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Division of Public Utilities and Carriers 
89 Jefferson Blvd. 
Warwick, RI 02888 

 
Re: Docket No. D-21-09 
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General’s (“Attorney General”) Position Statement concerning Rhode Island Energy’s June 19, 
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/s/ Nicholas Vaz 
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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 ) Docket No. D-21-09 
Narragansett Electric Company to PPL ) 
Rhode Island Holding, LLC and Related ) 
Approvals ) 

 
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 satisfy the 

Company’s Hold Harmless Commitment and ensure that ratepayers are kept whole with respect to 

this commitment.1  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.  

 
1 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. 
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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).2 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]o 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.  
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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.    
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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 1 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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·1· · · · · · HEARING OFFICER SIMPKINS:· Okay.· Let's go on

·2· ·record.· My name is Mark Simpkins.· I'm a hearing

·3· ·officer appointed by the Division to hear this matter.

·4· ·We are here today in Docket No. D-21-09 to address the

·5· ·Narragansett Electric Company d/b/a Rhode Island

·6· ·Energy's petition for order discharging hold harmless

·7· ·obligations pursuant to the hold harmless

·8· ·implementation agreement.

·9· · · · · · For purposes of providing context as to the

10· ·travel of this matter, I'm going to read directly from

11· ·the background section of Rhode Island Energy's

12· ·petition.· Are there any objections to that?

13· · · · · · MR. VAZ:· No objection.

14· · · · · · HEARING OFFICER SIMPKINS:· Okay.· In terms of

15· ·background, on February 23, 2022, the Division issued

16· ·Report and Order No. 24322 in this docket approving

17· ·the transfer of ownership of 100 percent of the

18· ·outstanding shares of common stock of the company from

19· ·National Grid USA to PPL Rhode Island Holdings,

20· ·LLC.· One of the conditions of approval was that the

21· ·company would hold harmless Rhode Island customers for

22· ·any charges to accumulated deferred income taxes as a

23· ·result of the -- of the transaction.· The hold

24· ·harmless commitment states in full, PPL will hold

25· ·harmless Rhode Island customers from any changes to



·1· ·accumulated deferred income taxes as a result of thing

·2· ·transaction.· PPL reserves the right to seek rate

·3· ·adjustments based on future changes to ADIT which are

·4· ·not related to the transaction.

·5· · · · · · To comply with the hold harmless commitment,

·6· ·the company must ensure that Rhode Island customers do

·7· ·not pay more through rates because the elimination of

·8· ·ADIT that resulted from the transaction caused

·9· ·increases to the company's rate base.· To date, the

10· ·company has complied with the hold harmless commitment

11· ·by making adjustments to its infrastructure, safety,

12· ·and -- excuse me -- reliability plan filings with the

13· ·Rhode Island Public Utilities Commission and in

14· ·preparing its annual earnings reports for both its gas

15· ·and electric customers.

16· · · · · · All right.· I will now take appearances for

17· ·the record.

18· · · · · · MR. RAMOS:· Adam Ramos representing Rhode

19· ·Island Energy.

20· · · · · · HEARING OFFICER SIMPKINS:· Thank you.

21· · · · · · MS. O'BRIEN:· Celia O'Brien representing Rhode

22· ·Island Energy.

23· · · · · · MS. HETHERINGTON:· Christy Hetherington on

24· ·behalf of the Advocacy Section of the Division of

25· ·Public Utilities.



·1· · · · · · MR. VAZ:· Nicholas Vaz for the Rhode Island

·2· ·Attorney General's Office.

·3· · · · · · HEARING OFFICER SIMPKINS:· Thank you.· There

·4· ·was one preliminary matter I'd like to take care of

·5· ·now.· I premarked the company's petition and the

·6· ·company settlement agreement as filed by the company

·7· ·with the Division on June 19, 2025, as RI's Exhibit 1

·8· ·for identification.

·9· · · · · · (RI Exhibit 1 was marked for identification.)

10· · · · · · HEARING OFFICER SIMPKINS:· Secondly, I also

11· ·want to note for the record that I am taking

12· ·administrative notice of the Division's rules of

13· ·practice and procedure, the Division's Order 24322 in

14· ·this docket, and also the list of commitments made by

15· ·the company as part of the transaction.

16· · · · · · Would anybody like to make an opening

17· ·statement or are there any other procedural matters

18· ·that we need to address before we begin?

19· · · · · · MR. RAMOS:· I would like to make a brief

20· ·opening statement, Mr. Hearing Officer.

21· · · · · · HEARING OFFICER SIMPKINS:· Go ahead, Mr.

22· ·Ramos.

23· · · · · · MR. RAMOS:· Thank you very much for taking the

24· ·time to preside over this hearing today.· I want to

25· ·touch on two things in my opening statement.· First is



·1· ·the substance of what Rhode Island Energy is asking

·2· ·for in this petition today.· And I want to highlight

·3· ·the fact that it -- that it is very narrow relief that

·4· ·Rhode Island Energy is seeking.

·5· · · · · · As you just indicated in reading out part of

·6· ·the introduction and background section of the

·7· ·petition that was filed, Rhode Island Energy and its

·8· ·parent companies made a commitment as part of the

·9· ·acquisition proceeding that took place earlier in this

10· ·docket and was ultimately ordered by the Division in

11· ·Order 24322 as a condition of that approval of the

12· ·acquisition of the company by the PPL entities and that

13· ·-- there were several commitments and several

14· ·conditions.· One of those was this hold harmless

15· ·commitment.

16· · · · · · And a critical component of why we're here

17· ·today is that the order -- the approval order did not

18· ·specify any particular manner by which Rhode Island

19· ·Energy was to fulfill that hold harmless commitment.

20· ·And thus, to date, Rhode Island Energy has done what

21· ·it needs to do on an ad hoc basis as the elimination

22· ·of ADIT has had a potential impact on its filings

23· ·before the Public Utilities Commission to make

24· ·adjustments so that the hold harmless commitment is

25· ·fulfilled and that there has been a process by which



·1· ·other parties to those proceedings, including the

·2· ·Division itself, and -- and the attorney general has

·3· ·had the opportunity to do as other -- as well as other

·4· ·intervenors -- to review and make sure that they agree

·5· ·that the hold harmless commitment has been fulfilled

·6· ·with respect to those filings.

·7· · · · · · Over the course of performing those

·8· ·adjustments, Rhode Island Energy has looked and been

·9· ·able to see that it would need to continue to do that

10· ·if it was to continue in the same manner until the

11· ·year 2062, which would require another 37 years from

12· ·today in order to effectively demonstrate that this

13· ·commitment has been fulfilled.· And Rhode Island

14· ·Energy explored, and decided that it was worthwhile to

15· ·explore, the possibility of taking a different

16· ·approach in order to provide the benefits of this hold

17· ·harmless commitment to customers in a more expeditious

18· ·manner and in a less administratively burdensome

19· ·manner.

20· · · · · · And so Rhode Island Energy, understanding that

21· ·this was a commitment that was imposed by the Division

22· ·through its order, worked with the Division Advocacy

23· ·Section -- which was a party to and has been a party

24· ·to this docket throughout -- to discuss ways in which

25· ·it thought it could fulfill and implement this hold



·1· ·harmless commitment in a less administratively

·2· ·burdensome manner and in a way that would satisfy and

·3· ·provide customers with the benefits that were intended

·4· ·in a shorter time frame, and ultimately came up with

·5· ·the hold harmless implementation agreement that is the

·6· ·subject of this petition today.

·7· · · · · · And now I want to get to the very limited

·8· ·relief that Rhode Island Energy is seeking.· The only

·9· ·order that Rhode Island Energy is seeking is an order

10· ·from the Division that concludes that if the processes

11· ·and obligations that are set forth in the hold

12· ·harmless implementation agreement are performed and

13· ·completed, then that would be considered by the

14· ·Division satisfaction of the condition that was placed

15· ·on the approval order in -- on order number -- I

16· ·always forget the number -- 24322.

17· · · · · ·And that is all.· We're not asking the

18· ·Division to review the terms of the agreement with the

19· ·Advocacy Section other than to say that those terms,

20· ·if complied with, would satisfy the order.

21· · · · · · And so you'll hear today from three witnesses,

22· ·Andrew Elmore, Dwayne Bauder, and Natalie Hawk.· And

23· ·Mr. Elmore will speak to what the hold harmless

24· ·commitment is and what the agreement is that the

25· ·company has reached with the Division Advocacy Section



·1· ·for the hold harmless implementation agreement.

·2· ·You'll hear from Ms. Hawk and Mr. Bauder regarding

·3· ·some of the calculations and the way that they were

·4· ·performed so that everybody was comfortable with the

·5· ·notion that the credits that are to be provided under

·6· ·the hold harmless implementation agreement provide

·7· ·customers with the full benefit and full value of the

·8· ·hold harmless commitment.· And once we're concluded

·9· ·with that presentation, we would ask that the Division

10· ·enter the order requested as I -- as I just laid it

11· ·out.

12· · · · · · There is one other piece that I would like to

13· ·raise in my opening statement, and that has to do with

14· ·the motion to reopen, which was filed by the Rhode

15· ·Island attorney general about a week ago.· The

16· ·company's position is that the motion to reopen should

17· ·be denied as moot.· The motion itself doesn't take a

18· ·substantive position on the petition that is before

19· ·the Division today.· Rather, it asks that there be a

20· ·process associated with the review and approval of the

21· ·petition.· That is what is actually happening here

22· ·today.· But I do want to point out a couple of other

23· ·things.

24· · · · · · First of all, there's no reason that the

25· ·docket needs to be reopened because it is still open



·1· ·and never has been closed, so there is no need to

·2· ·reopen it.· Second, the attorney general's office had

·3· ·notice of this company's filing and the request for

·4· ·relief within it for three full weeks before it even

·5· ·filed the motion, but had done nothing to indicate

·6· ·that it had -- that it was seeking to undertake any

·7· ·review or consideration of it prior to filing the

·8· ·motion less than a week ago.· And the motion itself

·9· ·doesn't indicate anything in particular that it wishes

10· ·to substantively evaluate.· It merely states that

11· ·there should be some process, and we are having

12· ·process here today.

13· · · · · ·And so ultimately, the relief that the

14· ·attorney general's motion to reopen is seeking is

15· ·being provided by virtue of the hearing that we have

16· ·now where we are going to have witnesses present

17· ·testimony.· There'll be an opportunity for

18· ·cross-examination.· After that, it'll go through the

19· ·ordinary procedural process where your -- Mr. Hearing

20· ·Officer, you'll review the record and you'll make a

21· ·decision that gets recommended to the administrator,

22· ·and the administrator will either adopt or amend that

23· ·decision, and a decision will issue.· There's nothing

24· ·untoward.· There's nothing other than an open,

25· ·ordinary regulatory process before the Division that's



·1· ·occurring.

·2· · · · · · Accordingly, in addition to seeking the order

·3· ·that the performance of the hold harmless

·4· ·implementation agreement will fully satisfy the hold

·5· ·harmless condition and hold harmless commitment from

·6· ·the Division's approval order, we also ask that the

·7· ·Division deny the attorney general's motion as moot.

·8· ·Thank you.

·9· · · · · · HEARING OFFICER SIMPKINS:· Before I get to

10· ·Attorney Vaz, any opening statement from the Advocacy

11· ·Section?

12· · · · · · MS. HETHERINGTON:· Sure.· I'd like to give a

13· ·brief one.· Thank you.

14· · · · · · Good morning, everyone.· I think it was

15· ·actually all of us here today that were here about

16· ·four years ago in a very lengthy hearing in the same

17· ·docket, D-21-09.· So here we are again.

18· · · · · · I just want to elaborate on what Attorney

19· ·Ramos has said from the lens of the Advocacy Section.

20· ·I personally was here, and the Advocacy Section was a

21· ·party to the underlying matter.· And just to give a

22· ·little flavor of the history from our vantage point --

23· ·and I may be doing some repetition from Attorney

24· ·Ramos -- but, you know, after this -- the company --

25· ·the acquisition transaction petition was filed in May



·1· ·of 2021, there was much back and forth, discovery,

·2· ·testimony, surrebuttal from the Advocacy Section

·3· ·included and the intervenors.

·4· · · · · · And I want to highlight relative to the hold

·5· ·harmless portion, which is at issue today, that the

·6· ·Advocacy Section did engage multiple consultants, as

·7· ·we all remember.· One in particular was David Effron,

·8· ·who is a 30-plus year regulatory consultant, expert,

·9· ·you know, capital investment and auditor expert that

10· ·we typically engage.· And in his testimony filed on

11· ·November 3 of 2021, I refer to you specifically to

12· ·page 10 through 13.· He underscored the need -- and it

13· ·was not just the ADIT -- that acronym -- at issue at

14· ·the time.· It was multiple concerns he had relative to

15· ·the accounting implications were this transaction to

16· ·go through to make sure that rate payers were not, you

17· ·know, paying more but for the acquisition and that

18· ·this entire transaction was -- would be in the public

19· ·interest.

20· · · · · · And so he -- he focuses his testimony on

21· ·that -- in those three pages specifically to this hold

22· ·harmless issue.· And I won't profess to understand all

23· ·the tax implications, which is why we hired experts

24· ·and why we proceeded in the way that we did.· And I'd

25· ·like -- would like to think that from our testimony



·1· ·and surrebuttal, was a good -- the primary reason, if

·2· ·not the only reason -- or one reason, I should say,

·3· ·the -- the company at the time agreed that these were

·4· ·important commitments, but the Advocacy Section

·5· ·pressed that they needed to be memorialized as true

·6· ·commitments, which indeed were incorporated in the

·7· ·final order of February 23 of '22, the one

·8· ·referenced -- the 24322.

·9· · · · · · And so focusing on that hold harmless

10· ·agreement, as Attorney Ramos has said, the advocacy

11· ·session and the Division at large has been, in the

12· ·course of its work through the last couple years,

13· ·monitoring the adjustments that have been made to

14· ·abide by the hold harmless commitment and have had no

15· ·issue with that.

16· · · · · ·And so when presented with the idea of

17· ·advancing or doling out or executing on this hold

18· ·harmless agreement in a different way -- namely,

19· ·rather than a 37-year process, you know, finding a

20· ·present day value and then giving bill credits to

21· ·customers over the next two years, the Advocacy

22· ·Section again took a really close look.· And I will

23· ·tell you that we engaged the same experts and the same

24· ·expertise to vet the numbers.· And ultimately, we

25· ·concluded that we wanted to make sure the present day



·1· ·value as calculated was fair to rate payers.· We found

·2· ·that it was, if not at the time -- if not generous to

·3· ·rate payers.

·4· · · · · · And so to be clear -- and this may come out in

·5· ·our testimony today -- what's being proposed today is

·6· ·a zero sum for rate payers, right?· They're not going

·7· ·to be better off.· They're not going to be worse off.

·8· ·The way that this treatment will resolve will be a

·9· ·zero sum for the rate payers.

10· · · · · · But there are some benefits to it, which is

11· ·why the Advocacy Section supports the settlement and

12· ·supports a favorable grant of their petition today.

13· ·And that is the things that were mentioned.· That

14· ·right now, rate relief in the winter is -- would --

15· ·these credits would provide meaningful rate relief for

16· ·customers.· And a 37-year administrative oversight of

17· ·the adjustments is onerous, and it is long term.· So

18· ·there are some benefits to that.

