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PROCEEDI NG

CHAI RMAN GOLDNER: Good norning. |'m
Chai rman Dan Gol dner, and |I'm here with Chairnman
Chat t opadhyay.

This is the prehearing conference for
Docket No. DE 24-073. The Conmm ssion's review
proceedi ng pertaining to the Ofice of the Consumner
Advocate's petition to investigate Liberty Uilities'
al | eged nonconpliance with respect to its vegetation
managenent obligation that were outlined in DE 19-064,
via Order No. 26,376, June 30th, 2020.

The OCA filed this petition on My
10t h, 2024. This prehearing conference is being held
pursuant to the order of notice issued by the
Comm ssion on June 18th, 2024. The OCA filed its
affidavit of publication on June 28th, 2024. The New
Hanpshire Departnment of Energy filed a notice of
appearance on June 24th, 2024, in a prelimnary
position statenent on August 13th, 2024. There have
been no petitions to intervene in this matter.

Bef ore we take appearances, | would
li ke to wel come our court reporter, Nancy Theroux, and

offer the followi ng framework for today's proceeding.
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| would invite the OCA the Conpany, and the DCE to
make opening statenents. As a part of these opening
statenents, | would ask that the parties address the
followi ng prelimnary questions:

One, what woul d be the appropriate
renmedy for ratepayers if the Comm ssion does, in fact,
find that the Conpany is in breach of the settlenent?

Two, why isn't this nmatter being
considered as a part of the Liberty 2023 rate case?

And, three, if this matter proceeds as
its own investigation docket, what type of procedura
schedul e, discovery period, do the parties anticipate?

Fol l owi ng the statenents of position,
we may have sone additional prelimnary questions for
the parties. First, I'lIl just ask if there are any
obj ections to this approach.

Ckay. Seeing none, would the parties
li ke a short break to review the questions that |
posed or proceed straight to openi ng statenents?

MR. SHEEHAN. No request from us.

MR. CROUSE: No request fromthe OCA

MR. DEXTER: Excuse ne, none fromthe

Depart nent .
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CHAI RMAN GOLDNER: Thank you. In that
case, let us proceed with opening beginning with the
Ofice -- with appearances rather, beginning with the
Ofice of the Consuner Advocate.

MR. CROUSE: (Good norni ng,

Comm ssioners. M nane is Mchael Crouse, staff
attorney for the OCA, representing residential
ratepayers in this matter. Joining ne today is our
Director of Rate and Market Policy, Chuck Underhill.

CHAI RMAN GOLDNER:  Very good.

The New Hanpshire Departnent of Energy?

MR. DEXTER: Good norni ng,

M. Chairman, Comm ssioner. M nane is Paul Dexter,
appearing on behalf of the Departnment of Energy. |'m
joined by co-counsel, Marie-Helene Bailinson, and
utility analyst, Jay Dudl ey.

CHAl RVAN GOLDNER:  Very good. And
Liberty Utilities?

MR. SHEEHAN. Good nor ni ng,

Comm ssioners. M ke Sheehan for Liberty Uilities,
Granite State Electric Corp., and with ne is Heat her
G een, our manager of the vegetation nanagenent

prograns.

AVICORE Reporting & Video
15 Congtitution Drive, Suite 1A, Bedford, NH 03110 * (603) 666-4100




10

11

12

13

14

15

16

17

18

19

20

21

22

23

CHAI RMAN GOLDNER: Very good. And so,
at this time, we can nove to the statements of initial
position in responses to our questions, beginning with
the O fice of Consuner Advocate.

MR. CROUSE: Thank you. The OCA
mai ntains the Comm ssion is the appropriate entity to
carry out this investigation and has the jurisdiction
to address this rate issue. The OCA appreciates the
Departnent's position statenent affirmng the OCA' s
petition as far as the Commission is the appropriate
body and that the Departnent should be an active
participant in this investigation.

The OCA has nmaintained its position
since the DE 24-044 vegetation docket and carried
forward with this petition to initiate an
investigation to hold Liberty Utilities accountable to
the settlenment terns found in the DE 19-064 Settl enent
Agr eenent .

To address the Conm ssion's concerns,
guestions on the procedural matter, the parties have
had sone brief prelimnary discussions.

Wth perm ssion to approach the bench,

| can share what |'ve circulated with the parties and
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t hen share sone of the comments that we've had.

CHAI RMAN GOLDNER: Pl ease do.

MR CROUSE: |'mjust noting that |
have sone extra copi es should anyone el se need any.

The OCA has circulated this draft
procedural schedule |ast week with discussion held
bet ween the Departnent of Energy and also in
consultation with Liberty Uilities. The OCA is
drawi ng inspiration and drawing parallels from Docket
No. DG 11-196, specifically Order No. 25,296. This is
a docket that took place back in 2011, but we have a
Comm ssi on order addressing in that docket Unitil, who
was sel f-inposing certain performance netrics pursuant
to a Settlenment Agreenent that the staff of the
Comm ssion, at that tinme, advocated for -- pardon ne
-- advocated for the Comm ssion to hold Unitil
conpliant, as well as issue civil penalties for the
nonconpl i ance of those self-inposed netrics. |In that
docket, the parties agreed to do a stipulation of
facts, had an exchange round of discovery and
t esti nony.

