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EXH BI TS
1

EXHI BI TS

Liberty UWilities (ENG) Corp. PREVARKED
d/b/a Liberty Uilities-Keene

D vi sion Wnter 2019/ 2020

Cost of Gas Filing

CONFI DENTI AL VERSI ON

Li berty Utilities (ENA) Corp. PRENMARKED
d/b/a Liberty Uilities-Keene

D vision Wnter 2019/2020

Cost of Gas Filing

REDACTED VERSI ON

Revi sed pages of tariff, PREMARKED
testinony and bill inpact schedul es

Exhi bit - NOT USED

Operating and Propane Air Sales PREMARKED
Suppl y Agreenent

Anmended Operating and Propane PRENMARKED
Al r Sal es Supply Agreenent

Staff Testinony of Stephen Frink PREMARKED
CONFI DENTI AL

Staff Testinony of Stephen Frink PREMARKED
REDACTED VERSI ON

H ghl i ghted version of Ex. 3 PRENMARKED
(GCct. 17th) testinony of

Deborah M G| bertson and

Cat heri ne A. MNanmar a
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PROCEEDI NGS

PRESI DI NG CHAI RPERSON BAI LEY: Good
nmorning. We're here in Docket No. DG 19- 153,
Li berty UWilities-Keene Division Cost of Gas.
I note for the record that an affidavit of
publication was filed by the Conpany on
Cctober 3rd and that the Ofice of Consuner
Advocate has filed its letter inform ng us that
they will participate. Before we get started,
| et' s take appearances.

MR MJILLEN: Good nor ni ng,
Conmm ssioners. Steve Miullen for Liberty
Utilities (EnergyNorth Natural Gas) Corp.

MR. KREI'S: (Good norning,
Commi ssioners. |'mDon Kreis, the Consuner
Advocat e, here on behalf of residential utility
custoners. | apologize to the Comm ssion for
entering our letter of appearance so late in
the process. W don't usually do that. |
think I just filed it yesterday. And | prom se
to avoid doing that in the future.

PRESI DI NG CHAI RPERSON BAI LEY: Thank
you.

M5. SCHWARZER: Good nor ni ng
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Conmm ssioners. M nanme is Mary Schwarzer. |[|'m
a staff attorney representing PUC Staff. Wth
nme today are Steven Frink, director of Gas and
Water Division, and Al -azad |l gbal, who is an
anal yst in that division.

PRESI DI NG CHAI RPERSON BAI LEY: Ckay.
Are there any prelimnary natters we need to
address before we get to the w tnesses?

M5. SCHWARZER:  Yes, Conm ssi oner.
There's a concern about proposed exhibits, if
you'd like to address that now. Liberty has
of fered what's been nmarked Exhibits 4, 5 and 6,
and |''m objecting on the basis of rel evance.

PRESI DI NG CHAI RPERSON BAI LEY: Ckay.
Let's premark the exhibits first, and then we
can tal k about that.

M. Millen, do you want to take us
t hrough the exhibit list?

MR. MJULLEN. Sure. W have agreed on
a list of premarked exhibits. Exhibit 1 would
be the Conpany's original filing, dated
Sept enber 16th of 2019. That's the
confi dential version.

Exhi bit 2 would be the redacted

{DG 19- 153} [ W NTER 2019/ 2020 COG FI LI NG { 10- 22- 19}
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version of that sane filing.

Exhibit 3 is a set of revised pages
that we filed on COctober 17th.

Exhibit 4 is a redacted version of
a docunent that's titled, "Settl enent
Agreenent with Miutual Rel eases,” and that's
from Docket DG 14- 155.

Al so fromthat docket is Exhibit 5,
which is a docunent entitled, "Operating and
Propane Air Sales Supply Agreenent,"” that's
dat ed Novenber 1st, 1998.

PRESI DI NG CHAI RPERSON BAI LEY: \Was
that al so from 14-155 did you say?

MR MJULLEN: Yes.

And Exhibit 6 is a third docunent
from Docket DG 14-155 that's entitled,
"Amended Operating and Propane Air Sal es
Supply Agreenent,"” dated March 21st, 2014.

PRESI DI NG CHAI RPERSON BAI LEY: Ckay.
And can you address the objection to these
Exhi bits 4 through 67

M5. SCHWARZER: Sure. Can | add to
my obj ection?

PRESI DI NG CHAI RPERSON BAI LEY:  Sure.

{DG 19- 153} [ W NTER 2019/ 2020 COG FI LI NG { 10- 22- 19}
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M5. SCHWARZER: Thank you.
Conmmi ssioner, it's ny understanding that these
exhibits go to whether air propane conversion
to CNGis a prudent investnent. Liberty is
rai sing those issues now. This is not the
docket for that discussion. W have not had
di scovery on that question of a prudent or
I mprudent decision on Liberty's behalf. W
have not prepared to address that issue. Those
exhi bits were sent to us Thursday on an exhi bit
list. This is going to be addressed in the
Li berty rate case. But the cost of gas case
for Keene winter 2019-2020 is not the place to
do that. Thank you.

PRESI DI NG CHAI RPERSON BAI LEY: M.
Kreis.

MR KREIl S: Commi ssioners, | think
that | join in Staff's objection to the
adm ssion of these three exhibits, although ny
preference would be to hear what questions the
Conpany intends to ask about the exhibits
before | really determ ne whether there is
really a sound objection to their adm ssion. |

will say, in part because of our late filing of
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an appearance letter, | had no idea until these
three exhibits were handed to nme this norning
t hat they would be at issue here today. And |
haven't had a chance to |l ook at themto review
t he record and the 2014 docket that these cone
from And if they really are going to be
di scussed extensively today, and if they are
rel evant to whatever the decision the
Commi ssion needs to make in this docket, |
think we m ght need further opportunities to
conduct di scovery and talk to the Conpany and
Staff about what's really going on because
otherwise it's potentially unfair.

PRESI DI NG CHAI RPERSON BAI LEY: M.
Mul | en.

MR MJLLEN: Yes. In M. Frink's
testi nony, he raised the issue of prudence of
t he conversion. And these docunments just go to
the effect of basically making the Comm ssion
aware that the propane facility is currently
| eased, and there's a term nation on the date
on that |lease. So as the Conpany | ooks to plan
for its system that's one of the things that

has to be taken into account. So when the

{DG 19- 153} [ W NTER 2019/ 2020 COG FI LI NG { 10- 22- 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 ssue of prudence is raised, we think the
Conmmi ssion needs to just know that this | ease
is out there and that that's sonething el se
t hat needs to be taken into account. | plan to
explore with M. Frink what he neant by "if
it's ultimately deci ded that the conversion is
not prudent.” In order to do that, | want
to -- we need to have this infornmation out
t here because that's part of the discussion.

PRESI DI NG CHAI RPERSON BAI LEY:  You
understand that we're not making any
determ nati on about whether the conversion is
prudent in this docket.

MR. MJULLEN. Absolutely. However,
M. Frink wants the Comm ssion to put us on
notice that if things are found inprudent, that
we may have to refund sonme noney in the future.
And because of that, | think it's inportant to
start making the Comm ssion aware of sonme of
the other things that are out there if it's
going to put us on notice of such.

PRESI DI NG CHAI RPERSON BAI LEY: Ckay.

(O f-the-record di scussi on between

Conm ssi oners.)
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10

M5. SCHWARZER: | might direct the
Conmmi ssioners to the only place where M. Frink
raises this is on Page 5 of the confidenti al
t esti nony.

PRESI DI NG CHAI RPERSON BAI LEY: | read
t he testi nony.

Ckay. W're going to nark it for
identification and we wll talk about it at
t he end, okay.

All right. |Is there anything el se
we need to do before we swear the w tnesses?

MR, MJLLEN:. We have three nore
exhibits that we didn't get to yet.

PRESI DI NG CHAI RPERSON BAI LEY:  Oh,
okay.

MR MJULLEN: Exhibit 7 is M. Frink's
testi nony, the confidential version.

Exhi bit 8 would be the redacted
version of his testinony.