19· · · · · · I will agree that this is -- we're here for a

20· ·very limited purpose.· While the entire docket is

21· ·complex and robust, we're here to say essentially,

22· ·will there be compliance with a term of the order?

23· ·And I see this no different -- although there's a lot

24· ·of money weighing -- weighing in here on this, the

25· ·order -- the Division issues orders every day.· And



·1· ·the question is an entity or a utility in compliance

·2· ·therein?

·3· · · · · · And so this is -- in my mind, this is -- I

·4· ·frame it as a proactive measure to make sure that

·5· ·they're in compliance with the added layer that the

·6· ·Advocacy Section has done its homework and verified

·7· ·and vetted the fact that the proposal is sound and in

·8· ·the public interest in our opinion.

·9· · · · · · Accordingly, the Advocacy Section does support

10· ·what the petition is seeking, namely a finding that

11· ·were the company to execute the terms of the

12· ·settlement agreement in this way, it would satisfy the

13· ·hold -- it would be in the public interest and

14· ·ultimately would satisfy the hold harmless commitment,

15· ·the completion of which would render them

16· ·discharged -- should render them discharged of that

17· ·obligation.

18· · · · · · I don't know if I'll need to -- I will defer

19· ·to you on the procedural issue as to the attorney

20· ·general's motion.· At this point, I think I'll pass on

21· ·that unless we want to engage in a discussion on that

22· ·procedural posture.· So thank you very much.

23· · · · · · HEARING OFFICER SIMPKINS:· Thank you.· And

24· ·Attorney Vaz, if you'd like to give an opening

25· ·statement.· Also if -- you know, any additional



·1· ·testimony you have to have in response to Attorney

·2· ·Ramos or Attorney Hetherington's comments on your

·3· ·motion.

·4· · · · · · MR. VAZ:· Sure.· Do -- would you like me to do

·5· ·an opening and then address the comments or --

·6· · · · · · HEARING OFFICER SIMPKINS:· Whichever you want

·7· ·to proceed.

·8· · · · · · MR. VAZ:· Okay.· So I'll start with the motion

·9· ·to reopen.· I do believe that that was filed in an

10· ·effort to ensure that there was process, which I think

11· ·is clear from the document itself.· And it was unclear

12· ·whether there would be additional process in this

13· ·matter.· The hearing officer who had originally

14· ·oversaw Docket 21-09 was -- is no longer with the

15· ·Division of Public Utilities and Carriers, and it was

16· ·unclear how the docket would proceed.· There was a

17· ·pending petition.· And the attorney general feels that

18· ·it's necessary to take some time to understand the

19· ·underlying calculations, particularly with respect to

20· ·the net present value calculations in that an

21· ·opportunity for -- an opportunity to uncover evidence

22· ·and fully review is necessary.

23· · · · · · I will -- to that point, I guess I'll just

24· ·move into statement.· So I think as far as the

25· ·petition to reopen, it -- if you want to order it



·1· ·moot, as long as we're having process, consider it a

·2· ·motion for additional discovery or open proceedings

·3· ·with respect to this.· We did have a final order, and

·4· ·it was unclear.· And that was the point.

·5· · · · · · As far as what we're here for today, I was

·6· ·happy to hear -- and I'm not sure that it was entirely

·7· ·clear before this morning -- that what we're

·8· ·discussing is very narrow relief.· You heard both the

·9· ·company and the Advocacy Section outline that the

10· ·relief being sought here is an order that if the

11· ·underlying settlement agreement was complied with, the

12· ·hold harmless commitment would be properly discharged.

13· ·That's different than a proceeding that is looking

14· ·into the settlement agreement and the potential

15· ·payments thereunder.

16· · · · · · I would expect, although I do not believe,

17· ·based on the representations of the company just now

18· ·and the Advocacy Section that we're at this point

19· ·yet -- but I would expect that there would be further

20· ·proceedings before any rate changes went into effect.

21· ·Particularly, I would note that the order in this

22· ·docket, Order No. 24322, does point out on page 288

23· ·that evaluation of all rate change proposals reside

24· ·exclusively with the commission with input from the

25· ·Division, including such discussions and evaluations



·1· ·in -- and then it cites to Rhode Island General Law

·2· ·39.325, utility company sale reviews.· And -- that not

·3· ·only inappropriately trades on commission

·4· ·jurisdiction -- I'm sorry, that evaluation of all rate

·5· ·change proposals reside exclusively with the

·6· ·commission and that reviews of rate changes are not

·7· ·only inappropriately tried on commission jurisdiction,

·8· ·but have the potential to reduce these type of sales

·9· ·transactions -- and I'm paraphrasing -- to rate cases.

10· · · · · · And I would also note that on page 290 of that

11· ·same order, the hearing officer noted that the

12· ·Division has previously held approval or denial of

13· ·rate change requests fall exclusively under the

14· ·jurisdiction and purview of the commission and will

15· ·not deviate -- and the Division -- I'm adding that --

16· ·will not deviate from the treatment -- that treatment

17· ·in this case.

18· · · · · · So I would expect that there would be further

19· ·proceedings.· I don't think we're here to have a

20· ·discussion about what those should be, but I would

21· ·anticipate that parties will be able to vet the rate

22· ·implications of the settlement agreement at some

23· ·future point.

24· · · · · · I want to make clear that the reason the

25· ·attorney general wants to vet the petition is a



·1· ·transparency matter.· It's about transparency,

·2· ·process, and ensuring that Rhode Islanders are truly

·3· ·getting the full value of the company's commitments

·4· ·during -- as they were laid out during the sale

·5· ·review.

·6· · · · · · We're not taking a position at this time as to

·7· ·the actual calculations or the appropriateness of any

·8· ·payments.· I will note that there was an expectation

·9· ·that this fall there would be a rate case.· So there

10· ·are questions around the timing of this filing,

11· ·particularly where, during the course of this docket,

12· ·PPL's witnesses had indicated that the hold harmless

13· ·obligation would be reviewed in future rate cases.

14· ·That was directly in response to concerns raised by

15· ·our experts and Mr. Effron, who the Advocacy Section

16· ·mentioned in their opening.

17· · · · · · I believe it was Ms. Johnson who said -- and

18· ·it's outlined in page 177 of Order 24322 --

19· ·Ms. Johnson testified that to address the concern --

20· ·this concern -- and I'm going to add that that's the

21· ·concern about the hold harmless and the ADIT -- in any

22· ·future rate filing.

23· · · · A.· That include ADIT, PPL will include a proposal

24· ·to mitigate or offset the impact of customers

25· ·associated with the elimination of ADIT as of the date



·1· ·of the transaction.· Ms. Johnson related that when PPL

·2· ·and PPL Rhode Island file their next rate case, the

·3· ·commission and other interested parties will be able to

·4· ·review and assess the proposal to confirm that the

·5· ·proposal accomplishes holding customer

·6· ·impacts neutral.

·7· · · · · · So I would point out that there was, at the

·8· ·time of the order, an anticipation that there would be

·9· ·further process to review the hold harmless.· And for

10· ·that reason, I think it's very important that the

11· ·parties be given an opportunity to fully vet this

12· ·proposal, which is not in line with the original

13· ·expectations.

14· · · · · · And I would just again note that, again, this

15· ·is only about transparency, process, and an

16· ·opportunity to fully vet the calculations in a public

17· ·forum.· Thank you.

18· · · · · · HEARING OFFICER SIMPKINS:· All right.· Thank

19· ·you.

20· · · · · · With respect to your motion, I am going to

21· ·rule on that now, and I am going to deny that motion

22· ·as moot.· I am in agreement with Attorney Ramos and

23· ·Attorney Hetherington and by -- all for transparency

24· ·and affording you the opportunity to fully participate

25· ·in these hearings.· You also have the ability to



·1· ·cross-examine witnesses as they're presented today.

·2· · · · · · With respect to rate case proceedings and your

·3· ·comments related to that vetting process, as you know,

·4· ·the Division doesn't have jurisdiction over the rate

·5· ·making proceedings.· So it would be my expectation

·6· ·that whatever may be decided as part of this will --

·7· ·may or may not ultimately be vetted by the commission

·8· ·at some point in the future.· So I don't have any

·9· ·concern about that in terms of levels of transparency.

10· ·So thank you for your testimony.

11· · · · · · And Attorney Ramos, whenever you're ready, you

12· ·can present your witnesses in any order that you see

13· ·fit.

14· · · · · · MR. RAMOS:· Thank you.· I would suggest that

15· ·we could maybe swear them all in together.· I'll do

16· ·sort of direct with each of them individually.· But if

17· ·we keep them all -- when there's a cross-examination,

18· ·they can all be on the stand and able to answer

19· ·whatever questions --

20· · · · · · HEARING OFFICER SIMPKINS:· Sure.· We'll

21· ·present them as a panel the same we do in the -- they

22· ·do in the commission proceeding.

23· · · · · · MR. RAMOS:· Great.· Thank you.· Will the court

24· ·reporter swear them in?

25· · · · · · THE REPORTER:· I'm not a notary, so --



·1· · · · · · (Crosstalk)

·2· · · · · · MR. RAMOS:· No?

·3· · · · · · HEARING OFFICER SIMPKINS:· No?· Okay.

·4· · · · · · Will you all please raise your right hands?

·5· · · · · · (Witnesses sworn.)

·6· · · · · · HEARING OFFICER SIMPKINS:· Okay.· Thank you.

·7· · · · · · MR. RAMOS:· All right.· Good morning.· I'm

·8· ·going to -- I'll take you one at a time to start,

·9· ·first with introductions, and then I'll go through the

10· ·substantive testimony one at a time after that.

11· · · · · · · · · · · ·ANDREW ELMORE,

12· · having first been duly sworn, testified as follows:

13· · · · · · · · · · ·DIRECT EXAMINATION

14· ·BY MR. RAMOS:

15· · · · Q.· So Mr. Elmore, can you please state your name

16· ·for the record and spell your last name?

17· · · · A.· Andrew Elmore, E-L-M-O-R-E.

18· · · · Q.· And could you please state your position, who

19· ·your employer is, and what your responsibilities are

20· ·in that position, particularly as those

21· ·responsibilities relate to Rhode Island Energy?

22· · · · A.· Yes.· So I serve as the vice president of tax

23· ·for PPL Corporation, and I also serve as the president

24· ·and a member of the board of managers of Rhode Island

25· ·-- or PPL Rhode Island Holdings.· I also serve as the



·1· ·vice president of tax for Narragansett Electric Company

·2· ·doing business as Rhode Island Energy.· And if it's

·3· ·okay, I'll refer to the company as Rhode Island Energy

·4· ·going forward.

·5· · · · Q.· Great.· And could you describe your

·6· ·educational and professional history?

·7· · · · A.· Certainly.· I graduated from the University of

·8· ·Massachusetts in Boston 1989.· I graduated with a

·9· ·degree, double major in French and political science.

10· ·From there, I went to law school at the University of

11· ·Kentucky in Lexington, Kentucky, from which I

12· ·graduated in 1993.

13· · · · · · From there, I started my first job, actually,

14· ·here in Providence, Rhode Island, working for a labor

15· ·and employment law firm for three years.  I

16· ·subsequently made a dramatic change in my career path

17· ·and went to work for Arthur Anderson in Boston for

18· ·four years, Deloitte in Boston for four years.· I then

19· ·spent three years at United Technologies in Hartford,

20· ·Connecticut, and then subsequently worked for five

21· ·years for a company by the name of a Zimmer Biomet in

22· ·Indiana.

23· · · · · · And then 14 years ago, I commenced my

24· ·employment at PPL Corporation -- or PPL Corporation,

25· ·but I note that the actual employment entity is PPL



·1· ·Services Corporation.

·2· · · · Q.· Thank you.· And can you summarize your role

·3· ·with respect to the company's hold harmless commitment

·4· ·that was imposed by the Division's Approval Order

·5· ·No. 24322 and that has to do with the approval of the

·6· ·transaction and the protecting customers from harm

·7· ·that might have occurred from --

·8· · · · A.· Absolutely.

·9· · · · Q.· -- the elimination of ADIT?

10· · · · A.· Yes.· So clearly, this is tax driven.· And so

11· ·I have had oversight responsibility as well as

12· ·intimate detailed conversations, particularly with my

13· ·colleague Natalie Hawk, who reports to me, concerning

14· ·the means of ensuring that we satisfy that commitment

15· ·in a manner that does not contravene other portions of

16· ·the Internal Revenue Code -- or other sections.

17· · · · · · MR. RAMOS:· Thank you.· I want to come back to

18· ·you with some additional substantive questions in a

19· ·moment, but I'm going to introduce the other witnesses

20· ·first.

21· · · · · · I'll turn now to you, Mr. Bauder.

22· · · · · · · · · · · ·DWAYNE BAUDER,

23· · ·having first been duly sworn, testified as follows:

24· · · · · · · · · · · · ·EXAMINATION

25· ·BY MR. RAMOS:



·1· · · · Q.· Could you please state your name for the

·2· ·record and spell your last name?

·3· · · · A.· Yep.· Dwayne Bauder, B-A-U-D-E-R.

·4· · · · Q.· And I will correct my pronunciation to say

·5· ·Bauder instead of Bauder.· I apologize.· Could you

·6· ·please state your position, who your employer is, and

·7· ·your responsibilities, particularly as they relate to

·8· ·Rhode Island Energy?

·9· · · · A.· Absolutely.· I'm now the director of special

10· ·projects and mergers and acquisitions for PPL

11· ·Corporation.· And what that means in terms of Rhode

12· ·Island is I lend assistance for any complicated

13· ·analysis that may arise in any of the business lines

14· ·related to accounting and finance matters.

15· · · · Q.· Thank you.· And could you describe your

16· ·educational and professional history?

17· · · · A.· Yeah, absolutely.· I have a bachelor's degree

18· ·in business and economics from Lehigh University.  I

19· ·have a master's degree in accounting and information

20· ·analysis from Lehigh University.· I am an actively

21· ·licensed certified public accountant, as well as being

22· ·a CFA charter holder.

23· · · · Q.· All right.· And have you worked at PPL your

24· ·entire career or --

25· · · · A.· I started my career at PricewaterhouseCoopers



·1· ·as an auditor.· From there, I joined PPL Supply, which

·2· ·later spun off into Town Energy, and worked in several

·3· ·different finance-related jobs, mainly around valuation

·4· ·and forecasting, planning, and analysis for Town

·5· ·Energy.· I then, in 2017, came back to PPL working for

·6· ·PPL services as -- same as Andrew, and have worked

·7· ·there in various different roles related

·8· ·to accounting and finance processes since then up

·9· ·through today.

10· · · · Q.· Thank you very much.· And can you summarize

11· ·your role with respect to the home -- hold harmless

12· ·commitment that was imposed as part of the Division's

13· ·approval of the transaction?

14· · · · A.· Yeah, absolutely.· My role was to assist my

15· ·colleagues in the tax department in the calculations

16· ·and to help convert those calculations using any time,

17· ·value, money, and a present value analysis that were

18· ·necessary.

19· · · · · · MR. RAMOS:· Great thank you.· I'm going to

20· ·come back to you in a little while with additional

21· ·questions as well, but now, I'm going to introduce

22· ·Ms. Hawk.

