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PROCEEDI NGS

HEARI NGS EXAM NER ROSS: Good
nmorning. My nane is Anne Ross. |I'mgoing to
be the hearings exam ner. Just a couple of
prelimnary matters. And by the way, please
refer to ne as "Attorney Ross.”

We are going to be testing a
new audi o systemthis norning to see if it
wll work as a backup or substitute for our
court reporting service. So, please speak
into the m cs and nmake sure that, you know,
the mcs are on. You should hear -- | can
hear right now that ny voice is com ng over
the system Hopefully we'll be able to kind
of hear the feedback as well.

This is Northern's summer cost

of gas proceeding. | wll be acting as
hearings examner and filing a
reconmendati on today based upon the filings

and the testinony presented to the
Comm ssion, and the Conm ssion will act on
t hat recommendation prior to your requested

effective date of May 1st.
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Do we have any procedural
matters before we begin this hearing?

M5. GEIGER Attorney Ross, the
only thing I would nmention is that the
Conmpany has filed its affidavit of
publication, as required by the order of
notice. That was filed on April 5th.

HEARI NGS EXAM NER ROSS: Thank
you.

M5. GEIGER And in addition to
that, there was a notion for protective order
and confidential treatnent that was filed
seeking protective treatnent for sone of the
pages that were submtted with the origina
filing in Schedule 5-A. So | just wanted to
make sure that you were aware of that.

HEARI NGS EXAM NER ROSS: Thank
you. | was aware of the notion. And since
we're on that subject, I wll be making a
recomrendati on on the notion. Could you just
tell me quickly what types of information
you're seeking to treat as confidential?

M5. GEIGER Yes. Basically,

{DG 12- 068} [04-19-12]
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the informati on consi sts of peaki ng denmand
cost estinmates, asset managenent agreenent
revenues, peaking supply denmand cost,
transportation and delivery terns and
conditions, and liquified natural gas
trucking and transportation costs. And these
docunents contain conpetitively sensitive
commercial information and trade secrets that
Nort hern seeks to keep confidential and that
have previously been afforded confidenti al
treatnent by the Conm ssion in other cost of
gas proceedi ngs.

HEARI NGS EXAM NER ROSS: Thank
you. And | assune there are no objections to
the notion for confidential treatnment?

MR. SPEIDEL: No objections,

At t or ney Ross.

HEARI NGS EXAM NER ROSS: Thank
you.

Ckay. Wiy don't we begin by
mar ki ng for identification the affidavit of
publication as Exhibit 1.

And then, again, there are no

{DG 12- 068} [04-19-12]
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intervenors? M filing record here
indicates no intervention. 1|s that correct?

M5. GEIGER That's correct.

HEARI NGS EXAM NER ROSS: So we
only have Staff and the Conpany appeari ng
t oday.

(Exhibit 1 marked for identification.)

M5. GEIGER  Correct.

HEARI NGS EXAM NER ROSS: Al
right. So |I would al so suggest that we mark
the filing that was nmade on March 15th by the
Conmpany, which includes a nunber of itens --
the notion, tariff pages, a sumuary, three
different prefiled testinonies and
schedul es -- as Exhibit 1. Do you want to
designate the first as the public, and then
we'll enter the confidential exhibit as
Exhi bit 2? Wuld that be hel pful ?

THE CLERK: Excuse ne,
Attorney Ross. Just a correction. You had
menti oned using the affidavit as Exhibit 1.

HEARI NGS5 EXAM NER ROSS:  Yes.

l"msorry. | msspoke. | neant Exhibit 2.

{DG 12- 068} [04-19-12]
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Thank you.
THE CLERK: Two. Ckay.

HEARI NGS5 EXAM NER ROSS: Are
there two versions, a public and --

M5. GEIl GER My under st andi ng
is that the confidential information that |
just referred to had been submtted wth the
notion for protective order, and |I don't
believe we're going to be discussing it in
t he public session.

MR. SPEIDEL: Yes, it's all
right to nmark it as an exhibit under the new
procedure, wherein there's no need to
resubmt material. So, just for clarity
pur poses, we can mark the public version as
Exhi bit 2, perhaps, and the confidenti al
version as Exhibit 3.

HEARI NGS EXAM NER ROSS:  Ckay.
Thank you.

(Exhibits 2, 3 nmarked for
identification.)

Are there any other exhibits

that parties are going to want marked for

{DG 12- 068} [04-19-12]
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identification?

M5. GEl GER Yes, Attorney
Ross. The Conpany nmade a suppl enental filing
on April 13th, 2012, and we would like to
have that al so marked for identification as
Exhi bit 4.

HEARI NGS EXAM NER ROSS: And
what was the date of that filing?

M5. GEIGER  April 13th, 2012.

HEARI NGS5 EXAM NER ROSS: I have
one indicated as filed on the 16th. Wuld
t hat be the sane?

M5. GEIGER It could have
been. It could have been the 16th. It's
under a cover letter dated April 13th. |
just assuned it had been filed that day.

HEARI NGS EXAM NER ROSS:  Ckay.

Is there confidential material in that filing
as wel | ?

M5. GEIGER | don't believe
so.

HEARI NGS EXAM NER ROSS: Ckay.

So that can be marked for identification as

{DG 12- 068} [04-19-12]
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Exhi bit 4.
(Exhibit 4 marked for identification.)

All right. Let's begin by
taking -- I'msorry.

MR. SPEI DEL: If I may,
Attorney Ross, Staff would also like to nark
sone data requests as additional exhibits.

HEARI NGS EXAM NER RCSS: Oh,
okay. Hold on a minute. Let ne nmake sure
|'"ve got a list of what we've done so far.
You'll have to forgive ne, because ny report
is due so quickly, I"'mnot going to have a
transcript to refer to, so | have to have
notes here. Although, maybe I'll have a
recor di ng.

THE CLERK: Maybe.

HEARI NGS EXAM NER ROSS:  Yes.
Ckay. Go ahead, pl ease.

MR. SPEI DEL: Ckay. There are
a series of data responses fromthe Conpany
to Staff, with a cover letter dated April 13,
2012. And | believe that would be narked as
Exhibit 5, if possible. And | would bring

10
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11

that to the clerk and to the hearings
exam ner as wel | .

