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STATE OF RHODE ISLAND
DIVISION OF PUBLIC UTILITIES AND CARRIERS

In Re: Petition of PPL Corporation, PPL Rhode )
Island Holdings, LLC, National Grid USA, )
and The Narragansett Electric Company for )
Authority to Transfer Ownership of The )
Narragansett Electric Company to PPL )
Rhode Island Holding, LLC and Related )
Approvals )

Docket No. D-21-09

THE ATTORNEY GENERAL OF THE STATE OF RHODE ISLAND’S
POSITION STATEMENT CONCERNING RHODE ISLAND ENERGY’S
PETITION FOR AN ORDER DISCHARGING HOLD HARMLESS OBLIGATIONS

NOW HERE COMES Peter F. Neronha, Attorney General of the State of Rhode Island
(“Attorney General”), and respectfully provides the following Position Statement concerning The
Narragansett Electric Company D/B/A Rhode Island Energy’s (the “Company” or “Rhode Island
Energy”) Petition for Order Discharging Hold Harmless Obligations Pursuant to the Hold
Harmless Implementation Agreement (the “Petition™) filed in the above-captioned matter before
the Division of Public Utilities and Carriers (“Division”).

I Introduction

On February 23, 2022, the Division approved National Grid USA’s sale of The
Narragansett Electric Company to PPL Rhode Island Holdings, LLC. See Division Order No.
24322 (Order 24322). That approval was conditioned on several commitments made by the
Company, including a commitment that: “PPL will hold harmless Rhode Island customers from
any changes to Accumulated Deferred Income Taxes (“ADIT”) as a result of the Transaction.”
(the “Hold Harmless Commitment”). Order 24322 at 257. The Hold Harmless Commitment was
specifically intended to protect ratepayers from increased rates that would have otherwise resulted
from the elimination of the Company’s ADIT (and the resultant lower Company rate base)
following the sale.

Although the title of the Petition may suggest that these proceedings seek a full discharge
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of the Hold Harmless Commitment, in reality, the Company and the Division’s Advocacy Section
are only seeking a determination from the Division that, if properly approved and carried out,
payment of $154,974,636 in six installments to ratepayers in January, February, and March of
2026 and 2027, as set forth in the Petition and underlying settlement agreement, would satisty the
Company’s Hold Harmless Commitment and ensure that ratepayers are kept whole with respect to
this commitment.! The Attorney General realizes the potential value of substantial ratepayer relief
for Rhode Islanders already facing high utility costs, and he does not find the concept of
accelerating this consumer relief by determining a Net Present Value of the Hold Harmless
Commitment and the consideration of potential methods of payment to ratepayers unreasonable.
However, it is imperative to ensure that ratepayers receive the full value of the commitments
secured at the time of the sale.

Absent certainty that ratepayers are being at least made whole, the Division should not find
that the payments contemplated in the Petition and the underlying settlement agreement would
satisfy the Hold Harmless Commitment. Based on the current record before the parties and the
Division, the Attorney General believes that a lower discount rate, more in line with consumer
investment and interest rates, should have been considered. This would be consistent with how
consumer dollars are treated in the Company’s reconciliation filings as well as the real value of
money to the consumers who will receive it, and, as explained below, would likely have resulted
in a higher Net Present Value for the Hold Harmless Commitment, and in turn, higher amounts to

be paid to ratepayers.

! Despite it being explicitly not at issue here, the Attorney General would note that Public Utilities
Commission approval of the proposed payments would likely be required pursuant to the
Commission’s general authority over rates, tariffs, tolls and charges. See R.I. Gen. Laws § 39-1-3.
This would also be consistent with Order 24322, which specifically noted that “the evaluation of all
rate change proposals resides exclusively with the Commission, with input from the Division [and]
[i]ncluding such discussions in Section 39-3-25 reviews [ | inappropriately treads on Commission
jurisdiction[.]” Order 24322 at 288.



II. Facts and Travel

The Petition at issue here was submitted by Rhode Island Energy on June 19, 2025. As
noted above, and as made clear by the Company’s own assertions, the Petition seeks only “very
limited relief” in the form of an “order from the Division that concludes that if the processes and
obligations that are set forth in the hold harmless implementation agreement [agreed to by the
Company and the Division’s Advocacy Section and subsequently attached to the Petition] are
performed and completed, then that would be considered by the Division satisfaction of the
condition [from Order Number] 24322.” Hearing Transcript, In Re: Petition of PPL, July 18,
2025 (“July 18 Trans.”) at 10 (emphasis added).? The referenced ‘implementation agreement’ (the
“Settlement Agreement”) was attached to the Petition and would require payment of $154,974,636
in miscellaneous bill credits over six specifically-proposed months in 2026 and 2027 to satisfy the
Hold Harmless Commitment. See e.g. Petition at 3-6. The Company, PPL Corporation, PPL
Holdings, LLC, and the Division Advocacy Section were all parties to the Settlement Agreement,
which specifically notes that it is “the result of confidential negotiations.” See Petition at Exhibit
A, 9-12.

On July 11, 2025, prior to the assignment of a hearing officer or the issuance of any
procedural schedule, the Attorney General filed a “Motion to Reopen” this docket seeking further
process related to the Petition and its underlying calculations. Later that day, the Division issued
a notice for a hearing on the Petition, which was ultimately held on July 18, 2025. As of the
commencement of the hearings, the entire record in this matter consisted of the Petition itself,
which included an attached copy of the Settlement Agreement.

The Company put on a panel of three witnesses at the July 18, 2025 hearings, and the

Attorney General had an opportunity for cross examination. The Advocacy Section did not put

2 A copy of the Hearing Transcript is attached hereto as Exhibit A.
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forward any witnesses but instead represented through counsel that the Advocacy Section agreed
with the Company’s positions and believed that the terms of the Settlement Agreement, if carried
out, would fulfill the Company’s Hold Harmless Commitment. See July 18 Trans. at 98:15 —
100:10. During the hearings, the Attorney General moved for a continuance and issued a record
request asking that the Company be required to provide copies of the spreadsheets used to calculate
the Net Present Value and the ultimate alleged value of the Hold Harmless Commitment. Before
a decision was made, the Company voluntarily provided the requested excel spreadsheets and
made them public (the “Hold Harmless Spreadsheets™). Thereafter, the Hearing Officer granted a
brief continuance to allow the Attorney General to respond to the Petition by August 8, 2025. See
Division Order No. 25473.

III.  Absent any change, the Hold Harmless Commitment would be complied with
via continued adjustments to rate-related filings.

As noted in the Petition itself: “[t]Jo comply with the Hold Harmless Commitment, the
Company must ensure that Rhode Island customers do not pay more through rates because the
elimination of ADIT that resulted from the Transaction caused increases to the Company’s rate
base.” Petition at 2. “To date, the Company has complied with the Hold Harmless Commitment
by making adjustments to its Infrastructure, Safety, and Reliability (“ISR”) Plan filings with the
Rhode Island Public Utilities Commission and in preparing its annual earnings reports (“Earnings
Reports™) for both its gas and electric customers.” Id. Those adjustments and the underlying
calculations have been reviewed by the Division and approved by the Public Utilities Commission.

Although no specific method of compliance for the Hold Harmless Commitment was
identified in the Division’s approval of the sale in Order 24322, this system of review and approval
of adjustments in each ISR, Earnings Report and base rate case is in line with the expectations of
the parties at the time of the sale, and ensures continued and accurate compliance with the

commitment. See Order 24322 at 177 (noting that Company’s witness, Ms. Johnson, “testified
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that to address this concern, in any future rate filing that includes ADIT, PPL will include a
proposal to mitigate or offset the impact to customers associated with the elimination of ADIT as
of the date of the Transaction.”). As noted by the Company, the current status quo “would require
the Company to continue to make adjustments in its rate filings, including ISR Plan filings,
Earnings Report filings, and base distribution rate case filings, through the year 2062.” See Petition
at 2, see also Order 24322 (referencing PPL’s expectation that “when PPL and PPL Rhode Island
file their next rate case, the Commission and other interested parties will be able to review and
assess the proposal to confirm that the proposal accomplishes holding customer impacts neutral.”).

IV.  The conceptual use of a Net Present Value calculation for the Hold Harmless
Commitment does not seem unreasonable.

The Petition suggests a simple and logical solution to the ultimate question of whether up-
front payments made to ratepayers in 2026 and 2027 might appropriately satisfy the original Hold
Harmless Commitment. To that end, the Company aimed to determine the value of adjustments
in each year that would otherwise be required to lower the rate base and ensure that ratepayers
were not harmed by the elimination of ADIT. As part of this process, the Company ventured to
determine the amount of money, in nominal dollars, that would be paid through Hold Harmless
Commitment adjustments under the current framework from the present through 2062 (the last
year where rate base would be impacted by the elimination of ADIT from the sale). See July 18
Test. at 50:25-52:1. The Company then used a discounting process to determine a Net Present
Value (“NPV”) that could be used to compensate ratepayers for the Hold Harmless Commitment,
taking into account the time value of money. See July 18 Trans. at 53:1-7 (explaining that nominal
dollars were discounted to determine a NPV for the Hold Harmless Commitment). In theory, the

Attorney General does not find this unreasonable.



V. Selection of a proper discount rate is essential when determining whether a
proper NPV has been set to ensure that the Hold Harmless Commitment is
truly satisfied.

Although the idea of determining a NPV for the Hold Harmless Commitment may be
logical, the determination of that NPV must be carefully reviewed to ensure that ratepayers are
truly receiving the full value of the Hold Harmless Commitment. When, as here, a discount rate
is used to determine a NPV, money that would otherwise be provided in the future is literally
discounted to a lower amount to account for the time value of money. This is a simple economic
principle that is well illustrated by the Company’s own witness’s testimony in this docket.
Explaining the time value of money and the function of a discount rate, Mr. Bauder testified for
the Company that: “If you could receive $100 today, 110 next year, or 121 in two years at a 10
percent discount factor, all three of those numbers, while [they] nominally sound different, are the
same in 2026 dollars.” July 18 Trans. at 58: 20-24. As noted by Mr. Bauder, “that is [e]xactly the
concept here.” Id. at 58: 24-25.

Simple calculations building upon Mr. Bauder’s example show that using a discount rate
of 20 percent in this same scenario would result in a determination that $100 today would be the
current value of $120 next year, or $144 in two years. Accordingly, under these two different
discount rates, $100 today could be used to offset an amount to be otherwise paid in two years of
either $121 (using a 10% discount rate) or the nominally higher $144 (using a 20% discount rate).
It then follows that, the lower the discount rate, the higher the NPV. Accordingly, selection of a
proper discount rate is essential to ensuring a proper calculation of the NPV of the Hold Harmless
Commitment, and selection of a rate that is too high would lead to customers receiving less than

they are owed.



VI.  The Petition’s use of a company-centered discount rate resulted in a lower
NPV than if an appropriate customer-centered rate, such as the rates used in
reconciliation filings dealing with other ratepayer monies, had been chosen
and applied.

The Company and the Advocacy Section, by agreement, have chosen to use the Weighted
Average Cost of Capital (“WACC”) as a discount rate to calculate the NPV owed to ratepayers to
satisfy the Hold Harmless Commitment. See July 18 Trans. at 65:20 — 66:5. Although the
Company’s WACC varies across gas, electric, and transmission, the approximate total WACC is
8.43%. See RIE Hold Harmless Spreadsheet at Page I Summary. As explained by the Company’s
witness, Mr. Elmore, the Company relied on the WACC as a discount rate, as it represents “the
capital structure for the debt portion and the equity portion of a company” and the “prevailing cost
of equity and cost of debt return expectations that [ ] investors may have to be able to raise [ | for
us to run the business[.]” July 18 Trans. at 67: 1-7. This viewpoint looks to the Company when
making a determination as to the appropriate discount rate to calculate the NPV of the Hold
Harmless Commitment, which was intended to protect ratepayers.

Considering future revenue requirements for the Company in light of debt and equity
capital structures is fundamentally different than determining the net present value of a stream of
future adjustments or credits to be realized by ratepayers. Although potentially appropriate in
other calculations, the use of the WACC as a discount rate to determine the value of money owed
to ratepayers over time overlooks the obvious fact that Rhode Island Energy’s customers are
differently positioned than the Company itself when it comes to access to returns on capital.

The use of the WACC as a discount rate is also inconsistent with how the Company
generally deals with adjustments concerning collection or crediting of monies to customers in
various reconciliation contexts. In looking for an appropriate discount rate, the Company could
have looked to its own filings, such as the recent FY 2025 Electric Revenue Decoupling
Mechanism Reconciliation Filing for alternative discount rates. In that docket, interest related to
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an under-collection was calculated based on the effective rates of interest customer deposits
(4.21%). See e.g. Commission Docket No. 25-15-EL, FY2025 Electric Revenue Decoupling
Mechanism Reconciliation Filing, 7 of 13: 9-15; see also e.g. id. at Schedule NECO-1. The
Company’s reconciliation process for distribution adjustments also relies on use of the “Bank of
America Prime minus 200 basis points.” See Commission Docket No. 4770, Rhode Island
Energy’s Tariff Advice Filing to Revise Existing Electric and Gas Tariffs, RIPUC RIE-GAS No.
101, Distribution Adjustment Clause, Schedule A, Sheet 8 (filed July 25, 2022). The current Bank
of America Prime Rate is 7.5%, nearly a full percent lower than the Company’s approximate total
WACC. See Bank of America, Newsroom: Prime Rate Information; last visited August 8, 20205

(available at: https://newsroom.bankofamerica.com/content/newsroom/home/prime-rate-

information.html). Either of these rates are more closely related to the time value of money for

ratepayers, who only have access to traditional savings and consumer investment rates, than the
Company’s WACC.

Moreover, as explained above, the use of either of these lower consumer-centered rates as
a discount rate, with all else being equal, would have resulted in a higher NPV calculation. The
practical result of this would be more money in ratepayers’ pockets. However, nothing in the
record suggests that anything other than the WACC was considered as a discount rate.

VII. Conclusion

As noted above, the concept of calculating a Net Present Value for the Hold Harmless
Commitment and providing customers with meaningful benefits seems reasonable. Moreover, the
Attorney General is sensitive to the fact that substantial ratepayer relief in the winter may be truly
helpful for Rhode Islanders who are already facing high utility costs. However, the proper setting
of the Net Present Value is paramount to ensuring that ratepayers receive the full worth of the
powerful Hold Harmless Commitment secured for ratepayers at the time of the sale of The

Narragansett Electric Company. Before it can agree that the proposed payment scheme outlined
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in the Settlement Agreement is sufficient to satisfy the Company’s commitment, the Division must
be confident that the calculated Net Present Value is fair and truly provides ratepayers with the
benefits they are entitled to under the Division’s Order. As outlined above, given the limited record
in this matter, the Attorney General remains concerned that the Company and the Advocacy
Section may have erred by agreeing to use the WACC as a discount rate, rather than a more
customer-focused rate as used to calculate adjustments in certain reconciliation proceedings. All
else being equal, use of a lower discount rate would result in a higher Net Present Value of the

Hold Harmless Commitment and, as a result, higher payments to ratepayers.