23· · · · · · · · · · · · NATALIE HAWK,

24· · ·having first been duly sworn, testified as follows:

25· · · · · · · · · · · · ·EXAMINATION



·1· ·BY MR. RAMOS:

·2· · · · Q.· Ms. Hawk, could you please state your name for

·3· ·the record and spell your last name?

·4· · · · A.· Natalie Hawk, H-A-W-K.

·5· · · · Q.· And could you tell us about your position and

·6· ·an employer and your roles and responsibilities,

·7· ·particularly as it relates to Rhode Island Energy?

·8· · · · A.· My position is tax director.· I work for PPL

·9· ·Services Corporation.· I am responsible for the

10· ·accounting and reporting of income taxes for GAAP and

11· ·FERC purposes.· And I also calculate and/or review tax

12· ·computations and regulatory filings.

13· · · · Q.· Thank you.· And could you describe your

14· ·educational and professional history?

15· · · · A.· I received a Bachelor of Science in business

16· ·administration with a major in accounting from

17· ·Kutztown University.· I received master's of business

18· ·administration from Lehigh University.· I have 32

19· ·years of experience in the utility industry.· Most of

20· ·that is the tax department.· 23 of those years are

21· ·with PPL Services Corporation.

22· · · · Q.· Thank you.· And could you describe or

23· ·summarize your role with respect to the company's hold

24· ·harmless commitment imposed by the Division's approval

25· ·of the transaction?



·1· · · · A.· I'm responsible for calculating the increase

·2· ·in the revenue requirement due to the elimination of

·3· ·ADIT as a result of the acquisition.· This is the

·4· ·basis for the hold harmless adjustment.

·5· · · · · · MR. RAMOS:· Thank you.

·6· · · · · · Now, I'm going to turn back to you,

·7· ·Mr. Elmore.

·8· · · · · · · · · · · ·ANDREW ELMORE,

·9· · having previously been sworn, testified as follows:

10· · · · · · · · CONTINUED DIRECT EXAMINATION

11· ·BY MR. RAMOS:

12· · · · Q.· Could you explain what the hold harmless

13· ·commitment is and how it arose?

14· · · · A.· Certainly.· The genesis of the hold harmless

15· ·commitment was an agreed upon election for tax

16· ·purposes that we made with National Grid with respect

17· ·to the transaction or the acquisition.· That election,

18· ·referred to as a Section 330(h)(10) election under the

19· ·Internal Revenue Code, essentially treated the

20· ·transaction for tax purposes as an asset acquisition

21· ·as opposed to, of course, the legal nature of the

22· ·transaction, which was a stock acquisition.

23· · · · · · HEARING OFFICER SIMPKINS:· I'm sorry, sir,

24· ·could you speak up just a little bit?

25· · · · · · THE WITNESS:· Oh, I'm sorry.



·1· · · · · · HEARING OFFICER SIMPKINS:· I'm having a little

·2· ·trouble hearing.

·3· · · · · · THE WITNESS:· People are often asking me to

·4· ·quiet down.

·5· · · · · · So in any event, that 338(h)(10) election

·6· ·resulted in, as I said, the transaction being an asset

·7· ·acquisition for tax purposes, which essentially means

·8· ·that the basis of the assets which we were deemed to

·9· ·acquire is stepped up to the fair market value, which

10· ·is essentially the book value of the assets acquired.

11· · · · · · Now, what is -- what is the implication of

12· ·that in this context?· Well, accumulated deferred

13· ·income taxes, which I would say the majority of ADIT,

14· ·for short, arise due to accelerated tax deductions.

15· ·And these accelerated tax deductions are, for the most

16· ·part, accelerated tax depreciation.· And the

17· ·measurement of ADIT is a function of the difference

18· ·between the book basis of an asset and the tax basis

19· ·of an asset.

20· · · · · · So clearly, prior to the transaction, the tax

21· ·basis of the assets was much lower than the book

22· ·value.· But because of the election we made, all of a

23· ·sudden, the book basis and the tax basis became

24· ·equivalent, resulting in the elimination of ADIT -- or

25· ·at the point of the acquisition.



·1· ·BY MR. RAMOS:

·2· · · · Q.· And what would -- does that elimination of

·3· ·ADIT mean with respect to the rates that customers

·4· ·might eventually pay?

·5· · · · A.· Indeed.· So ADIT, in the calculation of rate

·6· ·base, is a -- it's a liability which reduces the rate

·7· ·base for the company.· So as a natural result, the

·8· ·elimination of the ADIT would result in an increase in

·9· ·the rate base.

10· · · · Q.· And when rate base increases, does that have

11· ·an impact on the rates that customers pay?

12· · · · A.· Yes.

13· · · · Q.· How does it impact the rates that customers

14· ·pay?

15· · · · A.· Well, because of the higher rate base, in

16· ·turn, in order to achieve the appropriate returns

17· ·agreed upon with the commission, we would be -- we

18· ·would raise -- be raising customer rates because of --

19· ·because of the increase in the rate base.

20· · · · Q.· And is that something that would happen right

21· ·away, or would that not happen until a subsequent rate

22· ·filing was made?

23· · · · A.· So it happened, I would say right away, but it

24· ·wasn't day two or day one.· But it certainly happened

25· ·in the context of the ISR proceedings.



·1· · · · Q.· And when you say ISR, are you referring to

·2· ·Infrastructure Safety and Reliability?

·3· · · · A.· Yes, I am.

·4· · · · Q.· Okay.

·5· · · · A.· Yes.

·6· · · · Q.· Thank you.

·7· · · · A.· And noting that those are intra-rate case

·8· ·proceedings, the hold harm -- well, the increase in --

·9· ·or sorry, the elimination of the deferred taxes with

10· ·respect to the ISR relevant assets required us to make

11· ·adjustments to ensure that those proceedings did not

12· ·violate or contravene in any way the hold harmless

13· ·commitment.

14· · · · Q.· Okay.· And so how did -- how did the

15· ·company -- well, actually, let me back up for a

16· ·second.

17· · · · · · In addition to the ISR filings, have there

18· ·been any other proceedings since the transaction

19· ·closed or any other filings since the transaction

20· ·closed that have implicated the elimination of ADIT

21· ·and the resulting increase to rate base?

22· · · · A.· Yes.· This has also been relevant in the

23· ·context of the earnings sharing filings.· And I

24· ·believe that is the only other filing that has been

25· ·relevant so far.



·1· · · · Q.· And what actions has Rhode Island Energy been

·2· ·taking in the context of ISR filings and in the

·3· ·context of those earnings sharing filings to account

·4· ·for and fulfill the hold harmless commitment in order

·5· ·to prevent customers from being harmed or paying more

·6· ·money because of the elimination of ADIT?

·7· · · · A.· We have -- Natalie and I have had tremendous

·8· ·quality time together navigating the appropriate means

·9· ·to ensure that customers have been held harmless in

10· ·the context of those proceedings in a way that does

11· ·not otherwise violate other provisions of the Internal

12· ·Revenue Code.· And to that end, we -- at least for the

13· ·past -- boy, time flies quickly -- two years, three

14· ·years, we have been adding a credit to customers to

15· ·ensure that they have not been in any way harmed by

16· ·the elimination of the ADIT.

17· · · · Q.· And that credit has been included as part of

18· ·the ISR filing?

19· · · · A.· That's correct.

20· · · · Q.· And has that -- has it -- has it been the same

21· ·process with respect to the earning sharing filings?

22· · · · A.· I --

23· · · · Q.· If that question is better for Natalie, I'll

24· ·ask that --

25· · · · · · (Crosstalk)



·1· · · · · · THE WITNESS:· I think that's better for

·2· ·Natalie.

·3· ·BY MR. RAMOS:

·4· · · · Q.· Yeah.· So is what Rhode Island Energy has been

·5· ·doing with the ISR filings in terms of adding a credit

·6· ·something that Rhode Island Energy could have

·7· ·continued to do in subsequent rate filings, including

·8· ·base distribution rate cases, in order to fulfill the

·9· ·hold harmless commitment?

10· · · · A.· Certainly, we could -- as noted previously, we

11· ·could do this for the next 37 years.

12· · · · Q.· And why would it be the next 37 years that

13· ·the -- that that adjustment would need to be made?

14· · · · A.· The reason for that is that the assets

15· ·acquired, their tax lives will run out for -- I'm

16· ·sorry, their book lives will run out for the next 37

17· ·years.· Accordingly, that results in the very long

18· ·span of the hold -- the -- the satisfaction of the

19· ·hold harmless commitment.

20· · · · Q.· Okay.· And so what prompted Rhode Island

21· ·Energy to explore a different process for implementing

22· ·the hold harmless commitment?

23· · · · A.· Well, it -- this has been, admittedly, quite a

24· ·journey both from a tax technical perspective -- well,

25· ·maybe primarily from a tax technical perspective.



·1· ·The -- we have, I would say, over the first year and a

·2· ·half following the acquisition of Rhode Island Energy,

·3· ·been challenged to identify alternative means of

·4· ·satisfying the commitment -- the hold harmless

·5· ·commitment -- without violating other provisions of

·6· ·the Internal Revenue Code.

·7· · · · · · It was approximately two years ago -- or a

·8· ·good year and a half ago that we determined in a very

·9· ·complicated area that we had greater latitude than we

10· ·originally thought.· That then prompted us to

11· ·contemplate whether there were alternative means of

12· ·satisfying the hold harmless commitment, noting that

13· ·the -- what we thought were original fairly rigid

14· ·constraints, which would -- if we did it differently,

15· ·would have caused harm to customers, the company,

16· ·everybody involved.

17· · · · · · We started that process of analyzing, is there

18· ·a way to otherwise satisfy the hold harmless

19· ·committed -- commitment, noting that there was no

20· ·particular methodology indicated or prescribed by the

21· ·approval of the acquisition.

22· · · · Q.· And was one of the -- one of the motivators

23· ·for seeking an alternative compliance mechanism the

24· ·administrative obligations that would occur over a

25· ·37-year period?



·1· · · · A.· Absolutely.

·2· · · · Q.· All right.· And was another of the motivations

·3· ·for pursuing an alternative mechanism the desire to

·4· ·make this value be realized for customers in a way

·5· ·that was more meaningful and -- and more visible?

·6· · · · A.· Without question.· And I will note that -- and

·7· ·my colleagues can speak to it more specifically, but

·8· ·if you -- if you think about the credit to customers

·9· ·over 37 years, it's a relatively small amount.· And --

10· ·whereas what we identified as an alternative means of

11· ·satisfying this commitment would provide customers

12· ·with much more substantial amounts over the two-year

13· ·period as described in the implementation agreement.

14· · · · Q.· So the hearing officer noted at the outset of

15· ·this hearing that we've marked as Rhode Island Energy

16· ·Exhibit 1 Rhode Island Energy's petition in this

17· ·matter, which includes as an exhibit the hold harmless

18· ·implementation agreement.

19· · · · A.· Yes.

20· · · · Q.· I've got a copy of the entirety of that here

21· ·if that's easier for you.

22· · · · · · MS. O'BRIEN:· Petition plus the agreement.

23· · · · · · MR. RAMOS:· Oh, yes.· Thank you.· I have

24· ·copies if anybody needs it.

25· · · · · · Good?· All right.



·1· ·BY MR. RAMOS:

·2· · · · Q.· And if you turn to what I just handed to you,

·3· ·the first couple of pages are a cover letter, and then

·4· ·the next several pages are the petition.· I want you

·5· ·to turn all the way to the agreement itself, which is

·6· ·about eight or nine pages in.· It's -- at the top, it

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

·8· ·corner.· I think you're almost there.

·9· · · · A.· Yeah.

10· · · · Q.· Yeah.

11· · · · A.· There we go.

12· · · · Q.· All right.· So we've been referring to this as

13· ·the hold harmless implementation agreement.· Do you

14· ·recognize this agreement as the hold harmless

15· ·implementation agreement that has been --

16· · · · · · (Crosstalk)

17· ·BY MR. RAMOS:

18· · · · Q.· -- discussed so far today?

19· · · · A.· Yes.

20· · · · Q.· Yes?· And if we can just turn to the sort of

21· ·last page of the agreement -- not the exhibit up to

22· ·the agreement, but the signature page.· You see that

23· ·there are two places where you've signed this

24· ·document, correct?

25· · · · A.· Yes.



·1· · · · Q.· So you're actually one of the people who

·2· ·signed off on this --

·3· · · · A.· That is correct.

·4· · · · Q.· Okay.· Does this hold harmless implementation

·5· ·agreement reflect the alternative process that the

·6· ·company believes is appropriate for -- to fulfill the

·7· ·hold harmless commitment that came out of all of the

·8· ·work that you described you've done with Natalie?

·9· · · · A.· Yes, it does.

10· · · · Q.· Okay.· And can you tell me -- can you explain

11· ·a little bit more about how this agreement came about?

12· · · · A.· Certainly.· Upon the -- well, when we learned

13· ·that we had more latitude under tax law to be able to

14· ·settle or comply with the hold harmless agreement, we

15· ·commenced consideration of acceleration of the

16· ·satisfaction of that commitment.· And in turn, we

17· ·determined that there was tremendous appeal.

18· · · · · · If you'll allow me, I'll pause for a second.

19· ·We have experienced tremendous administrative

20· ·challenges and complexity associated with the ISR

21· ·proceedings and the hold harmless commitment, both

22· ·from the company's perspective, from the Division's

23· ·perspective.· It has not -- it's a challenging issue,

24· ·and it's taken quite a bit of time on all parties

25· ·involved to be able to ensure that the mechanism is



·1· ·appropriate that we've implemented.

·2· · · · · · In an effort to relieve that administrative

·3· ·burden -- again, which has not been insignificant --

·4· ·we determined that it made much more sense and was

·5· ·certainly in the customer's best interests to

·6· ·accelerate the satisfaction of this hold harmless

·7· ·commitment to a two-year period.· And pursuant to the

·8· ·implementation agreement marked as Exhibit A -- I

·9· ·think -- is that the Exhibit A?

10· · · · Q.· Yeah.

11· · · · A.· We had numerous -- a dozen or dozens of

12· ·meetings with the Division Advocacy Section to vet

13· ·this proposal.· And ultimately, we agreed that it

14· ·would be in customer's best interests as well as the

15· ·Division advocacy section's best interests and the

16· ·company's best interests to settle this over a

17· ·two-year period.

18· · · · · · And as set forth in paragraphs 2A and B of the

19· ·importation agreement, the proposal -- well, the

20· ·agreed-upon settlement would be payments or bill

21· ·credits to customers in the first quarter of 2026 and

22· ·the first quarter of 2027, with payments occurring

23· ·monthly -- January, February, March -- of each of

24· ·those quarters.

25· · · · · · And in addition, we have ensured that we will



·1· ·not underpay pursuant to our commitment.· In fact,

·2· ·we've built in a mechanism that will ensure that we

·3· ·pay what we proposed and what we agreed with the

·4· ·Division to satisfy this commitment.

·5· · · · Q.· I'm just going to unpack that a little bit.

·6· · · · A.· Fair enough.

·7· · · · Q.· So as part of the hold harmless implementation

·8· ·agreement, did the company calculate a total value of

·9· ·the hold harmless commitment to customers?

10· · · · A.· We did, yes.

11· · · · Q.· Okay.· And -- and I believe -- but you can

12· ·confirm for me -- I'll be asking questions of

13· ·Mr. Bauder and Ms. Hawk about how that calculation was

14· ·done, correct?