Specifically, on Page 2 of Order

No. 25,296, it discusses that while the Petitioner
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bears the burden of proof to establish its claim the
ultimate burden of proof falls upon the subject
utility to denonstrate its conpliance wth the

Comm ssion order. That is consistent with RSA 365: 23,
which states that the utility and its agents nust do
everything necessary and proper to conply with

Comm ssi on orders.

In response to the procedural schedul e
that's been circulated, Liberty Uilities has
indicated that it would like to explore the option of
the stipulation of facts and then discuss a briefing
of renedies.

The OCA is not opposed to that process,
but the OCA would seek clarification fromLiberty
Uilities as to whether or not that contenplates a
hearing should be held follow ng the briefing of
renedies. So the OCA believes that initially
addresses the Comm ssion's initial concerns, and we'l|l
nove to its opening statenents.

As indicated at the start, the OCA is
seeking an investigation to hold Liberty Uilities
subject to the terns it agreed to in the 19-064

Settl enent Agreenent. That agreenent contenpl ates a
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four-year trimcycle where Liberty Uilities shall not
recover in excess of 2.42 mllion dollars from
ratepayers for any reason.

W have heard a response fromLiberty
Utilities back in the DE 24-044 docket that should the
Comm ssion hold Liberty accountable to its perfornmance
nmetrics, that it would result in a taking.

The OCA agrees with the Departnent that
there woul d be no such taking, holding Liberty
Utilities conpliant as is outlined in our petition.

Secondly, the OCA recogni zes that while
there's an issue of nonconpliance, it should be broken
down in two issues. First, the OCA believes that not
only shoul d Li berty sharehol ders, who are at | east not
its ratepayers, should be responsible for that backl og
of approximately 242 mles, but, additionally, that
pursuant to RSA 365:41 and RSA 365:42, that the
subject utility, Liberty, should be fined $250, 000,
and Liberty's CEQ Chris Hutchinson, should be find
$10, 000.

That's consistent with RSA 365: 23, once
again, holding that Liberty and its agent should do

everyt hing necessary and proper to conply with the
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Comm ssi on order.

In the OCA's petition, we have
referenced nultiple dockets since the 2019 Settl enent
Agreenent from 19-064, which contenplates that Liberty
is not conformng to a four-year trimcycle, cites
that Liberty has sworn testinony stating that it was
in the best interests of its custoners, its
di stribution system and the conpany's interest to pay
t hat excess anount. | can provide the cite in our
petition for that, if needed.

The OCA is seeking accountability and
beli eves that a show cause proceeding is the best way
to go forward, but is open to briefing renedies that's
appropriate in this docket.

Thank you.

CHAI RMAN GOLDNER: Ckay. Let's nove to
t he New Hanpshire Departnent of Energy.

MR. DEXTER: Good norni ng,

M. Chairman.

The Departnent of Energy sunmarized its
position in this case in its August 13th comment, and
| can hit a few highlights here. W don't think

there's any controversy or doubt in this case that the

AVICORE Reporting & Video
15 Congtitution Drive, Suite 1A, Bedford, NH 03110 * (603) 666-4100



10

11

12

13

14

15

16

17

18

19

20

21

22

23

11

terms of the settlenent that was reached in Liberty's
| ast rate case, DE 19-164, have not been conplied
wth., W laid out the nunber of mles that needed to
be trimred in order for Liberty to conply with its
agreenent and the costs that they've spent in the
letter. | won't repeat those nunbers here. But what
is clear is that Liberty has collected the full anpunt
fromits custoners that it was allowed to coll ect
under the 19-164 settlenment and has not trinmed the
nunber of mles of trees it had agreed to.

We pointed out that Liberty hasn't
collected nore in the years that they spent nore; and
in the years that they spent |ess, they received
perm ssion to carry forward those under-spendings into
future years, so that, froma revenue perspective, we
don't have any problemw th Liberty's performance, in
that the custoners have been afforded the protections
provided by the rate recovery cap fromthe 19-064
settl enment.

The issue with respect to veg.
managenent fromthe Departnent's concern is the fact
that the actual nunber of mles to be trinmed weren't

trimmed, and that has led to a backl og.
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And we -- we pointed out this issue as
far back as 2022; that we were concerned about the
backl og, and at that tine, in that case and in the
subsequent interimcases, it's been established that

custoners haven't been charged for working off that

backl og.

This case is primarily, as we see it, a
rate issue. In other words, who pays, either
through -- if utility conpanies are to pay for this

backl og, that would be through rates; and if they're
not, those costs woul d be excluded fromrates.

This issue did cone up in DE 039. That
was one of the questions you had at the outset. That
woul d be an appropriate place to address the backl og
that has built up over the last four years. And, in
fact, Liberty nmade a proposal in its case to address
t he backl og.

The Departnent of Energy, through the
testinony of M. Dudley and our consultants, RCG had
a counterproposal, if you will, or a counterplan for
addressing that backlog at a | ower cost than Liberty
had proposed, and that woul d have been decided in DE

039, either through settlenment or through litigation.
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However, as the OCA pointed out when
they filed this petition, that case has been, [|'I|
say, put on hold for reasons conpletely unrelated to
veget ati on managenent, and, therefore, that issue, if
it is to be addressed in DE 039, wouldn't happen for
several years.

