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PROCEEDI NG

CHAl RMVAN GOLDNER:  Good norning. |1'm
Chai rman Dan Goldner. |'mjoined today by
Commi ssi oner Pradi p Chattopadhyay.

This is the hearing on the Unitil
proposal made pursuant to the Conm ssion
directive presented in Order No. 27,020 and fil ed
on July 25th, 2024, for market-based default
service procurenent reforns considered here at
Docket DE 24- 065.

A Suppl enental Order of Notice
regarding this phase of the proceeding was issued
by the Comm ssion on August 23rd, 2024. A
Subsequent Procedural Order issued by the
Comm ssi on on August 28th reschedul ed our hearing
inthis matter to today's date, and granted the
OCA and any interested party leave to file
testinony in this proceeding.

The OCA filed the testinony of
Dr. Marc Vatter on Septenber 13th. The DCE fil ed
a position statenent presented by Attorney Young
regardi ng these matters on Septenber 13th.

Unitil filed its proposed w tness and
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exhibit list on Septenber 24th, 2024. Uniti
requests a Conm ssion decision on this proposal
no |l ater than Cctober 5th. W only have this
norning to address this proposal at the hearing
prior to Cctober 5th due to other scheduling
commtnents, so we need to have a focused and
efficient case presentation format today.

The Conmm ssion definitely wants to
hear fromDr. Vatter at today's hearing on the
stand; however, we nmay wi sh to take up the
substance of Dr. Vatter's recommendati ons and
t hose points discussed by the DOE position
statenment at a later date after our rendering a
deci sion on the discrete proposals nmade by Unitil
on July 25th. W also -- we also wish to give
scope to the parties for brief closing
statenents.

In light of this, we'll adopt the
order of w tness approach presented by Unitil in
its Septenber 24th filing. First we'll hear from
the Unitil panel of M. Pentz and Ms. MNanara.
Following a brief recess, we'll then have

Dr. Vatter take the stand for the OCA
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We note the proposed Exhibits 5 and 6
presented in the Conpany's Septenber 24 |ist.
Wien we take sinple appearances fromthe parties,
we' || ask that each party indicate whether they
have any objections to these proposed exhibits.

Ckay. Let's now take appearances from
the parties, beginning with the Conpany.

MS. DAVEY: Good norni ng,

Comm ssioners. Alice Davey appearing on behal f
of Unitil Energy Systens, |ncorporated.

No objection to exhibits.

CHAIl RVAN GOLDNER: Thank you. And the
Ofice of the Consuner Advocate.

MR. KREI'S: Good norni ng,

M. Chairman. |'m Donald Kreis, Consuner
Advocate. W have no objections to the narked
exhi bits.

CHAl RVAN GOLDNER:  Thank you. And,
finally, the New Hanpshire Departnent of Energy.

MR. YOUNG  Good norning,

M. Chairman. Matthew Young on behal f of the
Departnent of Energy. Wth ne today is Steve

Eckberg, who's an analyst in the Electric
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Di vi si on.
And we have no objection to the
proposed exhibits.
CHAI RVAN GOLDNER:  Thank you.
Ckay. 1'll now swear in the
W t nesses.
(Wher eupon, JEFFREY M PENTZ AND
LI NDA S. McNAMARA were duly sworn
by Chairman Gol dner.)
CHAI RVAN GOLDNER: Thank you. The
W t nesses are available for direct.

DI RECT EXAM NATI ON

BY Ms. DAVEY:

Q

Thank you. | will start with Ms. MNamara.

Pl ease state your nane, enployer, the
position you hold with the Conpany, and your
responsibilities.

(McNamara) Good nmorning. My nane is Linda
McNamara. |'ma Senior Regulatory Anal yst for
Unitil Service Corp., and part of that
responsibility is the default service rates and
tariffs.

Here in Exhibit 5 is a technical statenent
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authored jointly by you and M. Pentz.

Was this technical statenent prepared

by you and under your direction?

(McNanmara) Yes.

And do you have any corrections that you wish to
make today?

(McNanmara) | don't.

And do you adopt the technical statenent as your
sworn testinony as it's witten and fil ed?
(McNanmara) Yes.

Thank you. | will nove on to M. Pentz.

Pl ease state your nane, enployer, your
position with the Conpany, and your
responsibilities in that position.

(Pentz) Good norning. M nane is Jeff Pentz
working for Unitil, and ny title is Supervisor of
Energy Supply, where a part of ny
responsibilities include procuring default

servi ce.

Here in Exhibit 5 is a technical statenent
authored jointly by you and M. MNamara. Was
this technical statenent prepared by you or under

your direction?
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(Pentz) Yes.
And do you have any corrections you wi sh to nmake
t oday?
(Pentz) | do not.
And do you adopt the technical statenent as your
sworn testinony as it's witten and fil ed?
(Pentz) Yes, | do.
And, M. Pentz, have you had the chance to read
the testinony presented by the Ofice of the
Consuner Advocate in this proceedi ng?
(Pentz) | have.
And do you have any initial concerns, based on
your reading, on inplenenting the OCA s proposal ?
(Pentz) We have concerns.
Wul d you m nd explaining, briefly, those
concerns.
(Pentz) Sure. So the Ofice of the Consuner
Advocate's proposal for procuring default service
In futures contracts essentially relies on the
futures markets, which is a derivative market, to
procure default service.

You know, there are -- there's many

conplexities to that that would require,
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essentially, actively managing a portfolio.

And it is nentioned in the testinony that, you
know, futures contracts would have to be traded,
essentially, you know, in order to essentially
procure the accurate anmount of supply.

And, you know, we have concerns, you
know, nunber one, | would say with just forward
mar ket energy logistics. It would require a
significant anount of attention to procure three
years in advance. W essentially would have to
establish a -- a trading desk to handl e the
trading in and out of positions, nost likely on a
dai ly basis, dependi ng upon settled | oad vol unes
and pri ci ng.

And the Conpany does not have that
expertise. You know, we're the provider of |ast
resort default service. W don't have a trading
desk. W got rid of that tradi ng desk years ago
when restructuring happened.

So we do have significant concerns
wWith just the admnistration in procuring default
service in a derivatives market. | think the --

as default service |oads continue to erode, the
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adm ni strative cost of procuring default service
in the futures market could be significantly

hi gh, especially when conpared to the default
service |l oads that could be serviced three years
fromnow. W don't know what those |oads are,
but, you know, the adm nistrative costs, we view,
could go up substantially if we're actively
managi ng a portfolio, uh-huh.

Second reason we have concerns about
is pricing risks. So if we lock in a futures
contract three years fromnow at a certain price,
and the market goes down, then you're -- you
know, essentially have to trade out of that
position or accept that you' ve entered into a
contract at a higher price than where the
mar ket' s at.

And that just doesn't seemto us, you
know, the proper way, essentially, to procure
energy, especially since default service is --
the way we understand it, it's nmeant to be a
baroneter of the market. You know, we've been in
si x-nmonth contracts for a while now So we do

have concerns with pricing risk.
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You know, | would say our |ast con

cern

-- significant concern is just operational and

busi ness risk. You know, the -- in M. Vatt
testinony, you know, he clearly states that
the responsibility of the Uility to settle
futures contracts in the open market and no
stranded costs could be recovered. The IQU

assumes the load risk. And so that, essenti

er's

it's

ally,

shifts the risk fromthe whol esale supplier to

the Uility, which is, you know, to us not -
accept abl e.
Q Thank you, M. Pentz. Do you have anything

to add on that?

A (Pentz) | do not.

M5. DAVEY: Thank you. These
W tnesses are available for cross-exam natio

CHAl RVAN GOLDNER:  Thank you. W'

nove to cross-exam nation, beginning with the New

Hanpshire Departnent of Energy.

- not

el se

n.

MR. YOUNG Thank you, M. Chairman.

CROSS- EXAM NATI ON
BY MR YOUNG

Q My questions are -- | think the first one w

Il be
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for M. Pentz, but either witness is free to
answer .

So first | wanted to tal k about, |
guess, the technical statenment that was submtted
by the Conpany in this docket. As you nmade nore
-- | guess, as you know, the Comm ssion was
interested in exploring self-supply for the |arge
customer group. And I'mwondering if you can
just explain a little bit about why the Conpany
did not propose to change how they procure energy
for the |larger custoner group.

(Pentz) Sure. It's -- as | nentioned in the
technical statenent, the | arge custonmer group has
been procured differently than the other two EDCs
for a while now, whereas, we procure |arge
custonmer load -- at |east the energy conponent,
we just pass through the nmarket prices. And the
energy costs, as a part of the entire cost to
serve load, is around 75 percent of the cost. So
the | arge custoner group is already receiving a
passt hrough of around 75 percent of the cost
survey, which is the energy conponent.

