over-collection, and it has to
do with the deferral of the effectiveness of
the rates in this proceeding |ast year; is

t hat true?

(Sinek) I"msorry. Could you repeat the

question?
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Yes. | was going to skip to the third reason
in your testinony |leading to the
over-col | ecti on.

(Sinmek) Ch, I"'msorry, the $400, 000?

No, that was second reason. | was going to
skip that one and go to the third reason.
(Sinek) Ch, okay. I'msorry. Based on our
conversations that we had, the difference

bet ween the 16 nonths and the 12 nont hs?

I'll provide you with a nore exact reference.
(Si nek) Ckay. Thank you.

CHAl RVAN HONI GCBERG. Are we on Page 9
of Ms. Tebbetts's testinony, original Bates
Page 37, which has not been revised as far as
we know?

MR DEXTER: That's what |'m | ooki ng
for, and it's -- yeah, | was | ook for revised,
and that's why | had to take the tine out.
Excuse ne.

CHAI RVAN HONI GBERG.  No, you actually
have to bounce back and forth between the
original and revised when you're -- 36, 37 and
38. And sonehow | nmanaged to do it up here,

but . ..
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MR. DEXTER Ckay. Right.

BY MR DEXTER

Q

So what |I'm 1l ooking at is Bates Page 37,

Li ne 2, where you give the third reason for

t he over-recovery, and it begins with this
sentence, "Finally..." So could you just
read that sentence since |'ve confused us a
bit?

(Sinek) "Finally, with the four-nonth del ay
of inplenentation of the rate changes as
directed in Docket No. DE 14-340, the

addi tional four nonths of estimated costs

t hat woul d accrue over that four-nonth period
were included in the rate to be charged over
t he 12-nonth recovery period."

Ckay. So, as | understand it, this tinme -- |
keep saying | ast year, but it was actually a
little |onger than a year because of the rate
deferral -- there was a rate increase that
was proposed to take effect on January 1st,
2015; is that right?

(Si nek) Yes.

And based on the events of that proceeding,

that rate increase was postponed until

46
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May 1st, 2015; is that correct?

A (Si nek) Yes.

Q Ckay. So, those rates that were going to go
up were put off. And why -- ny question is:
Wiy woul dn't postponing a rate increase, all
other things being equal, result in an
under -recovery rather than a | arge
over -recovery?

A (Sinek) Al that should -- with all else
bei ng equal, the only difference should be
I nterest costs.

Q Right. And yet, this deferral has resulted
apparently in approxinately $8 nmillion of
over-recovery. And | guess | want to explore
how t hat happened. So | would ask you to
expl ain whether all other things were equal
in that situation.

A (Si nek) What happened in that situation was
that the Conpany had i ncluded 16 nont hs of
costs in a rate that should have only
i ncl uded 12 nonths of costs. So the rate was
inflated, and the rate went for 14 nonths at
an inflated rate. So we had a | arge

over-recovery of approximately $8.5 mlli on.
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So this is a rate that was cal cul ated at the
very end of the |l ast case; is that correct?
(Sinek) Correct. W were asked to conme up
wi th sonme proposals of how we could extend
t he beginning rate from January 1, 2015, to
May 1st, 2015, and we canme up with three
proposals. W presented themto Comm ssion
Staff. Comm ssion Staff reviewed fornul as.
W all cane to an agreenent, and this was the
rate that was chosen.
Ckay. Well, I want to show you two
docunent s.

MR, DEXTER: And these aren't in the
record yet. They're from Docket 14-340. 1'd
be happy to hand out copies, if that's
appropriate, M. Chairman. | don't know if
t hey need to be marked as exhibits. | just
want to use them for conpari son purposes.

