STATE OF NEW HAMPSHIRE
PUBLIC UTILITIES COMMISSION

DE 09-009
UNITIL ENERGY SYSTEMS, INC.

Petition for Approval of Default Service Solicitation
And Proposed Default Service Tariffs For Large Commercial and Industrial Customers

Order Approving Petition
ORDER NO. 24,980

June 19, 2009

Appearances: Gary M Epler Esq on ‘behalf of Umtll Energy Systems Inc.; and
Suzanne G. Amidon, Esq on behalf of the Staff of the Pubhc Utlhtles Comm1ss1on

I. BACKGROUND

On June 11 2009 Umtll Energy Systems Inc (UES or Company) ﬁled a petition
requesting approval of 1ts sohc1tat10n and p1 ocurement of default SGI'VICG for its large commercial
and industrial (Gl) customers for the three-month perlod August 1 2009 thl ough October 31,
2009, and of the resultmg default serv1ce rates. In supp01t of its petmon UES filed the
testimony of Robert S. Furmo and L1nda S McNamara a redacted bld evaluatlon report
(Schedule RSF-1), a copy of the request for proposals (RFP) 'for default service (Schedule RSF-
2) and proposed tariffs. With its peti‘tien,;UES e’alyscj‘)ligli‘chided ’itS‘ quarterly customer migration
report and a motion for confidential treatment of certain information in the filing.

UES filed the petition pursuant to the terms of the settlement agreement approved by the
Commission in Unitil Energy Systems, Inc., Order No. 24,511, 90 NH PUC 378 (2005).
Pursuant to the terms of that agreement, UES solicits default service supply for its G1 customers
on a quarterly basis in three-month blocks, and establishes fixed monthly prices that vary from

month to month.
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UES issued the RFP on May 6, 2009. A red-lined version of the RFP and the proposed
power supply agreement (PSA) were filed with the Commission on May 7, 2009. Suppliers
submitted indicative bids to UES on June 2, 2009. On June 9, 2009, UES selected Dominion
Energy Marketing, Inc. (DEMI) as supplier for G1 default service power supply for the three-
month period from August 1 through October 31, 2009. UES states that it followed the
solicitation and bid evaluation process set forth in the settlement agreement and that its analysis
of the bids and choice of suppliers is reaSOnable. U

On June 15, 2009, the Commrssron 1ssue’d a secretarral letter scheduling a hearing for
June 17, 2009, whrch Was held as scheduled At hearing, the Company agreed to file a revised
calculation of the unbundled power supply and RPS char ges for Gl customers That filing was
received June 18, 2009 tooether wrth revrsed power supply and RPS charges ~
II. POSITIONS OF THE PARTIES e |

A. Unitil Energy Systems, Inc

UES stated that consrstent W1th the 2005 settlement agreement 1t conducted an open
solicitation process, actrvely sodght mterest among potentral supphers and provided access to
sufficient information to enable them to assess the nsks and obhgatlons associated with
providing the services sought. UES reported' that it achreved market notification of the RFP by
electronically announcing its availability to all participants in the New England Power Pool
(NEPOOL) and to the members of the NEPOOL Markets Committee. UES affirmed that it also
announced the issuance of the RFP to a list of contacts from energy companies that had
previously expressed interest in receiving notices of solicitations. In addition, UES issued a

media advisory to the power markets trade press announcing the RFP.
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UES stated that it provided potential bidders with appropriate and accessible information
in order to gain the greatest level of market interest. According to its filing, UES provided
bidders with historic hourly load, historic monthly retail sales and customer counts, large
customer concentration data and the evaluation loads, which are the estimated monthly volumes
that UES would use to weight bids in terms of price. UES testified that it used its web site to
make this information available to potential s‘up’pliers.k

According to UES, it did not dlscummatem fa"\’iotof er against any individual potential
supplier that expressed interest in the ~‘skc'):1iﬁcitatien. UES ‘sai‘d that it negotiated with all potential
suppliers that submitted p“rOpo's’alys /iﬁk ordet to obtain the moSt i‘fa’VQ‘rahle tennseach potential
supplier was wilhng“ te :‘offfery.,’ , '3 k

UES afﬁnne:dr that it evy,aluated thezl;ndicatine bids usinlc both VQuantitatiVe and qualitative
criteria, mcludlng‘ pnce eredltworthlness w1lhngness to extend adequate 01ed1t to UES, ability
to meet the terms of the RFP 1n a rehable manner, and ‘w1lhn‘gness to enter 1nto contractual terms
acceptable to UES To evaluate the costs in the bldS UES sald 1t compaled the pricing strips
proposed by each of the bldders by calculatmg we10hted average pnces for each supply
requirement using evaluation loads that were 1ssued along thh the RFP.