Respectfully submitted,

PETER F. NERONHA
ATTORNEY GENERAL OF THE
STATE OF RHODE ISLAND

By:

/s/ Nicholas M. Vaz

Nicholas M. Vaz (#9501)

Special Assistant Attorney General
Chief, Environmental and Energy Unit
Office of the Attorney General

150 South Main Street

Providence, RI 02903

(401) 274-4400 x 2297
nvaz@riag.ri.gov

Dated: August 8, 2025

CERTIFICATE OF SERVICE

A PDF version of this brief was served electronically on the service list of this Docket
on August 8, 2025. I further certify that the original and a copy of this Position Statement will
also be hand-delivered to the Division of Public Utilities and Carriers.

/s/ Nicholas M. Vaz
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HEARI NG OFFI CER SI MPKINS: (Ckay. Let's go on
record. My nane is Mark Sinpkins. |'ma hearing
of ficer appointed by the Division to hear this matter.
W are here today in Docket No. D-21-09 to address the
Narragansett El ectric Conpany d/b/a Rhode Isl and
Energy's petition for order discharging hold harnl ess
obli gations pursuant to the hold harnless
I mpl enent ati on agreenent.

For purposes of providing context as to the
travel of this matter, I"'mgoing to read directly from
t he background section of Rhode |sland Energy's
petition. Are there any objections to that?

MR. VAZ: No objection.

HEARI NG OFFI CER SI MPKINS: Ckay. In terns of
background, on February 23, 2022, the D vision issued
Report and Order No. 24322 in this docket approving
the transfer of ownership of 100 percent of the
out st andi ng shares of comon stock of the conpany from
National Gid USA to PPL Rhode Island Hol di ngs,

LLC. One of the conditions of approval was that the
conpany woul d hold harm ess Rhode |sland custoners for
any charges to accunul ated deferred i ncone taxes as a
result of the -- of the transaction. The hold

harm ess conm tnent states in full, PPL will hold

har m ess Rhode | sland custoners from any changes to
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accunul ated deferred incone taxes as a result of thing
transaction. PPL reserves the right to seek rate
adj ust ments based on future changes to ADIT which are
not related to the transaction.

To comply with the hold harm ess comm t nent,
t he conpany nust ensure that Rhode I|sland custoners do
not pay nore through rates because the elimnation of
ADIT that resulted fromthe transacti on caused
I ncreases to the conpany's rate base. To date, the
conpany has conplied with the hold harm ess conm t nent
by making adjustnments to its infrastructure, safety,
and -- excuse ne -- reliability plan filings with the
Rhode Island Public Uilities Comm ssion and in
preparing its annual earnings reports for both its gas
and el ectric custoners.

Al right. | will now take appearances for
the record.

MR. RAMOS: Adam Ranpbs representing Rhode
| sl and Ener gy.

HEARI NG OFFI CER SI MPKINS:  Thank you.

MS. OBRIEN. Celia OBrien representing Rhode
| sl and Ener gy.

MS. HETHERI NGTON:  Chri sty Hetherington on
behal f of the Advocacy Section of the Division of

Public Uilities.
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MR. VAZ: N cholas Vaz for the Rhode Island
Attorney Ceneral's Ofice.

HEARI NG OFFI CER SI MPKINS:  Thank you. There
was one prelimnary matter |'d |ike to take care of
now. | premarked the conpany's petition and the
conpany settlenment agreenent as filed by the conpany
wth the Division on June 19, 2025, as RI's Exhibit 1
for identification.

(Rl Exhibit 1 was marked for identification.)

HEARI NG OFFI CER SI MPKINS:  Secondly, | also
want to note for the record that | amtaking
adm nistrative notice of the Division's rules of
practice and procedure, the Division's Oder 24322 in
this docket, and also the list of conmtnents nade by
t he conpany as part of the transaction.

Wul d anybody |ike to nake an openi ng
statenent or are there any other procedural matters
that we need to address before we begin?

MR RAMOS: | would like to nake a brief
openi ng statenent, M. Hearing Oficer

HEARI NG OFFI CER SI MPKINS: (Go ahead, M.
Ranos.

MR RAMOS: Thank you very nuch for taking the
tine to preside over this hearing today. | want to

touch on two things in ny opening statenent. First is
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t he substance of what Rhode Island Energy is asking
for in this petition today. And | want to highlight
the fact that it -- that it is very narrow relief that
Rhode | sl and Energy is seeking.

As you just indicated in reading out part of
t he introduction and background section of the
petition that was filed, Rhode Island Energy and its
parent conpani es made a commtnent as part of the
acqui sition proceeding that took place earlier in this
docket and was ultimately ordered by the Division in
Order 24322 as a condition of that approval of the
acqui sition of the conpany by the PPL entities and that
-- there were several conmtnments and sever al
conditions. One of those was this hold harn ess
conmm t ment .

And a critical conponent of why we're here
today is that the order -- the approval order did not
specify any particular manner by whi ch Rhode Isl and
Energy was to fulfill that hold harm ess comm tnent.
And thus, to date, Rhode Island Energy has done what
It needs to do on an ad hoc basis as the elimnation
of ADIT has had a potential inpact on its filings
before the Public Utilities Conm ssion to nmake
adj ustnents so that the hold harm ess conmtnent is

fulfilled and that there has been a process by which
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other parties to those proceedings, including the

Division itself, and -- and the attorney general has
had the opportunity to do as other -- as well as other
Intervenors -- to review and nake sure that they agree

that the hold harnl ess conm tnent has been fulfilled
wth respect to those filings.

Over the course of perform ng those
adj ustments, Rhode |sland Energy has | ooked and been
able to see that it would need to continue to do that
If it was to continue in the sane manner until the
year 2062, which would require another 37 years from
today in order to effectively denonstrate that this
comm tment has been fulfilled. And Rhode Island
Energy explored, and decided that it was worthwhile to
explore, the possibility of taking a different
approach in order to provide the benefits of this hold
harm ess conmtnment to custoners in a nore expeditious
manner and in a less admnistratively burdensone
manner .

And so Rhode Island Energy, understandi ng that
this was a comm tnent that was inposed by the Division
through its order, worked with the D vision Advocacy
Section -- which was a party to and has been a party
to this docket throughout -- to discuss ways in which

it thought it could fulfill and inplenment this hold
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harm ess commtnment in a less admnistratively

bur densone manner and in a way that would satisfy and
provi de custonmers with the benefits that were intended
In a shorter tine frame, and ultimately came up with
the hold harm ess inplenentation agreenent that is the
subject of this petition today.

And now | want to get to the very limted
relief that Rhode Island Energy is seeking. The only
order that Rhode Island Energy is seeking is an order
fromthe Division that concludes that if the processes
and obligations that are set forth in the hold
harm ess i npl enent ati on agreenent are perfornmed and
conpl eted, then that woul d be considered by the
Division satisfaction of the condition that was pl aced
on the approval order in -- on order nunmber -- |
al ways forget the nunber -- 24322.

And that is all. W're not asking the
Division to review the terms of the agreenent with the
Advocacy Section other than to say that those terns,

I f conplied with, would satisfy the order.

And so you'll hear today fromthree w tnesses,
Andrew El nore, Dwayne Bauder, and Natalie Hawk. And
M. Elnore will speak to what the hold harnl ess
commtnment is and what the agreenent is that the

conpany has reached wth the D vision Advocacy Section
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for the hold harm ess inplenentati on agreenent.

You'll hear from Ms. Hawk and M. Bauder regarding
some of the calculations and the way that they were
perfornmed so that everybody was confortable with the
notion that the credits that are to be provided under
the hold harm ess inplenentation agreenent provide
custonmers with the full benefit and full value of the
hol d harm ess comm tnent. And once we're concl uded
wth that presentation, we would ask that the Division
enter the order requested as | -- as | just laid it
out .

There is one other piece that | would like to
raise in ny opening statenent, and that has to do with
the notion to reopen, which was filed by the Rhode
| sl and attorney general about a week ago. The
conpany's position is that the notion to reopen shoul d
be denied as noot. The notion itself doesn't take a
substantive position on the petition that is before
the Division today. Rather, it asks that there be a
process associated with the review and approval of the
petition. That is what is actually happening here
today. But | do want to point out a couple of other
t hi ngs.

First of all, there's no reason that the

docket needs to be reopened because it is still open
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and never has been closed, so there is no need to
reopen it. Second, the attorney general's office had
notice of this conpany's filing and the request for
relief within it for three full weeks before it even
filed the notion, but had done nothing to indicate
that it had -- that it was seeking to undertake any
review or consideration of it prior to filing the
notion |l ess than a week ago. And the notion itself
doesn't indicate anything in particular that it w shes
to substantively evaluate. It nerely states that
t here shoul d be sone process, and we are having
process here today.

And so ultimately, the relief that the
attorney general's notion to reopen is seeking is
bei ng provided by virtue of the hearing that we have

now where we are going to have w tnesses present

testinony. There'll be an opportunity for
cross-examnation. After that, it'll go through the
ordinary procedural process where your -- M. Hearing
Oficer, you'll reviewthe record and you'll nake a

deci sion that gets recomended to the adm nistrator,
and the admnistrator will either adopt or anmend that
decision, and a decision will issue. There's nothing
untoward. There's nothing other than an open,

ordinary regul atory process before the Division that's
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occurring.

Accordingly, in addition to seeking the order
that the performance of the hold harm ess
I npl enentati on agreenent will fully satisfy the hold
harm ess condition and hold harm ess comm tnent from
the Division's approval order, we also ask that the
Di vision deny the attorney general's notion as noot.
Thank you.

HEARI NG OFFI CER SI MPKINS: Before | get to
Attorney Vaz, any opening statenent fromthe Advocacy
Section?

M5. HETHERI NGTON: Sure. 1'd like to give a
brief one. Thank you.

Good norning, everyone. | think it was
actually all of us here today that were here about
four years ago in a very lengthy hearing in the sane
docket, D-21-09. So here we are again.

| just want to el aborate on what Attorney
Ranos has said fromthe | ens of the Advocacy Secti on.
| personally was here, and the Advocacy Section was a
party to the underlying matter. And just to give a
little flavor of the history fromour vantage point --
and | may be doing sone repetition from Attorney
Ranos -- but, you know, after this -- the conpany --

the acquisition transaction petition was filed in My
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of 2021, there was nuch back and forth, discovery,
testinony, surrebuttal fromthe Advocacy Section
i ncl uded and the intervenors.

And | want to highlight relative to the hold
harm ess portion, which is at issue today, that the
Advocacy Section did engage nmultiple consultants, as
we all remenber. One in particular was David Effron,
who is a 30-plus year regulatory consultant, expert,
you know, capital investnent and auditor expert that
we typically engage. And in his testinmony filed on
Novenber 3 of 2021, | refer to you specifically to
page 10 through 13. He underscored the need -- and it
was not just the ADIT -- that acronym-- at issue at
the tine. It was nmultiple concerns he had relative to
the accounting inplications were this transaction to
go through to make sure that rate payers were not, you
know, paying nore but for the acquisition and that
this entire transaction was -- would be in the public
I nterest.

And so he -- he focuses his testinony on
that -- in those three pages specifically to this hold
harm ess issue. And | won't profess to understand al
the tax inplications, which is why we hired experts
and why we proceeded in the way that we did. And I'd

like -- would like to think that fromour testinony
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and surrebuttal, was a good -- the primary reason, if
not the only reason -- or one reason, | should say,
the -- the conpany at the tinme agreed that these were

I nportant comm tnents, but the Advocacy Section
pressed that they needed to be nenorialized as true
comm tments, which indeed were incorporated in the
final order of February 23 of '22, the one
referenced -- the 24322.

And so focusing on that hold harnl ess
agreenent, as Attorney Ranpbs has said, the advocacy
session and the Division at |large has been, in the
course of its work through the |ast couple years,
nmonitoring the adjustnents that have been nmade to
abi de by the hold harm ess comm tnment and have had no
I ssue with that.

And so when presented with the idea of
advanci ng or doling out or executing on this hold
harm ess agreenent in a different way -- nanely,
rather than a 37-year process, you know, finding a
present day value and then giving bill credits to
custoners over the next two years, the Advocacy
Section again took a really close look. And I wll
tell you that we engaged the sane experts and the sane
expertise to vet the nunbers. And ultimtely, we

concluded that we wanted to nmake sure the present day
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value as calculated was fair to rate payers. W found
that it was, if not at the time -- if not generous to
rate payers.

And so to be clear -- and this may conme out in
our testinony today -- what's being proposed today is
a zero sumfor rate payers, right? They're not going
to be better off. They're not going to be worse off.
The way that this treatnment will resolve will be a
zero sumfor the rate payers.

But there are some benefits to it, which is
why the Advocacy Section supports the settlenment and
supports a favorable grant of their petition today.
And that is the things that were nentioned. That
right now, rate relief in the winter is -- wuld --
these credits would provide neaningful rate relief for
custoners. And a 37-year admnistrative oversight of
the adjustnents is onerous, and it is long term So
there are some benefits to that.

| will agree that thisis -- we're here for a
very limted purpose. Wiile the entire docket is
conpl ex and robust, we're here to say essentially,

w Il there be conpliance with a termof the order?

And | see this no different -- although there's a | ot
of noney weighing -- weighing in here on this, the
order -- the Division issues orders every day. And
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the question is an entity or a utility in conpliance
t herei n?

And so thisis -- innmy mnd, thisis -- |
frame it as a proactive neasure to make sure that
they're in conpliance with the added | ayer that the
Advocacy Section has done its homework and verified
and vetted the fact that the proposal is sound and in
the public interest in our opinion.

Accordingly, the Advocacy Section does support
what the petition is seeking, nanely a finding that
were the conpany to execute the terns of the
settlement agreenment in this way, it wuld satisfy the
hold -- it would be in the public interest and
ultimately would satisfy the hold harm ess conm tnent,
t he conpl etion of which would render them
di scharged -- shoul d render them di scharged of that
obl i gati on.

| don't knowif I'lIl need to -- | wll defer
to you on the procedural issue as to the attorney
general's notion. At this point, | think I'll pass on
t hat unl ess we want to engage in a discussion on that
procedural posture. So thank you very much.

HEARI NG OFFI CER SI MPKINS:  Thank you. And
Attorney Vaz, if you' d like to give an opening

statenment. Also if -- you know, any additi onal
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testimony you have to have in response to Attorney
Ranpbs or Attorney Hetherington's conments on your
nmot i on.

MR VAZ: Sure. Do -- would you like me to do
an openi ng and then address the coments or --

HEARI NG OFFI CER SI MPKINS: Wi chever you want
to proceed.