CHAI RVAN HONI GBERG W't hout know ng

nmore, | don't know.
MR DEXTER: Ckay. Well, 1'm going
to hand themout, and | guess |I'll ask that

t hey be marked as Exhibit 3.
CHAl RVAN HONI GBERG | think they're

48
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going to be 4 because 3 is the Record Request
for M. Warshaw s updat ed cal cul ati ons.
MR. DEXTER: Thank you.
So, the first docunent is a
spreadsheet entitled "Liberty Utilities."
It's Schedul e HMI-11 from Docket 14-340, and
it's atypical bill analysis show ng a
proposed i npact on a residential custoner of
1.4 percent.
(Counsel distributes docunent.)
(Exhibit 4 marked for identification.)
MR, DEXTER: And the next docunent |
want to distribute was marked as Exhibit 3 in
Docket 14-340. This again is a typical bill
conpari son showi ng a 5-percent increase on a
typical residential bill. And this was --
t hese were -- well, I'll just hand it out now.
CHAI RVAN HONIl GBERG. So this is going
to be 5?
MR. DEXTER This is going to be
Exhi bit 5.
(Exhibit 5 marked for identification.)
(M. Dexter distributes docunent.)

W TNESS SI MEK: Could | get a copy of
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t hat, pl ease?
MR DEXTER: "' msorry.

BY MR DEXTER

Q So, | ooking at the docunent that's been
mar ked as Exhi bit 4, would you agree that
this was the Conpany's filing in this
correspondi ng docket | ast year?

A (Sinek) The original filing, yes.

Q Yes. And that was revised during the course
of that filing so that the actual percentage
i ncrease to custoners was going to be
sonewhat | ess than the 1.4 percent |isted
there; is that true?

A (Sinek) | believe you. | don't know.

Q Ckay. And then the docunent that's been
mar ked as Exhibit 5 is a two-page docunent,
and there are two scenari os on this docunent;
Is that true? One on Page 1 and one on
Page 2; is that correct?

A (Si nek) Yes.

Q And is it correct that the scenario on Page 1
proposes a transm ssion charge for a 12-nonth
period to go into effect May 1st, 2015, and

stay in effect for 12 nonths, ending on
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A
Q

April 30th, 20167?

(Si nek) Yes.

So, a 12-nonth rate?

(Si nek) Yes.

And is it correct that the scenario on Page 2
Is a 7-nonth scenario, where the rates woul d
go into effect on May 1st --

(Si nek) Yes.

-- and end on Decenber 31st, 20157

(Sinmek) Yes. Sorry about that. Yes.

And is it correct that the Conm ssion's order
in the | ast case adopted Scenario 1, which is
laid out on -- what I"mcalling "Scenario 1"
-- which is laid out on Page 1 of the
docunent that's marked as Exhibit 5 in this
pr oceedi ng?

(Sinmek) | believe so, yes.

Ckay. So if we were to | ook at the

transm ssion charge, okay, on the bottom half
of this page that's |labeled "Current Rates in
Effect,"” the transm ssion charge is .02116;
correct?

(Si nek) Yes.

So that woul d have been the rates that were

51
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in effect when you went into the case | ast
year.

(Si nek) Correct.

And the idea of the deferral was to avoid
hitting the customers with this

1.4 percent -- or, actually, it was | ower
than that. It was |owered during the course
of the proceeding to avoid hitting themwth
t hat i nmpact on January 1st; correct?

(Si nek) Yes.

And the rate that ended up being inpl enented,
which is shown on the top portion of

Exhibit 3, is .03557; is that true?

(Sinek) | believe so, yes.

Ckay. And would you agree that that's al nost
a 70-percent increase in the transm ssion
char ge?

(Si nek) Yes.

Ckay. So | know this rate was approved, but
I wanted to ask you: Was that an inadvertent
error? | just want to explore that big

i ncrease. Could you explain for the

Commi ssi on how t hat happened?

(Sinek) Yes. Cbviously it was an inadvertent
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error. | wasn't privy to every conversation
that went on in those couple days when we
worked on comng up with this rate between
Commi ssion Staff and our group at Liberty.
But | believe at sone point sonething got

m ngl ed between the 16 nonths and the 12
nont hs and the recovery period, and sonewhere
along the |line a change may not have been
made to accurately reflect it at 12 nonths.
So, again, it would have been an i nadvertent
error to cause this over-recovery of 8.5,
approxi mately $8.5 mllion.