We feel that that nodel has wor ked.
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W' ve had sufficient participation from bidders
on that nodel, where they submt fix aggregates
to cover non-energy costs, such as capacity and
anci |l ary services.

There is inevitably supplier margin in
there as well. But that nodel has been working
for us, and, you know, we don't -- we don't see a
reason to deviate fromthat nodel
So, essentially, because of the 75 percent
passt hrough -- | guess it's just nme confirm ng
what you just said -- that the Conpany feels that
that is sufficiently market based; would that be
a fair characterization?

(Pentz) Yes, that's correct.

Ckay. So then, | suppose, noving to the proposal
itself wwth a 30 percent, the Departnent -- ny
under standi ng of the historic process was that
the Utility was responsi ble for paying the
contracted energy supplier nonthly for the
energy. And then, under this newinitiative,
there will be, | believe it is, twice weekly
paynments to the I SO for the energy provi ded?

(Pentz) Yes, that's correct.
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Does the Conpany have any concerns about the

I npact that this may have on the Utility's
financial situation, you know, things |ike cash
wor ki ng capital ?

(Pentz) Sure. | haven't explicitly done that

anal ysis of working capital. | do -- fromwhat |
recall of the last default service hearing, there
was an exerci se done on the -- on the stand, and
| believe those costs were mninmal. However,
don't want to be the final record on that.

You know, one thing to think about as
well is, the default service |oads are going to
drop off quite a bit with the inplenentation of
t he congregate aggregation. And it -- it nmay end
up, at least if you anticipate that aggregation,
In a wash, wherein the default service |oads are
going to go down significantly. Self-supply is
going to go up from 10 to whatever percent it
goes to. So it may not have an inpact, but |
don't want to be the final voice on that.

Ckay.
(McNamara) And could I just add on that as well.

Like M. Pentz, | don't want to be the
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expert witness of a financial statenent, but |
can give you sone facts on the -- at |east the

| ead-1ag, the nunber of days lag is approximtely
doubl e on -- because of the, you know, increase
on the paynment schedule for the market-based
costs.

To the extent that the Conpany has any
concerns over that per se, assum ng those costs
are stable, | can't see there being any, you
know, significant concerns, other than, of
course, the nunber of days lag is higher, which
| eads to higher working capital. | nean, that is
a concern.

But the supplier costs are -- are
known, and, you know, the Conpany coul d, you
know, make whatever kind of decisions, knowing in
advance the inpact on working capital. \Wereas,
if the market did sonething substanti al
unexpectedly, then, of course, it could -- it
coul d cause a probl em

Again, not -- you know, that's al
guessi ng what the market m ght do. But know ng

that the nunmber of days' lag is --is, you know,
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doubl e the cost and doubl e -- doubl e the nunber

of days, and -- and, then, again, adding that you

don't necessarily know what the market m ght do,
so it could cause fluctuations in your working
capital

MR. YOUNG  Thank you both for those
t horough answers.

The Departnent has no further
questions for these w tnesses.

CHAI RMAN GOLDNER:  Thank you, Attorney
Young.

We'll turn now to the Ofice of the
Consuner Advocat e.

MR. KREI'S: Thank you, M. Chairman.

CROSS- EXAM NATI ON

BY MR KREI S:

Q | think all nmy questions are for M. Pentz, but
don't mnd if Ms. McNamara wants to contribute
any insights. Al is welcone.

| want to start by asking a couple of
guesti ons about the Conpany's proposed
procurenent plan. And ny concerns exclusively

relate to the residential class. It's not that
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amindifferent to commercial industrial
custoners, but, of course, our job is to
represent the interests of residential custoners,
so I'"'mfocused on effects on them

My first question has to do with the
fact that, unli ke the other two i nvestor-owned
utilities, Unitil is proposing to nake all of its
mar ket purchases directly in the spot market
W thout participating at all -- or naking any
pur chases in the day-ahead market.

Am | understandi ng the proposal
correctly?
(Pentz) That's correct. W are maintaining -- we
are planning to maintain the real-time purchase
nodel .
And can you remind nme why Unitil feels like it
doesn't need or did not opt to nmake purchases in
t he day-ahead market?
(Pent z) Maki ng purchases in the day-ahead market
woul d require us to, essentially, cone up with a
| oad forecast in the day-ahead market, so it --
It would add sone cost to the -- to the

procurenment of default service.
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Just to el aborate furthernore onto
that. You know, from | ooking at the data,
real -time versus day-ahead, there -- there wl]l
be occasions where the real-tinme market wl|l
spi ke. W saw it on August 1st where the energy
prices, for a couple hours, were in excess of
$1, 000 a negawatt hour.

Now, if you look at -- you know, when
we're procuring default service for a six-nonth
period, you know, it's inportant to keep in m nd
all the other hours in that six-nonth period
where the real -tinme market settles.

And when you do a wei ghted aver age,
you know, from-- what |'ve seen is, you know,
t he day-ahead market does trade at a slight
prem um because you have generators and bi dders
that want to | ock in day-ahead, and then,
you know -- in the real-tinme, when there's
unexpect ed generation that cones on, let's say,
fromsolar resources, that market naturally goes
| owner .

So, you know, we -- we have | ooked at

t he data, and, you know, just -- we don't see any
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signi ficant concerns when you |look at it over an
extended tine period.

There w Il be shocks to the system
You know, | will say |ISO New Engl and does have a
capacity market, so the region is sort of
I nsul ated from price shocks |Iike that, unlike
some other markets in the country that don't have
a capacity market.

There's -- there are prograns at | SO
New Engl and, such as pay for perfornmance, that,
you know, either reward or penalize generators in
case they don't performon those scarcity events.
So there are nechanisns to sort of recover froma
shock i ke that for an hour or two.

You know, we saw on August 1st that,
you know, there were generators that kicked in
I mredi ately after the large unit tripped offline.

And | nmay be going into too nuch detail here, but

| just -- you know, for the sake of defending in
the real-time nmarkets, we just -- we don't see
the adm nistrative cost as -- | nean, we just see

that it's not a huge burden.

As far as |'mconcerned, you did not go into too
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much detail. That's exactly the kind of insight
| was hoping to tease out by raising this
particul ar issue.

So | just want to make sure
under stand your answer. You nentioned August
1st. M favorite exanple of those little blips
in the real-tine market is Christmas Eve of 2022,
when the price crashed and then went through the
price ceiling of $2,000. O course, there was --
addi ti onal penalty paynents were paid by
generators that didn't show up when di spat ched.

But your testinony, as | understand
iIt, is that those events are relatively few, and
In the aggregate, they don't have that nuch of an
effect on the prices that custoners would
actually pay for default services.

Have | understood you correctly?
(Pentz) Yes, that's exactly correct.

And, you know, | wll add, one
addi tional market that will be opening up, cone
2025, in 1SO New Engl and is a day-ahead ancillary
servi ces market, which should provide -- which

woul d put even | ess pressure on real-tinme prices.
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So | guess the only pushback or ny only
skepticismhas to do with the idea that this
woul d i npose additional adm nistrative costs,
because you have to estimte a day ahead what the
default service load is going to be.

The load is highly predictable 24
hours in advance, isn't it, fromyour
per spective?
(Pentz) | don't know that for sure. You have
custonmers that are switching, in nmy reading,
bet ween suppliers on a daily basis. | think
wth -- when you're | ooking at creating a | oad
forecast, you have to take into account nany
different variables. And | -- we just didn't see
It as worth pursuing at the tine.
And isn't it true that in a well-functioning
mar ket, the day-ahead price and the real -tine
price should be pretty close to each other,
absent the kinds of unexpected things that
happened on August 1st?
(Pentz) Typically. | would say the day-ahead
mar ket does trade at a prem umslightly.

Slightly. So how much of a prem unf
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(Pentz) Fromwhat |'ve seen, it can range from
2 to $3 per hour.

Your proposal is to procure 30 percent of your
default service load via the real-time market,
and you were directed by the Conm ssion to nmake a
proposal to procure at |east 30 percent, and you
| anded right at 30 percent. You could have cone
I n here and proposed 100 percent procurenent via
the spot market. Wy didn't you do that?
(Pentz) The -- the Conpany understands that the
reasoni ng behind the spot nmarket purchases, it's
to bypass supplier risk prem uns.

You know, that -- that does provide a
certain benefit, you know, assum ng the market
goes the right way. Wth full requirenents
contracts, there's insurance baked in the price,
which -- also known as risk prem uns.