MR VAZ: Ckay. So I'll start with the notion
to reopen. | do believe that that was filed in an
effort to ensure that there was process, which | think
Is clear fromthe docunent itself. And it was unclear
whet her there would be additional process in this
matter. The hearing officer who had originally
oversaw Docket 21-09 was -- is no longer with the
Division of Public UWilities and Carriers, and it was
uncl ear how the docket woul d proceed. There was a
pendi ng petition. And the attorney general feels that
it's necessary to take sonme tinme to understand the
underlying cal cul ations, particularly with respect to
the net present value calculations in that an
opportunity for -- an opportunity to uncover evidence
and fully reviewis necessary.

| wll -- to that point, |I guess I'lI| just
move into statement. So | think as far as the

petition to reopen, it -- if you want to order it
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noot, as long as we're having process, consider it a
notion for additional discovery or open proceedi ngs
Wwth respect to this. W did have a final order, and
It was unclear. And that was the point.

As far as what we're here for today, | was
happy to hear -- and |'mnot sure that it was entirely
clear before this norning -- that what we're

di scussing is very narrow relief. You heard both the
conpany and the Advocacy Section outline that the
relief being sought here is an order that if the
underlying settlenent agreenent was conplied with, the
hol d harm ess comm tnent woul d be properly di scharged.
That's different than a proceeding that is |ooking
into the settlenent agreenent and the potential
paynent s t hereunder.

| woul d expect, although | do not believe,
based on the representations of the conpany just now
and the Advocacy Section that we're at this point
yet -- but | would expect that there would be further
proceedi ngs before any rate changes went into effect.
Particularly, | would note that the order in this
docket, Order No. 24322, does point out on page 288
that evaluation of all rate change proposals reside
exclusively with the comm ssion with input fromthe

Di vi sion, including such discussions and eval uati ons
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in-- and then it cites to Rhode I|Island General Law
39.325, utility conpany sale reviews. And -- that not
only inappropriately trades on comm ssion
jurisdiction -- I'msorry, that evaluation of all rate
change proposals reside exclusively with the
conm ssion and that reviews of rate changes are not
only inappropriately tried on comm ssion jurisdiction,
but have the potential to reduce these type of sales
transactions -- and |'m paraphrasing -- to rate cases.
And | would al so note that on page 290 of that
sane order, the hearing officer noted that the
Di vi sion has previously held approval or denial of
rate change requests fall exclusively under the
jurisdiction and purview of the comm ssion and w | |
not deviate -- and the Division -- |'madding that --
Wl not deviate fromthe treatnent -- that treatnent
In this case.
So I would expect that there would be further
proceedings. | don't think we're here to have a
di scussi on about what those should be, but I would
anticipate that parties will be able to vet the rate
I nplications of the settlenent agreenent at sone
future point.
| want to make clear that the reason the

attorney general wants to vet the petitionis a
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transparency natter. It's about transparency,
process, and ensuring that Rhode Islanders are truly
getting the full value of the conpany's comm tnents
during -- as they were laid out during the sale

revi ew.

We're not taking a position at this tinme as to
the actual calculations or the appropriateness of any
paynents. | will note that there was an expectation
that this fall there would be a rate case. So there
are questions around the timng of this filing,
particularly where, during the course of this docket,
PPL's witnesses had indicated that the hold harm ess
obligation would be reviewed in future rate cases.

That was directly in response to concerns raised by
our experts and M. Effron, who the Advocacy Section
mentioned in their opening.

| believe it was Ms. Johnson who said -- and
it's outlined in page 177 of Order 24322 --

Ms. Johnson testified that to address the concern --
this concern -- and |'mgoing to add that that's the
concern about the hold harmless and the ADIT -- in any
future rate filing.

A. That include ADIT, PPL will include a proposal
to mtigate or offset the inpact of custoners

associated with the elimnation of ADIT as of the date
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of the transaction. M. Johnson related that when PPL
and PPL Rhode Island file their next rate case, the
conm ssion and other interested parties will be able to
review and assess the proposal to confirmthat the
proposal acconplishes hol di ng custoner

| npacts neutral.

So | would point out that there was, at the
tine of the order, an anticipation that there would be
further process to review the hold harmess. And for
that reason, | think it's very inportant that the
parties be given an opportunity to fully vet this
proposal, which is not inline with the original
expect ati ons.

And | would just again note that, again, this
I's only about transparency, process, and an
opportunity to fully vet the calculations in a public
forum Thank you.

HEARI NG OFFI CER SIMPKINS: Al right. Thank
you.

Wth respect to your notion, | amgoing to
rule on that now, and I am going to deny that notion
as noot. | amin agreement with Attorney Ranpbs and
Attorney Hetherington and by -- all for transparency
and affording you the opportunity to fully participate

I n these hearings. You also have the ability to
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Cross-exam ne witnesses as they're presented today.

Wth respect to rate case proceedi ngs and your
comrents related to that vetting process, as you know,
the Division doesn't have jurisdiction over the rate
maki ng proceedings. So it would be nmy expectation
t hat whatever may be decided as part of this wll --
may or may not ultimately be vetted by the comm ssion
at sonme point in the future. So | don't have any
concern about that in ternms of |evels of transparency.
So thank you for your testinony.

And Attorney Ranpbs, whenever you're ready, you
can present your witnesses in any order that you see
fit.

MR. RAMOS: Thank you. | woul d suggest that
we coul d maybe swear themall in together. [1'll do
sort of direct with each of themindividually. But if
we keep themall -- when there's a cross-exam nation,
they can all be on the stand and able to answer
what ever questions --

HEARI NG OFFI CER SI MPKINS:  Sure. We'll
present themas a panel the same we do in the -- they
do in the comm ssion proceedi ng.

MR RAMOS: Geat. Thank you. WIIl the court
reporter swear themin?

THE REPORTER: |'mnot a notary, so --
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(Crosst al k)

MR. RAMOS: No?

HEARI NG OFFI CER SI MPKI NS: No? Ckay.

WIl you all please raise your right hands?
(Wtnesses sworn.)

HEARI NG OFFI CER SI MPKINS:  Okay. Thank you.

MR RAMOS: Al right. Good norning. |'m
going to -- I'll take you one at a tine to start,
first wwth introductions, and then I'll go through the

substantive testinony one at a tine after that.
ANDREW ELMORE,
having first been duly sworn, testified as foll ows:
DI RECT EXAM NATI ON

BY MR RAMCS:

Q So M. Elnore, can you please state your nane
for the record and spell your |ast nane?

A. Andrew Elnore, E-L-MORE

Q And could you pl ease state your position, who
your enployer is, and what your responsibilities are
In that position, particularly as those
responsibilities relate to Rhode Island Energy?

A. Yes. So | serve as the vice president of tax
for PPL Corporation, and | also serve as the president
and a nenber of the board of managers of Rhode I sl and

-- or PPL Rhode Island Holdings. | also serve as the
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vice president of tax for Narragansett Electric Conpany
doi ng busi ness as Rhode Island Energy. And if it's
okay, I'Il refer to the conpany as Rhode |sland Energy
goi ng forward.

Q Geat. And could you describe your
educati onal and professional history?

A. Certainly. | graduated fromthe University of
Massachusetts in Boston 1989. | graduated with a
degree, double major in French and political science.
Fromthere, | went to | aw school at the University of
Kentucky in Lexington, Kentucky, fromwhich |
graduated in 1993.

Fromthere, | started ny first job, actually,
here in Providence, Rhode Island, working for a | abor
and enploynent law firmfor three years.
subsequent|ly nade a dramatic change in nmy career path
and went to work for Arthur Anderson in Boston for
four years, Deloitte in Boston for four years. | then
spent three years at United Technol ogies in Hartford,
Connecticut, and then subsequently worked for five
years for a conpany by the name of a Zinmer Bionet in
| ndi ana.

And then 14 years ago, | commenced ny
enpl oyment at PPL Corporation -- or PPL Corporation,
but | note that the actual enploynent entity is PPL
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Servi ces Corporation.

Q Thank you. And can you sunmarize your role
wth respect to the conpany's hold harml ess conmm t nent
that was inposed by the Division's Approval O der
No. 24322 and that has to do wth the approval of the
transaction and the protecting custoners from harm
t hat m ght have occurred from--

A.  Absolutely.

Q ~-- the elimnation of ADI T?

A. Yes. So clearly, this is tax driven. And so
| have had oversight responsibility as well as
intimate detailed conversations, particularly with ny
col | eague Natalie Hawk, who reports to nme, concerning
t he nmeans of ensuring that we satisfy that comm t nment
In a manner that does not contravene other portions of
the Internal Revenue Code -- or other sections.

MR. RAMOS: Thank you. | want to come back to

you wWith sonme additional substantive questions in a
moment, but |I'mgoing to introduce the other wtnesses
first.
"1l turn now to you, M. Bauder
DWAYNE BAUDER,
having first been duly sworn, testified as follows:
EXAM NATI ON
BY MR RAMCS:
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Q Could you please state your nane for the
record and spell your |ast nane?

A.  Yep. Dwayne Bauder, B-A-U-DE-R

Q And | will correct nmy pronunciation to say
Bauder instead of Bauder. | apologize. Could you
pl ease state your position, who your enployer is, and
your responsibilities, particularly as they relate to
Rhode Isl and Energy?

A. Absolutely. |'mnow the director of special
projects and nergers and acquisitions for PPL
Corporation. And what that nmeans in terns of Rhode
Island is | |lend assistance for any conplicated
analysis that may arise in any of the business |ines
related to accounting and finance nmatters.

Q Thank you. And could you describe your
educati onal and professional history?

A.  Yeah, absolutely. | have a bachelor's degree
I n business and econom cs from Lehigh University. |
have a master's degree in accounting and information
anal ysis fromLehigh University. | aman actively
i censed certified public accountant, as well as being
a CFA charter hol der.

Q Al right. And have you worked at PPL your
entire career or --

A. | started ny career at PricewaterhouseCoopers
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as an auditor. Fromthere, | joined PPL Supply, which
| ater spun off into Town Energy, and worked in several
different finance-related jobs, mainly around val uation
and forecasting, planning, and analysis for Town
Energy. | then, in 2017, came back to PPL working for
PPL services as -- sanme as Andrew, and have wor ked
there in various different roles rel ated

to accounting and finance processes since then up

t hr ough t oday.

Q Thank you very nmuch. And can you sumuari ze
your role with respect to the hone -- hold harniess
comm tnment that was inposed as part of the Division's
approval of the transaction?

A.  Yeah, absolutely. M role was to assist ny
col l eagues in the tax departnent in the cal cul ations
and to help convert those cal cul ations using any tine,

val ue, noney, and a present val ue analysis that were

necessary.
MR RAMOS: Geat thank you. |'mgoing to
come back to you in a little while with additional
questions as well, but now, I'mgoing to introduce
Ms. Hawk.
NATALI E HAVK,

having first been duly sworn, testified as follows:
EXAM NATI ON

@ ESQUIRE 800.211.DEPO (3376)

DEROSITION SOLUTIONS EsquireSolutions.com



© 00 N oo o B~ W NP

N T T N T N I N T N B e e e N e I N T i
aa A W N P O © 00 N OO O &~ w N +—, O

HEARING July 18, 2025
IN RE: PETITION OF PPL 29

BY MR RAMOS:

Q M. Hawk, could you please state your nanme for
the record and spell your |ast nane?

A.  Natalie Hawk, H A-WK

Q And could you tell us about your position and
an enpl oyer and your roles and responsibilities,
particularly as it relates to Rhode |sland Energy?

A. M positionis tax director. | work for PPL
Services Corporation. | amresponsible for the
accounting and reporting of incone taxes for GAAP and
FERC purposes. And | also calculate and/or review tax
conmput ations and regulatory filings.

Q Thank you. And could you describe your
educati onal and professional history?

A. | received a Bachel or of Science in business
admnistration with a mgjor in accounting from
Kut zt own University. | received naster's of business
adm nistration fromLehigh University. | have 32
years of experience in the utility industry. Mst of
that is the tax departnment. 23 of those years are
w th PPL Services Corporation.

Q Thank you. And could you describe or
sunmmari ze your role with respect to the conpany's hold
harm ess comm tnent inposed by the Division's approval

of the transaction?

@ ESQUIRE 800.211.DEPO (3376)

DEROSITION SOLUTIONS EsquireSolutions.com



© 00 N o o B~ W DN P

N I R N R N N N N T o T T e S S O N
o &~ W N B O © 00 N OO 0o M WO N O

HEARING July 18, 2025
IN RE: PETITION OF PPL 30

A. |I'mresponsible for calculating the increase
in the revenue requirenent due to the elimnation of
ADIT as a result of the acquisition. This is the
basis for the hold harnl ess adjustnent.

MR. RAMOS: Thank you.
Now, |I'mgoing to turn back to you,
M. El nore.
ANDREW ELMORE,
havi ng previously been sworn, testified as foll ows:
CONTI NUED DI RECT EXAM NATI ON
BY MR RAMOS:

Q Could you explain what the hold harm ess
commtnent is and how it arose?

A. Certainly. The genesis of the hold harnl ess
comm t ment was an agreed upon el ection for tax
pur poses that we made with National Gid with respect
to the transaction or the acquisition. That election,
referred to as a Section 330(h)(10) election under the
| nternal Revenue Code, essentially treated the
transaction for tax purposes as an asset acquisition
as opposed to, of course, the legal nature of the
transaction, which was a stock acquisition.

HEARI NG OFFI CER SIMPKINS: |'msorry, sir,
coul d you speak up just a little bit?
THE WTNESS: Ch, |'msorry.
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HEARI NG OFFI CER SIMPKINS: |'mhaving a little
troubl e hearing.

THE W TNESS: People are often asking ne to
qui et down.

So in any event, that 338(h)(10) election
resulted in, as | said, the transaction being an asset
acquisition for tax purposes, which essentially neans
that the basis of the assets which we were deened to
acquire is stepped up to the fair market val ue, which
Is essentially the book val ue of the assets acquired.

Now, what is -- what is the inplication of
that in this context? Well, accunul ated deferred
I ncome taxes, which | would say the mgjority of ADT,
for short, arise due to accelerated tax deductions.
And these accel erated tax deductions are, for the nost
part, accelerated tax depreciation. And the
measurenment of ADIT is a function of the difference
bet ween t he book basis of an asset and the tax basis
of an asset.

So clearly, prior to the transaction, the tax
basis of the assets was nmuch | ower than the book
val ue. But because of the election we nmade, all of a
sudden, the book basis and the tax basis becane
equi val ent, resulting in the elimnation of ADIT -- or

at the point of the acquisition.
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BY MR RAMOS:

Q And what would -- does that elimnation of
ADIT nmean with respect to the rates that custoners
m ght eventual ly pay?