Ckay. | wanted to talk just for a nonent
about HMI-4, please. AmI| correct that the
point of HMI-4 is to develop a transm ssion
charge that is class-specific, rate

cl ass-specific?

(Sinek) If we're |l ooking at the transm ssion
portion that's charged directly to the
Conpany by the |1 SO the answer woul d be yes.
If we're | ooking at the portion of -- oh, I'm
sorry. Yes, HMI-4 is class-specific.

| shoul d have been nore specific. |'m

actually tal king about HMI-4, Page 1 of 1,
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which is Bates 48.

(Sinek) Yes, it is.

Ckay. So the idea here is to cone up with a
cl ass-speci fic transm ssi on charge.

(Si nek) Correct.

And again, we started this case by talking
about the $22,700,000 that's at issue here.
That nunber appears right at the very top of
t his schedul e; correct?

(Si nek) Yes.

And so the over-recovery that we're tal ki ng
about is roughly $10 million; correct?

(Si nek) Yes.

Ckay. Now, the over-recovery is going to get
passed back, according to the factor that's
set forth on HMI-1, Columm E, which is

Bates 43. W tal ked about this earlier;
correct?

(Si nek) Correct.

And that is not a class-specific factor; is
t hat true?

(Si nek) Yes.

So that would be one side effect of having a

| arge over- or under-recovery, is that you
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| ose sone of the rate design specificity of
the transm ssion charge. Wuld you agree?
(Si nek) Yes.
| wanted to talk very briefly about Colum F
on HMI-1, again Bates 43. This is the next
of the charges that feed into the
transm ssi on char ge.

Woul d you agree that this is roughly
one-tenth as |large as the transm ssion
char ge?
(Sinek) In this period, yes.
Ckay. And the detail for this RG3 charge is
set forth on HMI-7; is that correct?
(Sinek) Yes, which is a revised page.
Whi ch has been revised. Thank you. And if
' mnot m staken, that's Bates 52; is that
true?
(Si nek) Correct.
Now, the RGE rate that appears | guess two
thirds of the way down Bates 52, could you
i ndi cate how t hat nunber is devel oped? And
if it's on this sheet here, if you could
poi nt that out to ne, that woul d be hel pful.

(Si nek) Wiich nunber is that?
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56
It's the actual rate $.00206. There's no
| i ne nunber, but the nunber that appears
ri ght above the footnotes.
(Si nek) Ckay. That page has been revised.
Ckay. I'mgoing to find the revised one in
just a nonent. Hold on.
(Pause i n proceedi ngs)
So, revised is $.00213.
(Si nek) Correct.
So what's the derivation of that nunber?
(Si nek) The nunber 495, 316 di vided by the
remai ni ng refund of 2,040, 823.
And |l astly, turning towards the border sales
factor, which | understand in the upcom ng --
in the updated filing has decreased to zero;
is that true?
(Si nek) Yes.
Is this itemdone, or will this -- wll this
refund be -- will it cone up again in the
future, or is this a one-tine thing?
(Sinmek) A one-tine thing.
Ckay.
(Staff counsel conferring)
MR. DEXTER | don't have any further
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questi ons.

CHAI RVAN HONI GBERG. | thi nk we want
to imedi ately draw your and the witness's
attention to an issue with the answer that M.
Si mek just gave you about how the rate was
derived on Bates 52 Revi sed.

| believe, M. Sinmek, you
testified that that rate of .00213 was
cal cul ated by dividing one of the nunbers
above it by the other, and that math does not
wor K.

W TNESS SI MEK:  Yes, I'msorry. |If
you can bear with ne for a nonment, | think I
can back into the correct cal cul ati on.

CHAI RVAN HONI GBERG. Go ahead.

Just on the record, M.
Dexter, in case you wanted to foll ow up, we
just wanted to nmake sure that the information
out there was correct, because you may have
had nore questions dependi ng on what the real
answer is.

MR DEXTER: | appreciate that.

W TNESS SI MEK: Ckay. |'msorry.

