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9:03 a. m
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PRESENT: Chai rwoman Di anne H. Martin, Presiding
Comm ssi oner Daniel C. ol dner
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PROCEEDI NGS

CHAl RAMOVAN MARTIN:  We're here this
nmorning in DG 21-104 for a hearing regarding
the Northern Utilities, Incorporated Request
for Tenporary Rates. A settlenent has been
filed. Let's take appearances, starting wth
M. Tayl or.

MR. TAYLOR  Good norni ng,
Commi ssi oners. My nane is Patrick Tayl or,
representing Northern Utilities, |nc.

CHAI RAMOVAN MARTI N: Thank you.

And M. Dexter.

MR. DEXTER  Good nor ni ng,
Conmm ssioners. Paul Dexter. |'m appearing
on behal f of the Departnent of Energy.

CHAl RAMOVAN MARTIN: Al right.
Good norning. For prelimnary matters, |
have Exhibits 1 and 2 prefiled and prenarked
for identification. Anything else we need to
cover?

MR TAYLOR: Not for the Conpany,
no. Thank you.

MR EPLER: Wwll, Gary Epler,

appearing on behalf of Northern Uilities,

{DG 21-104} [ Hearing] {09-24- 21}
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[WITNESS: DANIEL NAWAZELSKI]

A. Good nor ni ng.

Inc. Thank you.
CHAl RWOVAN MARTI N Thank you, M.
Epl er.
Ckay.

M. Dexter, anything for

prelimnary matters?

MR. DEXTER. No, | have no
prelimnary matters.
CHAI RAMOVAN MARTI N: Ckay. Al

right. Then let's nove on to the w tness.
And Ms. Robidas, if you could swear himin.
(WHEREUPON, DANI EL NAWAZELSKI was duly

sworn and cauti oned by the Court
Reporter.)

DANI EL NAWAZELSKI , SWORN

CHAl RMOVAN MARTIN: Al right. M.

Tayl or, your w tness.

DI RECT EXAM NATI ON
BY MR TAYLOR

Q Good norning, M. Nawazel ski. Can you pl ease

state your nane, and the position

enpl oyer
t hat you hold at the Conpany?

My nane is Dani el Nawazel ski .

' mthe manager of Revenue Requirenments at

Unitil Service Corp., representing Northern

{DG 21-104} [ Hearing] {09-24- 21}
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[WITNESS: DANIEL NAWAZELSKI]

Utilities today.

And have you testified before the Conm ssion
i n prior proceedi ngs?

Yes, | have.

The Chai rwoman referenced two exhi bits that
were filed in this case, Exhibit 1 and
Exhibit 2. 1'mgoing to ask you to first
reference Exhibit 2, which are excerpts of
testi nony submitted by you and Chri stopher
Goul ding, as well as attachnents -- or
Schedul es CGDN-3 and CGDN-4. Was this
exhibit -- or was the excerpted testi nony, as
wel |l as the schedul es included wth that
testi nony, prepared by you?

Yes, they were.

And do you have any corrections to your
testinony or to the schedules that you'd |ike
to make at this tine?

No, | do not.

Now | ' m going to ask you to refer to

Exhibit 1. And this is the stipulation and
settlenent, as well as the five attachnents
that were included with the stipul ati on and

settl enent.

{DG 21-104} [ Hearing] {09-24- 21}
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[WITNESS: DANIEL NAWAZELSKI]

As manager of Revenue Requirenents for
t he Conpany, did you participate in the
negotiation of this stipulation and
settl enent ?
Yes, | did.
And what |I'm going to ask you to do now for
the Conm ssion's benefit is to provide a
bri ef overview of the settlenent.
Sure. So if you have the Settl enent
Agreement up in front of you, Section A
descri bes the procedural history of how the
parties arrived at the settlenent. The
Conpany responded within a few days to a set
of data requests issued by the Departnent of
Energy on Septenber 10th. As noted, there
was a techni cal session on Septenber 16t h,
2021, after a prehearing conference. The
parties di scussed settlenent at that
conference, resulting in this tenporary rate
settl enent before you.

