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PROCEEDI NGS

CHAI RMAN HONI GBERG.  Good
afternoon. We're here in Docket DG 18-064,
which is Liberty Uilities (EnergyNorth
Natural Gas) Corp.'s Cast Iron/Bare Steel
Repl acenent Program Results. W have a
hearing on the nerits. W have peopl e
al ready prepositioned. Before we do anything
el se, let's take appearances.

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

MR, BUCKLEY: Good afternoon, M.
Chai rman and Conmm ssioners. M/ nanme is Brian
D. Buckley. |1I'ma staff attorney with the
O fice of Consuner Advocate. |'mhere
representing the interests of residential
rat epayers.

MS. FABRI ZI O  Good afternoon,
Conmm ssioners. Lynn Fabrizio on behalf of
Comm ssion Staff. Wth ne today are
co-counsel, Al exander Spei del; Randall
Knepper, Director of Safety and Security in

the Safety Division; and Ant hony Leone of the
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Gas and Water Division, utility anal yst.
Thank you.

CHAl RVAN HONI GBERG | see
W tnesses are in place. Wat do we need to
do in the way of prelimnaries, M. Sheehan?

MR. SHEEHAN. The Conpany proposes
to mark two exhibits. The first is the
initial filing, Docket Book Tab 1, which
consi sts of the Furey/Frost testinony, Bates
1 through 44, and the Sinek/ McNanara
testi nony, Bates 45 through 67; and
Exhi bit 2, which was a revised filing. M.
Sinek will explain what was revi sed. And
that is just the Sinek/ McNanara testinony
whi ch we have marked as 45R t hrough 67R  So
it can be a conplete replacenent for that
portion of Exhibit 1. And there's nothing in
this filing that is confidential.

CHAI RVAN HONI GBERG.  Ckay. Any
other prelimnaries before we have the
W t nesses sworn in?

[ No verbal response]
CHAI RVAN HONI GBBERG. Al l right.

Woul d you do the honors, please.

{DG 18- 064} [ HEARI NG ON THE MERI TS] {06-25- 18}
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(VHEREUPQON, DAVI D B. SI MEK CATHERI NE A.
McNAVMARA BRI AN FROST SHAWN D. FUREY
were duly sworn and cautioned by the
Court Reporter.)
CHAI RVAN HONI GBERG. M. Sheehan.
MR. SHEEHAN: That | eads ne to ny
first comment. M. Furey has managed to | ose
his voice, so he can whisper. So they have a
gane plan worked out where we will have him
speak as little as possible.
DI RECT EXAM NATI ON

BY MR SHEEHAN:

Q So, Shawn, | will start with you just to get
it over wwth. Your name is Shawn Furey;
correct.

A. (Furey) Correct.

Q And you work with Liberty Uilities, and your
function is nanager of construction; is that
correct?

A (Furey) Correct.

Q And you prepared testinony with M. Frost
t hat has been marked as Exhibit 1 in this
matter; is that correct?

A (Furey) Correct.

{DG 18- 064} [ HEARI NG ON THE MERI TS] {06-25- 18}
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Do you have any changes in your testinony?
(Furey) No.

And do you adopt your testinmony as your sworn
testi nony here today?

(Furey) 1 do.

M. Frost, sane questions. Your position
with the conpany is what?

(Frost) I'm an engi neer.

And did you prepare testinony in this natter
as wel | ?

(Frost) Yes.

And you prepared that with M. Furey?
(Frost) Correct.

And can you give us a real high level -- the
pur pose of your testinony was to describe
what ?

(Frost) It was to describe the results of

| ast year's program costs, mleages and
drivers in the program

And do you have any changes to that

testi nony?

(Frost) No.

And do you adopt your witten testinony as

your |live testinony here today?

{DG 18- 064} [ HEARI NG ON THE MERI TS] {06-25- 18}
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(Frost) Yes, | do.

Ms. McNamara, your position with the conpany,
pl ease?

(McNamara) |'ma rates analyst in Rates and
Reqgul atory Affairs.

And we marked as Exhibit 1 testinony by you
and M. Sinmek, and as Exhibit 2, revised
testinony of you and M. Sinek. D d you
assist M. Sinek and did he assist you in
preparing that testinony?

(McNamar a) Yes.

And do you have any changes to bring to the
Conmmi ssion's attention this afternoon?
(McNamar a) No.

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

(McNamar a) Yes.

So today you adopt that testinbny as your
sworn testinony?

(McNamar a) Yes.

Last, M. Sinek, your name and position with
t he conpany, pl ease?

(Sinek) David Sinek, manager of Rates and

{DG 18- 064} [ HEARI NG ON THE MERI TS] {06-25- 18}
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Regul atory Affairs.

And did you participate in the preparation of
what's been marked as Exhibits 1 and 2, your
and Ms. McNamara's joint testinony?

(Si nek) Yes.

And do you have any changes to what has been
filed?

(Sinek) | do not.

Coul d you explain for us the reasons for the
revi sed testinmony of you and Ms. MNanar a,
whi ch is Exhibit 2?

(Sinek) Yes. There were two changes. One
related to the ROE that was used in the
revenue requirement calculation. The Conpany
had used 9.4 percent, which was included in

t he settl enent agreenent fromthe
distribution rate case. And then in the
meantime, an order had cone out in that case
that the ROE had changed to 9.3 percent.

So your filing updated to reflect that ROCE
(Sinmek) Correct. And the other change in the
revised filing had to do with M. Knepper
requesting in sonme of his illustrative pages

to include the degradation fees that weren't
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I ncl uded previously.

And the cover letter that we filed along wth
the revised testinony puts a specific
reference to where that entry was as

DBS/ CAM 2 at Page 1, which is Bates 64R And
it's just a nunber added to Row 5, Columm J;
Is that correct?

(Si nek) Yes.

The cover letter al so describes the financi al
i npact of the change in ROE. And the cover
letter states that the revenue defi ci ency
requested in this case was reduced slightly
because of the change in RCE;, is that
correct?

(Si nek) Yes.

And can you give the Comm ssion what the
Conpany's requesting now, the revised filing,
and what inpact that will have on the average
custoner's bill?

(Sinek) Yes. The revenue requirenents that
we are requesting is $762,488. And that has
a custoner bill inpact for your typica
residential customer; it's $3.26 annually.

After you filed your revised testinony, the
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Conpany filed a request to fornmally -- filed
a formal request to recover the so-called
"carryover costs" that were not included as
part of the original filing; is that correct?
(Si nek) Yes.

Those carryover costs are the issue that the
Conpany and Staff have spoken about, and the
OCA, over the last few hearings; is that
correct?

(Si nek) Yes.

And did you do a cal cul ati on of what i npact
that woul d have on this filing should the
Conmi ssi on order the recovery of the
carryover costs here?

(Si nek) Yes.

And what woul d that be?

(Si nek) The revenue requirenments woul d

i ncrease by $63, 763, which would then have a
residential custonmer bill inpact of $3.53

annually. So it's 27 cents higher than our

original revised filing.
Thank you.

MR SHEEHAN: That's all | have.
Ch, and for the Comm ssion's benefit, | have
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in front of nme copies of the spreadsheet. |
can hand them up your way if people start
aski ng questi ons about them

CHAI RVAN HONI GBERG. Thank you, M.
Sheehan.

M . Buckl ey.

MR. BUCKLEY: Thank you, M.
Chairman. Fortunately, Attorney Sheehan
al ready went over ny questi on about
residential billing inpacts, so we'll skip
over that one.

CRGCSS- EXAM NATI ON

BY MR BUCKLEY:

Q So, noving to M. Furey and M. Frost,
whoever feels is nost able to answer, if |
could ask you to turn to Bates Page 10 in
Exhi bit 1, which is your testinony. Now, |'m
| ooking at Lines 5 through 9, which is a
di scussion of unit costs. And | think |
understand this, but if you could possibly
just break it down for ne a little further.

Am | correct in understanding that the
Conmpany underestinated direct costs by 21

percent, but the overall variance of the

{DG 18- 064} [ HEARI NG ON THE MERI TS] {06-25- 18}
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total costs was only 4 percent?

(Frost) That is correct.

And could you just explain to ne a little
further what's included in direct versus

i ndirect costs and why those two val ues are
so different?

(Frost) Direct costs include the direct
contractor and material charges to a job;
that would be the contractor's bills and
exactly how nmuch we were to pay for a piece
of pipe. Indirect costs or |oaded costs
refer to the direct costs plus the Conpany's
over head costs. The overhead costs, as
explained in the testinony, they include
benefits and prelim nary design. There is a
little bit of an inprecision in cal culating
| oaded costs because it would reflect the
total operating costs of the Conmpany at a
given tine.

And where do degradation fees fall wthin the
category of direct versus indirect?

(Frost) Degradation fee is a direct cost.

So is it possible that a significant portion

of that 21 percent underestinate coul d be
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related to degradati on fees, anobngst other

t hi ngs?

(Frost) I would not believe it's related to
degradati on fees.

Can you give ne sone idea if there is any one
category of itens that it mght be rel ated
to, the over 21 percent?

(Frost) | cannot give that right now.

Ckay. If | could ask you to turn now to
Bates 18, Lines 6 through 7. There's what |
think is a couple charts here for our
under st andi ng sone of the costs associ at ed
wi th marketing custoner conversions under the
Cl BS program Can you describe for ne what
is the chart at Bates 18, Lines 6 through 7?
(Frost) That's the cost that the Conpany has
incurred in | abor and naterials to conpl ete
mar keti ng on the CI BS program and to send
mai lers to every resident. It includes

mai lings to every resident along the CIBS
program manual research to figure out which
residents are custoners and whi ch residents
are not custoners of the Conpany, and then

additional mailings to the fraction of
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househol ds that are not current custoners of
t he Conpany.

So it sounds |like the marketing efforts to
custoners along the Cl BS program are
slightly -- are nore | abor and possibly
cost-intensive than other marketing efforts
for a custoner --

(Frost) That is correct.

And so at the bottom of the chart at Bates
18, Lines 6 through 7, it provides sonme
dol I ar val ues on customer conversion costs.
Coul d you characterize those val ues for nme
per custoner?

(Frost) In fiscal year 2018, we spent $787
for each custonmer obtained during the C BS
mar keting efforts.

And in the last three years, would it be
accurate to say that the per-customer

acqui sition costs are sonewhere between
roughly $750 and $1, 000?

(Frost) That is correct.

And then if | could ask you to turn to the

chart at Bates 19 of your testinony. Now, am

| correct in understanding that this sane

15
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type of cost is displayed at the bottom of
this chart but for the non-ClBS nmarketing
efforts for custoner conversions?

(Frost) That is correct. It's for marketing
in areas where we don't currently have
service and are extendi ng nains.

And can you just explain to ne in your

testi nony, you basically have | ooked at these
two nunbers and nmade a suggestion. What is
t hat suggesti on?