The correct cal cul ati on on Bates Page 052
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Revi sed was to take the renai ning refund of
2,040,823 and divide it by the projected
kil owatt hour sales, which you can see on Bates
Page 51 is 957,563,085 kilowatt hours.
MR DEXTER: WMay | ask a foll ow up?
CHAl RMAN HONI GBERG.  You nay. That's
why we did this.
MR. DEXTER  Thank you.
BY MR DEXTER
Q What's the tinme period for the kilowatt hour
f orecast ?
A May 2016 t hrough April 2017.
MR. DEXTER  Thank you. That's all |
have.
CHAI RVAN HONI GBERG.  Conmi ssi oner
Scott.
CMSR. SCOTT: Thank you.
| NTERROGATORI ES BY COWM SSI ONER SCOTT:
Q Good aft ernoon.
A (Panel ) Good afternoon.
Q Agai n, whoever feels best qualified to answer
this, please do so. So, we already tal ked
about -- I"'minterested in any differences in

met hodol ogy fromthis filing to past filings.
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Q
A

And | think we already discussed the
reconciliation has sone extra nonths. |
t hi nk four nonths was discussed. It was
al ready di scussed that the | ook-back went
back two years, the sane nonth, if |
under stood correctly, to mtigate weather
i mpacts. Certainly this last winter was very
warm Are there other -- assum ng those are
correct -- is that correct what | just said?
(War shaw) Yes.
Are there any ot her methodol ogy differences
that we should be aware of conpared to | ast
year ?
(War shaw) No.
(Sinmek) None in ny exhibits either.
Ckay. Thank you.

| was curious. | know you don't have a
crystal ball. But where do you see the cost
of transmssion that's reflected in rates in
the future? Do you see that continuing to go
up?
(Warshaw) All things being equal, yes.
And why is that?

(Warshaw) There's been a significant program
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by the transm ssion-owning participants in
New Engl and to reinforce and upgrade the
transm ssion systemto mnimze any probl ens
wi th actually being able to nove power from
one |l ocation to another and to be able to
serve all locations in New Engl and w t hout
havi ng to have any significant congestion
costs or other costs that would be specific
to a very localized area.

Q And again, |I'mgoing to make you do public
math | think here. Can you give ne a
bal | park of an average ratepayer, what
percentage of their bill is transm ssion?

A (Sinek) If we | ook at Bates Page 054

Revi sed --
Q ' mthere.
A (Sinek) -- we can see on this page that the

proposed bill would be $8.71 for

transm ssi on, based on a total bill of

$110.98. So, | guess 6 percent or so.
Q Thank you for that.

>

(Si nek) You're wel cone
Q Loaded question, but 1'Il ask it anyways.

So we started the filing with, | didn't
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count the pages, 13, 18 pages of changes. W
tal ked about errors a fair anmpbunt today. |Is
t here sonet hi ng we shoul d be doi ng
differently with the filings to mtigate
that? |Is there a tine issue or -- how can we
I mprove in the future?

(Si nek) The revised pages canme about with nme
reviewwng the filing fromthe beginning in
order to be prepared for this hearing and to
adopt the testinony. W have conmmuni cat ed

t he changes that need to be i nplenented for
the future so that these types of things wll
not occur again, nainly w th doubl e-checki ng
of each other's work and all that on our
team So | don't believe that anythi ng needs
to be changed, nor do we need nore tine than
what we're in now. The only part that needed
to change, which we have al ready i npl enented,
was just an internal process of
doubl e- checki ng work before we submt it to

t he Comm ssion for a filing.

Thank you for that. And don't m sunderstand
nmy question to mean that | don't want the

best, accurate data that you have when you
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have it. So, thank you. That's all | have.
CHAI RVAN HONI GBERG.  Conmmi ssi oner
Bai | ey.

| NTERROGATORI ES BY COWM SSI ONER BAI LEY:

Q So, in the original filing, the testinony was
t hat the Conpany had over-col |l ected by
$8 mllion.

A (Si nek) Correct.

Q And you found another $2 mllion that was
over -col | ect ed.

A. (Si nek) Correct.

Q And how did you find that?

