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PROCEEDI NG

CHAIRMAN GETZ: Okay. Good afternoon.

We'll open the hearing in Docket DW 10-091. On M
2010, Pennichuck Water Works filed schedules and
supporting a proposed rate increase and a Petitio
Temporary Rates. We issued an order on June 4, 2
suspending the proposed tariffs and scheduling a
prehearing conference. A prehearing conference w
on July 14, and subsequently a secretarial letter
issued approving a procedural schedule, including
hearing on temporary rates for this afternoon. W
received on September 8 a Settlement Agreement be
Staff and Pennichuck Water Works that will be the

of the hearing this afternoon.

Can we take appearances please.

ay 7,
materials
n for

010

as held

was

tween

subject

MS. KNOWLTON: Good afternoon, Chairman

and Commissioners. My name is Sarah Knowlton. |
the McLane law firm. And, I'm here today for Pen
Water Works, Inc. And, with me from the Company

Bonalyn Hartley, Donald Ware, and Charles Hoepper

CHAIRMAN GETZ: Good afternoon.

'm with
nichuck

today is

MR. ALEXANDER: Good afternoon. John

Alexander, with Ransmeier & Spellman, on behalf o

Anheuser-Busch.

f
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CHAIRMAN GETZ: Good afternoon.

MS. HOLLENBERG: Good afternoon. Rorie
Hollenberg, here for the Office of Consumer Advoc ate, and
with me today is Ken Traum.

CHAIRMAN GETZ: Good afternoon.

MS. THUNBERG: Good afternoon. Marcia

Thunberg, on behalf of Staff. With me today is M ark
Naylor, Jim Lenihan, and Jayson LaFlamme. And, t oday, the
Company and Staff would like to present a panel, the
witnesses comprised of Ms. Hartley, Mr. Ware, and Mr.
Naylor. And, we would ask that we be allowed to do our
direct and friendly cross, and then have the pane | opened
up for cross by the other parties, just for effic iency for

today's hearing.
CHAIRMAN GETZ: Okay. Thank you. Sir.
MR. MEIGHAN: I'm Patrick Meighan with

the Nashua Telegraph

CHAIRMAN GETZ: Okay. Thank you.
Ms. Knowlton, are you ready to proceed?
MS. KNOWLTON: | am. One procedural

matter. The Company would ask that the following

documents be marked for identification: Exhibit 1 would
be the Company's Petition for Temporary Rates, an d the
Prefiled Direct Testimony of Mrs. Hartley and Mr. Ware in

{DW 10-091} [RE: Temporary Rates] {09-15-10 }
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[WITNESS PANEL: Hartley~Ware~Naylor]

support of temporary rates; and then Exhibit 2 is t

he

Settlement Agreement that's before the Commission today,

dated September 8th, 2010.
CHAIRMAN GETZ: They will be so marked.
(The documents, as described, were
herewith marked as Exhi bit 1and
Exhi bit 2, respectively, for
identification.)
MS. KNOWLTON: With that, the Company

calls Donald Ware and Bonalyn Hartley.

(Whereupon Bonalyn J. Hartley, Donald L.

Ware,and Mark A. Nayl or were duly
and cautioned by the Court Reporter.)
BONALYN J. HARTLEY, SWORN
DONALD L. WARE, SWORN
MARK A. NAYLOR, SWORN
DI RECT EXAM NATI ON
BY MS. KNOWLTON:
Q. Good afternoon, Mr. Ware. Would you please sta
full name for the record.
(Ware) My name is Donald L. Ware.
By whom are you employed?

(Ware) I'm employed by Pennichuck Water Works.

o » o »

What is your position with the Company?

sworn

te your
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[WITNESS PANEL: Hartley~Ware~Naylor]

> 0o » 0 » O » O >» O 2>

(Ware) | am President of Pennichuck Water Works
How long have you been with the Company?
(Ware) I've been with the Company for 15 years.
Good afternoon, Ms. Hartley.
(Hartley) Good afternoon.
Would you please state your full name for the r
(Hartley) Bonalyn J. Hartley.
By whom are you employed?
(Hartley) Pennichuck Water Works.
In what capacity?
(Hartley) Vice President of Administration and
Regulatory Affairs.
How long have you worked for the Company?
(Hartley) Thirty-one years.
Mr. Ware and Ms. Hartley, I'll start with you,
would look at the documents that have been marked
Exhibit 1 today. Do you have those before you?
(Ware) Yes.
I'll start with you, Mr. Ware. If you would lo
the Joint Prefiled Direct Testimony Regarding Tem
Rates, that is sponsored by you and Mrs. Hartley,
that testimony prepared by you or under your dire
(Ware) Yes, it was.