15· · · · A.· Yes.

16· · · · Q.· Okay.· And then -- and then does the hold

17· ·harmless implementation agreement provide a mechanism

18· ·of crediting customers with that full value --

19· · · · A.· Yeah.

20· · · · Q.· -- through the bill credits that you just

21· ·described?

22· · · · A.· Absolutely.

23· · · · Q.· Okay.· And then you mentioned a process to

24· ·make sure that all of the money that has been promised

25· ·to be credited to customers is actually delivered to



·1· ·customers, correct?

·2· · · · A.· Yes.

·3· · · · Q.· Right?

·4· · · · A.· That's correct.

·5· · · · Q.· And if you take a look at -- we'll just start

·6· ·with Section 2A, which is labeled, electric hold

·7· ·harmless credit amount.· And it's on page 4 --

·8· · · · A.· Yes.

·9· · · · Q.· -- of the agreement.· Does this page describe

10· ·the process by which the company will calculate the

11· ·electric hold harmless credit amount that will be

12· ·provided to each active account for customers in

13· ·the -- each of the months that you just described --

14· · · · A.· Yeah.

15· · · · Q.· -- January, February, and March?

16· · · · A.· Yes, it does.

17· · · · Q.· Of 2026 and 2027?

18· · · · A.· Correct.

19· · · · Q.· Okay.· And I think the mechanism that you're

20· ·describing is reflected both in the March 2027 row of

21· ·the table that appears on page 4 and then is described

22· ·in words in the first paragraph on page 5 of the

23· ·agreement --

24· · · · A.· Yes.

25· · · · Q.· -- is that right?



·1· · · · A.· That's correct.

·2· · · · Q.· Okay.· And the -- can you describe what the

·3· ·risk is that there would -- that all of the money that

·4· ·is promised might not have been paid out --

·5· · · · A.· Yes.

·6· · · · Q.· -- to customers?

·7· · · · A.· The underlying issue is that it's impossible

·8· ·to know, you know, how many customer -- well, this

·9· ·mechanism will look at the customers that have active

10· ·accounts at the end of December for the January

11· ·billing and provide a bill of credit.· Come the

12· ·subsequent month, there may be fewer customers.· And

13· ·so it's possible that we don't pay what was

14· ·anticipated, and there could be less that we paid.

15· ·And that will continue until this is complete through

16· ·the end of March 2027.

17· · · · · · To ensure that any amounts that were not paid

18· ·because of the variances in customer accounts from

19· ·month to month or year to year, that when we get to

20· ·the end of the 2027 cycle, that any underpayment would

21· ·be captured by this -- call it this multiplier, this

22· ·2.5 times the underpayment amount.· And the assumption

23· ·there is that we've had two years that we've

24· ·underpaid.

25· · · · Q.· Okay.· I'll just stop you for a second.



·1· · · · A.· Certainly.

·2· · · · Q.· So first of all, you were referring to

·3· ·customers, but the -- the bill credits are going to be

·4· ·paid out on an account basis --

·5· · · · A.· I'm sorry, yes.

·6· · · · Q.· -- not on a customer basis --

·7· · · · A.· Yes.

·8· · · · Q.· -- correct?· So if a customer has multiple

·9· ·accounts, the bill credit goes to --

10· · · · A.· Yes, correct.

11· · · · Q.· -- all of their accounts?

12· · · · · · And then if we look at that multiplier that

13· ·you were just referring to and also the description of

14· ·it on page 5 as to how it works, is it fair to say

15· ·that it is accounting for the possibility of

16· ·underpayments because of the variation and number of

17· ·accounts?

18· · · · A.· Yes.

19· · · · Q.· Yeah?· And it is determining the amount -- the

20· ·total amount of underpayments that occur over the

21· ·three payments that are made in January, February, and

22· ·March of 2026 --

23· · · · A.· Correct.

24· · · · Q.· -- correct?

25· · · · · · And then it is multiplying whatever that



·1· ·amount of underpayment is by 2.5?

·2· · · · A.· That's correct.

·3· · · · Q.· Right?· And adding that to the amount that

·4· ·gets calculated for the bill credit for the March of

·5· ·2027 payment?

·6· · · · A.· The final cycle, yes.

·7· · · · Q.· Right.· And is the basis for -- or that 2.5

·8· ·multiplier both that it assumes any underpayments that

·9· ·happened in 2026 would -- could potentially occur

10· ·again in 2027?

11· · · · A.· Yes.

12· · · · Q.· And also adds an additional amount on top --

13· · · · A.· That's correct.

14· · · · Q.· -- to account for any additional underpayments

15· ·that might arise?

16· · · · A.· That's correct, yes.

17· · · · Q.· And if there are overpayments, does the

18· ·customer -- does the company propose to do anything

19· ·with respect to that?

20· · · · A.· No.· The company is -- pursuant to this -- the

21· ·terms of this implementation agreement, we will just

22· ·bear that cost.

23· · · · Q.· Okay.· And the process that we just described

24· ·with respect to the electric distribution accounts,

25· ·does that also apply with respect to the gas?



·1· · · · A.· That's correct.

·2· · · · Q.· And I meant gas distribution accounts as well.

·3· · · · A.· Yes.· Sorry.

·4· · · · Q.· And then are there also credits being provided

·5· ·to electric transmission only customers?

·6· · · · A.· That is correct.

·7· · · · Q.· And those are accounted for in Section 3 --

·8· · · · A.· Yeah.

·9· · · · Q.· -- of the hold harmless implementation

10· ·agreement?· Okay.

11· · · · A.· It's a very small number of accounts and a

12· ·very small dollar amount that will be paid.· But

13· ·that's absolutely correct.

14· · · · Q.· I'm sorry.· I meant to say Section 2C, not

15· ·Section 3.

16· · · · A.· That -- that's all right.

17· · · · Q.· All right.· So all of the terms that we've

18· ·gone through, and -- and really, all of the terms in

19· ·the hold harmless implementation agreement, is it your

20· ·understanding that the Division Advocacy Section has

21· ·agreed to those terms?

22· · · · A.· Absolutely.

23· · · · Q.· All right.· And why does the company think

24· ·that the process set forth in the hold harmless

25· ·implementation agreement is better than what the



·1· ·company has been doing to date?

·2· · · · A.· Again, as previously stated, the

·3· ·administrative burden will be alleviated on all

·4· ·parties.· We believe that this is definitely in the

·5· ·best interest of customers to receive these larger

·6· ·credit amounts that will make a difference,

·7· ·particularly during the winter rate cycles of 2026 and

·8· ·2027 and will be much more meaningful than the

·9· ·relatively small amount of credits that would occur

10· ·diminishing over 37 years.· And it's -- we're always

11· ·seeking ways to reduce our administrative burdens at

12· ·the company, as we have many.

13· · · · · · And so it -- this is undoubtedly in my mind --

14· ·and I would suggest my colleagues, but they can reach

15· ·their conclusions -- a very favorable agreement for

16· ·all parties involved, and thus we signed this

17· ·agreement.

18· · · · Q.· All right.· And is it the company's position

19· ·that the processes spelled out in the hold harmless

20· ·implementation agreement provide Rhode Island Energy

21· ·customers with at least the full value that they would

22· ·have realized if you had continued implementing the

23· ·hold harmless agreement?

24· · · · A.· Absolutely.

25· · · · Q.· Okay.· And finally, for you, Mr. Elmore, could



·1· ·you just say for the record what Rhode Island Energy

·2· ·is asking the Division to issue an order regarding

·3· ·related to the hold harmless implementation agreement

·4· ·today?

·5· · · · A.· Certainly.· The company is requesting an order

·6· ·affirming or confirming that this implementation

·7· ·agreement satisfies the company's hold harmless

·8· ·commitment as spelled out in the original docket

·9· ·relating to the acquisition.

10· · · · · · MR. RAMOS:· Thank you.

11· · · · · · Now, I think Ms. Hawk, I'm going to turn to

12· ·you next.

13· · · · · · HEARING OFFICER SIMPKINS:· Actually, before

14· ·you continue, Mr. Ramos --

15· · · · · · MR. RAMOS:· Yeah.

16· · · · · · HEARING OFFICER SIMPKINS:· -- I just want to

17· ·speak with Attorney Vaz.

18· · · · · · I know there's a lot of testimony being

19· ·elicited today.

20· · · · · · MR. VAZ:· Yeah.

21· · · · · · HEARING OFFICER SIMPKINS:· Would you prefer to

22· ·cross-examine on an individual basis as the testimony

23· ·comes out, or would you prefer to wait until the end

24· ·of the testimony?

25· · · · · · MR. VAZ:· I think for right now, understanding



·1· ·that they're in a panel, and not fully understanding

·2· ·the expertise of each individual, I think a panel may

·3· ·make sense.

·4· · · · · · HEARING OFFICER SIMPKINS:· So you want to wait

·5· ·until the panel's finished?

·6· · · · · · MR. VAZ:· So I'm fine -- as of right now, I

·7· ·have -- I'm okay with waiting.· If something comes up,

·8· ·I would -- I would request the opportunity to revisit

·9· ·at the end of, perhaps, the next witness's testimony.

10· · · · · · HEARING OFFICER SIMPKINS:· I'll just --

11· · · · · · MR. VAZ:· Just in case there's something

12· ·that's specific.

13· · · · · · HEARING OFFICER SIMPKINS:· Sure.· I'll ask you

14· ·the same question again at the end of the

15· ·next witness's testimony.

16· · · · · · MR. VAZ:· Thank you very much.

17· · · · · · HEARING OFFICER SIMPKINS:· You're welcome.

18· · · · · · Sorry.· Continue.

19· · · · · · MR. RAMOS:· Thank you, Mr. Hearing Officer.

20· · · · · · · · · · · · NATALIE HAWK,

21· · having previously been sworn, testified as follows:

22· · · · · · · · CONTINUED DIRECT EXAMINATION

23· ·BY MR. RAMOS:

24· · · · Q.· All right.· Ms. Hawk, Mr. Elmore just

25· ·testified that the company, as part of proposing what



·1· ·ultimately became the hold harmless implementation

·2· ·agreement, calculated a value of the hold harmless

·3· ·commitment to Rhode Island Energy customers.· Were you

·4· ·involved in the -- that calculation?

·5· · · · A.· I was.

·6· · · · Q.· All right.· And what was the role that you

·7· ·played in performing that calculation?

·8· · · · A.· I calculated the increase in the revenue

·9· ·requirement due to the elimination of deferred taxes

10· ·as a result of the acquisition.

11· · · · Q.· And when you say you calculated the increase

12· ·in revenue requirement, you're saying that you

13· ·calculated what amount -- what additional amount

14· ·customers would have had -- would have been paying

15· ·because of the elimination of ADIT that the company

16· ·had to then account for?

17· · · · A.· Correct.

18· · · · Q.· And was the calculation that you performed for

19· ·the entirety of the implementation of the hold

20· ·harmless --

21· · · · A.· That is correct, yes.

22· · · · Q.· Okay.· And can you -- can you tell the hearing

23· ·officer and the other parties here today how you

24· ·calculated that amount?

25· · · · A.· Okay.· So to calculate the increase, we had to



·1· ·understand the calculations with and without the

·2· ·acquisition.· So to do that -- the main driver behind

·3· ·that, as Mr. Elmer mentioned, was tax depreciation,

·4· ·which runs out through 20 -- 2062.· So we calculated

·5· ·the tax depreciation on the net tax value of the

·6· ·assets that were acquired by PPL.· So under -- under

·7· ·PPL.· And then we calculated tax depreciation on the

·8· ·assets under National Grid prior to -- right prior to

·9· ·the acquisition.

10· · · · · · The difference between the tax depreciation

11· ·on -- in those computations multiplied by the tax rate

12· ·is your change in accumulated deferred income taxes.

13· ·And we did that by year and for transmission, electric

14· ·distribution, and gas distribution customers.· So by

15· ·doing that for each year through 2062 and the sum of

16· ·all those calculations is your total revenue

17· ·requirement impact --

18· · · · Q.· Okay.

19· · · · A.· -- from the acquisition.

20· · · · Q.· Great.· And so that calculation gave you a

21· ·total amount that if you had continued to implement

22· ·the hold harmless commitment as it has been done to

23· ·date as -- for example, in ISR proceedings, would have

24· ·been the dollars that the credits would have been in

25· ·total through 2062?



·1· · · · A.· Correct.

·2· · · · Q.· Okay.· And so -- and you said you did it

·3· ·separately for electric distribution, gas

·4· ·distribution, and electric transmission, correct?

·5· · · · A.· Correct.

·6· · · · Q.· And -- and so the total number -- there were

·7· ·actually also separate numbers for each of those

·8· ·components, correct?

·9· · · · A.· Yes.

10· · · · Q.· And for electric transmission, some of that

11· ·was for the transmission only customers?

12· · · · A.· Correct.

13· · · · Q.· And some of it also went to electric

14· ·distribution customers?

15· · · · A.· Yes.

16· · · · Q.· Okay.· All right.· And then that number, would

17· ·it -- would it be fair to say what -- whatever that

18· ·number is in -- was in nominal dollars?

19· · · · A.· Yes.

20· · · · Q.· Okay.

21· · · · A.· That was nominal, yes.

22· · · · Q.· Okay.· Okay.· Can you speak up a little bit?

23· ·I'm not --

24· · · · A.· Sorry.· Yes.· That was in nominal dollars,

25· ·yes.



·1· · · · Q.· All right.· And then is that nominal dollar

·2· ·amount the same number that we are now using in the

·3· ·implementation agreement?

·4· · · · A.· It is not.

·5· · · · Q.· Okay.· And is that because there was

·6· ·ultimately a discounting process to net present value?

·7· · · · A.· Correct.

·8· · · · Q.· And in fact, the -- the hold harmless

·9· ·agreement itself -- the implementation agreement

10· ·itself indicates that it was a net present value

11· ·amount, correct?

12· · · · A.· Yes.

13· · · · Q.· And now -- well, were you involved in

14· ·calculating the net present value?

15· · · · A.· I was learning --

16· · · · Q.· Okay.

17· · · · A.· -- with my colleague.

18· · · · Q.· Right.· And that was something that Mr. Bauder

19· ·was responsible for doing, correct?

20· · · · A.· That is correct, yes.· Yes.

21· · · · · · MR. RAMOS:· So I was going to turn to Mr.

22· ·Bauder now, but I would...

23· · · · · · MR. VAZ:· So I certainly have questions on

24· ·that, but if you think Mr. Bauder's testimony is going

25· ·to build off of that and talk about net present value,



·1· ·I'm fine with waiting until he's done.

·2· · · · · · MR. RAMOS:· That is exactly the intent.

·3· · · · · · MR. VAZ:· Okay.· I assumed, but I -- I am

·4· ·careful doing that, so let's -- thank you.

·5· · · · · · · · · · · ·DWAYNE BAUDER,

·6· · having previously been sworn, testified as follows:

·7· · · · · · · · CONTINUED DIRECT EXAMINATION

·8· ·BY MR. RAMOS:

·9· · · · Q.· So Mr. Bauder, as Ms. Hawk just indicated,

10· ·were you involved in calculating the net present value

11· ·of the amount of value to Rhode Island Energy

12· ·customers from the hold harmless commitment?

