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STATE OF CONNECTICUT 

PUBLIC UTILITIES REGULATORY AUTHORITY 

DOCKET NO. 17-10-46 

APPLICATION OF 
THE CONNECTICUT LIGHT AND POWER COMPANY DBA EVERSOURCE ENERGY 

TO AMEND ITS RATE SCHEDULES 

I. INTRODUCTION 1 

Q. Please state your name and business address. 2 

A. My name is Craig A. Hallstrom.  I am the President of Regional Electric 3 

Operations for Massachusetts and Connecticut for Eversource Energy 4 

(“Eversource”).  My business addresses are 107 Selden Street, Berlin, 5 

Connecticut and 247 Station Avenue, Westwood, Massachusetts 02090. 6 

Q. What are your principal responsibilities in this position? 7 

A. As President of Regional Electric Operations, I am responsible for providing safe 8 

and reliable electric service to Eversource customers in both Connecticut and 9 

Massachusetts.  I have oversight for electric field operations and electric system 10 

operations for The Connecticut Light and Power Company d/b/a Eversource 11 

Energy (“CL&P” or the “Company”) and Eversource’s electric company affiliates in 12 

Massachusetts.  In this proceeding, I am testifying on behalf of CL&P. 13 

Q. Please summarize your professional and educational background. 14 

A. In 1981, I received an Associate degree in Electric Engineering Technology from 15 

Wentworth Institute of Technology.  In 1985, I graduated from Merrimack College 16 

with a Bachelor of Science degree.  In 1991, I received a Master of Business 17 



 

2 

 

Administration degree from Northeastern University.  I began my career at 1 

Massachusetts Electric Company in 1981 and joined NSTAR Electric (Boston 2 

Edison Company) in 1989.  Since that time, I have served in several managerial 3 

and supervisory roles with successive responsibility, including Senior Supervising 4 

Engineer; Manager, Splicing Division/Northeast Division/Trouble & Maintenance 5 

Department; Director Electric Operations; and Vice President of Electric 6 

Operations.  I was named President of NSTAR Electric and WMECO in 2013, and 7 

in June 2016, I was named to my current position.  8 

 9 

II. PURPOSE OF TESTIMONY 10 

Q. What is the purpose of your testimony? 11 

A. The purpose of my testimony is to provide an overview of the Company’s 12 

application to amend its Distribution rates for the three-year rate period described 13 

in the Company’s application in this case (the “Three-Year Rate Plan” or “Rate 14 

Plan”).  My testimony also explains why the Company is filing an application at 15 

this time, and describes the primary drivers behind the Company’s need for rate 16 

relief in this case.     17 

Q. Please summarize your testimony. 18 

A.  Since the Company’s last rate case in 2014 in Docket No. 14-05-06, it has 19 

continued to focus on providing customers with improved service and 20 

enhancing electric system reliability.  This rate case is a necessary step in order 21 

for the Company to continue to build upon these important goals, and it is 22 

required at this time by the terms of the Merger Settlement Agreement, as 23 
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amended, that was approved by the Public Utilities Regulatory Authority 1 

(“PURA” or the “Authority”) in Docket No. 12-01-07.   2 

 Since the last rate case, the Company has continued to make significant capital 3 

investments targeted to replace aging system infrastructure and to increase the 4 

safety, reliability and service quality provided to customers.  These investments 5 

in the electric system – coupled with increases in federal, state and local taxes 6 

resulting from those investments and depreciation – are the primary reasons for 7 

the Company’s operating deficiency in this rate case.  The Company’s 8 

investments directly benefit customers because the expenditures improve the 9 

system and assure that service reliability is improved and sustained over the 10 

long term.  In addition to service reliability, CL&P’s investments produce 11 

corollary benefits to the State’s economy in the form of tax revenue.   12 

Q.  How is your testimony organized? 13 

A. My testimony is organized as follows.  Section I is the Introduction.  Section II 14 

explains the purpose of my testimony.  Section III discusses the Company’s rate 15 

application, including why it is required to be filed at this time, and the principal 16 