Is it true and correct to the best of your beli

ecord.

if you

as

ok at
porary
was

ction?

ef?
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[WITNESS PANEL: Hartley~Ware~Naylor]

o > O >

>

A.

o » 0 » 0 *

(Ware) Yes, itis.
Do you have any corrections to that testimony?
(Ware) No.
If I were to ask you the questions in your test
today, would the answers be the same?
(Ware) Yes.
Mrs. Hartley, looking at that same testimony, w
prepared by you or under your direction?
(Hartley) Yes, it was.
And, to the best of knowledge, is it true and ¢
(Hartley) Yes.
Do you have any corrections to make to your tes
(Hartley) No, | do not.
If I were to ask you the questions in your test
today, would the answers be the same?
(Hartley) Yes.
Ms. Hartley, I'll start with you. Are you fami
with the Settlement Agreement that's been marked
"Exhibit 2"?
(Hartley) 1 am.
Was that Settlement Agreement -- the formulatio
that Settlement Agreement a process that you
participated in?

(Hartley) Yes, it was.

imony

as that

orrect?

timony?

imony

liar

as

n of
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[WITNESS PANEL: Hartley~Ware~Naylor]

And, Mr. Ware, is that the case for you as well
(Ware) Yes.

Mrs. Hartley, was this Settlement the result of

compromise between the Company and the Staff of t

Commission?

(Hartley) It was.

If you would walk us through the Settlement Agr
starting with Page 2, Section Ill, "Terms of
Agreement”.

(Hartley) The Settlement Agreement proposes a
10.81 percent increase for purposes of temporary
resulting in a revenue requirement of $2,604,524.
And, the $2,604,524, those are the additional r
that will be generated by the temporary rate incr
(Hartley) That is correct.

Mr. Ware, what are the primary drivers behind t
that need for an increase?

(Ware) There are really three primary drivers.

is the Company's continued investment in both the
completion of its upgrade to its water treatment
and also replacement of aging infrastructure. Si
the last rate case, the Company has spent about 4
million to complete the treatment plant, and an

additional slightly over 6 million to replace agi

he

eement,

rate,

evenues

ease?

hat,

First

plant,

nce

ng
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[WITNESS PANEL: Hartley~Ware~Naylor]

10

infrastructure.

Additionally, as mentioned in the PAC

rate case, we've seen a reduction in overall
consumption that's occurred, and this is what we
"base consumption”, non-wintertime consumption, a
overall decrease of 17 percent. But, to kind of

into buckets, residential consumption over the la
three years, during the winter months, so, in bas
consumption, is off by about 9.3 percent. Commer
consumption is off by about 7 percent over the sa
three-year period. And, industrial consumption,
exclusive of Anheuser-Busch, is down over 34 perc
So, a large reduction in consumption. And, also,
seen some increase in operating expenses, primari
one of the biggest one is property taxes, which a
about $410,000.

If you would look at the last page of Exhibit 2

is the rate schedule for non-metered customers.
that rate schedule reflect anywhere that decrease
consumption that you were just describing?

(Ware) Yes. If you look at the "Average Single
Residential Usage", you know, it showed the "9.53
hundred cubic feet per month, that was from the |

case. And, it's currently at "7.88" hundred cubi

call

put it

st

cial

me

ent.

we've

re up

, which

Does

Family

ast
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[WITNESS PANEL: Hartley~Ware~Naylor]

11

A.

feet.

Ms. Hartley, what does the Settlement Agreement
with regard to the design of the rates for a temp
rate purpose?

(Hartley) The Company has filed a cost of servi

with the case. However, we've agreed to maintain
present rate design, and to recover the revenues
pro rata basis from all customers.

When would the temporary rates take effect, bas
the Settlement Agreement?

(Hartley) June 16th, 2010.

Okay. And, if you would look at Paragraph IIl.
Settlement Agreement, which is on Page 3 of 5.
(Hartley) Yes.