(Frost) Qur suggestion is that we would Ilike
to continue notifying all customers al ong

Cl BS routes; however, we would like to

I nvesti gate possi bly using door hangers or
just straight mailing to all property owners
or residents along the route w thout the
manual , tinme-intensive process of trying to
figure out which residents along the route
are our custoners and which ones aren't,
because of the costs incurred and that we've
spent a lot less in areas where we can j ust
mai | based on nunber of residents there.
I|'"mcurious. Do you use the -- | know the

Conpany has a SIMS programthat they use to
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sonetines identify custoners who m ght be
potential conversions. Do you use that for
this, for CIBS? Excuse the overlap between
the two. |If you don't know, that's fine,
too. I'mjust curious.

(Frost) I"'mnot sure of the SIMS program the
acronym you' re usi ng.

| don't know that it is an acronym But from
what | understand, the Conpany has | eased a
software programfrom I CF that helps to
identify various potential for conversion in
vari ous areas.

(Frost) | don't think I can adequately speak.
I wasn't involved wth that programs

devel opnent and use.

But | guess in summary, you are | ooking at

t he costs associated with marketing to the
customers along CIBS, and specifically those
costs associated with the nanual data entry
and identification. And you're saying that,
well, maybe if we back off on sone of those

| abor -i ntensi ve marketing practices, we'll
still get a fair nunber of conversions, but

at a nmuch snmall er cost. Is that an accurate
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assessnent ?
A (Frost) Yes, that's the Conpany's position.
MR BUCKLEY: Ckay. Thank you. No
further questions.
CHAI RVAN HONI GBERG. Let's go off
the record for just a second.
(Di scussion off the record)
CHAI RVAN HONI GBERG Ms. Fabri zi o.
MS. FABRI ZI O Thank you, M.
Chairman. | have a series of questions
mai nly for Messrs. Furey and Frost. Really,
these are to kind of close the | oops on
certain data points to nmake sure that the
record is accurate and that we're all on the
same page.
CROSS- EXAM NATI ON
BY Ms. FABRI ZI O
Q First of all, were both of you able to review
M. Knepper's testinony in this docket?
A (Frost) Yes, | was.
A. (Furey) |1 was, too.
Q And do you have a copy of his testinony
before you, by any chance?

A (Frost) | do not have a copy.
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M5. FABRIZIOG Mnd if | --
MR SHEEHAN: That's fine.

BY Ms. FABRI ZI O

Q

Just wanted to do sone sort of back and forth
bet ween your testinony and his, just to nake
sure we have the right nunbers.

(Ms. Fabri zi o handi ng docunent to

Wt nesses Frost and Furey.)
So, M. Knepper states in Attachnent 3 to his
testi nony on Bates Page 35 -- and that is a
spreadsheet, RSK Attachnment 3. The | ast
colum on the right, at the bottom of the
colum it indicates, the second to the | ast
line in the | ast box, actually, seven. Do
you see the nunber seven that's at the bottom
of that last colum in this spreadsheet?
(Frost) Yes, | do.
Ckay. The nunber seven seens to indicate
that seven field sanples of bare steel and
seven witten reports were submtted to the
Safety Division for FY2018. Do you see that?
(Frost) Yes.
Ckay. Now I'd like you to | ook at your

testinony for Furey/Frost. On Bates Page 33,

19
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| ast line of that page indicates that only
si X pipe and soil sanples were collected. Do
you see that |ine?

(Frost) Yes.

And what does that state?

(Frost) It states that six pipe sanples were
col | ect ed.

And sunmari zed on the foll ow ng pages.

Now |'d |like you to go to Bates Page 40
of your testinony. And this page states
there was a seventh sanple collected; is that
correct?

(Frost) Yes.

So woul d you agree, then, that the correct
nunber i s seven sanples rather than six?
(Frost) Yes, seven sanples.

Ckay. Now, | ooking at the same witten
report on Bates Page 40 of your testinony, it
states that the pipe is froma | ow pressure
system Do you see where that is indicated?
(Frost) Yes.

And woul d you agree that the Tilton mains are
fed froma 60 psi high-pressure system and

that that is the only pressure distribution
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systemin the town of Tilton?

(Frost) Yes, | do.

So, going back to M. Knepper's testinony on
Bat es Page 35, Attachment 3 shows that the
seventh sanple, which is again on the far
right, in the last big box with an outline
around it, correctly says 60 psi on Peabody
Street.

(Frost) Yes.

And do you believe that's accurate?

(Frost) | do.

Ckay. So we have those corrections to the
under st andi ng of those statenments in the
testi nony.

Now, | ooking at your testinmony of all
seven sanpl es on Bates Page 34 through Bates
Page 40, would it be fair to say that these
sanples indicate that there is evidence of
active corrosion on each of these sanpl es?
Woul d that be your understandi ng of what
t hese pictures depict?

(Frost) They do depict corrosion.
Ckay. And would it be fair to say that all

seven of the sanple pipe pieces have

21
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experienced active corrosion, based on these
phot os, and your report as well?
(Frost) I would say -- | nean, is there a
definition of "active corrosion” we'd like to
use?
Well, naybe we can get at it by sayi ng what
you nean in your report when you spell out
the sanple condition of each piece.
(Frost) They all indicate varyi ng degrees of
corrosi on.
Ckay. Thank you.

Now goi ng back to M. Knepper's
testi nony on Bates Page 35, again the
Attachnent 3 and his history of the 55 bare
steel sanples that have been submtted by
Liberty UWilities and its predecessors as
part of CIBS filings since 2009. They appear
toindicate -- all of the sanples in his
sunmary appear to indicate evidence of active
corrosion, is that correct, wth the possible
exception of the two in yellow that are
mar ked as in "good" condition?
(Frost) That would be correct, that they all

evidence wall | oss due to corrosion.
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Ckay. Thank you.

And is it fair to say that any bare
steel pipes shown with various | evels of
pitting, and clearly the ones with hol es,
have i ndeed experienced active corrosion? |Is
t hat your understanding of the sanple
condi ti ons?

(Frost) Yes, they've all experienced wall
| oss.
Ckay. Thank you.

And do you agree that bare steel sanples
t hat have been sel ected through the years
have been appropriate for all the years
listed?

(Frost) | do.

And coul d you el aborate on that, why you feel
t hey' re appropriate?

(Frost) Sections of bare steel pipe selected
for replacenent have prior |eak history or
risk factors due to their operating pressure
or location that would indicate replacenment
IS warranted.

Ckay. Thank you.

And is it correct that the average age
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of the seven sanples in fiscal year 2018
appear to be nearly 90 years ol d?

(Frost) That is correct.

And the | arger group over the entire 55
sanpl es coll ected since 2009 have an aver age
age of nearly 85 years?

(Frost) That is correct.

And can we extrapol ate fromthat and expect
that the condition of the remaining bare
steel segnents can be characterized as either
wel |l past their prinme and exanpl es of
deteriorating or what is known as "worn" pipe
or "l eak-prone" pipe?

(Frost) Yes.

Thank you.

Now |'d like to go to your testinony on
Bates Page 9. Specifically I'm | ooking at
Line 10. | see a figure of 2,668,808. Can
you explain what that figure represents?
(Frost) That represents costs fromthe fiscal
year 2017 program for finished restoration
that occurred during fiscal year 2018.

That are being carried over in this

proceedi ng or --
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A (Frost) That is correct. They're being

carried over into this proceedi ng.
Q Ckay. Thank you.

Now, please go to Attachment 2 of your
testi nony. These are the | arge spreadsheets
att ached.

MR SHEEHAN: If you'd |like them
these are the bigger, if you want to -- not a
| ot bigger, but a little bigger.
BY Ms. FABRI ZI O
Q ' m |l ooking at the one marked as Page 44
that's handwitten in the | ower corner of the
spreadsheet, |ower right-hand corner.
MR. SHEEHAN: Comm ssi oner, the
| arge printout is 44 and 45 conbined, left to
right.
M5. FABRIZIO W're all on the
sanme page?
BY M5. FABRI ZI O
Q So if you go to Colum BL and Row 83, 83 w ||
be the first shaded blue line at the bottom
of the colum. | see a cell with the
2,668,808 that is referenced in your

testinony. |Is that where this nunber in your
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testi nony cane fronf

(Wtness revi ews docunent.)
(Frost) That is correct.
And that's fiscal year 2017 carryover totals,
according to this exhibit. And | note in --
I am understanding that correctly; right?
(Frost) Yes.
Ckay. And | |l ook directly above the Rows BL
83 and see 24 |ines of nunbers --
(Frost) Yes.
-- beginning with 30,955 and ending with
257,969; is that correct?
(Frost) Yes.
Ckay. Now | see those sane sets of 24
nunbers, and they appear to be duplicated in
Col um AY - -
(Frost) Yes.
-- which is | abel ed "Actual Total Cost
Loaded"” and BE 83, which is |abeled, "Total
Recoverabl e Cost"; is that correct?
(Frost) Yes.
So now | see on Bates Page 27 of your
testinony, and |I'm | ooking at the second full

par agr aph, the second line, you have a figure
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of 2,718,259 listed at that point. Can you
confirm which nunber is correct? 1Is it this
nunber or is it the 2,668 -- the 2,668, 808
figure?

(Wtness revi ews docunent.)
(Frost) The di screpancy appears to be as a
result of degradation fees. | believe that
t he Conpany can col |l ect degradati on fees
under recovery. So it would be 2,718, 259.
So this adds degradation fees to the total
carryover cost figure that we saw earlier?
(Frost) Yes.
Ckay. Thank you.

Now continuing down a little further on
Bat es Page 27, the same paragraph, closer to
the mddle, there's a sentence that begins,
"The Conpany is seeking the revenue
requirenent..."” Do you see that sentence?

(Wtness revi ews docunent.)
(Frost) Yes.
Coul d you read that sentence for the record,
pl ease?
(Frost) "The Conpany is seeking the revenue

requi rement associated with $1, 402,570 of

27
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fiscal year 2017 carryover costs above the
al | owabl e carryover cost as part of the step
i ncrease in Docket No. DG 17-048."

Ckay. And can you explain how the 1,402,570
Is derived?

(Sinek) I can't right now. | believe it was
t he actual known spend at the tine of the
filing of the distribution rate case.

And does this nunmber reflect the nunber
crunching prior to the Conmm ssion's issuance
of its order on April 27th?

(Si nek) Yes.

Ckay.

(Sinek) Yes, it was the known spend above and
beyond the 5 percent that we were aware had
al ready been placed in service, and we
requested it within the distribution rate
case.

And given the Comm ssion's order of

April 27th, does this nunmber need to be

revi sed for purposes of this filing?

(Sinmek) No, it's the exact anount.

Ckay. And turning to back to M. Frost and

M. Furey, in your testinony in Bates Page 9,

28
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Li ne 21, and Bates Page 10, Lines 1, 2 and 3,
you state that -- you cite to city rules
regardi ng m ni numtenperature requirenents,
or a requirenent that trenches be allowed to
settle for one full freeze-thaw cycle before
final restoration; is that correct?
(Frost) Yes.
And am | correct in understanding that the
m ni mum t enper atures apply to pavenent
tenperatures or air tenperatures?