A (Sinek) Again, in preparing for this hearing,
I went through all the fornulas, all the
data. | was -- | had previously -- | work on
the gas side, and I'mfamliar with a | ot of
how this works in the regulatory arena to
begin with. And | used to be on the electric
side previously, so | was famliar wth a | ot
of the terns and how the data is supposed to
flow And | just went through everything
line by line, and basically there was a
formula error that caused the $2 nmillion --

Q Which formula was it in?
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A (Sinek) It was in the transm ssion
adjustnment. The portion that had to include
where we had 16 mllion in expenses and only
12 mllion -- I"msorry -- 16 mllion worth
-- 16 nonths' worth of expense to be
coll ected over only 12 nonths, when it shoul d
have been 12 nont hs of expense to be incl uded
over the 12 nonths. That four nonths of
addi ti onal expense did not incorporate all
t he expense. That's where the additional
2 mllion canme from

Q Ckay. M. Dexter pointed out that when you
over-collect by class and you refund -- and
the refund is not class-specific, who
benefits fromthat? Wich class?

A (Sinek) | believe residential would benefit
by that class -- by that structure because
the majority of the | oad woul d be under the
| arge commercial and industrial. But we're
giving the over or under, by the way -- so |
don't know if there's really a benefit. Just
in this case it was an over-collection. So I
believe that by flowng it that way,

residential custoners would get an infl ated
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benefit of the over-collection.

But commercial and industrial custoners pay a
| ower rate to begin wth.

(Sinek) Correct. But they aren't paying a

| oner rate of the transm ssion portion
because those charges are getting all ocated
based on their use.

Ckay. So the charge is the sane for every
cust oner cl ass?

(Sinmek) Correct. |'msorry.

The transm ssion charges --

(Si nek) The over or under bal ance is the sane
for every class. The actual transm ssion
charge is allocated based off of the

pr oj ect ed use.

So the transm ssion rate for a commercial and
i ndustrial custoner is |ower than the

transm ssion rate for a residential custoner.
(Sinek) | believe so, yes.

Ckay. Now, don't you have a cost of energy
filing comng up in the electric worl d?
(Warshaw) We do have a default service
filing. The current schedule is to issue the

RFP begi nning of May, with bids comng in
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early June, for an effective newrate for six
nont hs begi nni ng August 1st.

So why don't you do the reconciliation in
that filing? Wy did you nake a separate
filing for this?

(Sinek) That filing that you're di scussing
has to do wth Novenber 1 rates; right?
(Warshaw) We don't have Novenber 1 anynore.
We now have August 1st and February 1st
because we shifted our periods.

(Si nek) Cbviously we can take this under
consideration to reconmend doing a swtch. |
know that part of the reason we switched to
begin with, going from January through
Decenber, was at the request of the
Comm ssi oners to not have the increase inpact
in the winter because it's al nbst al ways an

I ncrease based on transm ssion costs goi ng
up.

(Warshaw) |'m sorry.

CGo ahead.

(Warshaw) Back when this all was going on, |
think it was Decenber of 2014, we were

| ooking at a -- we had seen a substanti al
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i ncrease in the default service rates that
the custoners experienced. And the

Commi ssion had decided to not put the
addi ti onal increase on the custoners just
yet, but to push it off until WMay.

Ckay. Wiat |I'mthinking about is you have
the period from January through April that's
projected. And if you filed this |later as a
reconciliation to your default service rate,
then that all would be known. O does

t hat --

(Sinmek) W would still have -- if we stuck
with the sane net hodol ogy, there would still
be sone nont hs of unknown that would be

proj ected, because this is May 1st rates
effective, filed in March. So, March and
April are unknown. |If we did the sanme thing
for the default service, March and Apri
woul d be known, but fromthe tine period of
when we file it to when they woul d be
effective in the next rate, there would still
be two nmont hs of unknown, if | understood
your question correctly.

| guess | would ask you to work with Staff

{DE 16- 346} [ ANNUAL RETAI L RATE ADJUSTMENT] { 04- 18- 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: WARSHAWI|SIMEK]

and see if there's a better way to do this so
that -- and if there isn't a better way to do
it because, if you did it later, then the

i ncrease would go in effect during the winter
nmont hs, then that woul d be the answer. But I
think it's worth thinking about to see if
there's a better way that you can do it and
maybe nmake a reconciliation filing with your
default service rates. Thank you. That's
all | have.

| NTERROGATORI ES BY CHAI RVAN HONI GBERG

Q I*"mgoing to pick up there because -- M.