There's also a series of data
responses dated April 16th. That woul d be
mar ked as Exhibit 6. And then there is one
addi tional data response with a cover letter
dated April 17th, and that woul d be Exhi bit
7. So |l will mark those as such for the
conveni ence --

HEARI NGS EXAM NER ROSS: And
that was April 17th?

MR. SPEIDEL: Yes, that is

correct.

HEARI NGS EXAM NER ROSS: And
you shared -- | nean, the Conpany knows which
data requests -- which responses these are?

MR. SPEIDEL: | believe they
woul d know. They should have themon file,
at | east.

Me. GEl GER: Attor ney Ross, |
just need to confer with Attorney Speidel on
the April 17th. | think it was filed

directly by the Conpany. | did not file it.

{DG 12- 068} [04-19-12]
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So | want to nmake sure | have what he's
t al ki ng about .

MR. SPEI DEL: Ckie dokie. |
can give you a copy. So the 17th is this
guy. Have you seen this?

M5. GEIGER | probably did. |
just don't have the cover letter.

MR SPEI DEL: Here, you can
just have this.

M5. CGEl GER: Ckay. Thank you
very nmuch. | was just |acking the cover
letter.

(Exhibits 5, 6, 7 marked for
identification.)

HEARI NGS EXAM NER ROSS: Al
right. Any other exhibits that we need to
identify before we begi n?

MR. SPEIDEL: That wll be all,
t hank you.

HEARI NGS EXAM NER ROSS: Al
right. Wth that, |I'm going to suggest that
we do appearances, and, if you w sh to nake

any short opening statenent, that you nmake it

12
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when you appear. And we'll have the Conpany
go first, and then at the end of the hearing
we' |l have the Conpany go last with the
cl osi ng statenent.

M5. GEI GER  Thank you. [|'m
Susan Ceiger, fromthe law firmof Or &
Reno. | represent Northern Utilities, Inc.
And with nme this norning are the w tnesses
who' ve prefiled testinony in this case,
starting, | guess, at Attorney Ross's
i mMmedi ate right: Joe Conneely, Francis Wlls
and Chri stopher Kahl. And also wth ne at
counsel table this nmorning is George Sinmmons,
all fromthe Conpany.

MR, SPEIDEL: And this is
Al exander Speidel, representing Conm ssion
Staff, and | have with ne Robert Watt of the
Gas & Water Division.

HEARI NGS EXAM NER ROSS: Al |
right. | see that we have w tnesses already
seated. Maybe the court reporter could swear

themin and we'll begin.

13
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14

(VHEREUPON, JOSEPH F. CONNEELY,
FRANCI S X. VWELLS AND CHRI STOPHER KAHL
were duly sworn and cautioned by the
Court Reporter.)
JOSEPH F. CONNEELY, SWORN
FRANCI S X. WELLS, SWORN
CHRI STOPHER KAHL, SWORN
DI RECT EXAM NATI ON

BY Ms. CGEI GER

Q

We'll start with M. Kahl. Could you pl ease
state your nane for the record.

(By M. Kahl) Christopher Kahl.

And where are you enpl oyed, and what

posi tion do you hol d?

" ma senior regulatory analyst with Unitil
Cor p.

And have you ever testified before the New
Hampshire Public Uilities Conmm ssion?

(By M. Kahl) Yes. | testified in |Iast

W nter's cost of gas adjustnent.

And M. Kahl, 1'd Iike to show you the
docunent that Attorney Ross has nmarked for

identification as Exhibit 2. Could you

{DG 12- 068} [04-19-12]
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[WITNESS PANEL: CONNEELY|WELLS|KAHL]

>

pl ease identify this docunent?

(By M. Kahl) Yes. That is this summer's
cost of gas adjustnent filing.

And did you assist in preparing that filing?
(By M. Kahl) Yes, | did.

And 1'd |ike to show you anot her docunent
that Attorney Ross has marked for
identification as Exhibit No. 4. Do you
recogni ze that docunent?

(By M. Kahl) Yes, | do. That is the

revi sed sunmer cost of gas filing which
updates the original filing.
Ckay.

(By M. Kahl) Let nme also add that this
updated filing reflects NYMEX gas future
prices as of April 9th, 2012, as well as
ot her updates, revisions and corrections to
the initial filing that were di scussed at
the technical conference held April 9th in.
Thi s docket .

HEARI NGS5 EXAM NER ROSS: M.

Kahl, you could use that m crophone. | hate

to see you | eani ng so.

15
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[WITNESS PANEL: CONNEELY|WELLS|KAHL]

16

MR. KAHL: Thank you.

BY Ms. CGEI GER

Q

Now, M. Kahl, did you prefile testinmony in
this docket?

(By M. Kahl) In this docket? Yes, | did.
And is it your prefiled testinony contained
in what's been nmarked for identification as
Exhi bit 2 under the tab entitled "Kahl
Test i nony" ?

(By M. Kahl) Yes, it is.

And to the best of your know edge and
belief, was your prefiled testinony true and
accurate at the tinme it was filed?

(By M. Kahl) Yes.

Do you have any corrections or updates to
your prefiled testinony?

(By M. Kahl) Yes. To the extent that ny
prefiled testinony is inconsistent with the
information contained in the revised cost of
gas filing that has been narked as

Exhi bit 4, the revisions in Exhibit 4 take
precedence and supersede any conflicting

information in ny prefiled testinony.

{DG 12- 068} [04-19-12]
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[WITNESS PANEL: CONNEELY|WELLS|KAHL]

17

Ckay. And subject to the changes that have
been -- or would have been necessitated to
your prefiled testinony as the result of the
revised COG filing that's been marked as
Exhi bit 4, do you adopt your prefiled
testi nony under oath today?
(By M. Kahl) Yes, | do.
Do you wish to add anything further to your
prefiled testinony?
(By M. Kahl) No.
Thank you.

M. Wells, could you pl ease state your
nanme for the record.
(By M. Wells) My nane is Francis Wl ls.
Where are you enployed, and what position do
you hol d?
(By M. Wells) | amenployed by Unitil
Service Corp. | amthe manager of gas
suppl y.
Did you prepare prefiled testinony for this
docket ?
(By M. Wells) Yes, | did.

