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 1 P R O C E E D I N G 

 2 CHAIRMAN GETZ:  Okay.  Good morning,

 3 everyone.  We'll open the hearing in Docket DG 11 -207.  On

 4 September 15, 2011, Northern Utilities filed its cost of

 5 gas rates for the winter period November 1, 2011 through

 6 April 30, 2012, its Local Distribution Adjustment  Clause

 7 charges, and certain supplier charges for the per iod

 8 November 1, 2011 through October 31, 2012.  The p roposed

 9 residential COG is $1.1149 per therm, a 1.68 cent s per

10 therm decrease from last winter.  

11 We issued an order of notice on

12 September 21 setting the hearing for this morning .  I also

13 note for the record that the Office of Consumer A dvocate

14 has filed its notice of participation and the aff idavit of

15 publication has been filed.

16 So, let's take appearances please.

17 MS. GEIGER:  Yes.  Good morning, Mr.

18 Chairman and Commissioner Below.  I'm Susan Geige r, from

19 the law firm of Orr & Reno, representing Northern

20 Utilities, Inc.  And, with me this morning at cou nsel

21 table, to my immediate right is Mr. Joe Conneely,  and then

22 Mr. Chris Kahl, Mr. Fran Wells, and Mr. George Si mmons.

23 CHAIRMAN GETZ:  Good morning.

24 MS. HATFIELD:  Good morning,
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 1 Commissioners.  Meredith Hatfield, for the office  of

 2 Consumer Advocate, on behalf of residential ratep ayers.

 3 And, with me for the Office is Donna McFarland.

 4 CHAIRMAN GETZ:  Good morning.  

 5 MR. SPEIDEL:  Good morning,

 6 Commissioners.  Alexander Speidel, for Staff.  An d, I also

 7 have with me Bob Wyatt and Steve Frink for Staff.

 8 CHAIRMAN GETZ:  Good morning.

 9 MR. SPEIDEL:  Good morning.

10 CHAIRMAN GETZ:  Anything we need to

11 address before the Company presents its witnesses ?

12 MS. GEIGER:  I don't think so.

13 CHAIRMAN GETZ:  Hearing nothing, then,

14 Ms. Geiger.  

15 MS. GEIGER:  Yes.  Thank you, Mr.

16 Chairman.  Northern would call as a panel three w itnesses

17 this morning; Mr. Conneely, Mr. Kahl, and Mr. Wel ls.

18 (Whereupon Joseph F. Conneely, 

19 Christopher A. Kahl, and          

20 Francis X. Wells were duly sworn by the 

21 Court Reporter.) 

22 JOSEPH F. CONNEELY, SWORN 

23 CHRISTOPHER A. KAHL, SWORN 

24 FRANCIS X. WELLS, SWORN 
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 1  DIRECT EXAMINATION 

 2 BY MS. GEIGER: 

 3 Q. I'd like to begin with Mr. Kahl, please.  And, Mr.

 4 Kahl, could you please state your name for the re cord.

 5 A. (Kahl) Christopher Kahl.

 6 Q. And, where are you employed and what position d o you

 7 hold?

 8 A. (Kahl) I'm a Senior Regulatory Analyst with Uni til

 9 Services Corp.

10 Q. And, have you ever testified before this Commis sion?

11 A. (Kahl) I have not testified before this Commiss ion.

12 However, I have testified before the Federal Ener gy

13 Regulatory Commission, the Maine Public Utilities

14 Commission, and the Massachusetts Department of P ublic

15 Utilities.

16 Q. And, in the light of the fact that you haven't

17 testified before the Commission here in New Hamps hire,

18 could you very, very briefly summarize your backg round

19 and experience.

20 A. (Kahl) I have been involved with the natural ga s

21 industry for about 20 years.  I've been working w ith

22 Unitil since February of 2011, before that, as a Supply

23 Planning Analyst for Bay State Gas, which is now known

24 as Columbia Gas of Massachusetts.  I was there fo r
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 1 about thirteen years.  Before that, I was with

 2 Algonquin Gas Transmission Company.  And, about f our

 3 years before that, I was with DRI/McGraw-Hill, a

 4 consulting firm, for about five years.

 5 Q. Thank you, Mr. Kahl.  Now, I'd like to show you  a

 6 document that I have asked the Clerk to prefile f or

 7 identification in this docket as "Exhibit Number 1".

 8 It's called "Northern Utilities, Inc. New Hampshi re

 9 Division Cost of Gas Adjustment Filing Winter Sea son

10 2011-2012".  Did you assist in preparing that doc ument?

11 A. (Kahl) I did.

12 MS. GEIGER:  And, Mr. Chairman, I would

13 ask that this be marked as "Exhibit 1" for identi fication.

14 CHAIRMAN GETZ:  So marked.

15 (The document, as described, was 

16 herewith marked as Exhibit 1 for 

17 identification.) 

18 BY MS. GEIGER: 

19 Q. And, you've identified the document, Mr. Kahl, and

20 you've indicated, I believe, that you assisted in

21 preparing it, is that correct?

22 A. (Kahl) That's correct.

23 Q. Now, there is another document that I've asked the

24 Clerk to premark for identification as "Exhibit 2 ".

                   {DG 11-207}  {10-20-11}



            [WITNESS PANEL:  Conneely|Kahl|Wells]
     8

 1 And, it is entitled "Northern Utilities, Inc. Rev ised

 2 Winter 2011-2012 Cost of Gas and Associated Charg es

 3 Filing".  Could you please identify this document .

 4 What is it?  I mean, what --

 5 A. (Kahl) That is our revised cost of gas filing, with

 6 updated commodity and demand costs.

 7 Q. And, in addition to updated commodities and dem and

 8 costs, are there any other reasons for preparing the

 9 revised filing?

10 A. (Kahl) I had included some supplemental testimo ny,

11 which identified some inaccuracies in the initial

12 filing, in the testimony only, not in the numbers .  So,

13 I did identify that.  And, then, I provided, in t hat

14 supplemental testimony, also just a brief, very b rief

15 summary of some of the changes between the initia l

16 filing and the revised filing.

17 Q. And, is that --

18 MS. GEIGER:  First, Mr. Chairman, I'd

19 like to have the document that Mr. Kahl most rece ntly

20 identified marked as "Exhibit 2" for identificati on.

21 CHAIRMAN GETZ:  So marked.

22 (The document, as described, was 

23 herewith marked as Exhibit 2 for 

24 identification.) 
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 1 MS. GEIGER:  Thank you.

 2 BY MS. GEIGER: 

 3 Q. Now, you've indicated, Mr. Kahl, that you submi tted

 4 prefiled testimony in this docket, is that correc t?

 5 A. (Kahl) Yes.

 6 Q. Okay.  And, you also submitted supplemental pre filed?

 7 A. (Kahl) Yes.

 8 Q. Okay.  And, the supplemental prefiled testimony  that

 9 you've submitted, I believe you've indicated that 's

10 contained in Exhibit 2, correct?

11 A. (Kahl) Yes.

12 Q. Okay.  And, what was the purpose of that supple mental

13 prefiled testimony?