This language in Section III.C, as the agreemen
filed with the Commission, provides for a recoupm
the difference should temporary rates be approved
the Commission from June 16th forward, to the dat

the order putting rates into effect. Is that lan

that the Company has made any changes to since th

document was filed?
(Hartley) Yes. In efforts to compromise, and i
incident, the Company has agreed that we will

eliminate, and with Staff, to eliminate the langu

provide

orary

ce study

its

ona

ed on

C of the

t was

ent of

by

e of

guage

n this

age
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[WITNESS PANEL: Hartley~Ware~Naylor]

12

subsequent to where it says "rendered on and afte
June 16, 2010", we would put a period there, and
would propose to eliminate "and will be recouped
customers in equal installments over a five month
period."
Are there any other changes to the Settlement A
that you're aware of?
(Hartley) No.
And, is it your understanding that, with that |
being struck from the Agreement, that the Company
recover those revenues from June 16th, 2010, betw
that date and the date of an order approving temp
rates, should the Commission issue such an order,
that would be recovered at the conclusion of the
when permanent rates were put into effect?
(Hartley) Yes. It was my understanding that th
be the process.
Okay. The Settlement Agreement refers to an ef
date as "service rendered on and after June 16, 2
What is the basis for that date?
(Hartley) The customers in Pennichuck Water Wor
noticed in four different methodologies. The fir
on June 16th, 2010, which we processed a display

concert with the Consumer Affairs Division here a

we

from

greement

anguage
would
een
orary
that

case,

at would

fective

010."

ks were
st was
ad, in

t the

{DW 10-091} [RE: Temporary Rates] {09-15-10




10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

13
[WITNESS PANEL: Hartley~Ware~Naylor]

Q.

A.

PUC, and that was published in the Nashua Telegraph on
June 16th. As well as the original order was pub lished
in the Telegraph on June 16th. In addition to that, on

June 16th, postmarked, | want to make sure that t hat's

clear, there was a mailing to every customer in

Pennichuck Water Works, they got a copy of the or iginal
order, and a cover letter went with that. In add ition
to that, subsequent to that, around the July time

frame, | believe it was around July 12th, the Com pany

has traditionally sent out newsletters to its

customers. And, as part of that, not that it's o n

file, but just to let you know that we also notif ied
customers about our request for the rate increase and
the amount and why, and the drivers for that incr ease.
So, the customers of Pennichuck Water Works reall y have

been noticed in four different methodologies.

If you would turn to the Report of Proposed Rat e
Changes, which is the page that follows Page 5 of 5 of
the Settlement Agreement.

(Hartley) Yes.

Do you have that before you? What does this -- what
does this report show?

(Hartley) Well, again, the Company is asking fo ran

overall increase or proposing in the Settlement w ith

{DW 10-091} [RE: Temporary Rates] {09-15-10 }
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[WITNESS PANEL: Hartley~Ware~Naylor]

14

Staff an overall increase of 10.8 percent. And,
proposed -- this Report of Proposed Rate Changes
the overall effect of the 10.8 percent. Certain
contracts are not subject to increase, they're fi

and, therefore, they do not show an increase here
which creates a slight variation for the increase
10.85 percent. For example, the "General-Metered
customers, we're proposing rates at "$21,191,255"
increase of "$2,074,200", resulting in an effecti

increase of "10.85 percent".

And, then, similarly, as we go on down

through, the "Private Fire Protection" would also
receive an effective increase of "10.85 percent",
$92,483 increase. The Public Fire Hydrant accoun
would receive a "10.85 percent” increase, or an
effective increase of $305,663. "Anheuser-Busch"
receive also a "10.85" effective increase, or a
"$93,532" increase. And, then, because there is
increase to the contracts, there would be no incr
for the Milford contract, but there would be an
increase for the component of the Milford contrac
the Volumetric Charge, which would then also be a
effective increase of "10.85 percent”, or "$9,527

And, then, there's a component of the Hudson cont

this

shows

xed,

to

, an

ve

ora

ts

would

no

ease

t for

ract
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[WITNESS PANEL: Hartley~Ware~Naylor]