And is that prefiled testi nony contai ned

{DG 12- 068} [04-19-12]
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[WITNESS PANEL: CONNEELY|WELLS|KAHL]

18

under the tab entitled "Wells Testinmony" in
what's been marked as Exhibit 27

(By M. Wells) Yes.

And to the best of your know edge and
belief, was that prefiled testi nony true and
accurate at the tinme it was filed?

(By M. Wells) Yes.

Do you have any corrections or updates to
your prefiled testinmony?

(By M. Wells) | did provide sone updated
schedul es that were provided in the updated
filing which was marked as Exhi bit 4.

Ckay. And as a result of the updated
filing, subject to any changes that m ght be
necessitated to your prefiled testinony as
the result of that updated filing, do you
adopt your prefiled testinony under oath

t oday?

(By M. Wlls) Yes.

Ckay. Do you have anything further to add
to your prefiled testinony?

(By M. Wells) No.

Thank you.

{DG 12- 068} [04-19-12]
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[WITNESS PANEL: CONNEELY|WELLS|KAHL]

M. Conneely, could you pl ease state
your nane for the record.
(By M. Conneely) My nane is Joseph
Conneel y.
Where are you enpl oyed, and what position do
you hol d?
(By M. Conneely) |I'menployed by Unitil
Service Corp. as a senior regulatory
anal yst.
And did you prepare prefiled testinony for
this docket?
(By M. Conneely) Yes.
And is that prefiled testinony under the tab
entitled "Conneely Testinony" in what's been
mar ked as Exhi bit 27?
(By M. Conneely) Yes.
And to the best of your know edge and
belief, was your prefiled testinony true and
accurate at the tinme it was filed?
(By M. Conneely) Yes.
Ckay. And do you have any corrections or
updates to your prefiled testinony?

(By M. Conneely) Yes, | do. To the extent

19

{DG 12- 068} [04-19-12]




© 00 ~N o o b~ w N

N RN NN R R R R R R R R R, R
w N PP O © 00O N o o A wPN - O

[WITNESS PANEL: CONNEELY|WELLS|KAHL]

20

that ny prefiled testinony is inconsistent
wth the information contained in the cost
of gas filing that has been nmarked as

Exhi bit 4, revisions in Exhibit 4 take
precedence and supercede any conflicting
information in ny prefiled testinony.

Ckay. So, subject to any changes to your
prefiled testinony that woul d be
necessitated by the updated cost of gas
filing, do you adopt that testinony today?
(By M. Conneely) Yes, | do.

One additional thing, M. Conneely. For
Attorney Ross's benefit, could you pl ease
provide a brief explanation of the effects
of Northern's proposed cost of gas filing on
the nmonthly bill of a typical residential
heati ng customer consum ng 50 therms per
nont h?

(By M. Conneely) Yes. Revised Schedule 8
provides information that's on Bates Stanp
156 of 238. And this page shows the effect
of the revised cost of gas on residenti al

custoners.
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[WITNESS PANEL: CONNEELY|WELLS|KAHL]

HEARI NGS EXAM NER ROCSS: Hol d
on a mnute. Can you give ne one of the
Exhibits 2 and 3 fromthe file, just so |
have them for reference?

MR. SPEI DEL: Here, we have
this.

M5. GEIGER And this
actually -- | think the page that M.

Conneely is referring to, it's in Exhibit 4,

actual |l y.

HEARI NGS EXAM NER ROSS: I'n
Exhi bit 472

MS. CGEl GER  Yeah.

MR. SPEIDEL: So here we have
the updates. |Is there...

(O f-the-record di scussion.)

HEARI NGS EXAM NER ROSS: Al |
right. W're going to turn off the audio
because of the static. W'Il|l have to fiddle
around with that sone other tine.

All right. And we were on
Exhi bit 4.

MR. CONNEELY: Yeah. Attorney

21
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[WITNESS PANEL: CONNEELY|WELLS|KAHL]

Ross, it's on Page 156 of 238 of the Bates
Stanp, and this Schedul e 8.

HEARI NGS EXAM NER ROSS: And
could I ask you a question, only because |
need to understand as we go. Wen you say a
typi cal custoner with 50 therns per nonth, is
that the Conpany's assessnent of what a
sumrer heating or non-heating custoner would
use? | nean, what custoner are we talking
about here?

MR. CONNEELY: This is the
residential heating custoner for the sunmer
peri od.

HEARI NGS EXAM NER ROSS: Ckay.
Thanks.

(By M. Conneely) And on that Page 156, the
residential custoner using 50 thernms nonthly
woul d expect to see a decrease of $9.12 in
their overall nmonthly bill. This is a
decrease of 14.2 percent fromlast sumer's
season's gas bill for the sane consunption

| evel s.

HEARI NGS EXAM NER ROSS: Thank

22
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[WITNESS PANEL: CONNEELY|WELLS|KAHL]

23

you.
BY M5. CElI GER
Q And M. Conneely, do you have anyt hing

further to add to your testinony?

A (By M. Conneely) No.

M. GEI GER Thank you. The
W t nesses are avail able for
Cross-exam nati on.
MR. SPEIDEL: Ckay. Very good.
| will provide Attorney Ross with the
remai nder of Exhibit 4's schedul e sunmary so
that she has it handy in case she wants to
reviewit.
HEARI NGS EXAM NER ROSS: Thank
you.
CROSS- EXAM NATI ON
BY MR SPEI DEL:
Q Let's start fromthe top. |If we can begin
wth M. Conneely, would you be able to give
a qui ck capsule sunmary, not in terns of
bill inpacts, but in terns of dollar val ues,
of how t he proposed 2012 off-peak peri od

cost of gas rate, as revised, conpares to

{DG 12- 068} [04-19-12]
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[WITNESS PANEL: CONNEELY|WELLS|KAHL]

24

| ast year's seasonal average rate?
(By M. Conneely) This would be on
Exhibit 4, and that's Bates Stanp 152 of
238.
Ckay.
(By M. Conneely) Revised Schedule A is the
tab. And this list of -- the first page
woul d be the typical residential heating
bill using 318 therns for --

HEARI NGS EXAM NER ROSS: Coul d
you repeat the page again?