(Wtness revi ews docunent.)
(Frost) They apply to air tenperature during
t he day.
And are these nentioned only in the Gty of
Nashua's street repair requirenents, to your
know edge? |Is this a requirenent that is
clear in the three cities that you discuss in
your testinony: Manchester, Concord and
Nashua?
(Frost) Yes. Paving specifications are
appl i cabl e to Nashua, Manchester and Concord.
And is that specific requirenment of m ninum
tenperature applicable in all three of the

cities that you are | ooking at: Manchester

29
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Concord, Nashua? M understanding is that
that applies only in Nashua, but | just -- it
may be an incorrect understanding. 1'd like
to know what your understanding is.

(Frost) My understanding is that all three
cities have paving specification

requi rements.

And so what exactly is the m ni mum

t enper at ure bel ow whi ch pavi ng shoul d not
occur?

(Frost) The generally accepted tenperature is
60 degrees that New Hanpshire DOT reconmends,
whi ch nost cities adopt.

And ny understanding is that in Nashua, that
tenperature is actually nmenorialized at

40 degrees. |Is that your understandi ng?
(Frost) Could you repeat the question?

My understanding is that that m ni rum
tenperature is actually nmenorialized in
Nashua's requirenments as 40 degrees. Was

t hat your understandi ng, working in Nashua?
(Frost) I do not have a copy of Nashua's
standard specifications and ordi nances up

her e.
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M5. FABRIZIO M. Speidel is going
to hand out copies to the wtnesses of the
cities of Concord, Manchester and Nashua and
State of New Hanpshire specifications for
pavi ng requirenents, and we would like to
mar k these as exhibits.

CHAI RVAN HONI GBERG. | think three
I's the next nunber.

MS. FABRI ZI O Three is the next,

yeah.

BY Ms. FABRI ZI O

Q

So you will see that you have general permt
conditions and construction requirenents for
the City of Concord, Cty of Manchester, Cty
of Nashua and the State of New Hanpshire.
Coul d you point us to the m ni rumtenperature
requi rements that you relied on in each of
t hese, pl ease?

(Wtness revi ews docunent.)
If it helps, Staff was able to find a
tenperature restriction only in the Gty of
Nashua requirenments, and that is on Bates
Page 14. Again, on Bates Page 16, the m xi ng

tenperature and the placi ng hot bitum nous
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pavenent provisions refer to tenperatures,
specifically, surface tenperature and air
t enperature nust be above 40 degrees with
respect to paving -- mxing of pavenent for
pavi ng.

(Wtness revi ews docunent.)
Do you see that reference to 40 degrees?

So, given that limtation in the Gty of
Nashua, if there were a period of four hours
during the day in the fall, let's say between
10 aam and 2 p.m, and it was above 40
degrees, assum ng the surface tenperature is
warnmer than the air tenperature, would it be
possi bl e to pave i n Nashua?

(Frost) | don't think I could conclusively
comment on that. W would have to verify
wth the city engineer's office whether they
woul d accept pavenent in that situation.
When the tenperature's above 40 degrees?
(Frost) If they woul d accept pavenent in a
situation where the tenperature was above 40
degrees for such a short period of tine.

| was giving the tine limtation only as

potential construction work hours during the
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day, say between 10 and 2 on that day the
tenperature stays above 40 degrees. Could

t he Conpany pave if they had paving to do?
(Frost) In a situation |like that, we would
contact the city engineer's office who
oversees our construction and has to accept
the final product, and we would ask themif a
tenperature of that short a duration would

al  ow proper curing of the asphalt

repl acenent .

And do you know if a simlar restriction is

I ncluded in Manchester's or Concord's witten
policies, based on your experience in those
cities?

(Frost) Based on ny experience, |ow
tenperatures, |ow anbient tenperatures do not
result in proper quality of placed asphalt.
So many nunicipalities wll not allow the
Conpany to conpl ete paving or finish paving
and final restoration during | ow tenperature
periods. That forms the basis for the
varyi ng cal endar date restrictions on finish
pavi ng.

Am | correct that the freeze-thaw
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requirenents apply only after a certain date

in the cal endar year, for exanple, after

Novenber 15th, for all three cities? |Is that

correct?

(Frost) Could you expound upon the
freeze-thaw requirenent?

Al ong the sane |ines of thought, do these
tenperature restrictions apply only after a
certain date in the cal endar year? Do you

have to worry about these m ninum for

exanpl e, the 40-degree mninumthat we saw in

t he Nashua requirenments, you know, any tine
of the year before Novenber 15t h?

(Frost) That would be correct.

What woul d be correct? |'msorry.

(Frost) They're two separate requirenents,
cal endar-year restrictions on paving and
tenperature to ensure quality finished

pr oduct .

And what is the cal endar-year restriction
that's separate fromthe tenperature

requi renment ?

(Frost) It's outlined in the exhibit you gave

us. Bates Page 3 of the exhibit defines, for

{DG 18- 064} [ HEARI NG ON THE MERI TS] {06-25- 18}




© 00 ~N oo o b~ w N P

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

35

the City of Concord, that no pernanent street

restoration wll be all owed between

Novenber 15th and April 15th unl ess

specifically authorized by the city engi neer.

So a typical construction period for the year

woul d be between April 15 and Novenber 15.

(Frost) That would be the finished paving --

Can you explain that, please?

(Frost) -- requirenent. Many tines the

cities will allow us to continue construction

|l ater than, all the way through the end of

the year; however, they wll not all ow

pl acenent of final restoration and fini shed

pavi ng because cold tenperatures will not

al | ow proper pavenent placenent.

After Novenber 15th. Essentially that's the

stop point for that; is that correct?

(Frost) Typically you'd find that

Novenber 15th, the weather would be too cold

to allow satisfactory pavi ng operati ons.

Ckay. Al right. Going to try again.
Novenber 15th appears to be the sort of

cut-off date for finished paving, as you cal

it, in each of the three cities.
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Novenber 15th in Concord, for exanple --
Concord actually requires pernanent patching
to wait only 30 days for the settling of a
tenporary patch. So if you' ve put in the
tenporary patch 30 days before

Novenber 15th --

CHAl RVAN HONI GCBERG. M. Knepper,
maybe you can clarify how these -- what the
questions are here.

CROSS- EXAM NATI ON

BY MR KNEPPER:

Q Let ne ask this question: So is it our
understanding that if you | ook at Bates Page
004 right next to that Exhibit 3, it states
when that pernmanent patch has to be done; so
if you were finished in the nonth of May, you
could put that pernmanent patch on and let it
settle? And what they're saying is anytine
after July 1st you could do the finished
paving. And then it gives a simlar one for
June, and it says you can do that finished
pavi ng by August, and then simlar by July,
and it continues all the way up to basically

they want all finished paving by
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Novenber 15th? |s that correct?

(Frost) | believe that that chart mainly
applies to spot repairs for Liberty. That
woul d be such as a single excavation for a

| eak repair. The city typically requires us
to finish all of the mains and service
project in its entirety before begi nning
final paving because they do not want kind of
a checker board, quilted patch. They would
like the job to be finished in its entirety
and paved as one unit. And this job could --
this could be a main repl acenent job that
stretches for half a mle.

Correct. Wiat we're saying is, if you have
the half a mle done in the nonth of June,

| ooki ng at that page, you could finish pave
i n August, the whole nonth of August, the
whol e nont h of Septenber, the whol e nonth of
Cctober, and up to Novenber 15th, is that
correct, if it was conpletely conpleted in

t he nonth of June?

(Frost) Yes, but |I'mnot aware of Liberty
being able to conplete a half-mle of

construction by the begi nning of June.
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Ckay. If it was -- I'"'mnot really worried
about the half-mle or whether it's 2,000
feet or 4,000 feet. The whole point is the
city kind of lays out when you have to be
done. And basically, it does not require a
freeze-thaw cycle on all your jobs is what --
| ooki ng at Exhibit 3, Bates Page 4 in that

cal endar.

(Frost) The Conpany's testinony |ast year

expl ained the freeze-thaw cycle. The Gty of
Concord allows an alternative restoration of
mlling and overl ayi ng, that the Conpany
presented a 30-percent, approximately, cost
savings. And the Conpany cane to an
agreenent with the Gty of Concord to let the
trench settle over the winter, because during
the prior testing period there was paving
warranty clains that cost the Conpany, and by
extensi on, the Conpany's custoners, in
pavenent repairs. And it was found that by
letting the trench settle over one w nter
period, that those clains did not occur. So
t he Conpany found it to be in the best

interest of all parties to conplete paving in
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t he second year.
Ckay. So that's a Liberty-initiated -- or
i nformal agreenent, but that's not
menorialized in the city's paving
specifications; is that correct?
(Frost) That is correct. That's in witing.
We have it in witing with the city.
So, | ooking and going on to the next page of
Exhi bit 3, in Manchester, do they have a
simlar freeze-thaw cycle restriction that
you just nentioned for Concord?
(Frost) They only have an i nfornal
freeze-thaw cycl e because the Conpany has
presented the grind and inlay programthat
saves noney to the City of Manchester and
only applies to PILOT programprojects in
that city.
And simlar for Nashua. Do you see the sane
thing, a restriction for the freeze-thaw in
t heir paving specifications?
(Frost) No. Nashua nmandates a settling
peri od.

MR KNEPPER Ckay. | think that's

what Lynn was trying to ask
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MS. FABRI ZI G Thank you, M.

Knepper .

BY Ms. FABRI ZI O

Q

All right. So, |ooking back at the | arge
spreadsheet we have, Bates Page 44, | see a
colum | abeled "AF." Colum AF is | abel ed
"Status." And wthin that colum | see
entries that are either blank or filled with
"casbuilts" or "conps". M understanding is

that casbuilt signifies an entry into the
wor k system indicating that nains and

servi ces have been installed, a work order is
not cl osed out yet, and perhaps unfinished
final paving costs or other restoration
efforts nay not be conpleted yet; is that
correct? Can you explain what "casbuilt"
stands for?

(Frost) The projects marked "casbuilt,"”
they've had all final records received,

t hey' ve been financially accounted for by the
Conpany as the units of property are in
service. The colums marked "conp" nean that
all final records have been received, the

projects are in service, the pipe is in

40
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service, but the financials have not been
finalized yet. And we did not reflect status
for carryover jobs, but those should all be
in casbuilt.

An exanpl e would be for the Concord nains in
Li nes 4 through 6 of R dge Road, Langdon
Avenue and Downi ng Street. And the
correspondi ng colum, BG Estinmated Carryover
Loaded Costs, are, respectively, 87,404,
28,235 and 48,234. 1Is that correct for those
pr oj ect s?

(Frost) Those are estinmated carryover costs.
So, based on what you've said, the conp neans
the work order's conpleted and all costs are
finalized, including paving costs; is that
correct?

(Frost) It does not include final

restoration.

Ckay. So if we | ook at Concord mains,

Row 10, Arnour Pl ace, Library Road, Colum AF
says conps; and the correspondi ng Row BG

Esti mated Carryover Loaded Cost, is shown as
zero. |Is that what you see?