15

that is not subject to the increase, because it i
fixed. But they also have a volumetric component
which would also have an effective increase of
"10.85 percent”, or "$28,880". The total overall
increase is "$2,604,285", and 10.81 percent, in t
case, there was some surrounding, | guess, so it
as "10.8".
If you would turn to the next page, this appear
reflect a calculation of the rate impact on a typ
residential customer. Can you walk us through th
calculation?
(Hartley) Yes, I'd be glad to. Currently, the
residential customer, utilizing a 5/8ths meter, h
monthly charge of $18.18. The 10.80 percent incr
would result in "20.15 percent". And, the averag
consumption for the -- current average consumptio
the Pennichuck Water Works residential customer i
"7.88" hundred cubic feet. Utilizing that as a
component for multiplying the volumetric rate at
"$3.21", this will result in a "$25.29" increase,
average, per month for the volumetric component.
total monthly bill will increase from "$41.03", o
average, to "$45.44". Annualized, that would res

an increase from "$492.36" to "$545.28". The

his

shows

sto
ical

at

average
asa
ease
e

n for

on an
The
nan

ultin
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[WITNESS PANEL: Hartley~Ware~Naylor]

16

incremental increase for the residential customer
single family in Pennichuck Water Works, is
approximately "$4.41" per month, and annualized

"$52.92".

Q. The pages that follow the proposed rate impact

residential customers, are these the tariff pages
Pennichuck Water Works' various customer classes?

(Hartley) Yes, itis.

And, what do these tariff pages reflect?

A. (Hartley) They reflect the proposed temporary i

of 10.81 percent. And, the first -- the first pa

the General-Metered rate. And, it shows the curr
rate, plus the proposed temporary increase for ea
the meter sizes, as well as the Volumetric Charge
"$2.90", with an increase to "$3.21" per hundred
feet. And, then, on the next page, we have the
Municipal Rate [ Fire? ] Protection Service for fire
protection, and that shows the increases from --
each hydrant connected to the distribution system
"17.16" per month to "19.02" per month. And, the
charge for an inch-foot unit for the size pipes f
Public Fire Protection. And, that increases from
"0.11828" per year to "0.13111" per year.

And, then, we also have a schedule

on

for

ncrease
geis
ent
ch of
of

cubic

for
, from
n, we

or the
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[WITNESS PANEL: Hartley~Ware~Naylor]

17

showing the Private Fire Protection rates, and th
increases for the three different components rega
Private Fire Protection: An increase to "61.74"

the four-inch; the six-inch increases to "103.60"

the eight-inch increases to "152.53". And, then,
finally, the page that we had referred to previou

a "temporary" -- well, it's a flat rate for servi

that temporarily are waiting to have meters set.

it's based on, again, the average consumption tha
used by a single family residential customer. An
that results in a proposed increase of -- to "45.

per month, from "45.82". Oh, and the reason, thi
an interesting schedule, because, in the current

if you see the "9.53" as Mr. Ware has demonstrate
actually, the flat rate's going to go down. | wa

to correct that. And, that's because the average
single family residential customer usage has gone
to "7.88" hundred cubic feet per month. So, in o
last case, we were experiencing "9.53" hundred cu
feet per month, and now we're experiencing "7.88"
hundred cubic feet, actually results in a decreas
the flat charge.

Mrs. Hartley, if the Commission approves the Se

Agreement that's before it, and puts temporary ra

rding
for

:and

sly is
ces
And,

t's

44"

Sis

rate,

nted

down
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[WITNESS PANEL: Hartley~Ware~Naylor]

18

A.

Q.

A.

A.

into effect, at the conclusion of this case, when
permanent rates are put into effect, would there
reconciliation between those permanent and tempor
rates?

(Hartley) Yes.

How does, in a general sense, can you describe
Company conducts that reconciliation?

(Hartley) Yes. The Company's computer system ¢
calculate on an individual basis, for each custom
what that reconciliation would be. In some cases
customers might get a refund and, in some cases,
customers may be extra charged. It's an extremel
way of reconciling the differences between perman
and temporary rates.

Mrs. Hartley, in your opinion, is the Settlemen
Agreement, as proposed, will it result in just an
reasonable rates?

(Hartley) Yes.

And, Mr. Ware, do you have an opinion about tha
(Ware) Yes. | believe that it will result in |
reasonable rates.

And, Mr. Ware, do you believe that the Settleme
Agreement is in the public interest?

(Ware) Yes, | do.

be a
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how the
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19
[WITNESS PANEL: Hartley~Ware~Naylor]

Q. And, Mrs. Hartley, do you have an opinion about that?
A. (Hartley) Yes, | do.
MS. KNOWLTON: | have no further
guestions for the witnesses.
CHAIRMAN GETZ: Thank you.
BY MS. THUNBERG:
Q. Mr. Naylor, I'd like to get your name and
responsibilities for the Commission on the record
please.
A. (Naylor) Yes. My name is Mark Naylor. I'm the
Director of the Gas and Water Division.
Q. And, what are your responsibilities as Director of the
Gas and Water Division? Could you explain please
A. (Naylor) I'm responsible for all of the staff's work

product and managing the Staff in that division.