14 A. (Kahl) Yes.  The supplemental testimony did ide ntify --

15 it had two purposes.  It did identify a few

16 inaccuracies with the initial testimony.  So, som e of

17 the numbers in that testimony weren't matching up  with

18 the tables.  So, there was an addendum in the

19 supplemental or to the supplemental that identifi ed

20 those.  The supplemental testimony also provided a

21 basic overview, basic summary of the change betwe en the

22 supplemental rates that were derived and the init ial

23 rates that were derived.

24 Q. And, that addendum that you just referenced to your
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 1 supplemental prefiled testimony, does that contai n a

 2 list of all of the changes that have occurred as the

 3 result -- changes to your original prefiled testi mony

 4 that occur as a result of the revised filing?

 5 A. (Kahl) Yes.

 6 Q. And, is that addendum marked or labeled "Attach ment

 7 CAK-1"?

 8 A. (Kahl) Yes.

 9 Q. Okay.  Do you have any corrections or updates t o your

10 supplemental prefiled testimony?

11 A. (Kahl) I do have one.  And, I believe that's lo cated on

12 Page 3 of my testimony, on Line 10.  And, it woul d be

13 the last word, which is "Maine", and that should

14 actually say "New Hampshire".

15 Q. Okay.  So, you just made one change to your

16 supplemental prefiled testimony, changing the wor d

17 "Maine" to "New Hampshire".  And, with that chang e, do

18 you adopt under oath today your prefiled testimon y, as

19 revised by your supplemental prefiled testimony?

20 A. (Kahl) I do.

21 Q. Okay.  Thank you.  Do you wish to add anything further

22 to that testimony?

23 A. (Kahl) I do not.

24 Q. Okay.  Thank you.  Mr. Wells, could you please state
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 1 your name for the record.

 2 A. (Wells) My name is Francis Wells.

 3 Q. And, where are you employed and what position d o you

 4 hold?

 5 A. (Wells) I am employed by Unitil Service Corp. a s the

 6 Manager of Gas Supply.

 7 Q. And, did you prepare prefiled testimony in this  docket?

 8 A. (Wells) I did.

 9 Q. And, is that prefiled testimony contained under  the tab

10 entitled "Wells Testimony" in the document that's  been

11 premarked for identification as "Exhibit 1"?

12 A. (Wells) Yes.

13 Q. Did you submit supplemental prefiled testimony in this

14 docket?

15 A. (Wells) Yes.

16 Q. And, is that supplemental prefiled testimony co ntained

17 in the supplemental COG filing that we've premark ed for

18 identification as "Exhibit 2"?

19 A. (Wells) Yes.  

20 Q. Okay.  And, what was the purpose of your supple mental

21 prefiled testimony?

22 A. (Wells) I provided updates to the changes in NY MEX

23 prices that had occurred since the initial filing .  I

24 had also provided updates to demand costs and
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 1 transportation commodity cost estimates due to th e

 2 settlement in the Tennessee rate case that had be en

 3 filed on September 30th.  Finally, the demand cos t

 4 estimate reflected updates to TransCanada demand rates

 5 that were reflective of the National Energy Board  of

 6 Canada's orders on September -- approximately

 7 September 13th, 2011.

 8 Q. And, do you have any corrections or updates to your

 9 supplemental prefiled testimony?

10 A. (Wells) No.

11 Q. Okay.  And, do you adopt today under oath your prefiled

12 testimony, as revised by your supplemental prefil ed

13 testimony?

14 A. (Wells) I do.

15 Q. Do you have anything further to add to either o f those

16 testimonies?

17 A. (Wells) No.

18 Q. Thank you.  Mr. Conneely, could you please stat e your

19 name for the record.  

20 A. (Conneely) My name is Joseph F. Conneely.

21 Q. Mr. Conneely, where are you employed and what p osition

22 do you hold? 

23 A. (Conneely) I work for Unitil Service Corp. as a

24 Regulatory -- Senior Regulatory Analyst.
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 1 Q. Okay.  Did you prepare prefiled testimony in th is

 2 docket?

 3 A. (Conneely) Yes.

 4 Q. And, is that prefiled testimony contained under  the tab

 5 entitled "Conneely Testimony" --

 6 A. (Conneely) Yes.

 7 Q. -- in the document that has been premarked for

 8 identification as "Exhibit 1"?

 9 A. (Conneely) Yes.

10 Q. And, did you also prepare supplemental prefiled

11 testimony in this docket?

12 A. (Conneely) Yes.

13 Q. And, is that supplemental testimony contained i n the

14 supplemental COG filing that has been premarked f or

15 identification as "Exhibit 2"?

16 A. (Conneely) Yes.

17 Q. Okay.  What was the purpose of your supplementa l

18 prefiled testimony? 

19 A. (Conneely) The purpose of my supplemental prefi led

20 testimony was to make corrections to my prefiled

21 testimony that results from the Company's revised  cost

22 of gas filing made on October 17th, 2011.

23 Q. Do you have any corrections or updates to your

24 supplemental prefiled testimony?

                   {DG 11-207}  {10-20-11}



            [WITNESS PANEL:  Conneely|Kahl|Wells]
    14

 1 A. (Conneely) Yes.  The sentence at the bottom of Page 2

 2 and the top of Page 3 of my supplemental prefiled

 3 testimony should be changed to read "This update does

 4 not change the RLIAP charge of 0.0056 that was pr oposed

 5 on September 15th, 2011 for effect November 1st, 2011."

 6 I've also prepared "Corrected Schedule 16-RLIAP",  which

 7 contain corrections to the Revised Schedule 16-RL IAP

 8 submitted with the revised cost of gas filing.  T hat

 9 schedule consists of two pages, only which of -- only

10 one of which was corrected.  That page is Bates s tamped

11 "corrected Page 231 of 263".

12 MS. GEIGER:  And, Mr. Chairman, I've

13 provided both the Clerk and Commissioners with co pies of

14 this schedule that Mr. Conneely just referenced.  And, I'd

15 ask that it be marked for identification as "Exhi bit 3"?

16 CHAIRMAN GETZ:  Okay.  So marked.

17 (The document, as described, was 

18 herewith marked as Exhibit 3 for 

19 identification.) 

20 MS. GEIGER:  Thank you.  

21 BY MS. GEIGER: 

22 Q. Now, with the revisions that you've just indica ted, Mr.

23 Conneely, do you adopt today under oath your pref iled

24 testimony, as revised by your supplemental prefil ed
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 1 testimony?

 2 A. (Conneely) Yes.

 3 Q. And, Mr. Conneely, could you please describe br iefly

 4 what the effect of Northern's proposed COG filing  would

 5 be on a monthly bill of a typical residential hea ting

 6 customer consuming 50 therms per month.

 7 A. (Conneely) Yes.  The residential winter cost of  gas

 8 proposed here is a rate of $1.08, 1.0837.  Revise d

 9 Schedule 8, starting on Page Bates stamped 162 of  263

10 shows the effect of the revised cost of gas on

11 residential customers.  Effects on other customer

12 classes are shown on subsequent pages.  A revised  -- a

13 residential customer using 50 therms monthly is

14 expected to see a decrease of 1.1 percent from la st

15 year's winter season gas bill for the same consum ption

16 level.  This is shown on Bates Revised 166 of 263 .