A. Indeed. So ADIT, in the calculation of rate
base, is a -- it's aliability which reduces the rate
base for the conpany. So as a natural result, the
elimnation of the ADIT would result in an increase in
the rate base.

Q And when rate base increases, does that have
an inpact on the rates that custoners pay?

A Yes.

Q How does it inpact the rates that custoners
pay?

A, Well, because of the higher rate base, in
turn, in order to achieve the appropriate returns
agreed upon with the comm ssion, we would be -- we
woul d raise -- be raising custoner rates because of --
because of the increase in the rate base.

Q And is that sonething that woul d happen ri ght
away, or would that not happen until a subsequent rate
filing was nmade?

A. So it happened, | would say right away, but it
wasn't day two or day one. But it certainly happened

in the context of the ISR proceedi ngs.
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Q And when you say ISR, are you referring to

I nfrastructure Safety and Reliability?

A. Yes, | am
Q Ckay.
A. Yes.

Q Thank you.

A.  And noting that those are intra-rate case
proceedi ngs, the hold harm-- well, the increase in --
or sorry, the elimnation of the deferred taxes with
respect to the ISR rel evant assets required us to nake
adjustnents to ensure that those proceedings did not
violate or contravene in any way the hold harnmnl ess
conmi t nent .

Q GCkay. And so howdid -- how did the
conpany -- well, actually, let ne back up for a
second.

In addition to the ISR filings, have there
been any ot her proceedi ngs since the transaction
closed or any other filings since the transaction
closed that have inplicated the elimnation of ADIT
and the resulting increase to rate base?

A. Yes. This has also been relevant in the
context of the earnings sharing filings. And I
believe that is the only other filing that has been

rel evant so far.
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Q And what actions has Rhode |sland Energy been
taking in the context of ISR filings and in the
context of those earnings sharing filings to account
for and fulfill the hold harnmless conmtnent in order
to prevent custoners from being harnmed or paying nore
noney because of the elimnation of ADIT?

A. W have -- Natalie and | have had trenmendous
quality tinme together navigating the appropriate neans
to ensure that custonmers have been held harmess in
t he context of those proceedings in a way that does
not otherw se violate other provisions of the Internal
Revenue Code. And to that end, we -- at least for the
past -- boy, time flies quickly -- two years, three
years, we have been adding a credit to custoners to
ensure that they have not been in any way harnmed by
the elimnation of the ADIT.

Q And that credit has been included as part of
the ISR filing?

A. That's correct.

Q And has that -- has it -- has it been the sane
process with respect to the earning sharing filings?

A I --

Q If that question is better for Natalie, |'ll
ask that --

(Crosstal k)
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THE WTNESS: | think that's better for
Nat al i e.
BY MR RAMCS:

Q Yeah. So is what Rhode |sland Energy has been
doing with the ISRfilings in terns of adding a credit
sonet hi ng that Rhode |sland Energy coul d have
continued to do in subsequent rate filings, including
base distribution rate cases, in order to fulfill the
hol d harm ess comm t nent ?

A. Certainly, we could -- as noted previously, we
could do this for the next 37 years.

Q And why would it be the next 37 years that
the -- that that adjustnent would need to be nade?

A.  The reason for that is that the assets
acquired, their tax lives will run out for -- I'm
sorry, their book lives will run out for the next 37
years. Accordingly, that results in the very |ong
span of the hold -- the -- the satisfaction of the
hol d harm ess comm t nent.

Q Ckay. And so what pronpted Rhode Island
Energy to explore a different process for inplenenting
the hold harm ess comm t nent ?

A Wll, it -- this has been, admttedly, quite a
journey both froma tax technical perspective -- well,

maybe primarily froma tax technical perspective.
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The -- we have, | would say, over the first year and a
hal f follow ng the acquisition of Rhode |sland Energy,
been challenged to identify alternative neans of
satisfying the coormtnent -- the hold harnl ess

comm tnment -- without violating other provisions of
the Internal Revenue Code.

It was approxi mately two years ago -- or a
good year and a half ago that we determ ned in a very
conplicated area that we had greater latitude than we
originally thought. That then prompted us to
contenpl ate whether there were alternative neans of
satisfying the hold harm ess conmmtnent, noting that
the -- what we thought were original fairly rigid
constraints, which would -- if we did it differently,
woul d have caused harmto custoners, the conpany,
everybody i nvol ved.

W started that process of analyzing, is there
a way to otherw se satisfy the hold harml ess
conmtted -- commtnment, noting that there was no
particul ar met hodol ogy indicated or prescribed by the
approval of the acquisition.

Q And was one of the -- one of the notivators
for seeking an alternative conpliance nechanismthe
adm ni strative obligations that woul d occur over a

37-year period?
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A.  Absolutely.

Q Al right. And was another of the notivations
for pursuing an alternative nechanismthe desire to
make this value be realized for custoners in a way
t hat was nore neaningful and -- and nore visible?

A, Wthout question. And | wll note that -- and
ny col | eagues can speak to it nore specifically, but
if you -- if you think about the credit to custoners
over 37 years, it's arelatively small amount. And --
whereas what we identified as an alternative neans of
satisfying this conmtnent would provide custoners
W th nuch nore substantial anobunts over the two-year
period as described in the inplenentation agreenent.

Q So the hearing officer noted at the outset of
this hearing that we've marked as Rhode |sland Energy
Exhibit 1 Rhode Island Energy's petition in this
matter, which includes as an exhibit the hold harnless
| npl enent ati on agreenent.

A, Yes.

Q I've got a copy of the entirety of that here
If that's easier for you.

M5. OBRIEN. Petition plus the agreenent.

MR. RAMOS: Ch, yes. Thank you. | have
copies if anybody needs it.

Good? Al right.
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BY MR RAMOS:

Q And if you turn to what | just handed to you,
the first couple of pages are a cover letter, and then
t he next several pages are the petition. | want you
to turn all the way to the agreenent itself, which is
about eight or nine pages in. |It's -- at the top, it

says, Exhibit A page 1 of 14. At the top right

corner. | think you' re al nost there.
A.  Yeah.
Q Yeah.

A.  There we go.

Q Al right. So we've been referring to this as
the hold harm ess inplenentation agreenent. Do you
recogni ze this agreenent as the hold harmnl ess

| mpl ement ati on agreenent that has been --

(Crosstal k)
BY MR RAMCS:
Q -- discussed so far today?
A Yes.

Q Yes? And if we can just turn to the sort of
| ast page of the agreenent -- not the exhibit up to
t he agreenent, but the signature page. You see that
there are two places where you've signed this
docunent, correct?

A.  Yes.
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Q So you're actually one of the people who
signed off on this --

A. That is correct.

Q Ckay. Does this hold harnmless inplenmentation
agreenent reflect the alternative process that the
conpany believes is appropriate for -- to fulfill the
hol d harm ess comm tnent that canme out of all of the
wor k that you described you' ve done with Natalie?

A Yes, it does.

Q GCkay. And can you tell me -- can you explain
alittle bit nore about how this agreenment cane about?

A. Certainly. Upon the -- well, when we |earned
that we had nore latitude under tax law to be able to
settle or conply with the hold harm ess agreenment, we
comrenced consi deration of acceleration of the
satisfaction of that coomitment. And in turn, we
determ ned that there was trenendous appeal.

If you'll allowne, I'Il pause for a second.
W have experienced trenmendous admnistrative
chal | enges and conplexity associated with the I SR
proceedi ngs and the hold harm ess conm tnent, both
fromthe conpany's perspective, fromthe Dvision's
perspective. It has not -- it's a challenging issue,
and it's taken quite a bit of tine on all parties

i nvol ved to be able to ensure that the nechanismis
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appropriate that we've inplenented.

In an effort to relieve that admnistrative
burden -- again, which has not been insignificant --
we determned that it made nuch nore sense and was
certainly in the custonmer's best interests to
accelerate the satisfaction of this hold harm ess
conmtnment to a two-year period. And pursuant to the

| npl enent ati on agreenent marked as Exhibit A -- |

think -- is that the Exhibit A?
Q Yeah.
A.  We had nunerous -- a dozen or dozens of

meetings with the D vision Advocacy Section to vet
this proposal. And ultimately, we agreed that it
woul d be in custonmer's best interests as well as the
Di vi si on advocacy section's best interests and the
conpany's best interests to settle this over a
t wo-year peri od.

And as set forth in paragraphs 2A and B of the
| nportation agreenment, the proposal -- well, the
agr eed- upon settlenent would be paynents or bill
credits to custoners in the first quarter of 2026 and
the first quarter of 2027, with paynents occurring
monthly -- January, February, March -- of each of
t hose quarters.

And in addition, we have ensured that we w ||
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not underpay pursuant to our conmtnent. In fact,
we've built in a nmechanismthat will ensure that we
pay what we proposed and what we agreed with the
Division to satisfy this conmtnent.

Q I'mjust going to unpack that a little bit.

A.  Fair enough.

Q So as part of the hold harm ess inplenentation
agreenent, did the conpany calculate a total val ue of
the hold harm ess comm tnent to customers?

A. W did, yes.

Q Ckay. And -- and | believe -- but you can
confirmfor me -- I'Il be asking questions of
M. Bauder and Ms. Hawk about how that cal cul ati on was
done, correct?

A, Yes.

Q Okay. And then -- and then does the hold
harm ess i npl enent ati on agreenent provide a nechani sm
of crediting custoners with that full value --

A.  Yeah.

Q -- through the bill credits that you just
descri bed?

A.  Absolutely.

Q Okay. And then you nentioned a process to
make sure that all of the noney that has been prom sed

to be credited to custoners is actually delivered to
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custoners, correct?

A.  Yes.

Q Rght?

A. That's correct.

Q And if you take a look at -- we'll just start
wth Section 2A, which is |abeled, electric hold
harm ess credit amount. And it's on page 4 --

A.  Yes.

Q ~-- of the agreenent. Does this page describe
t he process by which the conpany will calculate the
electric hold harml ess credit anount that will be

provided to each active account for custoners in

the -- each of the nonths that you just described --
A.  Yeah.
Q -- January, February, and March?
A.  Yes, it does.
Q O 2026 and 20277
A. Correct.

Q Oay. And | think the nechanismthat you're
describing is reflected both in the March 2027 row of
the tabl e that appears on page 4 and then is descri bed
in wrds in the first paragraph on page 5 of the

agreenent --

Q ~--is that right?
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A. That's correct.

Q Oay. And the -- can you describe what the
risk is that there would -- that all of the nobney that
I's promi sed m ght not have been paid out --

A.  Yes.

Q -- to custoners?

A. The underlying issue is that it's inpossible
to know, you know, how many custoner -- well, this
mechanismw || | ook at the custoners that have active
accounts at the end of Decenber for the January
billing and provide a bill of credit. Cone the
subsequent nonth, there may be fewer custoners. And
so it's possible that we don't pay what was
anticipated, and there could be |ess that we paid.

And that will continue until this is conplete through
the end of March 2027.

To ensure that any anounts that were not paid
because of the variances in custoner accounts from
nmonth to nonth or year to year, that when we get to
the end of the 2027 cycle, that any underpaynent woul d
be captured by this -- call it this multiplier, this
2.5 times the underpaynent anmount. And the assunption
there is that we've had two years that we've
under pai d.

Q Oay. I'"Il just stop you for a second.
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A. Certainly.
Q So first of all, you were referring to
custoners, but the -- the bill credits are going to be

pai d out on an account basis --

A I'msorry, yes.

Q -- not on a custoner basis --

A, Yes.

Q -- correct? So if a custoner has nultiple
accounts, the bill credit goes to --

A.  Yes, correct.

Q ~-- all of their accounts?

And then if we |look at that nmultiplier that
you were just referring to and al so the description of
It on page 5 as to howit works, is it fair to say
that it is accounting for the possibility of
under paynents because of the variation and nunber of
account s?

A.  Yes.

Q Yeah? And it is determning the amount -- the
total amount of underpaynments that occur over the
three paynents that are made in January, February, and
March of 2026 --

A. Correct.

Q ~-- correct?

And then it is nultiplying whatever that
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amount of underpaynent is by 2.5?

A. That's correct.

Q Rght? And adding that to the anount that
gets calculated for the bill credit for the March of
2027 paynent ?

A.  The final cycle, yes.

Q Right. And is the basis for -- or that 2.5
mul tiplier both that it assumes any under paynments that
happened in 2026 would -- could potentially occur
again in 2027?

Yes.
And al so adds an additional anmount on top --

That's correct.

o > O >

-- to account for any additional underpaynents
that mght arise?

A. That's correct, yes.

Q And if there are overpaynents, does the
custoner -- does the conmpany propose to do anything
Wth respect to that?

A. No. The conpany is -- pursuant to this -- the
terms of this inplenmentation agreement, we will just
bear that cost.

Q Okay. And the process that we just described
W th respect to the electric distribution accounts,

does that also apply with respect to the gas?
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A. That's correct.

Q And | neant gas distribution accounts as well.

A Yes. Sorry.

Q And then are there also credits being provided
to electric transm ssion only custoners?

A. That is correct.

Q And those are accounted for in Section 3 --

A Yeah.

Q -- of the hold harnless inplenentation
agreenment ? Ckay.

A. It's a very small nunber of accounts and a
very smal|l dollar amount that will be paid. But
that's absolutely correct.

Q I'msorry. | neant to say Section 2C, not
Section 3.

A. That -- that's all right.

Q Al right. So all of the terns that we've
gone through, and -- and really, all of the terns in
the hold harm ess inplenentation agreenent, is it your
under st andi ng that the Division Advocacy Section has
agreed to those terns?

A.  Absolutely.

Q Al right. And why does the conpany think
that the process set forth in the hold harmnl ess

| mpl ement ati on agreenent is better than what the
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conpany has been doing to date?

A. Again, as previously stated, the
admni strative burden will be alleviated on al
parties. W believe that this is definitely in the
best interest of custonmers to receive these |arger
credit amounts that wll nake a difference,
particularly during the winter rate cycles of 2026 and
2027 and wi |l be nuch nore neaningful than the
relatively small amount of credits that would occur
di m ni shing over 37 years. And it's -- we're always
seeki ng ways to reduce our adm nistrative burdens at
t he conpany, as we have many.

And so it -- this is undoubtedly in ny mnd --
and | woul d suggest ny col |l eagues, but they can reach
their conclusions -- a very favorable agreenent for
all parties involved, and thus we signed this
agr eenent .

Q Al right. And is it the conpany's position
that the processes spelled out in the hold harmnl ess
| npl enent ati on agreenent provi de Rhode |sland Energy
custoners with at least the full value that they would
have realized if you had continued inplenmenting the
hol d harm ess agreenent?

A.  Absolutely.

Q Ckay. And finally, for you, M. Elnore, could
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you just say for the record what Rhode Island Energy
I's asking the Division to issue an order regarding
related to the hold harm ess inplenentation agreenent
t oday?

