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PROCEEDI NGS

COW SSI ONER BAI LEY: Pl ease be
seated. Good afternoon. W're here in
Docket 19-062. This is Granite State
El ectric's Annual Retail Rate Adjustnent.
And before we begin, let's take appearances.

MR SHEEHAN: Good afternoon,
Conmm ssioners. M ke Sheehan for Liberty
Uilities (Ganite State Electric).

MR BUCKLEY: Good afternoon.
Brian D. Buckley, Ofice of the Consuner
Advocate, here representing the interests of
resi dential ratepayers.

MR. DEXTER  Appearing for
Comm ssion Staff, Paul Dexter, joined by Jay
Dudl ey of the Electric Division.

COW SSI ONER BAI LEY: Are there any
prelimnary matters we need to take up?

MR. SHEEHAN. We kept it sinple.
We have one exhibit for filing that we have
mar ked as Exhibit 1, and there's nothing
confidential in this docket.

COW SSI ONER BAI LEY: Ckay. | see

the witnesses are in place. Are you ready to
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proceed?
Wul d you swear themin, please.
( VWHEREUPON, JOHN D. WARSHAW AND DAVI D B
SI MEK were duly sworn and cautioned by
t he Court Reporter.)
JOHN D. WARSHAW SWORN
DAVI D B. SI MEK, SWORN
COW SSI ONER BAI LEY:  You may
pr oceed.
MR. SHEEHAN:. Thank you.
DI RECT EXAM NATI ON

BY MR SHEEHAN:

Q

Q

M. Sinek, please identify yourself and your
position with the Conpany.

(Sinek) David Sinmek. |I'm manager of Rates
and Reqgul atory Affairs.

Do you have in front of you a copy of

Exhi bit 17

(Sinek) | do.

And | ooks |i ke begi nni ng at Page 25 t hrough
the end is the testinony of David Sinek with
attachnents; is that correct?

(Sinmek) Yes, it is.

And did you prepare that?
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(Sinek) | did.

Do you have any changes to that testinony to
make?

(Sinek) | do not.

Do you adopt that testinony as your sworn
testinony this afternoon?

(Sinek) | do.

M. Warshaw, sane questions. Your nanme and
position with Liberty?

(Wwarshaw) My nanme is John D. Warshaw. [|'m
manager of El ectric Supply for Liberty
Utilities Service Corp.

It appears that there is testinony by John
Warshaw starting at Page 1 of the filing. |Is
t hat aut hored by you?

(Warshaw) Yes, it is.

Do you have any changes to your testinony

t oday?

(Warshaw) | have no changes.

All right. Do you adopt that testinony today
as your sworn testinmony?

(Warshaw) Yes, | do.

M. Sinek, briefly, could you point the

Comm ssion to the rates for which the Conpany
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I s seeking approval in today's hearing.
(Sinek) I can. On Bates Page 39, we are
seeki ng approval for the rates listed in
Colum C and Columm H. Colum Cis the
stranded cost charge by rate class and
Colum His the transm ssion charge by rate
class. So, for example, for Colum D, for
the stranded -- I'"'msorry. For Rate D under
Columm C, you can see that the stranded cost
charge that the custoner [sic] is charging
custoners, which is actually a credit, is

0. 00106. And then for D Rate custoners, the
transm ssi on charge as you can see under
Colum His 0.02732 per kilowatt hour.

And the other colums on that chart are the
conponents that nake up the nunbers you' ve
just read; is that fair?

(Si nek) Yes.

And the slight variations to the various
customer cl asses, those are just the result
of the various cal cul ations that support

t hose rates?

(Si nek) Correct.

Can you give us the bill inpact of these
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proposed rate changes?
(Sinek) I can. On Bates Page 52, for a
typical residential custonmer, Cass D
custoner with usage of 650 kilowatt hours for
t he nonth, conpared to the current rates that
are in place, the custoner would see a $4. 80
decrease to their bill, which is a percentage
of 3.88 percent.

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

COWM SSI ONER BAI LEY: M . Buckl ey.

MR. BUCKLEY: Thank you.

CRGOSS- EXAM NATI ON

BY MR BUCKLEY:

Q

M. Warshaw, at Bates Page 11, Line 6 of your
testi nony, you tal k about decreases in
Granite State's transnm ssion and | SO expenses
for 2019 of a little nore than $1.2 mllion;
Is that correct?

(Warshaw) That's correct.

At Bates Page 12, Lines 3 through 4, and then
again at Bates 15, Lines 16 through 19, you
know t hat change is largely attributable to

the Tax Cuts and Jobs Act; is that right?
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(Warshaw) That is ny under st andi ng.