17 Q. Thank you, Mr. Conneely.  Do you have anything further

18 to add to your testimony?

19 A. (Conneely) No.

20 Q. And, Mr. Conneely, one final thing.  Did you al so

21 submit, as part of Northern's filing in this dock et, an

22 Environmental Response Cost Report through June 2 011,

23 dated September 15th, 2011?

24 A. (Conneely) Yes.
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 1 MS. GEIGER:  And, Mr. Chairman, I would

 2 ask that that report, which has been filed with t he

 3 Commission and submitted to the Clerk, be marked for

 4 identification as "Exhibit 4"?

 5 CHAIRMAN GETZ:  So marked.

 6 (The document, as described, was 

 7 herewith marked as Exhibit 4 for 

 8 identification.) 

 9 MS. GEIGER:  Thank you.  I have no

10 further questions for these witnesses.  They're a vailable

11 for cross-examination.

12 CHAIRMAN GETZ:  Thank you.

13 Ms. Hatfield.

14 MS. HATFIELD:  Thank you, Mr. Chairman.

15 Good morning.

16 WITNESS WELLS:  Good morning.

17 CROSS-EXAMINATION 

18 BY MS. HATFIELD: 

19 Q. Mr. Kahl, could you please look at your testimo ny in

20 Exhibit 1, your original prefiled testimony.

21 A. (Kahl) Are you referring to "Schedule 1", ma'am ?

22 Q. I'm referring to your written prefiled testimon y that

23 you filed on September 15th.  And, would you plea se

24 turn to Page 3.  Beginning on Line -- beginning a t Line
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 1 12, you discuss Northern's use of a certain lead/ lag

 2 study, and you also discuss the use of a certain bad

 3 debt number.  Do you see that discussion?

 4 A. (Kahl) Yes, I do.

 5 Q. And, you also note that those are proposed figu res that

 6 the Company has filed in its pending rate case, i s that

 7 correct?

 8 A. (Kahl) That is correct.

 9 Q. And, would you agree that, pending the outcome of the

10 rate case, that those numbers may change next yea r?

11 A. (Kahl) Yes.  I agree.

12 Q. Mr. Conneely, could you please look at your

13 supplemental testimony that you filed on October 17th,

14 that's part of Exhibit 2.  And, would you please turn

15 to Page 3.  Beginning at Line 4, you start a disc ussion

16 of your proposed change to the Demand Side Manage ment

17 or Energy Efficiency Charge, do you see that?

18 A. (Conneely) Yes.

19 Q. And, on Line 6, you state that "The Company pro poses to

20 increase the charge."  But, when I look at the nu mbers

21 on Line 8, I think you're actually proposing a

22 decrease?

23 A. (Conneely) Yes.  I'm sorry, yes.  It is a decre ase.

24 Q. So, the word "increase" we should change to "de crease"?
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 1 A. (Conneely) Yes.

 2 Q. Thank you.  And, if we -- in order to get the d etails

 3 on what the Company is proposing, what schedule o f

 4 yours would we look at?

 5 A. (Conneely) For DSM, we would look at Schedule 1 6-DSM,

 6 Page 3 of 4.  I'm sorry, yes.  And, that's on the

 7 revised schedules.  It's Revised Page 235 of 263 Bates

 8 stamp.

 9 Q. And, Page 3 of that schedule deals with residen tial

10 customers, correct?

11 A. (Conneely) It's Page 3 of 4, yes.

12 Q. And, then, Page 4 of 4 addresses commercial/ind ustrial

13 customers?

14 A. (Conneely) Correct.

15 Q. Why is the Company proposing to reduce the Effi ciency

16 Charge?

17 A. (Conneely) On Revised Schedule 16-DSM, it has a

18 historical record of all the expenditures and inc ome,

19 plus interest, for the last 12 months, which prov ides

20 an over or undercollection.  Beginning November ' 11,

21 that overcollection --

22 (Court reporter interruuption.) 

23 CONTINUED BY THE WITNESS: 

24 A. (Conneely) Oh, I'm sorry.  The overcollection o f 29,000
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 1 is the starting point of the calculation for the next

 2 12 months, which is including all collections, co sts,

 3 and shareholder incentives, plus interest, to cal culate

 4 the cost -- or, the rate of 0.0315.

 5 BY MS. HATFIELD: 

 6 Q. Do you know what the Company's approved 2011 En ergy

 7 Efficiency Program Budget is?

 8 A. (Conneely) Our Energy Efficiency Group, I would  have to

 9 speak with them, as they are the ones that provid ed the

10 numbers here that were used for this forecast.

11 Q. If the Commission approves the Company's propos ed

12 reduction, do you know what programs would be cut  or

13 reduced?

14 A. (Conneely) I do not.

15 Q. Do you participate in the Company's Energy Effi ciency

16 Program docket?

17 A. (Conneely) I do not.

18 Q. Have you reviewed any of the Company's recent f ilings

19 that discuss the Company's progress toward its go als

20 for 2011?

21 A. (Conneely) I have not.

22 Q. Do you know what the Company has proposed for 2 012

23 efficiency programs?

24 A. (Conneely) When were they proposed?
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 1 Q. The Company made its filing on September 15th.

 2 A. (Conneely) Of 2011?

 3 Q. Excuse me, I think it was earlier than that.  I n

 4 September of 2011.

 5 A. (Conneely) I have not seen that.

 6 MS. HATFIELD:  Mr. Chairman, I'd like to

 7 approach the witness and just ask him a few quest ions

 8 about an efficiency filing.  I don't intend to ma ke it an

 9 exhibit.

10 (Atty. Hatfield handing document to 

11 Witness Conneely.) 

12 BY MS. HATFIELD: 

13 Q. Mr. Conneely, can you please identify the docum ent

14 based on the title on the first page?

15 A. (Conneely) The first page reads:  "New Hampshir e CORE

16 Energy Efficiency Programs NHPUC Docket DE 10-188

17 Summary".

18 Q. And, then, there is also a header that says "20 11

19 Quarterly Report".  Do you see that?

20 A. (Conneely) Yes.

21 Q. And, it says "CORE New Hampshire Program Highli ghts

22 January 1 through June 30, 2011".  Do you see tha t?

23 A. (Conneely) Yes.

24 Q. Would you please turn to Page 12 of this docume nt.  Do
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 1 you see, in the left-hand corner, it says "Unitil  Gas

 2 Energy Efficiency Programs"?

 3 A. (Conneely) Yes.

 4 Q. And, then, in the first box, under "Program Exp enses",

 5 there are a variety of efficiency programs listed ?

 6 A. (Conneely) Yes.

 7 Q. And, it includes, for example, "Home Performanc e with

 8 ENERGY STAR", "Low Income Weatherization", and "C &I

 9 Programs"?

10 A. (Conneely) I see that.

11 Q. Do you see the total budget for 2011 is "$985,1 88"?

12 A. (Conneely) Yes.

13 Q. And, do you see that, as of June 30th, the Comp any had

14 spent 45.4 percent of its budget?