A. Certainly. The conpany is requesting an order
affirmng or confirmng that this inplenmentation
agreenent satisfies the conpany's hold harm ess
comm tment as spelled out in the original docket
relating to the acquisition.

MR. RAMOS: Thank you.

Now, | think Ms. Hawk, |I'mgoing to turn to
you next .

HEARI NG OFFI CER SI MPKINS: Actual ly, before
you conti nue, M. Ranps --

MR. RAMOS: Yeah.

HEARI NG OFFI CER SIMPKINS: -- | just want to
speak with Attorney Vaz.

| know there's a lot of testinony being
elicited today.

MR VAZ: Yeah.

HEARI NG OFFI CER SI MPKINS:  Wyul d you prefer to
cross-exam ne on an individual basis as the testinony
cones out, or would you prefer to wait until the end
of the testinony?

MR, VAZ: | think for right now, understanding
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that they're in a panel, and not fully understandi ng
t he expertise of each individual, | think a panel may
make sense.

HEARI NG OFFI CER SI MPKINS:  So you want to wait
until the panel's finished?

MR VAZ. So l'mfine -- as of right now, |
have -- I"'mokay with waiting. |f sonething cones up,
| would -- | would request the opportunity to revisit
at the end of, perhaps, the next wi tness's testinony.

HEARI NG OFFI CER SIMPKINS: 1"l just --

MR. VAZ: Just in case there's sonething
that's specific.

HEARI NG OFFI CER SIMPKINS: Sure. |'ll ask you
t he sane question again at the end of the
next wi tness's testinony.

MR VAZ. Thank you very nuch

HEARI NG OFFI CER SI MPKINS:  You' re wel cone.

Sorry. Conti nue.

MR. RAMOS: Thank you, M. Hearing O ficer.

NATALI E HAVK,
havi ng previously been sworn, testified as foll ows:
CONTI NUED DI RECT EXAM NATI ON
BY MR RAMCS:
Q Al right. M. Hawk, M. Elnore just
testified that the conpany, as part of proposing what
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ultimately becane the hold harnl ess inplenentation
agreenent, calculated a value of the hold harnl ess
conmtnent to Rhode |sland Energy custonmers. Wre you
I nvolved in the -- that cal cul ation?

A | was.

Q Al right. And what was the role that you
pl ayed in performng that cal cul ati on?

A. | calculated the increase in the revenue
requi renent due to the elimnation of deferred taxes
as a result of the acquisition.

Q And when you say you cal cul ated the increase
I n revenue requirenment, you're saying that you
cal cul ated what anount -- what additional anmount
custoners woul d have had -- woul d have been payi ng
because of the elimnation of ADIT that the conpany
had to then account for?

A. Correct.

Q And was the calculation that you performed for
the entirety of the inplenentation of the hold
harm ess --

A. That is correct, yes.

Q Ckay. And can you -- can you tell the hearing
officer and the other parties here today how you
cal cul ated that anount?

A. kay. So to calculate the increase, we had to
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understand the cal cul ations with and without the
acquisition. So to do that -- the main driver behind
that, as M. Elner nentioned, was tax depreciation,
whi ch runs out through 20 -- 2062. So we cal cul at ed
the tax depreciation on the net tax value of the
assets that were acquired by PPL. So under -- under
PPL. And then we cal cul ated tax depreciation on the
assets under National Gid prior to -- right prior to
t he acqui sition.

The difference between the tax depreciation
on -- in those conputations nmultiplied by the tax rate
I's your change in accunul ated deferred i ncone taxes.
And we did that by year and for transm ssion, electric
distribution, and gas distribution custoners. So by
doing that for each year through 2062 and the sum of
all those calculations is your total revenue
requi renment inpact --

Q Ckay.

A, -- fromthe acquisition.

Q Geat. And so that calculation gave you a
total anmount that if you had continued to inplenent
the hold harml ess commtnent as it has been done to
date as -- for exanple, in ISR proceedi ngs, would have
been the dollars that the credits would have been in
total through 20627
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A. Correct.

Q Okay. And so -- and you said you did it
separately for electric distribution, gas
distribution, and electric transm ssion, correct?

A. Correct.

Q And -- and so the total nunmber -- there were
actually al so separate nunbers for each of those
conponents, correct?

A, Yes.

Q And for electric transm ssion, sone of that
was for the transm ssion only customners?

A. Correct.

Q And sone of it also went to electric
di stribution custoners?

A, Yes.

Q Okay. Al right. And then that nunber, would
it -- would it be fair to say what -- whatever that

nunber is in -- was in nom nal dollars?
A.  Yes.
Q Ckay.

A.  That was nom nal, vyes.

Q Ckay. Gkay. Can you speak up a little bit?
"' mnot --

A. Sorry. Yes. That was in nomnal dollars,

yes.
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Q Al right. And then is that nom nal dollar
amount the sanme nunber that we are now using in the
| npl enent ati on agreenent ?

A. It is not.

Q GCkay. And is that because there was
ultimately a discounting process to net present val ue?

A. Correct.

Q And in fact, the -- the hold harm ess
agreenent itself -- the inplenentation agreenent
itself indicates that it was a net present val ue
amount, correct?

A Yes.

Q And now -- well, were you involved in

cal culating the net present val ue?

A. | was learning --
Q Ckay.
A. -- with ny colleague.

Q Right. And that was sonething that M. Bauder
was responsible for doing, correct?
A. That is correct, yes. Yes.
MR RAMOS: So | was going to turnto M.
Bauder now, but | would...
MR VAZ. So | certainly have questions on
that, but if you think M. Bauder's testinony is going

to build off of that and tal k about net present val ue,

@ ESQUIRE 800.211.DEPO (3376)

DEROSITION SOLUTIONS EsquireSolutions.com



© 00 N o o B~ W DN P

N I R N R N N N N T o T T e S S O N
o &~ W N B O © 00 N OO 0o M WO N O

HEARING July 18, 20
IN RE: PETITION OF PPL

25
54

I'mfine with waiting until he's done.

MR. RAMOS: That is exactly the intent.

MR. VAZ: Ckay. | assuned, but | -- | am
careful doing that, so let's -- thank you.

DWAYNE BAUDER,
havi ng previously been sworn, testified as follows:
CONTI NUED DI RECT EXAM NATI ON

BY MR RAMOS:

Q So M. Bauder, as Ms. Hawk just indicated,
were you involved in calculating the net present val ue
of the amount of value to Rhode Island Energy
custoners fromthe hold harm ess comm t nent ?

A | was.

Q Ckay. And can you just describe for a second
the rel ationship between the nom nal dollars that
Ms. Hawk just testified she calculated and the result
of a net present value calculation --

A.  Yeah.

Q -- fromthose dollars?

A. Yeah, 1'd | ove to.

Q Yeah.
A So just -- let ne just walk through it for
everybody to understand in sort of a -- a sinple

manner here.

So as Ms. Hawk expl ai ned, we went through and
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calculated the difference in the rate base as a result
of the elimnation of the ADIT, which would then, in
turn, result in an increased revenue requirenent,
right? Those increase in revenue requirenents span,
let's just say from-- we put on the tineline from May
5, 2022, all the way through 2062, as we've been

di scussing, right? This is a long tine period. W
cal cul ate those revenue requirenents per year and have
themon our tineline, right?

HEARI NG OFFI CER SIMPKINS: |'msorry. Just a
question. So those are increnental annual
I ncreases - -

THE W TNESS: Yes.

HEARI NG OFFI CER SIMPKINS:  -- in rate base
over tine?

THE W TNESS:. Yes.

HEARI NG OFFI CER SI MPKINS:  Ckay.

THE WTNESS: Yep. So since those happen at
different points in tine, we have themfrom you know,
obvi ously, 2022 through 2062. W |ook at -- at those
amounts. W know that a dollar in 2057 is not the
sane as a dollar in 2028, right? So then what we do
then is we use tine value noney formulas, right,

t hrough di scounting, through conpounding, to convert

all of those different cash flows and -- and revenue
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requirenent increases to one point in tine so we can
conpare and sumthemtogether. Right?

So what we did is we -- what | do is | take
t hat anount per year, and | discounted everything that
woul d occur from January 1, 2026, in the future, back
to 2026. And there is a transm ssion paynent that
woul d take place before 2026 because the FERC formnul a
rates have occurred, and we have been accrui ng noney
to return to custoners. For those, | don't want to
say the word "discounting," so | wll say conpoundi ng.

So what in those | actually do is | would increase the

anount - -
HEARI NG OFFI CER SIMPKINS: So is --
THE WTNESS: -- to convert that to 2026.
HEARI NG OFFI CER SI MPKINS:  Just so |
understand, is there, like, an annual inflator that's

used per year --

THE W TNESS: Yes.

HEARI NG OFFI CER SI MPKINS:  -- based on, |iKke,
a 3 percent annual --

(Crosstal k)

THE WTNESS: Yeah. So the way -- the way we
get to the -- the way we convert froma nom nal dollar
anmount to a present value anobunt is by using weighted

average cost of capitals, which would be used to
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ei ther conpound or accrete the anobunt to go froma

hi storical anmpbunt to a present anmount. And we woul d
say discounting froma future anount to a present
amount. So what this does is it allows us to | ook at
all of the cash stated in 2026 doll ars.

BY MR RAMOS:

Q Thank you. Now, the hold harmnl ess
I mpl enent ati on agreenent calls for paynments to be nade
both in January, February, and March of 2026 --

A.  Yeah.

Q -- and in January, February, and March of
2027. How did you -- how did you then take those 2026
dollars and cal cul ate the 2027 paynents?

A. Yeah. So as | just described, we took that
stream of paynents and we put it into 2026 dollars
using the tinme value noney fornulas, right? That
resulted in -- let's just say if we did -- would have
done one paynent, it would have been the $148 m i on,
right? Instead of paying it all on one year, we
decided to pay in two years.

So what -- what you may think about, tine
val ue noney didn't exist. You just divide the nunber
in half, and their same anount in '26 would be the --
you woul d pay, and then the sanme anmount in 2027,

right? But since the paynent is -- the second paynent
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I's occurring in 2027, just as tinme val ue noney, just
as | nmentioned before, a dollar in 2027 is not as --
worth as nuch as a dollar in 2026. So what we did is
we conpounded those dollars up to provide the
custoners for the tine value differential in waiting
t hat one extra year.

Therefore, like, just to say it sinply,
receiving a payment of 74 mllion -- or a credit of 74
mllion in 2026 or an 80 mllion-dollar credit in
2027, those anounts are econom cally equival ent.

Q And when you say, econonically equivalent, you

mean that the full value of 70 -- the 70 -- we're just
going to -- for approximte nunbers.

A Yeah.

Q The 74 mllion --

A.  Yeah.

Q =--1in 2026 is equal to $80 mllion in -- in

2027 because of you conpound for the tinme val ue of
money for that one year?

A. Yeah. So say -- think of it this way. |If you
coul d receive $100 today, 110 next year, or 121 in two
years at a 10 percent discount factor, all three of
t hose nunbers, while nomnally sound different, are
the sane in 2026 dollars. And that is exactly the

concept here.
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Q Geat. So you nentioned over the course of
your explanation that you used the wei ghted average
cost of capital --

A Yep.

Q ~-- as the -- both the discount rate and the --
| think the -- M. Hearing Oficer referred to it as
the insulator. | think you referred to it as a -- as
a conmpounder. Wy was that the rate that you used?

A. Yeah. So we decided to use the rates
established in the -- through regul atory nechani sns as
of the date the transaction occurred. So we are using
8.23 percent for distribution as is consistent with
the last filed rate case; 8.41 for gas; and we are
using 9.15 for transm ssion.

It's inportant that -- you know, mny coll eague,
Ms. Hawk, nentioned that she keeps the rate base
cal cul ati ons separate for distribution, transm ssion,
and gas. That's part of the reason why this is
| nportant, so we can keep those anounts separate and
be able to discount themand bring themto the
appropriate tine period in present value terns using
their own respective appropriate wei ghted average cost
of capital.

Q Ckay. Were there any other assunptions that

you used in perform ng your net present val ue
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A.  Yeah. The -- the other assunption would be
related to when the revenue requirenent differential
bet ween what a custoner woul d have paid under Nat
Gid s ownership or our ownership would have taken
pl ace.

Q You just -- when you say, Nat Gid, you're
referring to National Gid, correct?

A.  Yes.

Q Ckay.

A. Yes. Yes. Sorry.

Q GCkay. Can you just start that answer over
again? | think maybe you m ght be going a little fast

for everybody to pick up everything you're saying.

A Oh, I"'msorry. Yeah, yeah, yeah. No, so --
what was | asking, Andrew? O --

Q So the question was what other -- what, if
any, other assunptions did you nake as part of your --

A.  OCh, yeah, yeah. Sorry.

Q -- net present value calcul ation.

A. Sorry. Yeah. So what we are assune -- what
we have to assune, then, is just because a rate base
increased as a result of the accunul ated deferred
I ncone taxes being elimnated does not necessarily

I nherently nmean that that woul d have generated a
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revenue requirenent inpact to the custoners. It is
when that rate base is actually used to calculate the
revenue requirenent -- that is when that becones in
scope. So what we have to do is nake an assunption of
when woul d the next distribution rate case cone into
effect? Wiich is essentially the other mgjor
assunption that we need to conplete this calculation.

Q And what was the assunption that you nade in
t hat regard?

A.  So we assuned that the next gas and
di stribution-based rate case effective date woul d be
August 1, 2026.

Q For both gas and electric?

A Yes.

Q Oay. And -- and what is the inpact of that
assunption? And let ne ask that, actually --

A.  Yeah.

Q ~-- alittle bit differently. If newrates
went into effect at a date later than August 1 of
2026, woul d that have any inpact on what your
cal cul ati ons were?

A.  Yeah. So August 1, 2026, the reason why we
made that assunption is because that is the first
time -- the earliest that new rates can go into effect

given other commtnents that we nade in the -- in the
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acqui sition of Rhode Island Energy. Therefore, | am
in this calculation, providing custoners wth the

val ue of an increase in the revenue requirenment from
August 1, 2026, going forward. Should that not be the
case and we woul d actually have effective rates beyond
8/ 1/ 2026, that would nean that we woul d have

conpensated custoners for harmthat they didn't

experience.
Q Soif I could ask that maybe ina -- ina --
ina--let's -- with a couple of followup questions

to try and clarify.

Are you saying that if new rates went into
effect at a date |ater than August 1, 2026, then the
amount of the increase in revenue requirenent that
Ms. Hawk descri bed cal cul ati ng woul d be | ower than
what Ms. Hawk cal cul at ed?

A.  Yes.
Q GCkay. And are you also then saying that the
hol d harm ess inplenentation agreenent, if it was

carried out --

A.  Yeah.

Q -- would then conpensate custoners for nore
than --

A Yes.

Q -- what the value of the hold harn ess
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comm tment iS?

A, Yes.