Now, we, the parties in this room and
others, have told you that we are working towards a
settlenent in that rate case. | don't want to go into
the details of that, but that settlenment would be sort
of a short-termresolution of that docket on a gl oba
basis, wthout getting into the various, you know,
hundreds of issues that were raised in that case, so |
woul dn't | ook towards any forthcom ng settl enent as
any sort of resolution to this dispute for the tine
period of the settlenent.

And, you know, if that settlenent cones
together and if it's approved, this issue of backl og
will likely get noved to the next rate case when that
conmes in. Therefore, we support the OCA s petition
goi ng forward.

And | think that one way to | ook at

this is, you know, the rate case, had it been
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conpl eted or the next rate case, will be sort of a
forward-1 ooki ng proceedi ng; whereas, the OCA' s
petition is focusing on the last three to four years
during the settlenent period of the |ast case.

Qur primary concern is that ratepayers
not be asked to pay for this backlog. W believe
that's a rate case issue.

As for the civil penalties that the OCA
has nenti oned today, those statutes certainly appear
on us to be in play. | don't think we are here today
with a position on whether or not the Conpany shoul d
be subject to a penalty or what that penalty m ght be,
but that certainly seens to be an appropriate statute
to look at in this context, as the OCA has st at ed.

As for what schedul e we woul d proceed
upon, | -- we look primarily to the OCA and Liberty to
wor k that schedule out, and we will chinme in with
conflicts or whatever, but we are not going to be the
driving force in the schedule in this case.

So, in summary, we generally are
supportive of the OCA's position. It highlights an
i ssue that we ourselves have been highlighting for a

coupl e of years now. And we think this interimcase,
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you know, while the current rate case is addressed or
the next rate case cones along, is a good way to nove
forward on this veg. managenent issue. Thank you

CHAl RVAN GOLDNER:  Thank you. We'l|
turn now to Liberty.

MR. SHEEHAN: Thank you. |'Il start
wi th an openi ng statenent and then address your
guesti ons.

The position of the OCA and t he DCE
conpl etely ignore context. And the context is as
follows: In 2006, there was a Settlenent Agreenent in
a rate case that set up the veg. managenent plan as we
know it, and that was to put a certain anount of
dollars in base rates that woul d be spent on veg.
managenent, and then any dol |l ars above that anount
woul d be treated |ike a reconciling nmechanism The
t hought being that we always spend that anount in
these rates on veg. nmanagenent. It has al ways been --
it's always been over that anmount, so it's safe to
enbed that in distribution rates.

And then, to use pretend nunbers,

100, 000 over that, that we would spend -- would be

covered through adjustnents. And sone years, if we
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spend under, that would be going forward. |f we spend
nore, we would collect it.

Never has veg. nmanagenent been a --
ot her than a passthrough cost. |It's always been
treated as a passthrough cost, with the distinction
being, for sonme reason, it was put in distrubution
rates rather than kept separate, |ike the cost of gas
or the like. But it was always treated as a
passt hrough cost reconciling to the noney actually
spent, beginning in '06.

In 2014, the Comm ssion passed new
electrical rules. And one of the rules, Puc 307. 10,
changed the width of the corridor that we had to trim
It said, as of 2014, that we had to be -- | always
forget the nunbers -- we had to be eight feet sideways
on the wres.

Granite State Electric historically had
al ways mai ntained a six-foot-wide corridor. So the
nmonent that rule was passed, we were not conpliant
because of our roughly 900 mles of lines, 80 or 90
percent of them have trees. And so we had ei ght or
900 mles of trees that were six feet, and the rules

sai d eight feet.
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Now, the rationale of the rule was the
ot her conpanies traditionally had eight feet -- an
ei ght-foot corridor, so it put into rules what was in
pl ace.

So from day one, everyone knew we were not in
conpliance. And fromday one, we were trying to chip
away at that backlog of a six-foot corridor. And as
you can imagine, it sounds like only two feet, but if
that corridor had been growing for a hundred years to
get that two feet, you're cutting down big trees, and
it's very expensive. |It's not sinply shaving the edge
of the existing corridor.

So all of the veg. managenent filings
begi nning in 2014, that was on the table. W are
behi nd, and here's how we're going to work to try to
catch up

Now, the other piece involved with all
the veg. nmanagenent filings is the dollars that we
were allowed to spend, and it was al ways a budget. W
had X dollars to spend on veg. nanagenent. Never was
the Conpany told to do X work, and if you can do it
for less, you keep the noney; and if you do it for

nore, you have to eat the dollars, which is the
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typical -- which is what they're arguing today. It
had al ways been a reconciling nunber.

So, nore recently, with Ms. Geen
running the program every year we would file what she
call ed an ideal budget. And that budget would say, if
you want nme to do the work that the rule requires and
that the four-year or five-year trimcycle requires,
or to catch up on the hazards, the big trees that were
| eft over, | need X doll ars.