reasons that the Company has an operating deficiency requiring rate relief.  17 

Section IV provides a summary and conclusion.   18 

Q. Is the Company’s application supported by other testimony? 19 

A. Yes.  My testimony is intended to provide an overview of the case.  Other 20 

witnesses and subject matter experts for the Company will provide detailed 21 
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testimony and supporting exhibits on the key elements of the Company’s 1 

application: 2 

1) Core Capital Plan & System Resiliency:  Kenneth B. Bowes, Vice 3 

President of Transmission Performance, discusses the Company’s 4 

distribution capital program and related system resiliency program. 5 

2) Revenue Requirements: Michael L. Shelnitz, Manager of Revenue 6 

Requirements for Connecticut, supports the calculation of the 7 

Company’s projected revenue deficiency. 8 

3) Return on Equity & Capital Structure:  Robert B. Hevert, a Partner with 9 

ScottMadden, Inc., provides expert testimony regarding the Company’s 10 

return on equity, capital structure and cost of debt. 11 

4) Depreciation:  Ned W. Allis, of Gannett Fleming Valuation and Rate 12 

Consultants, LLC, provides expert testimony on the Company’s 13 

increased depreciation expense. 14 

5) Compensation:  Sasha Lazor, Director of Compensation, supports the 15 

pro forma adjustments to test-year expenses for payroll and incentive 16 

compensation. 17 

6) Benefits:  Michael P. Synan, Director of Benefits Strategy, supports the 18 

Company’s costs for employee benefits (other than pension). 19 

7) Environmental Remediation:  Timothy J. Griffin, Director of Accounting, 20 

and Catherine Finneran, Director of Environmental Affairs, support the 21 

Company’s request to establish a rate recovery mechanism to 22 
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remediate several contaminated sites in order to comply with applicable 1 

law and further the State’s goal of remediating brownfields.  2 

8) Pension:  Jenifer B. Rizza, Manager of Trust Investments, provides the 3 

Company’s pro forma pension expense calculation, including the 4 

calculation methodology and the key assumptions impacting the 5 

projected pension expense. 6 

9) Rates:  Jennifer A. Ullram, Manager of Connecticut Rates, presents the 7 

Company’s general rate design strategies.  8 

10) Taxes:  Jay S. Buth, Vice President, Controller and Chief Accounting 9 

Officer, provides an update on relevant tax issues affecting this case.  10 

11) Sales Forecast:  Daniel J. Ludwig, Team Leader of Sales and Revenue 11 

Forecasting, presents the sales forecast that is the basis for the rate 12 

year billing determinants for the Company’s proposed rate design.  13 

12) Customer Experience: Penelope McLean Conner, Chief Customer 14 

Officer and Senior Vice President of the Customer Group, describes the 15 

Company’s proposal to provide more convenient bill payments options 16 

that are demanded by our customers.      17 

III. OVERVIEW OF CL&P’s RATE APPLICATION 18 

A. Overview 19 

Q. Why is the Company filing a rate application at this time? 20 

A. The Merger Settlement Agreement, as amended, requires the Company to file an 21 

application for new Distribution rates before July 1, 2018.  The Company’s 22 

application meets this commitment.   23 
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Q. What is the amount of the rate adjustment the Company seeks in this case?  1 

A. The Company is requesting an increase in revenues to address distribution 2 

operating deficiencies of approximately $255.8 million for calendar year 2018, 3 

which the Company seeks to recover in rates during the 1st Rate Year; an 4 

additional approximately $45 million for calendar year 2019, which the Company 5 

seeks to recover in rates during the 2nd Rate Year; and an additional 6 

approximately $36 million for calendar year 2020, which the Company seeks to 7 

recover in rates during the 3rd Rate Year.  The Company’s proposed Distribution 8 

rates also include the recovery of system resiliency costs that PURA previously 9 

authorized to be collected when new Distribution rates are implemented in this 10 