It's -- it's a balancing act. You
know, we were given the 30 percent m ni mum
threshold. W decided that was the right anount
of risk for the Conpany's residential ratepayers.
Utimately, we put forward a proposal that

conplied with the directive of the Conm ssion.
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But in terns of -- who's to say how
much residential -- how rmuch risk residential
rat epayers should tolerate, | nean, that's --

that's not, essentially, the Conpany's deci sion.
That's a public policy question.
| have noticed that's a fairly fashi onabl e
answer, in that that phrase has been uttered a
couple of tines over the course of the |ast
coupl e of weeks fromthe w tness stand.

In your technical statenent, you said,
"The Conpany believes that the 30 percent
procurenent target conplies wth the Conmm ssion's
directives while maintaining the | east anount of
direct market exposure in this still relatively
new-t o-t he- Conpany net hod of procuring basic
service in New Hanpshire."

| want to make sure | understand that
sentence. |I'mtenpted to infer that the Conpany,
If allowed to do whatever its best judgnent told
it to do, would not acquire any of its default
service load for residential customers via the
spot narket.

Is that a correct inference?
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(Pentz) I -- | wouldn't necessarily confirmthat.
| -- that's a question that wasn't posed to the
Conpany, and we -- we did not deliberate that
speci fic question, so | --
Well, it is a question that | just did pose to
t he Conpany. So what's your answer?
(Pentz) I -- I -- 1 don't have an answer to that
questi on.
Ckay. Again, you're in good conpany, refusing to
answer that question.

Your attorney anticipated ny interest
In getting your reaction to what M. Vatter
proposed on behalf of the Ofice of the Consuner
Advocate relative to acquiring default service in
the futures market, and -- so | want to foll ow up
alittle bit about that.

| -- | guess, at the risk of sounding
glib, the gist of your coments seemto be --
and, again, | want to make sure |'m understandi ng
you correctly. The gist of your conments seemto
be, we just don't feel |ike doing that because it
woul d require effort and insight that we don't

feel like applying to this task.
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Have | understood you correctly?
(Pentz) | don't believe that's accurate. |
clearly stated that there are pricing risks as
wel | as significant operational and business
risks to the Conpany in the case that the Conpany
makes a bad bet in the derivatives market, which
Is a futures market, and that coul d expose the
Conpany to significant |osses if underlying
settlenents deviate from whatever the price of
that futures contract is.
Sure. |If that scenario were to conme about, the
Conpany woul d take steps to mtigate its risk
would it not?
(Pentz) Which would require, you know,
essentially hiring a tradi ng desk and
significantly increasing the cost of
adm ni stering that default service.
| ndeed, and that's what | neant when | said the
Conpany just doesn't feel |ike doing that.
(Pentz) I -- | wouldn't characterize it as we
just don't feel like doing it. W have, as |I've
I dentified, significant structural risks and

reasons to not procure energy in the futures
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mar ket .
So tal king about risk mtigation, you nentioned
that what M. Vatter has proposed shifts risk
fromthe suppliers to the Uility, and you
characterized that as not acceptable.

Does it shift any risk fromthe
customer back to the Utility?
(Pentz) | nmean, in -- in nmy opinion, the Uility
woul d be responsi ble for naking the decisions in
this particular nodel of trading in the futures
mar ket .

| -- 1 don't knowif, at this ting,

that woul d have any inpact on residenti al

rat epayers, because | just -- | haven't -- we
haven't fully into -- went into detail in the
proposal. [It's a conplex proposal, so we don't
know, you know, if -- that there was no nention

of , you know, how these costs could potentially
shift to residential ratepayers. W just don't
know.

I think, finally, you characterize default
service as the Uility acting as the provider of

| ast resort. How do you know t hat default
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service is the provider of |last resort?
(Pentz) The provider of last resort is a term
that is used in sone other states to describe
default servi ce.

When restructuring occurred, you know,
the thought was that the default -- that the
Uility should be, essentially, the provider of
| ast resort, and that the narkets woul d be opened
up, and custoners can choose freely which
supplier they'd like to enroll in.

And we've seen in the past couple of
years, you know, many custoners enrolling in
aggregations, and default service is, you know,
becom ng, seem ngly, the provider of |ast resort,
wth default service |oads significantly
decl i ni ng.

But that phrase, "provider of last resort," |

pi cked up from Texas. It doesn't, to your

know edge, appear anywhere in New Hanpshire | aw,
does it?

(Pentz) I -- | don't know that. |'mnot aware.
And it's, of course, not, essentially,

significant to really qui bble over that exact
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phrase, but my real point here -- and | just
woul d | ove to have your perspective on it is --
Is it inevitable that default energy service

al ways has to be the provider of last resort
service, or would it be possible for the Conpany
to structure default service in a way that nade
It actually attractive as on option to be

consi dered alongside all of the other options in
this wonderful restructured world of electricity
in which we all now |ive?

(Pentz) It's the Conpany's understandi ng that
default service procurenents are to provide a --
establish a market price, you know, that
suppl i ers can conpete against.

You know, we're follow ng Comm ssion
directives in our procurenents. You know, the
price is what it is. W're going out every siX
nonths. So, in that sense, we are potentially
not the provider of last resort, if the custonmer
chooses default service. |In that custoner's
m nd, perhaps we are not the provider of |ast
resort.

MR. KREI'S: Thank you, M. Pentz. |
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appreci ate your thoughtful answers to ny
questions. That's all | have.

CHAI RVAN GOLDNER:  Thank you, Attorney
Kreis.

We'll turn now to Conm ssi oner
questions, beginning with Conm ssi oner

Chat t opadhyay.

BY CMSR. CHATTOPADHYAY:

Q

Good norning. My -- sone of the questions here
wi |l be about the markets, so probably the
answers wll conme fromjust one of the w tnesses

nostly, but feel free to junp in if, you know --
however you w sh.

So is the Conpany aware that the other
two utilities that we regul ate here and have --
you know, have default service procurenents,
they -- when they are going to the nmarket, the
| SO New Engl and nmarket, they are first
forecasting what's the day-ahead market |oad, and
they're getting exposed to the real-tine prices
only for the deviations?

(Pentz) Yes, |'m aware.

Si nce you tal ked about August 1st, | have the
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information in front of me. |'mlooking at |SO
New Engl and i nformati on. Those two spi ky prices
in the real-tinme happened in the hours begi nning
18t h hour and the 19th hour, and, otherw se, for
t he day-ahead market for those hours, the prices
were pretty normal.

And so, while it is true that overal
for the real-tinme prices, your, you know, average
I npact would be not a whole lot. Going from 10
percent to 30 percent, won't you think that it
may be reasonable to start probi ng whether even
Unitil should be forecasting | oad day-ahead
mar ket and, you know, procuring the -- the market
tranche, you know, |like the way the other

utilities are doing?

(Pentz) Well, the other two utilities -- | nean,
you know, they're -- they're free to, you know,
engage in however -- the way they -- they desire.

You know, Liberty, they're a nuch larger utility
and have establishnents all across the country,
and | know they -- they have active trading
desks. Eversource, nuch larger utility, |argest

utility in New Engl and.
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You know, Unitil, you know, we don't
necessarily have that expertise. You know, given
what |'ve just said, after |ooking through the
real -time data versus the day-ahead, you know --
and | feel |like you need to consider, too, is the
| oad vol unes are going to be significantly
smal | er come next year.

And we -- you know, given those
assunptions, we just -- we don't feel the need --
the necessity to bid on the day-ahead market.

You know, for exanple, July 2024, the average
real -time price for the entire nonth was $43. 30.
Day- ahead was 46.76. Cane out a |little ahead

t hat nont h

Well, this is basic economics. | nean, if you're
going to buy sonething, you know, hedgi ng ahead
of tinme, then there wll be a little bit of
premum That's what you're tal king about here,
so | understand that. And |I'm not talking about
havi ng a tradi ng desk.

Don't you forecast what the load is
going to be in whatever period you | ook at?

Doesn't Unitil do sone sort of forecasting of
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| oad?

(Pentz) I'maware that our finance group does
forecast retail sales. | believe that's only
done on an annual basis.

Do you think forecasting can be done w thout even
having to rely on a tradi ng desk?

(Pentz) | think we could potentially explore
working with a vendor to do that, but we don't
have the expertise in-house.

That is exactly how Eversource does it. Are you

aware, you know, generally speaking, that they

don't have a trading desk? |'mtalking about New
Hanpshire.

(Pentz) Yes, |'m aware.

Do you have a -- do you have a sense, if at all,

how nmuch it m ght cost to get sonebody to
forecast daily what's -- what's the | oad next
day?