Moving on to M. Sinek. At Bates 29, Lines
13 through 14, there appears to be a table
illustrating the various rate changes
contained in your testinony; is that right?
(Si nek) Yes.

And it appears that two of these changes
account for the lion's share of the rate
decrease as requested in the current filing,
the transm ssion service charge and the
transm ssi on service cost adjustnent; is that
ri ght?

(Si nek) Yes.

And the first, the transm ssion service
charge, is essentially a pass-through from
| SO New Engl and; is that right?

(Si nek) Correct.

And the second, the transm ssion service cost
adjustnment, is essentially a reconciliation
charge; is that correct?

(Si nek) Yes.

Now nmoving to Bates 33, Lines 17 through 19.
You nentioned Schedul e DBS-3 contains a

reconciliation of May 2018 t hrough
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January 2019 actuals and then forecasted
revenues and expenses for March 2019 t hrough
April 2019. But it appears from DBS-3 that
Li ne 18 should read "May 2018 t hrough
February 2019"; is that correct?
(Sinek) Just let ne catch up.

(Wtness revi ews docunent.)
| think the gist of it is that there's a
m ssing nonth in the text, although the

schedul e i s correct.

(Sinek) I"msorry. Can we just start over
again? | lost track here.

Certainly.

(Sinek) Go through it again. |'msorry.

So if you could turn to Bates 33, Lines 17

t hrough 109.

(Sinek) So DBS-3, Page 3, shows the
reconciliation, and it's for actuals that are
for May ' 18 through February of 2019.

Right. And then | think there's a

di screpancy in the actual text of your
testinony at lines --

(Sinmek) Yes. Yes, it says it goes through

January actuals of '19. And when we did nake
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this filing, February did beconme avail abl e,
and we did change that to actual.
Unfortunately, it did not get updated here in
the text on Bates Page 33, Line 18.

And noving on to Bates 36, Lines 11 through
22, you discuss the RGE auction proceeds; is
that right?

(Si nek) Yes.

Can you just very briefly explain the change
you made between this year in calculating
RGE auction proceeds and associ ated char ges
and how you made that cal cul ation | ast year?
(Sinek) There are two big differences from

| ast year to this year. The first difference
is that the begi nning balance is including

t he audited actual nunbers that were audited
by the PUC Audit Staff. So the beginning

bal ance is different. And also, we included
a forecasted anount that we believe we
received froma RGE rebate and began gi vi ng
t hat back to custoners earlier rather than
wai ti ng.

And you believe this would be nore accurate

than the previous nmethod for determ ning the
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charges; is that correct?

(Si nek) The previous nethod did not include a
forecast of what we thought we would be
getting in rebates and then give those back
to custoners. This nethod does include a
forecast, so custonmers are getting their
noney back sooner.

I think one final question here for you. |If
you could turn to Bates 45, which is Schedul e
DBS-3, | believe. Can you just give ne a
sentence or two on what this chart
represents?

(Si nek) The coincident peak data actually
cones fromour | oad service group. Wat I
believe it represents is the, by rate cl ass,

t he peak anount of | oad per nonth.

And so the question | would ask to you is,
wWithin the colum | abeled "Street Lights,"
why are sone, albeit a very, very snall
anount, the Conpany's street |lights on during
sumer system peak, which typically tends to
be sonewhere around five or so o' clock during
t he summer, 5:00 to 6: 007

(Sinek) Again, | can't answer that question.

{DE 19-062} [HEARI NG ON THE MERI TS] {04-23- 19}
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Cenerally it's 5:00 or 6:00. | agree with
you it's the hottest part of the day. But
this may be the peak of only when they are
on. So if they're only on at night, as they
should be, and it's the peak for that tinme, |
just can't answer that question. That's a
guess.

MR. BUCKLEY: No further questions.

COWM SSI ONER BAI LEY: M. Dexter.

MR. DEXTER: Thank you.

CROSS- EXAM NATI ON

BY MR DEXTER

Q

So if we could turn to Bates 52 for a nonent,
whi ch you referenced earlier. | just want to
verify that both the rates that are proposed

for approval today are decreases; is that

ri ght?

(Si nek) Yes.

The transm ssion charge is a decrease in the
charge. It used to be 3 cents, rounded, and

now it's gone down to .02732 cents; correct?
(Si nek) Correct.

The stranded cost charge, which is below a

coupl e nunbers i n brackets, could you explain

{DE 19-062} [HEARI NG ON THE MERI TS] {04-23- 19}
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how that results in a decrease to custoners?
(Sinek) It went froma decreased rate charge
to custoners of .00095 per kilowatt hour to a
| arger decrease of .00106 per kilowatt hour.
Ckay. | wanted to tal k about the

transm ssion costs that are being recovered
first, and 1'd like to go to Bates Pages

18 and 109.