Section B explains that the parties
agreed that the Conpany will inplenent a
t enporary revenue increase of $2,599, 083,

effecti ve Cctober 1, 2021. As described in

{DG 21-104} [ Hearing] {09-24- 21}
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[WITNESS: DANIEL NAWAZELSKI]

Settlenment Attachnent 3, this resulted in an
average increase of 2.9 percent over current
revenues. The proposed tenporary rate
increase will be collected by applying a per
t herm surcharge of 0.0683 to Unitil's
residential rate schedules, and 0.0225 to the
Conpany's commercial and industrial rate
schedul es. Overall, the proposed tenporary
rate increase will increase residential
nonthly bills by approxinately 3.8 percent.
Finally, pursuant to RSA 378:29, the
di fference between tenporary rates and
permanent rates wll be reconcil ed.
Thank you. Please refer to Attachnent 1 to
the settlenent, and please explain -- well,
pl ease explain the attachnent for the
Comm ssi on.
Sure. Attachnment 1 provides the cal cul ation
of the tenporary rate revenue requirenent
Increase. This attachnent is very simlar to
t he Conpany's initially filed Schedul e
CGDN- 3, but it has been updated to renopve the
property tax expense pro forna adjustnent.

And we'll actually get to this in a bit. But

{DG 21-104} [ Hearing] {09-24- 21}
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[WITNESS: DANIEL NAWAZELSKI]

when you tal k about the property tax pro
forma adj ustnent being renoved, that is what
the parties agreed to in settlenent to arrive
at the tenporary rates revenue requirenent;
is that correct?

That is correct.

Ckay. Now pl ease refer to Attachnent 2

What does this show?

Attachnment 2 provides the cal cul ation of the
tenporary rate surcharge for both the
residential and C& rate classes.

Referring to Attachnent 3, again, can you

pl ease explain this for the Comm ssion?

Yes. Attachment 3 provides the report of
proposed rate changes that shows the annual

i npact of the tenporary rate increase by
custoner class. Colum H shows the
percentage i ncrease for residential and C&l
custonmers by rate class, as well as the
overall increase of 2.9 percent.

Thank you. And referring to Attachnent 4,
what is the purpose of this attachnent?
Attachnment 4 provides the winter and sunmer

delivery and supply, and delivery-only bill
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[WITNESS: DANIEL NAWAZELSKI]

i mpacts at different average nonthly usage
| evels. This calculation is provided for
every rate class for the Conpany.

Thank you. And finally referring to

Attachnment 5, what does this illustrate?
Attachnent 5 illustrates the nonthly and
annual bill inmpacts for average residenti al

custonmers for all three of the Conpany's
residential rate classes using

weat her-normal i zed sales. An average
residential customer using 749 therns
annually woul d see the distribution portion
of their total bill increase by $51, or

3.8 percent.

Thank you. So now noving on fromthe
settlenent and the attachnents, can you

pl ease explain how t he Conpany devel oped its
initial tenporary rates revenue requirenents
as submtted to the Conm ssion?

Sure. The Conpany's initial revenue

requi rement for tenporary rates was based
primarily on a per books 2020 test year-end
rate base. The cost of capital used in the

calculation is based on the rate case filing

{DG 21-104} [ Hearing] {09-24- 21}




© 00 ~N oo o b~ w N P

NN NN R R R R R R R R R R
A W N P O © 0 ~N O O M W N B O

[WITNESS: DANIEL NAWAZELSKI]

10

capital structure and debt costs. The cost
of equity used reflects the Conpany's | ast
authori zed rate of return -- or sorry -- |ast
aut hori zed return of 9.5 percent, which was
approved in Docket DG 17-070. This results
in an overall cost of capital of

7.33 percent. The test year net operating

i ncone was | argely based on test year per
book amobunts. There were a handful of pro
forma revenue and expense adjustments to
provide a nore representative |level for rate
setting purposes. For exanple, revenues were
weat her - nornal i zed; a depreciati on annual

adj ust ment was nade to bring depreciation

| evel s up to year-end bal ances; and an

adj ustnent was nade to property taxes to
reflect the nost recent annualized 2020
property tax bills.