15 A. (Conneely) Yes.

16 Q. And, do you see that, for the Low Income Weathe rization

17 Gas Efficiency Program, as of June 30th, the Comp any

18 had spent 74 percent of its budget?

19 A. (Conneely) Yes.

20 Q. And that, for the next program, which is "C&I C ustom

21 Programs", as of June 30th, the Company had spent

22 99.2 percent of its budget?

23 A. (Conneely) I see that.

24 Q. I think you just testified that you don't parti cipate
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 1 in the CORE Program docket, is that correct?

 2 A. (Conneely) Correct.

 3 Q. So, you wouldn't have attended a technical sess ion in

 4 that case on September 12th?

 5 A. (Conneely) Correct.

 6 Q. But would your colleagues from Unitil in the Ef ficiency

 7 Department have attended that meeting?

 8 A. (Conneely) Yes, they would have.

 9 Q. Do you -- did they share with you at that time that the

10 Community Action Agencies indicated that some of the

11 Low Income Efficiency Programs actually were out of

12 funds at that time?

13 A. (Conneely) That was not communicated.

14 Q. I'm not sure which witness would be able to ans wer

15 this, but, if you would look at Revised Page 162 of

16 263, which is a part of Schedule 8 please.  Is th at for

17 you, Mr. Conneely?

18 A. (Conneely) Sure, I can help you.  Yes.

19 Q. The top row of this page has a title that says "Typical

20 Usage: therms", do you see that?

21 A. (Conneely) Yes.

22 Q. And, it lists numbers at the top.  Do you see t hose

23 numbers?

24 A. (Conneely) Yes, I do.
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 1 Q. I believe you just testified a few moments ago that the

 2 typical usage of a residential heating customer i n the

 3 winter is "50 therms per month", is that correct?

 4 A. (Conneely) That would be used as a benchmark, i ndustry

 5 benchmark, to communicate changes industrywide.

 6 Q. So, for comparison purposes, from year-to-year on a

 7 bill impact?

 8 A. (Conneely) Correct.

 9 Q. So, are these numbers on this schedule, are the se more

10 indicative of average use or typical use?

11 A. (Conneely) These, again, are used as a benchmar k from

12 the industry.  So, I would say it may have been t ypical

13 at one point.

14 Q. So, is the Company seeing declining use over ti me?

15 A. (Conneely) The Company has seen declining use.

16 Q. So, where the winter figure here, on this first  line,

17 is "932", if it was -- if that number was changed  to be

18 based on 50 therms per month, what would that num ber

19 look like?

20 A. (Conneely) For the winter season?

21 Q. Yes.

22 A. (Conneely) Around 300.

23 Q. And, then, if you look over on the left, in tha t first

24 column, it's titled "Winter 2011-2012", do you se e
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 1 that?

 2 A. (Conneely) Yes.

 3 Q. And, it shows the "Customer Charge".  And, then , it

 4 shows -- it says "First 50 units" and then "Over 50

 5 units", do you see that?

 6 A. (Conneely) Yes.

 7 Q. If I look at those numbers associated with thos e units,

 8 does that show that the Company has a declining b lock

 9 rate design?

10 A. (Conneely) Yes.

11 Q. And, then, this is where I find your overall co st of

12 gas rate, which is around $1.08 per therm, is tha t

13 correct?

14 A. (Conneely) Correct.

15 Q. Is anyone on the panel aware that National Grid 's

16 proposed cost of gas rate is just over 86 cents p er

17 therm for this winter?

18 A. (Wells) No.  I was not aware.

19 Q. Would you accept that subject to check?

20 A. (Wells) Sure.

21 Q. Mr. Wells, do you know what might account for t hat

22 pretty significant difference in the therm rate b etween

23 the two companies?

24 A. (Wells) I have some ideas.  From a demand cost

                   {DG 11-207}  {10-20-11}



            [WITNESS PANEL:  Conneely|Kahl|Wells]
    25

 1 perspective, you know, what I know of the EnergyN orth

 2 portfolio, is that it is primarily Tennessee Gas

 3 Pipeline for pipeline contracts.  Those are

 4 significantly less expensive than the pipeline

 5 contracts used to serve the market that Northern

 6 serves.  Northern is served -- a significant port ion of

 7 our supply is served off of the PNGTS pipeline, w hich

 8 is -- and which is fed by TransCanada.  These pip elines

 9 are much more expensive than Tennessee.  And, bec ause

10 of the -- and due to the location of Northern and  its

11 existing portfolio, I would expect that Northern' s cost

12 of gas to be higher than EnergyNorth's cost of ga s for

13 those reasons.

14 Q. Is that something that Northern can look at in terms of

15 making future contracting decisions, in an effort  to

16 reduce those costs?

17 A. (Wells) That is going to be subject to the phys ical

18 constraints of our system, to (a) move gas from

19 Tennessee into our markets.  You know, I want to remind

20 the Commission, our markets stretch all the way u p to

21 Lewiston, Maine.  The second is the ability of th e

22 Company to be able to contract for additional Ten nessee

23 supplies.  The other aspect to consider is that

24 capacity into Tennessee's Zone 6 is highly constr ained,
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 1 and not generally available in the marketplace.  So, I

 2 would agree, boy, wouldn't it be great if we coul d have

 3 less Portland and more Tennessee to serve our

 4 particular markets.  But there are market

 5 considerations that will impede our ability to ma ke

 6 that kind of a shift.  And, there are physical

 7 limitations as well.  You know, the Northern and the

 8 combined Granite and Northern systems, to move ga s from

 9 Tennessee up to all of our markets is going to be  -- is

10 going to be limited, due to operational considera tions.

11 Q. Thank you.

12 A. (Wells) You're welcome.

13 Q. Mr. Conneely, one question for you about the lo w income

14 rate.  You discuss this in your prefiled testimon y on

15 Page 3, and then, in your revised testimony, on P age 2.

16 And, you state in your testimony that you are -- the

17 Company is proposing to increase the low income r ate,

18 is that correct?

19 A. (Conneely) In the supplemental prefiled testimo ny, I

20 have that we are increasing it.  Today's correcti on

21 that we submitted to the Commission leaves the ra te at

22 0.0056.

23 Q. But, if I look at your original testimony, in

24 Exhibit 1, at Page 3 of 6, you state "Northern is
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 1 proposing to increase [that] rate from 0.0043 to

 2 0.0056"?

 3 A. (Conneely) Correct.

 4 Q. So, the "0.0056" is an increase from what is cu rrently

 5 in place?

 6 A. (Conneely) Yes.

 7 Q. And, then, further down on Page 3, you note tha t even

 8 though you have an overcollection balance at this  time,

 9 you believe that, due to an increase in costs and

10 participants, that you still need that increase.  Is

11 that right?

12 A. (Conneely) Yes.

13 MS. HATFIELD:  Okay.  Thank you, Mr.

14 Chairman.  I have nothing further.

15 CHAIRMAN GETZ:  Thank you.  Mr. Speidel.

16 MR. SPEIDEL:  Yes.  Thank you, Mr.

17 Chairman.

18 BY MR. SPEIDEL: 

19 Q. While we're on the topic of the LDAC rate relat ed to

20 low income assistance, Mr. Conneely, perhaps we c an

21 begin with Fourteenth [Fifteenth? ] Revised Page 56,

22 Superseding Tariff Page Fifteenth [Fourteenth? ] Revised

23 Page 56.

24 A. (Conneely) This is in the revised filing?
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 1 Q. Yes.  That's correct.  Exhibit 2.

