7"\
&uﬁl 1 STATE OF NEW HAMPSHIRE
2 PUBLIC UTILITIES COMMISSION
3
4 |guly 13, 2011 - 10:07 a.m. @, o
Concord, New Hampshire mmm
5 =
& RE: DG 11-069
NORTHERN UTILITIES, INC.
7 Notice of Intent to File Rate Schedules
(Hearing on Temporary Rates)
8
9 PRESENT : Chairman Thomas B. Getz, Presiding
Commissioner Amy L. Ignatius
10
Sandy Deno, Clerk
11
APPEARANCES :
fi‘ 12
{ }; Reptg. Unitil Corporation:
e 13 Gary Epler, Esq.
Susan Geiger, Esg. (Orr & Reno)
14
15 Reptg. OCA:
Meredith A. Hatfield, Esqg.
16 Steven Eckberg
Donna McFarland
17 Office of Consumer Advocate
18 Reptyg. PUC Staff:
Alexander Speidel, Esqg.
19 Steven Frink, Asst. Dir./Gas & Water Div.
Jim Cunningham, Jr., Electric Division
20
21
22 COURT REPORTER: SUSAN J. ROBIDAS, LCR NO. 44
23
//,‘\,\\\
& 24

{DG 11-069} [HEARING FOR TEMPORARY RATE INCREASE] 407«.133;%‘}
NHPUC JULIA'IL A RO



© o0 ~N o o b~ w Nk

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO O WDN -~ O

I NDEX

W TNESS: CEORCGE R GANTZ

DI RECT EXAM NATI ON
By M. Epler
CROSS- EXAM NATI ON
By Ms. Hatfield .
By M. Speidel
QUESTI ONS BY COWM SSI ONERS
By Cnsr. lIgnatius .
By Chairman Cetz

UNI TIL EXH BI TS

1 Settl emrent Agreenent regarding
tenporary rates, filed 7/7/11

2 5/4/11 filing by Unitil for
rate i ncrease

3 Record response re: bill inpacts
from proposed tenporary
rate i ncrease

PAGE

10
13

PAGE
.5

2

{DG 11- 069} [ HEARI NG FOR TEMPORARY RATE | NCREASE] {07-13-11}




© o0 ~N o o b~ w Nk

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO O WDN -~ O

PROCEEDI NGS

CHAI RMAN GETZ: Good nor ni ng,
everyone. We'Il open the hearing in Docket DG
11- 069.

On May 4, 2011, Northern Utilities
made a delivery rate filing requesting permssion to
I npl enent new per manent delivery rates for natura
gas service and tenporary delivery rates effective
wth service on and after August 1, 2011. W issued
an order suspending the tariff on May 27th. W
subsequently held a prehearing conference on June 16
and issued a secretarial |letter approving a
procedural schedule, including a hearing on tenporary
rates, for this norning. And we al so have a
settlement on tenporary rates that was filed on
July 7th by the Conpany, Staff and the OCA.

So can we begin with appearances,
pl ease.

MR. EPLER. Good norning, M. Chairnan
and Conmm ssioner. M nane is Gary Epl er, appearing
on behalf of Northern Utilities. And with ne is
Attorney Susan Geiger of the law firmof Or & Reno.
| mredi ately behind ne is David Chong, Director of

Fi nance for Unitil Service Corporation. And behind
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me to ny right is Lawence Brock, who is the
Conmptroller for Unitil Corporation. And then we are
offering as w tness, George Gantz, Senior
Vi ce-President of Unitil Corporation.

CHAI RMAN GETZ: Thank you. Good
nor ni ng.

MS. HATFI ELD: Good norni ng,
Comm ssioners. Meredith Hatfield for the Ofice of
Consuner Advocate, appearing for residenti al
ratepayers. And with nme for the Ofice is Steve
Eckberg and Donna MFarl and.

CHAI RMAN GETZ: Good nor ni ng.

MR. SPEI DEL: Good norni ng,
Comm ssi oners. Al exander Speidel, on behalf of
Staff, together with Ji mCunni ngham of the Staff and
al so Steve Frink.

CHAl RVAN GETZ: Good nor ni ng.

Are you ready to proceed?

MR. EPLER: Yes, M. Chairman, we are.
We have one docunent that has already been filed wth
the Commission. It is the cover letter and
settl ement agreenent regarding tenporary rates that
was filed, as you indicated, on July 7th. [If we can

have that premarked as Unitil Exhibit 1, please.
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CHAI RVAN GETZ: So mar ked.

(Unitil Exhibit 1 marked for
identification.)