And Exhibit 9 is a highlighted
version of essentially what's al so Exhibit 3;
this one's just a little easier to foll ow

PRESI DI NG CHAI RPERSON BAI LEY: Thank

you. GCkay. Now are we ready to begin wth the
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© 00 ~N oo o b~ w N P

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

[WITNESS PANEL: GILBERTSON|McNAMARA]

W t ness panel ?
MR MJULLEN: Yes.
PRESI DI NG CHAI RPERSON BAI LEY: Al |
right. WIIl you swear the w tnesses in,
pl ease.
( WHEREUPQON, DEBORAH M G LBERTSON
CATHERI NE A. McNAMARA were duly sworn

and cautioned by the Court Reporter.)

DEBORAH M d LBERTSON, SWORN
CATHERI NE A. McNAMVARA, SWORN
DI RECT EXAM NATI ON
BY MR MJLLEN:
Q Ms. G| bertson, would you pl ease state your
nane and position with the Conpany.
A (Gl bertson) My nane is Deborah G| bertson
and | am a seni or nanager of energy

procurenent.

PRESI DI NG CHAI RPERSON BAI LEY: M.

G | bertson, maybe you can just nove the
m crophone a little closer. Pull it toward
you.

BY MR MJILLEN:

Q All right. Do you have in front of you

11
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[WITNESS PANEL: GILBERTSON|McNAMARA]
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12

what's been nmarked as Exhibits 1 and 2, the
confidential and redacted versions of your
testi nony?

(G | bertson) Yes.

Do you have any changes to that testinony?
(Gl bertson) No, | don't.

Ms. McNamara, could you pl ease state your
nanme and your position with the Conpany.
(McNamara) Catherine McNanara. |'ma rates
anal yst with regulatory affairs for Liberty.
Do you have in front of you Exhibits 1 and 2,
t he confidential and redacted versions of
your testinony?

(McNanmara) Yes, | do.

Do you have any changes to that testinony?
(McNamara) No, | do not.

Do you al so have in front of you what's been
mar ked as Exhibit 3, which is a set of

revi sed pages?

(McNamara) | do.

Coul d you explain for the Conm ssion what the
purpose of that filing was and what the

hi ghl i ght, what the changes were? W thout

goi ng through every single one of them but
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[WITNESS PANEL: GILBERTSON|McNAMARA]

general |l y speaki ng, what was the purpose of
the filing?

(McNamara) Sure. So the namin change in the
filing is the LDAC cal cul ati on fromthe
EnergyNorth case. Wen that changed, it also
changed the LDAC rate for Keene. So we
updat ed rates pages and bill inpact schedul es
to reflect that.

Ckay. Before you go too nmuch further, as |
said earlier, Exhibit 9 is essentially the
sanme as Exhibit 3. And so you prepared both
Exhi bits 3 and Exhi bit 9?

(McNamara) Correct.

So if you walk through -- if people flip

t hrough Exhibit 9, they would clearly see
where t he changes occurred that you're

t al ki ng about .

(McNamara) Correct.

Ckay. Please continue wth your description
of the filing.

(McNamara) Sure. So the nmin purpose is, as
| said, for the change at the EnergyNorth
rates to the LDAC rate. W updated the rates

pages to reflect that. W updated the bil

13
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[WITNESS PANEL: GILBERTSON|McNAMARA]

14

i mpact schedul es for that purpose as well.
And we updated the testinony that related to
the bill inpact schedul e.

Q And i f need be, you can respond to any
questions about Exhibits 3 or 9?

A (McNamara) Correct.

Q Thank you.

MR, MJLLEN: The witnesses are
avai | abl e for cross-exam nation.
PRESI DI NG CHAI RPERSON BAI LEY: Al |
right. M. Kreis.
CRGCSS- EXAM NATI ON

BY MR KREI S:

Q Thank you. | have just a few questions. I|I'm
working, at least initially, off of
Exhibit 1, which is the confidential version
of the Conpany's filing. But | don't intend
to ask any questions about confidenti al
information. And if | do, soneone can | eap
out of their chair and tell ne that | asked a
question that | shouldn't have. But | won't
do that, so you won't need to do that.

I think nmy questions are going to be for

Ms. Gl bertson, although | don't really m nd

{DG 19- 153} [ W NTER 2019/ 2020 COG FI LI NG { 10- 22- 19}
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[WITNESS PANEL: GILBERTSON|McNAMARA]

15

whet her both w tnesses answer.

On Bates Page 11 of the Conpany's
filing, the witnesses were asked the
question: What is the primary reason for the
change in rates?

And their answer at Lines 14 and 15 is
that a primary reason for the decrease in
rates is the renoval of production costs from
the cost of gas rate. And | wonder if |
coul d have Ms. G | bertson explain what she
meant by "renoval of the production costs."
(Gl bertson) Well, actually, that's a
question for Ms. McNanara, the production.

But | could expand on the change in rates and
|l et you know that the price of the gas has
gone down significantly since |ast year. But
t he production cost is not ny area, so...
(McNamara) So, initially when we filed | ast
year, we had production costs in our
calculated rate. W ended up taking them out
for the final rate purposes, | believe, if |
recall correctly. So the reason for the
rates as filed |l ast year conpared to this

year, they woul d have gone down to renove al

{DG 19- 153} [ W NTER 2019/ 2020 COG FI LI NG { 10- 22- 19}
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[WITNESS PANEL: GILBERTSON|McNAMARA]

A

16

of the production costs.

Wiy did they get renoved?

(McNamara) |'mnot sure of the exact docket
nunber, but we had worked with Staff and wth
the OCA to | ook at production costs to decide
what shoul d be included and not i ncluded.

And we determ ned that that would be

addressed, | believe, in the EnergyNorth rate
case -- I'msorry -- yeah, the EnergyNorth
rate case.

On Bates Page 13, at Line 13, there is the
use of a termthat | hadn't seen before.
That termis "heel," HE-E-L. Can you

expl ain what heel is?

(Gl bertson) Yes. The heel is a requirenent
of the New Hanpshire Fire Code, that we have
to maintain 15 percent at the bottom of the
tanks. So that would be the heel. So we
can't use -- we can't go lower than 15. W
can't deplete it nore than 85 percent.

There has to be a -- basically there al ways
has to be at | east 15 percent -- the tank

al ways has to be at |east 15 percent full

(Gl bertson) Correct. That's what |I'mtrying

{DG 19- 153} [ W NTER 2019/ 2020 COG FI LI NG { 10- 22- 19}
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[WITNESS PANEL: GILBERTSON|McNAMARA]

17

to say, yes.

Q That's what | was trying to ask. Good.

And what has been marked for
identification as Exhibit 7 and 8 -- these
would be M. Frink's prefiled testinony --
Bates Page 5 of | think both of those
docunents, M. Frink testifies that it is
reasonable to provide for the recovery of
CNG s supply costs, with the understandi ng
that if the Conpany [sic] finds that the
Li berty gas conversion was i nprudent,

I ncrenental CNG supply costs are subject to
ref unds.

Do you di sagree with that statenment from
M. Frink?

A (McNamara) | do.

Q Wiat is the basis of your disagree -- what is
the nature of your disagreenent?

A (McNamara) So | don't have a | ot of
background on this, but the -- hold on one
second, pl ease.

(Wtness revi ews docunent.)
A (McNamara) So, actually, I'msorry. | can't

answer that question at this point.

{DG 19- 153} [ W NTER 2019/ 2020 COG FI LI NG { 10- 22- 19}
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[WITNESS PANEL: GILBERTSON|McNAMARA]

>

18

Way not ?
(McNamara) | don't know the answer.
Vell, M. Frink's testinony is sinply that if
t he Conmmi ssion finds that the Liberty-Keene
conversion was inprudent, increnental CNG
supply costs are subject to refund. That
seens pretty unexceptionable to ne.
(Gl bertson) Well, | think the Conmm ssion has
t o deci de.
Right. And so ny question to the witness is:
Do you disagree with that assertion in M.
Frink's testinony?