War shaw and M. Sinek, is your nenory the
sane as mne, that your reconciliations used
to coincide with the default rate change?
Correct? The January 1 effect used to be --
well, actually, it didn't, did it?

A (Sinek) No, it did not.

A (Warsaw) |t never did.

Q But one of the reasons this was noved to the
spring for this one, as you said a mnute
ago, had to do with the increase that the
Comm ssion didn't want to put on at the sane

tinme, as the winter rates were extrenely
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hi gh; correct?

(War shaw) Yes.

And the rates generally are expected to go
down in the summer. So what woul d be an

I ncrease was going to get put on at the sane
tinme that other parts of the rate were
decreasi ng; correct?

(War shaw) Yes.

And so | think, as you think about it going
forward, it does nake sense to see where
within the year this change or this

adj ust ment shoul d be placed so that it is as
pai nl ess as possible for ratepayers. | think
that's where Conm ssioner Bail ey was goi ng.
Are we all agreed on that, at | east

t heoretical ly?

(Si nek) Yes.

I have a question for M. Warshaw regardi ng
the use of the greater nunber over two years
and your stated reason being that you were
trying to avoid extrenes by doing it that
way. |Is that -- did | understand you to say
t hat ?

(Warshaw) Yes. Approxinately, yes.
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Q | have to question the way of inplenenting a
change to acconplish that goal, because it
seens to ne -- and correct ne if I"'mwong --
that by doing it your way, you actually adopt
every high extrene by taking the greater
nunber of those two years, and that if you
were | ooking to avoid extrenes, you would
start taking averages, rolling averages,
wei ght ed averages, in sone way to play out to
renmove from your cal cul ati ons extrene
situations. AmI| m ssing sonething?

A (Warshaw) No, that's al so a reasonabl e way of
approaching it.

Q It just seens |ike M. Dexter was going there
as well, that the way you did it, you ended
up with always taking the highest nunber if
you did, in fact, what you intended to do.
And | understand that that didn't happen yet.
But the record requests wll fulfill that.

So, | think going forward, if that's the
over ar chi ng phil osophy, you want to think
about how to do that, | think using averages,
rolling averages or wei ghted averages, to

make sure that you conme up with that. |Is
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that sonething you'll take a | ook at?
A (Warsaw) Oh, definitely.
Q All right. 1 don't have any other questions.
CHAI RVAN HONI GBERG. M. Sheehan, do
you have any further questions for your
W t nesses?
MR. SHEEHAN: | do. Thank you.
REDI RECT EXAM NATI ON

BY MR SHEEHAN:

Q First, M. Sinek, all of the charges that are
involved in this filing are pass-through
charges; is that correct?

A (Si nek) Yes.

Q They are bills that Liberty pays and receives
fromthe custoners with no profit, if you
will, on behalf of the Conpany; is that
correct?

A (Si nek) Yes.

Q And all of these charges, of course, are
subject to reconciliation, which is what
we' re doi ng today.

A. (Si nek) Correct.

Q Taki ng up Conmi ssioner Bailey's question

about timng and the Conmm ssioner -- and the
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Chairman's question, there may be a better
time to inplenent what will invariably be a
rate i ncrease or transm ssion. But all of
these filings will have sone el enent of
projections in them is that correct?
(Si nek) Yes.
So you can never get -- although you have
sone actual s | ooki ng back, you always have to
project into the future how you're going to
recover the over- or under-recovery; is that
correct?
(Sinek) Yes, it is.
And so at sone |evel there's never a
hundr ed- percent known nunbers for such a
proceeding as this; is that correct?
(Sinmek) That's correct.
The formula error that you found -- two
questions: First is the error that resulted
in the | arge over-collection, and second is
the formula error.

Focusing on the first, the error that
resulted in the over-collection, that is
enbedded in Scenario 1 that counsel showed

you, which is now narked as Exhibit 5; is
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t hat correct?