MR. EPLER: Can the w tness be sworn.

(WHEREUPQN, GEORCGE R GANTZ was duly
sworn and cautioned by the Court Reporter.)

GEORGE R GANTZ, SWORN
DI RECT EXAM NATI ON

BY MR EPLER

Q

M. Gantz, can you pl ease state your full nane and
your business affiliation with Northern UWilities.
Yes. M nane is George R Gantz, and |I'm a senior

Vi ce- presi dent.

And M. Gantz, you've been involved in the putting
together of the rate case on behalf of Northern
Uilities?

Yes.

And did you participate in settlenent negotiations on

behal f of Northern?

Yes.
And 1'l1 draw your attention to what's been premarked
as Unitil Exhibit 1. |Is that a true and correct copy

of the settlenent agreenent that's been reached anong

the parties?
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[WITNESS: GANTZ]

Yes.

M. Gantz, if you can, can you briefly describe the
settl enent agreenent and the agreenent on tenporary
rates.

Yes. The Conpany's initial filing in this case on
May 4th that initiated the proceedi ng i ncluded a
proposal for pernmanent rate request of about

3.8 mllion. W also provided, in the form of
testinony and exhibits of M. Chong, a proposal for
tenporary rate increase in this proceedi ng of about
1.8 mllion dollars. There was sone di scovery on the
tenporary rate proposal which the Conpany responded
to. We then had the technical session where that

I nformati on was di scussed in detail. W then

di scussed adjustnents that may be appropriate to the
Conpany's proposal for tenporary rates. And after

di scussi on anong the parties, we reached an agreenent
for a tenporary rate increase in the anmount of

$1, 711, 246. The basis for that starts with the
presentation by M. Chong which used a five quarter
average rate base fromthe test year. W renoved the
2011-related pro forma adjustnents fromthe pernmanent
request. We also utilized in that tenporary

calculation the |l ast all owed cost of equity for the
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[WITNESS: GANTZ]

Conmpany, which is 9.67 percent. That, plus the
adjustnent to the revenue requirenent of one item
t hat had been questioned in data requests was the
basis for the nunber that the parties agreed to for
tenporary rates in the settlenent agreenent.

So, attached to the settlenent agreenent is
Attachnment 1, which shows the cal cul ati on of the
revenue requirenent fromthe Conpany's initial
filing; Attachment 2 shows the cal cul ation of the
tenporary rate adjustnent which would result;
Attachnent 3 is a copy of data request and response
to OCA 1-6.

MR. EPLER: M. Chairnman, that
conpletes our initial exam nation, direct exam nation
of the w tness.

CHAI RMAN GETZ: Thank you. M.
Hat fi el d.

M5. HATFI ELD: Thank you, M.
Chairman. | just have one question. But | think,
first, it mght be appropriate to have the Conpany
mark the actual filing as an exhibit in the hearing.

MR EPLER. W have no objection to
doi ng so.

CHAI RMAN GETZ: So, suggesting that
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[WITNESS: GANTZ]

the entire two volunes filed on May 4th be narked for
I dentification as Exhibit No. 2.
(Unitil Exhibit 2 marked for
identification.)
M5. HATFI ELD: Thank you.
CROSS- EXAM NATI ON

BY MS. HATFI ELD:

Q

A

M. Gantz, if you would | ook at Page 2 of the

settl enent agreenent, please.

Yes.

In Section Bl, it discusses the calcul ation of the
tenporary increase; is that correct?

Yes.

And could you just read the second sentence that
starts with, "The proposed tenporary revenue

i ncrease. .."

"The proposed tenporary revenue increase wll be
coll ected by applying a uniform per therm surcharge
of .0293 dollars to all of Unitil's current rate
schedul es. "

And is it your understanding that that neans that the
tenporary rate will be applied equally to all of
Unitil's different custoner classes?

Yes.
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[WITNESS: GANTZ]

MS. HATFI ELD: Thank you. | have
not hi ng further.

CHAl RVAN GETZ: Thank you. M.
Spei del .

CROSS- EXAM NATI ON

BY MR SPEI DEL:

Q

Yes. M. Gantz, in the sane segnent of the
settlenment in Section Bl, the second paragraph, there
is a reference to the fact that the settlenent woul d
i ncorporate a return on equity of 9.67 percent?

Yes.

Woul d you be able to give a brief summary of how t hat
relates to the current return on equity earned by the
Conpany, as to whether it's related to the original

2001 rate that was approved by the Comm ssion at that

time?
Yes. |If you give ne a nonent, |'I|l consult with M.
Chong, and we'll provide the "per books" return on

equity that's calculated wthout the rate increase.
CHAI RMAN GETZ: |Is the question to
conpare the proposed here to the previously approved
return or the actually earned return, or both?
(Di scusssion anong Staff.)