 2 A. (Conneely) I'm sorry, on which page?

 3 Q. That would be Fifteenth Revised Tariff Page 56,

 4 Superseding Fourteenth Revised Tariff Page 56.

 5 A. (Conneely) Okay.

 6 Q. It's roughly, well, it's a little bit more than  that,

 7 but, among the tariff pages, it's about seven pag es in,

 8 about this far in (indicating).  And, there's a t able

 9 that reads "Local Delivery Adjustment Clause".  D o you

10 have it?

11 A. (Conneely) Yes.  I have it.

12 Q. Okay.  Well, as Ms. Hatfield mentioned, there h as been

13 discussion of an update of the RLIAP line item in  the

14 far left to 56/10,000th of a dollar, or 0059, aft er the

15 decimal point, as it's indicated here.  But, in f act,

16 the actual update we believe, on the basis of the

17 October 19th filing, is to $0.0056?

18 A. (Conneely) Correct.

19 Q. Is that correct?

20 A. (Conneely) Yes.

21 Q. Would you be able to update the tariff pages th at are

22 affiliated with this change?

23 A. (Conneely) Yes.  In our compliance filing, we u pdate

24 the LDAC page.
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 1 Q. Thank you very much.  I guess we can also stick  with

 2 Mr. Conneely.  Do you know if the Audit Staff has

 3 completed its review of the cost of gas reconcili ation

 4 from last winter?

 5 A. (Conneely) The Company has not gotten word that  they

 6 have completed their audit as of yet.

 7 Q. Are there any issues with last year's result in  the

 8 Audit Staff's review of the cost of gas reconcili ation

 9 from the 2010-2011 that you are aware of?

10 A. (Conneely) Not that the Company has been notifi ed or

11 aware of.

12 Q. Would you briefly summarize how the proposed LD AC rates

13 compare to last year's, and what are the primary

14 reasons for the changes?

15 A. (Conneely) Yes.  The Residential Low Income Ass istance

16 Program Charge, the Demand Side Management Charge , and

17 the Environmental Response Cost Rate, the LDAC

18 components, were all updated to include September

19 actual information in the revised filing.  With t hat,

20 the proposed LDAC rate of 0.0422, which is going to be

21 the new LDAC for residential customers after the LDAC

22 has been -- the compliance filing which actually will

23 show 0.0422.  This rate is 0.0034 cents lower tha n last

24 year's rate.  And, for the C&I customers, it will  be
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 1 0.0064 lower than last year's rate.

 2 Q. Now, I notice that there's a proposed reduction  in the

 3 Environmental Remediation Charge.  Have all the M PG

 4 sites in New Hampshire for which Northern might b e

 5 responsible been cleaned up?

 6 A. (Conneely) After speaking over the last few mon ths with

 7 our ERC Group for the ERC filing, there's still s ome

 8 MPG site work to be done of, from what I'm hearin g, a

 9 multiyear commitment, I guess, by Unitil for the

10 remediation of those sites.

11 Q. Could you please provide a little description o f what

12 categories of environmental remediation expenses

13 Northern is incurring?  What sorts of types of wo rk?

14 A. (Conneely) Yes.  It's three sites; Exeter, Roch ester,

15 and Somersworth, New Hampshire.  In Exeter, the - - what

16 the ongoing project is the storm water outfall in to the

17 Swampscott River.  Rochester site is about 90 per cent

18 complete.  And, the Somersworth is about 95 perce nt

19 complete.  All of the invoices and exact descript ions

20 are in the ERC filing, Exhibit 3, I believe.

21 Q. Could you provide a description of how much the  Company

22 spent on environmental remediation last year and what

23 it expects to spend next year?

24 A. (Conneely) From June 2010 through July 2011, th e
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 1 Company spent roughly $121,000.  And, I believe t hey're

 2 anticipating to spend about the same for the upco ming

 3 calendar year.

 4 Q. Has the Company provided the PUC Audit Staff wi th the

 5 supporting documentation for these environmental

 6 remediation costs and litigation expenses?

 7 A. (Conneely) Yes.

 8 Q. Has the Audit Staff completed its audit of thos e

 9 environmental remediation and litigation costs an d

10 expenses?

11 A. (Conneely) I don't believe so, but the Company hasn't

12 been notified.

13 Q. How has this situation related to the audit rep ort been

14 addressed in the past?

15 A. (Conneely) Can you expand on that?

16 Q. Well, when there's been a time lag between the

17 submission of the audit-related expense materials  and

18 the final report of the Audit Staff, how have the

19 expenses been collected for?

20 A. (Conneely) Historically, the ERC has been amort ized

21 over five years.  And, any discrepancies that wer e

22 found in the audit for the ERC has been reconcile d in

23 the next year's ERC filing.

24 Q. So, would such a reconciliation be acceptable f or the
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 1 Company in this proceeding?

 2 A. (Conneely) Yes.

 3 Q. Beginning on Page 2, Line 18, of your supplemen tal

 4 testimony in Exhibit 2, you discuss the proposed

 5 Residential Low Income Assistance Program Rate.  Would

 6 you be able to tell us, Mr. Conneely, if the

 7 development of this rate is supported in

 8 Schedule 16-RLIAP, which begins on Bates Page 231 ?

 9 A. (Conneely) Yes, that's correct.

10 Q. Okay.  How was the RLIAP discount applied to th e

11 residential heat base rate components in Suppleme nt

12 Number 1, Proposed Second Revised Tariff Page 2, that

13 would be -- that would be the schedule here, roug hly

14 about eight or nine pages in from the beginning o f the

15 package.  There's --

16 A. (Conneely) Are you referring to the Second Revi sed Page

17 2?

18 Q. Yes.

19 A. (Conneely) I'm sorry, could you repeat the ques tion

20 also.

21 Q. How is the RLIAP discount applied to the reside ntial

22 heat base rate components in this page?

23 A. (Conneely) Are you talking about the tariff rat es?

24 Under "tariff rates", those line items?
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 1 Q. Yes.  There are certain base rate components.  You can

 2 see there's a customer charge, and then there's a n

 3 LDAC.  And, you can see there's an item at the bo ttom,

 4 a box that reads "Residential Non-Heating Low Inc ome",

 5 and the second box from the top reads "Residentia l

 6 Heating Low Income".  And, so, the question is, i s the

 7 RLIAP discount applied to these residential heat base

 8 rate components?

 9 A. (Conneely) And, this is for the R-10 customer c lass, is

10 that where you are?

11 Q. Yes.  R-10, and also -- Yes.  Right.

12 A. (Conneely) And R-11?

13 Q. Yes.

14 A. (Conneely) The discount was applied in accordan ce with

15 Commission's Order 25,252, in Docket 11-069.  The  order

16 stated that the temporary rate factor charge of 0 .0293

17 per therm would be applied uniformly to all North ern's

18 rate schedules to customer classes.  So, it's

19 40 percent, including a temporary rate.