(Pentz) | don't have a sense of what the cost is.
From -- you know, fromwhat | have gl eaned upon
in transcripts from other conpanies' default
service hearings, it could be in the upper five

figures, | believe. But I'mnot -- |I'mnot 100
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percent famliar.

If the Comm ssion required the Conpany to nmake

t hese nmarket purchases, day-ahead narket, and
deal with the deviations in the real-tine market,
would it be very difficult to inplenment it? How
much tinme would it take?

(Pentz) | don't think it would be inplenentable
for the next service period --

Thank you.

(Pentz) -- because we would have to, essentially,
search for a vendor, contract wth a vendor, set
up a data feed to that vendor, because they would
need to know what custoners are switching on a

dai ly basis.

So, | nean, it would be quite a
process. It wouldn't be sonething that could be
done in a nonth or six nonths, | don't -- | don't

bel i eve.

Aren't there third parties that forecast?
(Pentz) I'msorry?

Aren't there third parties, others that forecast
t he | oad?

(Pentz) Yes.
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And daily | oad?

(Pentz) | apologize. Are you referring to

out side vendors that could possibly do this
service?

Yes. And then you -- exactly.

(Pentz) Yeah, |I'maware of service providers that
coul d forecast those | oads.

So I"'mjust trying to understand. So when you're
saying it will take tinme to have sone
arrangenent, when you reach out to these outside
vendors, you're talking about it will take sone
time. That's what you're saying?

(Pentz) It's gonna take tine to reach out to
vendors -- yeah, it's going to be a process. W
don't know how | ong that woul d take, but --

kay. |I'mgoing to nove on to the issue of |arge
custoners. And do you have a sense what the
fixed adder is relative to the total cost?

And |'m going back to -- | believe this approach
was started in 2012. So do you have a sense,

i ke, how nuch is that adder relative to the
total cost?

(Pentz) | don't have that data in front of ne
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right now | -- | do know that the nonthly
prices, wholesale rates, are in the default
service filings. So in the previous filing,

t hose final wholesale rates would be in there for
the | arge custoner class. And the fixed adders
thensel ves are in those filings as well.

So we can |l ook at that and get a sense. But that

will be for only that particular solicitation,
right? | nean --

(Pentz) Sure. | think that, you know, it really
depends on the tine of year as well, because, in
the winter nonths, you know, you -- you could

have energy costs being significantly higher than
what the fixed adder is, because the fixed adder
essentially covers capacity and ancill aries,
which are a very small part of the market. So
the ratios would be significantly different in
the winter -- in the winter versus the sunmer
when energy is typically | ower.

Agreed. So for winter and summer, the ancillary
may be different. But really, what I'mtrying to
get at is there's -- the premumthat the

marketer is trying -- you know, puts into the
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price, the fixed adder, that's what I'mtrying to
understand, so --

(Pentz) I can -- | can take that back and | ook at
some nunbers, but | know we -- for the
residential and the small and nmedi um commrerci al
group, we do what's called ratio analysis, where
we | ook at the forwards versus what's -- the bids
we receive. W don't do that for the |arge

cust oner group.

This is really not necessarily going to sort of

| npact the decisions here, so we can wait. But,
you know, we -- | am-- | aminterested in
under st andi ng how t hat prem um has wor ked out
over tinme, so -- this question is nore about

hi storical data. Ckay.

Trying to understand the conmunity
power devel opnment supply. Right now, what
percentage of the total |oad -- previously, when
you didn't have community power -- has now noved
to community power? Can you give nme a sense?
(Pentz) | -- | can say that currently, when I
recently | ooked at our retail sales report

breakdown -- | believe this is fromAugust -- is
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that it's alnost a 50/50 split for the
residential custonmer class. And what | nean by
that is 50 percent of the load is served by
aggregations, a small piece by conpetitive
suppliers, and the other 50 percent is on default
servi ce.

And with Merrimack County going for comrunity
power -- |'m assum ng when you tal ked about
Concord, that's what you were tal king about,
right?

(Pentz) Well, the City of Concord has its own
uni que aggregation plan. |It's not part of
Merrimack County.

Ckay.

(Pentz) The county nodel is a little bit nore
conplex, in that, if you' re a town in Merrinmack
County, you have to vote to participate in the
county-w de program O herw se, you could form
your own aggregation.

How woul d t hat percentage that you' ve tal ked
about, 50 percent, and the rest conmunity power
and conpetitive suppliers 50 percent, woul d

change with Concord going for community power?
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Can you give nme a sense?

(Pentz) We're forecasting that with the

I npl enentati on of the Concord aggregation and the
Town of Bow, which is part of the Merrimack
County aggregation, those will be inplenented, |
believe, within the next couple of nonths. That
50/50 split will go to around 80/20. So 80
percent of the default service, residential |oad
-- this is just the residential load -- wll be
W th aggregations and a snmall slice of
conpetitive supply.

When t hat happens, are you concerned that when
you do solicitations for default service, you may
not receive bids, and you nmay have to naturally
go to the | SO New Engl and nar ket ?

(Pentz) | did take a | ook at these -- at these
nunbers. And, if you wouldn't mnd, just give ne
a second so | can bring it up.

Absol utely. Take your tine.

(Pentz) Ckay. So | did a survey of whol esal e
suppliers during the last solicitation, just to
gauge what their m ni mum custoner demand and the

asset |level would be for themto participate.
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They range from5 negawatts to 20 nmegawatts
m ni mum

So, currently, the peak load for the
residential default service classes is around
71 megawatts. That's with the 50/50 split. If
t hat changes to 80/20, you're tal king upper 20s,
probably 28, 29 negawatts.

You know, when we factor in the 30
percent self -- well, whatever percentage is
sel f-supply, let's say it's 30 percent, then you
have to reduce that nunber further, and you reach
around 23, probably, 24 negawatts. So -- | don't
believe there's any concern with 30 percent.

My concern would escalate if it goes
significantly higher than that. | think if --
anyt hi ng over 50 percent, | would -- | would
| i kel y have concerns that suppliers nay not be
interested in the load, but | don't know this for
sure.

Wth Concord and Bow going for conmunity power,
you said it's -- the split is going to nove from
50/ 50 to 80/20, 80 being community power and 20

default service. Are there other comunities out
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there that, in the future, are going to go -- are
going to be community power, you know,

aggregate -- they go to community power
aggregation, that will end up noving you from
where you just described you are to a point where
you' re already bel ow 20 negawatts or maybe even
10 negawatts; is that possible?

So what I'mtrying to understand --
sorry -- is, has the thing played out enough
already, or will it keep noving to -- instead of
just 80/20 to even further?

(Pentz) Thank you. | understand the question.

The aggregati ons have typically cone
I n waves. You have wave one, which were two
fairly large-sized towns. And you have anot her
wave where five nore towns went. After those
seven towns were inplenmented, by m d-2023, the
split was 75/25 default service. Now we're at
50/50 with eleven towns, | believe. Wth Concord
and Bow, 80/ 20.

' mnot aware of any other towns at
this tine that are considering aggregations, from

nmy knowl edge. O course, | don't know that for
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sure, because there could be conversations
toni ght happening in communities around Uniti
service territory.

So from ny opinion, the | ow hanging
fruit, if you will, is -- you know, has already
been taken. | don't know how fast it's going to
be comng in the future.

Do you have any experience fromwhat goes on in
Fitchburg, or has happened in Fitchburg, that

m ght hel p you see how t hi ngs m ght nove?
(Pentz) In Fitchburg, there are four centra
communities, and the |ast town -- three out of
four of themare already in an aggregation. The
| ast town is actually going to be aggregating, |
beli eve, this Decenber or January.

So in ternms of, you know, what our
gl eanings fromFitchburg, we still do have ful
requi renent service solicitations there. The
participation is not as great as in New
Hanpshire.

Ckay. Based on what has transpired in the
communities that are already big community power

aggregation, nmeaning -- | think |I heard tal k
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about seven towns are like -- 2023, that are

al ready there. Can you give ne a sense of how

many custoners are opting out in percentage

terns?

(Pentz) That figure is around 1 to 2 percent.
CVSR. CHATTOPADHYAY: Thank you.

That's all | have for now.

BY CHAI RVAN GOLDNER

Q

Thank you. 1'd like to start with nechanics of
the | arge custoner process.

M. Pentz, you -- you nention in your
technical statenent that this was inplenented in
12-003, and that your -- it's a passthrough price
based on the LMPs.

Can you just wal k us through how t he
procurenment process works, so that we can
understand how the LMP price is secured, and then
what -- how that adder is secured. And then
think you said the relationship between the two
was 75/25, but | wanted to just maybe ask for
your hel p to understand the process.