(Frost) Correct.
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And now readi ng Rows 12 and 13, | see

d adstone and Warren Street. These are

|i sted as conp, but there's al so Colum AF

t hat says conp, and correspondi ng Row BG,

Esti mat ed Carryover Loaded Costs, is shown as
30, 603 and 24, 224, respectively. So is the
conp conpleted, or is there work still to be
done in those two projects?

(Wtnesses Frost and Furey confer.)
(Frost) Yes, it does show carryover
restoration costs for those projects because
t hey have not been final paved.

Ckay. Thank you.

Moving on to your testinony on Bates
Page 15, Lines 6 and 7. You refer to
Attachnment SDF/ BRF-3. Could you point ne to
t he Bat es page where you can find that?

(Wtness revi ews docunent.)

Staff has not been able to identify that
particul ar exhibit. Does this need a
correction, or is there in fact an SDF/ BRF-3?
MR SHEEHAN. If | can help? It
clearly is not attached as Attachnent 3 to

the testinony. |It's the narketing letter
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that prior orders have required the Conpany
to file. And we did file one, dated
Decenber 20 of 2017. And | can -- we wll
certainly provide a copy of that as
Attachnment 3 to the testinony. But it was
filed i n Decenber.

MS. FABRI ZIO And that would fill
in the gap for that particul ar attachnent,
SDF/ BRF- 37

MR SHEEHAN: Correct.

MS. FABRI ZI O Thank you. That
woul d be hel pful.

BY M5. FABRI ZI O

Q All right. I'"mturning nowto M. Sinek and

Ms. McNamara's testinony.

Ckay. The Conpany's petition in this
proceeding was initially filed prior to the
I ssuance of Conm ssion Order No. 26, 122
I ssued on April 27 in Docket DG 17-048
regardi ng permanent rate changes; is that

correct?

A. (Si nek) Yes.

Q Ckay. And then your testinony was revised

based on that order and refiled on May 31st,

43
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2018; is that correct?
(Si nek) Yes.
Thank you. So if we |look at the last three
l i nes of Bates Page 49R, which indicates a
revi sed page. ..

(Pause i n proceedi ngs)
My apologies. |If we |ook the |ast three
lines, 21 -- 20, 21 and 22, Bates Page 49R
and Lines 1, 2, 3 of Bates Page 50R, this
states that the revised Attachnment DBS/ CAM 1
was filed and incorporated into the
depreci ati on study of DG 08-009. Wis there a
new depreciation study filed as part of DG
17-048?
(Si nek) Yes.
That new depreciation study in that docket
and used by the Conmission in its order |eft
the category of mains the sane at a 60-year
depreciation life, with a negative net
sal vage value; is that correct?
(Si nek) Subject to check, yes.
And this translates into a whole-life
depreci ati on accrual rate of 1.92 percent?

(Sinek) Again, wthout having that in front
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of me, | would just have to say, subject to
check, yes.

And do you recall this indicates to Staff
there is no change between the depreciation
study for DG 17-048 and DG 08-009 for the
category of mains? Was that your

under standi ng as well, based on the

Conm ssion's order?

(Sinmek) Again |I'd have to doubl e-check. |
want to point out this is for fiscal year
2018, which is based on itens that were

pl aced in service by March 31st of 2018.

And this being your testinony, can you --
(Sinek) No. All the dollar anmounts that were
pl aced in service in this procedure, whereas

the rate case depreciation study was not even

rul ed upon until -- or was nmeant to be for
rates effective, | believe it was June 1st --
or May 1st. " msorry.

Ckay. So wth respect to the category of
services, and | guess we're relying on your
recol l ection of the Conm ssion's order and
the inplications for this proceedi ng, the

| at est depreciation study changed the |ife of

45
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services from40 years in DG 08-009 to 45
years.

(Si nek) That sounds correct.

And this 45-year life of service, coupled

wi th a negative net sal vage val ue, transl ates
into a whole-life depreciation accrual rate
of 3.55 percent; is that correct?

(Si nek) Subject to check, it sounds correct.
So this is a change fromthe previous rate of
4.0 percent associated with DG 08-009?

(Si nek) Correct.

So if you go back to Bates Page 59R, and this
time, services, | see the rate 4.0 percent.
(Sinek) I"'msorry. What is the question?

Can you go to Bates Page 59R i n your

testi nony?

(Si nek) Yes.

And what rate do you see for services with
respect to depreciation?

(Si nek) Four percent.

Hrm hmm  And can you tell ne what the
resulting effect would be if we were to apply
3. 55 percent?

(Sinek) Not off the top of ny head, no. But
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| do want to enphasize that that is the rate
that was in place when these capital projects
were placed in service.

Q Ckay. Thank you.

MS. FABRI ZI O That concl udes ny
questions for the wtness panel. Thank you.
CHAI RVAN HONI GBERG.  Conmi ssi oner
Bai |l ey.
| NTERROGATORI ES BY COWM SSI ONERS:

BY COVWM SSI ONER BAI LEY:

Q I only have a coupl e high-1evel questions.
One, or first, the door hangers that you said
you woul d rather do than figuring out which
custonmers along the route have service, would
you expect maybe to get new custoners if you
di d door hangers?

A (Frost) W currently use door hangers as part
of our -- sorry about that. W currently use
door hangers as part of our narketing efforts
overall with the Conmpany. So, yes.

Q So, then, you're asking to elimnate doing
sonet hi ng, but you're not doi ng anyt hi ng
different. You just want to stop having to

figure out which custoners along the route
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have service and send those individual
custoners additional information than the
general information that you send to all

cust oner s?

(Frost) If | understand correctly, yes, we'd
li ke to send general information to all
househol ds al ong the route of a CI BS project.
Whi ch you do today.

(Frost) And we al so conplete foll ow up

mar keting with non-custoners. W'd like to
elimnate the foll owup marketi ng because of
the cost effort shown.

And did your analysis show that not that nany
customers who -- or not that nmany potenti al
custoners, the people that don't have
service, not many of those sign up for
servi ce when you are replacing the nmains on
their street?

(Frost) I think it would be hard to
characterize "not that many." The Conpany
has a very high saturation rate along the
routes where ClI BS projects take place, an
extrenely high saturation rate, in the high

80s to 90 percent. W are able to convert a
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fraction of those custoners. However, the
nunber is just a nunber. It isn't that nuch,
as shown on Bates Page 18, that we converted
16 custoners in fiscal year 2018.
Q Si xteen out of potentially how many?
(Wtness revi ews docunent.)
A (Frost) So, 154 letters were sent to
non-custoners. This is shown on Bates 16,
Li ne 1.
Q Ckay. Thanks. | get that now
The second question is about Keene. Do
you have cast iron/bare steel in Keene?
A (Frost) There are currently cast iron nains
I n Keene.
Q But that's not part of this programat this
poi nt .
A. (Frost) No, it is not.
Q Ckay. Thank you.
CMSR. BAILEY: That's all | have.
CHAI RVAN HONI GBERG.  Conmi ssi oner
G ai no.
BY COWM SSI ONER G Al MO
Q Good afternoon. On Bates 8, it says, "The

Conpany renmains conmtted to and is on track
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for conpleting the renoval of substantially
all of the leak... and associ ated bare st eel
by 2024." Is that still on track?

(Frost) Yes, as shown on Bates 21, our chart
shows in fiscal year 2024 that we'd be |ess
than 10 mles at current predictions.

Do you have a forecast as to the total cost
of the project as of 2024 then?

(Frost) W do not have a total cost.

On Bates 13, you suggest, where prudent, the
Conpany endeavors to align the CIBS work to
occur in conjunction wth nmunicipal-driven
projects by aligning the work you do with the
work they need to have done. Has an anal ysis
been done as to what those synergi es have
saved custoners?

(Frost) I'"'mnot aware of the specific

anal ysi s.

Woul d you suggest that it's significant? A
reduction of 10, 15, 20 percent maybe?
(Frost) That would be the correct range based
on what fraction paving costs results play
into total job costs.

In the | ast i nterchange or the | ast
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di scussi on you had with Comm ssioner Bail ey,
you tal ked about 16 custoners had been
converted. So that was 16 out of 26 that
reached out to you after your initia
conmmuni cation; is that correct?

(Wtness revi ews docunent.)
(Frost) Yes. As the chart on Bates 17 shows,
there were 26 custoners that responded to our
letter -- or 26 potential custoners that
responded to our letter. O those, 16
actually signed up for gas service.
That sounds like a lot to ne. |Is that a lot?

Si xteen out of 26 sounds |like a pretty good

hit rate.
(Frost) Well, that's -- there was 154
prospects that we sent -- non-custoners that

received letters. O those, 26 called us
back, and of that 26, 16 actually signed up
for service.

On Page 20, you tal k about you don't want to
engage in extra tine-consum ng and extensive
efforts to nmarket. |If you're getting a
62-percent hit rate on the initial marketing

efforts, how nuch nore effort is it?
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(Frost) well, | think the Conpany's position
Is that the cost of acquisition of custoners
al ong CI BS routes throughout this nethod is
exponentially higher than the cost of

acqui sition of custonmers along mai n extension
projects. And the Conpany feels it's a nore
prudent use of funds to narket nore heavily
in main extension areas than in Cl BS areas.
Ckay. So | guess where I'mstruggling is if
the ground is open and there are custoners
around there, it seens to nake sense to try
to connect custoners, even if the marketing
costs are high, because it seens like it's
open and avail abl e and accessible. Am|I

wr ong?

(Frost) Yes. Wll, the Conpany still
proposes to make an offer to custoners al ong
CIBS routes. The Conpany would just like to
nodify the marketing a little bit, to be a
little less -- to spend a little less tine on
it, but to still make that offer. And |
think it can also be -- the Conpany is

t hankful for the 16 custoners we received

along CIBS routes. But we al so added -- the
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total nunber of custoners added through al
nmeans | ast year was 1,621. So, as a portion,
t he nunber of custoners obtai ned during Cl BS
is a very small fraction of the total of the
Conpany's nmarketing efforts for the year.
Ckay. | think Attorney Fabrizio asked the
panel if they had seen M. Knepper's
testinony. | think the answer was generally
yes; correct?
W TNESS PANEL: Yes.

On Page 24 of M. Knepper's testinony, he
suggests -- and this is ny words -- that
Li berty's C BS planned for 2019 nay be a
little over-anbitious. | guess I'd like to
hear your thoughts on the plan, whether or
not you think that's an accurate statenent.

(Wtnesses Frost and Furey confer.)
(Frost) The Conpany does not feel that it's
over-anbitious. For the past several years
we've continually increased the anount of
CIBS nains replaced. W feel that we can
work on this. The Conpany al so has high
goal s each year. Because this is |eak-prone

pi pe that presents a safety risk higher than,
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say, plastic pipe or other nodern piping
systenms, the Conpany endeavors to get it out
of the ground as soon as possible.

Q And ny | ast question would be, it sounds |ike
the Safety D vision, based on M. Knepper's
testinony, believes it's an appropriate tine
to re-exam ne the program Does the Conpany
think it's worthy of or in need of being
re-exam ned, or should you continue on course

t hrough 20247?