MR. CONNEELY: Yeah. |1t's Page
152 of 238 and that's in the revised
Schedul e 8.

HEARI NGS EXAM NER ROSS: Thank
you. Ckay. Please continue.
(By M. Conneely) And this schedul e
contains -- the first page is the
residential heating bill, and behi nd that
are a few different classes of custoners:
40, A1 and G51. Do you want ne to just
speak to the residential heating bill?

Sur e. That woul d be fi ne.
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[WITNESS PANEL: CONNEELY|WELLS|KAHL]

(By M. Conneely) So, on the right-hand side
of the layout is May through Cctober, which
conprises the sunmer period. So, for the
typical residential heating custoner,
$339.01 is the forecasted anmpbunt for this
upcon ng 2012 sunmer. Down bel ow has a
total for the sumrer 2011 of $396.53. So,
t he change, season over season, would be
$57.52, or a net change of 14.51 percent.
HEARI NGS EXAM NER ROSS:  You
just indicated that the -- | apologize for
interrupting the cross. But | thought | had
a note earlier that the bill inpacts were
15. 2 percent reduction, and now you're
telling nme it's a 14.5 percent reducti on.
Did | get that wong?
(By M. Conneely) There's two different
ki nds of benchmarks that we're using. On
this particular one that we're speaking of,
t he $57.52 change, that's using 318 therns
for the whole season. And if you | ook
under -- this schedule's a little difficult

to read for the first tine. But it has the

25
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[WITNESS PANEL: CONNEELY|WELLS|KAHL]

nmont hs above, and it has different usage for
each nonth; whereas, on Page 156 --

HEARI NGS5 EXAM NER ROSS: I
think I understand. Wuld you say the 14.5
nunber mght be a little nore accurate, since
it's based on a nonthly variati on as opposed
to average nonthly therm used?

MR. CONNEELY: Yeah, it's
seasonal. It's kind of trying to capture a
benchmar k of each nont h.

HEARI NGS EXAM NER ROSS: Ckay.

Thank you.

BY MR SPEI DEL:

Q

Now, M. Conneely, can you conpare the rate
itself that's proposed for this summer as
conpared to the seasonal average rate of

| ast sunmer ?

(By M. Conneely) Yeah. It's again on

Page 152 of 238. W have on the | eft-hand
colum the summer 2012 proposed cost of gas,
and that's .4264. And then |ast year, down
bel ow, under the sumrer 2011, there's a

boxed nunber that says "Summer Period 2011
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Aver age Cost of Gas," and that's .6218.
Q Per therm right?

A (By M. Conneely) Per therm yeah. So the

change -- excuse ne. |I'll do this
calculation. 1It's a decrease of .1954 per
t her m

THE COURT REPORTER: Poi nt ?
MR, CONNEELY: . 1954,
MR. SPEIDEL: Doll ars.

BY MR SPEI DEL:

Q All rightie. Mving on, M. Conneely. Are
any of the gas supplies in this off-peak
cost of gas forecast hedged, pre-purchased
or otherwise tied to a predeterm ned fi xed

price?

A (By M. wells) I'll take that one, Attorney

Spei del .

The Conpany, consistent with its
approved hedgi ng pl an, has May and COct ober
futures contracts purchased for the sunmer
period. The detail of this is found on
Schedul e 7, which was revised in Exhibit 4.
And it's revised on Page 150 of 238.
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So we can incorporate that by reference. |
think we're all set on that question. Thank
you, M. Wells.

To the Panel: Do you know if the Audit
Staff has conpleted its review of cost of
gas reconciliation froml ast sunmer?

(By M. Conneely) | can speak to that,
Att or ney Spei del .

As of yet, we have not heard back from
the Audit Staff. Historically, they are
still looking into it at this point. And if
t hey have any problens, it's usually | ooked
at and reconciled in the next cost of gas.
Ckay. Are you aware of any issues, at | east
on an interimbasis, resulting fromthe
Audit Staff's review of the reconciliation
from 20117
(By M. Conneely) No, sir, | amnot.

Thank you very nuch.

These questions are for M. Kahl. On
Page 7, beginning at Line 6 of your
testimony --

MR. SPEI DEL: And Attorney
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Ross, that can be found within the Exhibit 2

copy that |'ve shared with you.

BY MR SPEI DEL:

Q

You state the demand costs for the summer
peri od have undergone significant changes,
maki ng it necessary for the Conpany to
change the annual denmand cost allocations in
this filing. Are these denmand cost
allocations nornally determ ned with each
peak period cost of gas forecast?

(By M. Kahl) Yes. Excuse ne. Yes, they
are typically done with the peak period

w nter filing.

What are sone of the demand costs that have
under gone significant changes since the peak
peri od forecast?

(By M. Kahl) I wll turn this one over to
M. Wells.

(By M. Wells) So the demand cost update is
based upon a change in TransCanada denand
tolls fromwhat was avail abl e during the

W nter season to what was approved by the

NEB prior to the preparation of the budget

29
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for the summer season

HEARI NGS EXAM NER ROSS: \What
is the NEB?

MR, VEELLS: Excuse ne. It is
the National Energy Board in Canada --

HEARI NGS EXAM NER ROSS: Oh,
t hank you.

MR, VELLS: -- that regul ates
TransCanada toll s.

HEARI NGS EXAM NER ROSS: Ckay.
Thank you.
(By M. Wells) So the reduction of denand
costs that was anticipated due to the
Nat i onal Energy Board order results in a
proj ected total Conpany demand cost
reducti on of about $1.8 mllion per year.
The Conpany believes that it is appropriate
to reflect that change on a current basis in
the sumrer filing. So the filing that has
been prepared shows a different denand cost
t han what had been approved in the w nter
COG filing on that basis. However, the

Conpany does not propose to change the PR

30
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al l ocator of actual demand costs incurred
for the sumrer -- during the sumer period
fromthe PR allocator that was approved by
bot h t he New Hanpshire and Mai ne Conm ssi ons
out of the wi nter COG peri od.