(Pentz) Sure. And froma settlenent's nechanics,

the formula that's in the whol esale contract with
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the supplier states that the -- it's basically a
wei ght ed average of the | oad and the hourly LMPs.
And the supplier sends us a bill with
the fixed adder piece, which is the non-energy
conponent. That's the conponent that the w nning
bi dder submts to us in the solicitations. On
top of that fixed adder is just sinply the
wei ght ed average real -tinme cost based on the New
Hanpshire | oad zone.
So this is a nechani smwhere you're using a third
party to -- to do the work of the purchases,
and -- and gives the Conpany sone, | guess,
stability of process or ease of inplenentation;
Is that -- I'"mjust trying to understand the
reasoni ng behind the current process.
(Pentz) Right. | nean, the reasoning -- | nean,
t hat goes back to 2012 when | was not with the
Conpany. But fromny gl eanings on the testinony
that was submtted in the decisions back then is
that -- that the Conpany wanted to conti nue
hol di ng options for |arge custoner load to
mai ntain the conpetitive nature of the markets.

So, you know, one -- one actua
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significant elenent as to why the Conpany went to
passi ng through the LMPs as opposed to, you know,
a fixed price is that bidders were very hesitant
of participating in the |arge custoner class for
fi xed prices because of the potential for |arge
fluctuations in | oad.

When you have a few | arge custoners --
you know, in Unitil's instance, nmaybe a couple
hundred. |If you have ten of those that are
really large and shift away during the termthat
a whol esal e supplier provides that service, it
coul d, you know, cause issues for the supplier
and, you know -- there may be differences that
arise, you know, in the -- how nuch energy to
procure beforehand and how nuch they need to pick
up if any -- a lot of accounts migrate away. So
there's load -- | think they call that, yeah,
| oad mgration risk, you know, issues.

So that was a -- fromwhat | recall
one of the central reasons why the Conpany
devi ated from just asking suppliers for fixed
prices to passing through the LMPs.

And have you had the opportunity to conpare --
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pardon me -- the results that Unitil got in this
process since 2012 to what the Conpany woul d have
gotten had they gone with -- "Il call it the
process that -- that Eversource and Liberty are
wor ki ng towards, in other words, just going

t hrough the 1 SO New Engl and nar ket ?

(Pentz) | have not done that anal ysis.

Wul d that be sonething that woul d be

probl ematic, or is that sonething that -- that

t he Conmpany coul d perfornf

(Pentz) Yeah, that -- that -- that would be, from
my opinion, a fairly sinple exercise, because the
real -time market prices are already established.

Excellent. And so, just getting back to that

75/ 25, | just want to nmake sure | understood what
you were saying. In the -- | think you said --
and | mght have gotten this wong -- the 75 is

the LMPs. The 25 percent was the fixed adder,

whi ch includes ancillary charges and capacity and
so forth. |Is that how it breaks out?

(Pentz) Well, | think, if you | ook at over a
one-year term that typically is howit breaks

out. | think you have to |l ook at it season by
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season as well, where in the wintertine, for
exanpl e, you may have 90 percent energy versus 10
percent that's the fixed adder cost, right? That
may be -- the energy cost may be a little | ower
in the shoul der season. You know, it could be --
It could be 50 percent of that whol esal e cost
ultimately is energy, and 50 percent is the fixed
adder .
Ckay. Because | think, just doing the math in ny
head, and we can -- perhaps the Conpany can do
that calculation and elimnate all doubt, but I
think -- typically, the ancillary charges, plus
capacity and so forth, everything but the | SO New
Engl and price is about $10 a negawatt hour over
the long haul, at |east over the |ast few years.
Wul d you agree with that so far?
(Pentz) | would need to | ook at the data. |
don't know that off the top of ny head.
Sonething like that. | nmean, |I'musing the
Conpany's spreadsheets, and |'mcheating a little
bit.

So if we granted that roughly $10 a

megawatt hour, then, | guess, the fixed price
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adder, which is what Comm ssi oner Chattopadhyay
was -- was sort of trying to -- trying to
understand. | think that would be in the

nei ghbor hood of, you know, $15 or $20 a negawatt
hour. | know we can run the data and figure out
exactly what it is. But aml in the ballpark, or
Is that an order of nmagnitude off?

(Pentz) It sounds reasonable to nme, but | -- |
don't know w t hout seeing the data.

Okay. And we're just trying to understand the
difference between what Unitil wants to do per
the technical statenent, versus what Eversource
and Li berty have proposed, and which one is
better for -- for ratepayers.

And | guess ny question for you then
would be, if it turns out that the process that
Eversource and Li berty have proposed is a 20
percent inprovenent, hypothetically, to the
current Unitil process, would that -- would that
cause Unitil to reconsider their thinking on the
best process to secure the |owest price?

(Pentz) | think we'd have to take that back and

di scuss that.
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Okay. Thank you.

And | know, M. Pentz, you already
testified that you were not with the Conpany in
2012. But when | was | ooking through 12-003, |
just wanted to get your opinion of the
I npl enentati on process.

So the Conpany went fromthe old
process to the new process. Ws it sonething
that took nultiple years? Ws it sonething that
was decided in the six-nonth period and
I npl enented? How did that process take place?
(Pentz) | apologize. |'munable to provide that
detail ed feedback fromthat proposal
Ckay.

(Pentz) | can certainly look into it further.
Thank you.

(McNamara) | could tell you that it was a -- |

guess |I'Il say a relatively quick process in the
sense that it was not years. It certainly was
not years.

So rates prior to Novenber 1st, 2012,
were determ ned based on the -- the original way,

you know, choosing a supplier, that method.
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believe the topic was -- | would say that it was
| ess than a year perhaps, and perhaps a full
year.

Ckay.

(McNamara) But it was no | onger than that, |

believe. It cane up in a particular docket on a
particul ar hearing, | think, and then, just
agai n, based on ny rusty nenory, but -- and |

think for the next period, it was sort of
di scussed. So, again, | don't believe it |asted
| onger than a year.
Ckay. Thank you. And the reason | ask that is
that the Comm ssion opened an investigative
docket on this topic in 2022. So, you know, we
have been sort of stepping through this in our
m nds, at |east, nethodically and slowy and
systematically, and -- and so it's just
Interesting to get other data points in terns of
how changes have been inplenented in the past.
Thank you, Ms. MNanmar a.
Ckay. | want to return to the topic

for, really, residential ratepayers on the

guestion that's been asked nultiple tinmes, on the
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day- ahead versus real-tine market. | think,

M. Pentz, your testinony is -- and | don't want
to put words in your nouth, but | guess -- |
guess | will, and then give you the opportunity
to respond -- is that, ultimately, the real-tine
mar ket i s cheaper than the day-ahead market over
a long-tinme horizon, and that the Conpany --

its -- its opinion or its position is that, by
goi ng through the real-tinme market and goi ng

t hrough those | ong averagi ng periods, that it, in
fact, is securing the lowest price for ratepayers
by using this technique.

(Pentz) Fromour view of the historical data and
how t he markets have settled, that -- that's what
we've seen, and that's our current practice in
our proposals.

Thank you. And | just want to el aborate a little
bit on the Conpany's proposal, which is that it's
purchasing in the real-tinme market over a
six-nmonth tinme horizon, and then the prices over
that six-nonth tine horizon, and where we operate
on a six-nonth horizon. But, in fact, the

averaging is really over an 18-nonth peri od,
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because the truer period is 12 nonths. So in ny
m nd, at |east, effectively, you' re averaging
over an 18-nonth period, which really would take
out price -- any price spikes, significantly.
(Pentz) Yes. That's -- that's absolutely
correct, from ny understandi ng.

kay. Thank you. GCkay. Just a couple nore
here, | think.

So how would Unitil approach a failed
auction? If there's, you know, an unacceptable
requi renents contract pricing | evel that woul d
stinmul ate the Conpany to reach out to the
Commi ssion to go to, let's just say, 100 percent
If it was truly a failed auction, how woul d
Unitil approach -- approach that if they -- if
you were to get -- be in that situation, either
now or in the future?

(Pentz) Sure. The way that we approach failed
auctions, from-- frommnmy understanding, there
was a previous Settlenment Agreenent that dictates
we woul d performa secondary auction in case the
first one failed.

It's ny opinion that the -- if the
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first one fails, the second one is probably going
to fail. | nean, you could potentially procure
for shorter tine horizons that nmay expand the

bi dder, you know, pool. But in any case, | nean,
the only route that the Conpany concei vably woul d
go is procuring directly in the spot nmarkets.
Thank you. And |I'mjust gonna | ook at the
techni cal statenments and those nice tabl es that
you presented at the bottom Thank you for that.
It's very clear how the calculation is done.