13· · · · A.· I was.

14· · · · Q.· Okay.· And can you just describe for a second

15· ·the relationship between the nominal dollars that

16· ·Ms. Hawk just testified she calculated and the result

17· ·of a net present value calculation --

18· · · · A.· Yeah.

19· · · · Q.· -- from those dollars?

20· · · · A.· Yeah, I'd love to.

21· · · · Q.· Yeah.

22· · · · A.· So just -- let me just walk through it for

23· ·everybody to understand in sort of a -- a simple

24· ·manner here.

25· · · · · · So as Ms. Hawk explained, we went through and



·1· ·calculated the difference in the rate base as a result

·2· ·of the elimination of the ADIT, which would then, in

·3· ·turn, result in an increased revenue requirement,

·4· ·right?· Those increase in revenue requirements span,

·5· ·let's just say from -- we put on the timeline from May

·6· ·5, 2022, all the way through 2062, as we've been

·7· ·discussing, right?· This is a long time period.· We

·8· ·calculate those revenue requirements per year and have

·9· ·them on our timeline, right?

10· · · · · · HEARING OFFICER SIMPKINS:· I'm sorry.· Just a

11· ·question.· So those are incremental annual

12· ·increases --

13· · · · · · THE WITNESS:· Yes.

14· · · · · · HEARING OFFICER SIMPKINS:· -- in rate base

15· ·over time?

16· · · · · · THE WITNESS:· Yes.

17· · · · · · HEARING OFFICER SIMPKINS:· Okay.

18· · · · · · THE WITNESS:· Yep.· So since those happen at

19· ·different points in time, we have them from, you know,

20· ·obviously, 2022 through 2062.· We look at -- at those

21· ·amounts.· We know that a dollar in 2057 is not the

22· ·same as a dollar in 2028, right?· So then what we do

23· ·then is we use time value money formulas, right,

24· ·through discounting, through compounding, to convert

25· ·all of those different cash flows and -- and revenue



·1· ·requirement increases to one point in time so we can

·2· ·compare and sum them together.· Right?

·3· · · · · · So what we did is we -- what I do is I take

·4· ·that amount per year, and I discounted everything that

·5· ·would occur from January 1, 2026, in the future, back

·6· ·to 2026.· And there is a transmission payment that

·7· ·would take place before 2026 because the FERC formula

·8· ·rates have occurred, and we have been accruing money

·9· ·to return to customers.· For those, I don't want to

10· ·say the word "discounting," so I will say compounding.

11· ·So what in those I actually do is I would increase the

12· ·amount --

13· · · · · · HEARING OFFICER SIMPKINS:· So is --

14· · · · · · THE WITNESS:· -- to convert that to 2026.

15· · · · · · HEARING OFFICER SIMPKINS:· Just so I

16· ·understand, is there, like, an annual inflator that's

17· ·used per year --

18· · · · · · THE WITNESS:· Yes.

19· · · · · · HEARING OFFICER SIMPKINS:· -- based on, like,

20· ·a 3 percent annual --

21· · · · · · (Crosstalk)

22· · · · · · THE WITNESS:· Yeah.· So the way -- the way we

23· ·get to the -- the way we convert from a nominal dollar

24· ·amount to a present value amount is by using weighted

25· ·average cost of capitals, which would be used to



·1· ·either compound or accrete the amount to go from a

·2· ·historical amount to a present amount.· And we would

·3· ·say discounting from a future amount to a present

·4· ·amount.· So what this does is it allows us to look at

·5· ·all of the cash stated in 2026 dollars.

·6· ·BY MR. RAMOS:

·7· · · · Q.· Thank you.· Now, the hold harmless

·8· ·implementation agreement calls for payments to be made

·9· ·both in January, February, and March of 2026 --

10· · · · A.· Yeah.

11· · · · Q.· -- and in January, February, and March of

12· ·2027.· How did you -- how did you then take those 2026

13· ·dollars and calculate the 2027 payments?

14· · · · A.· Yeah.· So as I just described, we took that

15· ·stream of payments and we put it into 2026 dollars

16· ·using the time value money formulas, right?· That

17· ·resulted in -- let's just say if we did -- would have

18· ·done one payment, it would have been the $148 million,

19· ·right?· Instead of paying it all on one year, we

20· ·decided to pay in two years.

21· · · · · · So what -- what you may think about, time

22· ·value money didn't exist.· You just divide the number

23· ·in half, and their same amount in '26 would be the --

24· ·you would pay, and then the same amount in 2027,

25· ·right?· But since the payment is -- the second payment



·1· ·is occurring in 2027, just as time value money, just

·2· ·as I mentioned before, a dollar in 2027 is not as --

·3· ·worth as much as a dollar in 2026.· So what we did is

·4· ·we compounded those dollars up to provide the

·5· ·customers for the time value differential in waiting

·6· ·that one extra year.

·7· · · · · · Therefore, like, just to say it simply,

·8· ·receiving a payment of 74 million -- or a credit of 74

·9· ·million in 2026 or an 80 million-dollar credit in

10· ·2027, those amounts are economically equivalent.

11· · · · Q.· And when you say, economically equivalent, you

12· ·mean that the full value of 70 -- the 70 -- we're just

13· ·going to -- for approximate numbers.

14· · · · A.· Yeah.

15· · · · Q.· The 74 million --

16· · · · A.· Yeah.

17· · · · Q.· -- in 2026 is equal to $80 million in -- in

18· ·2027 because of you compound for the time value of

19· ·money for that one year?

20· · · · A.· Yeah.· So say -- think of it this way.· If you

21· ·could receive $100 today, 110 next year, or 121 in two

22· ·years at a 10 percent discount factor, all three of

23· ·those numbers, while nominally sound different, are

24· ·the same in 2026 dollars.· And that is exactly the

25· ·concept here.



·1· · · · Q.· Great.· So you mentioned over the course of

·2· ·your explanation that you used the weighted average

·3· ·cost of capital --

·4· · · · A.· Yep.

·5· · · · Q.· -- as the -- both the discount rate and the --

·6· ·I think the -- Mr. Hearing Officer referred to it as

·7· ·the insulator.· I think you referred to it as a -- as

·8· ·a compounder.· Why was that the rate that you used?

·9· · · · A.· Yeah.· So we decided to use the rates

10· ·established in the -- through regulatory mechanisms as

11· ·of the date the transaction occurred.· So we are using

12· ·8.23 percent for distribution as is consistent with

13· ·the last filed rate case; 8.41 for gas; and we are

14· ·using 9.15 for transmission.

15· · · · · · It's important that -- you know, my colleague,

16· ·Ms. Hawk, mentioned that she keeps the rate base

17· ·calculations separate for distribution, transmission,

18· ·and gas.· That's part of the reason why this is

19· ·important, so we can keep those amounts separate and

20· ·be able to discount them and bring them to the

21· ·appropriate time period in present value terms using

22· ·their own respective appropriate weighted average cost

23· ·of capital.

24· · · · Q.· Okay.· Were there any other assumptions that

25· ·you used in performing your net present value



·1· ·calculations?

·2· · · · A.· Yeah.· The -- the other assumption would be

·3· ·related to when the revenue requirement differential

·4· ·between what a customer would have paid under Nat

·5· ·Grid's ownership or our ownership would have taken

·6· ·place.

·7· · · · Q.· You just -- when you say, Nat Grid, you're

·8· ·referring to National Grid, correct?

·9· · · · A.· Yes.

10· · · · Q.· Okay.

11· · · · A.· Yes.· Yes.· Sorry.

12· · · · Q.· Okay.· Can you just start that answer over

13· ·again?· I think maybe you might be going a little fast

14· ·for everybody to pick up everything you're saying.

15· · · · A.· Oh, I'm sorry.· Yeah, yeah, yeah.· No, so --

16· ·what was I asking, Andrew?· Or --

17· · · · Q.· So the question was what other -- what, if

18· ·any, other assumptions did you make as part of your --

19· · · · A.· Oh, yeah, yeah.· Sorry.

20· · · · Q.· -- net present value calculation.

21· · · · A.· Sorry.· Yeah.· So what we are assume -- what

22· ·we have to assume, then, is just because a rate base

23· ·increased as a result of the accumulated deferred

24· ·income taxes being eliminated does not necessarily

25· ·inherently mean that that would have generated a



·1· ·revenue requirement impact to the customers.· It is

·2· ·when that rate base is actually used to calculate the

·3· ·revenue requirement -- that is when that becomes in

·4· ·scope.· So what we have to do is make an assumption of

·5· ·when would the next distribution rate case come into

·6· ·effect?· Which is essentially the other major

·7· ·assumption that we need to complete this calculation.

·8· · · · Q.· And what was the assumption that you made in

·9· ·that regard?

10· · · · A.· So we assumed that the next gas and

11· ·distribution-based rate case effective date would be

12· ·August 1, 2026.

13· · · · Q.· For both gas and electric?

14· · · · A.· Yes.

15· · · · Q.· Okay.· And -- and what is the impact of that

16· ·assumption?· And let me ask that, actually --

17· · · · A.· Yeah.

18· · · · Q.· -- a little bit differently.· If new rates

19· ·went into effect at a date later than August 1 of

20· ·2026, would that have any impact on what your

21· ·calculations were?

22· · · · A.· Yeah.· So August 1, 2026, the reason why we

23· ·made that assumption is because that is the first

24· ·time -- the earliest that new rates can go into effect

25· ·given other commitments that we made in the -- in the



·1· ·acquisition of Rhode Island Energy.· Therefore, I am,

·2· ·in this calculation, providing customers with the

·3· ·value of an increase in the revenue requirement from

·4· ·August 1, 2026, going forward.· Should that not be the

·5· ·case and we would actually have effective rates beyond

·6· ·8/1/2026, that would mean that we would have

·7· ·compensated customers for harm that they didn't

·8· ·experience.

·9· · · · Q.· So if I could ask that maybe in a -- in a --

10· ·in a -- let's -- with a couple of follow-up questions

11· ·to try and clarify.

12· · · · · · Are you saying that if new rates went into

13· ·effect at a date later than August 1, 2026, then the

14· ·amount of the increase in revenue requirement that

15· ·Ms. Hawk described calculating would be lower than

16· ·what Ms. Hawk calculated?

17· · · · A.· Yes.

18· · · · Q.· Okay.· And are you also then saying that the

19· ·hold harmless implementation agreement, if it was

20· ·carried out --

21· · · · A.· Yeah.

22· · · · Q.· -- would then compensate customers for more

23· ·than --

24· · · · A.· Yes.

25· · · · Q.· -- what the value of the hold harmless



·1· ·commitment is?

·2· · · · A.· Yes.

·3· · · · Q.· And so the total amount of the hold harmless

·4· ·credit amounts that is reflected in the hold harmless

·5· ·implementation agreement is $154,974,636, correct?

·6· · · · A.· Correct.· Yep.

·7· · · · Q.· And that consists of a total of 74,919,759 for

·8· ·electric distribution customers?

·9· · · · A.· Yep.

10· · · · Q.· And that consists of a total of 79 million,

11· ·912 dollar -- $912,470 for gas distribution customers?

12· · · · A.· Yep.

13· · · · Q.· And then $142,407 for electric transmission

14· ·only customers?

15· · · · A.· That's correct.

16· · · · Q.· And all of those numbers are the result of the

17· ·net present value calculations that you just described

18· ·that you performed based on the nominal dollar

19· ·calculations that Ms. Hawk --

20· · · · A.· Yes.

21· · · · Q.· You described a lot about the way in which you

22· ·performed these calculations just now.· Is that

23· ·something that was made -- that, to your knowledge, at

24· ·least, the Advocacy Section was made aware of?

25· · · · A.· Yes.



·1· · · · Q.· And in fact, is it something that you

·2· ·participated in meetings with the Advocacy Section

·3· ·regarding related to how these calculations were done?

·4· · · · A.· Yeah.· The -- I mean, these calculations are

·5· ·complex, and we went through with the Advocacy Section

·6· ·collaboratively many different iterations, many

·7· ·different calculations, and shared through a

·8· ·transparent process all of the calculations along the

·9· ·way to ensure that everybody understood exactly how

10· ·the calculations worked and the assumptions that were

11· ·embedded inside of those calculations.

12· · · · Q.· And it is -- is it your understanding that the

13· ·Advocacy Section agrees that your calculations are an

14· ·accurate and fair calculation of the net present value

15· ·of the hold harmless commitment to customers?

16· · · · A.· Yes.

17· · · · · · MR. RAMOS:· I have no further questions at

18· ·this time.· Thank you very much.

19· · · · · · HEARING OFFICER SIMPKINS:· Okay.· Attorney

20· ·Vaz?

21· · · · · · MS. HETHERINGTON:· I have no questions.

22· · · · · · MR. VAZ:· Okay.

23· · · · · · MS. HETHERINGTON:· Thank you.

24· · · · · · MR. VAZ:· Thank you.· Good morning, everybody.

25· · · · · · UNIDENTIFIED MALE SPEAKER:· Good morning.



·1· · · · · · UNIDENTIFIED MALE SPEAKER:· Good morning.

·2· · · · · · MR. VAZ:· Please bear with me.· I am an

·3· ·attorney, not an accountant.· Not -- anything close to

·4· ·the things that you guys do goes through my desk on a

·5· ·regular basis, so --

·6· · · · · · HEARING OFFICER SIMPKINS:· I think we all

·7· ·believe the same as attorneys.

·8· · · · · · MR. ELMORE:· And if it makes you feel better,

·9· ·I'm not an accountant either, so...

10· · · · · · MR. VAZ:· I did hear you went to law school,

11· ·though.· Yeah.

12· · · · · · MR. ELMORE:· I'm an attorney.

13· · · · · · MR. VAZ:· So don't judge me too harshly.

14· · · · · · MR. ELMORE:· Well, I ask --

15· · · · · · MR. VAZ:· Yeah.

16· · · · · · MR. ELMORE:· I ask people that regularly.

17· · · · · · MR. VAZ:· Thank you.

18· · · · · · · · · · · CROSS-EXAMINATION

19· ·BY MR. VAZ:

20· · · · Q.· So to start -- and you may have explained

21· ·this, but my understanding is that in order to

22· ·calculate net present value, typically there would be

23· ·something called a discount.· What is the discount

24· ·rate that was used?

25· · · · A.· The discount rates that were used were the



·1· ·weighted average cost of capitals that were

·2· ·established in the regulatory means at the date of

·3· ·the -- of the transaction, 8.23 percent for

·4· ·distribution, 8.41 percent for gas, and 9.15 percent

·5· ·for transmission.

·6· · · · Q.· So if I look at -- and I believe you have a

·7· ·copy of the agreement handy.· If I look at the Exhibit

·8· ·A at the very last page of this, there is attached the

·9· ·agreement.· Is that -- so that's line 5 --

10· · · · A.· That's right.

11· · · · Q.· -- the weighted average cost of capital?

12· · · · A.· That's right.

13· · · · Q.· And those numbers specifically came from

14· ·where?· So I understand that they're regulatory, but

15· ·where did -- where did they come from?

16· · · · A.· So the distribution and gas would have been

17· ·from the last base rate cases, and the transmission,

18· ·we -- at least I got from the integrated facilities

19· ·agreement in 2022.

20· · · · Q.· So in -- so in each of those documents, they

21· ·would have also been labeled a weighted average cost

22· ·of capital?