Q. Can you please describe your involvement with t his
docket?
A. (Naylor) Yes. I've reviewed the Company's fili ng, both

the permanent rate filing and the temporary rate
filing, and all of the testimony and the schedule s, and
participated in discovery.

Q. Did you review what we consider the books and r ecords
on file with the Commission?

A.  (Naylor) Yes. That would be the Company's 2009

{DW 10-091} [RE: Temporary Rates] {09-15-10 }
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[WITNESS PANEL: Hartley~Ware~Naylor]

20

o > O 2

operating results. And, | did review those resul
Did you participate in the preparation of a set
agreement?
(Naylor) Yes.

And, we've had marked for identification as "Ex
a settlement agreement. Is that the document tha
participated in?
(Naylor) Yes.

And, you're familiar with the terms of that doc
(Naylor) Yes, | am.

Ms. -- actually, | don't know if it was Mrs. Ha

Mr. Ware that talked about a correction to the

Settlement Agreement. And, are you aware of that

correction?
(Naylor) Yes, | am. On Page 3, Paragraph C, St
the Company agreed to strike certain language.

And, I'd like you to briefly state what is Staf

reasons for recommending the Commission approve a

temporary increase in the Company's revenue requi

and the resulting rates?
(Naylor) Well, from our review of the test year

results, it is clear that, based on the reports o

with the Commission, the Company is experiencing

revenue deficiency. And, also, based on the Comp

ts.

tlement

hibit 2"

tyou

ument?

rtley or
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[WITNESS PANEL: Hartley~Ware~Naylor]

21

calculation of its request for permanent rate, we
that the temporary rate the Company sought in its
Temporary Rate Petition was reasonable. And, tha
why we have entered into this Agreement, to recom
that rate to the Commission.
Does Staff have any concerns that the temporary
if approved by the Commission, will put the Compa
an over earnings situation?
(Naylor) No.
And, are there any benefits to the customers fo
the temporary rate in place?
(Naylor) It's certainly going to help mitigate
potential rate shock. As | indicated, based ont
Company's permanent rate request, this temporary
would help to step up rates during the period tha
review the permanent request. So, it would certa
help to mitigate the potential rate shock.
I'd like to move onto the effective date of tem
rates, and have you provide Staff's basis for agr
to that date.
(Naylor) As Ms. Hartley had indicated earlier,
the date that all of Pennichuck Water Works' cust
were notified of the rate filing. And, that has

certainly become practice in recent years with re

felt

mend

rate,
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he
rate
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eeing
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[WITNESS PANEL: Hartley~Ware~Naylor]

22

A.

to the establishment of an effective date for tem
rates.

With respect to the reconciliation or recoupmen
cited on Page 3 of the Agreement, can you please
describe, from Staff's perspective, when that
recoupment or reconciliation happens, what's the
process?

(Naylor) Well, the Company would, upon receivin
order with respect to final rates, permanent rate
Company would go through a process of comparing t
revenues that it received during the period tempo
rates were in effect, with the revenues that it w
have received if permanent rates were in effect f
that same period, calculate the difference. And,
either refund dollars to customers or recoup doll
from customers over a reasonable period following
conclusion of the case.

And, would the refund or recoupment require add
Commission approval?

(Naylor) Yes, it would.

And, with respect to rate design, the Company a
have agreed to not change the rate design. But,
that -- if the rate design is changed for permane

rates, will that be a problem in calculating the

porary
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A.

A.

recoupment or refund?

(Naylor) No, it should not be a problem. Depen ding on
the Commission's order, and what the Commission s ays in
that order, assuming that it adopts a different r ate
design from that which has been in effect until t his
case, the temporary rate reconciliation would be done

under the rate design ultimately approved by the

Commission.

And, the last question | have concerns the rate s that
are attached to the Agreement in the form of the tariff
pages. Is Staff's position that these rates will be --

are just and reasonable?
(Naylor) Yes, it is.
MS. THUNBERG: It appears that Staff and
the Company are done with their direct and friend ly cross.
CHAIRMAN GETZ: Thank you. Mr.
Alexander, any questions for the witnesses?
MR. ALEXANDER: No questions. Thank
you.
CHAIRMAN GETZ: Thank you.
Ms. Hollenberg.
MS. HOLLENBERG: Thank you. Good
afternoon.