Thank you. And now could you pl ease explain
how the tenporary rates revenue requirenent
that's set forth in the settlenment differs
fromthe Conpany's originally proposed
tenporary rates revenue requirenent?

Yes. The settling parties agreed to renove

{DG 21-104} [ Hearing] {09-24- 21}




© 00 ~N oo o b~ w N P

NN NN R R R R R R R R R R
A W N P O © 0 ~N O O M W N B O

[WITNESS: DANIEL NAWAZELSKI]

the pro forma adjustnent for property taxes,
agai n, annualized for 2020 property tax
bills. The anmount of property tax recovery
in tenporary rates is readily identifiable
and can be incorporated and used when
determ ni ng the nmechani sm proposed by

Nort hern in Docket DG 21-123, when required
in that proceeding.

Thank you. And can you maybe explain a bit
about the derivation of the property tax
adj ust ment ?

Yes. So in terns of the initial filing or
what is currently proposed in tenporary
rates?

What was -- yes, what was renoved to arrive
at the current settl enent anount?

Sure. So what is currently in the
tenporary -- the Conpany's tenporary rate
Increase is the anount that was approved in
t he Conpany's | ast base rate case in 17-070
pl us the anmount that was recovered in the
subsequent two step adjustnents, as well as
t he 2020 state property tax bill.

Thank you, M. Nawazel ski .

11
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[WITNESS: DANIEL NAWAZELSKI]

12

And finally, do you believe that the
settl ed-upon tenporary rate increase results
in rates that are just and reasonabl e?

Yes, | do.

MR TAYLOR: | have no further
questi ons.

CHAI RMOVAN MARTI N Thank you.

M. Dexter.

MR DEXTER: Thank you. | would
like to ask the witness a little bit nore
about the property taxes because |I'm not sure
| understood the expl anati on.

CRCSS- EXAM NATI ON

BY MR DEXTER

Q

Coul d you explain again what is included for
property taxes in the settl ed-upon revenue
requi rement which has the increase of

2, 599, 000.

Sure. So the total anobunt that is a property
tax recovery as part of tenporary rates is
$4,728,947. And this was arrived at by
taki ng the anpunt of property tax recovery
fromthe Conpany's | ast rate base, as well as

the two subsequent step adjustnments that

{DG 21-104} [ Hearing] {09-24- 21}
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[WITNESS: DANIEL NAWAZELSKI]

provi ded sone recovery of property taxes. So
you have that portion plus the state-only
portion of property tax bills for 2020.

And what was in the pro forma adjustnent that
the parties agreed to renove that took us
fromthe $3.2 million request back down to
the $2.6 mllion settl enent anount?

That adjustnent reflected the final 2020
property tax bills annuali zed.

And isn't it correct that the 2020 fi nal
property tax bills actually reflect a tax
year that goes into 2021, which is beyond the
test year in this case?

Correct. The property tax year is from

April 1st, 2020, through March 31st, 2021.

So would it be correct to say that the
settled anount -- the settled revenue

requi renent includes a nunber that's nore
reflective of test year taxes as opposed to
taxes that were incurred beyond the test
year ?

I would say that is partly true. And | think
it was sonmething that was agreed upon by the

Settling Parties as a part of comng to the

13
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[WITNESS: DANIEL NAWAZELSKI]

14

Settl ement Agreenent itself.

Ckay. | wanted to ask you a question about

t he weat her-nornalization adjustnment. And |
believe to do that | would ook at -- I'm
just going to |look at the sunmary of
adjustnments. So |I'mon Exhibit 1, Bates 7 of
29, which is Bates No. 12 in that exhibit.
Can you see that?

G ve ne one second, please. GCkay. |I'mthere
NOW.