23· · · · A.· Yes.

24· · · · Q.· Okay.· Can you explain again how you

25· ·determined that that was an appropriate number to use?



·1· · · · A.· Yeah, sure.· So discount rates inherently

·2· ·represent the capital structure for the debt portion

·3· ·and the equity portion of a company, and also the

·4· ·relevant and prevailing cost of equity and cost of

·5· ·debt return expectations that, you know, investors may

·6· ·have to be able to raise the appropriate amount of

·7· ·capital for us to run the business, right?· Those

·8· ·amounts are largely subject to, you know, many

·9· ·different assumptions.· I would say simply that if you

10· ·put 100 practitioners in a room and you asked 100

11· ·practitioners to come up with a weighted average cost

12· ·of capital on the fly, you would get 100 different

13· ·answers, right?

14· · · · · · So what we do is we -- what I looked at is

15· ·these rates were established, right, and we believe

16· ·that they are fair, reasonable representations of the

17· ·current weighted average cost of capitals and a good

18· ·marker for what those weighted average cost of

19· ·capitals will be throughout the time period in which

20· ·we're discounting over 30 some years.· That may mean

21· ·that in some periods, they could be a little high;

22· ·they can be a little low.

23· · · · · · But over 30 years, what we're trying to do is

24· ·you are finding an established good baseline that is

25· ·justifiable, and that we know that we cannot predict



·1· ·the future, but we are using our best reasonable and

·2· ·sound judgment to come up with a discount rate that

·3· ·fairly represents what we believe is the -- a fair and

·4· ·balanced view of the world going forward.

·5· · · · Q.· And is it fair to say that these numbers would

·6· ·change potentially at the next base rate case?

·7· · · · A.· Yeah.

·8· · · · Q.· Okay.· And how did you account for that in

·9· ·deciding to choose these numbers versus the numbers

10· ·that might take place in a year?

11· · · · A.· All right.· Yep.· So first, I would -- I

12· ·believe that it is not an appropriate thought process

13· ·to just think about how those rates would change in

14· ·the next rate case proceeding.· That would be too

15· ·limited of a view.· This is a long-term time period in

16· ·which we're discounting.· I am -- I am certain that

17· ·time periods can take place over the next 30 years

18· ·were they can go up, where they can go down.

19· · · · · · What we do is -- and in our determination is

20· ·that the amounts of the weighted average cost of

21· ·capital that we use were those good midcycle

22· ·conditions that we believe best represent what the

23· ·WACC can be over the 37-year time horizon so -- that

24· ·we're using.

25· · · · Q.· Okay.· And just for the record, I think WACC



·1· ·is weighted average cost of capital, right?

·2· · · · A.· Yes.

·3· · · · Q.· Okay.

·4· · · · A.· Yes.

·5· · · · Q.· I did get that one, but I just figured...

·6· · · · A.· I -- yeah.· I'm sorry for -- yeah.

·7· · · · Q.· No, that's okay.· When you determined that the

·8· ·current regulatory numbers were appropriate, did you

·9· ·look at any historical numbers?

10· · · · A.· I -- so yeah.· I looked at the -- those WACC,

11· ·right?· I looked at historical information, and I

12· ·looked at different economic markers for forecast and

13· ·going forward.· And to me, they all seem to be within

14· ·a reasonable range to use given different economic

15· ·conditions and theories and projections going

16· ·forward -- that those were, in fact, reasonable and

17· ·justifiable discount rates.

18· · · · Q.· Do you know how far back you went?

19· · · · A.· Not off the -- off the top of my head, I'm not

20· ·going to...

21· · · · Q.· Okay.· I did have a question about this

22· ·same -- since we have it out, the sheet --

23· · · · A.· Yeah.

24· · · · Q.· -- page 14 of 14 that's marked Exhibit A.

25· · · · A.· Yep.



·1· · · · Q.· So I understand that line 1 where it says,

·2· ·total net present value settlement 1/1/2026, the total

·3· ·number there, the 148-707 and change.

·4· · · · A.· Yeah.

·5· · · · Q.· That is the 2026 dollars --

·6· · · · A.· Yes.

·7· · · · Q.· -- number that you were talking about earlier?

·8· · · · A.· Yeah, yeah.· Yep.· Yeah.· So --

·9· · · · Q.· Okay.

10· · · · A.· Go ahead.

11· · · · Q.· Yep.· And then I'm trying to understand, right

12· ·before the total, there's a reference to pages 3 to 5,

13· ·line 54, and I believe the only document that was

14· ·submitted is this one single page.· So what is that

15· ·referencing?

16· · · · A.· So that, I would have to --

17· · · · · · MS. HAWK:· It's the entire computation of all

18· ·the revenue requirement calculations by year.· So it's

19· ·all the details that support this one page.

20· ·BY MR. VAZ:

21· · · · Q.· Okay.· And were those details provided to the

22· ·Advocacy Section?

23· · · · A.· Yes.

24· · · · Q.· Okay.· Were they provided to the Division or

25· ·the other parties in this docket?



·1· · · · A.· Not to my understand -- I do not know how to

·2· ·answer that question.

·3· · · · Q.· Got it.· Okay.· Nobody on this panel presented

·4· ·the full packet to the Division, did they?

·5· · · · A.· Not that I'm aware of.

·6· · · · · · MR. RAMOS:· He's asking if any of the three of

·7· ·you provided it.

·8· · · · · · THE WITNESS:· Oh, no.· No.· Yeah.

·9· ·BY MR. VAZ:

10· · · · Q.· Okay.

11· · · · · · MS. HAWK:· Okay.

12· ·BY MR. VAZ:

13· · · · Q.· I was like, you can answer that.· And I

14· ·understand.· So would that be a document that you

15· ·would have access to?

16· · · · A.· Yeah.

17· · · · Q.· Okay.

18· · · · · · MR. VAZ:· Would it be appropriate for me to

19· ·ask a record request to provide that full packet.

20· · · · · · HEARING OFFICER SIMPKINS:· Would those

21· ·documents contain any proprietary information that

22· ·would need be to be redacted prior to its

23· ·distribution?

24· · · · · · MR. RAMOS:· I would have to double check.· We

25· ·kept them confidential in our provision of them to the



·1· ·Division Advocacy Section pursuant to the

·2· ·nondisclosure agreement that we have with the Division

·3· ·Advocacy Section.· And I can't -- we'd have to do a --

·4· ·a closer evaluation to determine whether they need to

·5· ·remain confidential now that -- now that it's complete

·6· ·or not.

·7· · · · · · HEARING OFFICER SIMPKINS:· Let me hold off on

·8· ·making a determination until I hear back from RI

·9· ·Energy in terms of confidentiality --

10· · · · · · MR. VAZ:· Confidentiality --

11· · · · · · HEARING OFFICER SIMPKINS:· -- of that

12· ·information.

13· · · · · · MR. VAZ:· Okay.· Thank you.

14· ·BY MR. VAZ:

15· · · · Q.· And when you had said that you had had

16· ·multiple opportunities to consult with the Advocacy

17· ·Section, there was a back and forth on the numbers; is

18· ·that fair to say?

19· · · · A.· There's a back and forth on the -- on the

20· ·calculations.· Like, just in -- in plain English, we

21· ·scheduled meetings many times throughout this to go

22· ·through different calculations, different updates, to

23· ·walk through line by line the calculations, how they

24· ·work with the consultants, with the advocacy Division

25· ·to make sure that everybody felt comfortable that this



·1· ·was -- you know, that all the numbers that led to this

·2· ·attachment here were put together in a way that

·3· ·everybody understood and believed was a fair and

·4· ·reasonable representation of the underlying economics.

·5· ·Yes.· There were many different -- painstaking through

·6· ·hundreds of hours of looking at the numbers, having

·7· ·meetings, going back and forth, discussing what would

·8· ·be the best approach, how did we do the assumption,

·9· ·sensitivity analysis on these things.· Yes, we went

10· ·through multiple times.

11· · · · · · I don't know exactly the picture you're trying

12· ·to paint, but I am trying to make sure that I

13· ·actively -- or accurately reflect that it was a very

14· ·collaborative process.· It --

15· · · · Q.· Right.

16· · · · A.· Along the way.

17· · · · Q.· And I'm not trying to paint a picture.

18· · · · A.· Yeah.

19· · · · Q.· Trust me.· I'm just trying to understand what

20· ·the process was because obviously, I -- I think you

21· ·can confirm, and I'll ask you to confirm -- the

22· ·attorney general's office wasn't party to those

23· ·discussions and hasn't seen any documents --

24· · · · A.· No.

25· · · · Q.· -- related to those, correct?



·1· · · · A.· Correct.

·2· · · · Q.· Okay.· And no other party to Docket 21-09 was

·3· ·there other than the Advocacy Section; is that fair?

·4· · · · A.· That's -- yeah, correct.

·5· · · · · · MR. ELMORE:· I would -- if I may, I would -- I

·6· ·would add that in our deliberation on the calculations

·7· ·and the iterations thereof, we ensured throughout the

·8· ·process that we erred in favor of customers as we

·9· ·wanted to never be in a position where it could be

10· ·asserted that the company was falling short of

11· ·satisfying this condition, which we have very

12· ·seriously taken and very seriously committed to.· And

13· ·I think -- I believe completely that these

14· ·calculations are in favor of customers, certainly not

15· ·the company.

16· · · · · · MR. VAZ:· So I certainly understand that.· And

17· ·to the extent that you thought that I was suggesting

18· ·that you thought otherwise, I'm not.· All right?· I'm

19· ·just --

20· · · · · · MR. ELMORE:· Fair enough.

21· · · · · · MR. VAZ:· -- trying to understand what's in

22· ·the record and what's been available and what is

23· ·available to the decision maker, the Division, as

24· ·opposed to what was provided to the Advocacy Section

25· ·and what you're representing they've gone through.



·1· ·BY MR. VAZ:

·2· · · · Q.· When you were considering the impacts of the

·3· ·next rate case, is it fair to say that you assumed

·4· ·rates were going to go up?

·5· · · · A.· I -- what -- I'm not assuming that.· I am

·6· ·looking at -- I am not looking at just one rate case

·7· ·because these calculations are beyond that.· That

·8· ·would not be an appropriate way for me -- as a finance

·9· ·practitioner, in a timeline as long as this, that

10· ·would be too narrow of a scope to look at.· So no,

11· ·I would not say that.

12· · · · Q.· Okay.· Then I would ask you just to clarify

13· ·because I may have misunderstood what you were saying

14· ·about the benefits to rate payers if the rate case

15· ·wasn't decided by August 2026.

16· · · · A.· Yeah.· Oh, for sure.

17· · · · Q.· And it's entirely just --

18· · · · A.· Yeah, yeah.

19· · · · Q.· -- I may not understand.

20· · · · A.· No, no, no, no.· These are -- these are

21· ·separate things.· Let's make sure we understand that.

22· ·Let's say -- put the rates aside, right?· This is more

23· ·of a matter of when would the increase in rate bases

24· ·actually be used as a foundation to develop a revenue

25· ·requirement, right?· We have not gone in for a base



·1· ·distribution rate case since National Grid's

·2· ·ownership, right?

·3· · · · · · MR. ELMORE:· Back in 2018.

·4· · · · · · THE WITNESS:· Back in 2018.· Therefore, those

·5· ·assets have not had an opportunity to even generate a

·6· ·new revenue requirement.· So the fact that the rate

·7· ·base behind the scenes has gone up does not matter

·8· ·from a revenue requirement perspective because they

·9· ·weren't used.· These -- been memorialized since 2018,

10· ·right.

11· ·BY MR. VAZ:

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

13· ·assets --

14· · · · A.· The assets --

15· · · · Q.· -- which assets are you talking about?

16· · · · A.· The acquired assets that were subject to the

17· ·accumulated deferred income tax --

18· · · · · · (Crosstalk)

19· ·BY MR. VAZ:

20· · · · Q.· Okay.· So not assets that have been considered

21· ·separately in, for instance, the ISR?

22· · · · A.· No.· Right.· So -- yeah, the assets in -- that

23· ·were subject to the ISR have been handled in the ISR

24· ·plan.· It is those other assets that have not been

25· ·handled.· And let's just -- to be clear about that,



·1· ·that is the transmission assets.· And that is the

·2· ·non-ISR assets for distribution and gas, right?

·3· · · · · · For the transmission assets, right, though --

·4· ·through -- let's just address that real quick.

·5· ·Through the FERC formula rate -- the FERC formula rate

·6· ·is what it is.· It is formulaic.· What we did for that

·7· ·is we accrued for all of those revenue requirement

·8· ·impacts from the time they would have taken place up

·9· ·until the settlement of the final depreciation of the

10· ·last asset in 2062.· We have all of those embedded in

11· ·here because those amounts -- there was no way to

12· ·handle that like there was for the ISR-related assets,

13· ·right?· So for the non-ISR-related assets, they are in

14· ·a position where they do not have an impact until

15· ·there's a next rate case, right?· If the rate case

16· ·would happen in August 20 -- August 1, 2026 -- the

17· ·rate case effective date would be August 1, 2026, that

18· ·would be the date in which the new rates would have

19· ·gone into effect, and those higher rate bases would

20· ·have harmed customers.

21· · · · · · To the extent that that is beyond that, right?

22· ·Like, let's just say it's January 1 of 2027, right?

23· ·Then the customers wouldn't have had to pay higher

24· ·revenue requirements until January 1 of 2027 because

25· ·the rates haven't gone into effect yet.· We are paying



·1· ·customers in this as though the rates go into effect

·2· ·August 1, 2026.· Should they not actually go into

·3· ·effect until January 1, 2027, we'd own that risk.· And

·4· ·we would -- the customers would have been paid as

·5· ·though the rates went into effect August 1, 2026, and

·6· ·we would have simply just overpaid.· And that's a

·7· ·position that we accept.

·8· · · · Q.· And when you talk about the rates in 20 -- the

·9· ·rate base in 2026, do you know that because of the

10· ·assets being known at the time of the sale?

11· · · · A.· Yes.· Yes.

12· · · · Q.· No, that makes sense to me.

13· · · · A.· Yeah.

14· · · · Q.· As far as future ISR assets, how is that

15· ·accounted for?

16· · · · A.· Yeah.· So the -- so what -- the ISR assets

17· ·have been a part of these -- part of this process

18· ·since the beginning.· So for the -- for the ISR,

19· ·for -- we have made manual adjustments in the ISR plan

20· ·for the fiscal year '24, '25, and '26 plan to

21· ·compensate for those increase in rate bases that would

22· ·have occurred under the ISR plan.· We have the manual

23· ·adjustment in there, and those were satisfied from

24· ·that point forward, August 1, 2026.· All of the

25· ·impacts those assets could have had, whether ISR or



·1· ·non ISR, are embedded in these calculations.

·2· · · · Q.· Okay.· Thank you.

·3· · · · A.· Essentially, the -- they all true up at that

·4· ·point, right.· They're -- they're all in scope at --

·5· ·at that point base.· And base and ISR are all

·6· ·reflected in the calculation from August 1, 2026

·7· ·quarter.

·8· · · · Q.· So is it fair to say that -- and I understand

·9· ·that's not what's being presented here, but that

10· ·another opportunity to determine a calculation of the

11· ·hold harmless would be during the rate case?· Is that

12· ·something that could be factored into rate base in a

13· ·rate case generally?