MR MJLLEN: If | may, | would think
that there would be a lot that mght go into a
certain decision like that. So | think it's a
little unfair to ask the witnesses, in |ight of
not havi ng a deci sion, because a | ot of things
go into prudence. So | don't think it's fair
to ask themthat in a vacuum w t hout havi ng any
decision to | ook at.

MR KREIS: Wll, |I'"'mnot asking them
to opi ne about inprudence. | don't have an
opi ni on about that nyself at this point. But

"' mjust asking themto acknow edge that if
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[WITNESS PANEL: GILBERTSON|McNAMARA]

sonething is ultimately deened to be i nprudent,
it's subject to disallowance. That seens to ne
to be Uility Regul ation 101.

(G lbertson) | think the conversi on was
approved by the Conmm ssion, and | think we

went forward on that basis. And | think to

do a | ook-back nowis a little -- it's kind

of late for that.

MR MILLEN: And | think, as it was
stated earlier, the Comm ssion is not naking
any prudence determ nations in this proceedi ng.
So, | nmean we heard what M. Kreis had to say,
but | nmean sone of this | think gets into
per haps | egal determ nati ons.

MR KREIS: Gkay. | have no further
questi ons.

PRESI DI NG CHAI RPERSON BAI LEY: Ms.
Schwar zer .

M5. SCHWARZER: Thank you.

CRGCSS- EXAM NATI ON

BY Ms. SCHWARZER:

| have sone questions going back to the
description of the changes that were nade to

Li berty's filing in the revised testinony,

{DG 19- 153} [ W NTER 2019/ 2020 COG FI LI NG { 10- 22- 19}
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[WITNESS PANEL: GILBERTSON|McNAMARA]

20

Li berty- Keene.

On Bates Page 21R, | believe a change
was nmade. Can you descri be that change,
pl ease?

A (McNamara) Sure. Let ne just get to that
page. So the change to this page relates to
Order Nunber 26,241 in Keene's Summer Cost of
Gas 2019. And in that order it was -- we
were instructed to supply the CNG specific
cost of gas purchases separate from propane
cost of gas purchases, and this footnote
provi des that information.

Q And the cost, the CNG cost is a $1.5742 per
thern? It's highlighted. And is the CNG
cost higher or |lower than the air propane
cost ?

A. (McNamar a) Hi gher.

PRESI DI NG CHAI RPERSON BAI LEY: Does
“highlighted" nean it's confidential?

M5. SCHWARZER: |I'msorry. It does.

| apol ogize. It does.

PRESI DI NG CHAI RPERSON BAI LEY: Can we
cl ose the door in the back of the room please?

And M. Mullen, I'"mgoing to ask

{DG 19- 153} [ W NTER 2019/ 2020 COG FI LI NG { 10- 22- 19}
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[WITNESS PANEL: GILBERTSON|McNAMARA]

21

you to work with the court reporter --

M5. SCHWARZER: Ch, |I'msorry.
said it was confidential. The highlights are
just the changes. Normally in an unrevised
exhibit it would indicate confidentiality. 1In
this instance, the highlight reflects a change.
It is not confidential.

PRESI DI NG CHAI RPERSON BAI LEY: Ckay.
Al right.

MR. MJULLEN:. And the pages are not
mar ked confidenti al .

PRESI DI NG CHAI RPERSON BAI LEY: Ckay.
Good.

M5, SCHWARZER: ' m sorry,

Commi ssioner. |It's challenging sonetines to
tell the difference between changes and
confi denti al .

PRESI DI NG CHAI RPERSON BAI LEY: Ckay.
Thank you.

M5. SCHWARZER: And | neant to state
it in the opening, and with your perm ssion
['"ll just say it now. Because the changes al
ei ther increase the savings for the custoners

or lower the price, we don't have any concerns
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[WITNESS PANEL: GILBERTSON|McNAMARA]

as to the sufficiency of the notice. But had
t he changes been ot herwi se, there m ght have

been concerns. Thank you.

BY Ms. SCHWARZER:

Q

So with that addition, the discussion about

t he change i ndicates the propane and the CNG
costs. Does that conpl ete your description
of the changes nmade in the revised filing?
(McNamar a) Yes.

How do current Nymex future prices conpare to
t hose used in the cost of gas filing?
(McNamara) So | | ooked at the propane Nynex
schedul e at Mont Bel vi eu, and the overall
rate went down. VWAit one second. | can give
you that info. It went down approxinmtely
one cent. And that particul ar change woul d
be a .002 cent change to the rate. | believe
Ms. G| bertson has | ooked at the CNG change.
(Gl bertson) Right. So the price at

Al gonquin G tygate, which is the index that
we used for CNG did go up slightly. So the
net difference would be a penny nore for the
overall rate, incorporating both the Mnt

Bel vi eu and t he CNG
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Q So can you give ne your Conpany's position as
to whether Liberty-Keene were to use the
current Nynmex future prices, how would that
i npact the COG rate?

A (Glbertson) It would go up a penny. But it
coul d change tonorrow, so it's..

Q I"msorry. | neant conbined. | believe in
addition to separating the prices for CNG and
air propane, you provide an overall cost of
gas?

A. (G | bertson) Hmm hmm

Q So overall, given the volume of CNG and the
vol une of air propane, if you were to use the
current Nynex future prices, how woul d that
i mpact the conbi ned cost of gas rate?

A. (Glbertson) It would go up one penny. It

woul d i ncrease by a penny.

Q |*"msorry. | thought air propane went down a
penny and CNG went up a penny. |Is that -- am
| correct?

A (Glbertson) Put it all together, the CNG
went up a little nore -- the propane went
down slightly, the CNG went up slightly; the

net together is one penny nore than what's in

23
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the filing right now.

Ch, for both.

For bot h.

Ch, thank you. | didn't understand.

Ckay. So how nuch did the CNG i ncrease
itsel f?

(Gl bertson) Every nonth was a little bit
different. | really didn't --

I think I'm asking a question that's
confusing you. | wll tell you what |
under st ood you to say.

If the propane price using the current
Nymex goes down a penny and the CNG goes up,
so that the net increase is a penny
I ncrease - -

(Gl bertson) Overall, yes --
-- overall --
-- for the period.
-- then the mssing factor is how rmuch did
the CNG go up i ndependently.
(Wtness revi ews docunent.)
(Gl bertson) So in Schedule 6 -- Schedule C
t he overall cost of the CNG per gallon,

because this is in gallons, is .9380. As of
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yesterday with the Al gonquin GCtygate, it was
I ncreased to .9817. So, what's that? So, 4
cents, 4-1/2 cents.
And overall, how would you characterize the
change in those costs? A slight increase or
a slight decrease, or sonething different?
(Gl bertson) Well, overall, it was a penny
for the entire portfolio for that period.
And again, that was yesterday. Today could
be different because it changes every single
day.
Thank you.

Turning to Bates Page 17, projected
W nter sales are 3 percent higher than | ast
w nter's forecasted sales. |Is that due to
actual forecasted custoner growh in Keene or
sonme ot her reason?
(Gl bertson) Actually, it is just, as wth
EnergyNorth, it really is use per custoner.
The custoners are burning a little bit nore
gas.

As far as growth, it is not growth
because the custonmer base is steady, 1200

custonmers approxi mately.

25

{DG 19- 153} [ W NTER 2019/ 2020 COG FI LI NG { 10- 22- 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

[WITNESS PANEL: GILBERTSON|McNAMARA]

Q

Has there been a change in Liberty Keene's
billing that would account for that change
with regard to billing on actual heat content
rather than fixed val ue?

(G | bertson) No.

Coul d you pl ease update the Comm ssion on the
Keene system conversion to natural gas, CNG
Has t he Conmpany began providi ng natural gas
service; and if so, when, and how many

cust oners have been converted?

(G | bertson) Yes, the Conpany has converted
20 custoners at the Monadnock Plaza. The
conversion started on Cctober 1st, and they
fini shed on October 4th. Everything has been
runni ng snoothly. They have two tankers

t here whi ch have switched over autonatically,
which is a good thing. It seens to be
wor ki ng as expect ed.

Can you tell nme the percentage of total sales
for Liberty-Keene that those custoners
represent?

(Gl bertson) Approximately 10 to 15 percent,

| believe.