Q And so the total amount of the hold harnl ess
credit amounts that is reflected in the hold harnless
i npl enent ati on agreenent is $154, 974, 636, correct?

A. Correct. Yep.

Q And that consists of a total of 74,919,759 for
el ectric distribution customers?

A Yep.

Q And that consists of a total of 79 mllion,
912 dollar -- $912,470 for gas distribution custoners?

A Yep.

Q And then $142,407 for electric transm ssion
only custoners?

A. That's correct.

Q And all of those nunbers are the result of the
net present value calculations that you just described
t hat you performed based on the nom nal dollar
cal cul ations that Ms. Hawk --

A Yes.

Q You described a | ot about the way in which you
performed these cal cul ations just now. |s that
sonet hing that was nmade -- that, to your know edge, at
| east, the Advocacy Section was nade aware of ?

A.  Yes.
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Q And in fact, is it something that you
participated in neetings with the Advocacy Section
regarding related to how these cal cul ati ons were done?

A.  Yeah. The -- | nean, these calculations are
conpl ex, and we went through with the Advocacy Section
col |l aboratively many different iterations, many
different cal cul ations, and shared through a
transparent process all of the calculations along the
way to ensure that everybody understood exactly how
the cal cul ati ons worked and the assunptions that were
enbedded i nside of those cal cul ati ons.

Q And it is -- is it your understanding that the
Advocacy Section agrees that your cal culations are an
accurate and fair calculation of the net present val ue
of the hold harm ess commtnent to custoners?

A.  Yes.

MR RAMOS: | have no further questions at
this time. Thank you very much.

HEARI NG OFFI CER SI MPKINS: Ckay. Attorney
Vaz?

MS. HETHERI NGTON: | have no questions.

MR, VAZ: (kay.

MS. HETHERI NGTON:  Thank you.

MR. VAZ: Thank you. Good norning, everybody.

UNI DENTI FI ED MALE SPEAKER: Good nor ni ng.
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UNI DENTI FI ED MALE SPEAKER.  Good norni ng.

MR VAZ: Please bear wwth ne. | am an
attorney, not an accountant. Not -- anything close to
the things that you guys do goes through ny desk on a
regul ar basis, so --

HEARI NG OFFI CER SIMPKINS: | think we all
bel i eve the sane as attorneys.

MR ELMORE: And if it nakes you feel better,
|''mnot an accountant either, so..

MR VAZ: | did hear you went to | aw school,
t hough. Yeah.

MR, ELMORE: [|'m an attorney.
MR. VAZ: So don't judge ne too harshly.
MR ELMORE: Well, | ask --
MR VAZ: Yeah.
MR. ELMORE: | ask people that regularly.
MR. VAZ: Thank you.
CROSS- EXAM NATI ON
BY MR VAZ:
Q Soto start -- and you may have expl ai ned

this, but nmy understanding is that in order to

cal cul ate net present value, typically there would be
sonething called a discount. What is the discount
rate that was used?

A. The discount rates that were used were the

@ ESQUIRE 800.211.DEPO (3376)

DEROSITION SOLUTIONS EsquireSolutions.com



© 00 N o o B~ W DN P

N I R N R N N N N T o T T e S S O N
o &~ W N B O © 00 N OO 0o M WO N O

HEARING July 18, 20
IN RE: PETITION OF PPL

25
66

wei ght ed average cost of capitals that were
established in the regulatory neans at the date of
the -- of the transaction, 8.23 percent for
distribution, 8.41 percent for gas, and 9.15 percent
for transm ssion.

Q Soif | look at -- and | believe you have a
copy of the agreenent handy. |If | |ook at the Exhibit
A at the very last page of this, there is attached the
agreenment. |Is that -- so that's line 5 --

A. That's right.

Q -- the weighted average cost of capital ?

A. That's right.

Q And those nunbers specifically came from
where? So | understand that they' re regul atory, but
where did -- where did they cone fronf

A. So the distribution and gas woul d have been
fromthe [ast base rate cases, and the transm ssion,
we -- at least | got fromthe integrated facilities
agreenent in 2022.

Q Soin -- so in each of those docunents, they
woul d have al so been | abel ed a wei ghted average cost
of capital?

A Yes.

Q GCkay. Can you explain again how you

determ ned that that was an appropriate nunber to use?
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A.  Yeah, sure. So discount rates inherently
represent the capital structure for the debt portion
and the equity portion of a conpany, and al so the
rel evant and prevailing cost of equity and cost of
debt return expectations that, you know, investors may
have to be able to raise the appropriate anount of
capital for us to run the business, right? Those
amounts are |argely subject to, you know, nany
different assunptions. | would say sinply that if you
put 100 practitioners in a roomand you asked 100
practitioners to cone up with a weighted average cost
of capital on the fly, you would get 100 different
answers, right?

So what we do is we -- what | |ooked at is
these rates were established, right, and we believe
that they are fair, reasonable representations of the
current wei ghted average cost of capitals and a good
mar ker for what those wei ghted average cost of
capitals will be throughout the tinme period in which
we' re di scounting over 30 sone years. That nmay nean
that in sone periods, they could be a little high;
they can be a little | ow

But over 30 years, what we're trying to do is
you are finding an established good baseline that is

justifiable, and that we know t hat we cannot predict
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the future, but we are using our best reasonabl e and
sound judgnent to cone up with a discount rate that
fairly represents what we believe is the -- a fair and
bal anced view of the world going forward.

Q Andis it fair to say that these nunbers would
change potentially at the next base rate case?

A.  Yeah.

Q Gkay. And how did you account for that in
deciding to choose these nunbers versus the nunbers
that mght take place in a year?

A Al right. Yep. So first, | would -- |
believe that it is not an appropriate thought process
to just think about how those rates would change in
the next rate case proceeding. That would be too
limted of a view This is along-termtine period in
which we're discounting. | am-- | amcertain that
time periods can take place over the next 30 years
were they can go up, where they can go down.

What we do is -- and in our determnation is
that the anobunts of the weighted average cost of
capital that we use were those good m dcycle
conditions that we believe best represent what the
WACC can be over the 37-year tine horizon so -- that
we' re using.

Q Okay. And just for the record, | think WACC
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I s wei ghted average cost of capital, right?

A Yes.

Q kay.

A, Yes.

Q | did get that one, but | just figured...
A | -- yeah. I|'msorry for -- yeah

Q No, that's okay. Wuen you determ ned that the
current regul atory nunbers were appropriate, did you
| ook at any historical nunbers?

A. | -- so yeah. | looked at the -- those WACC,
right? | |ooked at historical information, and |
| ooked at different econom c markers for forecast and
going forward. And to ne, they all seemto be wthin
a reasonabl e range to use given different economc
condi tions and theories and projections going
forward -- that those were, in fact, reasonable and
justifiable discount rates.

Q Do you know how far back you went?

A. Not off the -- off the top of ny head, |'m not

going to...
Q GCkay. | did have a question about this
same -- since we have it out, the sheet --
A Yeah.
Q -- page 14 of 14 that's nmarked Exhibit A
A, Yep.
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Q So | understand that line 1 where it says,
total net present value settlenment 1/1/2026, the total
nunber there, the 148-707 and change.

A.  Yeah.

Q That is the 2026 dollars --

A.  Yes.

Q -- nunber that you were tal king about earlier?
A.  Yeah, yeah. Yep. Yeah. So --

Q kay.

A.  Go ahead.

Q Yep. And then I'mtrying to understand, right
before the total, there's a reference to pages 3 to 5,
line 54, and | believe the only docunent that was
submtted is this one single page. So what is that
ref erenci ng?

A. So that, | would have to --

M5. HAWK: [t's the entire conputation of al
t he revenue requirenment calculations by year. So it's
all the details that support this one page.
BY MR VAZ:

Q GCkay. And were those details provided to the
Advocacy Section?

A, Yes.

Q Ckay. Were they provided to the Division or

the other parties in this docket?
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A. Not to ny understand -- | do not know how to
answer that question.
Q Cot it. GCkay. Nobody on this panel presented
the full packet to the Division, did they?
A. Not that |'m aware of.
MR RAMOS: He's asking if any of the three of
you provided it.
THE WTNESS: ©Ch, no. No. Yeah

BY MR VAZ:
Q Ckay.
M5, HAWK: Ckay.
BY MR VAZ:
Q | was like, you can answer that. And |

understand. So woul d that be a docunent that you
woul d have access to?
A.  Yeah.
Q kay.
MR VAZ: Wuld it be appropriate for nme to
ask a record request to provide that full packet.
HEARI NG OFFI CER SI MPKINS:  Woul d t hose
docunents contain any proprietary information that
woul d need be to be redacted prior to its
di stribution?
MR RAMOS: | would have to double check. W

kept them confidential in our provision of themto the
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Di vi si on Advocacy Section pursuant to the
nondi scl osure agreenent that we have with the D vision
Advocacy Section. And | can't -- we'd have to do a --
a closer evaluation to determ ne whether they need to
remain confidential nowthat -- nowthat it's conplete
or not.

HEARI NG OFFI CER SIMPKINS: Let ne hold off on
maki ng a determnation until | hear back from Rl
Energy in terns of confidentiality --

MR VAZ: Confidentiality --

HEARI NG OFFI CER SI MPKINS: -- of that
I nformation.

MR VAZ: (Ckay. Thank you.
BY MR VAZ:

Q And when you had said that you had had
mul ti ple opportunities to consult with the Advocacy
Section, there was a back and forth on the nunbers; is
that fair to say?

A. There's a back and forth on the -- on the
calculations. Like, just in -- in plain English, we
schedul ed neetings many tinmes throughout this to go
through different cal culations, different updates, to
wal k through line by line the cal culations, how they
work with the consultants, with the advocacy D vision

to make sure that everybody felt confortable that this
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was -- you know, that all the nunbers that led to this
attachnent here were put together in a way that
ever ybody understood and believed was a fair and
reasonabl e representation of the underlying econom cs.
Yes. There were many different -- painstaking through
hundreds of hours of |ooking at the nunbers, having
meetings, going back and forth, discussing what woul d
be the best approach, how did we do the assunption,
sensitivity analysis on these things. Yes, we went
through nmultiple tines.

| don't know exactly the picture you're trying

to paint, but I amtrying to nake sure that |

actively -- or accurately reflect that it was a very
col | aborative process. It --
Q Right.

A.  Along the way.
Q And I'mnot trying to paint a picture.

A Yeah.

Q Trust me. I'mjust trying to understand what
t he process was because obviously, | -- | think you
can confirm and I'Il ask you to confirm-- the

attorney general's office wasn't party to those
di scussi ons and hasn't seen any docunents --
A, No.

Q -- related to those, correct?
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A. Correct.

Q GCkay. And no other party to Docket 21-09 was
there other than the Advocacy Section; is that fair?

A. That's -- yeah, correct.

MR ELMORE: | would -- if | may, | would -- |
woul d add that in our deliberation on the cal cul ations
and the iterations thereof, we ensured throughout the
process that we erred in favor of custonmers as we
wanted to never be in a position where it could be
asserted that the conpany was falling short of
satisfying this condition, which we have very
seriously taken and very seriously conmtted to. And
| think -- | believe conpletely that these
calculations are in favor of customers, certainly not
t he conpany.

MR VAZ: So | certainly understand that. And
to the extent that you thought that | was suggesting
that you thought otherwise, I"'mnot. Al right? ['m
just --

MR. ELMORE: Fair enough.

MR VAZ. -- trying to understand what's in
the record and what's been available and what is
avail able to the decision maker, the Division, as
opposed to what was provided to the Advocacy Section

and what you're representing they've gone through.
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BY MR VAZ:

Q Wen you were considering the inpacts of the
next rate case, is it fair to say that you assuned
rates were going to go up?

A | -- what -- I'"'mnot assumng that. | am
| ooking at -- | amnot |ooking at just one rate case
because these cal cul ations are beyond that. That
woul d not be an appropriate way for ne -- as a finance
practitioner, in a tinmline as long as this, that
woul d be too narrow of a scope to look at. So no,
| woul d not say that.

Q Okay. Then | would ask you just to clarify
because | may have m sunder st ood what you were saying
about the benefits to rate payers if the rate case
wasn't deci ded by August 2026.

A.  Yeah. Oh, for sure.

Q Andit's entirely just --

A.  Yeah, yeah.

Q -- | may not understand.

A. No, no, no, no. These are -- these are
separate things. Let's nake sure we understand that.
Let's say -- put the rates aside, right? This is nore
of a matter of when would the increase in rate bases
actually be used as a foundation to devel op a revenue

requirenment, right? W have not gone in for a base
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distribution rate case since National Gid's
ownership, right?

MR. ELMORE: Back in 2018.

THE WTNESS: Back in 2018. Therefore, those
assets have not had an opportunity to even generate a
new revenue requirenent. So the fact that the rate
base behind the scenes has gone up does not matter

froma revenue requirenent perspective because they

weren't used. These -- been nenorialized since 2018,
right.
BY MR VAZ:

Q And -- sorry. To clarify, when you say, those
assets --

A.  The assets --

Q -- which assets are you tal king about?

A.  The acquired assets that were subject to the
accunul ated deferred income tax --

(Crosstal k)

BY MR VAZ:

Q Ckay. So not assets that have been consi dered
separately in, for instance, the |ISR?

A. No. Right. So -- yeah, the assets in -- that
were subject to the | SR have been handled in the I SR
plan. It is those other assets that have not been

handled. And let's just -- to be clear about that,
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that is the transm ssion assets. And that is the
non-| SR assets for distribution and gas, right?

For the transm ssion assets, right, though --
through -- let's just address that real quick.
Through the FERC fornula rate -- the FERC fornula rate
Is what it is. It is formulaic. What we did for that
Is we accrued for all of those revenue requirenent
| npacts fromthe tine they would have taken place up
until the settlement of the final depreciation of the
| ast asset in 2062. W have all of those enbedded in
here because those anounts -- there was no way to
handl e that |ike there was for the I SR-rel ated assets,
right? So for the non-1SR-related assets, they are in
a position where they do not have an inpact until
there's a next rate case, right? |If the rate case
woul d happen in August 20 -- August 1, 2026 -- the
rate case effective date would be August 1, 2026, that
woul d be the date in which the new rates woul d have
gone into effect, and those higher rate bases woul d
have harnmed cust oners.

To the extent that that is beyond that, right?
Like, let's just say it's January 1 of 2027, right?
Then the custoners woul dn't have had to pay higher
revenue requirenents until January 1 of 2027 because

the rates haven't gone into effect yet. W are paying
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custoners in this as though the rates go into effect
August 1, 2026. Should they not actually go into
effect until January 1, 2027, we'd own that risk. And
we would -- the custoners woul d have been paid as

t hough the rates went into effect August 1, 2026, and
we woul d have sinply just overpaid. And that's a
position that we accept.