case.  11 

Q. How does the Company’s revenue deficiency in this case compare to its last 12 

rate case? 13 

A. In the Company’s last rate case in 2014 in Docket No. 14-05-06, which sought 14 

increased revenue for a one-year rate plan for the period December 1, 2014 15 

through November 30, 2015, it proposed rates designed to recover a total of 16 

$231.5 million in incremental revenue for the rate year in that case.1 17 

B. Primary Drivers Of The Operating Deficiency 18 

Q. What are the primary drivers of the operating deficiency in this case? 19 

A. This operating deficiency is primarily caused by the following four factors: 20 

                                                 
1 The total rate relief of $231.5 million was comprised of: (1) a distribution operating deficiency of $116.7 
million; (2) $89.5 million of pre-approved storm costs; and (3) $25.3 million of pre-approved system 
resiliency dockets.  See Docket No. 14-05-06, May 9, 2014 CL&P Letter of Intent. 
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(1) Continued Capital Investments In the Electric System.  First, the operating 1 

deficiency is caused by the cost of new investments made since the last rate 2 

case and continuing through the end of the Three-Year Rate Plan to improve 3 

the reliability and resiliency of the electric distribution system.  Since January 4 

1, 2016 through the end of the Three-Year Rate Plan on December 31, 5 

2020, the Company will have invested at least $2 billion to install and 6 

improve electric distribution facilities serving the 149 cities and towns within 7 

its service territory, with over $373 million of this investment already spent. 8 

(2) Increased Taxes.  Second, the operating deficiency is caused by increased 9 

federal, state and municipal taxes, including income tax, state gross 10 

earnings tax (GET), and municipal property tax. 11 

(3) Increased Depreciation Expense.  Third, the operating deficiency is caused 12 

by increased depreciation expense which results from several factors that 13 

will be described in greater detail later in my testimony and the testimony of 14 

Messrs. Allis and Shelnitz.  15 

(4)   Decline in Demand and Sales of Electricity.   Finally, the operating deficiency 16 

for 2018 is caused by a projected decline in demand for electricity and 17 

electric sales for 2018. 18 

The following data from the testimony and exhibits of Mr.  Shelnitz illustrates that 19 

the four above-described factors are the primary drivers of – or constitute 20 
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approximately $209 million or 82% of – the $255.8 million operating deficiency for 1 

2018, which the Company seeks to recover in rates during the 1st Rate Year. 2 

TABLE CAH-1 3 
Drivers of Increase for the 1st Year of the 3-Year Rate Plan 4 

($ Millions) 5 
Row # Expense Need 2018 
1. Depreciation $79 
2. Taxes $81 
3. Decline in Demand & Sales $25 
4. Rate Base Growth $24 
5. Sub-total (rows 1-4 above) $209 

6.   
7. Total Revenue Deficiency in Rate Case $255.8 

 6 

The following data from the testimony and exhibits of Mr. Shelnitz illustrates that 7 

the primary drivers of the operating deficiencies for 2019 and 2020 are increased 8 

taxes, depreciation expense and rate base growth.  These factors constitute 9 

approximately 71% or $32 million of the $45 million operating deficiency in 2019, 10 

which the Company seeks to recover in rates during the 2nd Rate Year; and 11 

approximately 80% or $29 million of the $36 million operating deficiency in 2020, 12 

which the Company seeks to recover in rates during the 3rd Rate Year. 13 

TABLE CAH-2 14 
Drivers of Increase for 2nd & 3rd years of the 3-Year Rate Plan 15 

($ Millions) 16 
Row # Expense Need 2019 2020 

1. Depreciation $10 $10 
2. Taxes $16 $12 
3. Rate Base Growth $6 $7 
4.  Sub-total (rows 1-3 above) $32 $29 

5.    
6. Total Revenue Deficiency in Rate Case $45 $36 

   17 
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Q. Please describe in greater detail the first key driver behind the Company’s 1 

operating deficiency, which is the Company’s increased capital investments 2 

that were made since the last rate case. 3 

A. In order for the Company to maintain the level of capital investment necessary to 4 

meet the long-term needs of the system, it must have the opportunity to recover 5 

the costs of that investment through rates.  The Company’s capital investments 6 

are directed to increase the system’s reliability and resiliency, both in relation to 7 

routine operations and during major storm events.  As indicated previously, since 8 

January 1, 2016 through the end of the Three-Year Rate Plan in this rate case, 9 

the Company will have invested at least $2 billion to install and improve the 10 

distribution system, with over $373 million of this investment already spent.2  The 11 