So -- and | know we're -- we're a few
nmonths in front of -- of the auction process, but
I f we use the period weighted average price of
$61 for the 30 percent tranche, and the -- you' ve
proj ected what woul d happen in the small custoner
group in terns of the wholesale price, and you
probably used a NYMEX forecast or sonething to
determ ne that?

(Pentz) Yes.

kay. Thank you. And then, if -- so if you --
soif the -- if the prices cane in -- and naybe
just rem nd ne of the Conpany's process for

determ ning -- determ ning that unacceptable
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w ndow. Like, at what price, based on those
chart -- just using a firmexanple, what's the
Conpany's process if the bid cane in at an
average of, you know, $125, $150, $300? How does
t he Conpany determ ne that unacceptability
w ndow?
(Pentz) Right. So | think that really gets into
the ratio analysis and | ooking at the forwards
versus what the bid prices are. It's nore of an
art. You know, we don't -- you know, we do have
the ratio analysis that we do submt in the
filings. You know, we don't have a specific
target nunber. It's -- you know, we woul d | ook
at the bids, and, you know, considering market
I nformation, you know, cone up with what we think
Is a prudent decision. You can't fully el aborate
nore on that.
It would probably be unhealthy to do so, because
per haps bidders are listening and m ght -- m ght
get information fromwhere that windowis. So |
understand. | understand your answer.

| just was -- | know you have the

rati os, and you go through that, but then it
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seens |ike there's flexibility that the Conpany
enpl oys to determne, after the ratios are
applied, whether it believes the bidis
unaccept abl e or not.
(Pentz) Yes, that's correct. W have a
hi storical database of all the ratios that we
conpare agai nst. For exanple, we have ratios
fromwhen the markets were highly volatile and
when markets are very stable, |ike they are now,
to | ook agai nst.
Ckay. Thank you. And naybe just to wap up
tactically on that issue. So if the Conpany were
to get bids back that it determ ned were
unaccept abl e, what -- when would the parties and
t he Conmm ssi on know about the Conpany's anal ysis
and deci sion regarding the bids? How quickly
woul d t hat happen?
(Pentz) It would likely be within days.
kay. Thank you.

CHAI RMAN GOLDNER: Ckay. Conm ssi oner
Chat t opadhyay, did you want to have sone
fol | ow up?

CVBR. CHATTOPADHYAY:  Yes.
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CHAI RVAN GOLDNER: Ckay. Thank you.

BY CMSR. CHATTOPADHYAY:

Q So the NYMEX futures that -- that information is
-- where do you get -- where do you get that? |Is
it public? Do you pay anything for it?

A (Pentz) We do not pay anything for it.

Q It is nmy recollection in one of the earlier
default service dockets, it was nentioned that
that information has been discontinued. |'m not

sure, maybe ny understanding is wong, but have

you seen anything |like that?
A (Pentz) Yes. So -- it's, actually, a very
I nteresting question.
So we have typically used a broker t

extract those futures, and I -- a coupl e of

nonths ago, | realized that the prices were stale

on that website, and | | ooked further into it,

(0]

and it was for that exact reason, that that data

was not available on that particular vendor's

websi t e.

W& have since done a search for where

that data is avail able, and we now have that -

the NYMEX futures data avail able to us.
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Can you tell us where?

(Pentz) I -- 1 don't have the nane of that
particul ar website on the top of ny head, but we
do have it.

My question was really, there's no reason for you
to -- that's -- that's confidential information?

Li ke, you know, it's readily avail able. But

we -- but right now, you don't renenber which
websi te?
(Pentz) | don't recall, but I'mfairly certain

It's public information.
Conceptual question. Wth 30 percent
procurenent, what | heard -- correct ne if I'm
characteri zing what you said incorrectly -- is
that, going to the real-tinme market rather than
t he day-ahead narket, it's reasonable. It's not
a big deal. You know, and averagi ng six nonths,
all of that, works out fine.

Is there a percentage, for exanple,
50 percent, that you would be sort of concerned
about the occasional spikes, and you want to deal
with them so nmaybe you should go with the

day- ahead market ?
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(Pentz) | think that's an interesting question,
because | did nention earlier that the default
service loads are actually expected to go down
quite a bit, not up. So although the self-supply
may i nevitably increase -- you know, the, |

guess, exposure to the total -- if we're talking
about total settlement in dollars, that figure

may even go down with self-supply increasing, so

| don't -- if that's the question.
No, that's not. | understand your point, though.
What |"'masking is, for -- for the

custonmers who remain with default service and --
because, for whatever reason, the real-tine

pri ces shoot up, okay, and so | want you to
weigh, like, if that is happening in the

real -time market and doesn't happen in the

day- ahead market, because that's how it works
out -- for exanple, August 1st, that's what
happened, right?

(Pentz) Ckay.

So is there a percentage where you start saying,
maybe we shoul d have gone day-ahead market? So

" mjust tal king about those default service
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cust oners.

A (Pentz) And | guess I'ma little confused.
Because when you had said, is there a percentage,
a percentage of what exactly?

Q Li ke, with 30 percent, you said that continuing
wth the real-tinme market purchases nekes sense.

A (Pentz) | understand the guestion now.

As |'ve said previously, in our view,
when you do 18-nonth averages, six-nonth contract
averages, let's say, for exanple, that the effect
I's de m ninus.

CVSR. CHATTOPADHYAY: Okay. Thank
you.

CHAl RVAN GOLDNER: One | ast questi on,
and we'll take a break and cone back to redirect
so Attorney Davey has sone tine to consult with
her w t nesses.

M5. DAVEY: Thank you.

BY CHAI RVAN GOLDNER:

Q | just want to go back to that |ast question on
the failed auction. So if the Conpany -- you
have sonething that's really in the gray area and

t he Conpany says, that's not a failed auction.
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W're going to take the bid. The bidis quite
hi gh.

You bring that to hearing. The
Conmm ssi on, for whatever reason, says, nho, that
bidis too high. W don't accept that bid.

What woul d -- what woul d happen then?
(Pentz) So just to clarify, this is in the event
where Unitil awards a contract, and then the
Commi ssion reviews the contract pricing and deens
It too high, essentially?
Yes. Let's run with that.
(Pentz) Ckay. Well, inevitably, we would have
al ready signed the contract with the supplier.

And, you know, we do have | anguage in
the contract that kind of gives the Conpany an
out. It's usually two weeks after we receive
final bids, fromwhat |I recall. So there's
contract | anguage to protect the Conpany in case
of any termnations. [It's a very short w ndow,
of course; two weeks.

That said, the whol esale supplier,
upon receiving notice of a canceled contract, my

resist participating in future auctions due to
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the fact that these suppliers take out hedges as
soon as we give themthe award.

We're not exactly sure howthey do it.
But a significant majority of the |oad, from what
| understand, is already |ocked in on their side.
So it could potentially cause | osses for the
supplier, and they nay never participate again,
Is -- fromny understanding from speaking to
suppliers.

And is the Conmm ssion review within that two-week
w ndow?

(Pentz) Yes.

kay. And, yes, | do understand the second part
of your point. | don't have any follow up on
that, but | appreciate the clarification.

CHAI RMAN GOLDNER: Ckay. Gkay. Thank
you. Let's take a quick break, returning at --
woul d 10: 20 be enough tine, Attorney Davey?

M5. DAVEY: Yes.

CHAl RVAN GOLDNER:  Let's return at
10: 20.

(Recess taken.)

CHAl RMAN GOLDNER: Back on the record.
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When the Comm ssion have conpleted their
questions, then we'll nove to the Conpany's
redirect.
M5. DAVEY: The Conpany has no
redirect. Thank you.
CHAIl RVAN GOLDNER: Al right. Thank
you. Okay. Thank you to both w tnesses today.
The wi tnesses are excused, and we'll invite
Dr. Vatter to the stand.
kay. | will now swear in Dr. Vatter.
(Wher eupon, MARC H. VATTER, was
duly sworn by Chai rman Gol dner.)
CHAI RVAN GOLDNER: Thank you. The
Wi tness is available for direct.
MR. KREI'S: Thank you, M. Chairman.
DI RECT EXAM NATI ON
BY MR KREI S:
Q M. Vatter, could you begin by rem nding the
Comm ssion of what it is that you do for a

living?

A (Vatter) I'mthe Director of Econom cs and

Fi nance at the O fice of the Consuner Advocate.

