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PROCEEDI NGS

CHAI RVAN HONI GBERG:. We're here this
nmorni ng i n Docket DG 16-819, which is the
Northern Utilities Cost of Gas Adjustnent
proceeding. W' re doing a hearing on the
nmerits this norning. Before we do anything
el se, let's take appearances.

MR, TAYLOR  Good norning. Patrick
Tayl or, senior counsel for Northern Uilities.
Wth ne here this norning are George Sinmobns,
Joseph Conneely, Christopher Kahl and Francis
Wl | s.

MR, CLI FFORD: Good norning. John
Cifford, Staff Attorney for the Public

Uilities Conmm ssion. And with ne at counsel

table is Steve Frink, Assistant D rector of the

Gas and Water Division, and Al -Azad | gbal,
Staff Analyst in the Gas and Water Divi sion.
CHAI RVAN HONI GBERG No OCA t oday?
[ No verbal response]
CHAI RVAN HONI GBERG. Seens not. Al
right. Anything in the nature of prelimnary
matters before we begi n?

MR CLI FFORD: W don't have
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[PANEL: KAHL|WELLS|CONNEELY]

anyt hi ng.
CHAI RVAN HONI GBERG M. Tayl or.
MR TAYLOR: Thank you. Thi s norning
I'd like to put on a panel of three w tnesses:
Chri stopher Kahl, Francis Wlls and Joseph
Conneely. W'd also like to premark three
exhi bits for the hearing.
CHAI RVAN HONI GBERG. What woul d t hose
exhi bits be?
MR, TAYLOR: Exhibit 1 is going to be
t he confidential version of the filing
subm tted on Septenber 16, 2016; Exhibit 2 wll
be the redacted version of that same filing,
and Exhibit 3 are updated tariff sheets
subm tted on Cctober 6, 2016, reflecting
certain corrections that we wanted to make for
t he Comm ssi on.
(Exhibits 1, 2, 3 marked for
identification.)
*x %k * k%
(WHEREUPON, CHRI STOPHER KAHL, FRANCI S
VWELLS and JOSEPH CONNEELY were duly sworn

and cautioned by the Court Reporter.)
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[PANEL: KAHL|WELLS|CONNEELY]

DI RECT EXAM NATI ON

BY MR TAYLOR

Q I"lIl start with M. Kahl. Please give your
nanme and position with the Conpany.

A (Kahl) Chri stopher Kahl, senior regul atory
analyst with Unitil.

Q Have you previously testified before the
Conmmi ssi on?

A. (Kahl) Yes, | have.

Q Pl ease refer to Exhibit 1, and turn to the tab
contai ning your testinony. |s that testi nony
prepared by you?

A (Kahl ) Yes.

Q Do you have any changes or corrections that
you' d like to make to your testinony today?

A. (Kahl ) No.

Q Can you please identify the schedules in this
filing that are associated wth your testinony?

A (Kahl) Yes. Schedule 1A, 1B, 3, 4, 9,
Schedul es 10A, 10B, 10C, Schedul e 14, Schedul e
18 and Schedul es 21 through 26.

Q And did you prepare these schedul es, or were
t hey prepared under your direction?

A (Kahl ) Yes.
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[PANEL: KAHL|WELLS|CONNEELY]

O

o >» O >

A
Q

Wth respect to your testinony, if you were
asked the sane questions in your prefiled

testi nony today, would your answers be the

sanme?
(Kahl) Yes.
Thank you.

M. Wells, could you pl ease state your
full nanme and position with the Conpany.
(Wells) Yes. M nane is Francis Wells. | am
t he manager of energy planning for Uniti
Servi ce Corp.

Have you previously testified before the
Conmmi ssi on?

(Wells) | have.

As with M. Kahl, would you please turn to
Exhibit 1 and turn to the tab containi ng your
t esti nony.

(Wl ls) Yes.

Was this testinony prepared by you?

(Wells) It was.

Do you have any changes or corrections you'd
li ke to make to your testinony today?

(Wl ls) No.