20 Q. Thank you.  Also, on Page 3 of your supplementa l

21 testimony, on Line 18, you reference a change to

22 Northern's ERC rate.

23 A. (Conneely) Yes.

24 Q. Is the development of this rate supported in th e
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 1 Revised Schedule 16-ERC, which begins on Page 237 ,

 2 Bates Page 237?

 3 A. (Conneely) That's correct.

 4 Q. Thank you very much, Mr. Conneely.  These quest ions are

 5 for Mr. Wells.  Did Northern experience any opera tional

 6 problems or supply disruptions during the last ye ar?

 7 A. (Wells) No, we did not.

 8 Q. Did the Company experience any unexpected prici ng

 9 issues regarding supply purchases last winter?

10 A. (Wells) No.

11 Q. Could you please briefly summarize any changes in the

12 supply portfolio from what was in place last year ?

13 A. (Wells) Certainly.  The biggest change is that the FPL

14 and Distrigas peaking contracts, that had been in  place

15 for ten years, ended as of October 31st, 2011, of  this

16 year, or will end as of this year.  They have bee n

17 replaced with peaking supply contracts that I des cribe

18 as "Peaking Supply 1", "2", and "3" in my prefile d

19 testimony.  Basically, the difference between the se two

20 supplies are actually -- it's reduced demand cost  and

21 reduced total volume.  These benefit our consumer s by

22 basically having a better matching our portfolio

23 requirements with -- or, better matching our supp ly

24 with our requirements, and also at a reduced dema nd
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 1 cost.

 2 Secondly, from a portfolio perspective,

 3 we have a series of new asset managers that we se lected

 4 in our spring RFP for the upcoming year.  So, we have

 5 new asset managers for our W10 supply -- our W10

 6 storage, rather, new asset managers for our Tenne ssee

 7 long-haul storage, and for our Tennessee Niagara,  and

 8 also a new asset manager for what we call our "Ch icago

 9 path", it's just a string of transportation contr acts

10 stretching from Vector, all the way to Tennessee and

11 Algonquin pipelines.  

12 Basically, these asset management deals

13 are pretty similar in terms and conditions to wha t we

14 had contracted for previously, just different, yo u

15 know, different asset management payments and dif ferent

16 -- different suppliers.

17 Q. Okay.  Thank you.  In your supplemental testimo ny, you

18 note that the Tennessee settlement rates have bee n

19 approved by FERC, and are being inserted into thi s

20 revised cost of gas filing?

21 A. (Wells) I would, without looking at my testimon y, the

22 settlement has not been approved by FERC.  FERC h as

23 given authorization to Tennessee to begin billing  the

24 settlement rates.
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 1 Q. Okay.

 2 A. (Wells) And, the important difference being tha t, in my

 3 forecast of both commodity costs and demand costs , I

 4 reflect the settlement rates.  However, the settl ement

 5 also calls for refunds back to June 2011, when th e rate

 6 case went into effect.  It does not reflect a ref und,

 7 because FERC has not -- FERC has only granted

 8 authorization to begin billing under the settleme nt

 9 rates as of November 1st.  It has not yet ruled o n

10 approving the settlement and, therefore, authoriz ing

11 the refunds.

12 Q. All righty.  Now, these capacity rate changes f or the

13 Tennessee Gas Pipeline that have at least been

14 integrated on an interim basis, for lack of a bet ter

15 term, are they favorable to ratepayers, when comp ared

16 to those used in the initial cost of gas filing?

17 A. (Wells) Yes.  They do reflect -- the cost of ga s, the

18 updated cost of gas reflects overall lower costs due to

19 the fact that there was a settlement put into pla ce.

20 To say that another way, Tennessee's proposed rat e case

21 would have been a higher overall result than the

22 settlement.

23 Q. Were there also changes to the TransCanada rate s?

24 A. (Wells) Yes.  To give a little bit of history, there
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 1 are multiple -- there are multiple cases involvin g

 2 TransCanada that impact this cost of gas.  The fi rst is

 3 that, on September 13th, Canada's National Energy  Board

 4 set the 2011 final tolls at a rate that was equal  to

 5 what had already been in place as interim tolls.  And,

 6 as a bit of background, I'm a little new on Natio nal

 7 Energy Board's process.  But, in the U.S., when a

 8 pipeline puts in rates, they are put into place s ubject

 9 to refund pretty routinely.  In the National Ener gy

10 Board, their process is a little different.  A pi peline

11 needs to file for interim rates, and then they fi le for

12 final rates.  So, it's possible that the interim rates

13 could be substantially different from the final r ates.

14 In the case of 2011, the interim rates were put i nto

15 effect starting in March.  And, then, subsequentl y,

16 what had happened is TransCanada had filed for fi nal

17 rates, which were somewhat higher than the interi m

18 rates that were in effect at that time.  The Nati onal

19 Energy Board determined that they were only going  to --

20 they were going to hold the rate at the initially  filed

21 interim rate level.  So, whereas the initial fili ng had

22 reflected the proposed final 2011 rates for Novem ber

23 and December, the updated filing reflects the act ual

24 approved final 2011 rates, which were at the lowe r
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 1 interim rate levels.

 2 Q. Thank you.  Mr. Kahl, I have a few questions fo r you.

 3 In your testimony from the original cost of gas f iling,

 4 which would be Exhibit 1, beginning on Page 3, on  Line

 5 15.  You state that the "forecast of Bad Debt exp ense

 6 is based on actual experience and not on a fixed

 7 percentage."  Is that correct?

 8 A. (Kahl) That's correct.

 9 Q. What is the Bad Debt fixed percentage applied t o gas

10 costs that the Company is currently allowed to re cover

11 through the cost of gas?

12 A. (Kahl) I have 0.45 percent.

13 Q. Thank you.

14 A. (Kahl) And, that is of the anticipated direct c ost of

15 gas.  If you look through the summary sheet, plus  I

16 think there's an allowance for some working capit al.

17 Q. Okay.  Now, Mr. Kahl, did the temporary rate se ttlement

18 approved by the Commission in Docket Number DG 11 -069,

19 which is Northern's current base rate case, allow  for a

20 change in the commodity bad debt calculation?

21 A. (Kahl) Not explicitly.  However, what was propo sed in

22 that base rate filing was to remove all bad debt that

23 was tied to the supply portion and remove that ou t.

24 So, it would only be collected in the cost of gas
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 1 proceeding.  So, we do think it is consistent wit h our

 2 initial filing and with the approval of the tempo rary

 3 rates.  I should also add that the bad debt expen se

 4 would be reconciled.

 5 Q. So, just to back up a little bit.  What would t he bad

 6 debt expense be if calculated as currently requir ed by

 7 the Commission?

 8 A. (Kahl) If we were using the 0.45 percent?

 9 Q. Yes, I believe so.

10 A. (Kahl) I've got about 130,000.

11 Q. And, how does that compare to the bad debt expe nse

12 included in the filing?

13 A. (Kahl) It's significantly lower.  I believe, in  our

14 filing, we're showing about 379,000.