A (Sinek) W like the programas it's designed

now. O course, we're wlling to discuss
with M. Knepper and maybe conme up with
alternatives. But we're happy wth the way
it is now
COW SSI ONER d Al MO Thanks.

BY CHAI RMAN HONI GBERG

Q | just want to return to the marketing issue.
I think |I understand your position at a few
different levels, that, at bottom these
pl aces have been on a gas line for a | ong,
long time. |If they haven't converted to gas
by now, there may be a hard sell for a

vari ety of reasons. That's part of what's
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goi ng on; right?

(Frost) That is correct.

Are these custoners still noneynakers,

t hough, even when you factor in the costs of
getting them onboard? How nany years does it
take before they're noneynakers for you?
(Frost) well, | believe we spend

approxi mately, roughly one year's worth of
gross profit margin in marketing costs.
That's overall?

(Frost) On the Cl BS custoner.

On the GBS custoners. So they're profitable
after one year?

(Frost) Well, you would have to add in al so

t he cost of service, installation.

Right. So, | nean, how many nore years does
it take? | mean, it may well be this. It
doesn't nake sense. If it takes 20 years to

make one of your custoners profitable, then I
think we all understand that probably isn't
worth it.

(Frost) | don't know the exact figures. It
al so depends on the I ength of service that's

required to be laid. But the profitability
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range woul d probably be out to six to seven
years, if | were to estinate.

Q Ckay. | think the other questions |I had have
been answer ed.

CHAI RVAN HONI GBERG. M. Sheehan,
do you have any further questions for your
panel ?

MR. SHEEHAN. A few followup, if |
may.

REDI RECT EXAM NATI ON

BY MR SHEEHAN:

Q M. Frost, on that |last topic, you said, and
| understand you're estimating, that the
advertising costs, marketing costs, for a
Cl BS custoner is roughly equivalent to one
year's nmargin, $700 or $800; correct?

A. (Frost) That is correct.

Q And t hen by saying six or seven years to
becone "profitable,” if that's the right
word, neans you have to spend another five or
six tinmes 700 for the service and rel ated
costs.

A (Frost) Yes, we have to install the pipe and

re-pave the street.
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And t he Conpany's request here is not to
cease marketing to Cl BS custoners, but
basically to take a step back and go with the
nore general notifications that we give all
custoners along CIBS routes, that we'll be in
your nei ghborhood and, in effect digging up
your streets.

(Frost) That is correct. W'd like to nake a
general notification. |In the past few years,
at the request of Staff, the Conpany has

i ncreased its marketing, gone to nore
personal i zed marketing to each of these
custonmers to try to see what the results were
going to be. And I think we've determ ned
that it has not resulted in something that is
t he best use of funds.

M. Sinek, | think you said it twice, but to
be clear, the depreciation rate from 08-009
Is what applies to the dollars we're seeking
recovery for today.

(Si nek) Correct.

And the depreciation rate fromthe nost

recent rate case would apply to pi pes going

in the ground today --
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(Si nek) Correct.
-- and goi ng forward.
(Si nek) Correct.

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

CHAI RMAN HONI GBERG. Al |l ri ght.
Let's go off the record for a m nute.

(Di scussion off the record)

CHAI RVAN HONI GBBERG W'l | go back
on the record. W're going to take a break
and cone back in about 30 m nutes.

(Brief recess was taken at 2:53 p.m,
and the hearing resunmed at 3:39 p.m)

CHAI RVAN HONI GBERG  Wbul d you
swear in the wtness.

(VWHEREUPON, RANDALL S. KNEPPER was/ wer e
duly sworn and cautioned by the Court
Reporter.)

CHAI RVAN HONI GBERG Ms. Fabri zi o.

MS. FABRI ZI O  Thank you, M.
Chai r man.

DI RECT EXAM NATI ON

BY Ms. FABRI ZI O

M. Knepper, could you please state for the
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record your full nanme and your position with
t he Conmm ssi on.

Randal | Knepper. I1'mthe Director of Safety
and Security.

Thank you. And are you famliar with the
docunent you filed in this docket on

June 18t h, 2018?

| am

Wth revisions filed on June 19t h?

Yes.

Thank you. And what is that docunment?
That's nmy testinony wth attachments.

And did you prepare this testinony with the
attachnments as part of your responsibilities
for reviewing the petitioner's CIBS filing in
t hi s docket ?

Yes, | did.

And are you the prinmary anal yst responsi bl e
for examning the GBS filing here at the
Conmm ssi on?

Yes.

M . Knepper, do you have any corrections
you'd like to make to hearing exhibit -- to

your testinony and attachnents, which |I'd
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like to admt as Hearing Exhibit 4?
CHAl RMVAN HONI GBERG.  Wwel |, why
don't we get an answer to the question and

t hen you can --

BY Ms. FABRI ZI O

Q

Do you have any corrections to nmake to your
testi nony and attachnents?

| have two m nor corrections. They're
spelling corrections, if you want, just to
put them on the record.

Page 13, Bates Page 13, Line lItem1,
spell ed "forecast” wong. And Bates Page 14,
Line Item 13, | spelled "three" wong.
Soneday | wll have testinony that is correct
and | can say "zero."

CHAI RVAN HONI GBBERG.  All right. So

you want to have the testinony nmarked as

Exhi bit 4.

M5. FABRI ZI O  Yes.

CHAl RVAN HONI GBERG  Is it your
i dea that the June 19th corrective filing
wi Il just be replacing pages, or are you

going to mark that separately?

MS. FABRI ZI O In the end, the
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revised testinony was filed in full wth the
corrected pages, and so | would reconmend
t hat we adopt that as Hearing Exhibit 4.

CHAI RMAN HONI GBERG. So t he
testinony is fromthe June 19th filing. The
attachnents are from whatever date it was
when the earlier one was filed?

MS. FABRI ZI O 18t h, yes.

CHAI RVAN HONI GBERG.  Okay.

(Exhibit 4 marked for identification.)
BY Ms. FABRI ZI O
Q M. Knepper, could you please offer a brief

summary of your testinony.

A Sure. | reviewed Liberty's petition. |

| ooked at their acconpanying testinony that
they filed. W did, | guess, limted

di scovery and had one tech session. In
regards to reconciling and approving the
costs associated with the fiscal year 2018
cast iron and bare steel program-- this is
the 10th year of this program what we cal
the "CIBS Program -- | believe follow ng
practices whi ch have been done in the past,

whi ch shoul d conti nue on for next year as
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well, should be to submt the final petition
by April 15th of each year, continue the
cutting out of the physical segnments and

i ssuing the reports to us. | still believe
that filing of your custoner retainnment for

t hose custoners along the way and conversi ons
Is a worthwhil e endeavor. | would |like their
report to go alittle bit further in tal king
about how t he hundred-foot free service offer
t hat they used for those who currently don't
have gas servi ce was successful in obtaining
their custoners. And | believe an audit
shoul d be done on this every year that the
programis in place. And lastly, as | stated
in ny testinony, | don't believe any excess
carryover costs should be included.

Thank you.

M. Knepper, on Bates Page 16 of your
testinony, Lines 17 to 18, you state that the
settlenent allows for recovery of only
$735, 802 unl ess the Safety Division approves
a higher anount; is that correct?

That's correct.

And are you famliar with the letter M.
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Sheehan filed on June 21st fornally
requesting recovery of excess carryover costs
of $579, 887, over and above the $735, 802 t hat
we just referenced?

That's correct, | amfamliar with it.

And does the Safety D vision plan to approve
t hat request?

No.

Ckay. Thank you.

Do you agree with the Conpany's
statenents that you' ve heard earlier today
regar di ng nuni ci pal pavi ng?

Sonme of them

Ckay. Could you el aborate, please.

| believe if you read their testinony, it
kind of lunps all the cities and towns'
pavi ng restrictions together. And in
general, they are very simlar to each other.
But if there is nothing that prevents Liberty
from doing final pavenent on projects that
are conpleted early in the season -- and when
| say "early," | mean prior to QOctober; so
those that are conpleted in May, June, July,

August, Septenber -- they could get those --
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if they could get those final pavenents done,
especially for Nashua and Manchester, they
could be conpleted, and that would | ower the
excess carryover costs. |1've seen that in
both | ast year's for fiscal year 2017, which
are the subject of this year's reconciling,
and we also see it in the nunbers with the
conpl eted projects of fiscal year 2018. So
t he carryover issue has been discussed in the
past. | think we discussed it in the | ast
two CIBS proceedings. And | just think that
we're at di sagreenents between the Conpany
and nysel f.
Q Thank you.
MS. FABRI ZIO Staff has no further
questions for M. Knepper.
CHAI RVAN HONI GBERG. M. Buckl ey,
do you have any questions for M. Knepper?
MR. BUCKLEY: Just a few, very
bri ef questions.
CROSS- EXAM NATI ON
BY MR BUCKLEY:
Q M. Knepper, you nentioned at Bates 7, Lines

10 through 13, "The [sic] delicate balance to
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wei gh the need to repl ace agi ng piping
systens as they near... undesirable condition
at which leaks... in nains break agai nst
premature replacenment of pipes that have nany
years of useful life and pose little risk to
the public.”

So | pose a question for you here,
recogni zi ng that you are, of course, kind of
t he head of the Safety Division here at the
PUC. But | would like to hear your
perspective on whet her at sone point we woul d
reach a point of dimnishing returns
regardi ng i nvestnent in ClBS repl acenent.

I think conceptually we are starting to see
that. So the bul k of the C BS program over
the last 10 years has repl aced approxi nmately,
| believe, on the order of 60 percent of the
I nventory that was out there. Liberty has

pi cked up its pace in the |ast couple years,
and the construction season going on this
year i s another aggressive one. And so
that's, you know, been part of that
reduction. But when you -- you also want to

| ook at the corresponding | eak rates that are
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associated with those pipes and the overall

| eakage rates on their system and they' ve
been declining as well. And we're starting
to see periods now where the | eakage rate
isn't really declining in the sane
relationship as it was. W saw steep curves
droppi ng on the | eakage rate, and now we're
starting to see it flattening out.

So I think the answer is, conceptually,
yes, there is a point where, you know, you're
replacing it and you're doing it because it's
aged. And it wll fail at sone tinme, you
just don't know when. But it's not going to
be based on the correspondi ng | eakage rates.
And are you aware of instances where ot her
LDCs have partnered with non-governnent al
organi zations to hel p detect where they m ght
want to target prograns |like CIBS due to
| eaks that are detectable in open air?

Can you give ne an exanple of what you're
referring to?

" mthinking of the Environnental Defense
Fund has partnered with | think Boston Gas.

It's the Boston Metropolitan area, and they
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publ i sh maps of various |leaks. And | think
those naps are used to hel p target prograns
li ke this.