And woul d you agree that the

weat her-nornal i zati on adjustnment that's built
into the tenporary rate request is for

$1, 994, 0007?

Yes, | agree.

Now, | had pointed out at the prehearing
conference that there was a change in the
weat her data that was used to naeke this

weat her adjustnent; is that right? Do you
remenber that?

Can you refresh ny nenory on that, Paul ?
Wll, sure. |I'mnot sure if it's inportant
that you renenber that | said it. But what

I"'mtrying to get at is ny understanding from

{DG 21-104} [ Hearing] {09-24- 21}
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[WITNESS: DANIEL NAWAZELSKI]

t he Conpany's presentation is that this case
I ncl udes a weat her-normali zati on adj ust nent
that's based on 20 years of historical data
as opposed to recent cases that use 30 years
of historical weather data. |Is that true?
Yes, that is true. 1In this proceeding, the
Conpany has used weat her-nornali zed sal es
based on historical weather over the past 20
years, whereas in the Conpany's previous rate
case, in Docket DG 17-070, the Conpany used a
30-year peri od.

Right. And this adjustment which is built
into the tenporary rates al so uses that newer
weat her dat abase, the 20 years; is that

ri ght?

That's correct.

Now, | had pointed out in the prehearing
conference that the weather adjustnent in the
| ast case was cl oser to about $900, 000,
whereas this weat her adjustnent is al nost

$2 mllion. |Is that true?

Yes, that is correct.

And for purposes of calcul ating revenue

requi renments, does a | arger

15
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[WITNESS: DANIEL NAWAZELSKI]

weat her - nor nal i zati on adj ust ment, such as we
have in this, have the effect of increasing
or decreasing the Conpany's revenue

requi renent request?

A In this instance it is decreasing the

Conpany' s request.

Q Ckay.

MR. DEXTER Ckay. That's all the
questions | had, Chairwonman Martin.

CHAI RWOVAN MARTI N: Thank you, M.
Dext er.

Commi ssi oner Gol dner, do you have
questions?

COW SSI ONER GOLDNER: | do.

QUESTI ONS BY COW SSI ONERS:

BY COWM SSI ONER GOLDNER:

Q So ny understanding is that in the previous
rate cases, DG 17-070 and 13-086, the Conpany
applied a uniformrate factor by therns. Wy
did the Conpany change net hodol ogies in this
filing?

A You are correct. In the two previous rate
cases, we did use a uniformper therm

surcharge for all classes. |In the current

16
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[WITNESS: DANIEL NAWAZELSKI]

17

proceedi ng, based off of our proposed rate
design, the tenporary rates would actually be
hi gher for the C& class for rate setting
pur poses than they are so you'd have a
reduction. So the Conpany nade a decision to
split the tenmporary rate surcharge between
residential and C& cl asses separately.
Ckay. Because that delta is quite |arge;
right? It's like .0683 to .0225. So that's
a significant spread; right? So...
Correct. And again, that was -- the decision
was based on the Conpany's proposed pernmanent
rate design and | ooking at how those rates
were cal cul ated conpared to the resulting
rates for tenporary rate surcharge purposes.
So just to nmake sure | understand, when
you -- your proposal in the permanent rate
design wll have a difference between the
residential and the C& rate cl asses?
That is correct.
Ckay. Thank you.

COW SSI ONER GOLDNER:  That's al |
Chai rwoman Marti n.

CHAl RMOVAN MARTI N: Ckay. Thank

{DG 21-104} [ Hearing] {09-24- 21}




© 00 ~N oo o b~ w N P

NN NN R R R R R R R R R R
A W N P O © 0 ~N O O M W N B O

[WITNESS: DANIEL NAWAZELSKI]

18

you, Comm ssioner. | don't have any
questi ons.

Do you have any redirect?

MR TAYLOR | have no redirect.
Thank you.

CHAl RMOVAN MARTI N:  Ckay. Then we
wll strike ID on Exhibits 1 and 2 and adm t
those as full exhibits and take cl osing
argunents, starting with M. Dexter.