Have any new custoners been added at this

26
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time?

(G |l bertson) To the CNG?

Yes.

(G | bertson) No.

Coul d you pl ease describe the first phase of
nat ural gas expansi on and when that's
expected to begin.

MR. MJULLEN. Comm ssioners, if | may,
| don't believe either one of these w tnesses
are involved in the conversion aspect. It's
not really an issue for today. There's lots of
i nformation that we have to provide wth
respect to Docket DG 17-068. So | don't think

they're in a position to be able to expand on

27

that. Essentially, | nmean, any of that's going

to happen after we get the permanent facility

sited. So | think that, you know, for purposes

of this cost of gas hearing, | don't think
these wtnesses can really shed any |ight on
t hat .

MS. SCHWARZER: If | may,
Comm ssioners. |It's relevant to the usage for
this winter as to whether they're going to --

Li berty-Keene intends to increase its vol une of
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CNG

PRESI DI NG CHAI RPERSON BAI LEY: Dd
you hear M. Millen say they have to have it
sited before they can go to Phase 17?

Is that what you said, M. Millen?

MR, MJULLEN:. Well, Phase | is
essentially the tenmporary CNG

PRESI DI NG CHAI RPERSON BAI LEY: Ckay.

MR MJLLEN: So, to be clear, that
woul d be Phase Il. But in order to go to Phase

I, we have to have the permanent facility
sited. And we've been |ooking at a | ot of
sites and going through all the environnental
and zoni ng characteristics and all that. So
anything that would be in this filing would
have been included in the forecast.

MS. SCHWARZER: | apol ogi ze. M.
Mullen isn't a witness. And | believe ny
under st andi ng was that since CNGis
transported, were Liberty-Keene to be able to
devel op additional custoners, it's not clear to
me that a new facility is required. But |I'm
not a witness and M. Miullen is not a w tness.

So I'mnot sure --
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PRESI DI NG CHAI RPERSON BAI LEY: So can
you restate your question?
M5. SCHWARZER:  Sure.

BY M. SCHWARZER:

Q Does this filing allow for the possibility
that Li berty-Keene nay have new CNG custoners
in this winter period?

A (Gl bertson) No, there's not going to be.
There's not going to be new customers for
this wi nter period.

Q Thank you.

| believe Liberty-Keene is and w ||
continue to receive CNG supplies under the
terms of a contract that's been in place for
a nunmber of years. Wen did that contract
begi n and when does it expire?

A (G | bertson) The contract began on July 1st,
2017, and it wll expire on June 30th, 2021.

Q What are Liberty-Keene's plans to neet its
natural gas requirenents in the foll ow ng
W nter period?

A. (G lbertson) As with every territory, we'l
have a demand forecast. And we will finish

using this contract. |If we need to have nore
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CNG or if we put out an RFP as we do with
every other territory, we pick the nost
reliable, |owest-priced vendor.
Thank you.

Coul d you pl ease expl ai n how
Li berty-Keene is neeting its seven-day
storage requirenent for natural gas
cust oners.
(Gl bertson) Yes. W submtted our filing to
t he Safety Division on Cctober 1st. W have
adequat e supply to neet our seven-day
requi renment for both natural gas and propane.
For the propane, we have on site
77,350 gallons, plus we're all owed to count
five days of guaranteed trucking at
70 percent. For the CNG we'll have two
tankers on site at all times. And again,
we're allowed to count five days of
guaranteed trucking at 70 percent. W have
sufficient supply for both natural gas and
propane to neet the seven-day requiremnment.
When you say you'll have two tankers on site,
is that in addition to a tanker unl oadi ng and

a tanker waiting, or is that part of the

30
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Q

transfer process?

(G |l bertson) There's space on the site for
three tankers. So there's two that are

al ways hooked up. Wen one depl etes, the
ot her one automatically refills. Then they
take out the enpty truck, and they'll have
anot her one waiting. They'll put the full
truck next to the one that's being used. So
there's always roomfor three to be able to
of f-1 oad and rel oad anot her truck.

Can you explain -- strike that.

My understanding is that there's sone
storage for Liberty-Keene in Amherst. Can
you tal k about that?

(G lbertson) Yes. Wll, traditionally, or in
t he | ast nmany years, we've split the Anmherst
t ank bet ween Keene and EnergyNorth. But this
year EnergyNorth was struggling with the
seven-day requirenent and needed the supply,
so we took back half of the anount that we
were giving to Keene. So Keene gets a
quarter now, and EnergyNorth gets three
quarters of that tank.

And is that still sufficient to neet your

31

{DG 19- 153} [ W NTER 2019/ 2020 COG FI LI NG { 10- 22- 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

[WITNESS PANEL: GILBERTSON|McNAMARA]

32

requi renment for Keene?

A (G | bertson) Yes.

Q | believe you covered this earlier, but just
to confirm Did the Conpany include any
Keene production costs in its 2019-2020
W nter cost of gas?

A (McNamara) No, we did not.

Q And you nentioned a decision upon which
that -- you didn't include production cost
because of an agreenent that was reached in a
docket. If | suggested to you that was

Docket DG 19- 068, Keene summer cost of gas

filing --
A (McNamara) That sounds correct.
Q In its next general rate filing, does

Li berty-Keene intend to clearly define what
non- supply costs are to be recovered through
t he Keene cost of gas and adj ust proposed
delivery rates accordingly?

A (McNamar a) Yes.

Q When did the Conpany mail the FPO infornmation
t o Keene custoners?

A (McNamara) Keene custoners were notified by

mai | on Septenber 12th, 2019.
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And how many custonmers have enrol |l ed?
(McNamara) Currently there's 97 custoners
enrolled. The enrollnent period has ended,
but there are still a nunber of custoners
t hat have not yet been entered into the
system So it's going to increase from 97,
but we don't know exactly by how nuch.
What percentage of your load is that?
(McNamara) What percentage of the -- |I'm
sorry. You'll have to rephrase the question.
For the FPO customers, 97 plus or m nus sone
anount, what percentage of your | oad does
that -- do the FPO custoners represent?
(McNamara) | would have to | ook into that.
don't have that.
Do you know how this year's enroll ment
conpares to |last year's enrol |l nent?
(McNamara) Last year we had 163 custoners
enrol | ed.
One hundred fifty-three?
(McNamara) Hundred and 63.
Ch, 163.

Has t he Conpany received a final or

draft audit report fromthe Conm ssion Audit
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Staff on its audit of last year's COG
reconciliation?

A (McNamara) Yes, we have.

Q Wul d you sunmmari ze, please, Audit Staff's
fi ndi ngs and concl usi ons?

A (McNamara) The audit report was finalized,
and there were no audit findings, per se.
There was di scussi on regardi ng production
costs that needed to be renpved at that point
in time, which we did renove all the
producti on costs.

M5. SCHWARZER: Thank you very nuch.
No further questions.

PRESI DI NG CHAI RPERSON BAI LEY:
Conmmi ssi oner @G ai no.

QUESTI ONS BY COW SSI ONER d Al MO,

Q So | jotted down a coupl e questions about the
FPO, so | want to nake sure | heard things
properly.

So the FPO | etter did go out.

A (McNamara) Correct.

Q And there was a question of -- | had a
question. Any idea with respect to the

response rate? Wat | thought | heard was 97
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custoners are enroll ed.

A (McNamara) Correct. And there are still sone
t hat have enroll ed but haven't been updated
in the system so they're not counted yet in
t he 97.

Q And Ms. Schwarzer asked how this conpared to
| ast year. And | heard 1577

A (McNamara) There was 163 custoners.

Q Sorry, 163. So you're only two thirds of the
way to 163. Do you see the renmining that
haven't been put in the system w || that get
you to the 163?

A (McNamara) | am not sure of that.

Q Ckay. And currently, if it's 97, 97
custoners, that represents about what,
ei ght percent? | thought | --

A (G | bertson) Yes.

Q | thought | saw you doing the math. W
shoul d put that on the record.

A (G | bertson) Yes.