WITNESS HARTLEY: Good afternoon.
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MS. HOLLENBERG: | just have a few

guestions.
CRCSS- EXAM NATI ON

BY MS. HOLLENBERG:

Q. Ms. Hartley, would it be correct to say that th
Company included certain pro forma adjustments to
revenues in its permanent rate filing?

(Hartley) That's correct.

Q. And, they're approximately a million -- $1.15 m
would you agree with that?
(Hartley) That's correct.

Q. And, would you also agree that those adjustment
to the, in part, relate to the increase from the

rate case, DW 08-073?
(Hartley) Correct.

Q. And, also, in part, related to the change to th
service fees that Pennichuck implemented across a
affiliates?

(Hartley) That's correct.

Q. Thankyou. And, would you agree that those rev
adjustments are not included in the calculation o
temporary rate proposed today?

A. (Hartley) No, they're not. The temporary rates

based on the test year.
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Okay. Thank you. Ms. Hartley, are there any e
domain costs included in the temporary rate propo
today?

(Hartley) No.

Thank you. Mr. Ware -- I'm sorry, Mr. Naylor,
could just ask you a couple of questions. You
testified earlier today, in the temporary rate he

in the PAC case, DW 09-090
downside to the temporary recoupment that was inc
and stricken from the -- subsequently stricken fr
Settlement Agreement. Do you recall that?
(Naylor) Yes, | do.

And, would it be fair to characterize that down
being the likelihood that the rate increase would
actually be greater than 10.8 percent for the fir

five months that those temporary rates were in ef
is that correct?

(Naylor) That is correct.

And, it's possible, would you agree, that, if t
permanent rates were not established by the end o
those five months, that the rates would go down a
point to 10.8 percent?

(Naylor) Yes, that's correct. To a level 10.8

above the rates that are currently in effect.
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And, then, it is further possible then that the
once the permanent rates, once they're approved,
go up again, if the Commission approved a higher
permanent rate that was higher than 10.8 percent,
that correct?
(Naylor) That is correct.
Okay. Thank you. And, | direct this to any of
witnesses. Do you know if any of the tariff page
attached to the Settlement Agreement include the
temporary rate recoupment that was stricken from
Settlement Agreement?
(Hartley) No, it does not include, it just show
the rates would be, once temporary rates are awar
Thank you. 1 just wanted to clarify that. Tha
Ms. Hartley, is it true that the Company is not s
Commission approval of any recoupment process tod
(Hartley) Yes, that's true.
Okay. Thank you. And, Mr. Naylor, is that --
you answer that question the same way?
(Naylor) Yes, | would.
Thank you. And, Mr. Naylor, you did touch upon
impact of a possible change in rate design for pu
of the permanent rates, and how that intersects w

recoupment of the difference between temporary an

rates,
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permanent rates in your direct. Is it possible, would
you agree, that the rate design would not be
implemented to recover the recoupment?

A. (Naylor) Well, it's certainly possible. It's s ubject
to whatever the Commission ultimately decides.

Q. Thank you.

A. (Naylor) Whether the Staff or any other party m akes a
recommendation, it's ultimately the Commission's call
to decide how that should be done.

Q. Thank you. Thank you. You would agree, just t o]
clarify that, it's an issue that's yet to be
determined, and an issue that's not being decided
today?

A. (Naylor) That is correct.

MS. HOLLENBERG: Okay. Thank you. One
moment please. Okay. No further questions.
CHAIRMAN GETZ: Commissioner Below.
CMSR. BELOW: Thank you.
BY CMSR. BELOW:
Q. Ms. Hartley, on the last page of Exhibit 2, the
Settlement Agreement, is the non-metered rate sch edule
proposed.
A. (Hartley) Uh-huh.

Q.  Approximately how many customers at any given t ime or

{DW 10-091} [RE: Temporary Rates] {09-15-10 }




10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

[WITNESS PANEL: Hartley~Ware~Naylor]

28

presently might be on a non-metered rate, which |
you described as a "temporary" transitional rate
meters get installed?

(Hartley) Currently, in Pennichuck Water Works,
aware of none right now. This, usually during pe
of growth, and we're setting meters or we have ac
a system, and we need to set new meters, there's
period of time when we have to charge a flat rate

| don't -- | don't know of any right now. And, |

let Don address it, because he would know better
it.