MR, DEXTER: Thank you, Chairwonan
Martin. The Departnent of Energy supports
t he proposed tenporary rate increase of the
$2.6 mllion as explained by the Conpany
today. W understand that this anobunt was
derived at using substantially per books test
year nunbers, which we believe is the correct
interpretation of the tenporary rate statute.
We recogni ze that a few adjustnents were nade
to make the test year results usable for rate
setting, such as the weat her-normalization
adjustnment that | referenced that has been
made in utility rate cases for decades.

We appreciate the Conpany's

W llingness to renove the pro forma tax

{DG 21-104} [ Hearing] {09-24- 21}
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[WITNESS: DANIEL NAWAZELSKI]

adj ust mrent they had descri bed so that the
tenporary rates reflect the property taxes
from 2020 and not property taxes that applied
to 2021, which was beyond the test year.

In ternms of the relationship
percent age-w se of this tenporary rate
I ncrease as opposed to the Conpany's
permanent rate request, we believe it's in a
reasonabl e range. O course, we don't know
where the permanent rates will end up, which
is the inportant question in the case. But
tied to that is the question of recoupnent.
So it is generally the Departnent of Energy's
position that the tenporary rates be set
somewhere in the nei ghborhood of where the
permanent rates will end up so as to avoid a
| arge recouprment which gets collected usually
over a one- or two-year period. As | said,
of course we don't know where the case is
going to end up, so we don't know t hat
nunber. But we believe the $2.6 mllion
i ncrease should put us in a range that
doesn't | eave us with a huge recoupnent at

the end of the case.

19
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[WITNESS: DANIEL NAWAZELSKI]

20

So for these reasons, the
Departnent of Energy supports approval of the
settlenent as fil ed.

CHAI RWOVAN MARTI N: Thank you, M.
Dext er.

M. Tayl or.

MR, TAYLOR  Thank you. Well, |
think M. Dexter has sumred it up nicely, and
"Il try not to be repetitive of what he
sai d.

The stipul ati on and settl enent now
before the Conmi ssion is the result of a
col | aborati ve process anong the Settling
Parti es who engaged in good faith
negoti ation. W very nuch appreciate the
efforts of the Departnent of Energy and the
Consuner Advocate to work with us in the
settlenent, and we al so appreciate the
opportunity to present it to you here today.

Nort hern submts that the
stipulation and settlenent results in a
tenporary rate increase that is just and
reasonable and in the public interest, and

t he Conpany requests that the Conmm ssion

{DG 21-104} [ Hearing] {09-24- 21}
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[WITNESS: DANIEL NAWAZELSKI]

approve the increase to take
Cct ober 1st.
CHAl RWOVAN MARTI N
Thank you everyone. We will
under advisenent. And we're
a good day.
MR. DEXTER:  Thank
MR, TAYLOR  Thank
(Wher eupon the heari ng

9:24 a.m)

21

ef f ect

Al right.
take the matter

adj ourned. Have

you.
you.

was concl uded at
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[WITNESS: DANIEL NAWAZELSKI]

CERTI FI CATE

|, Susan J. Robidas, a Licensed
Short hand Court Reporter and Notary Public
of the State of New Hanpshire, do hereby
certify that the foregoing is a true and
accurate transcript of ny stenographic
notes of these proceedi ngs taken at the
pl ace and on the date herei nbefore set
forth, to the best of ny skill and ability
under the conditions present at the tine.

| further certify that | am neither
attorney or counsel for, nor related to or
enpl oyed by any of the parties to the
action; and further, that I amnot a
rel ati ve or enployee of any attorney or
counsel enployed in this case, nor am|
financially interested in this action.

The foregoing certification of this
transcri pt does not apply to any
reproduction of the sanme by any neans
unl ess under the direct control and/or
direction of the certifying reporter.

Susan J. Robi das, LCR/ RPR
Li censed Shorthand Court Reporter
Regi st ered Prof essional Reporter
N.H LCR No. 44 (RSA 310-A:173)
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