Looki ng at Bates 19, is it correct that
the | ocal network service charges decreased
this year versus |ast year by about $670, 0007
(Sinek) Is that question for M. Warshaw?
"Il pose it to the panel and anyone can
answer it. But, yeah, | would guess it's in
your schedule. So sure.

(War shaw) Yeah, the costs, the estinmate of

t he cost for 2019 are |lower than the costs
for 2018 that was used for estinmated cost in
2018.

And as you indicated in questioning fromthe
Consuner Advocate's Ofice, you attri buted
that largely to decreases in tax rates paid
by the transm ssion providers; is that right?

(Warshaw) That's ny under st andi ng, yes.
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And those tax rates were effective

January 1st; correct?

(Warshaw) | believe so. |'mnot that close
to the Tax Act.

Do you know i f those reduced tax rates were

reflected in |ast year's filing?
(Warshaw) No, it was not. It was not
factored in last year's filing.

And are there any other reasons that you know
of that resulted in the decrease in the |ocal
networ k service?

(Warshaw) That is the only reason that | know
of .

And turning to the regional network service,
which is on Line 3 of Bates 19, that seens to
have decreased about, a little over half a
mllion dollars, the estinate of this year
versus the estimate of |l ast year; is that

ri ght?

(Warshaw) That is correct.

And is that for the sane reasons, the Tax
Reducti on Act?

(Warshaw) That's ny under standi ng, yes.

Do you know if either of the reductions in

{DE 19-062} [HEARI NG ON THE MERI TS] {04-23- 19}
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15

t hese anpbunts were the results of any actions
or policies taken by Liberty/ Ganite State?
In other words, was there any effort namde to
reduce transm ssion charges that is show ng
up in this filing?

(Warshaw) No, it is not. But |I do know that
Li berty has a battery program that one of
the goals is to reduce peak | oad.

And the inpacts of that are not reflected in
this filing; is that correct?

(Warshaw) That is correct.

Wth respect to stranded costs, which | see
rates devel oped on Bates 39 and details
provi ded on Bates 40, 41 and 42, what's

the --

(Si nek) And 43 al so.

And 43. Can you explain what the basis is
for the stranded costs that are being
recover ed?

(Sinek) Yes. | believe it's described a
little nore detailed in ny testinony. But it
has to do with New Engl and Power and assets
that were part of generation and part of

restructuring that now are those stranded
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costs when we switched to restructuring are
recovered fromall custoners. So it's a
pass-through for rates that we can charge by
NEP.

And that answer pertains to Columm A on

Bates 39; is that right?

(Sinek) Ais their charge for the nonth --
I"msorry -- for the year, which obviously
was a credit. So they had an over-collection
on their books the prior year. And that's
shown i n Docket DE 19-025. And then Colum B
Is a result of our reconciliation from
forecast to actual by rate class, and that's
what the inpact is for the total charge shown
in Colum C.

The anobunts on Bates 41 have to do with the
reconciliation, correct, of stranded costs?
(Sinek) Bates 41 -- all of them do. Bates
41, 42, 43 all have to do wth the
reconciliation.

And as | understand Bates 42 and 43, those
are there to develop the reconciliation
amounts and the reconciliation rates by rate

class; is that right?

{DE 19-062} [HEARI NG ON THE MERI TS] {04-23- 19}
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(Si nek) Correct.

How are these costs divided up between the
various rate classes?

(Si nek) These are all | oad-wei ghted.

So it's on the basis of annual | oad?

(Si nek) Correct.

And the transm ssion costs cal cul ation that

t he Consune Advocate was aski ng you about on
Bates 45, that's done on the basis of

coi nci dent peak | believe you said; correct?
(Sinek) Correct. |If you |look at Bates Page
44, Line 2 shows how the allocation is done,
whi ch was pulled fromthe coincident peak
shown on Bates 45.

And that's, | think as you said, each class's
contribution to the Conpany's peak; is that

ri ght?

(Sinek) Again, this is data that's provi ded
to me froma different departnent. | believe
that it's the peak load for the nonth by rate
cl ass.

So in looking at the various rates on Line 6
of Bates 44 that you just referenced, it

seens to ne that the highest rates are for
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Rate D and Rate T. Wuld you agree with

t hat ?

(Si nek) Yes.

And Rate D is a donestic custoner; correct?
(Si nek) Yes.

What's Rate T7?

(Sinek) | don't have that data in front of
me. " msorry.