And coul d please identify the schedules in the
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[PANEL: KAHL|WELLS|CONNEELY]

A
Q

filing that are associated wth your testinony.
(Wells) Schedules 2, 5, 6, the attachnents to
Schedul e 10, Schedul e 11, Schedule 12, Schedul e
13, Schedul e 19.
And did you prepare these schedul es, or were
t hey prepared under your direction?
(Wells) | did.
If you were asked the sane questions as in your
prefiled testinony today, would your answers be
t he sane.
(Wel I s) They woul d.
Thank you.

M. Conneely, could you pl ease state your
nane and position wth the conpany.
(Conneely) Good nmorning. M/ nane is Joseph
Conneely. |I'ma senior regulatory analyst with
Unitil Service Corp.
Have you previously testified before the
Conmm ssi on?
(Conneel y) Yes.
Coul d you please turn to your testinony in
Exhibit 1. D d you prepare your testinony?
(Conneel y) Yes.

Do you have any changes or corrections that
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[PANEL: KAHL|WELLS|CONNEELY]

you'd like to make to your testinony today?

A (Conneel y) No.

Q Are there any schedul es associated with your
testinony in the filing?

A (Conneely) Yes. Schedules 8, 16 and 17.

Q And did you prepare these schedul es, or were
t hey prepared under your direction?

A (Conneel y) Yes.

Q If you were asked the same questions in your
prefiled testinony today, would your answers be
t he sane?

A (Conneel y) Yes.

MR TAYLOR: | have no further
questi ons.
CHAI RVAN HONI GBERG. M. difford.
CROSS- EXAM NATI ON

BY MR CLI FFORD:

Q Yes. |I'mjust going to address this to the
panel, so whi chever w tness feels nost
confortable with the questioning and with the
schedules |I'mtal king about, feel free to
answer .

Wul d you state for the record how t he

proposed 2016-2017 cost of gas rate conpares to
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[PANEL: KAHL|WELLS|CONNEELY]

| ast year's seasonal average, both w nter,
sumer, and explain the difference, if any, and
why there is such a difference.

(Conneely) Schedule 8, which is the typical
residential heating bill, the first page --
it's Bates stanp Page 193 of 324 --
essentially, the schedul e breaks down the
annual typical heating bills, the first page
bei ng residential, and a few of the commerci al
and i ndustrial |arger-size custoners behind

t here.

So, for the wnter of 2016-17, a typical
residential heating custoner using 695 therns
for the wwnter would see a total cost in their
bill of $1,076.23. And that is $90.20 or
90. 15 percent higher than the 2015-2016 w nter
season.

Bel ow on this schedule, on the top half is
t he conponents that affect the overal
increase. And there's nothing for base rates.
The cost of gas is actually the main driver.
And the LDAC is increasing a little bit.

And so, can you account for the major factors

that are causing this increase at this tine?

{DG 16- 819} [ COST OF GAS HEARI NG ON THE MER!I TS] (10- 11- 16}




© 00 ~N oo o b~ w N P

NN NN R R R R R R R R R R
A W N P O © 0 ~N O O M W N B O

[PANEL: KAHL|WELLS|CONNEELY]

A

(Kahl) 1 can address that. |If you | ook at
Schedul e 9, Bates Page 203, you can see on the
first two colums a conpari son of what we
proposed to the cost that we actually incurred
| ast winter. So these are the costs from our
reconciliation. And basically, sone of the
mai n conponents of that are that in | ast year's
filing, the reconciliation was a credit of
about $2 mllion, and this year it's about

$850, 000 the other way. So that's a big part
of it. Al so, denmand charges are | ower by
several mllion dollars. That is due, in part,
to the PNGIS refund, which is refunded

50 percent in the first year. So it's a
smaller refund. |It's only about 30 percent in
t he second year. So the demand costs, we've

t aken the PNGTS refund and bl ended that into
our demand cost to hel p reduce those costs. So
those two issues are a big factor of why rates
are a bit higher this year.