Consistent with Order No. 24,921 (December 12 2008) in Docket No. DE 08-015, UES’
2008 Default Service Procurement docket, UES solicited only all-inclusive energy and capacity
bids. Consequently, the winning bid includes both energy and capacity supply costs.

The Company testified that it believes DEMI offers the best overall value in terms of
both price and non-price considerations for the supply requirement. Once DEMI was chosen, it

was promptly notified and all other bidders were notified that they were not selected. The final



DE 09-009

4
PSA, which had been negotiated prior to the final bidding, was verified and signed shortly
thereafter.

UES testified that the Company plans to comply with the electric Renewable Portfolio
Standard (RPS) requirements of RSA 362-F outside the default service procurement process by
separately purchasing qualifying renewable energy certificates (RECs) as available or by making
alternative compliance payments as required.’ UES‘state,d that it expects to comply with its 2008
RPS requirements based on the RECS i‘tk héé purcl1ased'd1iri11g the past year. Beginning with
compliance for 2009, UES said it ’éﬁpé’k‘cts“to ‘procure: fhe‘biﬂk of ifs REC requirements by means
of two RFPs which will B‘e coﬁductéd éépal;ately from its prOCLlremellt of default service supply.
According to UES, thé Compaﬁy is working with Staff and antircipates?input from the OCA to
establish a settlemeﬁt agx'éement for the RECﬁp‘ro’curemént pi‘ocess. For purposes of this filing,
UES calculated ak:‘uii‘jifofnjzRPSVV“c’hakr‘g’ek:of $OOOl98 ‘pér:kilow‘att héur (kWh) for recovering its
RPS compliance cosfs; thé Company fé\}ised fhi:s‘chai'gé té $O’.0019‘3 per kWh on June 18, 2009.

UES testiﬁed:t"hatt‘he reV1sedG1 retail rates, adjusted fork reconciliation, working capital
requirements, provision fo‘r uri'col‘llyiec‘ted :aécount:s and intemal compaﬁy administrative costs, and

the RPS adder, for each month'in the:p':e'riod will be as follows:

Month August 2009 = k’S"éptember 2009 October 2009
$ per kKWh $0.06987 $0.06821 $0.07227
RPS adder $ per kWh $0.00193 $0.00193 $0.00193
Total default service $0.07180 $0.07014 $0.07420
$ per kWh

The proposed rates produce a simple three-month average rate of $0.07205 per kWh. The
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proposed rates represent a decrease of $0.00189 per kWh from the current average rate of
$0.07394 per kWh for the G1 customers that remain on default service. The Company said that,
on an overall bill basis, a typical G1 customer who does not choose a competitive supplier will
experience a rate decrease of approximately 1.6 percent.

In order to separately track RPS costs and revenues, as required by Order No. 24,949
(March 20, 2009), UES proposed to unbundle the Gl default service charges into separate power
supply and RPS charges. In addition, m order to begm the RPS charge reconciliation at the same
time for both the G1 and NonfGlf' ‘cliaSSes, UES proposed to unbundle the currently approved
Non-G1 default service eharge 'iutosepyarate power supply and RPS charges. UES proposed to
begin separately traekmg the unhundled rate COmponerrts of default service on August 1, the date
the unbundled charges become effectwe 2l

In its petltron UES stated that it recelved Stafr’ S testlmony on June 3, 2009 that
addressed the Company s prevrously ﬁled 2008 lead/ Iag study UES requested that the
Commission postpone its review of that testrmony and the assomated lead/lag study to allow
UES, Staff and the OCA an opportumty to attempt to resolve through settlement any differences
on this issue. Accordingly, UES requested approval of the proposed tariffs as filed, subject to
further investigation and review of the lead/lag study and subject to reconciliation, if necessary.

In summary, UES requested the Commission to find that the utility: (1) has followed the
solicitation process approved in Order No. 24,511, (2) conducted a reasonable analysis of the
bids submitted, and (3) supplied a reasonable rationale for its choice of supplier. UES also asked
the Commission to determine that, based on these findings, the power supply costs resulting from

the solicitation are reasonable, subject to the ongoing obligation of UES to act prudently,
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according to law and in conformity with Commission orders. Finally, UES requested the
Commission grant its motion for confidential treatment.

B. Commission Staff

Staff filed testimony on the results of its investigation of the 2008 lead/lag study filed by
UES in Docket DE 09-009. That study, which was based on 2008 default service costs and
revenues, was included in the Company’s March 2009 default service filing and served to
provide support for the proposed supply—related cash workmg capltal allowance. In Order No.
24,949, the Commission approved the allowance on arn mternn bas1s pendmg the outcome of
Staff’s investigation.