14· · · · · · MR. ELMORE:· If I can answer that?· Certainly.

15· ·But the question is, why add this additional layer of

16· ·complexity into the rate case?· We're going to have

17· ·plenty of complex issues associated with that rate

18· ·filing.

19· · · · · · And further, to the ambition of reducing

20· ·administrative complexity, it makes sense, both from a

21· ·company perspective -- and I -- I'll speak on behalf

22· ·of the Advocacy Section of the Division.· It -- it

23· ·makes sense to -- to clear the decks, if you will,

24· ·because it's -- it's going to take an issue off the

25· ·table, and we'd all be better served by reducing the



·1· ·issues, not increasing the issues that will be

·2· ·addressing that rate proceeding.

·3· ·BY MR. VAZ:

·4· · · · Q.· And I guess I should clarify.· So with respect

·5· ·to the, the full document we were talking about

·6· ·earlier, obviously, a page from it was provided as

·7· ·Exhibit A to the agreement.· Would that full document

·8· ·provide the underlying numbers and data in their

·9· ·entirety that were relied upon in determining the

10· ·present value and these calculations?

11· · · · A.· Mm-hmm.

12· · · · Q.· Okay.

13· · · · A.· Yes.

14· · · · Q.· That was my understanding, but I wanted to

15· ·make sure.· Do you know if the Advocate Section

16· ·performed its own analysis and came up with

17· ·independent numbers relating to net present value?

18· ·And you may not.

19· · · · · · MR. ELMORE:· I -- I don't believe that we can

20· ·speak to the actions of the Advocacy Section without

21· ·our involvement.

22· · · · · · MR. VAZ:· Okay.· And does the current

23· ·settlement represent the amount that the company put

24· ·forward.

25· · · · · · MR. ELMORE:· It -- it represents an amount



·1· ·through, as I noted previously, multiple meetings and

·2· ·the sending of calculations.· And so it was an

·3· ·iterate -- iterative process pursuant to which we

·4· ·agreed that the calculations do, in fact, serve to

·5· ·satisfy our hold harmless commitment and are fair,

·6· ·reasonable, and again, it's a slightly skewed toward

·7· ·the benefit of customers.

·8· · · · · · MR. VAZ:· And when you say we, sorry.

·9· · · · · · MR. ELMORE:· The company.

10· · · · · · MR. VAZ:· Okay.· And so you're not speaking

11· ·for the Advocacy Section.

12· · · · · · MR. ELMORE:· Well, I -- what -- what I'm

13· ·speaking about is the meetings that we had.· We went

14· ·through all of the calculations together to ensure

15· ·that we all understood them.· And so again, it was an

16· ·iterative process to land on, if you will, the

17· ·appropriate numbers reflected in the implementation

18· ·agreement.

19· · · · · · MR. VAZ:· Okay.· That's what I thought you

20· ·were saying originally, but your answer --

21· · · · · · MR. ELMORE:· I'm sorry.

22· · · · · · MR. VAZ:· Your answer to who we was just -- I

23· ·just wanted to clarify --

24· · · · · · MR. ELMORE:· Okay.

25· · · · · · MR. VAZ:· -- who we was.



·1· · · · · · MR. ELMORE:· Apologies.

·2· · · · · · MR. VAZ:· No, no problem.· One other question

·3· ·that I had was about the implementation of the

·4· ·agreement.· So again, we're not talking about actually

·5· ·doing the payments, but let's say hypothetically, that

·6· ·the payments were approved somehow and were moving

·7· ·forward, how would the company be accounting for low

·8· ·income customers who get a full billed discount?

·9· · · · · · MR. RAMOS:· Objection on relevance grounds,

10· ·but --

11· · · · · · MR. VAZ:· So I think this is very relevant

12· ·because if the discount works inappropriately, there

13· ·would be a shortfall.· Like payments wouldn't be made

14· ·in -- to those customers in the same amount as other

15· ·customers, so --

16· · · · · · HEARING OFFICER SIMPKINS:· I'm not sure I

17· ·understand your.

18· · · · · · MR. VAZ:· My question is, let's say I'm a

19· ·low-income customer with a 25 percent total bill

20· ·discount.· You're saying here that payments are being

21· ·made to each accountant.· Is the full payment being

22· ·made to each account, or are those customers receiving

23· ·a discounted payment?

24· · · · · · MR. ELMORE:· They are not receiving a

25· ·discounted payment.



·1· · · · · · MR. VAZ:· Okay.· That's all I was asking.

·2· ·Sorry if I was confusing --

·3· · · · · · MS. HETHERINGTON:· It's the same credit for

·4· ·every client.

·5· · · · · · MR. VAZ:· Okay.· So they would receive the

·6· ·same amount as a typical A-16 customer.

·7· · · · · · HEARING OFFICER SIMPKINS:· You're still

·8· ·objecting to the question in this form?

·9· · · · · · MS. HETHERINGTON:· Yeah.· Oops.

10· · · · · · MR. RAMOS:· I am.

11· · · · · · MS. HETHERINGTON:· Oh, sorry.

12· · · · · · MR. RAMOS:· But -- it's -- but it -- they've

13· ·answered it.· I'll withdraw the objection.

14· · · · · · MR. ELMORE:· It's being applied on an account

15· ·basis.· So, you know, I -- I can -- certainly -- it's

16· ·maybe more than a hypothesis.· But will low-income

17· ·customers likely be served quite well through this

18· ·implementation agreement?· I would suggest that the

19· ·answer is yes.

20· · · · · · MR. VAZ:· Yeah.· That -- that was all.· I was

21· ·just making sure that that wasn't creating some kind

22· ·of gap in what was supposed to be paid out versus what

23· ·was --

24· · · · · · MR. ELMORE:· Not at all.· Not at all.

25· · · · · · MR. VAZ:· Yeah.· I think that's all I have for



·1· ·questions right now.· I would like to renew my

·2· ·request.· I understand that the Hearing Officer needs

·3· ·to make determinations about confidentiality, but I --

·4· ·I would request that the full schedules of which we

·5· ·have a part in Exhibit A to the agreement were entered

·6· ·into the record.· I guess, if necessary,

·7· ·accommodations could be made for confidential

·8· ·information.· But I -- I would ask that the parties

·9· ·have an opportunity to bend that so that we can

10· ·thoroughly determine whether that an independent

11· ·assessment of the -- of the numbers being appropriate.

12· · · · · · HEARING OFFICER SIMPKINS:· I guess my question

13· ·is to that would be why now?· You've had -- and the --

14· ·and this -- I'm not trying to sound condescending, but

15· ·this was filed on June 19.· You know, we didn't

16· ·receive anything from the AG's office until now.

17· ·Where if this request had been made prior to the

18· ·hearing as a data request, you know, that if that

19· ·information had been released, you would have had

20· ·three-plus weeks to review it.· It's my understanding

21· ·also that in this process that there is a time period

22· ·that you're looking to have in order from the decision

23· ·by; is that correct, from the hearing officer,

24· ·correct?

25· · · · · · MR. ELMORE:· That is correct.



·1· · · · · · MR. VAZ:· Has that timeline been made to

·2· ·public?· I -- I don't know.· I -- I'm not trying to

·3· ·be disrespect -- I just don't know what timeline

·4· ·you're referring to.

·5· · · · · · HEARING OFFICER SIMPKINS:· It -- typically, in

·6· ·any proceeding, it's not with this proceeding, but

·7· ·generally, there is a request for a decision by a

·8· ·certain -- whether it be a consumer matter.· I'm just

·9· ·speaking in generalities.· So that would be my guess

10· ·in this situation as well.· And I wouldn't want to --

11· · · · · · MR. VAZ:· And --

12· · · · · · HEARING OFFICER SIMPKINS:· If there was a

13· ·timeline contemplated, I wouldn't want to prejudice

14· ·that timeline.

15· · · · · · MR. VAZ:· And to -- to respond to your

16· ·comments, and I take them at face value as to timing,

17· ·our office filed -- there was no indication of what

18· ·process was going to be followed for this petition,

19· ·and the docket had already had a complete order, a

20· ·final order, and no hearing officer until last Friday.

21· ·We did file a motion, which now has been moved, but

22· ·that was seeking additional process, and no order has

23· ·been made on that.

24· · · · · · The decision -- the review of this took time

25· ·in my office.· I -- I made a filing as early as I



·1· ·could.· I am now trying to see the entire record and

·2· ·ensure that there is a complete record, which I -- I

·3· ·think that the hearing officer should have the benefit

·4· ·of being able to review these documents that were

·5· ·exchanged between two, but not all of the parties in

·6· ·this -- in this hearing to come up with the net

·7· ·present value.· And I think that it's appropriate to

·8· ·have an appropriate period of time to review those

·9· ·documents so that we can consult.

10· · · · · · I understand that there's been some process

11· ·here today and that I've had an opportunity to cross

12· ·examine these witnesses, but the documents that they

13· ·relied on have not been made available to me at this

14· ·point.· And I have not had an opportunity to consult

15· ·with -- as I mentioned, I'm a lawyer, not an

16· ·accountant, and I haven't had an opportunity to

17· ·consult with anyone to review these numbers.

18· · · · · · Again, it's entirely in the interest of a

19· ·fully transparent process.· It's not a -- a

20· ·determination as to whether or not the numbers are

21· ·appropriate.· It -- it's a request for an opportunity

22· ·to review those to ensure that the people of Rhode

23· ·Island are -- and I understand that the witnesses

24· ·today have indicated, but it's an opportunity to

25· ·ensure that the people of Rhode Island are receiving



·1· ·the full benefit of the hold harmless commitment that

·2· ·was made at the time of the sale.

·3· · · · · · MR. RAMOS:· If I may respond briefly, Mr.

·4· ·Hearing Officer.

·5· · · · · · HEARING OFFICER SIMPKINS:· Sure.

·6· · · · · · MR. RAMOS:· The subject matter of this

·7· ·petition is for the Division to determine whether the

·8· ·implementation of an agreement satisfies and complies

·9· ·with a condition that was imposed by the Division.

10· ·The attorney general is participating in this

11· ·proceeding as an intervenor.· But this is not an issue

12· ·on which the attorney general, you know, sought to

13· ·impose this commitment in the first instance.· It was

14· ·not an issue on which the attorney general took the

15· ·appeal from the approval order to the superior court

16· ·that ultimately resulted in the settlement agreement

17· ·with the attorney general.· The determination as to

18· ·whether the Division's condition has been met lies

19· ·within the province of the Division.

20· · · · · · And the -- in this particular circumstance,

21· ·the Advocacy Section serving in the role of ratepayer

22· ·advocate, as the Division ordinarily serves in that

23· ·role in matters before The Public Utilities Commission

24· ·has had an opportunity to review, weigh in, and has

25· ·signed onto the agreement itself that is now being



·1· ·presented to the Division to determine whether there

·2· ·is compliance with the Division's condition.

·3· · · · · · The attorney general has not articulated a

·4· ·particular unique interest beyond that of that, that

·5· ·is being played by the Division Advocacy Section in

·6· ·connection with this particular petition.· And while I

·7· ·appreciate the desire for there to be a complete

·8· ·vetting and review of whether or not the order has

·9· ·been complied with, I believe is fully within the

10· ·province of the Division to determine what it needs to

11· ·see and whether the review that has taken place to

12· ·date by the ratepayer advocate by -- in the form of

13· ·the Advocacy Section and the presentation that has

14· ·been made by the company as reflected in a document to

15· ·the agreement that the -- those two parties put

16· ·together is in satisfaction of the condition that it

17· ·was the Division put in place, not the attorney

18· ·general.

19· · · · · · MR. VAZ:· If I may speak to just one point,

20· ·and it's just a point of clarification.· I believe --

21· ·I believe Attorney Ramos -- and I don't believe it was

22· ·intentional -- but he did indicate that the attorney

23· ·general had no interest in the hold harmless at the

24· ·time of the sale.· And that's not true.· Our experts

25· ·opined on the need for a hold harmless.· An example



·1· ·would be our joint testimony from our experts on page

·2· ·27.· Their pre-file testimony is one area where we

·3· ·noted concerns.· I believe the order also notes that

·4· ·the attorney general had concerns about ADIT that were

·5· ·ultimately assuaged by the implementation of the hold

·6· ·harmless commitment.· But that's the hold harmless

·7· ·commitment that we're here to determine whether it's

·8· ·been fully satisfied.

·9· · · · · · I understand that that decision is a Division

10· ·decision, but I -- I think that it's wholly

11· ·appropriate for the attorney general to have an

12· ·opportunity to vent the underlying determination.

13· · · · · · HEARING OFFICER SIMPKINS:· Okay.· Thank you.

14· ·Again, I'm going to hold off on making a decision with

15· ·respect to the issuance of that data request until the

16· ·company's had time to provide me with the information

17· ·related to the confidentiality.· And I really need a

18· ·little more time just to mull over your request.  I

19· ·don't want to make something -- a decision here on the

20· ·bench without having ample time to think it through.

21· · · · · · MR. VAZ:· So to be clear, it would be a

22· ·request for reasonable continuance to allow for proper

23· ·vetting of the underlying document.

24· · · · · · HEARING OFFICER SIMPKINS:· Okay.· And I will

25· ·issue my decision on your request for a continuance by



·1· ·Monday.

·2· · · · · · MR. VAZ:· Thank you.

·3· · · · · · HEARING OFFICER SIMPKINS:· Any further

·4· ·testimony in this matter?· Anyone have any closing

·5· ·comments that they'd like to give?

·6· · · · · · MS. HETHERINGTON:· Maybe I'll address that

·7· ·issue if I may.

·8· · · · · · HEARING OFFICER SIMPKINS:· Sure.

·9· · · · · · MS. HETHERINGTON:· I think it was well

10· ·articulated by both sides.· My recollection is that

11· ·there was a global NDA in this matter.· I do

12· ·applaud -- as a -- as a ratepayer advocate, I do

13· ·applaud advocacy from other agencies and entities.

14· ·But I -- I do want to emphasize, I'm going to make a

15· ·couple of representations at the closing, if you will.

16· · · · · · But we're not here simply taking the word of

17· ·the company here.· I can represent, and I will make

18· ·those affirmations, that the ratepayer advocate was

19· ·uniquely situated to make sure -- that's our sole job,

20· ·is to make sure the rate payors are protected.· So I'm

21· ·not saying, let's not share with the attorney

22· ·general's office, absolutely their intervenor, and I

23· ·will defer to the hearing officer on that decision.

24· ·But I will say that it's -- it's -- we're not -- we're

25· ·not in the capacity of simply saying, let's take the



·1· ·company word for it.

·2· · · · · · That -- the -- well, I'm -- I'm starting into

·3· ·my closing, if you will.· Let me -- let me stop there.

·4· ·Let me see if you want to continue with the closings.

·5· ·And I will make those representations at that time.

·6· · · · · · MR. VAZ:· If I could, and it may not be that

·7· ·this is something that the Advocacy Section wants to

·8· ·do, but -- but I would ask you whether -- obviously,

·9· ·they did not put on a witness today.· Is that

10· ·something that they would anticipate a need for?

11· · · · · · MS. HETHERINGTON:· We do not intend on

12· ·bringing -- calling a witness.· I intend on making

13· ·some affirmations as a closing statement.· And for the

14· ·record, I do not object.· I have no objection to

15· ·sharing these -- subject to confidentiality, sharing

16· ·the documents with the attorney general's office.