And can you expl ain how nmuch in percentage the
PNGTS refund was di sbursed | ast year, and is it
conpati ble with the Conm ssion order in 25,8167

(Kahl) Yeah, the nethodol ogy that we wanted to

10
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[PANEL: KAHL|WELLS|CONNEELY]

Q

11

use and i nplenent was to attenpt to refund

50 percent in Year 1, 30 percent in Year 2

20 percent in Year 3. W ended up basically
ref undi ng about closer to 59 percent in Year 1.
And this was really due to a mscalculation in
the portion that would go to marketers, and so
we had underesti mated how nmuch t he narketer
share would be. So when we were into the

w nter period, or actually towards the end of
the winter period, we realized that we were
refundi ng too nuch, in a sense, but it was
really too late to nodify that at that point.
Ckay. And can you explain how the current
Nymex -- and this nmay not be a question for
you. But how does the current Nynex Futures
prices conpare to those used in the cost of gas
filing for the winter versus the sumer, so we
can go on the record explaining how this
process is going to work going forward?

(Kahl) The Nynex prices for?

W nter versus sunmer use.

(Kahl) Are we tal king about '16-'17 w nter
conpared to the 2017 sunmer or --

Right. W're tal king about the '16-'17 w nter
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[PANEL: KAHL|WELLS|CONNEELY]

and going into the 2017 sumrer, how the process
w Il work going forward.

(Wells) That refers to ny testinony. | provide
the Nynmex prices in the attachnent to Schedul e
5A, which is the supplier prices that I
prepared for this filing. Line 23 provides the
Nymex prices.

CHAlI RVAN HONI GBERG  Stop for a
second. Can you give us a Bates page reference
so we can catch up with you?

W TNESS WELLS: | apol ogi ze. There
actually is not a Bates page on ny copy.

CHAI RMAN HONI GBERG Al right. G ve
us a page X of 36 within this.

W TNESS WELLS: It's actually Page 1
of 36.

CHAI RVAN HONI GBBERG. Al l right.

W TNESS WELLS: | apol ogize. There's
al so a hol e punch right through the page nunber
on ny attachnent.

CHAI RVAN HONI GBBERG. Al l right. I
think we've all caught up now.

(Well's) Line 23 of Page 1 of the attachnent to

Schedul e 5A provides Nynex prices that were

12

{DG 16- 819} [ COST OF GAS HEARI NG ON THE MER!I TS] (10- 11- 16}




© 00 ~N oo o b~ w N P

NN NN R R R R R R R R R R
A W N P O © 0 ~N O O M W N B O

[PANEL: KAHL|WELLS|CONNEELY]

used for the commobdity cost forecast that are
presented in this filing. And so the w nter
prices range from $3. 02 per decathermup to
$3. 34 per decathernm the summer prices range
from $2.98 a decathermto $3.05 a decatherm
So | want to ask you -- and that's based upon
the selling price for August of 2016. So can
you update us to what that would be today, the
price differential today?
(Kahl') I'n our WMaine Division, Northern
Uilities Maine Division, we provide an update
forecast every tinme. And that's due, in part,
because Mai ne doesn't have an autonatic
25-percent increase or unlimted decrease in
rates on a nonthly basis, so they like to get
an updated Nynex and have that change the
rates. So that was submitted, actually,
yesterday. W had taken a Nymex price. |
believe it was Cctober 3rd. And the average
Nymex price was maybe only about a penny and a
half difference, so | did not see a |lot of
vari ati on.

But | al so want to address that the

initial filing was made for the Maine D vision

13
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[PANEL: KAHL|WELLS|CONNEELY]

14

in md-August. So, between we'll say early
August to early Cctober, we haven't seen a | ot
of fluctuation in Nynex prices.

So that leads ne to ny next question. Do the
proposed maxi numrates all ow enough flexibility
to absorb nornal price fluctuations or
anticipated price fluctuations through the
nont hl y adj ust ment nechani sn??

(Kahl) W think it will. W think it wll.

So there's nothing in your forecast that would
| ead you to deviate wildly fromwhat you

pr oposed.

(Kahl) That is correct.

Ckay. And then how does your demand forecast
for this winter conpare to |last winter's, and
t hen expl ain your summer forecast as well.

(Wells) By "demand forecast,"” are we referring
to denand costs or referring to sal es?
We're referring to sal es.
(Wl ls) Ckay. Thank you.

| present -- in Schedule 10 there are
several attachnments to it that | prepare that
provi de sal es forecast data. On a total system

basis, this includes both sal es service and
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[PANEL: KAHL|WELLS|CONNEELY]

delivery service volunes. On Page 1 of
Attachnent 1 to Schedul e 10B, and that's Bates
Page 216, we show winter growh for the total
system of about 0.8 percent and sumrer growt h
of about 2.8 percent.