Yes, EDF has hel ped target that. There's
been a coupl e other ones across the country.
Li berty's not been one of the candi dates
selected to do that because, No. 1, we don't
have a huge backl og of 30,000 | eaks that are
unattended. So we have a much nore small er,
confined and smal |l er-scale program So they
take this technol ogy, put it in cars, and
they go around and drive around the cities
and they | ook for | eakage rates. The
technol ogy that they use is nmuch nore, |

don't know, at a different | evel than what

t he gas conpany uses. |It's at a scale that
pi cks up parts per billion versus parts per
mllion. So they find alot, alot, a lot of

little leaks. But it doesn't always
distinguish if the | eaks are comng fromthe
gas system It's just any |leaks that are in
town. So it could be useful, but | doubt
that they would apply that to a New Hanpshire

progr am
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So, nobving on at Bates 25, you discuss -- you
express support for a full review of the CBS
mechanism | think prior to fiscal year 2020.
Can you just very briefly sunmarize your
t houghts on that matter?
Yes. So, yes, on Bates Page 25, | think I
list sonme of the things that we think is
worth exploring. So the CIBS program as |
said before, is 10 years old now. | think
anything after 10 years is worth goi ng back
and | ooking to see if the paraneters that
were initially considered when you're
designing the programare still valid. And
so we think that it nmay be tine to explore
that at this point intine. So we're talking
about fiscal year 2020. And |I think we
wanted to give notification to the Conpany to
sit down and have that discussion, and let's
expl ore whether it nmakes sense to either
suspend this or termnate this. And we' ve
done that.

So, in addition to sone of the things
there, there's precedent here at the

Comm ssion for doing that. W did it in
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Northern Uilities in a docket in 2000 that
was initially started in 1990s. So after 10
years we put a hiatus on that program and

t he conpany continued to replace bare steel
on their own; it just wasn't done with a
tracki ng nechani smor a surcharge or a step
adjustnment. So it's not sonething that's
never been done here before.

And we're kind of nearing the end. |
think at the end of this fiscal year, 2019, |
think they' re predicting to be | ess than
70 mles. | think it's going to be sonewhere
in the md 60s. | could be precise and | ook
it up. So it's now less than 4 percent. The
cast iron/bare steel is less than 4 percent
of their total system So it's now getting
into, I don't know, call it the | ast phase.
And so to follow up on that suggested
I nvestigati on, we spoke a nonment ago about
whet her maybe there was a conceptual point
where we woul d reach a point of di mnishing
returns investing in the CIBS program |Is it
your expert opinion right now, have we

reached that point, or is there nore to go?
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A I think we wote a letter that said it's
worth exploring now. So the answer to that
is | can't tell you that right now, but I
think it's definitely worth having the
di scussion. This whol e CIBS program has been
a col | aborative approach fromthe begi nni ng
between the Staff and the utilities and OCA.
And | think now we don't want to stop that.
We just want to have the discussion and
re- exam ne.

Q So one final line of questioning here for you
related to the targeted narketing to new
cust omer prospects under the CIBS program

If I recall fromyour testinony, you --
|l et ne ask you. Can you just briefly explain
your support for the continued targeted
mar ket i ng?

A Yeah, | think | look at it differently. Wen
you pick up 16 out of 26 custoners, that's a
success. When you're picking up 16 out of
154, | would say that's a success. Wen
you're going by a house, and this is the only
opportunity because they're going to change

out their heating equi pnent, which typically
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| asts on the order of 20, 25 years, these
opportunities don't cone by very often. So,
conparing, | don't know, hard, difficult
custoners that it takes to attain -- and |
agree there's a reason why they're not
al ready custoners to those new nmai n extension
prograns where there can be new devel opnent.
It's brand new equipnent. | just think it's
not even a conparison. | would totally
expect those costs to pick up that customer
to be higher. And just |like any business,
you don't get rid of |ow nargin business and
only try to get high nargin. You keep a
bl end of those type of customers and what it
takes. So | just think we have differing
opinions as to the wort hwhil eness of it.

| do renmenber back when they weren't
doing that. W would have entire years where
t hey picked up one custonmer or no custoners.
And so | believe that those marketing efforts
should continue. | think, and I've said it
in ny testinony, | think it can be even
further enhanced the further out you go. The

nore decision tine you give custoners, two
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years', three years' notice, and not just the
one year, | think you'll have a hi gher chance
of success.

Q Wuld it surprise you to know that the Ofice
of the Consuner Advocate has sonme concern
about per-custoner marketing costs sonewhere
around $750 to $1, 000 conpared to what those
costs are el sewhere on nmai n extensi ons bei ng
cl oser to $33?

A. Yeah, | think that they are picking up those
ones that are main extensions. But | don't
think that you want to nmake that conpari son.

Q No further questions.

CHAI RVAN HONI GBERG. M. Sheehan.
MR. SHEEHAN:. Thank you.
CROSS- EXAM NATI ON

BY MR SHEEHAN:

Q M. Buckley just asked you sone questions
about whether the programis reaching a point
of dimnishing returns. How did you define
t he nmeani ng of "di m nishing returns"” when you
answer ed?

A. | don't think | defined it.

Q Well, in your head, how did you interpret the
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question?

I'"mstarting to look at if you look at -- if
you look at -- in ny head, I'mstarting to

vi sual i ze curves where the | eakage rate is
going down and nowit's starting to flatten
out. So if you picture it very nmuch |like a
restoration curve for electric custoners, you
get a lot of custoners restored quickly. But
t he ones at the end take the nbost anount of
effort, the npbst anpbunt of cost, and you get
the fewest on. That's what |'mvisualizing.
And are you inplying that's a bad thing, that
the |l ast few custonmers are going to take nore
noney to fix, in this case, the | eaks on the
pi pes in front of their house?

| didn't inply whether it was good or bad. |
didn't inply any of that. Soneone asked ne
Is there a point, and that's what you have to
exam ne and you have to | ook at. W thout
havi ng the data and di scussions wth the
Conpany to see if there is, you know, a
relationship, I don't know | don't really
know exactly where that would be. But I

t hi nk conceptually, i1deally, probably I|ike
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A

anything, there's a point where the efforts
to do certain things outweigh the costs to do
it.
| should preface this |line of questioning
with the fact that the Conpany has no problem
havi ng these di scussions. So pl ease don't
take that to be the focus here. |'mjust
expl ori ng your thinking.

You are aware that the Conpany sel ects
the cast iron pipes to be replaced by a
nunber of factors, including | eak history,
where one batch of | eaks nay be closer to
anot her batch and it may nmake sense to
replace that |ine, and many other factors in
trying to do the nost cost-effective
repl acenment earlier and then saving, in
effect, the hardest ones for the end. You're
awar e of that basic m ndset.
Yes, and | think |I kind of summarize that in
ny testinony as well.
In fact, you've urged that over the years,
ways we could do a better job at those sorts
of things.

Yes. | think that we're doing things nore on
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a nei ghborhood basis. W're getting the
smal l er pipes. W're getting the ones that
are not necessarily the nbst expensive ones
to get at. And so we've been part of that
process of selecting candidates. But | don't
t hi nk anybody here has a crystal ball that
says this is the exact candidate. And we try
to look at it and review it and see if what
you're selecting is appropriate, and | think
we give our comments back. And so far we
think -- well, even looking at the results of
the bare steel, | would say that you have
corrosion problens on your bare steel that's
totally evident, and they're not getting any
better.

And that was going to be ny next set of
questions. |In counsel's exam nation of our

W t nesses, they were asking about those
sanpl es that we've been providing you over
the years. And what | got fromthe gist of
the line of questioning is that pipes we're
taking out now are still pretty bad.

I think the questions was about active

corrosion. And so if you consider active
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corrosion, simlar to the questioning that
was just going on, where's the point that you
consider things active corrosion --

If I may interrupt. Wat is active

corrosi on?

So, active corrosion by the code says when
you have nore than 70 percent wall loss, it
says you have to renediate it, and it says
you nmust replace it, right. So if the
Conpany says | have active corrosion in ny
system they would have to replace it.
Doesn't matter whether there's a program or
not. And they have to replace it all,

i medi ately. The problemw th that is you
don't have an arny. You probably can't.
There's pragmatic reasons that nunicipalities
aren't just going to allow you to do certain
things. So now we're back into, you know, |
don't deny that there's active corrosion,
guess, to get around that requirenment, but
fromny standpoint, we have all the el enents
of having active corrosion. And so this
whol e program of cast iron/bare steel is to

get rid of the bare steel, right. Not just
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the bare steel mains, but to get rid of those
bare steel services. And if we're getting
rid of the bare steel services and they're
attached to cast iron, it only nmakes sense to
get rid of the cast iron.

Just a couple quick topics. W have

di scussed carryover costs nany tines in the
past, and | will be brief.

You will agree that the various paving
restrictions and requirenents of the cities
at a high I evel neans that jobs that are
conpl eted at sone point in the fall sinply
can't be paved until the next spring;
correct?

I think that you should take those -- | guess
| wouldn't answer the question that way. |

| ook at those as constraints. W have
constraints. The city and town have
constraints on their paving restrictions. W
know that going in, right. W know what we
want to get done. We know the resources that
we can apply. Liberty's in charge of those
resources, how fast they get sonething done.

And that all beconmes part of the equation. |
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don't look at it as that's the thing that's
causing us not to get it done. | look at it
as that's a factor you have to consider as
part of what the programis when you present
it.

So, for instance, this year alone, there
was 45 projects scheduled. | believe it was
7 or 8 -- | have to look at ny testinony --
that didn't even get started. So that has
nothing to do with even the city or town
requi rements, right. And there was a whol e
host of ones that never got paved, even
though it was well before the paving
deadlines of the city. So | |ook at that and
say |'mnot so sure it's necessarily that's a
constraint that you can't work into the
equat i on.

Can you answer ny question now? Wuld you
agree with ne that projects that are

conpl eted after a certain point in the fall
won't be paved until the next spring?

Yes, the ones on Novenber 15th, typically,
yes.

And you agree wth --
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And when you say "conpl eted," okay, per

Li berty's conpl etion, that just neans nmains
and services installed. You have to have a
peri od where you have to wait to settle, |et
t he tenporary pavenent get settled, and then
you can do that final restoration. Both the
settling period and that final restoration
are known constraints that the Conpany knows.
| understand that. But the other constraint
is there's only so nany mles and so nany
crews can conpl ete over the course of the
season; correct? You have whatever the
nunber of crews on the street. They're only
going to be able to do so many m | es.

Well, it depends how many crews you

have and - -

That's what | said. You have X nunber of
crews, you're going to get Y nunber of m |l es.
So if you know what you're targeting, then I
t hi nk you have to get the resources to get

t hat done.

But M. Knepper, you al so have a concern
about the Conpany having too many contractors

out there that we're not managi ng properly --
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Ri ght.

Then when you say don't have so nany --

| totally agree. | think that is a
constraint that you have to look at, that if
your -- crews just don't work on their own.
You have to manage them You have to nake
them part of your process, right. So you
could say I want to do a hundred projects
this year. But if you don't have the crews,
you're just going to have a | ot of unfinished
ones.

So, based on the crews that we actually have,
if we want to get a good chunk of CIBS mles
renoved, we have to work late into the year.
Wul d you agree with that?

Or you can adjust your other work that crews
are working on, new growth or nunicipa
projects. Those are also two other factors

t hat can be | ooked at.