And t hat nunber never was approved. So
we woul d say the ideal budget is 4 mllion. Nowthe
rates allow for 2.4 mllion, whatever the delta was.
So every tine we would say that, here's what we need
to catch up, enbedded in rates was the smaller nunber.
W woul d max out the -- whatever overage we coul d do,
and we would do the work we could with the smaller
dol I ar anmount, and that was approved year after year.

So, again, using hypothetical nunbers,
we need 4 mllion dollars this year. The Settl enent
Agreenent, whether it's the '19 Settl enent Agreenent
or the '16 Settlenment Agreenent, allows for a smaller
anmount of noney. We'Ill spend all that noney and do as

much as we can, but, hey, guys, we're not going to
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catch up, because | need this nuch.

And that has been known by everyone
since 2014.

So you get to the 2019 rate case, which
was settled in 2020, and the | anguage does say the
Conpany will trimto a four-year cycle. The other
part of the Settlenent Agreenent says we get $2.2
mllion plus the 10 percent, so in effect $2.4 mllion
to do the work.

That sinply isn't enough. And the
parties knew it wasn't enough. And in every filing
since, we've proposed the ideal budget, which shows
that we need 3.5 or 4, whatever the nunber is, and we
keep novi ng al ong.

In effect, the Conm ssion and the
parties have been acknow edgi ng that we've been in
conpliance and doing our best to catch up. W al
know that to -- if we, back in 2014, trimed
everything to the eight-foot corridor, it would cost a
huge anount of noney, and no one wanted to do that
either. That's just too expensive. So it's been this
process over tine to chip away at it.

Now, since 2020, there have been two
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other factors that added to the problem One was
Fai r Poi nt, now Consol i dated, used to contribute a
chunk of noney towards this, in the nei ghborhood of a
half a mllion dollars, give or take.

The contract that they had with
Li berty, which goes back to 1980, had a provision that
they could sinply wal k out of the contract. They
could give notice and no | onger have to participate in
t he cost shari ng.

It seens odd now, but that contract was
signed at a tinme when the tel ephone conpany was a
fully regulated utility. Cost recovery was not an
i ssue, so no one thought that anyone woul d ever back
out of that contract. They did. And they had every
right to.

That's an issue | think has been raised
in the petition, and you can certainly | ook at that
and confirmthat FairPoint, now Consolidated, had the
right to termnate their cost sharing.

As an aside, they had different
contracts with the other utilities, and FairPoint did
simlar steps, and ny understanding is that's been in

litigation because their under contract apparently had

AVICORE Reporting & Video
15 Congtitution Drive, Suite 1A, Bedford, NH 03110 * (603) 666-4100



10

11

12

13

14

15

16

17

18

19

20

21

22

23

21

| ess clear | anguage, and | know there's been a | ot of
fight there.

So that happened shortly after the
Settl enent Agreenent, so we lost a half a mllion
dollars. And then you have all heard about the
Cl earWay i ssue, which was a contractor that we hired
to begin --

M5. GREEN. ' 21.

MR. SHEEHAN. -- '21. | think we had
typically signed two-, three-, four-year contracts
with our primary contractor, and begi nni ng January of
2021, we signed with CdearWay. And just C earWay was
a new contractor for us on that cycle trim program
and they had done sonme work for us before. They went
t hrough the process through the RFP qualifications.
We t hought they were good. They started in January of
"21, and within two nonths, they were gone. They
literally wal ked off the job. W are in litigation
wi th them now.

That put us behind further that year,
because we had a contractor |eave who hadn't done nuch
work, and we had to ranp up with a repl acenent

contractor to try to catch up, at a hi gher cost
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because it was the nunber-two bidder who took over, et
cetera.

So those two conbined to nmake the
situation worse, no question. But the situation is
still the sane that -- | guess, there's two ways to
| ook at the Conpany's work. One is we have a budget,
we spend it, get as nuch as we can out of those
dol I ars, period.

O, and this is what the OCA and the
DCE are arguing, you have work you have to do. Here's
the noney to do it. If it costs nore, that's on you.

And our position is that's not what the
Settl| enent Agreenent provided for.

So at the end, we have a Settl enent
Agreenent that does say the Conpany will conplete a
four-year cycle, and in all honesty, we should have
had nore | anguage in there that said we wll do our
best wwth the dollars allowed to us under the
Settl enent Agreenent.

And our legal argunment will be that,
with that Settlenment Agreenent, you have to | ook at
the context as | described. And nothing else in that

Sett| enent Agreenent changed the way that veg.
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managenent had worked in prior years.

So we wal ked out of that Settlenent
Agreenent saying, we have now this many dollars to
spend. We'Il get as much done as we can with those
dol | ars.

The fact that we didn't do all of the work is
because of, A it wasn't enough noney to begin wth;
B, Fairway [sic] pulled sone noney out; C, C earWy
had i ssues. These are all things out of our control.
So | think a request for fines or punishnents or
shar ehol der dollars is not warranted.

So to -- to your questions, the renedy
that -- the OCA filed a petition for an investigation,
and an investigation typically ends with sonme kind of
report; this is what we found.