VR. SPEI DEL: Well, after further
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[WITNESS: GANTZ]

10

di scussions with M. Frink, | think the question
that's being fornulated here relates as to whet her
this 9.67 return on equity is standard for other
utilities in the area, is reasonable at this point in
tine.
Yes, | think the parties, in discussing the
settl enment agreenent, the understanding was that it
was consistent with the range of returns on equity
that the Comm ssion recently granted.
| see. Thank you very nuch.
MR SPEIDEL: No further questions at
this tine. Thank you.
CHAI RMAN GETZ: Conm ssi oner |gnati us.
CVMBR. | GNATI US:  Thank you.

QUESTI ONS BY CMSR. | GNATI US:

Q
A

Q

Good norning, M. Gantz.
Good nor ni ng.
The settl enent has a surcharge that's just under 3
cents per therm correct?
Yes.
For tenporary rates. Wat would that work out to as
a bill inpact for typical custoners?
MR. EPLER: Commi ssi oner,

unfortunately, we did not anticipate that question,
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[WITNESS: GANTZ]

11

or we would have presented a filing. But | guess

none of the parties -- we just kind of m ssed that.
So | have -- in anticipation, |I've contacted ny
of fice and asked themto prepare a bill i npact

analysis simlar to what we typically provide in
simlar circunstances, and |'ve been waiting for an
e-mai |l response but haven't gotten it. And we would
be happy to file that by the end of the day today if
| don't have it by the tinme the hearing ends.
CVMSR. | GNATI US:  That woul d be fine.
MR. EPLER: | apol ogi ze for not
anti ci pati ng.
CVSR. I GNATI US: That's okay.
BY MS. CNVBR. | GNATI US:
Q As a rough estimate, is it correct that the anmount
recommended in the settlenment for tenporary rates is
just under half of the total anobunt requested for

per manent rates?

A. That is correct. The other difference is, as the

question from M. Hatfield pointed out, it's applied
as a surcharge equal to all of the custoner cl asses.
So there's no rate design consideration in the

permanent rate request. The Conpany is maki ng sone

suggestions with respect to revenue all ocation rate
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[WITNESS: GANTZ]

12

design and the changes to that as well. So it wll
be, for the residential heating custoner in R5, the
original request had a percent change for that class
of 8 percent. | think it's fair to say that, given
that the tenporary rate request is |ess than half,
slightly less than half of the total request, and
there are no rate design changes or reall ocations
recommended in tenporary rates, that it will be | ess
than half of that inpact on a typical residential
heati ng custoner.
Q All right. That was kind of the ballpark I was

| ooki ng for.

And the other calculations for bill inpacts in
the filing, is it fair, for tenporary purposes, to
see themas just a little less than half of what you

wer e projecting?

A. Yes.

CHAI RVAN GETZ: Well, let's reserve
Exhibit No. 3 for the record response on the request
regarding bill inpacts fromthe proposed tenporary
rate increase.

(Unitil Exhibit 3 reserved.)

CVMSR. | GNATI US:  Thank you. Not hi ng

el se.
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[WITNESS: GANTZ]

13

QUESTI ONS BY CHAI RVAN GETZ:

Q
A

Q

Good norning, M. Gntz.
Good nor ni ng.
I'"d like to just get on the record here to foll ow up
on the return of equity, just to nmake sure where we
are.

So if I"'mlooking at the settl ement agreenent on
t hat Page 2, the second paragraph under B says, for
pur pose of stipulation, the parties agree to a
tenporary revenue increase based upon a capital
structure and overall cost of capital, incorporates
return equity of 9.67 percent, the |ast authorized
return on equity. So that's the -- so, actually,
It's the same, using the sanme return on equity as was
previ ously approved in 20017
Yes.
And then in M. Chong's testinony, it |ooks |ike on
Page 4 -- or Page 6 of his testinony, it |ooks |ike
he's saying that in 2010 the achi eved "per book"
return on equity was 5.67 percent?
That's correct.
And so that asserted under-earning along with the
gromh and rate base and inflation is the -- those

are the primary reasons for the overall request?
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[WITNESS: GANTZ]

14

Yes.
Ckay.

CHAI RVAN GETZ: Anything further, M.
Epl er?

MR EPLER:. Just if | can, just one
question also follow ng up on this discussion on
return of equity.