15 Q. Okay.  As you alluded to this, will next winter 's

16 reconciliation of the winter commodity bad debt

17 recoveries and expense reflect the methodology fo r

18 calculating commodity bad debt as to be determine d by

19 the Commission in DG 11-069?

20 A. (Kahl) Yes.

21 Q. And any overrecovery would be credited back to

22 customers with interest?

23 A. (Kahl) Yes.

24 Q. Thank you.  Without going into specifics, the c ost of
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 1 gas working capital calculation is also based on a

 2 similar structure, in which you'd have a proposed

 3 change reflected in this cost of gas?

 4 A. (Kahl) Correct.

 5 Q. And, it would be resolved and reconciled simila rly to

 6 the cost of gas bad debt element after the final

 7 determination of the rate case, is that correct?

 8 A. (Kahl) That's correct.

 9 Q. Okay.  Now, we'll go back to the tariff pages, Mr.

10 Kahl.  I'm going to the proposed Revised Page 38,

11 Forty-Ninth Revised Page 38, about here (indicati ng) in

12 the filing.

13 A. (Kahl) Excuse me.  Is this in the supplemental filing

14 or in the --

15 Q. Yes, in the supplemental, Exhibit 2, the revise d

16 filing.  It's approximately seven, eight, nine pa ges

17 in.  

18 A. (Kahl) Is this "Page 38", you said?

19 Q. Yes.

20 A. (Kahl) Okay. 

21 Q. Forty-Ninth Revised Page 38.

22 A. (Kahl) Okay.

23 Q. Now, you've referred to some bad debt expense i n your

24 testimony.  Is it reflected on this page as a lin e
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 1 item?

 2 A. (Kahl) Yes, it is.  Let me elaborate.  We do sh ow -- we

 3 have a whole section here labeled "Bad Debt".  An d,

 4 what we start out with is what we project for the  year

 5 our total bad debt will be, that shows $650,000.  We

 6 then take the portion that we think will be alloc ated

 7 to the supply function, and that's based on histo rical,

 8 what we've seen over the last 12 months ending

 9 July 2012, and what portion of that would be reco vered

10 or incurred over the winter period.  So, again, b ased

11 on historical levels.  And, we take our reconcili ation

12 and add that altogether.  And, as you can see, th e

13 total is about 379,000.

14 Q. Now, is that reconciliation figure, is that pre sented

15 within the filing that we've received for this co st of

16 gas?

17 A. (Kahl) Yes.

18 Q. Could you point us to where that is?

19 A. (Kahl) In the initial filing, in Schedule 15, a nd it

20 would be Bate Page 225.  And, the bottom right wo uld

21 show the "$1,935".

22 Q. Thank you.  Now, just as a prospective matter, will

23 this bad debt figure be supported clearly in subs equent

24 cost of gas filings?
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 1 A. (Kahl) Yes.  In discussions with Staff, I did r ealize I

 2 did not provide sufficient information on how thi s

 3 number is derived, for instance, the bad debt num ber of

 4 650,000.  You know, that number we had gotten fro m

 5 talking with our Billing Department, who know or have

 6 firsthand knowledge of how much bad debt we will be or

 7 are incurring.  And, speaking with them, tried to  get

 8 their best estimate for what we thought it would be for

 9 this year.  Keeping in mind that the last 12 mont hs

10 that we had looked at had roughly $600,000 of bad  debt.

11 Because we have a new rate filing, a base rate fi ling

12 going on, costs will be a little bit higher.

13 Therefore, they thought that bad debt would go up  at

14 least for this year.  And, so, that was the basis  for

15 that 650,000.  And, as I said, going forward, we will

16 be, you know, supplementing that, those numbers, with

17 how they were derived, where they came from.

18 Q. Thank you, Mr. Kahl.

19 A. (Kahl) Thank you.

20 MR. SPEIDEL:  All right.  No further

21 questions from Staff for the witnesses.

22 CHAIRMAN GETZ:  Thank you.

23 BY CMSR. BELOW: 

24 Q. I was wondering if any of you know the mean or median
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 1 consumption in therms for any of the different cl asses

 2 of residential customers by either winter or summ er

 3 season?

 4 A. (Wells) I can handle that, Commissioner.  On, a nd this

 5 is weather-normalized, I provide in Attachment 1,  I

 6 believe it is, to Schedule 10B, on Page 182 of th e 263

 7 Bates stamp.

 8 Q. In the original filing?

 9 A. (Wells) In the original filing.  Yes.  I sponso r a

10 schedule that shows, for residential heat metered

11 deliveries, if you look at the -- give you a seco nd to

12 find the page.

13 Q. Yes, let me get there.  Page 182?

14 A. (Wells) 182, correct.

15 Q. Okay.

16 A. (Wells) It is labeled "Meter Distribution Deliv eries

17 and Meter Counts".  And, this is for residential heat

18 metered customers.

19 Q. Okay.

20 A. (Wells) So, this is -- well, this is total dist ribution

21 deliveries.  Although, because I also provide thi s for

22 C&I metered customers, I just want to point out, this

23 schedule is total distribution, not just our sale s

24 service customers.  But residential heat metered
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 1 customers, if you look at the last block, it says

 2 "Total Division Use Per Meter", for the last year  of

 3 complete data for 2009-2010, the average annual u se,

 4 this is in dekatherms, so it's 76.73 dekatherms p er

 5 year.  So, about 767 therms per year.  You know, we

 6 were projecting, it was probably five months -- o r,

 7 excuse me, it's probably six months actual/six mo nths

 8 estimate at the time of this forecast, about 79.0 1

 9 annual dekatherms per year, the actual.  And, the n, the

10 forecast was about 79 dekatherms per year.  And, then,

11 I also have that broken out by, you know, just No vember

12 through April and then just May through October a s

13 well, those figures.

14 Q. So, this is all residential heat customers, the  Tariff

15 Rate R-5 and R-6?

16 A. (Wells) I believe R-5 and R-6 are residential h eat,

17 correct.

18 Q. And, you could -- one could figure the seasonal  use by

19 just dividing up the months, splitting up the num bers

20 by groups of months?

21 A. (Wells) Actually, I do that on Line 70.

22 Q. Oh.

23 A. (Wells) So, if you were interested in the winte r-only

24 usage, it's about, you know, our most recently
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 1 completed winter, and this is weather -- I just w ant to

 2 remind myself, this is weather-normalized data, w as

 3 about 641, call it 642 therms per customer for th e

 4 winter -- for the recently completed winter perio d.

 5 Q. Okay.  And, do you have any idea how that might  compare

 6 to the median, half above/half below?

 7 A. (Wells) I wouldn't be able to tell you --

 8 Q. Okay.

 9 A. (Wells) -- what the median was.

10 CMSR. BELOW:  Okay.  Okay, thanks.

11 WITNESS WELLS:  You're welcome.

12 CMSR. BELOW:  That's all.

13 CHAIRMAN GETZ:  Any redirect,

14 Ms. Geiger?

15 MS. GEIGER:  Yes, Mr. Chairman.  May I

16 have a moment to approach the witnesses?  Thank y ou.

17 (Atty. Geiger conferring with the 

18 witnesses.) 