Q So I'"mactually on Page 11 of the testinony,
Bates 11, Exhibit 1. And there's a
di scussion with respect to PERC, truck fees

and pipeline inpacts, and all those have gone
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up. Maybe you can el aborate on why all those
have gone up. And specifically, | wonder why
trucking fees may have gone up. It seens

li ke the price of gasoline and di esel have
gown down recently. So maybe it's a timng

I ssue?

(Gl bertson) Right. These are taken right
frompublications. | really don't know.

just want to get it as accurate as possible
to kind of figure what the price is going to
be for these prices. But these | got right
out of publications.

Ckay. So you got them out of publications.
Sois it atimng issue then?

(Glbertson) | don't know. | inmagine they'll
stay this way for this year because | think

t hey go up every end of July every year for
the winter. So | just checked it and they
did, and they seemto go up every year.

Ckay. On Page 7 there's a discussion with
respect to unaccounted-for gas. And it seens
| i ke the nunmber, at |east according to

Lines 5 through 7, the Conpany sees about

.90 percent on unaccounted-for vol unes of

36
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A

gas. How does that conpare with industry
standards and the rest of EnergyNorth?

(G lbertson) So | think EnergyNorth is

like -- |1 don't want to m sspeak. But I
think it's under 2 percent. And, again, this
Is the -- what this is is |ost and
unaccounted-for gas along the lines. So
what's netered at the propane facility versus
what's netered at the custoner's residence or
pl ace of busi ness, whatever is |ost along the
i ne between those two neter reads is what
this represents. So if this percentage goes
down, that nmeans we have to buy | ess gas
because we don't have to account for what's
being lost in the lines. So this is a good

t hi ng.

Yup. | suspected as nuch. So, thank you.

(G | bertson) Ch, okay.

You said the projected sales are up

3 percent?

(G | bertson) Yes.

And that's a result of growth in use,

cust oner use?

(G |l bertson) W just take what we had | ast
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year and weat her-nornmalize it.

And is that 3 percent also factored in the
reduction in the | oss of gas?

(G lbertson) No, it's not, because we're
going to buy a certain anmount of gas. What
custoners use is what's netered. So | don't
know that they -- they nay be billed for it
on their bill because of the line |oss. But
the sales that we're | ooking at, the revenue
sales, that's what's actually netered at the
custoner's place of business or hone. So

they nmay be billed for the | oss or

unaccounted-for in another nmanner. | don't
really know the billing that well

I guess fundanentally the question is: |Is
3 percent even -- given the new | oss of gas

nunbers that are being used, is 3 percent
growt h even hi gher because of the reduction
of --

(G | bertson) No.

No. Ckay. Thank you.

| NTERROGATCORI ES BY PRESI DI NG CHAI RPERSON BAI LEY:

Q

Foll owi ng up on that, can you | ook at Page 7,

Bates Page 7, Line 13 through 15, that says
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t he cal cul ated unaccounted-for gas rate
properly reflects the unaccounted-for gas.
Do you see that? 1It's on Lines 14 and 15 on
Bat es Page 7.

(McNamar a) Yeah.

Does that nmean that the previous filings

m scount ed the unaccount ed-for gas,
over-counted it?

(McNamara) So the way we used to bil
custoners before they were in Keene, before
t hey were converted to the Cogsdale billing
system was a thermfactor of .74. Wth the
integration with the new billing system
they're getting a nore accurate nunber daily
so that the custoner is being billed for
exactly the line loss that -- because the
thermfactor and line | oss percentage is
built into the custoner's bill. [|I'mnot
saying that very clearly.

| don't think you're answering ny question.
My question is did you over-count |ine |oss
in the previous filings based on the way you
used to do it?

(McNamara) | guess we woul d have. Let ne

39
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just think about that for a second. |
believe so. And with the nore accurate
billing system now, we have a nore accurate
line loss factored in.

Q So is there a way to reconcile that?

A (McNamara) | am not positive about that. It
certainly could be | ooked at.

Q Ckay. You testified that the production
costs have been renoved fromthe cost of gas.
Where will the production costs be recovered
goi ng forward?

A (McNamara) It's intended to bring themup in
the EnergyNorth rate case.

Q So they'll go into distribution rates?

A (McNamara) It will be discussed at that
poi nt .

Q Ckay. And about the 8 percent of custoners
that took the FPO rate, that doesn't
represent 8 percent of |oad necessarily; is
t hat correct?

A (McNamar a) Just custoners.

Q Just custoners.

A (G | bertson) Yes.

PRESI DI NG CHAI RPERSON BAI LEY: Ckay.
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All right. | think all of the other questions
I have have been asked and answer ed.
M. Millen, do you have any
redi rect?
MR MJLLEN: | do.
PRESI DI NG CHAI RPERSON BAI LEY: Ckay.
REDI RECT EXAM NATI ON

BY MR MJILLEN:

Q

| just want to go back to what Conm ssi oner
Bai |l ey was just asking you about related to

t he unaccounted-for. And this also ties into
a question earlier from M. Schwarzer.

When t he Conpany converted custoners to
the Cogsdale billing system did they go from
a billing systemthat had been in place for
quite a long tine?

(McNamar a) Yes.

And there was a fixed heat content that was
factored into that calculation; is that
correct?

(McNamara) Correct.

That was an approved heat content rate that
was in the Conm ssion's approved tariff; is

that right?
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A (McNamara) Correct.

Q So any billing that was done over the years
using that fixed heat content was done in
accordance with the Conm ssi on-approved
tariff and based on the capabilities of the
billing systemthat the Conpany had in pl ace
prior to converting to our Cogsdale billing
system

A (McNamara) Correct.

Q So is it correct that the Cogsdale billing
system now bills the heat content nore
accurately than what the prior system coul d
previ ously do?

A (McNamara) Correct.

Q To your know edge, was that billing systemin
pl ace through at |east the prior owner, if
not even before that?

A (McNamara) That's ny under st andi ng.

Q Ckay. Thank you.

MR, MJLLEN: That's all | have.

PRESI DI NG CHAI RPERSON BAI LEY: Al
right. Thank you for your testinony. You nay
be excused.

(Wtnesses excused.)
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PRESI DI NG CHAI RPERSON BAI LEY: Of
t he record.

(Di scussion off the record.)

PRESI DI NG CHAI RPERSON BAI LEY: Back
on the record. W'Il|l take the Staff w tness
next .

(VWHEREUPQN, STEPHEN P. FRI NK was duly
sworn and cauti oned by the Court
Reporter.)
STEPHEN P. FRI NK, SWORN
MS. SCHWARZER: Thank you.
DI RECT EXAM NATI ON

BY M5, SCHWARZER:

Q

M. Frink, would you pl ease introduce
yourself and state your position with the
Public Uilities Conm ssion.

My nane is Stephen Frink. | work at the
Conmm ssion. |I'mthe director of the Gas and
Wat er Division.

Did you prepare testinony that was filed in
t hi s docket ?

Yes, | did.

And for the record, is that testinony

Confidential Exhibit 7?
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Yes, it is.

And Redacted Exhibit 8?

Yes.

Do you have any changes to your testinony?

I have one change, and that's on Bates

Page 3, Line 21. It says towards the end of
that line, CNG to neet sone Keene natural gas
supply requirenents. It should just be

"sonme" should be deleted. CNGis going to
nmeet all Keene natural gas requirenents.

Do you have any ot her changes?

| do not.

So do you adopt your witten testinony as
your sworn testinony here today?

| do.

Briefly, did you -- you were present when Ms.
McNamara said that the 3 percent higher than
| ast winter's forecasted sales figure was due
solely to the custoner use?

Yeah, | heard that. Yes.

Do you agree with that?

No, | don't. And in ny testinony on Bates
page, starting on the bottom of Bates Page 5

and going on to 6, | talk about that. So the
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unaccounted-for gas, the way it works is the
send-out is what conmes fromthe plant and
goes into the system and then they bill
custoners for gas. And the difference
bet ween what went out fromthe plant and what
gets billed is unaccounted for. So when they
fi xed how t hey neasure the heat content,
apparently the actual heat content is higher
than the 740 that was used -- that had been
used for years. And so what was happeni ng,
because they weren't billing as nuch as the
actual heat content was, there was nore
unaccounted for. And it was recovered
t hrough rates by everybody. MNow they're
chargi ng the actual heat content, and it's
getting billed to custoners nore fairly
because each custoner, based on their use,
wll pick up nore of that cost.