Q And turning your attention to what has been
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mar ked for identification as Exhibit 6, which is
a docunent | abeled Direct Testinony of Dr. Marc
Vatter. M. Vatter, did you prepare the docunent
t hat has been marked as Exhibit 6?
(Vatter) Yes.
And do you have any corrections or updates to
t hat docunent to nake since it was filed on
Sept enber 117
(Vatter) Yes, | would like to thank the
Conmmi ssion again for giving us extra tine to do
this.
In Table 2, the third colunn | abel ed
"Net" should be deleted. 1In the first col um,
the word "Cost" should be changed to "G oss
Cost." And the sane changes should be made to
the corresponding cells in the spreadsheets.
On Bates page 016, Line 15, the words
“the fornmer is negative and" shoul d be del et ed.
And on Bates page 008, Line 14, the
words "nore" and "l ess" should reverse positions.
Thank you. Subject to those corrections, if |
were to ask you all the questions that are laid

out in Exhibit 6, live on the stand today, would
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the answers in Exhibit 6 be the answers that you
woul d give on your live testinony?

(Vatter) Yes.

And so, therefore, do you adopt Exhibit 6 as your
sworn testinony in today's proceedi hgs?

(Vatter) Yes.

Coul d you explain to the Comm ssion why the OCA
Is offering this testinony?

(Vatter) The fuel price shock of 2022 was a
probl em for sonme residential custoners. People
wi th high inconmes and secure jobs handled it
fine, but people who were poor or unenpl oyed had
trouble covering high utility bills. M

testi nony docunents this, and that it was a
problem for a typical custoner, and, therefore,
costly in the aggregate, and proposes a
cost-effective way to hedge the risk of such a
shock in the future.

Notw t hstanding the fact that the shocks |ike

t hat have taken -- taken place in the past, would
your proposal be cost effective and good for
residential custonmers if there were never such a

shock again in the future?
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(Vatter) It would not. Wthout such a shock, the
hedgi ng strategy | propose would not be worth the
risk premumresidential custoners would have to
pay. However, these shocks have been occurring
since 1973, and there are good reasons to expect
themto reoccur, which | explain briefly in ny
testinmony and nore deeply in other testinony and
writings.

And assum ng that you continue to enjoy free
access to the official OCA crystal ball, do you
know when t he next shock of that curve wll
happen?

(Vatter) | do not know, and even the Organization
of Petrol eum Exporting Countries does not know.
Therefore, what | propose would only work if it
were commtted to long term

Coul d you, maybe in terns that a smart

under graduat e coul d understand, briefly explain
what it Is you' re suggesting the Conm ssion and,
ultimately, this Uility do?

(Vatter) | propose that the Conpany purchase

el ectric coommodity three years in advance using

futures contracts at the Mass Hub, rather than
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maki ng the spot purchases being integrated into
default procurenent, beginning with delivery in
August of 2028.

The futures market did not price the
shock of 2022 into its prices in 2019, and |
estimate, fromhistorical data, and explain why
there is a three-year cycle in prices for natural
gas that drives LMPs at the Mass Hub.

G ven that your proposal is that Unitil acquire
futures contracts for delivery beginning in
August of 2028, is there any reason the Conpany
shouldn't do that for delivery before August of
20287

(Vatter) Not at this time, since there is no such
pri ce shock now baked into the futures curve
during the next three years, though one could
occur. The shock of 2011, when OPEC hel d back
production after Libya went offline, occurred

| ess than three years after the shock of 2008.
M. Vatter, | learned a new termthis norning
that applies to futures market, and that termis
"“open interest."

Coul d you explain what that term
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means?

(Vatter) Open interest is the nunber of positions
outstanding in the futures market. It's distinct
fromtrading volune. | was asked | ast week

whet her the market at the Mass Hub coul d handl e
the quantities of procurenent that |I'm proposing,
and | have to say, notw thstanding the fact that

| do adopt this testinony, thereis -- | --
although I -- | said last week that | did not
have vol unmes, and | do not have vol unes, but |
found access to open interest.

And so can you give us an exanple of open

I nterest over three years with the peak futures
contract at the Mass Hub, just to give the

Comm ssi on and everybody el se an idea of how this
actually works?

(vVatter) I wll. So, for exanple, on a
particul ar tradi ng day, Cctober 16th, 2019, |

| ooked at open interest over the strip for the
ensuing three years. Open interest per nonth
averaged 62, 000 negawatt hours over the first
year of the strip, 45,000 negawatt hours over the

second year, and 21,000 negawatt hours over the
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third year.

According to its annual report,
Unitil's residential sales averaged 57 negawatt
hours per nonth in 2022, 30 percent of which is
17,000 negawatt hours. That is nost of the open
I nterest for that year, but a fourth of open
Interest in 2020. And the higher open interest
I n 2020, or should |I say for 2020, indicates that
counterparties would be there if Unitil took
positions for the third year, but only for
sonet hi ng well under 30 percent of the | oad.

This information suggests that our
proposal should be applied to nodest ampunts of
load initially and to | arger anounts of |oad as
the futures market at the Mass Hub thickens.

That said, the risk of a global fue
pri ce shock could al so be hedged at Henry Hub,
where Unitil's positions would represent a small
fraction of open interest and vol une.

M. Vatter, you -- and |'m sure the Conm ssioners
will recall that, at the -- at |east one of the
default energy service hearings that the

Comm ssi on conducted | ast week when it heard
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default service proposals from Eversource and
fromLiberty, there was sone di scussi on of what
the Community Power Coalition of New Hanpshire
does. And that, | suppose, is potentially

I nportant, because the Community Power Coalition
of New Hanpshire is already the second bi ggest

| oad servicing entity in the state, and is on its
way to potentially becom ng the biggest |oad
serving entity in the state.

And, at sone point, there was a
gquesti on of whether the Community Power Coalition
of New Hanpshire, as a -- as a provider of
default energy service to the custoners it's
serving, takes positions in the futures markets.

Do you happen to know if the CPCNH
does that?

(Vatter) | do. | renmenber the question came from
Chai rman Goldner. | attended the board neeting
of CPCNH Thursday, and | |learned the answer to

t he question, which the short answer to the
guestion is yes. In so doing, they assune risk,
but it enables themto nake their offerings nore

attractive to custoners, including residential
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cust oners.

At the OCA, we like this. And we are
proposing that Unitil do sonmething simlar. CQur
viewis that retail conpetition has failed
residential custoners, because there is an
econony of scale in the whol esal e purchase and
retail resale of electric commodity, which we
docunented in our letter to the Comm ssion on
April 3rd.

The form of conpetition we still see
as beneficial to residential custoners is between
two types of providers of default service: |0OUs
and aggregators, because they both buy and sell
in large quantities.
| QU being investor-owned utilities?

(Vatter) Investor-owned utilities, yes.

And, finally, you heard, | assune, M. Pentz
testifying on behalf of Unitil that one of the

I ssues that Unitil has with the proposal that you
make in your testinony is that it shifts risks
fromsuppliers of default service to the Uility
Itself, something he said was not acceptabl e.

Does what you're proposing shift risk
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fromthe custoners to the Conpany?
(Vatter) Yes, but on an expected basis. The
gross cost of commodity to the Conpany is | ower.
| would like to add that, in terns of
load risk -- which | comment on toward the end of
nmy testinony. O course, there are tinmes when
the market is up and when the market is down. It
tends to be twice as high half the tine, and half
as high -- sorry -- twice as high a third of the
time, and half as high two-thirds of the tine,
| ooki ng at ny dat a.

But if -- if you are losing load to --
if the Conpany is losing |oad to aggregati on,
It's going to have sone advance notice. And so
that does give it a window of tinme wthin which
to wait for the market to go up to settle
out standi ng futures contracts.

MR. KREI'S: Thank you, M. Vatter.
Those are all the questions | have on direct, so
the witness is now avail able for
Cross- exam nati on.

CHAl RMAN GOLDNER:  Thank you. W'l

nove now to Unitil cross.
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MS. DAVEY: W have no cross at this
time. Thank you.

CHAl RVAN GOLDNER: Okay. And we'l |
nove now to the New Hanpshire Departnent of
Ener gy cross.

MR. YOUNG The Departnent of Energy
al so does not have cross at this tine.

CHAl RMAN GOLDNER:  All right. And
we'll nmove now to Conm ssi oner questions,
begi nning with Commi ssi oner Chattopadhyay.

BY CVBR. CHATTOPADHYAY:

Q Still good norning. |f nmuch of the | oad noves
to community power, regardless of whether it's
CPNH [SIC] or otherwise, would it still be true
that an 1 QU offering has enough legs to it that
It is providing a conpetitive, you know,

alternative?