And those are all conpeting priorities wthin
our conpany, Or any conpany.

| believe so.

And isn't it the purpose of the Cl BS program

totry to get CIBS work close to the top of
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that priority stack by allow ng for the
annual recovery of the all owed costs?

I think that's one of the factors, yes.
Briefly on the marketing. | believe whatever
the | abel is, the ranped-up marketi ng was a
proposal of yours a couple years ago, that we
try to make a bigger effort to market to

t hese unserved people on Cl BS routes;
correct?

Yes.

And | believe this was the third year that we
have enpl oyed what we've called the
"upgraded” or "ranped-up" tactics. Wuld you
agree?

Yes.

And t he hope was, yours and ours, that we
woul d pick up nore of the ClI BS custoners,
nore of the custoners al ong Cl BS routes;
correct?

Yes, and nore conpared to when those weren't
bei ng done.

And the testinony that M. Frost and M.
Furey filed, the chart that | believe they

were review ng with Comm ssi oner G ai nb on
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Bates 17, has that table of saturation rates,
nunber of prospects, nunber of responses and
nunber of conversions. And when you get
there, nmy question is -- the first year in
that table was before the upgraded process,
and the last three were after. And | guess
ny question is -- there really isn't that
much of a difference, understanding this is a
very small sanple of a very quirky
year -t o-year custoner base.

I think when you go down to even prior to
that, that's not part of this table, fiscal
year 14 and 13, we were seei ng nunbers of
zero and one for a conversion from

We have four for the first year of the

r anped- up.
Right. So it sounds like it's increasing.
But isn't this also a case -- well, we have

15 before it started.

Well, the other part of this, Attorney
Sheehan, is that, you know, you're doing nore
work, right. So we're getting the prospects.
You can see the nunbers increase: 154, 67,

59. So | would think that I woul d expect
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that there will be nore custoners in the
future. Why would we want to just put door
hangers on sonet hi ng?
But the reason would be, M. Knepper, is --
again, | understand this is a small sanple in
this exhibit. But in the year without the
extra efforts, we got 15 new custoners out of
47 possibilities. Three years |later, we have
150 possibilities and we get 16. So the
extra efforts -- again, understanding the
limtations of this -- did not result in nore
custonmers per mle or --
Right. So that's why | nmade ny comment of
maybe we start in earlier than just the
singl e year and you gi ve those custoners nore
time to do that. That could be a change to
do.
But ny question is, and |'m asking the
questions, is doesn't what we have done --

M5. FABRI ZI O (bjection here.
Counsel seens to be arguing with the wtness.
And in part, he appears to be testifying on
behal f of the Conpany. [If we could kind

of focus and --
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CHAI RVAN HONI GBERG Overrul ed.

You can conti nue.

BY MR SHEEHAN:

Q

A
Q

We could certainly change the tactics. Put
that aside for a nonent. Wth the existing
tactics, doesn't it show that they' re frankly
not wor ki ng?
| don't agree.
Ckay. Fair enough.

And the increased tactics woul d cost
nore noney; correct?
Yeah, | totally agree that it costs nore to
try to attract the customer who i s not
wanting to be on your systemall these years
t han one who's brand new and com ng onto your
systemthat is in what | would call a "virgin
territory."” Because you tend to pick up
groups of people, right, versus individually.
And so individually, it costs nore than wth
gr oups.
But isn't that better for all custoners if
we're picking up nore of them nore cheaply?
| think it should be both is ny point.

Fai r enough.

{DG 18- 064} [ HEARI NG ON THE MERI TS] {06-25- 18}




© 00 ~N oo o b~ w N P

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

85

MR. SHEEHAN: | have no further
questions. Thank you.
CHAI RVAN HONI GBERG.  Conmi ssi oner
Bai | ey.
| NTERROGATORI ES BY COWM SSI ONERS:

BY COVM SSI ONER BAI LEY:

Q

Back to the active corrosion. |'mglad that
you explained that term Do you think that
t he remaining CIBS pipes are in active
corrosion, or close to it?

Yes. | haven't seen anything that indicates
that it's not.

Ckay. So, then, why would we think about

st oppi ng the program just because the |eak
curve -- I'mnot articulating the question
well -- just because the reduction in | eaks
isn't as great as it was in the begi nning?
I|"mjust saying that's one of the things we
need to look at. |'m saying we should

expl ore the possibility. W're not sayi ng we
want to -- that we're going to termnate it.
But I think we need to | ook at the data that
br ought us here and the data that's causing

you to exam ne the candidates. And so
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think that, in nmy opinion, that for 10 years

of doing these sanples, we've seen it. |It's
not only -- you know, to ne, if you have a
hundred percent wall loss, that's -- | don't

know how t he Conpany can say it's not active
corrosion on that pipe. It doesn't get any
clearer to nme than that. The question
becones how prevalent is that active
corrosion. And it looks to ne like, after 10
years at different |ocations all around, I

t hi nk you could sunmari ze that we have it
generally within their distribution systens.
And so wherever those concentrations of bare
steel are, it seens |ike we haven't found any
that, hey, we're digging up 1920 pi pe and
it's in nice, pristine condition.

So what | don't understand is it sounds |ike
the bare steel, the cast iron/bare steel pipe
needs to be replaced. And if you think that
It's in active corrosion, that it needs to be
repl aced as soon as possible pursuant to the
code, so --

I think without a ClIBS programthey would

have to do it, and wwth a CI BS programthey
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woul d have to do it.
All right. That's what | was trying to
under st and.

| also am having a hard tine
under st andi ng the argunent agai nst the --
wel |, your position that they should continue
or even increase the narketing to the
non- custoners al ong these routes, especially
given this table that we | ooked at a m nute
ago, that you | ooked at with M. Sheehan,
sort of |ooking at the sane thing. You know,
15 out of 47 is a third; 16 out of 154 is
i ke 10 percent. So it doesn't show that
this nmarketing got --
So, 10 percent is very good when it cones to
mar keting. Typically your responses are 1 to
2 percent.
Right. But if they didn't have that
mar keti ng, would they have that 10 percent
anyway ?
All |1 can say is when they weren't doing
that, we were getting zeros and ones.
Except for in 2015, it was 30 percent.
Yeah.
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Was that just a | ucky year?

Could be. | don't know because | don't --
"' mnot enbedded in the Conpany, so | don't
know exactly what they did. | could go back
and see if we even requested it.

The whol e idea of putting sone focus on
it cane about when, you know, they weren't
even attenpting to pick up custoners, and al
they were doing is, you know, |'m going by
your house and | put a door hanger. Mbst
peopl e cannot make a capital investnent that
quickly. It takes tine to get quotes. It
takes tine to plan sonething like that to
make a decision. And so the Conpany knows
what the candidates are. So they can tell
t he custoners -- you know, they may not say,
well, it's going to be this year, but they
could let them know two years from now or
three years fromnow that we have it on our
list of things to do, and that |ets people
warm up to making that big cost conversion
because cost conversions are expensive.

So | think I understand now that the door

hangers don't do any good because it's too
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Q

89

|ate. But if they did a generic, hey, we're
going to be replacing the main in your

nei ghbor hood in the next one to two years,
and they sent it to everybody rather than try
to target the people that were non-custoners,
would it be alittle | ess expensive for the
Conpany and provide the sane results?

So as part of this program right, they have
to tell us what the service is and who they
serve, right. And so they're doing that
research internally in the Conpany: This
custoner has a bare steel service, this
custonmer has a plastic service, this custoner
has a coated steel service, this custoner
doesn't have a service.

They tell you that for each customer each
year ?

It's part of the programas to how nmany
services are there, yes.

So ny point is they kind of already know
what the universe is. The only thing that
they're not knowi ng is the exact dates of
when they're going to start and finish.

See, | heard the testinony a little bit
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differently than that, that they don't know,
or it costs a lot of nobney to figure out
whi ch custoners are not served. D d |
m sunder stand that, do you think?
' msaying within the Conpany there's people
putting those elenents together. That's how
they're able to fill out this Bates Pages 43
and 44 of their testinony, and that's how
they're able to report to us the services
t hey have. So they have to do that
prelimnary background work anyways. So,
what don't you have. So if you have 23, then
25, 27, then 32, and there's a building or
structure there, that would be a candi date.
That would be a potential candidate to really
go after and try to see if you can convince
them that we have a once in a lifetine
opportunity to cone by and to feed you,
because there'll probably be noratoriuns put
on |ater by the city, so here's a good chance
to take advantage of it.
Ckay. Thank you.

CHAI RVAN HONI GBERG.  Conmi ssi oner

G al np.
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BY COWM SSI ONER G Al MO

Q

Good afternoon. So what | heard was after 10
years you think it's appropriate to
re-exam ne the program So that nakes sense.
But I just want to clarify. |Is the Safety

Di vi si on reconmendi ng suspendi ng the program
and then evaluating it or doing it
concurrently -- by that | nean continue the
program and then while you're exam ni ng?

So, this hearing is about fiscal year 2018,
which is the reconciliation of '17. And
they're currently doing '19 right now, fiscal
year 2019. So we'll have that hearing next
year about the sane period of tine. And so
what we've said is, before you start to just
roll out fiscal year 2020, let's take a | ook.
Let's take a breather before you go too far
and see is there any changes that we need to
make. Do we need to suspend it? Does it
make sense? | just think running it to the
end into the ground doesn't -- | think now s
a good tine. And so as you're getting down
into the anount of pipe that's left to

replace, we think that now s the tinme to have
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t hat di scussi on.

So we woul d have the di scussion,
assum ng sonetine in the fall. W haven't
pi cked a date. W invite the OCA and whoever
el se wanted to participate and explore it and
talk about it. You know, that's really what
we have to do. But you have to -- | think we
have to have a -- we have to |l et them know
that that's kind of in the back of our m nds
alittle bit to talk about it and then kind
of find out is there any super conpelling
reasons ot her than getting accel erated
recovery. To me, one of the constraints is,
you know, they've already commtted by saying
they want to get it down by 2024. So | think
t hat should be nunber one if that conmm tnent
is still there, or is it a commtnent only if
we have the CI BS program
There was a lot in there. | guess |I'm
struggl i ng because you said we want to take a
breat her, but then we want to re-exani ne.
So, a "breather" to nme connotes suspendi ng.
Wll, that may be -- we may take a year and

suspend it and catch up on these extra pavi ng
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costs, and that's all that gets done. And
then the next year you're hitting it hard and
there's no constraints of trying to get that.
That m ght be an outcone. It m ght be, hey,
trying to recover all these costs in a single
year probably is difficult because they're
not incurring it in just one season. WMaybe
we need to change and Il engthen it. Maybe we
don't need the programat all if the Conpany
is filing rate cases at a frequency that that
lag tine isn't even there.

So, these are all things that have
changed over 10 years. And | think it's just
ki nd of go back and say -- and not only that,
t he Conpany, we've had three predecessors,
and the staff has changed and we' ve changed.
| just think it's tine to take a good | ook
and say why are we doing this and exactly
what is the -- should we continue it. And we
may cone back and say, no, we need to
continue it, maybe nmake a m nor adj ustnent
here or there, or not.