Company’s investment to enhance the electric system improves public safety, 12 

increases service reliability and raises the service quality experienced by 13 

customers.   14 

Q. Has the Company’s system investment been made in conjunction with other 15 

changes? 16 

A. Yes.  In the Company’s last rate case in 2014, it explained it was in the process of 17 

instituting fundamental changes across the organization for the purpose of 18 

improving system reliability, system resiliency and operational efficiency.  Since 19 

the last rate case, the Company has continued those efforts.  Adjustments since 20 

the last rate case include further consolidation of facilities, re-alignment of division 21 

                                                 
2 The pre-filed testimony of Messrs. Bowes and Shelnitz provide additional information on these actual capital 

expenditures for 2016 and projected capital expenditures for 2017 through 2020. 
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boundaries, implementation of three-shift coverage State-wide, improved labor 1 

relations including a consolidated labor agreement, a new response specialist 2 

organization, and leveraging existing contractors to improve reliability and 3 

efficiency.  The purpose and scope of these changes are described in greater 4 

detail in the pre-filed testimony of Mr. Kenneth Bowes.   5 

Q. Have these changes, improvements and system investments since the last 6 

rate case yielded benefits for customers? 7 

A. Yes.  They have yielded the following benefits: 8 

(1) Superior Reliability in 2016.  As measured by CAIDI,3 2016 was one of 9 

Connecticut's best years on record for responding to customer outages.  The 10 

average restoration time was 103.6 minutes, which is six minutes better than 11 

the previous year.4  This improvement is primarily attributed to the new 12 

three-shift, seven days per week coverage instituted by the Company.  Also, 13 

overall electric reliability for 2016 – as measured by both restoration time 14 

combined with the number of outages, or the average outage time 15 

                                                 
3 CAIDI, the Customer Average Interruption Duration Index, is the average service restoration time or the 
average interruption duration for those customers interrupted during a year.  It is determined by dividing 
the sum of all customer interruption durations by the total number of customers interrupted in a year.  
CAIDI = sum of customer interruption durations/total number of customer interruptions. 
4 Docket No. 86-12-03, CL&P Transmission And Distribution Reliability Performance Report (TDRP), filed 
March 31, 2017 as Compliance with Order No. 12, TDRP at Page 3.   
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experienced by our customers (SAIDI)5 – was among the lowest ever at 84.1 1 

minutes.6   2 

(2) Successful Completion of All Scheduled Inspections, Tests and Major 3 

Maintenance Work in 2016.  The Company successfully completed 100% of 4 

its scheduled distribution system inspections, tests and major maintenance 5 

work for 2016.  The successful completion of these inspections, tests and 6 

major maintenance items has also helped to improve system reliability and 7 

public safety. 8 

(3) Successful Track Record of Faithfully Implementing Its Distribution Capital 9 

Plan.  The Company continues to have a strong track record of faithfully 10 

executing the programs identified in its distribution capital expenditure plans 11 

and spending the amounts allowed in rates.  This historically accurate capital 12 

spending forecast and achievement of demonstrable results gives high 13 

confidence to the Company’s planned capital infrastructure programs 14 

presented in this case. 15 

(4) Continued Improvements in Safety.  It is essential for the Company to deliver 16 

its services in the safest manner possible.  The Company’s continued 17 

commitment to safety is reflected in key safety metrics for 2016.  For 18 

example, in 2016, overall injuries were down 33% compared to 2015; injuries 19 

                                                 
5 SAIDI, the System Average Interruption Duration Index, is the average interruption duration in minutes 
per customer served.  It is determined by dividing the sum of all customer interruption durations during a 
year by the number of customers served.  SAIDI = sum of customer interruption durations/total number of 
customers. 
6 Docket No. 86-12-03, CL&P Transmission And Distribution Reliability Performance Report (TDRP), filed 
March 31, 2017 as Compliance with Order No. 12, TDRP at Page 3.   
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measured by Days Away, Restricted Duty and Transfer were 7.5% less than 1 