(Ware) That fee was implemented solely in the e
an acquisition of a non-meter area. And, the
difficulty becomes often getting into people's ho
set meters. And, with no incentive, no rate, peo
tend to be very slow letting you into their house
And, so, a number of years ago, this was the solu

There are currently, and I'm very confident, ther

unmetered customers in Pennichuck Water Works.

Okay. Thank you. So, the average single famil
residential usage is based on all of your whole
residential class, which typically doesn't includ
unmetered customers?

(Hartley) That's correct.
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CMSR. BELOW: Okay. That's all. Thank
you.

CHAIRMAN GETZ: Commissioner Ignatius.

CMSR. IGNATIUS: Thank you.

BY CMSR. IGNATIUS:

Q. Mr. Naylor, while we're looking at that final p age, the

"General Service - non-metered" sheet, the last o
Exhibit 2, this is a question | want to ask you r

to set up for the permanent rate proceeding, ask
take a look at. When you see changes in the volu
amount of usage by customers, do you -- does that
an impact on how you design rates and how you
anticipate the revenue requirement being met?

A. (Naylor) Well, I think an issue like this one
highlights the importance of a test year, and usi
consistent methodology to evaluate a test year an
set rates going forward based on a reasonable tes
year. So, really, what this -- what this tells m
that, for various reasons, consumption, at least
the last time rates were set, which | believe wou
have been based on a 2007 test year, and this is
test year, so, the Company has experienced a fair
significant decline in average usage by residenti

customers. It will be an issue to discuss in rev
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the permanent filing.

As the Commission knows, we have a fair

amount of flexibility in reviewing filings and ma
recommendations for setting future rates. There
other things we need to look at, maybe other tren
need to look at. My understanding, with this com
as a number of other utilities, not just in water

in the other industries, there has been very litt
growth at all in new customers, no new meters bei
set. The economy is the prime reason for that.
there's a number of things to look at. But it te

-- it tells me a number of things that are going

and opens up areas that we should look at in revi
the permanent rate.

Thank you. One other clarification for the tem

rate issue is, in looking at Schedule 9, and | do
know, Mr. Ware, Ms. Hartley, whoever can better e
this, this is the first -- the first schedule att

to the Settlement Agreement. There are three
contracts, two of them, Milford and Hudson, are b
out into different categories, "Contract Charges"
"Volumetric Charges”. And, in each case, they bo
have increases in the Volumetric Charge, but none

the Contract Charge. Anheuser-Busch is listed as
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A.

simply "Contract" and "increase”. Can you give a
little more explanation on why that appears diffe
on this chart and how their contracts may be diff
(Ware) Okay. We'll have to kind of handle them
contract-by-contract basis. All the contracts
typically refer to a base fee, because these are
typically take-or-pay contracts and then a Volume
Charge. And, for instance, in the case of Hudson
says, when that rate was established, | think in
the rate of $32,800 per year was established. An
then, the Volumetric rate was established at the
and the contract that was approved indicated that
Volumetric rate would change by the same amount a
rest of the -- the typical increase to the
General-Metered class. There is no -- there is a
vehicle relative to the fixed charge that's tied
some capital work in that particular contract. S
certain capital work happened, then the fixed cha
could go up from the $32,800. But, otherwise, ab
any work in a defined area, there would be no cha

the base.

Very similar with Milford. Milford's

actually has no opener on the base amount of 81,0

other words, that stays in effect during the dura

rently
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of I believe what's a 20 year contract. The Volu
rate changes each time we have a rate case by the
amount as the General-Metered.

In the Anheuser-Busch contract,
Volumetric changes by the same amount, but the am
of -- that they're paying is subject to cost of s
-- specific cost of service study relative to
Anheuser-Busch. And, so, again, if there's a spe
cost of service study that says the amount that w
collecting, either in a fixed or Volumetric Charg
should be different, because conditions have chan
since the contract was initiated, there's a poten

reopener in that contract.

But, for purposes of temporary rates,

we're looking at, you know, again, what was there
the time, without reflection of the cost of servi
study. And, so, you look at the existing contrac
the context of the year. And, again, that would
no change to any of the contract rates in the fix
area, but, in the volumetric area, there would be
increase.