As aresult o‘f its ~investigation, Staff 'recommended four changes that would affect future
lead/lag studies. Theﬁrst:relates to the inclnsion in UES’ billing lag of th‘e time to print and mail
bills. Since this tnne is already captured 1’n the Company's collectrons lag, Staff contended that
this practice results m over statlng the revenue lag Staff recommended that UES remove printing
and mailing from its blllmg lag ‘calculat1on in future lead/lag stud1es

The second change relates to the exclusmn of the payment due date in UES’ calculation
of expense leads for default sewwe and RECS. »Staff asserted‘that UES incorrectly assumed that
REC payments associated with its 2008 RPS obllgatiOns are due June 30, 2009 instead of July 1,
2009.

The third change relates to UES’ use of bi-monthly billing arrangements with some of its
default service suppliers. Because such provisions increase costs to customers, Staff

recommended that UES offer only monthly billing to future default service suppliers.
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The fourth change relates to the terms in the power supply agreement between the
Company and the default service supplier that control when power supply bills are paid.
Beginning with the next default service RFP, Staff recommended that the payment terms be
standardized based on the following language':

The buyer shall pay seller the amount of the invoice, less any amounts in dispute, on or

before the later of the last business day of each month, or the tenth day after receipt of the

invoice, or, if such day is not a business/day, then on the next following business day.

During the hearing, Staff questiohedthe CompanY’s eatcttlation of unbundled RPS costs
for both G1 and Non- Gl customers.: Spe01ﬁca11y, Staff stated that the working capital
component of the RPS charge should be calculated usmg a net lag that relates to RPS costs only
rather than a net lag that relates to both power supply and RPS costs, Followmg discussions
among the parties? the Cdmpany agreed to‘kfﬁle arevisedcalculation of the tmbundled power
supply and RPS charoes for Gl eustorhers The parttes also aoreed that the caleulatlon of the
Non-G1 RPS charge Would be sn’mlarly revised | in UES’ “next default service filing.

Apart from the 1ssues related to the 2008 lead/lag study, Staff stated that, based on its
review of the petition, the Company had comphed w1th the terms of the 2005 settlement
agreement in its solicitation and b1d evaluatlon process and Staff recommended that the
Commission approve the petition subject te theab’ove described revisions to the unbundled G1
power supply and RPS charges.

III. COMMISSION ANALYSIS

A. Confidentiality

First, we address UES’ motion for confidential treatment. UES requests confidential

 Staff made a similar recommendation with respect to Granite State Electric Company d/b/a National Grid in
Docket No. DE 09-010.
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treatment of most of the information contained in Tab A to Schedule RSF-1, attached to Exhibit
RSF-1 of the petition. Included in Tab A is a brief narrative discussion of the bids received; a
list of the suppliers who responded to the RFP; a pricing summary consisting of a comparison of
all price bids, which is followed by each bidder’s final pricing; a summary of each bidder’s
financial security requirements of UES; a description of the financial security offered by each
bidder; UES’ ranking of each bidder’s ﬁnancial security; the contact list used by UES during the
RFP process; and the final PSA wrth DEMI redhned for purposes of comparison to the original
PSA asissued. UES states that the bldders provrded 1nfom1at1on to UES with the express
understanding that the fmformatlon would be maintained as conﬁdentlal. In addition to
requesting conﬁdentiel ftreatrrlerrt for the material contétined n TabA UES‘als‘o requests
confidential treatment of the “Total Gl Class DS Suppller Charges 7 “Workmo Capital
Requirements,” “Supply Related Workmg Capltal” and “Provrsron for Uncollected Accounts”
found in columns (a) (d) (f) and (g) of Page 2 of Schedule LSM 2

UES proposes to redact th1s 1nformat10n from the pubhcly avarlable material for a limited
period because reveahng ‘1t woultl allow ‘akperson to compute mformatmn — the wholesale rate —
which is properly treated as cohﬁdentrel UES zteeelts that the mformatron for which it seeks
protective treatment 1s “conﬁdential,‘ cemrrrer'cial, or ﬁhanciatl information” which is exempt
from public disclosure under the Right-to-Know Law, RSA 91-A:5, IV, and that disclosure of
this information would impair the bargaining positions of both UES and the responding bidders
with respect to future participation in the energy market.