And so what is happening is the
billing -- the sales have gone up 3 percent
in this forecast, and the unaccounted-for has
gone down. But if you | ook at the send-out
nunber that they have in the forecast, what

they're actually sending out fromthe plant,
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that's essentially unchanged from | ast year's
forecast. It's 0.7 percent lower. So the
send-out is actually higher. The send-out in
this forecast is 0.7 percent higher; whereas,
t he sales increase is 3 percent higher.

Q Thank you. Gven the brevity and clarity of
your testinony as filed, |I'mnot going to ask
for a summary.

M5. SCHWARZER: And the witness is
avai | abl e for cross.
PRESI DI NG CHAI RPERSON BAI LEY: M.
Kreis, do you have any questions?
CRGOSS- EXAM NATI ON

BY MR KREI S:

Q M. Frink, just briefly. You heard, I
believe it was Ms. McNanara testify, and |
believe it was on redirect, that there really
IS no way to recapture the fact that
custonmers were essentially over-billed based
on a pre-existing nethod for calculating the
amount of gas that's unaccounted for. Do you
agree with what she had to say about that,

t hat basically those over-billings are sort

of done and gone?

46
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| agree with that. It was -- as M. Millen
poi nted out, that was a tariffed heat content
charge. It did get charged to custoners as
part of the unaccounted-for gas. They got
charged for all the gas costs, and they were
actually using it because it wasn't as well
defi ned per custoner. But the custoners did
pay all those costs, and they did use all
t hat gas, other than the line | osses, which
are now about |ess than 1 percent.
And | think ny only other question is really
ai ned at neking sure that | understand
exactly what your reference to "prudence" in
your prefiled testinony really neans. And
l"mreferring to what you had to say on that
subject at Lines 9 through 12 of Bates Page 5
of your testinony in both of its versions.
Wuld it be correct to say that your
point is sinply that the prudence
determnation will be nmade at sone | ater
tine.
That's exactly correct.
You are not asking the Comm ssion to nake any

prudence determ nations in this docket?
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| am certainly not.
Wul d the fact that the Conm ssion gets to
make any prudence determ nation at a | ater
tinme be true whether or not there was any
reference to that subject in your testinony?
That's correct.
And so would it be fair to conclude that your
reference to "prudence” in your testinony is
really just a courtesy to the Conpany?
That is correct.
Thank you.

MR, KREIS: Those are all the
questions | have.

PRESI DI NG CHAI RPERSON BAI LEY: M.
Mul | en.

CROSS- EXAM NATI ON

BY MR MJILLEN:

Q
A

Q

A

Good norning, M. Frink.

Good nor ni ng.

Di scussi ng the heat content and the nore --
us using the actual heat content now t hrough
our Cogsdale billing system that's a good
thing; correct?

Yes, it is.
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And that was sonething that was initiated by
t he Conpany; correct?

I know when the tariff change was nade for
thermal billing, because you were addi ng
natural gas, that was all -- | don't know if
it was raised by Staff or the Conpany, but
certainly that issue was addressed as to your
proper way to do it. And | know it was

bet ween Safety and the Conpany and the rest
of Staff. That's what was all agreed on was
t he appropriate way to do it and a better
way.

Thi s woul d not be avail abl e under the prior
billing system isn't that correct?

That is correct.

Because the Conpany's billing system all ows
for this inprovenent.

It does, yes.

And if you | ooked back over the past, the
.74, that, ny understanding, is an average
heat content for propane?

Yes.

So at tinmes it could have been bel ow, or the

actual heat content could have been bel ow or

49
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above . 74.

A Correct.

Q So anyone who wanted to go back and do any
calcul ations, there really would be no way to
do that at this point.

A That's a good point.

Q If you could turn to Bates 4 of your
t esti nony.
A ' mthere.
Q If you go to Table 2, which is between

Li nes 12 and 13 --

A Yes.

Q -- 1f you look at the line that says "Propane
Fi xed Price."

A Yes.

Q All the way over on the right you have a
nunber of .04577.

A Yes.

Q If you |l ook at Table 1, that sane |ine, the
nunber i s 0.9942.

A Yup, that's correct.

Q Should the rate -- the cost per thermin
Table 2 be corrected to reflect the sane as

Tabl e 17
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For the fixed price?
Yes.
I'l'l have to check, but | believe that's
correct. That would cone off Schedul e C of
t he Conmpany's filing.
| do see that the volune and the costs are
t he sane.
Ch, right. Ckay.
| just want to make sure that when sonebody's
| ooking at this, they get the proper
reflection of the cost.
Right. And again, let nme just | ook at the
filing and 1'lIl confirmthat.

(Wtness revi ews docunent.)
' m 1l ooking at the purchase price cost per
gallon. GCkay, that's not a therm nunber.
Yes, the --

(Court Reporter interrupts.)
So there's a gallon charge of .9097, which I
bel i eve when you convert it to thernms is the
.9942. So you were correct on Table 2. The
propane fixed price nunber should be .9942.
Thank you. Just bel ow Table 2, starting on

Page 4 and going to the top of Page 5, you
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di scussed the inpact of CNG on the proposed
cost of gas rate; correct?

Correct.

And that's in |looking at as conpared to if it
was j ust propane.

R ght.

You are aware that the propane facility,
there is a lease on that facility?

M5. SCHWARZER:  (bj ecti on.

Irrel evant.

MR. MJULLEN. There's an inplicit cost
associated with that, and I"'mjust trying to
get a -- make sure we have a appl es-to-appl es
conpari son.

The anount - -

PRESI DI NG CHAI RPERSON BAI LEY: M.
Frink, hang on a second. |'mthinking about
it.

Ms. Schwar zer, can you flush out
your objection a little bit nore?

M5. SCHWARZER: Sure. |'m objecting
because the figures are based upon information
provi ded by the Conpany in its filing, and

those figures probably include many things that
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weren't subject to extensive discussion or
representation. | don't believe discussing a
particul ar aspect of that figure which was
taken fromthe Conpany's filing is rel evant.

PRESI DI NG CHAI RPERSON BAI LEY: Wi ch
figure are we tal ki ng about agai n?

M5. SCHWARZER: | believe we're
tal ki ng about the Conpany-filed information
conparing the CNG costs with the air propane
costs. And so that infornmation was used by M.
Frink in his testinony. Wether or not the
Conpany's nunbers accounted for buying | and or
a facility or a particular contract is really
not relevant to this cost of gas proceeding.

PRESI DI NG CHAI RPERSON BAI LEY: M.
Mul | en.

MR MJLLEN: Were I'mgoing with
this leads into M. Frink's testinony on the
next page of his testinony, where he tal ks
about potential refunds of increnental costs of
CNG as conpared to propane. So I'mtrying to
make sure that the various factors are taken
i nto account as sonebody | ooks ahead down t he

road, because M. Frink's testinony says this
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can soneti nes take many years before you get to
a positive return, but then you can | ook back
afterwards. So | want to nake sure that people
are aware that there are other costs out there,
and if you want to | ook at the increnental cost
of one compdity conpared to another, then al

t hi ngs are taken into account.

PRESI DI NG CHAI RPERSON BAI LEY: Can
you ask himto -- can you maybe rephrase your
question to ask himto assune a hypot hetical ?

MR, MJULLEN:  Sure.

MR KREIS: | would just say for the
record that | join Staff's objection. This is
not relevant to the current proceeding. |
asked M. Frink about his reference to
"prudence,"” and he confirnmed that it isn't
really germane to the decision that you're
bei ng asked to make today. |It's not gernmane to
anything that the Staff is asking you to do or
that the OCA is asking you to do. These
questions are relevant to sone future
proceedi ng, potentially. And so it is
essentially a distraction here. And, you know,

just | ooking ahead to the three exhibits that
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t he Conpany has marked for identification,

they're extracts from a purchase-and-sal e

agreenent that the Comm ssion approved back in

2014 or 2015. But they're just parts of that

overall agreenent. And |I'mjust concerned that

we're going down a bit of a rabbit hole here.
(O f-the-record di scussi on between
Conmi ssi oners.)