REDI RECT EXAM NATI ON

BY MR EPLER

Q

M. Gantz, just to be clear, the Conpany has agreed
that, for purposes of tenporary rates, the return on
equity, a nunber of 9.67 percent is reasonable. But
it has retained its rights to argue, in terns of the
per manent proceedi ng, that another anount may be
appropriate for return of equity; is that correct?
Yes, that's correct. And that's clear in the
Section C of the settl enment agreenent that puts out
t hose various provisions. Any of the parties wll
have the opportunity to argue for what they feel is
appropriate in the context of permanent rates.

CHAl RVAN GETZ: Thank you.

Anything further for the w tness?
Hearing not hing, then you're exc used. Thank you,

M. Gntz.
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[WITNESS: GANTZ]

15

(Wher eupon the Wtness was excused.)

CHAI RVAN GETZ: | take it there wll
be no further witnesses? So is there any objection
to striking the identifications and admtting the
exhibits into evidence?

(No verbal response)

CHAI RMAN GETZ: Hearing no objection,
they'll be admtted into evidence.

Anyt hing we need to address before
opportunity for cl osings?

(No verbal response)

CHAI RMAN GETZ: Hearing nothing, then
Ms. Hatfield.

M5. HATFI ELD: Thank you, M.
Chai rman. The OCA supports the settlenent that is
before you today, and we wish to thank Staff and the
Conpany for a very cooperative process in the review
of their tenporary rate request.

And | did want to call to the
Comm ssion's attention that in the cover letter that
| filed with the settlenment agreenent, | did request
a waiver of the PUCs rule with respect to the tim ng
of the filing of settlenent agreenments. And | would

just again request what the Conm ssion accept the
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settl enment agreenent that we filed one day after that
time franme. Thank you.

CHAl RVAN GETZ: Thank you. M.

Spei del .

MR SPEI DEL: Yes, we support the
settlenment. W also appreciate OCA's efforts in
coordinating the settl enent negotiations and
di scussions. And we al so support the request for a
wai ver, subject to PUC Rule 203.20(e). Thank you.

CHAI RVAN GETZ: Thank you.

MR. EPLER:. Yes, M. Chairnman and
Comm ssioner. Thank you. W join in the statenents
of the OCA and the Staff and acknow edge their
participation in the settlenment negotiations and the
di scovery that was undertaken, and request that the
agreenment on tenporary rates be approved as fil ed.
And we'd just point out to the Conm ssion, on Page 3,
Paragraph 3, that we are requesting inplenentation by
August 1st. Thank you.

CHAI RMAN GETZ: Al right. Wwell,
we'll grant the request for a waiver of the filing
deadline for the proposed settl enent agreenent.

"Il note there's also a notion for

protective order and confidential treatnment. Are
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t here any objections to the notion for confidenti al
treatnent that was filed on May 4th, or is that
sonet hing we need to address | ater?

MR, SPEIDEL: | believe, M. Chairmn,
that that notion for confidential treatnment had quite
a few noving parts above and beyond tenporary rates,

i f I'"mnot m staken.

CHAI RMAN GETZ: Ckay. Well, then,
we'll --

MR SPEIDEL: Ch, yes. As | recall..
let's see. Any objection?

M5. HATFI ELD: We don't have a
position at this tine, M. Chairnman. But in the
Interest of tinme, we'd be happy to provide any
conmments we do have within the next week.

CHAI RMAN GETZ: Well, | don't expect
that we need to make a ruling on the notion for
confidential treatnment prior to treatnent of the
request for tenporary rates. But the -- and so
woul dn't i npose a deadline of a week to respond. But
to the extent there are any concerns about the notion
for confidential treatnent, they can be filed in due
course as the parties go through discovery in advance

of the hearing on pernmanent rates.
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Do you have anything on that?

MR. EPLER. M. Chairman, | just
wanted to point out, since we have marked the initial
filing as an exhibit, there is a confidential portion
of the filing. For the conpany's purposes, it would
be sufficient if it continues to be treated as
confidential until such tinme as the Conm ssion rules.
So we don't need a ruling as long as we get that
treatnment until the ruling.

CHAl RVAN GETZ: And that woul d be
consistent with our rules, in any event, to treat it
confidentially in the interim

Ckay. Anything el se?

(No verbal response)

CHAl RVAN GETZ: Hearing not hi ng, then
we'll close the hearing and take the nmatter under
advi semrent. Thank you, everyone.

(VWHEREUPON, the hearing was adjourned

at 10:27 a.m)
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CERTI FI CATE

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

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

in this action.

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