We note that UES has filed similar motions with its default service filings in the past and

that we have granted motions for confidential treatment in such cases. See e.g., Order No.
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24,716, 91 NH PUC 617 (December 15, 2006), and Order No. 24,766, 92 NH PUC 227 (June 22,
2007). We have conducted an in camera review of Tab A and the other materials for which UES
seeks confidential treatment. We agree that the information concerning the “Total G1 Class DS
Supplier Charges,” “Working Capital Requirements,” “Supply Related Working Capital” and
“Provision for Uncollected Accounts” found in columns (a), (d), (f) and (g) of Page 2 of
Schedule LSM-2, taken in combination? would reveal the wholesale cost of power from the
winning bidders and, therefore; COnstifufe Céﬁﬁdeﬁtial, ééhﬂmereial, or financial information
contemplated by RSA 91-A:5, IV. . o | k

We find that the interest n prublic”disclosure of sﬁch ﬁnéﬁcial, commercially sensitive
information is outwéi ghedby the benefit dérived frommaintaining"‘theponﬁdentiality of such
information, given that cdnﬁdentiality helpk‘s produce lower rates. See Union Leader Corp. v.
New Hampshire Hoﬂsizz‘ngiﬁ%Auzh.?,:\f154’2 NH 540 (1997) (réquiring application of balancing
test to RSA 91—A:5, VIV determmatlons, ’wei‘gﬁing‘ the pubhc interest in disclosure against privacy
interest). We therefé‘r:é‘cgran“t :the’;nﬁo‘tiiéqn f_or‘ confidential treatmenf.‘ ‘ |

Pursuant to reqtiirémellts of the Fedéral Energy Regtliatory ;‘C‘ommission (FERC), each
wholesale supplier is obligakt’ed‘tok r‘eplc‘n’t to FERCthe éﬁce and volume of its wholesale
contractual sales during each quarter and ‘tb“identify the party to whom the sale has been made,
within 30 days of the end of that quarter. See Revised Public Utility Filing Requirements, 99
FERC 961,107 (April 25, 2002) and 18 CFR Parts 2, 35. FERC makes this information
available to the public through electronic quarterly reports. Therefore, insofar as protection is
requested for wholesale contractual sales, we grant such information protective treatment until

such time as the information is published by the FERC.
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Consistent with N.H. Code Admin. Rules Puc 203.08(k), the confidential treatment
provisions of this Order are subject to the on-going authority of the Commission, on its own
motion or on the motion of Staff, any party or other member of the public, to reconsider this
protective order.

B. Default Service

Regarding UES’ analysis of the bids and its :selection of the winning bidder, we find that
UES substantially complied with the pro‘c’edufejs‘ appro?ed in Order No. 24,511 for the G1 default
service solicitation. We are sat‘is‘ﬁe‘d 1f11at UES met the procedural requirements set forth in prior
orders and the result of the biddiﬁg ‘p‘rbcéss 18 consistent Wit‘hk’thek reqllifemellt of RSA 374-F:3,
V(c) that default ser‘v‘i’ce’ “‘t‘)/e‘prck)cﬁred through the competitive fnarket.” We“also find that UES’
evaluation of the blds and:‘séiect‘ion'of DEMI Wéfe reasonablé. Thé féstimbny of UES, together
with its bid evaluéﬁion ireport,‘ mchcates tﬁét the bid prices reﬂect current inarket conditions
driven primarily by i‘na‘tur’ay‘lzlvgaks’jp“rk‘iyc‘:es"‘.‘ ‘ e |

Because UEVS;has‘ﬁﬁB‘Uﬁdklyéd?thekGl'défault sefvice chafges intﬁo kseparate power supply
costs and RPS costs, we éf)pyro'vé the rev1s10ns to thé filing Whel‘e the Wdrkillg capital component
of the RPS charge was calculafed usikng"the r‘1"etfil,a’g‘ :th,e‘x’t relates to RPS costs only, rather than a
net lag that relates to both power supply aﬁd RPS cbst’si.

Finally, we will grant UES’ request to defer consideration of Staff’s testimony regarding
the 2008 lead/lag study until UES has had an opportunity to discuss settlement with Staff and the
OCA. We will expect UES to report a resolution of this issue by July 17, 2009.

Based upon the foregoing, it is hereby

ORDERED, that the power supply agreement entered into by Unitil Energy Systems,
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Inc. with Dominion Energy Marketing, Inc., and the resulting proposed rates, are APPROVED;
and it is

FURTHER ORDERED, that the power supply costs resulting from the solicitation are
reasonable and, subject to the ongoing obligation of UES to act prudently, according to law and
in conformity with Commission orders, the amounts payable to the sellers for power supply costs
under the three-month purchase and sale agreement referenced herein for inclusion in retail rates
beginning August 1, 2009 are APPROVED; and it is

FURTHER ORDERED, that the pending motion for confidential treatment of
documents is GRANTED; and it is

FURTHER ORDERED, that the petitioner shall file conforming tariffs within 30 days
of the date of this Order, consistent with N.H. Admin. Rule Puc 1603.02.

By order of the Public Utilities Commission of New Hampshire this nineteenth day of

June, 2009.
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