PRESI DI NG CHAI RPERSON BAI LEY: Al
right. W're going to take a 10-m nute recess
and we' || be back.

(Brief recess taken at 11:09 a. m,
and the hearing resuned at 11:32 a.m)

PRESI DI NG CHAI RPERSON BAI LEY: Al
right. 1'mgoing to rem nd everybody once
again that we have not nade a prudency
determ nation on this conversion, and we are
not nmaking it in this case. Wth that, I'm
going to overrule the objection and all ow you
to ask your questions and give the infornmation
t he weight that it deserves.

MR. MULLEN: Thank you.

PRESI DI NG CHAI RPERSON BAI LEY:  You

may proceed.
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BY MR MJILLEN:

Q

A

o > O >

> O >» O >

M. Frink, were you involved in the

pr oceedi ng where Liberty acquired Keene?
Yes, | was.

And that was Docket DG 14-155?

Yes.

Do you recall fromthat proceeding that the
prior owner of Keene, |berdrola, prepaid a

| ease on the propane facility?

| do.

And that had a fixed term correct?

Yes.

Do you recall the | ength?

It was 12 years and with the option to renew
for three additional years.

Correct. So Liberty has to plan for the
term nation of that |ease; correct?

That |l ease will termnate. | don't know if
once it's up they couldn't enter into a new
| ease or purchase a facility. But anyway...
But you woul d agree that that's sonething

t hat the Conpany has to plan for as it | ooks
down the road.

Yes.
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And if you look at -- | think Exhibit 4 was
only discussing the paynent. And it's
redacted, but it's not necessary to know the
anmount . Exhi bit 5 -- excuse ne. Exhi bit 5,
if you turn to what's nmarked as Page 3 of the
docunent at the bottom there's also a Bates
nunber of 96.

' mthere.

If you'd go to Section 5 in that docunent.
Term yeah.

If you read that section, is it correct to
say that -- and this docunment dates from
1998. Is it correct to say that at that

tinme, even that owner was | ooking for either
an alternative site or an alternative supply?

(Wtness revi ews docunent.)

M5, SCHWARZER: l'"'msorry. Just to
the extent this calls for a | egal concl usion,
t he docunent speaks for itself | think.

MR MJULLEN: |'mjust going by the
words on the docunent.

PRESI DI NG CHAI RPERSON BAI LEY: And

are you asking himto agree that that's what

57
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t he words say?
MR MJULLEN: Yes.
PRESI DI NG CHAI RPERSON BAI LEY: I
t hi nk he can answer that question.
So they could find an alternative site. This

allows themto find an alternative site.

BY MR MJILLEN:

Q

And if you turn to Exhibit 6, Page 3 of that
docunent, which has a Bates nunber of 64.
Ckay.

Section 5 1 think discusses, in Part A, the
12-year termyou tal ked about, and in Part B,
the three one-year potential renewals;
correct?

It does, yeah.

And those renewal s have a certain cost
associated with them for years, what did they
say, 14, 15 and 16; correct?

Yes.

So wwth the current | ease that was prepaid by
an owner, inplicitly that neans that there is
al so a | ease cost associated with the pl ant
now, it was just paid by the prior owner;

correct?

58
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M5. SCHWARZER: (bjection. |I'm
sorry. | see the docunent, and certainly M.
Frink can read the docunment. | don't know

about the support for an "inplicit" concl usion.

PRESI DI NG CHAI RPERSON BAI LEY: M.
Mul I en, are you asking himto get into sonebody
el se's head or understand an agreenent that

sonebody el se nade?

MR MJILLEN: No. | think, actually,
if | can refer back to Section 3, | think it --
M5. SCHWARZER: |'msorry. Section 3

of this docunent?

MR, MJULLEN: Correct.
Havi ng been involved in that proceeding, |
know there was a settl enent reached between
| berdrola and the owners of the plant, and
there was a paynent made. And part of that
settlenent included essentially 12 years of

rent-free use of the plant.

BY MR MJILLEN:

Q
A

Rent free by whon?
By | berdrola. WlII, whoever the owner --
whoever they assigned it to or sold it to.

If they kept it, it would have been t hem
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Q Is it correct that Section 3 says the buyer
has prepaid the agreed consideration -- I'm
paraphrasing -- for the initial 12-year term

of this supply agreenent?

A Yes, it does say the buyer has prepaid in

full the agreed consideration to be paid by
the buyer to seller for use of the property,
i ncluding all structures and equi pment
t her eon.

Q So there is really a cost associated with
t hat .

A. That's what it reads.

Q Ckay. So this goes back to ny discussion of
I ncrenental costs before. So, even if you
| ook at the three-year renewals at the end
which were in Section 5 -- and those were

bet ween $71, 300 and $75, 600; correct?

A Yes.
Q So, even if we got to those years, if you
assune that an average cost will be $75, 000,

that would add to --
M5. SCHWARZER: ' msorry. Average
cost of what?

MR. MJULLEN. Average annual | ease
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cost .

M5. SCHWARZER: For this property?

MR, MJLLEN: In accordance with --
' m 1l ooking at Section 5 here.

M5. SCHWARZER: So you're asking him
to assune that the average annual | ease cost is
$75, 000?

MR MJULLEN: Yes.

PRESI DI NG CHAI RPERSON BAI LEY: Wat's
t he purpose of that question? 1Is it that if
the Comm ssion ultimately finds that the
deci sion to convert was inmprudent and we're
back di scussi ng whet her custonmers shoul d be
refunded, the argunent would be that this | ease
cost shoul d be taken into account?

MR, MJILLEN: Yes.

PRESI DI NG CHAI RPERSON BAI LEY: Ckay.
| think that's goi ng beyond what we need to do
today. You can argue that when we get to that
proceeding, if we ever do. Could you nove on
pl ease.

MR, MJULLEN:  Sure.

BY MR MJILLEN:

Q Al so, before the Conpany does any furt her
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conversion in Keene, is it correct that the
Commi ssion has already ruled that any such

pl ans have to get approval by the Comm ssion
before we go forward?

If I recall correctly, there's a risk-sharing
mechani sm And you can go ahead and -- under
the risk-sharing mechanism the Conpany woul d
be subject to -- they could make the

i nvestnents, but they nay not get to recover
t hose i nvestnents under the risk-sharing
mechani sm

Are you fam liar Docket 17-0687?

17-068 or 17-048?

17-048 - -

The rate case.

-- EnergyNorth's last distribution rate case.
Yeah.

17-068 was the docket where the Conmm ssion
rul ed about whether we had the authority to
provi de natural gas.

Ch, the declaratory ruling, yes.

Yes. |In that proceeding, the Comm ssion has
a lot of reporting requirenents. And is it

correct that before we do any conversi on, we
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have to submt information to the Safety

D vi si on?

Yes.

The Safety Division has to approve, and the
Comm ssion has to approve the Safety

Di vi sion's approval ?

That's for -- nmy understanding is that is to
ensure the safe operation, that your
operating nanuals will accommopdate that,
simlar to when you did the conversion. |
don't think that's a prudency finding, it's
just a safety issue.
The Conpany has to file financial forecasts
and DCF anal yses; correct?
Yes, it does.
So | guess I'mjust trying to understand,
with all of those filings and all those
approval s required, how we mght get to a
situation that you reference in your
testi nony where the Conmm ssion m ght actually
find that it was inprudent to do so.

M5. SCHWARZER: (bjection. Are you
asking himto assunme that because there's

financial infornmation that's filed, there's an
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implicit prudency finding?
MR MJULLEN. I'mtrying to understand

his testinony, and I'mtrying understand from a
Conmpany perspective how we could get to a point
that M. Frink references in his testinony
about if the Conm ssion later finds it was
I mprudent to do conversion, because | woul d
think that if we made a filing to go forward
and to convert certain parts of the system and
t he Comm ssion | ooked at it and said don't do
it, I"'mtrying to understand how we coul d get
to the situation that's in M. Frink's
t esti nony.