(Si nek) Correct.

And that was a docunment prepared after the
hearing | ast Decenber to figure out a way to
make these rates go in effect in May of 2015
[sic]?

(Si nek) Correct.

And as you testified, that was di scussed
among Staff, the OCA and the Conpany to cone
up with a way to inplenent what the

Commi ssion wanted to happen; is that correct?
(Sinek) Correct. There were severa

di scussi ons between Comm ssion Staff and
menbers at Liberty to cone up with a way that
we t hought was the best, nbst accurate,
appropriate way to nove forward, by noving

t he begin date to May.

And t he docunent that was filed and what's
been marked as Exhibit 5 here, and was
Exhibit 3 in the prior docket, was filed
after the hearing to provide the nunbers on
whi ch the Conmi ssion could issue its order in
t he prior case.

(Si nek) Correct.
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All right. Conmm ssioner Scott asked you
about any further changes. | think there was
one nore that you had nentioned, and that was
with regard to the over/under begi nning

bal ance. You said the Conpany woul d be doi ng
that slightly differently going forward; is

t hat correct?

(Si nek) Correct.

And that was Bates 50.

(Si nek) Correct.

And the other error that resulted in a change
inthe filing -- let ne back up.

The anended filing that the Conpany nade
flowed fromthe other error that you said you
di scovered in reviewing this case; is that
correct?

(Si nek) Yes.

And again, that was a fornmula error; correct?
(Si nek) Yes.

A single fornmula error.

(Si nek) Correct.

And there was a | ot of new pages because that
formula carried out through many of the

nunbers in this case.
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A (Si nek) Correct.

Q And | ast, M. Warshaw, you' ve been asked to
recal cul ate the average that we just spoke
about. And presumably that will result in a
di fferent nunber than is in the filing today;
Is that correct?

A (War shaw) Yes.

Q And will that nunber al so have a
flowthrough, if you will, to nmany other
nunbers in this filing?

A (War shaw) Yes.
Q Thank you.

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

CHAI RVAN HONI GBBERG. Al l right. | f
we have nothing else for the witnesses -- |
guess before | excuse you, | just want to
clarify sonething that you just said, M.
Sheehan.

We have a record request
that's going to be Exhibit 3, which is going
to be the revised version of one of the
tables. | don't renenber which it is. And

that, as you say, wll have effects
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t hroughout the filing. 1Is it then your
intention to update all of the nunbers
associated with the filing, depending on how
t he exhi bit changes things?
MR. SHEEHAN. | was going to address

that in closing. But that was going to be ny
suggestion, subject to input, that we take the
anended filing you have in front of you now,
except all those changes, and then have a
second anended filing that will show what ever
changes flows from M. Warshaw s change.

CHAI RVAN HONI GBERG. So is that -- do
we want to nake that all Exhibit 3, or is
Exhibit 3 going to be l[imted to a very
speci fic change, and then there will be maybe
anot her exhibit that will be the revised other
docunent s?

MR. SHEEHAN: |'m open. Probably the
cleanest way is to file a revised Exhibit 3, if
that's -- no, it's not Exhibit 3 -- whatever

M. Warshaw s schedule is, identify that as a

singl e docunment -- right, it's reserved as
Exhibit 3. I'msorry. So you'll have a single
paper that wll show that change, and then
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submt as whatever we're up to now, Exhibit 6,
a filing wwth -- a new filing showi ng how t he
changes flow through the rest of the schedul es.

CHAI RVAN HONI GBBERG. Al l right. M.
War shaw, you understand, and M. Sinek, you
under stand what's going to be happening wth
the record request that is Exhibit 3 and
Exhi bit 67

A. (Sinek) | do.
A (Warshaw) | do.

CHAI RVAN HONI GBBERG. And M. Dexter
and M. Cicale, do you have any problens with
what M. Sheehan just outlined?

MR CICALE: Not at all.

MR DEXTER: | don't, but I -- sorry.
| don't, but I would want to point out that
JDW 2, which is the one that had the | oad
figures, is a two-page schedule. And the | oad
figures that were shown to be incorrect for
t hree nont hs appear on both pages. So both
pages woul d have to be updated. | don't know
if that was clear earlier. | just wanted to
poi nt that out.