So, for Anheuser-Busch, there is also a fixed b
amount that is not being increased today, it's no

of the proposal, it just doesn't appear on this s
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A. (Ware) Well, actually, they are -- they have a
six-inch, their fixed charge currently is tied to
six-inch meter charge. And, so, all the fixed ch
from 5/8th through six-inch meters are proposed t
up 10.8 percent. And, so, that meter charge woul
up from whatever it is for a six-inch meter per m

by 10.8 percent for Anheuser-Busch.

CMSR. IGNATIUS: All right. Thank you.

CMSR. BELOW: A follow-up on one of

Commissioner Ignatius's questions.
BY CMSR. BELOW:

Q. Mr. Naylor, in looking at the factors regarding

by residential, perhaps some commercial customers

purposes of setting rates going forward, is one o
factors that you look at the impacts of weather o
test year? For instance, if there's a wet, cool
versus a hot, dry summer, would that impact --
potentially impact average usage for watering law
gardens and keeping pools filled, for instance?

A. (Naylor) Yes. Definitely.

Q. So, weather normalization might be something yo
look at, whether that might be called for or not?

A. (Naylor) We do look at it. We are, | think,

particularly sensitive to that issue now, given a
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couple different things. The economy is one sort
overlaid over all of this. And, the fact that th
company, in particular, and many others have
experienced no growth. And, we see this rather
dramatic decline in average consumption. Really,
want to, for a lot of good reasons, stick to a
consistent methodology based on a test year.
But the overriding purpose is to set
correct rates going forward into the future. So,
need to look at those factors, and explore them a
understand them. And, if there's some things, af
that review, that we should take into account, th
will do so, and make it a recommendation.
CMSR. BELOW: Okay. Thank you.
CHAIRMAN GETZ: Any redirect,
Ms. Thunberg or Ms. Knowlton?

MS. KNOWLTON: No thank you.

MS. THUNBERG: None. Thank you.

CHAIRMAN GETZ: If there's nothing
further for these witnesses, then you're excused.
you, everyone.

Is there any objection to striking
identifications and admitting the exhibits into e

MS. THUNBERG: No.
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CHAIRMAN GETZ: Hearing no objection,
they will be admitted into evidence. Is there an ything
else we need to address before opportunity for cl 0sings?
(No verbal response)
CHAIRMAN GETZ: Then, we will begin with
Mr. Alexander.
MR. ALEXANDER: Anheuser-Busch has no
position on the temporary rate issue.
CHAIRMAN GETZ: Thank you.
Ms. Hollenberg.

MS. HOLLENBERG: Thank you. The Office

of Consumer Advocate has no position on the amoun t of the
temporary rate increase proposed by the Settlemen t
Agreement. We do -- we would like to recognize a nd thank
the Staff and the Company for deferring the issue s of rate
design until the permanent rate phase of this pro ceeding.
And, we are -- we agree with the language being s tricken
from Paragraph Il -- Page 3, I'm sorry, of the S ettlement
Agreement, as proposed today by the Staff and the Company.
Thank you.

CHAIRMAN GETZ: Thank you.
Ms. Thunberg.
MS. THUNBERG: Staff respectfully

requests the Commission approve the Settlement Ag reement
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and the terms contained therein. Staff believes

rate proposed in there and the revenue requiremen

bring the Company closer to its last authorized r

return. Also would like to note that these tempo

rates are fully reconcilable when permanent rates

determined. Thank you for your consideration.
CHAIRMAN GETZ: Thank you.

Ms. Knowlton.

that the
t will
ate of
rary

are

MS. KNOWLTON: Thank you. Based on the

testimony that was prefiled, as well as the oral testimony
at the hearing today, there is a sufficient recor dto
support a temporary rate increase. The Company h as
testified to the reasons for its under earning, a nd Mr.
Naylor confirmed that the Staff reviewed the book s and
records on file with the Commission and was able to verify
that, in fact, the Company is under earning. I b elieve
that the Settlement Agreement that's before the C ommission
today is reasonable and in the public interest, a nd would
ask that the Commission grant it.
| would conclude by indicating that the

Company looks forward to working with all of the parties
and the Staff through the rest of the course of t his
docket, through the audit of the Company's record S, as
well as continuing to work with parties on discov ery and
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other issues. Thank you.

CHAIRMAN GETZ: All right. With that,

then we will close this hearing and take the matt er under

advisement. Thank you, everyone.

(Wher eupon the hearing ended at 3:11

p.m)
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