A. (Vatter) Yeah, the less |load the I QU serves, the

| ess conpetitive it can be because of the econony
of scale. So if the Conmpany -- or the Commi ssion
woul d |'i ke the Conpany to conpete with

aggregators, inasnmuch as load is noving from | OUs

to aggregators, the sooner, the better.
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Your proposal was for, you know, purchase three
years ahead --

(Vatter) Yes.

-- essentially. Do you think that is far enough
that the issue that |I'mraising can becone a
reality? Meaning, if you wait for three years,
by that tinme, there's -- the markets are going to
be so thin that this kind of proposal probably
will work only once if you go ahead and do it
this tinme?

(Vatter) I"'mnot sure | follow. | nean, in the

exanpl e | gave, the market was thinner three

years out the strip. |Is that what you nean?
Yes. But -- but |I'm asking a conceptual
questi on.

(Vatter) Sure.
Let ne try again. And I'mtrying to go to the
poi nt that you're naking about conpetition
bet ween | QU and conmmuni ty power aggregation.

What |"msaying is, if you have
futures purchases right now that are effective
three years, you know, into the future, given the

uncertainties and given how things may play out,
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that may not be very useful, as opposed to if you
go just one year down the road. I'mstill trying
to understand that.

(Vatter) So the idea is, within the three years,

t he Conpany mght |lose a |lot of |oad, and -- and
then after that, they're not serving enough | oad
to be conpetitive, yeah

| nmean, | think that's -- that's a
valid question. And, you know, given that the
futures market is -- the curve does not currently
have a shock baked into it, it could provide
reason to start doing futures purchases sooner.

CMSR. CHATTOPADHYAY: Ckay. Thank
you. That's all | have.

CHAl RVAN GOLDNER:  Thank you. | just
want to thank Dr. Vatter and the OCA on the
followup on the prior question. | appreciate
that. That was hel pful.

| have no further questions, and we
can go back to the Consuner Advocate for any
redirect.

MR. KREIS: No redirect, M. Chairmn.

Thank you.
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CHAI RVAN GOLDNER:  Okay. Al right.
Thank you, Dr. Vatter. Dr. Vatter is now
excused.

Heari ng no objections, the Comm ssion
will now strike identification on Hearing
Exhibits 5 and 6 and enter theminto evidence.

(Exhibits 5 and 6 adm tted.)

CHAl RVAN GOLDNER:  Are there any ot her
matters requiring our attention before noving to
brief closing statenents?

M5. DAVEY: None fromthe Conpany.

MR. YOUNG None fromthe Departnent.

CHAI RVAN GOLDNER:  And none fromthe
Consuner Advocate, | think, as well, correct?

MR KREIS: Correct.

CHAl RMVAN GOLDNER: Ckay. Very good.

"Il nowinvite the parties to nake
brief closing statenents on the record, beginning
with the Departnent.

MR. YOUNG Thank you, M. Chairnman.
The DCE appreciates the opportunity to share its
considerations with the Comm ssion today as wel |

as in our letter filed in this docket earlier.
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The Departnent al so appreciates the
testi nony of the Conpany w tnesses as well as
Dr. Vatter. It is very clear that Dr. Vatter --
Dr. Vatter has put quite a bit of tine into his
testi nony.

The DCE continues to recomend t hat
t he Comm ssion proceed with caution in making
changes to energy procurenent in the State. As
we did here today, the Conpany hasn't really
quite had a chance to, | guess, thoroughly review
and present to the Comm ssion the financial
I npacts of previous self-supply periods. So,
guess, building in sone tinme for the Conpany to
review reconciliation figures, working capital
I npacts, m ght be warranted.

Additionally, given the Conpany's
antici pated reduced small custoner |oad due to
the October 2024 inplenentation of the Concord
Communi ty Aggregation, the Departnent does
support the Conpany's proposal to acquire from
the real-time market, as this may be a useful
conparison wth other simlarly situated

utilities that are acquiring their energy in the
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day- ahead market .

| f any such review period is
considered, that will also |ikely provide an
opportunity to nore thoroughly review and anal yze
the benefits and costs of entering the futures
mar ket, as proposed by the OCA. Thank you.

CHAI RMVAN GOLDNER:  Thank you, Attorney
Young. We'll turn nowto the Ofice of the
Consuner Advocat e.

MR. KREI'S: Thank you, M. Chairnman.

Qur position is pretty simlar to the
Departnent's. W continue to think that reliance
on a futures market, rather than the spot narket,
for acquisition of default service is the better
play for residential custoners, and so,
t herefore, our recommendations to the Conmi ssion
woul d be to not nove this or any other utility
farther into spot purchase but, rather, evaluate
how t hat has been going, given that we're in the
first procurenment period that includes spot
pur chases, and then take stock, neanwhile
adopting Dr. Vatter's proposal and having the

utilities begin the process of analyzing how t hey

AVICORE Reporting & Video
15 Congtitution Drive, Suite 1A, Bedford, NH 03110 * (603) 666-4100




10

11

12

13

14

15

16

17

18

19

20

21

22

23

78

woul d make futures purchases.

| will say that | listened to
M. Pentz's testinony, and simlar to the
Departnent of Energy, | did find persuasive his
expl anation as to where Unitil has parted conpany
wthits fellow | OUs and has decided to nmake its
purchases only in the spot market. And | think,
as M. Young just said on behalf of the
Departnent, that wll nake an interesting
conpari son in the next procurenent period, in
particular, to see whether one of those
approaches becones denonstrably better than the
ot her.

And since | didn't hear Unitil say it
woul d absol utely refuse to consider whether the
ot her approach, day-ahead purchases, is better,
if there's evidence to that effect, | think it's
reasonabl e for the Comm ssion to not require each
of the three utilities to do exactly the sane
thing. So | think some experinentation is a good
t hi ng.

| think that's all | have to say.

Thank you for this interesting hearing.
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CHAl RMVAN GOLDNER:  Thank you, Attorney
Kreis.

We'll turn now, finally, to the
Conpany.

M5. DAVEY: The Conpany simlarly
appreciates the tine of the Conm ssion, the
Departnent of Energy, and the Ofice of the
Consuner Advocate today.

As stated in Unitil's wtness
statenment, the Conpany proposes to increase the
mar ket tranche to 30 percent, in order to conply
with the Commi ssion's order. The Conpany's
proposal to procure through the real-tine market
is clearly within the bounds of the Conmm ssion's
directive first outlined in the order in 23-054,
whi ch explicitly calls out the real-tine market,
and the Comm ssion's directive outlined in
24- 065, which directed the Conpany to submt a
proposal along the lines of that approved in the
previ ous order.

The Conpany believes that the 30
percent procurenent target conplies with the

Commi ssion's directives, while maintaining the
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| east amount of direct nmarket exposure in this
still relatively newto-the-Conpany nethod of
procuring basic service.

As made clear by our proposal here, we
are certainly open to procuring portions of the
Conpany's default service as directed by the
Comm ssi on.

As you heard fromthe w tnesses today,
t he Conpany does have concerns regarding the
viability of inplenentation and feasibility of
the OCA' s proposal and cannot support it at this
tinme.

And al t hough the w tnesses have read
the OCA' s testinony and were able to offer
prelimnary reactions, | would note that the
testi nony and acconpanyi ng schedul es are
extrenely in-depth, and the Conpany has not been
able to fully vet it during the course of this
somewhat shortened tineframe, which is due to the
timng of our next solicitation.

The Conpany does require sufficient
time to prepare to inplenent the proposed

expansi on of the market-based procurenent and

AVICORE Reporting & Video
15 Congtitution Drive, Suite 1A, Bedford, NH 03110 * (603) 666-4100



10

11

12

13

14

15

16

17

18

19

20

21

22

23

81

woul d, therefore, respectfully request the
Comm ssion review and rule on this proposal by
Cct ober 7th.

| would note that our technica
statenent said October 5th, which is a Saturday,
and so |'mcorrecting that to October 7th.

And as discussed by M. Pentz's --
during M. Pentz's testinony, should the
Comm ssion direct the Conpany to change nethod in
procuring the market-based tranche, the Conpany
woul d require additional tinme to inplenent those
changes, and woul d not be able to inplenent those
changes by the tinme of this next solicitation.
And that's the current -- the current anal ysis of
that. And that's all | have. Thank you.

CHAI RMVAN GOLDNER:  Thank you, Attorney
Davey.

The Comm ssion will take the matter
under advi senent and render its ruling on the
Unitil proposal by Cctober 7th.

The hearing i s adjourned.

(Wher eupon, the proceeding

adj ourned at 10:53 a.m)
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