The Comm ssi on opened an adj udi cative
docket, and now the OCA and DOE are supporting
requests for nore specific renmedies. | guess --
that's easy enough to change. You know, if that's the
route that the parties want to take, they have the
right to request that.

| think the renedy that you shoul d

ultimately cone to is that the -- that we're not -- we
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are in conpliance with the Settl enment Agreenent.

| agree with M. Dexter's description
of the inplication of the existing rate case. Again,
if you look at that testinony, the dollars that we
proposed in that rate case for this work is much, nuch
hi gher than what the rates had been in this, to
illustrate the point, but I would not expect that the
current dispute over past years will be addressed in
any Settlenent Agreenent that we hopefully reach.

As far as a procedural schedul e,
don't think there are many facts in dispute. | think
there's probably a dispute over what we do with those
facts, but, you know, it's all the filings, it's al
the prior veg. managenent reports that we filed, the
orders that cone out of those dockets, Settl enment
Agreenents. So it seens to ne that the best approach
is to start with the parties agreeing to a statenent
of facts and the Conmi ssion to decide in a legal -- |
think the core legal issue is, does the Settl enent
Agreenent say what the OCA alleges it says or what our
interpretation of that is. And once you get past that
hurdle, if you adopt our interpretation, that would

end the case. |f you adopt theirs, then you could
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turn to what's the renmedy that woul d be appropriate.
So with that being sort of a threshold
| egal issue, it seens best to go that route first and
t hen reconvene -- | don't know -- whatever the
Comm ssi on deci des there.
That's all. Thank you.
CHAI RMAN GOLDNER: Ckay. Thank you.
So the Commi ssion will take around ten m nutes, take a
break to confer, and we'll return at quarter of.
(Recess taken.)
CHAI RMAN GOLDNER: Pl ease be seat ed.
Havi ng heard fromthe parties, it
appears that this case has a singular initial
guestion, that question bei ng whether or not the
Conpany is in contenpt of the provision of the vegqg.
managenent requirenents in the 2019 Settl enent
Agr eenent .
If that is the case, the PUC would |i ke
to sinply convert this docket, conparable to the 2011
show cause docket. And | will first ask the OCA, then
the DOE, then the Conpany to weigh in on that
pr oposal .

MR. CROUSE: Thank you, Chairman
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ol dner.

The OCA is fine wth this being
converted to a show cause proceeding. | don't know if
the Comm ssion is intending for the parties to nmake a
closing statenent, but | would have two orders | woul d
like to reference in response to Attorney Sheehan's
narrative, if nowis an appropriate tine.

CHAI RMAN GOLDNER: Pl ease do. W'l
take it now.

MR. CROUSE: |'mdisconcerted by the
narrative Attorney Sheehan has presented to the
Comm ssion. |'mgoing to draw reference to two
Commi ssion orders that add significant context to the
context Attorney Sheehan gl ossed over.

In Docket No. DE 21-138, Tab 17, 35 to
36, you, Chairman CGol dner, had a discussion with
Li berty witness, Christopher Steel. | recite this in
our petition on Page 6, where very specifically we
have sworn testinony fromthe agent of the utility
saying that: |It's the right thing to do for our
custoners, it's the right thing to do for vegetation
managenent, for the safety of our system the safety

of our custoners, linewrkers, and it's inperative to
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do the work. Chairman CGol dner, you just don't
understand, whether it's 100K, 200K, or even 649K
above that 2.42 mllion, that would cone from Conpany
earnings. Those wi tnesses swore that is correct.
This was affirned in Conm ssion Order 26, 624.

The second order that | want to bring
to your attention, Chairnman Gol dner, is Conm ssion
Order 26,620, where Comm ssi oner Chattopadhyay and
Chai rman Gol dner had the di scussion over Consolidated
backi ng out, and ruled that this is not a ratepayer
concern in terns of Liberty being able to collect from
ratepayers due to the joint ownership of those poles.

| think those are two very significant
orders that add context, where Attorney Sheehan
gl ossed over, and | don't feel any synpathy for him
gl ossi ng over those orders. Thank you.

CHAl RVAN GOLDNER:  Thank you, Attorney
Crouse.

I wll nove now to the New Hanpshire
Departnment of Energy. The first question is relative
to the show cause; and the second, please -- please,
al so coment on the OCA's points, if you w sh.

MR. DEXTER. Yes. So as | understand,
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t he show cause proceedi ng woul d address that initial
| egal question that you raised -- that you raised and
that you laid out after the break, and, yes, the
Depart ment woul d be okay proceeding with addressing
that | egal question.
As far as the OCA' s points, the Departnent,

i kewi se, disagrees, obviously -- | think it's obvious
-- with Liberty's interpretation of the settl enent.
W think the settlenment is clear. W think it placed
an obligation on Liberty to do things within a certain
budget, and the fact that the ratepayer cap is
explicitly spelled out, we think, is unanbi guous. But
that's what we'll address in the show cause hearing,
and we' || get previous settlenents and previous
I nstances of settlenent interpretation to support that
position, but we'll take that up during the course of
t he case.

CHAl RVAN GOLDNER:  Thank you, Attorney
Dext er .

And we'll turn now to the Conpany.

MR. SHEEHAN: Thank you. As a utility,
we woul d never want to be on the receiving end of a

show cause hearing. But, as a |lawer, | think that
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probably is the best nechanismto address the issues
that are rai sed.