So on Bates 64, where you have proposed
tariffs, for Rate D there's an availability
description that indicates that Rate Dis for
donesti ¢ purposes and private dwellings and
so on and so forth.

And if you go to Bates 75, there's a
tariff for Rate D, but it doesn't have an
availability section that | could find. Do
you know why that is?

(Sinek) Well, what's included in this filing
are only pages that changed due to this
filing. So there is an availability page,
and it's just not included here because it
didn't have any updates.

| see. But if I wanted to find out what

Rate D applied to, | could | ook at that

{DE 19-062} [HEARI NG ON THE MERI TS] {04-23- 19}




© 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

19

avai l ability paragraph in your conplete
tariff?

(Si nek) Correct.

So, sonething |I brought up at this hearing

| ast year has to do with term nology. And I
noticed that for stranded costs, on Bates 39,
we have a stranded cost charge and a stranded
cost adjustnent factor and a net stranded
cost charge. And then if | go to the Rate D
tariff on Bates 53, | see a line that says
stranded cost adjustnent factor. And | think
the tariff nunber for stranded cost

adj ustment factor relates back to the net
stranded cost charge on Bates 39, not what's
| abel ed "stranded cost adjustnent factor."
Wul d you agree with that?

(Si nek) Yes.

And is there plans in the upcom ng rate case
to address this seem ng inconsistency in the
tariff versus the underlying schedul es, do
you know?

(Si nek) Yes, we can nake the change in the
upcom ng filing. So are you reconnendi ng

that we change it to say "net stranded cost

{DE 19-062} [HEARI NG ON THE MERI TS] {04-23- 19}
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charge"?
Well, | guess ny recomendati on over the | ast
couple of cases is that it be consistent. So

| guess | would defer to the Conpany as to
what the best choice is. But | do find it
confusing because | like to trace fromthe
proposed rates to the tariff to make sure
everything's being billed as proposed. And
in addition to this inconsistency, | believe
there's simlar inconsistency on the

transm ssion cost side. So | would just ask
t hat the Conpany consi der naking the
term nol ogy consistent. But | would | eave it
to the Conpany as to, you know, what the best
terns are.

(Sinmek) Ckay. Yes, and it is consistent

t hroughout all the rates.

I*"msorry. Wat's consistent throughout the
rates?

(Sinek) That they're | abel ed either

"transm ssion service cost factor" or
"stranded cost adjustnent factor."

Ri ght.

(Sinek) It's not just Rate D.

{DE 19-062} [HEARI NG ON THE MERI TS] {04-23- 19}
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Right, right. | just used Rate D as an
exanpl e.

So if we could turn to Bates 46 for a
nmonent. This has to do with the over/under
recovery of transm ssion costs. [If | | ook at
Line 1, there's a nunber of $5, 037, 000,
rounded. And am | correct that that nunber

ties directly to the projected

under-collection fromthis filing | ast year?
(Sinek) I"'msorry. You were referencing the
5, 037, 0427

Correct.

(Sinek) And yes, that is what was filed in
| ast year's retail rate reconciliation.

And then Line 2 has a footnote that -- I'm
sorry. Line 2 has a figure of another
$901, 710. That woul d be an additi onal
under-collection; is that right?

(Si nek) Correct.

And the footnote references the accounti ng
records and the audits. Could you just
explain a little bit nore what that neans.
(Sinek) Yes. 1In last year's hearing, we were

ordered to work with PUC Audit Staff to
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actually cal cul ate what our begi nni ng

bal ances should be for this filing and goi ng
forward. And in doing so, the outcone of the
audit shows that the May 18 begi nni ng bal ance
Is consistent with what was audi ted and t hat
it should have been adjusted by the 901, 710.
And ny understanding of the task of the audit
was to go back to the tine when Liberty

acqui red the Conpany from National Gid and
acqui red these nechanisns; is that right?

(Si nek) Yes.

And were you able to do that?

(Si nek) Absol utely.

So then, with this additional adjustnent, in
addition to the one | ast year, can we expect
that we won't see adjustnents to the

begi nni ng bal ances goi ng forward?

(Sinek) Well, the beginning bal ances are
going to be based on actuals. So what we
have estimated here, for exanple, in this
exanple we're show ng that there's 1,498, 624
that is showi ng as a endi ng May bal ance --
I"msorry -- an ending April 2019 bal ance,

yet February '19 is the |last nonth of
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actual s.
Yeah, | may not have phrased ny question the
way | nmeant to. | guess what | neant to say

was that ny recollection fromthe case | ast
year was that there was a fairly significant
adj ust mrent nmade to the begi nning bal ance so
that this filing would match the books. |Is
that a fair assessnent of what happened | ast
year ?