So, on Bates 26 you have -- on Lines 9 to 12,

you actually discuss the nerits of
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accel erati ng and having the program
accel erated between now and 2024.

(Wtness revi ews docunent.)
So I"'msorry. Lines 9 through --
Through 12. You talk a little bit about the
val ues, but particularly to the ratepayer
savi ngs associated with accel erating the
progr am
Yeah. So, | nean, one of the things about
not doi ng sonething and putting things off to
the future is the costs tend to be nore,
right, that the costs -- if you extend this
and they do it over in five years, is it
better to do -- is it cheaper now, right? So
that's one of the things you have to kind of
consider: \What's their cost structure going
to be in five years? Don't really know So
far, this is the first year we've kind of
seen an uptick in costs. Sone of it's due to
degradati on fees which we weren't having
before. Sone of it's due to we're getting
into the difficult sections. | think in
their testinony they tal ked about, well,

we're hitting nore asbestos, and we're

{DG 18- 064} [ HEARI NG ON THE MERI TS] {06-25- 18}




© 00 ~N oo o b~ w N P

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

95

hitting sone of these nore expensive things.
We're getting the | arger pipes, 10-, 12-, 16-
i nch pipes, very much nore expensive to do.
Even though they have a small inventory of
them those are the kind of things that I
t hi nk you have to consi der.

Q Thank you very nuch

BY COWM SSI ONER HONI GBERG:

Q M. Knepper, | think the last tine, or maybe
it was the last tinme before that, when we
t al ked about the degradation fees, |
understood the situation to be that the
Conpany doesn't |l ose the ability to recover
those costs; they just can't do it in this

accel erated program Do | have that right?

A Yeah, | think anything that they don't get in

the CIBSis eligible for cost recovery in a
rate case. But it's subject to anything
el se, prudency, | ook and review and all those
t hi ngs.

Q Wth respect to maybe spendi ng the next year
bef ore the next hearing doing a deeper dive
into this program would that be a nore

appropriate tine to discuss changes in
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mar keting than doing it in this relatively
short tine frane that we have to consider it

now?

A. | think that woul d be one of the areas we'd

want to ook at. The original CIBS program
we didn't even outline anything about

mar keti ng. That wasn't even one of the
things. That's one of the things that we' ve

kind of grown in the 10 years about that

subject. So, yes.
Q All right. 1 didn't have any other
questi ons.

CHAI RVAN HONI GBERG. M. Sheehan - -
l*"msorry. M. Fabrizio, do you have any
further questions for M. Knepper?

M5. FABRI ZI O Just one wrap-up
questi on based on the questioning we just
hear d.

REDI RECT EXAM NATI ON

BY M5, FABRI ZI O

Q M. Knepper, would you be confortable with
t he Conpany recovering its costs for nain and
service replacenents through regular rate

cases in the future wthout the accel eration
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of recovery that the CI BS program provi des?
Well, we've done it both ways, right. W' ve
done it with Northern Utilities where it was
just through rate cases. So we didn't --
there was a lot less. W didn't have a
hearing every year. There's a |lot |ess
adm ni strative by both the Conpany and
ourselves. And they just -- we didn't pick
the rate. W let thempick the rate. They
just commtted to a certain date. That is
one way, and it was successful. But prior to
that, they did have an accel erat ed
repl acenent programsimlar to a CIBS, |
guess, wthout all the reporting for 10
years, and then that stopped. And so it's
been done both ways.
And are you confortable with Liberty going
forward using the regular rate case forumto
recover --
| *' m not opposed --
(Court Reporter interrupts.)
CHAI RVAN HONI GBERG. | think the

problemis getting the end of the question.

BY M5. FABRI ZI O

97
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Are you confortable with Liberty going
forward using the regular rate case forumto
recover its cost for replacing the remaining
cast iron/bare steel pipes in its systenf
Yeah, |'m not necessarily opposed to that way
of recovering. Again, |I'mback to the focus
shoul d be on the replacenent itself, and then
the recovery shoul d be secondary aspect of
it, not the primary. W quickly junped to
t hat being the primary di scussion every tine,
and | believe it should be the secondary, as
to cone to an agreenent when you want to
expect sonething out of the ground, when
it'll be totally done, and then we can figure
out the nost appropriate way to do the rates.
Thank you.

CHAI RVAN HONI GBBERG. Al l right. I
t hi nk, M. Knepper, you can probably return
to your seat.

There are no other w tnesses;
correct?

[ No verbal response]
CHAI RVAN HONI GBERG.  Any ot her

busi ness before we do the wap-up portion?
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[ No verbal response]
CHAI RMAN HONI GBERG. Al |l ri ght.
W't hout objection, we'll strike |I.D. on
Exhibits 1 through 4. And if there's nothing
else, we'll let the parties sum up.
M. Buckl ey, why don't you start us
of f.
CLCOSI NG STATEMENTS BY PARTI ES
MR, BUCKLEY: Thank you, M.
Chai r man.

The OCA is generally supportive of the
Conpany's filing, subject to the caveat that
we agree with Staff on several of their
reconmendati ons concerni ng recovery of excess
carryover costs, continued auditing of the
program on an annual basis, and further
exam nation of the existing CIBS programthis
fall to determ ne how t hat nechani sm may
continue to provide the best use of ratepayer
dollars into the future.

We are synpathetic to Liberty's
recommendati on regardi ng marketing to Cl BS
custoners as presented in their testinony, if

for no other reason that it's not every day
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t hat sonething, or nore specifically, Liberty
Uilities, cones to the Comm ssi on and asks
us to spend | ess noney expandi ng their
custonmer base and associ ated rate base. The
fact that this is occurring here indicates to
the OCA that this request deserves deference
to the business judgnent of the | ocal
di stribution conpany itself. However, we do
think that the conprom sed approach suggested
just a few nmonments ago by the Chairnman coul d
be a useful conprom se on the question of
targeted marketing. Thank you.

CHAI RVAN HONI GBERG Ms. Fabri zi o.

MS. FABRI ZI O Thank you. Staff
requests approval of the Conpany's petition
for recovery of 2018 cast iron/bare steel
repl acement program costs in this docket,
based on the Conmpany's revised petition
filings, as well as based on the corrections
noted in today's hearings. Thank you.

CHAI RVAN HONI GBERG. M. Sheehan,
before you start, | just want to say | think
you' ve heard synpat hy toward how nuch it

costs to market to the custoners al ong the
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CIBS routes. But | think there's a

di sconfort, and you heard it from M.
Knepper, and | think we feel it, that
there's -- it's not an apt conparison to
conpare those expenses Wi th expenses in new
territory. That's not a persuasive way to

| ook at that. You may have a good case here
that this is just too expensive when you

t hi nk about ot her things you could be doing
with that noney. But | want you to think
about that as you are sunmi ng up and see if
you have any thoughts on those topics.
Clearly you've been thinking about it and you
heard the question, so | wanted to make sure
you address it in your closing.

MR, SHEEHAN. Sure. |'ll address
it right off. The reason we raised it so
specifically here is that the peopl e nost
involved in the nmarketing just don't see it
as a useful effort. They spend a | ot of
time -- it's nostly one woman, Emly, who
spends a lot of tine doing the research, and
the results are as you see. CIBS projects

are very -- each are unique. | nean, you
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know Concord. Up in the nei ghborhood where
I've lived the | ast couple years, that's a
very different nei ghborhood than the south
end, which is a very different nei ghborhood
froma | owincone nei ghborhood i n Nashua. So
these narketing efforts, again, was a great
idea to push to see what would cone of it.
We're just not seeing it. And I think it is
a fair conparison to other projects, in the
sense that if we have a thousand dollars to
spend on narketing and we can get one Cl BS
custonmer or 15 non-ClI BS custoners, it seens
W ser to spend the thousand doll ars
el sewhere. There isn't an unlimted pool of
mar keting dollars. That being said, we're
not proposing here to abandon marketing to
Cl BS custoners. They get the regul ar
mai | i ngs. These door hangers aren't the week
before we start. They're |ong before we
start. |'mnot sure when, but nonths, at a
m ni num

The 100-foot |ine extension policy
we have now allowing it to be free is easier.

Custoners don't have to replace their heating
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system They just have to hook up a gas
range or hot water heater to becone a
custoner. So all these things help. The
anmount of work that goes into the nmarketing,
t he tracki ng, everything that we do as part
of this spreadsheet all costs npbney. |It's
all time spent that isn't spent el sewhere.

So it really is, as M. Buckl ey
said, a unique situation where we're com ng
here and saying let us spend | ess nbney on a
proj ect because we don't think it's working
very well. It's really hard to conpare them
year to year because they're so different.
There's no "Aha, we're now getting |ots of
custoners we weren't getting before.” So
that's why we raise it and are discussing it.
In the grand schene of things, this is not a
huge i ssue, obviously, but we found it was
worthy of this discussion, as it has been the
| ast coupl e years.

| do want to repeat again, the
letter we got from Staff |ast week asking to
have this deep dive is fine with us.

Qobviously, our inclination is to keep the
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program going roughly as it is. There are a
| ot of good things that fl ow out of the
incentive. | think M. Kreis has a great
expression for utilities notivated by
what ever his phrase is, "Show ne the cheese,"
or sonething like that. You know, we have a
conpany that, a parent that invests noney,
and those investnent dollars have |ots of
takers. And an incentive to keep investing
t hose dollars aggressively in CIBS is a real
i ncentive because of the yearly recovery. As
M. Knepper said, naybe a | ot of our pipe is
subject to the rule that requires pronpt
replacenent. And this is a good way to get
it done, to make sure it gets done with crews
t hat we have.

Then the concept of suspendi ng for
a year or so raises many risks for us. W
may | ose the crews we have. W don't hire
them for a sunmer, they go el sewhere. It is
very difficult to keep the contractors we
have. There's a |lot of conpetition. As we
just heard, in Boston there are thousands of

| eaks, and a | ot of our contractors woul d
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pi ck up and go down there if they had work
down there that they could do for a different
utility. W are conpeting hard for these
contractors, and if we |lose them we may | ose
them for good. So there's a |ot of noving

pi eces here that | guess generally mlitate
towards a very slow, careful decision of how
we change this.

So | think that's really our
nessage here today, is we will certainly
talk. There's always inprovenents. A |ot of
what you see here are inprovenents suggested
by M. Knepper and Staff over the years. And
we appreciate those, and we will continue the
conversati on we have.

There has been no real challenge to
t he request here that we're nmaking for the
| ast year's program We ask that you approve
it. W did raise the carryover costs just to
show the nunbers out there. W nmade the

request. M. Knepper has the right not to

approve -- recommend it under the settl enent
agreenent, and we respect that. So, thank
you.
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CHAI RVAN HONI GBERG  Thank you, M.
Sheehan. Thank you for your thoughts on
that. And thank your w tnesses for the
t hought they put into this as well.

All right. W will take the matter
under advi senent and issue an order as
qui ckly as we can. And we are adj ourned.

(Hearing concluded at 4:33 p.m)
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CERTI FI CATE

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

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

financially interested in this action.

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