19 MS. GEIGER:  Thank you, Mr. Chairman.  I

20 don't have any further questions for the witnesse s.

21 CHAIRMAN GETZ:  Okay.  Then, the

22 witnesses are excused.  Thank you, gentlemen.

23 WITNESS WELLS:  Thank you.

24 CHAIRMAN GETZ:  Is there any objection
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 1 to striking the identifications and admitting the  exhibits

 2 into evidence?

 3 (No verbal response) 

 4 CHAIRMAN GETZ:  Hearing no objection,

 5 they will be admitted into evidence.

 6 Are there any issues to address before

 7 opportunity for closings?

 8 (No verbal response) 

 9 CHAIRMAN GETZ:  Hearing nothing, then

10 we'll begin with Ms. Hatfield.

11 MS. HATFIELD:  Thank you, Mr. Chairman.

12 The OCA has no objection generally to the Company 's

13 overall cost of gas proposed rate.  And, we note for the

14 record that we have no position on the Company's proposed

15 use of the new lead/lag and bad debt figures, bec ause we

16 understand that the parties will resolve that in the rate

17 case, and we understand that it's reconcilable, i f the

18 Commission determines that something other than t he

19 Company's proposal is adopted in its final order.

20 With respect to the Company's proposal

21 to reduce the energy efficiency rates, we do oppo se that

22 for several reasons.  First, no notice was provid ed that

23 we're aware of to the parties in DE 10-188, despi te the

24 fact that we had a meeting on September 12th in t hat
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 1 docket, and the Company's filing was made a few d ays

 2 later.  And, we think that changing the budgets f or the

 3 efficiency programs is really a programmatic ques tion that

 4 should be addressed by the parties in those docke ts.  And,

 5 based on information that we have from that other  docket,

 6 the Company was on -- has been on track to spend its

 7 approved budget.  There are some areas where they  were

 8 actually on track to overspend, as I discussed wi th Mr.

 9 Conneely during this hearing.  And, before the Co mmission

10 approves a change in the efficiency spending, we would

11 respectfully request that the other parties in th e

12 efficiency docket have a chance to weigh in.  

13 And, then, I would also point out that,

14 based on the Company's filing for its proposed 20 12

15 efficiency programs, they are actually requesting  an

16 increase in the budget.  And, so, that calls into

17 question, for us, you know, just what is their ba sis for

18 reducing the spending?  And, I think Mr. Conneely

19 testified today that he doesn't have the informat ion

20 necessary, and he's not familiar with the program s.  So,

21 we don't believe the Company has met the burden f or

22 reducing spending in that particular area.  Thank  you.

23 CHAIRMAN GETZ:  Okay.  Thank you.

24 Mr. Speidel.
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 1 MR. SPEIDEL:  Thank you, Mr. Chairman.

 2 Staff supports the Northern Utilities' proposed r evised

 3 2011-2012 peak period cost of gas rates as filed,  subject

 4 to Audit Staff's review of the filed 2010-2011 pe ak period

 5 cost of gas reconciliation, which should be compl eted in a

 6 few days.  No issues of concern are expected to c ome out

 7 of the audit of last winter's reconciliation.  If

 8 something material should arise, Staff will notif y the

 9 Commission.

10 The sales forecast for the 2011-2012

11 peak period cost of gas was developed in a consis tent

12 manner with prior cost of gas forecasts, based pr imarily

13 on normalized actual sales from the prior year.

14 The supply plan is based on the

15 principles of least cost planning.  And, the dire ct gas

16 costs are based on actual or hedged prices and pr ojected

17 pricing that reflect market expectations.  

18 The projected commodity bad debt expense

19 and working capital in the filing was calculated using the

20 proposed, rather than a Commission-approved metho dology,

21 but the actual commodity bad debt expense and wor king

22 capital to be recovered through the cost of gas w ill

23 ultimately reflect the Commission's decision on t hese

24 matters in the base rate case.  There will be a
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 1 reconciliation of forecast and actual gas costs f or the

 2 2011-12 peak period that will be filed prior to n ext

 3 winter's cost of gas proceeding.  And, any concer ns that

 4 may arise related to the 2011-2012 cost of gas fo recast

 5 may be raised and addressed in the 2012-2013 peak  period

 6 cost of gas.

 7 The Company has been active within its

 8 pipeline shipper groups, participating in efforts  to

 9 mitigate the proposed rate increases by the pipel ine

10 companies, and that has borne fruit.

11 The Company's hedging policy has offered

12 and continues to offer some measure of price stab ility in

13 the commodity portion of the cost of gas rates fo r

14 customers.  Northern's hedging activities support ed in

15 this cost of gas forecast appears to be consisten t with

16 Commission policy currently in place.

17 The Local Delivery Adjustment Charge is

18 comprised of a number of surcharges, all of which  have

19 been established in other proceedings, with the a ctual

20 amounts of each determined in these winter cost o f gas

21 proceedings and effective for one year.  Staff ha s

22 completed its review of the calculations supporti ng the

23 proposed LDAC rates, and has found that the rates , as

24 revised and corrected, appear to be correct.  Aud it Staff
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 1 has not quite completed its review of the environ mental

 2 remediation costs, but does not foresee any mater ial

 3 issues.  

 4 Based on the updated calculations and

 5 supporting schedules for each LDAC component rate

 6 adjustment, Staff recommends approval of the prop osed LDAC

 7 rates effective beginning on service rendered Nov ember

 8 1st, 2011.  If the Audit Staff finds a material e rror in

 9 its review of the environmental remediation costs , Staff

10 will notify the Commission.

11 Staff has reviewed the proposed supplier

12 balancing charges and capacity allocator percenta ges, and

13 charges appear to be accurate and reasonable, bas ed on the

14 updated information, and recommends Commission ap proval.

15 Also, we support the Company's proposal for readj ustment

16 of the reentry fee as reasonable.

17 In sum, Staff appreciates the efforts of

18 the Company in this matter and recommends approva l of the

19 cost of gas and LDAC rates, subject to the final audits

20 and the reconciliations mentioned.  Thank you.

21 CHAIRMAN GETZ:  Thank you.  Ms. Geiger.  

22 MS. GEIGER:  Yes.  Thank you, Mr.

23 Chairman.  Northern respectfully requests that th e

24 Commission approve the Company's revised filing f or the
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 1 upcoming winter season's cost of gas.

 2 The Company is sensitive to the Office

 3 of Consumer Advocate's request and position in th is case.

 4 However, we do not feel that, at the present time , that

 5 there should be any change made to the proposed r ate for

 6 the low income -- or, excuse me, for the Demand S ide

 7 Management Charge.  That charge is decreasing in this

 8 docket.  And, to the extent that, in the CORE doc ket,

 9 there is discussion and consensus and agreement a round

10 changing the budget, which would necessitate a mi dcourse

11 correction to the rate, then the Company would be  amenable

12 to revisiting the DSM charge in the spring COG fi ling.

13 Thank you.

14 CHAIRMAN GETZ:  Okay.  Then, with that,

15 we will close the hearing and take the matter und er

16 advisement.  Thank you, everyone.

17 (Whereupon the hearing ended at 11:16 

18 a.m.) 

19

20

21

22

23
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