(Si nrek) No.

No?

(Sinek) Last year it was just the opposite,
actually. W weren't exactly -- we had never
been audited and gone back to the books. W
were just taking known data that we had for
the |l ast period and did a reconciliation. W
didn't go back to the begi nning bal ance. And
so, again, we were ordered to work with PUC
Audit Staff to come up with what the true
begi nni ng bal ances were, which we did.

And when did that audit process take place?
(Si nrek) Meani ng when did the PUC Audit Staff
begin their audit on their end or when we

began it on our end?

{DE 19-062} [HEARI NG ON THE MERI TS] {04-23- 19}
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Q | guess both. | assune you did it first, the
Conpany did it first?

A (Sinek) O course. W put together where we
felt that the books shoul d be based on
current practices all the way back to
July 12th. W were in the process of doing
that before even |l ast year's hearing. Wen
we finally got those results all reviewed
internally and signed off and everyone agreed
upon that this is where we should go forward,
we then forwarded all that information to PUC
Audit Staff for themto do their audit and
their work. | don't renmenber the exact date
that we forwarded it, but it was probably

about a nonth ago.

Q | think your testinony says March 2nd, if |I'm
not mstaken. | think | read that in your
testi nony.

A (Si nek) Ckay.

Q And the PUC audit issued a report today, as a
matter of fact, didn't they?

A (Sinek) Their final report was issued today,
yes, and there were no fi ndi ngs.

Q | had just one question on the worKking
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capital that was transferred from-- on
transm ssion costs that was transferred from
base rates to this nmechanism | think two
cases ago.

If we were to | ook at Bates 49, on
Line 25 there's a figure there of days and it
says 62.59 days. |Is that an average of the
nunber of days between the tinme the Conpany
recei ves these LNS and RNS servi ces and when
t hey pay for then?
(Si nek) Yes.
And on Bates 50, on Line 4, there's a figure
of 60.9 days. |Is this a representati on of
the average tine that it takes Liberty to be
paid by its custoners for services it
provides to its custoners?
(Si nek) Yes.
And t hose two nunbers conme very close to
netting each other out; is that right?
(Si nek) Yeah, there's a two-day difference.
And therefore the net working capital
requi rement on transm ssion turns out to be a
fairly small nunber shown on Bates 48,

Line 2; would you agree?
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(Sinek) This time around it did, yes.

And lastly | wanted to ask you again on the
sane topic that the Consuner Advocate asked
you about, which is the changes in the RGG
calculation. And for that we should turn to
Bat es Page 51.

You nentioned there were two changes
fromlast year, and one of them had to do
with the audit and the begi nni ng bal ance. |
wanted to ask you about the second change and
if you could just explain again, and maybe in
alittle nore detail, how that was done | ast
time versus this tine.

(Sinek) Last tinme when we did the

cal cul ation, Line 18 did not exist. So we
added Line 18 to show a projection for

esti mat ed auction proceeds that we w ||
receive fromMay 1st of 2019 t hrough

April 30th of 2020. Wat we used as our
estimate was the actual auction proceeds for

the prior year of 712, 617.

So what inpact do you expect that will have
on next year's filing?
(Sinek) well, we'll have an estinmate again
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next year for the upcom ng year's auction
proceeds. And assumng that if we have no
ot her better information to estimte what
that future year will be, we'll use what the
prior year's auction proceeds were again.
And t he change had the effect of al nost
doubling the REGA refund this year versus

| ast year; would you agree?

(Si nek) Yes.

Wuld it be incorrect, then, to concl ude that
the refund | ast year should have been doubl e
as well had this -- should this nethod have
been enpl oyed | ast year?

(Sinek) I"'mnot sure there's a -- whether
there's a right or a wong answer to this.
What we did was we | ooked at how Eversource
and Unitil were projecting their costs -- I'm
sorry -- their REGA rebate. And one of
them | believe, was using what they just
used as the prior year actuals. And I
believe the other utility cane up with sone
sort of an estimate of where they thought
they would conme in at. But either way, both

utilities were including a forecasted anpunt
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and giving it back to custoners early. W
hi storically had not included a forecast, and
t hat was approved by the Conmm ssion, and we
had just gone forward that way.
And the REGA refund started to go back to
custonmers pursuant to this nechani sm around
2014; is that right?
(Si nek) Subject to check, yes.
So ot her than over/under recoveries that you
woul d expect, are you confident that the old
met hod that Liberty enpl oyed sent an
appropriate amount of REGE refunds back to
custoners?
(Si nek) Based on actuals, yes.
Ckay. That's all the questions Staff has.
Thank you.