And, just briefly -- you know, we'll
put this out in filings. But the exanple M. Crouse
just nentioned with M. Steel, that was a situation
where the Conpany know ngly spent nore than the
budget, and, in that one instance, did not seek
recovery of it.

"Il also note that that year, we still
did not neet the | anguage requirenents that were on
it, so it was a situation where, for whatever reason,
that couple -- those dollars were spent, and we knew
that we wouldn't get recovery of it.

Qur position, it sets no precedent, and
it didn't change the fundanental nature of the veg.
managenent. Again, that's sonething I|'msure we wll
be seei ng soon.

CHAl RVAN GOLDNER:  So t hank you

And final question, pending any questions
from Conm ssi oner Chattopadhyay, is a question
addressed to the Departnment. The PUC rul es for
el ectric service are in the final stages of being

permanently split. Puc 307.10 will come under the
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exclusive jurisdiction of the DOE. |s the DCE s
Enforcenent Division ready to provide testinony on the
Six- to eight-feet history and any acconmmobdati ons nade
to the Conpany?

MR. DEXTER: You nean testinony in this

case?

CHAI RVAN GOLDNER:  Yes.

MR. DEXTER: Yeah, but | don't think
they're ready today. | think we could be nade ready.

CHAI RMAN GOLDNER: |I'mreally asking if
you woul d be prepared to address that in the course of
t hi s docket.

MR. DEXTER: The history of the
wi deni ng of -- yeah, of course, the fol ks that were
involved with that are no | onger at the DOE, but we'll
do our best to cone up with the |legislative history
and whatever we have behind the rul emaki ng, but I
don't -- you know, | -- | don't think the rule is
anbi guous at all. W understand that it was a new
rule and that it changed the width of the corridor. |
don't think that's in dispute. But, sure, we'll --
we' Il make avail abl e what ever resources we have if

it's useful to the proceedi ng, sure.
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CHAI RMAN GOLDNER: And you woul d agree
that it's under the jurisdiction of the DCE?

MR DEXTER: Yes, | believe -- let ne
check with ny co-counsel for a second.

Yes, those rul es have not yet been
enacted, the DM 300 rules, but they're in the works
for this fall, and our understanding is that 307.10
will be sonething that falls under the jurisdiction of
t he Departnent, not the Conm ssion.

CHAl RVAN GOLDNER: Ckay. And -- and
just to wap up on that question, would the Departnent
be prepared -- nmaybe rephrasing the question a little
bit -- would the Departnent be prepared to discuss the
accommodati ons that the PUC/ DOE have made to Liberty
in the past years relative to the six- to eight-foot
I ssue?

MR. DEXTER: Yeah. And, again, every
year, as long as | have been here, which is al nost
ni ne years, there has been a VWP plan filing in the
fall and a VMP reconciliation filing in the spring.
And | believe, in the context of this case -- | did a
little bit of that in the letter that we put in for

August 13th. | went through those cases since the
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19-064 settlenent, just to refresh nmy nenory as to
what had gone on.

And | think now, given Liberty's
interpretation of the settlenment and the context that
Attorney Sheehan tal ked about, how this has al ways
been understood as a passthrough, | think those prior
reconciliation and cases are going to have to be
| ooked at to see if he was right.

| don't think so, but | didn't go
beyond the 19-064. For us, the 19-064 settlenent is
crystal clear, and it's contrary to the interpretation
that Liberty has set out.

| am curious about how the 19-064

settl enent conpares to the equivalent settlenent in

2016, so we'll look at that, and we'll | ook at the
veg. managenent cases that fell in under those. And
prior to 2016, I'lIl have to do sone digging, but I

beli eve the process that | got involved in in 2016 had
been in place since the -- | forget which nerger it

is, but | think it was the National Gid -- and |
forget, but |I think 2006 is the -- |I think M. Sheehan
is right; that's when the plan started.

My understanding, fromwhat | was told,

AVICORE Reporting & Video
15 Congtitution Drive, Suite 1A, Bedford, NH 03110 * (603) 666-4100




10

11

12

13

14

15

16

17

18

19

20

21

22

23

33

is that enbedding a certain anount of veg. managenent

in base rates was to address sonme reliability issues

that were occurring in what's now, you know, Liberty's

service territory. At the tinme, Liberty wasn't a
utility then. And | recall that there was a
reliability conponent of that settlenent, both which
were designed to increase the reliability of the
system And every year, there was reporting done on
reliability statistics and spending, and this and

t hat .

So, yes, | believe we will be in a
position to go through all of that history in the
context of this case.

CHAl RVAN GOLDNER: Thank you, Attorney
Dext er .

OCA, any conment on this particul ar
t opi c?

MR CROUSE: | think the OCAis in
alignment wwth the Departnent. W can take a | ook
back and verify what Attorney Sheehan has represented.
But, as the Departnent stated, the 19-064 Settl enent
Agreenent plainly states four-year trimcycle, not to

recover in excess of 2.42 mllion for any reason,
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i ncl udi ng reconciling nechani sns or otherw se, so --

| think it's interesting that Attorney
Sheehan has not cited specific orders, case nunbers,
docket nunbers, that would help to add to the
credibility of this context that he clains. | nean,
it would be useful in ternms of rebutting or drafting
anything in preparation. But we'll certainly do our
due diligence to verify.