2015 results; and Preventable Motor Vehicle Accidents were down 45% 2 

compared to 2015.  3 

Q. Please explain the Company’s strategy of capital investment. 4 

A. As demonstrated by its strong track record, the Company is fully committed to the 5 

continued system improvement made possible through strategic capital 6 

investments because the resulting benefits to customers are direct and tangible.  7 

The Company’s planned capital investment for this rate case will continue to 8 

increase the reliability and resiliency of the system.  As in other infrastructure-9 

intensive businesses, strategic capital investment is one of the most important 10 

strategies the Company is able to employ to serve customers safely and reliably 11 

over the long term.  12 

Q. Please describe in greater detail the second key driver behind the 13 

Company’s operating deficiency, which is increased taxes.  14 

A. The Company’s capital investment strategy provides benefits beyond improved 15 

system performance.  In addition to providing safe and reliable service to 16 

customers, the Company’s investment in distribution infrastructure is also 17 

important to the economy of Connecticut and the 149 municipalities served by the 18 

Company.  For example, the Company’s infrastructure upgrade, reinforcement 19 

and development efforts have a direct impact of producing vital tax revenue.  New 20 

federal, state and municipal taxes account for approximately $81 million, or 21 

approximately 32 percent, of the $255.8 operating deficiency for 2018.  These 22 
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increased taxes include income taxes, state gross earnings tax (GET), and 1 

municipal property tax.  Increased taxes are corollary benefits of a robust, 2 

consistent investment program that are important to the State of Connecticut.  3 

The testimony and exhibits sponsored by Mr. Shelnitz provides additional 4 

information about these amounts. 5 

Q. Please describe in greater detail the third key driver behind the Company’s 6 

operating deficiency, which is increased depreciation expense. 7 

A. The third key driver behind the Company’s operating deficiency is increased 8 

depreciation expense.  The testimonies of Messrs. Allis and Shelnitz collectively 9 

explain that this increased depreciation expense is primarily caused by: (1) the 10 

expiration of an existing depreciation rate credit from the Company’s 2010 rate 11 

case in Docket No. 09-12-05, (2) additional negative net salvage estimates 12 

recommended by the most recent depreciation study, and (3) the annual recovery 13 

through depreciation expense of a portion of the dollars invested by the 14 

Company.  15 

Q. Is there a fourth driver behind the Company’s operating deficiency in 2018? 16 

A. Yes.  There is a projected decline in demand for electricity and electric sales for 17 

2018, which is described in greater detail in the pre-filed testimony and exhibits 18 

sponsored by Messrs.  Ludwig and Shelnitz. 19 
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C. Workforce Hiring Plan 1 

Q. Does any portion of the O&M increase requested by the Company reflect the 2 

cost of additional employees the Company seeks to hire after the expiration 3 

of the test year? 4 

A. Yes.  During the period 2017 through 2020, the Company seeks to hire additional 5 

employees to, among other things,: (1) complete the staffing of its new Response 6 

Specialist Organization (“RSO”), which was formerly known as its trouble shooter 7 

organization (“TSO”), with in-house employee resources; (2) fill vacancies 8 

resulting from in-house employees transferring from existing craft and technical 9 

positions into the new RSO organization; and (3) fill existing and expected future 10 

craft and technical vacancies resulting from normal attrition.    11 

Q. Please describe the Company’s need to hire personnel under its new RSO? 12 

A. The pre-filed testimony of Mr. Bowes explains that on June 6, 2016, the Company 13 

and its union agreed in their new collective bargaining agreement to establish the 14 

new in-house RSO, which has replaced the TSO and will increasingly be staffed 15 

by in-house union employees, as the Company gradually phases-out its existing 16 

use of contractors in the RSO.  Like the former TSO, the RSO responds to 17 

emergencies and customer outages primarily during the second, third and 18 

weekend shifts.  The June 2016 collective bargaining agreement requires the 19 

RSO to be staffed by (i) a range of 81 to 100 line worker response specialist 20 

employees and (ii) an additional 24 electrician response specialist employees.    21 