Q And when you talk about the rates in 20 -- the
rate base in 2026, do you know t hat because of the
assets being known at the tinme of the sale?

A Yes. Yes.

Q No, that nakes sense to ne.

A.  Yeah.

Q As far as future ISR assets, how is that
accounted for?

A. Yeah. So the -- so what -- the ISR assets
have been a part of these -- part of this process
since the beginning. So for the -- for the ISR
for -- we have made manual adjustnents in the ISR plan
for the fiscal year '24, '25, and '26 plan to
conpensate for those increase in rate bases that would
have occurred under the ISR plan. W have the manual
adjustnent in there, and those were satisfied from
that point forward, August 1, 2026. Al of the

| npacts those assets could have had, whether |SR or
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non | SR, are enbedded in these cal cul ati ons.

Q Ckay. Thank you.

A. Essentially, the -- they all true up at that
point, right. They're -- they're all in scope at --
at that point base. And base and ISR are al
reflected in the calculation from August 1, 2026
quarter.

Q Sois it fair to say that -- and | understand
that's not what's being presented here, but that
anot her opportunity to determne a calculation of the
hol d harm ess would be during the rate case? |Is that
sonet hing that could be factored into rate base in a
rate case general ly?

MR, ELMORE: If | can answer that? Certainly.
But the question is, why add this additional |ayer of
conplexity into the rate case? W're going to have
plenty of conplex issues associated with that rate
filing.

And further, to the anbition of reducing

admnistrative conplexity, it nmakes sense, both froma

conpany perspective -- and | -- |I'll speak on behalf
of the Advocacy Section of the Division. It -- it
makes sense to -- to clear the decks, if you wll,
because it's -- it's going to take an issue off the

table, and we'd all be better served by reducing the
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| ssues, not increasing the issues that will be
addressing that rate proceedi ng.
BY MR VAZ:

Q And | guess | should clarify. So with respect
to the, the full docunent we were tal king about
earlier, obviously, a page fromit was provided as
Exhibit Ato the agreenment. Wuld that full docunent
provi de the underlying nunbers and data in their
entirety that were relied upon in determning the

present value and these cal cul ati ons?

A, Mmnhmm
Q Ckay.
A.  Yes.

Q That was ny understanding, but | wanted to
make sure. Do you know if the Advocate Section
perfornmed its own analysis and cane up with
| ndependent nunbers relating to net present val ue?
And you may not.

MR ELMORE: | -- | don't believe that we can
speak to the actions of the Advocacy Section w thout
our invol venent.

MR, VAZ: (Ckay. And does the current
settlenment represent the anount that the conpany put
f orward.

MR ELMORE: It -- it represents an anount
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t hrough, as | noted previously, multiple neetings and
t he sending of calculations. And so it was an
Iterate -- iterative process pursuant to which we
agreed that the calculations do, in fact, serve to
satisfy our hold harm ess commtnent and are fair,
reasonabl e, and again, it's a slightly skewed toward
t he benefit of custoners.

MR VAZ: And when you say we, sorry.

MR ELMORE: The conpany.

MR VAZ: Ckay. And so you're not speaking
for the Advocacy Secti on.

MR ELMORE: Well, | -- what -- what |'m
speaki ng about is the neetings that we had. W went
through all of the calculations together to ensure
that we all understood them And so again, it was an
Iterative process to land on, if you wll, the
appropriate nunbers reflected in the inplenentation
agr eenent .

MR. VAZ: Ckay. That's what | thought you
were saying originally, but your answer --

MR, ELMORE: |'msorry.

MR VAZ: Your answer to who we was just -- |
just wanted to clarify --

MR ELMORE: Ckay.

MR VAZ: -- who we was.
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MR. ELMORE: Apol ogi es.

MR VAZ: No, no problem One other question
that | had was about the inplenentation of the
agreenment. So again, we're not tal king about actually
doi ng the paynents, but let's say hypothetically, that
t he paynents were approved sonehow and were noving
forward, how would the conpany be accounting for | ow
I ncome custoners who get a full billed discount?

MR. RAMOS:. (bjection on rel evance grounds,
but --

MR VAZ: So | think this is very rel evant
because if the discount works inappropriately, there
woul d be a shortfall. Like paynents woul dn't be nade
in -- to those custoners in the same anount as ot her
custoners, so --

HEARI NG OFFI CER SIMPKINS:  |' m not sure |
under st and your.

MR VAZ: M questionis, let's say I'ma
| ow-i ncome custonmer with a 25 percent total bil
di scount. You're saying here that paynments are being
made to each accountant. |Is the full paynment being
made to each account, or are those custoners receiving
a di scounted paynent?

MR. ELMORE: They are not receiving a

di scount ed paynent.
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MR, VAZ: Ckay. That's all | was asking.
Sorry if | was confusing --

MS. HETHERI NGTON: [t's the sane credit for
every client.

MR, VAZ: kay. So they would receive the
sane anount as a typical A-16 custoner

HEARI NG OFFI CER SI MPKINS:  You're still
objecting to the question in this forn?

MS. HETHERI NGTON:  Yeah. Qops.

MR RAMOS: | am

MS. HETHERI NGTON:  Ch, sorry.

MR RAMOS: But -- it's -- but it -- they've
answered it. "Il withdraw the objection,

MR, ELMORE: It's being applied on an account
basis. So, you know, | -- | can -- certainly -- it's
maybe nore than a hypothesis. But will |owincone
custoners |likely be served quite well through this
| npl enentati on agreenent? | woul d suggest that the
answer is yes.

MR. VAZ: Yeah. That -- that was all. | was
just making sure that that wasn't creating some kind
of gap in what was supposed to be paid out versus what
was - -

MR ELMORE: Not at all. Not at all.

MR. VAZ: Yeah. | think that's all | have for
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questions right now | would Iike to renew ny
request. | understand that the Hearing Oficer needs

to make determ nations about confidentiality, but I --
| would request that the full schedul es of which we
have a part in Exhibit A to the agreenent were entered
into the record. | guess, if necessary,
accommodat i ons could be nade for confidenti al
information. But | -- | would ask that the parties
have an opportunity to bend that so that we can
t horoughly determ ne whether that an independent
assessnent of the -- of the nunbers being appropriate.
HEARI NG OFFI CER SI MPKINS: | guess ny question
Is to that would be why now? You' ve had -- and the --
and this -- I'mnot trying to sound condescendi ng, but
this was filed on June 19. You know, we didn't
receive anything fromthe AGs office until now.
Wiere if this request had been nmade prior to the
hearing as a data request, you know, that if that
I nformati on had been rel eased, you woul d have had
three-plus weeks to reviewit. [It's ny understanding
also that in this process that there is a tine period
that you' re | ooking to have in order fromthe decision
by; is that correct, fromthe hearing officer,
correct?

MR ELMORE: That is correct.
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MR. VAZ: Has that tinmeline been nade to
public? | -- 1 don't know. | -- I'mnot trying to
be disrespect -- | just don't know what tineline
you're referring to.

HEARI NG OFFI CER SIMPKINS: It -- typically, in
any proceeding, it's not wth this proceedi ng, but
generally, there is a request for a decision by a
certain -- whether it be a consumer matter. |'mjust
speaking in generalities. So that woul d be ny guess
inthis situation as well. And | wouldn't want to --

MR VAZ: And --

HEARI NG OFFI CER SIMPKINS: |f there was a
timeline contenplated, | wouldn't want to prejudice
that tineline.

MR VAZ. And to -- to respond to your
coments, and | take themat face value as to tim ng,
our office filed -- there was no indication of what
process was going to be followed for this petition,
and the docket had already had a conplete order, a
final order, and no hearing officer until |ast Friday.
We did file a notion, which now has been noved, but
t hat was seeking additional process, and no order has
been nmade on that.

The decision -- the review of this took tine

in ny office. | -- 1 nade a filing as early as |
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could. | amnowtrying to see the entire record and
ensure that there is a conplete record, which | -- |
think that the hearing officer should have the benefit
of being able to review these docunents that were
exchanged between two, but not all of the parties in
this -- inthis hearing to cone up with the net
present value. And | think that it's appropriate to
have an appropriate period of tinme to review those
documents so that we can consult.

| understand that there's been sone process
here today and that |'ve had an opportunity to cross
exam ne these wi tnesses, but the docunents that they
relied on have not been nmade available to ne at this
point. And | have not had an opportunity to consult
wth -- as | nentioned, |'ma |awer, not an
accountant, and | haven't had an opportunity to
consult with anyone to review these nunbers.

Again, it's entirely in the interest of a
fully transparent process. It's not a -- a
determ nation as to whether or not the nunbers are
appropriate. It -- it's a request for an opportunity
to review those to ensure that the people of Rhode
| sland are -- and | understand that the w tnesses
today have indicated, but it's an opportunity to

ensure that the people of Rhode Island are receiving
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the full benefit of the hold harm ess comm tnent that
was made at the tine of the sale.

MR RAMOS: |If | may respond briefly, M.
Hearing O ficer.

HEARI NG OFFI CER SI MPKI NS:  Sur e.

MR. RAMOS:. The subject matter of this
petition is for the Division to determ ne whether the
I mpl enent ati on of an agreenment satisfies and conplies
with a condition that was inposed by the Division.
The attorney general is participating in this
proceeding as an intervenor. But this is not an issue
on which the attorney general, you know, sought to
I npose this commtnent in the first instance. It was
not an issue on which the attorney general took the
appeal fromthe approval order to the superior court
that ultimately resulted in the settlenent agreenent
wth the attorney general. The determnation as to
whet her the Division's condition has been net lies
W thin the province of the D vision.

And the -- in this particular circunstance,

t he Advocacy Section serving in the role of ratepayer
advocate, as the Division ordinarily serves in that
role in matters before The Public Utilities Conm ssion
has had an opportunity to review, weigh in, and has

signed onto the agreenent itself that is now being
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presented to the Division to determ ne whether there
I's conpliance with the Division's condition.

The attorney general has not articulated a
particul ar unique interest beyond that of that, that
I's being played by the Division Advocacy Section in
connection with this particular petition. And while |
appreciate the desire for there to be a conplete
vetting and revi ew of whether or not the order has
been conplied with, |I believe is fully wthin the
province of the Division to determ ne what it needs to
see and whether the review that has taken place to
date by the ratepayer advocate by -- in the form of
t he Advocacy Section and the presentation that has
been nmade by the conpany as reflected in a docunent to
the agreenent that the -- those two parties put
together is in satisfaction of the condition that it
was the Division put in place, not the attorney
gener al .

MR VAZ: If | may speak to just one point,
and it's just a point of clarification. | believe --
| believe Attorney Ranbs -- and | don't believe it was
intentional -- but he did indicate that the attorney
general had no interest in the hold harmess at the
time of the sale. And that's not true. Qur experts

opined on the need for a hold harm ess. An exanple
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woul d be our joint testinony fromour experts on page
27. Their pre-file testinony is one area where we
noted concerns. | believe the order also notes that
the attorney general had concerns about ADI T that were
ultimately assuaged by the inplenentation of the hold
harm ess commtnent. But that's the hold harnl ess
commtnent that we're here to determ ne whether it's
been fully satisfied.

| understand that that decision is a D vision
decision, but I -- | think that it's wholly
appropriate for the attorney general to have an
opportunity to vent the underlying determ nation.

HEARI NG OFFI CER SI MPKINS: Ckay. Thank you.
Again, I'mgoing to hold off on nmaking a decision wth
respect to the issuance of that data request until the
conpany's had time to provide ne with the information
related to the confidentiality. And | really need a
little nore tinme just to null over your request. |
don't want to make sonething -- a decision here on the
bench wi thout having anple tinme to think it through.

MR VAZ: So to be clear, it would be a
request for reasonabl e continuance to allow for proper
vetting of the underlying docunent.

HEARI NG OFFI CER SI MPKINS: Ckay. And | will

I ssue ny decision on your request for a continuance by
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Monday.

MR. VAZ: Thank you.

HEARI NG OFFI CER SI MPKINS:  Any further
testinony in this matter? Anyone have any cl osing
coments that they'd like to give?

M5. HETHERI NGTON: Maybe |'I| address that
issue if | may.

HEARI NG OFFI CER SI MPKI NS:  Sur e.

M5. HETHERI NGTON: | think it was well
articulated by both sides. M recollection is that
there was a global NDA in this matter. | do
applaud -- as a -- as a ratepayer advocate, | do
appl aud advocacy from ot her agencies and entiti es.

But | -- | do want to enphasize, |I'mgoing to make a
coupl e of representations at the closing, if you wll.

But we're not here sinply taking the word of
the conpany here. | can represent, and | will nake
those affirmations, that the ratepayer advocate was
uni quely situated to make sure -- that's our sole job,
Is to make sure the rate payors are protected. So |'m
not saying, let's not share with the attorney
general's office, absolutely their intervenor, and I
wi Il defer to the hearing officer on that deci sion.
But | will say that it's -- it's -- we're not -- we're

not in the capacity of sinply saying, let's take the
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conpany word for it.

That -- the -- well, I"'m-- |I'mstarting into
ny closing, if you will. Let ne -- let ne stop there.
Let me see if you want to continue with the closings.
And | will nmake those representations at that tine.

MR VAZ: If | could, and it may not be that
this is something that the Advocacy Section wants to
do, but -- but | would ask you whether -- obviously,
they did not put on a wtness today. |[|s that
sonething that they would anticipate a need for?

M5. HETHERI NGTON:  We do not intend on
bringing -- calling a witness. | intend on making
sone affirmations as a closing statenent. And for the
record, | do not object. | have no objection to
sharing these -- subject to confidentiality, sharing
t he docunents with the attorney general's office.

That said, | think that we just -- | want to
make sure that none of us are losing site of the
limted scope and purpose of this hearing. Nanely,
we're not here to rehash hold harm ess fromthe
substantive underlying case. And that, you know --
and that our representations are taken on their face
as well, that we have -- have carefully vetted this by
the experts that | -- | do recognize that the attorney

general's office brought up the issue and supported
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the hold harmess requirenent. | -- and | would have
to go back to the record to look. | think that our

vast of advocacy section consultants in Novenber of
'21 really forced the issue and nmake it such that
conmmtnents were nade, frankly, at the 11th hour

bef ore our deci sion cane.

So | just want -- | -- | guess |'m defending,
if you wll, the process insofar as we really -- this
I's our sole purpose is to defend the rate payor -- to

advocate for the rate payors. And so to the extent

that there was an interimprocess, | wll say it was
because we -- we force it to do so. W force it to
conti nue.

So all that being said, | do have sone cl osing
statenents, but also, like, to defer to the conpany

and the Advocacy Section --

HEARI NG OFFI CER SI MPKINS:  Actual ly, before we
got the closings. M. Elnore, one question or anyone
fromthe panel can answer. You know, in terns of this
being an interimprocess, how long did the process
take between the initial discussions for the
settlenment to the tinme that you reached a settlenent?