The result of changi ng t he annual
demand cost in this filing is intended only
to reflect a | ower anount of cost that is
required to be recovered from New Hanpshire
sumrer COG custoners for this period, but
wll not affect the allocator of actual
costs as they are incurred during the sumrer
peri od between the Mai ne and New Hanpshire
di vi si ons.

And that woul d be a good segue into ny next
question. Did the changes result in any
changes in the cost allocation factors used
to all ocate these costs between Northern's
Mai ne and New Hanpshire divisions? And you
can give a yes or no answer to that. The
answer woul d probably be?

(By M. Kahl) I'Il take that question.

There are several conponents to the PR

31
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allocators. And all we've noticed is one
snmal | change to one conponent of one
one- hundredth of a percent. Overall there
is no change to the PR all ocators.

HEARI NGS EXAM NER ROSS: Coul d
you tell me what "PR' stands for?

MR. KAHL: Proporti onal
responsibility.

HEARI NGS EXAM NER ROSS: Thank
you.

MR. KAHL: This is the
al | ocati on between New Hanpshire and Mi ne.

HEARI NGS EXAM NER ROSS: Thank

you.

BY MR SPEI DEL:

Q

On Page 15, Line 6 of your testinony, M.
Kahl, you state, "The Conpany is projecting
no refunds related to gas supply-rel ated
costs in this filing." Has the Conpany
decided how it would treat the Tennessee (Gas
Pi peline refunds related to its FERC rate
case?

(By M. Kahl) The Conpany intends to fl ow
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those through in a -- consistent with the
Conpany's tariff. The Conpany can attenpt
to flow those in in the sumrer CGA
Wien ny initial testinony was

subm tted, the Conpany had not received that
refund. However, the Conpany does have to
do or undertake a nunber of steps to neke
sure that refund is flowed through
accurately. The Conpany will make its best
effort to get that into the May 1 rates. |If
it feels that it needs additional tinme, it
wll flowthat into the first adjustnment a
nmonth | ater, which would occur towards the
end of May and be effective June 1st.
Thank you for that explanation.

HEARI NGS5 EXAM NER ROSS: I
assune that neans that the change wll be
|l ess than, is it a 20-percent threshol d that
we have that you can make changes w t hout
revi ew?

MR KAHL: Yes, 25 percent.

HEARI NGS EXAM NER ROSS: Thank

you.

33
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BY MR SPEI DEL:

Q

M. Kahl, will the Conpany be providing
Staff with detail ed summari es and
expl anations of how the refund all ocators
are applied?
(By M. Kahl) Yes, it wll.
Thank you.
(By M. Kahl) Attorney Speidel, let ne just
add, it's highly likely we will have that in
pl ace for the May 1st sunmer season.

And one other just slight correction.
We have a 25-percent threshold upwards. So
this is going to be a refund pushing rates
downward - -

HEARI NGS EXAM NER ROSS: Thank
you for the clarification.
There is no threshold downwar d.
HEARI NGS EXAM NER ROSS:  You're

right.

(Court Reporter interjects, as parties

are speaking at the sane tine.

Previ ous response read back.)

(By M. Kahl) Earlier, the issue of a
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threshold cane up. And there is a
25-percent threshold in which, if rates --
rates can go up by as nuch as 25 percent

W t hout any approvals -- specific approval.
Rat es can decrease 100 percent w thout any
approval. There is no threshold downward
for price adjustnments.

M5. GEIGER And I"'msorry to
di srupt the flow of the cross-examn nati on,
but the Conpany had submtted to Staff sone
schedul es yesterday via e-mail that woul d
outline and descri be how t his adjustnent
woul d be nmade, or the refund. | don't know
if that's sonething that would be hel pful for
the record at this point, but the Conpany
woul d i ke to make that avail abl e.

MR. SPEIDEL: As a matter of
fact, | had conferred with M. Watt about
that. It had conme in pretty close to our
hearing. And we think it best for us to
review it for accuracy, and then the Conpany
can provide such explanations within the

context of one of its nonthly over/under cost
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of gas filings -- for exanple, for May or
June or sonething along those lines -- so
that we can get everything right.

M5, CGEl GER  Ckay.

MR. SPEI DEL: So, thank you.
Thank you for offering that, though.

MB. CGEl GER  Ckay.

MR, SPEIDEL: And that's why
it'"s nice to have a court reporter in person
at these hearings, because you can get
everything in accurately.

BY MR SPEI DEL:

Q All rightie. W have sone general questions
about conpany- nanaged supply all ocation for
the entire panel. Anyone who'd like to
answer can answer. And these are just
gener al background questi ons.

Per haps soneone could explain as to
when conpany- managed supply resources -- how
t hat has devel oped over tinme, when they
first cane into use, sone of the corporate

hi story of that.

A (By M. Kahl) 1'll start out. And it m ght

36
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help just to clarify what conmpany-managed
gas, or conpany -- we're tal king about
conpany- managed or conpany use? |'msorry?
Conpany- nanaged. That's right. Yeah.
(By M. Kahl) Al right. Conmpany-managed
gas. This is tied to capacity assignnent
for third-party providers. So if we just
pick a third-party-provider, such as Sprague
or Anerada Hess, they will serve custoners
who won't require our supply. And these
custonmers are custonmers that have m grat ed.
They used to be our custonmers and they've
| eft our systemand they're allowng this
third party to provide their supply. Wen
they mgrate froma sales custoner to a pure
transportation custoner, they are getting
the capacity that we had subscri bed for
t hem

So now, their third-party-provider is
assi gned capacity. And the way that the
system operates is contracts, such as
pi peline contracts, are released to that

third-party-provider. For instance:

37
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Tennessee Gas Pi peline, who is one of our
maj or pipelines, we will release sone of
that, and the contract basically goes to
that third-party-provider. However, sone
contracts cannot be released. And in that
case, it is a conpany-nanaged contract,
whi ch neans that a third-party-provider wll
nom nate the gas, and we will make sure that
t hat gas shows up at their receipt point --
|'msorry -- at the delivery point. And we
wll invoice the custonmer in that case --
or, actually, the third-party provider. So
that's what conpany-nmanaged gas i s.