COW SSI ONER BAI LEY: Thank you.

Comm ssi oner G ai no.

QUESTI ONS BY COW SSI ONER G Al MO

Q

A
A.
Q

Good afternoon.

(Si nek) Good afternoon.

(War shaw) Good afternoon.

So while we're here talking REGA, | just

want to make sure | understand what you used.
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Did you use the last clearing price for the

| ast auction and nultiply that tinmes four, or
did you use the total anobunt received in the
prior four auctions?

(Si nek) The total anount received for the
prior four auctions.

Ckay. | do believe at | east one of the other
utilities just used the last clearing price
and multiplied it by four and used that as
its base.

(Si nek) Ckay.

| don't recall which, but | think that one of
themdid. No one's shaking their head, so --
(Sinek) Yeah, | believe that it would have
been probably Eversource who did it because
they did a forecasted calculation. And I'm
pretty confident that Unitil had just kept

t he anount the same as the prior twelve

nmont hs.

Ckay. So to reiterate what's been said, the
$1.2 million decrease is nostly a function of
t he tax refornP

(Si nek) Correct.

Ckay. Do we know what Granite State's

29
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prorated share of regional costs are in
general ? Back of the envelope, if Ganite
State represents 10 percent of New Hanpshire,
and New Hanpshire represents 10 percent of
the region, ergo G anite State represents
about 1 percent?

(Warshaw) Subj ect to check, yes.

Ckay. So can we talk a little bit about the
total cost to the region for transm ssion?
(War shaw) Sure.

Do we know what that anount is and where it
is in the filing?

(Warshaw) The total cost for the region is
not inthe filing. Wat is in the filing is
the rate that |1 SO New Engl and charges for the
various services that it provided in the open
access transm ssion tariff.

So if that nunber is in total 17 to

18 mllion, which I think we see on Page 20,
if you | ook at Page 20, Colum 9, in this
exanple, would that be 18 mllion is Ganite
State's percentage of the total, and then you
can multiply that out to get the regi onal

total ?
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(Warshaw) It would be Granite State's portion
of the expected RNS rates.

Whi ch presumably, again, is about 1 percent
of the total?

(War shaw) Correct.

The filing nmakes reference to | SO

adm ni strative costs, NESCCE costs, as well
as Black Start?

(War shaw) Correct.

Ckay. Do we have those total costs broken
dowmn? Is it in the filing that shows you how
much?

(Warshaw) The NESCCE cost is actually based
on the published rate that | SO New Engl and
had as of January 1st of 2019. But Bl ack
Start, because of the way it's charged, all I
have -- all are based on the Black Start on
our costs from 2018 and using that as a way
of forecast for 2019.

And Bl ack Starts are the units that get paid
for the ability to basically restart the
systemif it went black?

(Warshaw) Correct. These are units that are

able to restart generating wthout having to
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utilize off-site power fromthe regional
grid.
Ckay. That's hel pful.

So can you enlighten us as to the |1 SO
costs? Wiere in the filing can we find out
what Granite State's percentage of |1SO costs
were or what the total dollar anpunt was?

" msorry.

(Warshaw) wWell, | don't have the total

regi onal costs. But again, if you | ook, go
on Bates Page 20, it will identify, based on
t he published rates, what our -- ny forecast
of the costs would be for 2019.

Ckay. And your total estimated costs are
about 1.26 mllion?

(War shaw) For ?

The difference between the | ast two years;
correct?

(War shaw) Yes.

That's the savi ngs?

(War shaw) Yes.

Ckay. So I'll switch briefly and say, what
rol e does Liberty play in review ng and

controlling the I SO budget, as well as the

32
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RNS and LNS costs?

(Warshaw) Liberty does get the information
that | SO publishes and stays up to date with
t he data. But because the rates are
FERC-jurisdictional, we rely on the FERC to
approve those rates.

Is there sone sort of agreenent that Nati onal
Gid, who partakes in -- who's one of the --
who is signed on to the 1 SO part of the
transm ssi on owners subject to the | SO
tariff, do they agree to advocate on behal f
of Liberty to nake sure that costs renmain
low? |Is there any relationship that still
remai ns between Liberty and Gid?

(Warshaw) There is no specific relationship.
Has Li berty ever considered being a part of
the group that sets the transm ssion costs
for the region that hel ps devel op the RNS?
(Warshaw) The group that develops the RNS is
actually the owners of the transm ssion
system

The PTO?

(War shaw) PTO.

So there is no relationship. They just pass
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the costs straight to you? There's no
accountability there?