CHAl RVAN GOLDNER:  Thank you.

And turning now to Liberty and Attorney
Sheehan.

MR. SHEEHAN. Sure. Al of your orders
and history are in witing, and | didn't think this
was the tinme to nake the citations, but it wll all
bear out.

| think, when you | ook back, you wll
find that the program was established in '06, and the
subsequent rate cases, for the nobst part, just changed
the dollar anount in the enbedded rate, and the
program continues largely as it is.

As far as the rulemaking, | can tel
you we filed comments in the DOE rul emaki ng aski ng

that the Comm ssion -- that the Departnent return to a
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"not less than six-foot corridor” to help address the
i ssue. That hasn't been acted on yet, but we did nmake
that specific request, citing this history of the
Conpany.

The one thing | had left out of ny
statenent before was the taking piece. The theory is
very sinple. The Conm ssion passed a rule requiring
an eight-foot corridor, and the Conpany had to spend
noney to do that. W should be able to recover that
noney. |If we're not provided recovery of the noney to
nmeet the six-foot corridor, that would be a taking.

Simlarly, the order approving the
Settl enent Agreenent said four-year cycle, but the
Comm ssi on should al so nake sure the Conpany gets paid
to conplete the four-year cycle, and we weren't. So
that's the taking, in a sentence.

CHAl RVAN GOLDNER:  kay. Thank you,

Att orney Sheehan.

["1l turn now to Conmm ssi oner
Chat t opadhyay to see if there are any additional
guesti ons.

CVBR. CHATTOPADHYAY: | nmean, if this

is the PUC and then the kind of discussions we are
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havi ng, this docket being converted to show cause and

all of that, I -- so what I'mgoing to share -- it may

be somewhat nopot, but it does matter to nme, when |I'm
going to look at this -- |ook at what happens or
transpires as we nove on.

Just out of curiosity, this 242 mles
backlog, is it, sort of, increasing every year?

And, nunber two, we keep tal king about
the six-feet versus eight-feet issue. How nuch of
that -- you know, the mi ndset we are tal king about,
how much is the six-feet to eight-feet issue still,
you know, creating that problenf

And so this is probably part of the
information that will cone in later, but that's what
am t hi nki ng of right now.

MR. SHEEHAN: |'m happy to give you a

hi gh-1 evel response.

CVSR. CHATTOPADHYAY: | woul d
appreciate it.

MR. SHEEHAN. Ckay. When -- let's
assune we're going -- we have a ten-mle stretch we

are going to work on this week, and it's not been

touched for a while, so it presunably is roughly at
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t he six-foot corridor.

Two t hings happen with the
tree-trimmng contractor. The first is they shave --
will shave the trees. | call it a vertical |awnnower.
They're not cutting big things. They're just trinmng
the trees to try to get the eight feet.

The way the industry works cost-w se
is, if atree is over a certain size, it doesn't fal
into the trinmmng bucket; it falls into a renoval
bucket. And one threshold is four-and-a-half inches,
and another threshold is nine. So the trinm ng
contractor wll get X dollars per mle to shave the
trees. And then for every big enough tree that is
item zed, because it's over four inches or over nine
i nches, then that gets added to the list. So it's
$10,000 for a mle. Plus we had 42 four-inch trees
and 16 six-inch trees, whatever it is. That all gets
added up to the cost.

What's happened is, we haven't had the
noney to do those renovals, they call it, of the
particular trees. So we'll shave, try to get that
ei ght-foot corridor, but we're | eaving behind a bunch

of trees that we should have pulled out but didn't
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have the noney to do so. And that's part of the
renoval that gets referenced in this conversation.

To answer your question, we're doing
our best to get to the eight feet, but we're | eaving a
| ot behind of these bigger trees. And, of course,
they grow, and it becones -- you know, starts to
conmpound.

| don't know if that answers your
guestion, but it gives you a picture of how it works.

CMSR. CHATTOPADHYAY: That's hel pful, |
t hi nk, for now.

The other comment that | have is
really, ultimately, the utility is required to provide
reliable service, and -- | nean, the way | | ook at
rate cases, when you have a line for how nuch noney
woul d be spent on vegetable -- sorry -- vegetation
managenent, it's -- it's -- it doesn't nean that you
don't spend additional noney to nmake sure the system
remai ns reliable.

You know, that's -- so there nmay be
ti mes when you' re spending nore just to ensure that
you have a reliable system So | amstruggling as to

t he point about a passthrough. | nean, is it
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necessarily a passthrough, and |I'mjust going to | eave
it there.

| think what you neant was based --
around the cap, there may be sonme passt hrough, but --

MR. SHEEHAN. Right. | think --

CVSR. CHATTOPADHYAY: Reconciliati on,
that's what you're tal king about.

MR. SHEEHAN:. Right. | think that the
-- the logic behind enbedding X dollars in
distribution rates -- and | don't know this for sure,
so take the caveat, is that | think Unitil fell way
behind inits trinmmng many, nany years ago, and they
di d not have any dollars earmarked for veg.
managenent .