So it is gas that we are still buying.
It's flow ng on our system And because we
couldn't release it, now Northern Utilities
will bill the third-party provider for the
fi xed and variable costs related to that
capacity.

(O f-the-record di scussi on between

Staff counsel and M. Watt)

BY MR SPEI DEL:

M. Kahl, thank you for your patience.

38
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So when you refer to capacity being
rel eased to certain custoners, you' re making
a shorthand reference to the mandatory
capacity assignnent provisions of Northern's
tari ff?
(By M. Kahl) Yes, | am
Very good. And when you refer to custoners
m grating out of Northern's system you are
referring to them m grati ng out of
Nort hern's supplier/custoner stable, but
they remain as transportati on custoners;
correct? They're not shutting down their
operations, for instance.
(By M. Kahl) That's correct. They're
sinply not relying on Northern Utilities for
the gas itself. They're relying on a
third-party-provider for that gas and the
transportation to get it to their delivery
poi nt .
And obvi ously, Northern still provides
delivery service to those custoners. Wuld
that be right?
(By M. Kahl) That is correct.

39
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Q Ckay. Very good.

MR. SPEIDEL: So | think we can
skip through this question, M. Watt. This
is redundant at this point.

BY MR SPEI DEL:

Q All right. Now, in general terms, M. Kahl,
could you tell us the dollar anmpbunt of these
conpany- nanaged supply resources assigned to
transportation custoners in both the Mine
di vi si on and the New Hanpshire division for
the 12-nmonth period from May 2010 to
April 2011? Now, that's a very detail ed
question. But we were wondering if you
happen to have that handy in one of your

schedul es.

A (By M. Wells) Wien you ask that question as

a clarifying question, are you referring to

the commpdity cost or to total cost?

Q Well, commodity or total, perhaps we could
have both. | think that woul d be best to
have bot h.

A (By M. Wells) I would have to take that as

a record request. | don't have -- | nean,
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if we're looking for actual data for the
last 12 nonths, | would have to take that as
record request.
Ckay. Let's just wait a second.
(By M. Wells) Unless you're |ooking for a
bal | park figure.

(O f-the-record di scussi on between

Staff counsel and M. Watt)

BY MR SPEI DEL:

Q

A ball park figure would be fine for the tinme
bei ng.

(By M. Kahl) Can we just clarify what time
period we're | ooking at?

May 2010 through April 2011. So, that gas
year, if you will.

(By M. Wells) It was -- you know what? |
would -- even a -- | would say it was
several mllion dollars. And | would be
reluctant to give a tighter range than that.
It was significant.

Ckay. That's satisfactory. Thank you,

M. Wells.

I n what year was mandatory capacity
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assi gnment for transportation custoners
requi red in New Hanpshire as part of the
tari ff?

(By M. Kahl) I believe that was 2001.

Ckay. And in what year was nandatory
capacity assignnent for transportation
custonmers required in Maine?

(By M. Kahl) I believe that was either -- |
think it was 2006.

All right. So, prior to Mine inplenenting
capacity assignnent in 2006, or thereabouts,
conpany- nanaged supply resources, along wth
t he associated costs, were only required to
serve capacity-assigned transportation
custoners in New Hanpshire; and in 2006 or

t her eabouts, these supply vol unes and costs
becane necessary in both M ne and New
Hampshire. |Is that right?

(By M. Kahl) That's correct.

Ckay. So in what year did Unitil acquire
the Northern gas utility?

(By M. wells) It was 2008.

(By M. Conneely) Decenber.
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(By M. Wells) Decenber 1st of 2008 I
bel i eve was the exact date of transaction.
So, since acquiring Northern, how | ong have
conpany- nanaged supply resource vol une and
costs been assigned strictly to New
Hampshi re, and how | ong have they been
assi gned to both Mai ne and New Hanpshire?
(By M. Kahl) Since -- I"'msorry. Since
Nort hern was acquired this is?
Yes, by Unitil, by the current parent
conpany.
(By M. Kahl) So it's been since..
(By M. Wells) | would -- as a point of
clarification, I wuld say that | would -- |
woul d say that since we acquired the Conpany
i n Decenmber 2008, we have been using only
New Hanpshi re company-managed vol unes in the
cal cul ation of the allocator of commodity
costs from Decenber 2008 through
Cct ober 2011.

Now, that may not be the exact sane
t hi ng as how you phrased your question,

Attorney Speidel, and so that's why | am
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answering in a different fornmat, is that we
cal cul ated a percentage of variable -- you
know, a percentage cost variable allocator
each nonth between Mai ne and New Hanpshire,
and then all bills that cone in are

al l ocated on that basis. So, as an invoice
cones in, we determine if the cost was a
demand cost or a commobdity cost and then
apply the appropriate allocator. And so
that's why | phrased -- that's why the
response i s that we consi dered New
Hampshire -- you know, we've consi dered New
Hampshi re conpany- nanaged sal es in that

al l ocator consistently since the begi nning
and have realized recently that it is

i nappropriate to consider only New Hanpshire
conpany-nanaged in the cal cul ati on of the
al l ocator, and have determ ned that
conpany- nanaged sales in both the M ne and
New Hanpshire divisions are necessary in
order to determ ne an appropriate all ocator
of variable commbdity costs between the

di vi sions on a prospective basis.
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So, as of Novenber 2011, we changed our
allocation -- the process by which we
calcul ate the all ocator each nonth to
i ncl ude conpany-managed sales in both the
Mai ne and New Hanpshire division.

So the result is we cone out with a
percent age that takes into account sal es
service for both M ne and New Hanpshire,
conpany- nanaged servi ce for both Mine and
New Hanpshire, and then take those into
account to conme up with a total percentage
of all variable costs.

Ckay. And as part of that, the Conpany has
adj usted these cal cul ati ons and has appli ed
t hose adjustnents to the current off-peak
period cost of gas filing; is that correct?
(By M. Kahl) That is correct.
Thank you very nuch.