CHAI RVAN HONI GBERG Under st ood. One
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was the source docunent, and then the other was
carrying those nunbers forward. Right.

MR. DEXTER: No, that's actually not
it. The source docunent | don't believe needs
to be updated. That was Bates Page 24. And |
think the witness testified that those were the
correct nunbers. But they were carried forward
to both pages of JDW2, one having to do with
| SO Section 2 charges and the other having to
do with | SO adm ni strative charges.

CHAI RVAN HONI GBERG.  Under st ood. |
think that's right.

M. Warshaw, that's correct;
Is it not?

W TNESS WARSHAW  Yes, but | woul d
al so have to update JDW 1 because that is the
summary of the results of what comes out of
JDW 2.

CHAI RVAN HONI GBERG Ckay. So there
will be a record request for Exhibit 3. That's
going to be one snall docunent, small-ish
docunent, and then a revised filing that
carries through all of the changes, and that

will be Exhibit 6; is that correct?
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MR SHEEHAN: That's correct.
(Exhibit 6 marked for identification.)
CHAI RVAN HONI GBBERG. Al l right.
MR. SHEEHAN. And one | ast questi on.
Wul d the Comm ssion prefer that we al so update
all the testinony or just file revised
schedul es? Probably be cleaner to have updated

testinony so there's a single place --

CHAI RVAN HONI GBERG. | think that's
right.

MR SHEEHAN. Ckay. We'll do that.

CHAl RMAN HONI GBBERG Al l right. Now
we'll excuse the w tnesses. But you can stay

where you are 'cause we won't be long as we |et
t he parties sum up.
M. Cicale.

CLOSI NG STATEMENTS

MR CICALE: The O fice of Consuner
Advocate stands in support of the adjustnent.
The O fice believes it is in the public
interest. The Conpany has shown an
over-recovery in excess of $10 mlIlion. The
O fice of Consuner Advocate has been very

active in FERC Docket EL 16-019, participating
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as a settlenent party. That FERC docket is
probably a | ong way of f from settl enent.
Parties are still working on a protocol for the
regi onal network service, |ocal network
service, and the actual fornmula rate is Phase 2
of that FERC docket. And so that fornula rate
may not be agreed to by the settling parties
until the conclusion of the summer. \Whatever
deduction on the fornula rate that may be

achi eved t hrough that docket will result in
nmore -- it would result in nore refunds to
residential custoners, and thus, the Conpany
woul d i ncur anot her over-recovery based on
these rates. So the Ofice is very optimstic
in regards to the transm ssion charges, and
residential custonmers are |ooking at a
deducti on of $12 on their bills for this
upcom ng billing period based on this.

So, once, again, the Ofice
stands in support and thanks the Conpany for
correcting their calculations and is
interested to see how t hese new cal cul ati ons
affect the filing.

CHAI RVAN HONI GBERG. M. Dexter.
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MR. DEXTER  Thank you, M. Chairnman.
Utimately, Staff supports the approval of the
rates as filed as just and reasonable with the
corrections that are going to be comng forth
in Exhibit 6.

CHAI RVAN HONI GBERG. M. Sheehan.

MR. SHEEHAN: Thank you. The Conpany
will file the docunents that we just discussed
to fix the one itemleft for discussion, and we
will file those tonmorrow or the next day.

O herwi se, the Conmssion's filing was | argely
done as has been done in the past. The

cal cul ati ons have been done as in the past and
approved in the past. And we believe the
testi nony as revised provides sufficient
support for the Conmi ssion to order new rates
as of May 1 to reflect these pass-through
charges going forward for the next 12 nonths.
Thank you.

CHAI RMAN HONI GBERG. Al |l ri ght.
Thank you all

Oh, | forgot to strike I.D.
didn't 1. Strike |.D. on Exhibits 1, 2, 4

and 5, and 3 and 6 will cone in within the
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next

coupl e days.

And with that we w || adjourn.

Thank you all

(Proceedi ngs concluded at 3:10 p.m)
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