(Warshaw) No, they utilize a fornula rate to
be able to come up with the cost, and it's a
cost base rate with a specific return on
equity in the rate.

But there is a group that neets regularly
that determ nes those rates and -- okay.
Movi ng on.

Is this the |l ast year of the contract
term nation charge; so in 2020, will that
charge be gone?

(Sinek) 1'd have to review the contract. |
know it's comng up. |I'mjust not sure that
it's 2020 that it ended.

|'"mpretty certain it says in soneone's
testinony that it was 2020, so...

(Sinek) Yes, | do have it on Bates Page 31 in
ny testinony.

And M. Sinek, at the end of your testinony
you tal k about net netering | ost revenue. So
it sounds |like the Conpany's expecting to see
di spl aced revenue associated with net

nmetering, but it's wlling to forego
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collection on that until there's a rate case;
is that right?

(Sinek) Well, this year is a test year. So
if we put in the rates a recovery nechani sm
for | ost revenues related to net nmetering, we
woul d just have to pull it out of our data
that we submt for the rate case. So rather
than do that, we just said we'll let it flow
t hrough the rate case and figure it out from
t here.

Wth respect to price shop for the consuner,
woul d it nmake sense to continue -- in fact,
it mght affect -- if this filing is going to
decrease cost, would it make sense to keep
this in, at least in the short term so that
it's a less volatile charge going forward, or
is it really indifferent?

(Sinek) It's a very lowrate. It's probably
I ndi fferent.

Ckay. And | was just going to nmake a point
of clarification on 45. | hate to keep on
aski ng you about that 'cause it sounds |ike
sonmeone el se may have prepared it on your

behal f. But help ne out wth coincident and
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36

non- coi nci dent .

Is this the peak for the state? Is it
t he peak for Liberty? 1Is it the peak for the
region? And each one of these nunbers, is
that the daily peak for each of those
categories, or is it the total anmount that
was on at the peak?
(Sinek) | believe -- I"'msorry. | believe

it's the total peak by rate class within that

nont h.

So each -- so, theoretically, the peak for
street lights could be -- | think this gets
to Attorney Buckley's question. It would

make sense that there would be sone street
i ghts on because it's the rate class street
| i ghts use at peak use for the nonth.

(Si nek) Correct.

Ckay. That hel ps. Thank you.

QUESTI ONS BY COWM SSI ONER BAI LEY:

Q

A
Q

I think, M. Warshaw, in your testinony you
nmentioned the fornmula rate proceedi ng at FERC
for transm ssion rates.

(Warshaw) That is correct, yes.

And were you part of that case?
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(Warshaw) W were one of nmany in the case,
yes.

Ckay. One of the big things that | think
sone parties perceived as a benefit of that
case was that the rates were going to be
transparent and listed in dollars per
kilowatt year, dollars per kilowatt nonth or
dol | ars per megawatt hour. Do you know?
(Warshaw) They woul d be listed as dollars per
kilowatt year that would then be adjusted by
nmont h. They woul d not be at kil owatt hour
rates because the RNS rates are based on your
peak, which is a |oad value, not a volunetric
val ue.

Ckay. And on Bates Page 20 we see that the
RNS rate is $117 a kilowatt year; is that

ri ght?

(Warshaw) Correct.

Do you have -- can you show ne where the LNS
rate is in the filing?

(Warshaw) Well, the LNS rate is very
difficult to forecast because the way
National Gid does the LNS rate is based on

their costs. And every nonth, if they
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receive |l ess revenue than their costs for the
nont h, they charge us. There's a charge for
LNS. But in other nonths when there is nore
revenue fromthe RNS rates than their LNS
charges that were incurred for that nonth, we
get a credit. So there's no specific
dol | ar-per-kilowatt-year value. And as a
result, to be able to calculate the LNS rate,
| utilize the LNS costs that were incurred
over the previous year as the forecast for
t he next year.
So are you saying that the costs for LNS are
included in the RNS rate and they charge you
a reconciliation every nonth?
(Warshaw) The transm ssion charge that we
receive is a conbination of the regional
network service rate, which is a postage
stanp rate that all |oad-serving entities are
char ged.
And is that the 117 --
(War shaw) Yes.