MR. SPEIDEL: | think we're al

set for cross-exam nati on.

| NTERROGATORI ES BY HEARI NGS EXAM NER ROSS:

Just to follow up on the questions on

al |l ocati on, before you were actually | ooking

45
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at both sal es and conpany- managed servi ce
for the two jurisdictions, Miine and New
Hanpshire, to a arrive at an allocator, you
were, what, applying an allocator that had
been established prior to -- how did you
derive an allocator before that? |'m not
followng it.

(By M. Kahl) An indicator was, you know,
taken from our information on how nmuch

t hroughput was goi ng through the system So
we're | ooking at our sal es volunes, and we
had been | ooking at --

For both jurisdictions?

(By M. Kahl) Both jurisdictions, and | ook
at conpany- nanaged vol unes. But consi stent
wth the instructions from N Source, the
conpany- nanaged from Mai ne was not i ncl uded
inthat. So it was giving us basically a
nunber that is not really an appropriate
nunber to use.

And of your -- I'mtrying to get a sense of
proportion.

O your total -- let's take New
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Hampshire for a mnute. Seens to ne |
renmenber in the filing that, of your total
gas vol unes, about a third of them are sal es
vol unes and two thirds of them are
transportati on custoner volunes; is that
correct?

(By M. Kahl) Well, the issue of what's

sal es versus what's transportation isn't
exactly what you want to conpare. You want
to conpare what the transportati on vol unes
are that are conpany-nanaged.

Ckay. And what subset of transportation
vol unes are conpany- nanaged, roughly?

(By M. Kahl) In our response to Data

Request 1-3, | believe we do provide sone
i nformati on on this. You know, |'m | ooking
right nowat -- this is attachnent Staff

1-3A, 2 of 13.
MR. SPEIDEL: And that woul d be
wthin Exhibit 6, Attorney Ross, the big one,

| believe.

BY HEARI NGS EXAM NER ROSS:

And what page again? On 119 did you say?
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"' mnot finding the page nunber. But 1'1]|

take your word for it, if you'll just give
me a percentage or sonething that | can use
as a. ..

MR. SPEI DEL: What is the page
nunber, M. Kahl ?

MR KAHL: It's Page 2 of 13.

MR, SPEIDEL: Two of 13. On
Attachnent Staff 1-3A. Here we go. Thank
you very nuch.
(By M. Kahl) Yeah, so as we | ook at these
nunbers, we see total sales volunes for New
Hampshi re, 229, 000; Maine, 206,000. W also
factor in conpany use, which is a fairly
smal | anpunt; | oss and unaccounted for
amounts; and then we factor in
conpany- nanaged. So this anount for New
Hampshi re has about 8,000. For Miine, it's
about 40,000. And again, the total sales
nunmber i s about 229, 000 for New Hanpshire;
206, 000 for Mui ne.
And the total nunber would include -- in

ot her words, the conmpany-managed woul d be a
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subset of the total nunber?
(By M. Kahl) Yes. Now --

Thank you. That at |east gives ne a sense

of proportion. | was just trying to...

(By M. Kahl) Right. 1'd also like to
follow up on that. |If we junp ahead and

| ook at Page 7 of 13 -- and one ot her point

that's inportant to nention here is that the
assi gnnent prograns i n New Hanpshire and

Mai ne are different. They operate on a
different set of rules. And so if we | ook
here on Page 7, we're going to see that the
conpany- nanaged for New Hanpshire is just
under 3,000, but there's nothing for Maine.
So Mai ne does not have any conpany- managed
volumes from April through Cctober.

If you turn to the next page, Page 8,
we are in the nonth of May of 2011. Again,
you' re seeing there's no conpany- nanaged
supplies in this case for either state. But
Mai ne wi Il not have any and cannot have any
by the structure of its program April
t hrough Cct ober.

49
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| don't see a |line on Page 7 that shows a
zero for Maine. Wat am | m ssing here?
(By M. Kahl) This is Page 7 of 137

Yes.

(By M. Kahl) Conpany-nmanaged for New
Hampshi re, do you see 2, 7867

No. | see total --

(By M. Kahl) Just above the shaded bar.
It's two rows up fromthat.

Ch, okay. | do see a blank. Al right.
You're right. Got it. Thank you.

HEARI NGS EXAM NER ROSS: Al |
right. Does Staff have any further
questions?

MR. SPEIDEL: No further
questions. W have a cl osing statenent.

HEARI NGS EXAM NER ROSS: Does
the Conpany w sh to redirect?

M5. GEIGER Very briefly for
clarification, and it's really just for
Attorney Ross's benefit.

REDI RECT EXAM NATI ON

BY M5, GEI GER
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And | don't know if -- M. Wells brought
this issue up, and |I think M. Kahl
conti nued speaki ng about it.

There was sone testinony on cross
regardi ng the fact that, pursuant to
instructions from N Source, the Conpany had
not included the M ne conpany- nanaged
volunes in the PR allocator. Could you
pl ease explain for Attorney Ross's benefit
exactly what those directions were and the
Conpany's reaction to thenf
(By M. Kahl) Yeah. When we -- when
Nort hern undertook getting all the data from
Ni Source for this transition --

HEARI NGS EXAM NER ROSS: And
when you say "Conpany,"” you're now referring
to Unitil.

MR. KAHL: Yes. Yes, thank you
for the clarification.

(By M. Kahl) But part of that included a
set of instructions from N Source. Those
have al so been included in the response to

Data Request 1-3, and it is attachnent Staff
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1-3B that does list this and...
HEARI NGS EXAM NER ROSS: That's
Staff Data Request 1-3, Attachnment B, did you

say?
MR KAHL: Attachnent 1-3B
HEARI NGS EXAM NER ROSS: Ckay.
(By M. Kahl) And this is, | believe, shown

on the top of Page 10 of that attachment,
where we will see instructions saying

"1 ncl ude conpany- nanaged vol unes for New
Hampshire only." And this is on that first
little list of itenms. |It's about the third
one down. Yeah, you'll see that. So these
were the instructions that we had. And we
had | ooked into that. W talked wth our
accounting staff. Best of ny know edge,
accounting staff had actually talked with
Ni Source, and this was the way that they
instructed us to handle this. W | ooked
into this further | ast year over a fairly

| engt hy period and basically cane to the
conclusion that either N Source gave us a

faulty set of instructions or that their
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al |l ocati on nethod sinply was not appropriate
for assigning cost between the two states.