17· · · · · · That said, I think that we just -- I want to

18· ·make sure that none of us are losing site of the

19· ·limited scope and purpose of this hearing.· Namely,

20· ·we're not here to rehash hold harmless from the

21· ·substantive underlying case.· And that, you know --

22· ·and that our representations are taken on their face

23· ·as well, that we have -- have carefully vetted this by

24· ·the experts that I -- I do recognize that the attorney

25· ·general's office brought up the issue and supported



·1· ·the hold harmless requirement.· I -- and I would have

·2· ·to go back to the record to look.· I think that our

·3· ·vast of advocacy section consultants in November of

·4· ·'21 really forced the issue and make it such that

·5· ·commitments were made, frankly, at the 11th hour

·6· ·before our decision came.

·7· · · · · · So I just want -- I -- I guess I'm defending,

·8· ·if you will, the process insofar as we really -- this

·9· ·is our sole purpose is to defend the rate payor -- to

10· ·advocate for the rate payors.· And so to the extent

11· ·that there was an interim process, I will say it was

12· ·because we -- we force it to do so.· We force it to

13· ·continue.

14· · · · · · So all that being said, I do have some closing

15· ·statements, but also, like, to defer to the company

16· ·and the Advocacy Section --

17· · · · · · HEARING OFFICER SIMPKINS:· Actually, before we

18· ·got the closings.· Mr. Elmore, one question or anyone

19· ·from the panel can answer.· You know, in terms of this

20· ·being an interim process, how long did the process

21· ·take between the initial discussions for the

22· ·settlement to the time that you reached a settlement?

23· · · · · · MR. ELMORE:· Approximately, I believe we

24· ·commenced the process in May or June of last year.· So

25· ·does that put us at about 9, 10, 11 months?



·1· · · · · · HEARING OFFICER SIMPKINS:· May or June of last

·2· ·year.· Well, we're a little over that.· We're in July,

·3· ·so.

·4· · · · · · MR. ELMORE:· It was -- it was lengthy.· And as

·5· ·I noted before, incredibly narrative and open.

·6· · · · · · HEARING OFFICER SIMPKINS:· Okay.

·7· · · · · · MR. RAMOS:· If -- if I could just make one

·8· ·additional point --

·9· · · · · ·HEARING OFFICER SIMPKINS:· Absolutely.

10· · · · · · MR. RAMOS:· -- regarding the opportunity for

11· ·the attorney general to review and understand the

12· ·calculations.· And I will make the representation that

13· ·upon receipt of the attorney general's motion to

14· ·reopen, I had a conversation with Attorney Vaz.· And

15· ·among the things that we talked about was an offer to

16· ·make somebody available from the company to sit down

17· ·with whomever from the attorney general's office in

18· ·advance of this hearing to walk through, talk through

19· ·what the calculations were so that it would ease the

20· ·understanding in advance of the hearing occurring.

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

22· ·intended to cast any aspersions, but there was --

23· ·ultimately -- we weren't taken up on that, and -- and,

24· ·you know, it was not because we didn't offer it in

25· ·advance.



·1· · · · · · MR. VAZ:· To respond, if I could briefly.

·2· ·I -- I will acknowledge that the company did call last

·3· ·Friday, a week ago and give us that -- give us that --

·4· ·have a discussion that that may be a possibility.  I

·5· ·believe the company, at last check, was determining

·6· ·whether or not they could do it, and we were also

·7· ·determining whether or not it was something that our

·8· ·office would be able to do.

·9· · · · · · I will say that they -- the period of time, it

10· ·was quite brief between last Friday and today, and

11· ·that our office's position has been, and was again

12· ·today, that these documents should be reviewed on the

13· ·record, whether that be because of confidentiality

14· ·issues in some type of privileged manner, but that

15· ·they should be in the record and something that the

16· ·Division also has the opportunity to review in making

17· ·a final decision.

18· · · · · · MR. RAMOS:· And -- and I -- I will also

19· ·respond that the reason why that conversation took

20· ·place last Friday was because that was the first

21· ·indication that the company had that the attorney

22· ·general planned to take any position whatsoever with

23· ·respect to the petition that was filed.· And that was

24· ·when we reached out.· And, you know, after we spoke

25· ·last Friday, there -- there was no further



·1· ·communication between the company and the attorney

·2· ·general.· If there were -- if there was something

·3· ·further that the attorney general was looking for in

·4· ·advance of the hearing, we didn't have an opportunity

·5· ·to -- to say yeah or nay to it.

·6· · · · · · HEARING OFFICER SIMPKINS:· Okay.· All right.

·7· ·This is where I'm going to stop comment on this.· This

·8· ·is kind of turning into a tennis match.

·9· · · · · · So with that, if there is no further

10· ·testimony, I'd like to begin closing arguments.

11· · · · · · MR. RAMOS:· Thank you.· I think what you've

12· ·heard today, Mr. Hearing officer, is that the -- the

13· ·company identified an opportunity to satisfy a

14· ·condition that had been imposed by the Division as

15· ·part of the approval of the transaction to alleviate

16· ·an administrative burden and provide meaningful and

17· ·transparent benefits to customers associated with that

18· ·condition.

19· · · · · · Through the testimony of Mr. Elmore, Ms. Hawk,

20· ·and Mr. Bauder, they have -- it's been demonstrated

21· ·that they took seriously to the complexity of trying

22· ·to figure out the best way in which to address that

23· ·condition, expended significant amounts of time and

24· ·intellectual effort to develop a -- a process that is

25· ·now documented through the hold harmless



·1· ·implementation agreement that is the subject matter of

·2· ·this petition today.· To achieve that goal, eliminate

·3· ·a substantial administrative burden, provide

·4· ·meaningful, transparent belief to customers that gives

·5· ·them the -- at least the full value of the -- of what

·6· ·the condition that was imposed on the company would

·7· ·have provided to those customers if it continued to be

·8· ·implemented in the manner in which it has been to date

·9· ·for the next 37 years.

10· · · · · · The -- the process with the Division Advocacy

11· ·Section was as described, open, iterative,

12· ·collaborative, and engaged in with the intent and

13· ·purpose to ensure that customers got everything that

14· ·they were entitled to as a result of the condition

15· ·that the Division posed.· And through that agreement,

16· ·it has now been presented to you, Mr. Hearing Officer,

17· ·and to the Division as a proposal to fulfill that

18· ·commitment so that everybody can check this

19· ·administrative issue off their list to get the value

20· ·in the hands of customers sooner rather than later, or

21· ·certainly rather than in a long drawn out manner that

22· ·is less tangible.

23· · · · · · I don't have a significant amount to add to

24· ·what you've heard today.· This is a really narrow

25· ·request we'll -- following this process that is



·1· ·spelled out in the hold harmless implementation

·2· ·agreement, satisfy the condition.· I think based on

·3· ·the testimony that you've heard, representations that

·4· ·you'll hear from Attorney Hetherington in just a

·5· ·moment, the answer is an unequivocal yes, and we ask

·6· ·that you grant the relief requested.

·7· · · · · · HEARING OFFICER SIMPKINS:· Thank you.

·8· · · · · · MS. HETHERINGTON:· Thank you.· One thing I

·9· ·want to highlight is in this discussion, I think we

10· ·may be missing, forest through the trees, that to

11· ·continue the case, if you will, or -- or allow

12· ·additional vetting, what is it -- what is it that

13· ·we're looking at?· And I think there's a genuine

14· ·question of was the net present value properly

15· ·calculated?· And questions like that, frankly, which I

16· ·defer to my experts for.

17· · · · · · And then there's a secondary question.· I just

18· ·want to -- sort of a comment, if you will.· Are the

19· ·terms of the settlement, the credit allocation over

20· ·two years, three months, a year, is that the absolute

21· ·best and the correct -- correct way to implement this?

22· ·And I will -- I will agree that no, there is no

23· ·correct or proper or only way to credit customers, if

24· ·you will.· But the Advocacy Section's vetting was

25· ·intended to bring conference, that it was a reasonable



·1· ·and fair way.

·2· · · · · · So if we were to revisit any of this, you

·3· ·know, as Mr. Bauder had suggested, if you put 100

·4· ·accounts in a room, there may be some variations in

·5· ·opinion.· But I'm here today to represent that we

·6· ·vetted it to the extent that we did find that the

·7· ·calculations were accurate and fair to the rate

·8· ·payors.· But that, you know, the proposal for the

·9· ·weight to credit rate payers is not the only way.· It

10· ·is a fair and reasonable way with some the benefits.

11· ·I mentioned administrative, lessening a burden and

12· ·relief, meaningful relief now.· So that's just a

13· ·comment that I -- I think we may be -- what is it that

14· ·we were -- we're looking at today?

15· · · · · · And so to my earlier reference, I -- I wanted

16· ·to make some representations because you're right.  I

17· ·have not brought a witness forward.· There's been a

18· ·lot of talk about advocacy section without the

19· ·advocacy section talking.· And so I want to make some

20· ·representations on the record, if I may.

21· · · · · · And that is one, as I -- as I acknowledged,

22· ·the advocacy sections, sole job is to advocate for

23· ·rate payors so that the representations, which I will

24· ·say were well articulated and made understandable.

25· ·It's not just to believe the company that we -- we



·1· ·were there to advocate for rate payors.

·2· · · · · · I will tell you that the representations made

·3· ·by the company, the company witnesses, accurately

·4· ·describes the process, accurately described the

·5· ·assumptions, the considerations that were made.· And I

·6· ·can represent that the accounting concerns that the

·7· ·Advocacy Section had, of which there were many.· We

·8· ·made them work very hard, I will say.· Were addressed

·9· ·to its satisfaction, such as the time value of money

10· ·differential, you know, considerations.· I can, you

11· ·know, represent that the net present value

12· ·calculations, after our own vetting, was found to be

13· ·fair to rate payers and was accurately calculated.

14· ·That the implementation method of the credit over two

15· ·years properly and fairly disperses the ratepayer

16· ·money owed incompletely.· And that the -- the new

17· ·process contemplated by the settlement is as fair as

18· ·the current adjustment process being made.

19· · · · · · I will agree that the calculations and the

20· ·implementation, the two referenced, do err on the side

21· ·of rate payers.· And we made sure of that to remind

22· ·you the -- the multiplier and, you know, the year,

23· ·month to month, it will err on the side of benefit to

24· ·the ratepayer.· The issue of the rate case, if there

25· ·were a delay in a rate case implementation, that the



·1· ·company would absorb those additional costs.· And so

·2· ·the advocacy section is pleased and feels confident

·3· ·that the ratepayer is protected in that way.

·4· · · · · · And for all of these reasons.· Hence, the

·5· ·Advocacy Section continues to stand by the settlement

·6· ·as negotiated and continues to support approval of the

·7· ·petition that were these settlement terms to be

·8· ·implemented, it would satisfy the whole terminals

·9· ·commitment and ultimately, if completely satisfied,

10· ·would be -- would discharge them of their obligation.

11· ·So thank you.

12· · · · · · HEARING OFFICER SIMPKINS:· Thank you.· And

13· ·Vaz?

14· · · · · · MR. VAZ:· Thank you.· And I will be brief

15· ·because I -- I do believe we've got into the -- the

16· ·crux of the issue throughout the day.· And our

17· ·position has been clear from the beginning.· I would

18· ·point out that -- that I appreciate the opportunity

19· ·for us to have had -- had evidentiary hearings today.

20· ·But I would note that this was noticed just seven days

21· ·ago.· That our motion to reopen, which originally was

22· ·our request for process, was issued before there was

23· ·any procedural schedule, before there was any document

24· ·indicating who the hearing officer would be.· And

25· ·before the setting of this hearing.



·1· · · · · · Again, our office is not taking a position

·2· ·that the net present value was improperly calculated

·3· ·because we don't have -- although we've received a lot

·4· ·of information today, we have not had an opportunity

·5· ·to independently vent the numbers themselves and the

·6· ·underlying documents.· As you know, there is a pending

·7· ·request for a continuance and an opportunity to review

·8· ·the schedule that was used that would show the

·9· ·entirety of the -- of the calculations.· But what we

10· ·have is a -- is a very short record, notwithstanding

11· ·the testimony today and the representations of the

12· ·advocacy section.

13· · · · · · I would also just reiterate that it was good

14· ·to hear that everyone agrees that today we're here for

15· ·a very limited purpose of asking the Division to grant

16· ·the petition, which would only affirm that if the

17· ·settlement agreement was complied with, then the

18· ·company would have satisfied the hold harmless.

19· · · · · · That said, we appreciate the opportunity to

20· ·participate today and await anxiously for the decision

21· ·on the pending motion.

22· · · · · · HEARING OFFICER SIMPKINS:· Thank you.· And as

23· ·I had stated, you know, earlier, Mr. Vaz seemed to

24· ·have insinuated that there was some sort of -- and

25· ·again, not trying to be condescending about this, but



·1· ·as I do in all of my matters I ask, is there a pending

·2· ·time frame?

·3· · · · · · Now, when I'm taking a look at this file, I've

·4· ·noticed there are references to potential rate cases,

·5· ·but also, the schedule will show that you see, you

·6· ·know, what I would call flow back to ratepayers

·7· ·beginning in January 2026.· So obviously, this can't

·8· ·go into 2027 if you're looking to have it's

·9· ·implemented by 2026.· So is there a time frame in

10· ·which this would have to be either approved or denied

11· ·in order to get -- meet that requirement or decide

12· ·what other appetite you will take?

13· · · · · · MR. RAMOS:· So we need to have an answer as to

14· ·whether -- as to the narrow question that's presented

15· ·here soon because of the possibility that there will

16· ·be the potential for more process elsewhere before we

17· ·can implement what's under the agreement.· We're --

18· ·we're still in the process of determining what comes

19· ·next.· So we don't have a specific date.

20· · · · · · But in order to get through potential future

21· ·process, in order to address, you know -- you know,

22· ·anything that might flow from the order that -- that

23· ·you issue, you know, in order to be able to implement

24· ·this agreement beginning with credits in 2026, we have

25· ·to be at a final answer from whatever comes after this



·1· ·by, you know, early fall.· And so that means we need

·2· ·this sooner rather than later because there --

·3· ·there's -- there could be more after that.

·4· · · · · · MS. HETHERINGTON:· May I confer with Attorney

·5· ·Ramos for a second?

·6· · · · · · HEARING OFFICER SIMPKINS:· Sure.· Absolutely.

·7· · · · · · (Sotto voce discussion between Ms.

·8· ·Hetherington and Mr. Ramos.)

·9· · · · · · MR. RAMOS:· That's all.

10· · · · · · HEARING OFFICER SIMPKINS:· Okay.· Thank you.

11· ·All right.· With that, I want to thank everybody for

12· ·their time today.· And again, Attorney Vaz, I'm going

13· ·to take your motion for continuance and additional

14· ·documentation to that data request, you know, under

15· ·advisement.· I'm not a fan of just making an

16· ·off-the-cuff rash decision on the docket without

17· ·having -- if I have questions in my mind, kind to --

18· ·kind of sit with it before I leave you with the

19· ·answers.

20· · · · · · So again, thank everybody for their time.· And

21· ·with that, we are adjourned.

22· · · · · · (The hearing adjourned at 2:08 p.m.)
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