(Court Reporter interrupts.)
-- $117 per kilowatt year rate? Yes, but

t hen. ..
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(Warshaw) But then for us, and other simlar
utilities that are custoners of transm ssion
conpani es, we also pay for what's call ed
| ocal network service, which is the
transm ssi on assets that are not used to neet
the reliability requirements in all of New
Engl and, but instead to neet the reliability
requi renents of serving just National Gid's
custoners. And the other PTGs have a siml ar
approach. | couldn't tell you what their
rates are.
And can you -- I'msorry. Can you tell ne
again how National Gid then charges for
t hat ?
(Warshaw) I f you | ook on Bates Page 24, you
wll see that as part of the LNS they split
it up between PTF and non- PTF charges. And
as you can see, at tinmes we get a credit on
PTF charges and at tines we get a charge.
What National Gid does is every nonth
there would be a calculation in the nonthly
charge of their cost for all of their
transm ssi on assets. They then wll

cal cul ate the revenue they received fromthe
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RNS, the regional network service, and then
what is left over is what they either charge
or credit us.

For the non- PTF?

(Warshaw) For the non-PTF.

Ckay. W' ve discussed that the reduction in
the costs this year has to do with the Tax
Act changes. What about the Tax Act changes
from 2018? Doesn't -- you know, the tax rate
changed on January 1st, 2018; correct?
(Warshaw) Yeah. That's ny under st andi ng,
yes.

Ckay. And the rate wasn't reduced because of
that. So do the transm ssion owners get to
keep that decrease in costs?

(Warshaw) No. At the tine that we filed

our -- this simlar filing | ast year, the
published -- or the information that we had
avai |l abl e for what the transm ssion service
rates would be by | SO were based on

i nformation that was published the previous
sumer. There had been no update on what the
transm ssi on owners would be charging in

March for June. So we had -- the only

{DE 19-062} [HEARI NG ON THE MERI TS] {04-23- 19}




© 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

I nformati on we had was what was avail abl e,
which was information for rates that they
estimated prior to the passing of the Tax
Act. Once the Tax Act was passed, the
transm ssi on owners ended up having a rate on
June 1st of 2018 that was significantly | ower
than the rate that we used and they publi shed
as an estimate for June 1st of 2018.

So you paid themless for the six nonths, the
| ast six nonths of 2018 than the rate

refl ected?

(Warshaw) Correct.

And is the difference between the anount that
you paid them and the anount that you

coll ected part of the reconciliation here?
(Warshaw) Yes, that is part of the
reconciliation that was cal cul at ed.

Can you show nme where that is, please?

(Si nek) Bates Page 46, May ' 18 through
February ' 19, the actual revenue and act ual
expense that hit the Conpany's books that
were audited are shown here.

Ckay. Thanks.

M. Sinek, you nentioned the Battery

41
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pi l ot update -- the battery pilot project
that is intended to reduce the peak. Can you
gi ve us an update on that? Have you bought
the batteries? | read in the paper that you
got a lot of interest.
(Sinek) Yeah, there was a lot of interest. |
haven't been involved. It's actually M.
War shaw t hat gave an update on the battery.
Ch, sorry, sorry, M. Warshaw. Either one.
(Warshaw) | have no additional information on
top of what M. Sinek has. [|'mnot aware of
the status of the pilot, as far as
i mpl enent ati on of the purchase of batteries
and placing themin custoners' hones.
Ckay. Thank you. | think that's all | have.
M . Sheehan, do you have any foll ow up?

MR SHEEHAN: | have not hi ng
further. Thank you.

COWM SSI ONER BAI LEY:  Ckay. I
think you can stay where you are. W're
al nrost fi ni shed.

Wt hout objection, we'll mark
Exhibit 1 for identification. And | guess

M. Buckley can start the sum up.
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CLOSI NG STATEMENTS

MR. BUCKLEY: Thank you. The
O fice of the Consunmer Advocate views the
rates presented in the instant petition as
just and reasonable and reconmends their
approval by the Conm ssi on.

COW SSI ONER BAI LEY: M. Dexter.

MR. DEXTER  Thank you. Likew se,
in Staff's view, the rates presented are just
and reasonabl e, and we support their approval
with the caveat that we would |ike the
opportunity to review the audit report that
was i ssued today by the Conm ssion Audit
Staff, and if there are any issues in that
report, we would ask the Conpany to address
t hose in next year's filing.

COW SSI ONER BAI LEY: Thank you.

M . Sheehan.

MR. SHEEHAN:. Thank you. W
appreci ate the support of this filing by the
OCA and Staff, and we al so ask that the
Comm ssi on approve the rates with the
particul ars appearing on Bates 39 as M.

Si nek expl ai ned. Thank you.
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COW SSI ONER BAI LEY: Al right.
W will close the record and the hearing and
take the matter under advi senent and i ssue an
order as soon as possible. Thank you.

(Hearing concluded at 2:28 p.m)
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CERTI FI CATE

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

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

(ORI G NAL CERTI FI CATI ON FI LED W TH
PUBLI C UTI LI TI ES COWM SSI ON)

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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