A Well, first, it doesn't have to be Staff that
coul d take that position. Any party could
take that position that it was inprudent.
You can -- the Conpany can invest. They've
al ready invested in a conversion that the
Rate Order 26, 122 said that the conversion
was not part of the -- it was not for safety
and reliability. 1t's all part of the
conversion cost. So the Conpany has gone
ahead and started their conversion from

propane to CNG. But there's never been a
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finding that that was a prudent deci sion.
And t he Conpany could go on and do Phase |
W t hout prior approval, other than they'd
have to satisfy Safety that it's being done
safely. They're going to have to file DCF
anal ysis. But that doesn't require any kind
of, other than the safety aspect, Conm ssion
approval, not the financial piece of it.

Q Well, I'Il let the Conmmi ssion's orders in

17-068 speak for thensel ves on that.

A Sure.
MR. MJULLEN:. | have nothing further
PRESI DI NG CHAI RPERSON BAI LEY: Al
right. Conm ssioner G aino.

QUESTI ONS BY COW SSI ONER G Al MO

Q M. Frink, Comm ssioner Bailey parsed out the
fact that there were over-billings and they
were done through the -- they were done as a

result of the tariff heat rate that was in
effect. And then in the conversati on you had
wth M. Millen, you said that there was no
way to retroactively apply that heat rate.

A. So, first, they're incorrect billings, in

that it could have been higher or lower. So
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t hey nmay not have been over-billed; it could
have been under-billed. And the heat content
as nmeasured com ng out of the plant is part
of the conversion to natural gas. They put

i n new equi pnent that woul d neasure the heat

content for the gas and the propane and then

start -- and again, the billing system now
allows themto apply that to the bill. But
t hey were always paying the price -- all the

gas that was used in Keene was billed out to
custonmers, and sone overpaid and sone
probabl y under pai d based on the heat content.
But basically the unaccounted piece was just
part of the rate.

Q I just want to nmake sure | understand it.
There's no way to reconcile this.

A There's no way to reconcile it unless the
Conpany has records of the heat content for
every day of dispatch going back in tinme, and
| don't think they do.

Q And if they did, do you, given your
expertise, think that woul d probably just be
di mninmus or negligible?

A It would be di m ninus and expensive to
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cal cul at e.

Ckay. Thank you.

QUESTI ONS BY PRESI DI NG CHAI RPERSON BAI LEY:

Q

M. Frink, is it a foregone concl usion that
the Conpany -- it's inpossible for the
Conpany to renegotiate a | ease for the

exi sting propane plant?

No, that's not a foregone concl usion.

Ckay. Is it possible that the Conpany has
other alternatives to address that issue and
t he issue of how it should serve its
custoners in the future?

Yes.

Did you hear the Conpany's wtness testify

t hat the Comm ssion has approved the
conver si on?

| heard that, yes.

Do you agree with that?

The Conpany [sic] approved the Conpany's

pl ans on how t hey woul d i npl enent the
conversion. So, again, it cones down to the
Conmpany -- the Conm ssion determ ned that
they could safely operate a natural gas

facility to serve the Monadnock market pl ace.
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[WITNESS: Frink]

So that's what the Conmm ssion approved. The
Commi ssion did not make a prudency findi ng
regardi ng the economcs of it, but they did
give themthe go-ahead to, froma safety
per spective, go ahead and do it if they
want ed.

The Conm ssion approved that the facility
that they had install ed was now adequately
safe.

In their operating manual s, yes.

Ckay. Al right. Thank you.

PRESI DI NG CHAI RPERSON BAI LEY: Ms.
Schwar zer, do you have any redirect?

M5. SCHWARZER: | don't. Thank you,
Conmmi ssi oner Bail ey.

PRESI DI NG CHAI RPERSON BAI LEY: Ckay.
All right. Thank you for your testinony.
You' re excused.

(Wtness excused.)

PRESI DI NG CHAI RPERSON BAI LEY: I
think with that we will nove on to -- oh, we
have to deci de about the exhibits.

| don't think that Exhibit 4 was

used, so | don't think that we need to strike

68
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that for I.D. | think we will strike for
|.D. Exhibits 5 and 6, and 1, 2, 3, 7, 8 and
9, and we will give Exhibits 5 and 6 the
wei ght they deserve. Wth that, we'll close
t he record and take closing statenents.

M. Kreis, you want to start us
of f?

CLOSI NG STATEMENTS

MR KREIS: Thank you. | will just
say briefly that | believe that the Comm ssion
should do as recommended by the Staff, as
comuni cated by M. Frink in his |earned,
prefiled, witten direct testinony. H's
reconmendation is that you approve the
Conmpany's cost of gas filing in this docket,
w th the caveat that incremental CNG costs are
subject to refund if the Comm ssion determ nes
that the Liberty-Keene conversion to conpressed
natural gas is inprudent. That's all | have to
say.

PRESI DI NG CHAI RPERSON BAI LEY: Ms.
Schwar zer .

M5. SCHWARZER: Thank you. This is

the first wwnter period in which Liberty-Keene
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w Il be serving sone custoners with CNG Staff
has reviewed Li berty-Keene's cost of gas filing
as revised on Cctober 17th, 2019, and as
hi ghlighted i n changes in Exhibit 9, and
recommends that the Conmm ssion conditionally
approve the proposed rates, wth the
understanding that if the Comm ssion ultimtely
finds the conversion of the Keene systemto
natural gas was inprudent, then the increnental
costs of that conversion recovered through the
cost of gas should be subject to refund. In
order to determ ne CNG supply savings and
costs, Liberty-Keene should track actual CNG
costs, conpare it to what the costs woul d have
been i f propane had been purchased, and report
the results in its sumer and w nter cost of
gas reconciliations.

The Comm ssion Audit Staff issued
its final report on its review of the 2018
2019 period cost of gas reconciliation and
identified one issue. But in a subsequent
meno, the Audit Staff stated that the matter
had been addressed and was no | onger an

I ssue. Thank you.
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[WITNESS: Frink]

71

PRESI DI NG CHAI RPERSON BAI LEY: Ms.
Schwar zer, | have a question for you. |If the
cost of CNG goes bel ow the cost of propane, and
t he Conpany |l owers the cost or has to account
for that in reconciliation, would it nake
sense, if the Comm ssion determ ned that the
conversi on was not prudent, to then charge
custonmers nore to make up that difference?

M5. SCHWARZER: | don't think I
under st and your question. |I'msorry. |If the
overall cost of CNG over whatever period of
tinme it takes to expand or devel op the busi ness
that they're devel oping now were to result in a
cost that's lower than the air propane cost,
then | would i magi ne, assumng all costs are
accounted for, that that woul d have been a
prudent investnent. Does that answer your
question? Subject to you -- | nean, it's your
decision. But it certainly would be useful
were CNG to develop and result in a | ower cost
to the custoners in Liberty Keene's area.

PRESI DI NG CHAI RPERSON BAI LEY: Ckay.
Thank you.

M. Millen.

{DG 19- 153} [ W NTER 2019/ 2020 COG FI LI NG { 10- 22- 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
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MR. MJULLEN. Thank you. The Conpany
requests that the Conm ssion approve the cost
of gas rate and the FPOrate as filed and as
subsequently revised, including the tariff
pages that include the changes to the LDAC

Regar di ng t he whol e di scussi on
about prudence and all that, the Conpany
doesn't believe that the Conm ssion, you
know, needs to put us on notice of anything
there. And in terns of, you know, the
i ncrenmental supply costs, as we were trying
to discuss today, there's sone other things
that go into that. And if it's a natter of
just conparing one commbdity to the other,
that's one thing, but if there are other
costs associated, | think those are things
that would all need to be taken into account
down the road. But the Conpany is confident
that we won't get there. Thank you.

PRESI DI NG CHAI RPERSON BAI LEY: Al
right. Wth that, we will adjourn the hearing
and take the matter under advi senent and issue
an order as quickly as possible. Thank you.

(Hearing was adjourned at 11:56 a.m)
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