MR, ELMORE: Approximately, | believe we
comenced the process in May or June of |ast year. So

does that put us at about 9, 10, 11 nonths?
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HEARI NG OFFI CER SI MPKINS: May or June of | ast
year. Well, we're a little over that. W're in July,
So.

MR ELMORE: It was -- it was lengthy. And as
| noted before, incredibly narrative and open.

HEARI NG OFFI CER SI MPKI NS: Ckay.

MR RAMOS: If -- if | could just nmake one
additional point --

HEARI NG OFFI CER SI MPKI NS:  Absol utel y.

MR. RAMOS: -- regarding the opportunity for
the attorney general to review and understand the
calculations. And | will make the representation that
upon recei pt of the attorney general's notion to
reopen, | had a conversation with Attorney Vaz. And
among the things that we tal ked about was an offer to
make sonebody avail able fromthe conpany to sit down
w th whonmever fromthe attorney general's office in
advance of this hearing to wal k through, talk through
what the cal culations were so that it would ease the
under st andi ng i n advance of the hearing occurring.

And for whatever reason -- and -- and this is not

i ntended to cast any aspersions, but there was --
ultimately -- we weren't taken up on that, and -- and,
you know, it was not because we didn't offer it in

advance.

@ ESQUIRE 800.211.DEPO (3376)

DEROSITION SOLUTIONS EsquireSolutions.com



© 00 N oo o B~ W NP

N T T N T N I N T N B e e e N e I N T i
aa A W N P O © 00 N OO O &~ w N +—, O

HEARING July 18, 2025
IN RE: PETITION OF PPL 94

MR. VAZ: To respond, if | could briefly.
| -- I wll acknow edge that the conpany did call [ast
Friday, a week ago and give us that -- give us that --
have a discussion that that may be a possibility. |
bel i eve the conpany, at |ast check, was determ ning
whet her or not they could do it, and we were al so
determ ni ng whether or not it was sonething that our
office would be able to do.

| will say that they -- the period of time, it
was quite brief between |ast Friday and today, and
that our office's position has been, and was again
t oday, that these documents should be reviewed on the
record, whether that be because of confidentiality
| ssues in sone type of privileged manner, but that
they should be in the record and sonething that the
Division also has the opportunity to review in making
a final decision.

MR RAMOS: And -- and | -- | wll also
respond that the reason why that conversation took
pl ace |l ast Friday was because that was the first
i ndi cation that the conpany had that the attorney
general planned to take any position whatsoever wth
respect to the petition that was filed. And that was
when we reached out. And, you know, after we spoke

| ast Friday, there -- there was no further

@ ESQUIRE 800.211.DEPO (3376)

DEROSITION SOLUTIONS EsquireSolutions.com



© 00 N oo o B~ W NP

N T T N T N I N T N B e e e N e I N T i
aa A W N P O © 00 N OO O &~ w N +—, O

HEARING July 18, 2025
IN RE: PETITION OF PPL 95

comuni cati on between the conpany and the attorney
general. If there were -- if there was sonething
further that the attorney general was |ooking for in
advance of the hearing, we didn't have an opportunity
to -- to say yeah or nay to it.

HEARI NG OFFI CER SI MPKINS:  Ckay. Al right.
This is where I'"'mgoing to stop conment on this. This
s kind of turning into a tennis match.

So with that, if there is no further
testimony, 1'd like to begin closing argunents.

MR. RAMOS: Thank you. | think what you've
heard today, M. Hearing officer, is that the -- the
conpany identified an opportunity to satisfy a
condition that had been inposed by the Division as
part of the approval of the transaction to alleviate
an adm nistrative burden and provi de neani ngful and
transparent benefits to custoners associated with that
condi ti on.

Through the testinony of M. Elnore, Ms. Hawk,
and M. Bauder, they have -- it's been denonstrated
that they took seriously to the conplexity of trying
to figure out the best way in which to address that
condi tion, expended significant anbunts of time and
intellectual effort to develop a -- a process that is

now docunented through the hold harmnl ess
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I npl enent ati on agreenent that is the subject matter of
this petition today. To achieve that goal, elimnate
a substantial adm nistrative burden, provide
meani ngful , transparent belief to custoners that gives
themthe -- at least the full value of the -- of what
the condition that was inposed on the conpany woul d
have provided to those custonmers if it continued to be
I mpl enented in the manner in which it has been to date
for the next 37 years.

The -- the process with the Division Advocacy
Section was as described, open, iterative,
col | aborative, and engaged in with the intent and
pur pose to ensure that custoners got everything that
they were entitled to as a result of the condition
that the Division posed. And through that agreenent,
It has now been presented to you, M. Hearing Oficer,
and to the Division as a proposal to fulfill that
conm tnent so that everybody can check this
adm nistrative issue off their list to get the val ue
I n the hands of custoners sooner rather than later, or
certainly rather than in a | ong drawn out manner t hat
Is | ess tangible.

| don't have a significant anobunt to add to
what you' ve heard today. This is a really narrow

request we'll -- followng this process that is

@ ESQUIRE 800.211.DEPO (3376)

DEROSITION SOLUTIONS EsquireSolutions.com



© 00 N oo o B~ W NP

N T T N T N I N T N B e e e N e I N T i
aa A W N P O © 00 N OO O &~ w N +—, O

HEARING July 18, 2025
IN RE: PETITION OF PPL 97

spelled out in the hold harnl ess inplenmentation
agreenent, satisfy the condition. | think based on
the testinmony that you' ve heard, representations that
you'll hear from Attorney Hetherington in just a
monent, the answer is an unequi vocal yes, and we ask
that you grant the relief requested.

HEARI NG OFFI CER SI MPKINS:  Thank you.

MS. HETHERI NGTON:  Thank you. One thing |
want to highlight is in this discussion, | think we
may be m ssing, forest through the trees, that to
continue the case, if you will, or -- or allow
additional vetting, what is it -- what is it that
we're looking at? And | think there's a genuine
question of was the net present val ue properly
cal cul ated? And questions like that, frankly, which I
defer to ny experts for.

And then there's a secondary question. | just
want to -- sort of a comment, if you will. Are the
terms of the settlenent, the credit allocation over
two years, three nonths, a year, is that the absolute
best and the correct -- correct way to inplenent this?
And | will -- 1 will agree that no, there is no
correct or proper or only way to credit custoners, if
you w ll. But the Advocacy Section's vetting was

Intended to bring conference, that it was a reasonabl e
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and fair way.

So if we were to revisit any of this, you
know, as M. Bauder had suggested, if you put 100
accounts in a room there nmay be some variations in
opinion. But |I'mhere today to represent that we
vetted it to the extent that we did find that the
cal cul ati ons were accurate and fair to the rate
payors. But that, you know, the proposal for the
wei ght to credit rate payers is not the only way. It
Is a fair and reasonable way wth sonme the benefits.
| mentioned adm nistrative, |essening a burden and

relief, meaningful relief now So that's just a

coment that | -- | think we may be -- what is it that
we were -- we're | ooking at today?
And so to ny earlier reference, | -- | wanted

to make sone representati ons because you're right. |
have not brought a witness forward. There's been a
| ot of talk about advocacy section without the
advocacy section talking. And so | want to nake sone
representations on the record, if | may.

And that is one, as | -- as | acknow edged,
t he advocacy sections, sole job is to advocate for
rate payors so that the representations, which | wll
say were well articul ated and nmade under st andabl e.

It's not just to believe the conpany that we -- we
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were there to advocate for rate payors.

| wll tell you that the representations nade
by the conpany, the conpany w tnesses, accurately
descri bes the process, accurately described the
assunptions, the considerations that were nade. And |
can represent that the accounting concerns that the
Advocacy Section had, of which there were many. W
made themwork very hard, | will say. Wre addressed
to its satisfaction, such as the tine value of noney
differential, you know, considerations. | can, you
know, represent that the net present val ue
cal cul ations, after our own vetting, was found to be
fair to rate payers and was accurately cal cul at ed.
That the inplenentation nethod of the credit over two
years properly and fairly disperses the ratepayer
noney owed inconpletely. And that the -- the new
process contenplated by the settlenment is as fair as
the current adjustnment process being made.

| wll agree that the calculations and the
I mpl enentation, the two referenced, do err on the side
of rate payers. And we nmade sure of that to rem nd
you the -- the multiplier and, you know, the year,
month to nonth, it will err on the side of benefit to
the ratepayer. The issue of the rate case, if there

were a delay in a rate case inplenentation, that the
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conpany woul d absorb those additional costs. And so
t he advocacy section is pleased and feels confident
that the ratepayer is protected in that way.

And for all of these reasons. Hence, the
Advocacy Section continues to stand by the settl enent
as negotiated and continues to support approval of the
petition that were these settlenent terns to be
I mpl enented, it would satisfy the whole term nals
commtnent and ultimately, if conpletely satisfied,
woul d be -- would discharge them of their obligation.
So thank you.

HEARI NG OFFI CER SI MPKINS:  Thank you. And
Vaz?

MR. VAZ: Thank you. And | will be brief
because | -- | do believe we've got into the -- the
crux of the issue throughout the day. And our
position has been clear fromthe beginning. | would
point out that -- that | appreciate the opportunity
for us to have had -- had evidentiary hearings today.
But | would note that this was noticed just seven days
ago. That our notion to reopen, which originally was
our request for process, was issued before there was
any procedural schedule, before there was any docunent
I ndi cating who the hearing officer would be. And

before the setting of this hearing.
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Again, our office is not taking a position
that the net present value was inproperly cal cul ated
because we don't have -- although we've received a | ot
of information today, we have not had an opportunity
to independently vent the nunbers thenselves and the
underlyi ng docunents. As you know, there is a pending
request for a continuance and an opportunity to review
t he schedul e that was used that would show the
entirety of the -- of the calculations. But what we
have is a -- is a very short record, notw thstandi ng
the testinony today and the representations of the
advocacy section.

| would also just reiterate that it was good
to hear that everyone agrees that today we're here for
a very limted purpose of asking the D vision to grant
the petition, which would only affirmthat if the
settl enment agreenent was conplied wth, then the
conpany woul d have satisfied the hold harnl ess.

That said, we appreciate the opportunity to
participate today and await anxiously for the decision
on the pendi ng notion.

HEARI NG OFFI CER SI MPKINS: Thank you. And as
| had stated, you know, earlier, M. Vaz seened to
have insinuated that there was sone sort of -- and

again, not trying to be condescendi ng about this, but
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as | doinall of ny matters | ask, is there a pending
tine franme?

Now, when |'mtaking a ook at this file, |'ve
noticed there are references to potential rate cases,
but al so, the schedule will show that you see, you
know, what | would call flow back to ratepayers
begi nning in January 2026. So obviously, this can't
go into 2027 if you're looking to have it's
| npl enented by 2026. So is there a tine frane in
which this woul d have to be either approved or denied
in order to get -- neet that requirement or decide
what ot her appetite you will take?

MR. RAMOS: So we need to have an answer as to
whether -- as to the narrow question that's presented
here soon because of the possibility that there will
be the potential for nore process el sewhere before we
can inplenment what's under the agreenent. W're --
we're still in the process of determ ning what cones
next. So we don't have a specific date.

But in order to get through potential future
process, in order to address, you know -- you know,
anything that mght flow fromthe order that -- that
you issue, you know, in order to be able to inplenent
this agreenent beginning with credits in 2026, we have

to be at a final answer from whatever cones after this
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by, you know, early fall. And so that neans we need
this sooner rather than | ater because there --
there's -- there could be nore after that.

MS. HETHERI NGTON: May | confer with Attorney
Ranmpbs for a second?

HEARI NG OFFI CER SI MPKINS:  Sure. Absol utely.

(Sotto voce discussion between M.
Het heri ngton and M. Ranps.)

MR, RAMOS: That's all.

HEARI NG OFFI CER SI MPKINS: (kay. Thank you.
Al right. Wth that, | want to thank everybody for
their tinme today. And again, Attorney Vaz, |'m going
to take your notion for continuance and additi onal
docunentation to that data request, you know, under
advisement. |'mnot a fan of just making an

off-the-cuff rash decision on the docket w thout

having -- if | have questions in ny mnd, kind to --
kind of sit with it before | |eave you with the
answers.

So again, thank everybody for their time. And
with that, we are adjourned.

(The hearing adjourned at 2:08 p. m)
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CERTI FI CATE OF REPORTER

|, ROBERT PICHARDO, a Digital Reporter and
Notary Public within and for the State of Rhode |sl and

do hereby certify:

That the foregoi ng wtness whose
exam nation is herei nbefore set forth was duly sworn
and that said testinony was accurately captured wth
annot ations by nme during the proceeding. A review of
the foregoing transcript by the witness was not

request ed.

| further certify that | amnot related to
any of the parties to this action by blood or nmarri age
and that | amnot interested in the outconme of this

matter, financial or otherw se.

IN WTNESS THERECF, | have hereunto set ny

hand this 21st of July 2025.

ROBERT PI CHARDO
D gital Reporter
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CERTI FI CATE OF TRANSCRI PTI ONI ST

I, Tasha Caudill, Legal Transcriptionist, do
hereby certify:

That the foregoing is a conplete and true
transcription of the original digital audio recording
of the testinony and proceedi ngs captured in the
above-entitled matter. As the transcriptionist, |
have revi ewed and transcri bed the entirety of the
original digital audio recording of the proceeding to
ensure a verbatimrecord to the best of ny ability.

I further certify that I am neither attorney
for nor a relative or enployee of any of the parties
to the action; further, that | amnot a relative or
enpl oyee of any attorney enployed by the parties
hereto, nor financially or otherwise interested in the
outcone of this matter.

IN WTNESS THEREOF, | have hereunto set ny

hand this 21st day of July 2025.

MW

Tasha Caudil |,
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HEARING July 18, 2025

IN RE: PETITION OF PPL

106

LEGAL TRANSCRI PTI ONI ST' S CERTI FI CATE OF REVI SI ON
PUBLI C UTI LI TI ES HEARI NG
TAKEN ON JULY 18, 2025

CASE: I N RE: PETI TI ON OF PPL CORPCORATI ON, ET AL.

| declare that |, Deni se Mdore, Legal
Transcri ptioni st, have reviewed the original digital
audi o recordi ng of the above-stated proceedi ng and

made t he foll ow ng changes:

Changed "people"” to "PPL" on title page
and t hroughout transcri pt. Fi xed
appear ances on appear ance page.

Havi ng advi sed all attending parties in this

proceedi ng and hearing no objection, | hereby certify

that the revised transcript has been delivered to the

ordering parti es:

Mar k Si npki ns, Esq.
Adam Ranpbs, Esg.

Dated this 22nd day of July, 2025.

Dernise %/&M

Deni se Moore
Legal Transcriptioni st

@ ESQUIRE 800.211.DEPO (3376)

DEROSITION SOLUTIONS EsquireSolutions.com
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