As happens in a business, various
actions conpeting for dollars, and veg. managenent
kept |l osing out, so the noney sinply wasn't being
spent, and there was no trimm ng done.

And the sol ution was, okay, we're going
to give you this nuch in base rates, but it has to be
spent on veg. nmnagenent.

| think that's the genesis for the

structure we have now. And if your base rates are 15
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mllion, two of it has to be veg. managenent. That's
just to nake sure the Conpany doesn't fall behind.

| think that's how we ended up here.
And then the extra is the reconciliation piece.

CVBR. CHATTOPADHYAY: Thank you.

CHAl RVAN GOLDNER:  Ckay. Just one
final question, so I'll address this question to the
Consuner Advocate first.

So the schedul e that you handed us at
t he outset, would you propose any changes to this
proposed schedule if we're converting -- if this is
converted to a show cause?

MR. CROUSE: Thank you for the
opportunity to respond.

When | | ooked at DG 11-196,
referenced the procedural schedul e order referenced at
the start. | can provide that citation again if
needed. But | contenplated that this provided the
fair opportunity for the subject utility, Liberty, to
respond and denonstrate conpliance as a show cause
proceedi ng woul d offer.

And should the parties want sonme sort

of record devel opnment in the instance that a
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stipulation of facts could not be agreed to, or if
agreed to a certain extent, with the need for
testinony, the initial feedback |I've received from
Liberty is that a briefing of renedies m ght be best
appropri ate.

From the perspective of the OCA we're
flexible. W're just looking to hold Liberty
accountable to the performance netrics it willingly
entered into.

Shoul d the Comm ssion think that the
opportunity for discovery and testinony is needed,
that seened to be an appropriate schedul e nodel ed of f
of what happened in DG 11-196, but we're open to
briefing renedies as well.

CHAI RMAN GOLDNER:  Conmi ssi on
Chat t opadhyay, did you want to add sonet hi ng?

CVBR. CHATTOPADHYAY: Since you -- Yyes.
Since you nentioned briefing on renedies, that you're
al so anenable to that -- this is just a mnor coment.
| nmean, it is inpossible that sonmething like this --
this procedural schedul e should have a place for a
settlement date? |I'mjust -- | -- I"'mnot a | awer,

sol'm--
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MR. CROUSE: |If there's an opportunity
for settlenent, | think that could be worked in at any
time, even if it wasn't quite literally included.

This is just a draft prelimnary conversation between
the parties. | don't think, at this tinme, anyone has
agreed to anything formally. |'mjust updating the

Commi ssion on what that prelimnary conversati on woul d

| ook 1ike.
CVSR. CHATTOPADHYAY: Okay. Thank you.
CHAl RVAN GOLDNER: |1l just ask the
sane question of the Departnent. |Is there -- are
there any -- would you propose any nodifications of
the -- this schedule if converting to a show cause?

MR. DEXTER: So | sense fromthe
Conmm ssion's question that you were tal ki ng about our
prelimnary |legal issue, and so | don't know that this
schedul e contenplates the prelimnary | egal issue. So
maybe that's sonething the parties can tal k about,
whet her or not we want to do this legal briefing on
the -- on whether or not, in our view-- in the
various parties' view, whether or not Liberty violated
the Settlenent Agreenent. | understand that to be the

prelimnary issue that you laid out after the break.
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CHAI RMVAN GOLDNER:  Correct.

MR. DEXTER: And so, you know, that's
going to be -- that's going to be a conbination of
| ooking at old orders, |ooking at old perfornmance, and
t hen, you know, putting together an argunent. All of
that information is probably available, although it's
going to take sone tinme to go through the various past
cases and settlenents.

So | guess if | were starting from
scratch and we were going to address that question
first, | mght |leave a |long period of tine, you know,
bet ween today and when that argunent would be -- would
be | aid out.

And then -- and, yeah, | guess |I'd want
to talk to the parties about that, in [ight of what
we' ve | earned today, whether or not it's appropriate
to just deal with this w thout discovery and testinony
and just go right to what's, essentially, a brief on
the key issue, and then figure out where we go from
there after.

CHAI RVAN GOLDNER: That nmkes sense.
Wul d you -- could you suggest a period of tine that

woul d be appropriate for addressing that prelimnary
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I ssue?

MR. DEXTER: Ch, | think six to eight
weeks woul d be hel pful.

CHAl RVAN GOLDNER: Okay. Okay. Let's
turn to the Conpany for any comments relative to a
schedul e.

MR. SHEEHAN: | generally agree with
what M. Dexter just said.

CHAl RVAN GOLDNER:  Okay. OCA, just to
conpl ete the circle?

MR. CROUSE: The OCA is anenable to
Paul Dexter's suggestion.

CHAI RMAN GOLDNER: Ckay. Thank you.
Al right. 1'Il just check nowto see if there's
anything else we need to cover today. Ckay.

Seei ng none, the Conmm ssion wll issue
a prehearing order in the near future regarding the
matters presented today, and thank you.

We are adj our ned.

(Wher eupon, the proceeding

adj ourned at 10:15 a.m)
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