Although the collective bargaining agreement allows for a range of 81 to 100 line 22 

worker response specialists, the Company seeks to fill 100 line worker positions 23 
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in order to, among other things, ensure there is sufficient statewide coverage for 1 

all RSO shifts.   2 

Q. Has the Company’s contractual agreement to staff the new RSO with in-3 

house employees impacted staffing in other segments of CL&P’s labor 4 

force? 5 

A. Yes.  Existing, qualified employees from other segments of CL&P’s operations 6 

labor force have applied for, and have accepted positions in, the new RSO in 7 

2016 and 2017.  As a result of these developments, the transfer of existing 8 

employees from other segments of our labor force into the RSO creates unfilled 9 

vacancies in these other segments of our field labor force.  These vacancies need 10 

to be filled to enable us to continue to provide safe and reliable electric service to 11 

customers.   12 

Q. How have the staffing levels of CL&P’s operations and engineering 13 

positions been impacted by normal attrition since the last rate case in 2014? 14 

A. As PURA is aware, a substantial number of highly skilled craftworkers at the 15 

Company and in the utility industry in general have reached retirement eligibility.  16 

As a result, the Company loses many skilled craftworkers annually due to 17 

retirement and other voluntary separations from the Company.  This loss is of 18 

particular concern in the highly technical craft worker positions because of the 19 

difficulty of hiring skilled, journey-level workers directly into vacant positions and 20 

because it currently takes up to five years for new recruits to acquire the journey-21 

level skill sets necessary to replace retiring line workers.  For these reasons, the 22 
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Company seeks to fill these existing and expected future openings that have 1 

resulted from normal attrition.   2 

Q. Can you please summarize the incremental full time equivalents (“FTEs”) 3 

the Company seeks funding for in this rate case in order to address the 4 

above-described factors? 5 

A. The Work Papers to the Standard Filing Requirements (SFR), which are 6 

supported by Mr.  Shelnitz, identify the incremental FTEs the Company needs to 7 

meet the commitments and goals described above.     8 

D. System Resiliency Costs  9 

Q. Does the Company also seek permission in this case to continue certain 10 

system resiliency programs? 11 

A. Yes.  The Company has achieved improvements in service reliability through the 12 

implementation of, among other things, its system resiliency programs.  However, 13 

these initiatives, which are recognized within the industry as improving system 14 

resiliency to the long-term benefit of customers, are not achievable within a single 15 

year or two, but rather require focused, programmatic work and investment over a 16 

number of years to achieve the intended benefits.  Based on the experience the 17 

Company has gained under its system resiliency program, this rate case identifies 18 

certain key system resiliency initiatives that should be continued in order to 19 

provide the greatest long-term impact on system resiliency, and an important 20 

secondary impact on system reliability.  These initiatives are necessary to 21 

continue to improve the system and provide customers with the level of service 22 
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that they expect from the Company.  The pre-filed testimony of Mr. Bowes 1 

describes these initiatives in greater detail. 2 

E. Grid Modernization 3 

Q. Does the Company also seek permission in this rate case to recover the 4 

cost of its proposal to modernize the electric distribution system? 5 

A. No.  The Company does not request permission to recover grid modernization 6 

costs in base Distribution rates through this rate case.  Instead, the Company 7 

intends to submit a separate, future filing to PURA to establish a new docket to 8 

examine the Company’s grid modernization proposal.  Once that separate, new 9 

docket is established, the Company proposes to provide annual updates so that 10 

PURA can reevaluate grid modernization programs, priorities and costs.  This 11 

proposal is described in greater detail in the pre-filed testimony of Messrs. Bowes 12 

and Shelnitz. 13 

  IV. SUMMARY AND CONCLUSION 14 

Q. Please summarize your testimony. 15 

A. The Company’s rate application is being filed in compliance with the amended 16 

Merger Settlement Agreement, and is needed to address distribution operating 17 

deficiencies that are caused primarily by the Company’s capital investment and 18 

the costs directly associated with that capital investment, including increased 19 

taxes and depreciation expense.  The Company has achieved very strong 20 

reliability performance since its last rate case, and the funding requested in this 21 

rate case is necessary to continue the system investments that are critical to 22 

sustaining that reliability.       23 
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Q. Does this conclude your testimony? 1 

A. Yes, it does. 2 