MR SPEIDEL: And if | may just
ask one small question. And whenabouts was
that, roughly, in tinme?

MR, KAHL: This was all in
2011.

MR, SPEIDEL: 2011? 1In the
springtinme, roughly?

MR, KAHL: This was a
multi-nonth period that it was | ooked at.
(By M. Kahl) | believe we also attached two
data requests: 1-3 response, Attachnent
Staff 1-3C -- which provi ded sone testinony
froma hearing that N Source had. And I
believe this was in 2008. But again -- and
| bring up this attachnent because this is
part of the additional work that we had
| ooked into to --

MR. SPEI DEL: Ckay.

MR KAHL: -- try to rectify
this.

HEARI NGS EXAM NER ROCSS: Does
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t he Conpany have any further re-cross or --
redirect? |I'msorry.
Me. GEl GER One nonent,
pl ease.
(Pause i n proceedi ngs)
M5. GEI GER:  Just one further
question for clarification.
BY Ms. CElI CGER
Q In terns of the allocator adjustnent that's
being made in this cost of gas, is it the
Conpany's position that it's -- that the
al |l ocator adjustnent that's bei ng nade now
is being inplenmented to be -- to update,
basically, or to correct for erroneous
instructions that the Conpany received from

Ni Source?

A (By M. Kahl) Yes. Yes, it is.

HEARI NGS EXAM NER ROSS: I
think I get the picture.

M5. CGEl GER  Ckay.

HEARI NGS EXAM NER ROSS: Al
right. | think we're -- any other procedural

I ssues?
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(No verbal response)

HEARI NGS EXAM NER ROSS: Are
t here any objections to admtting these
exhibits as full exhibits?

(No verbal response)

HEARI NGS EXAM NER ROSS: Al |
right. They'll be admtted then as exhibits.
We have six of them | believe?

THE CLERK: Seven.

HEARI NGS EXAM NER ROSS: Seven?
Thank you.

And | would invite Staff to
present their closing statenent first and
then the Conpany. And if you have anythi ng
in witing that you can share with ne, it
woul d assist nme in preparing a report
qui ckly.

MR. SPEIDEL: This tinme around,
Attorney Ross, I'd like to give it orally
fromthe basis of nmenory --

HEARI NGS EXAM NER ROSS: That's
fine.

MR. SPEI DEL: -- fromshort
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notes, because this is a little bit of an
unusual cost of gas proceedi ng. However,
Staff does believe that the Comm ssion's
approval of the Conpany's cost of gas rates
as part of this off-peak proceeding is
appropriate at the present tine, subject to
reconciliation.

The supply planni ng and denmand
forecasting presented by the Conpany as part
of this filing are acceptable and within the
nornmal range of precedent. W do note that
the rate as presented and revised before the
Conmmi ssion reflects the Conpany's revisions
to the conpany-nmanaged supply allocations.
However, we do believe that it is tine for
the Conmmi ssion to grant the opening of a
separate investigative docket to exam ne
this issue. It's a very technical issue.
Quite an anmpbunt of noney m ght be invol ved,
and Staff believes that further
i nvestigation is appropriate at the present
tine.

The revi sions we believe are

56
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sufficient for the purpose of this cost of
gas rate that is being considered as part of
this docket. But the matter at hand shoul d
be considered as part of a separate
i nvestigative docket going forward, and we
do reserve the right to request further
reconciliation and revisions as necessary.
We thank the Conpany for its
cooperation in providing data responses on a
fast track before this proceedi ng, and we
al so recommend that the Conpany continue to
work to enhance their legibility and
user-friendliness of its filings. Thank
you.
M5. CElI GER  Yes, thank you.
Nort hern woul d respectfully ask that the
Conmmi ssion put into place the rates that the
Conpany has requested for the sumrer period
COG in terns of the updated filing the
Conpany nade on April 13th -- dated
April 13th. | believe Staff has no objection
to those rates.

In addition, as testinony has
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i ndi cated, the Conpany wll be including, in
addition to the filing its nade, refunds
fromthe Tennessee Gas Pi peline case.

And lastly, wth respect to
the request by Staff for a separate docket
to consider the all ocator adjustnent issue,

t he Conpany certainly would be very happy to
cooperate with Staff in providing whatever
informati on Staff wants. But we don't,
quite frankly, see the need for a separate
docket to consider the issue. You know, for
exanple: In Unitil's -- on the electric
side of the conpany Unitil's default service
filings, issues cone up in between default
service filings that we work with the

El ectric Staff on, and we deal wth
resolution of themin the subsequent filing.
And we certainly understand in this case
that Staff hasn't had a lot of tine to
revi ew and anal yze the all ocator adjustnent
issue. So, this is sort of a | ong way of
saying is we don't believe that a separate

docket shoul d be opened to consider this,
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but the Conpany would be willing to work
wth Staff over this sumrer to answer

what ever questions Staff has, to neet in a
t echni cal session.

Al so, because this issue
affects the Maine division, we believe that
we woul d need to coordinate with M ne Staff
on this as well. So there may be a need for
a joint neeting with Maine Staff on the
i ssue.

So, certainly, the Conpany
woul d be happy to respond to any data
request, formal or informal, as if we were
in a separate or formal docket. But we feel
that we can talk to Staff and work through
t hese issues outside the need of an official
docket, and then hopefully resol ve the
issue, or tee it up, if you wll, during the
peak period, or wnter 2012-2013 COG filing.
Thank you.

HEARI NGS EXAM NER ROSS: Al
right. Thank you for your tinme. Are there

any other items we need to cover before we
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cl ose the hearing?
(No verbal response)

HEARI NGS5 EXAM NER ROSS: I will
take all of these matters under advi senent
and wll issue a recommendation, witten
shortly, that you'll all get. Thank you.

MB. CGEl GER  Thank you.

MR. SPEI DEL: Thank you.

(Wher eupon the hearing concluded at 9:38 a.m)
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CERTI FI CATE

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

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

financially interested in this action.

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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