And of that, how much is due to, say, organic
growth? And is there any due to mgration
customer mgration, or switching from sal es
service?

(Wells) So, any growth is organic growh in
this forecast. There's, you know -- this past
W nter we're com ng out of a period of
relatively low mgration either to or from

sal es service. There was not a | ot of
nmovenent. You know, in essence, the custoners
that were already on sales service tended to
stay on sales service. The custoners that were
on delivery service tended to stay on delivery
service. So that assunption is sort of

refl ected through our forecast.

Ckay. Thank you. And then can you conpare the
i mpact on last winter's demand forecast as
filed in the cost of gas proceeding in Miine

and New Hanpshire with actual demand as a

15
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[PANEL: KAHL|WELLS|CONNEELY]

16

result of any reverse mgration?

(Wells) Maine actually had a very sim|lar
experience. There was very little mgration
either to or fromsales service. And so, you
know, we had a period of relatively | ow
activity on a net basis for custoners noving to
and from Also in the Miine Dvision, any
growth is attributable nore to organi c custoner
grow h or change in custoner demands, not
necessarily related to mgration. There's a
period of relative stability in the retail

mar ket .

Ckay. And has Northern experienced any
operational problens or supply disruptions
during the past year that we should be aware
of ?

(Wells) well, you know, one issue that is nore
operational in nature that the Conpany has
faced, and this is one that's faced by many
utilities in New England area, is | ower
pressures on Tennessee. And that's been an

i ssue that's sort of been nore of a regional
one. And that has affected custoners wth

city-gates on Tennessee in the northeast,
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[PANEL: KAHL|WELLS|CONNEELY]

17

Tennessee on Zone 6. You know, that
operational issue, you know, Northern has
probably a little bit nore flexibility to
manage that, where it has city-gates off of,
you know, Portland and also Maritimes that sort
of help to deal with any Iower -- you know, any
inability to get gas in off of Tennessee, we
can al ways get our gas in off other city-gates
in order to fill that demand. So,
operationally, you know, that is an issue and
one that we have been | ooking at as an

organi zation. But, you know, given our current
situation, we've been able to manage it.

Ckay. And are all your current contracts of
significance in place currently?

(Wells) They are.

Ckay. And I1'd like you to explain -- this may
not be a question for you -- but explain the
new itemthat you proposed under the LDAC,
which is the -- | think you referenced that as
"l ost revenue recovery charge."

(Conneel y) Yeah. The Conpany is proposing a
new conponent to the LDAC. The LRR is a new

rate conponent to recover |ost distribution
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[PANEL: KAHL|WELLS|CONNEELY]

18

revenue related to the Conpany's
energy-efficiency prograns. | speak about it a
little bit on Page 6 of 10 of ny testinony and
on Page 71 Bates Stanp. And this new mechani sm
I's being established in accordance with Order
25,932 in DE 15-137. Essentially, it's to
recover these |ost revenues due to the
install ati on of energy-efficiency nmeasures

whi ch begi n January 1st, 2017.

Q And just for the record, can you state what
that rate is going to be for the charge --

A (Conneel y) Yeah.

Q -- begi nni ng Novenber 1st?

A (Conneely) The Conpany proposed an LDAC for
Novemnmber 1st, which does not have this rate.
January 1st woul d be the begi nning of this new
rate, the LRR And it would be .0006 for the
residential classes and .0002 for the C & |
cust oners.

Q Ckay. Thank you.

And then | wanted to circle back to can
you speak to the outcone of the changes in
capacity assignnent that Northern filed in

Mai ne and how that's going to inpact your

{DG 16- 819} [ COST OF GAS HEARI NG ON THE MER!I TS] (10- 11- 16}




© 00 ~N oo o b~ w N P

NN NN R R R R R R R R R R
A W N P O © 0 ~N O O M W N B O

[PANEL: KAHL|WELLS|CONNEELY]

19

pl anni ng and i npact on New Hanpshire
r at epayers?

A. (Wells) So, on July 7th, 2016, the Maine
Commi ssion did issue an order in Docket No.
2014-000132. In that order, the Conm ssion
approved a change in the percentage of capacity
assigned from50 to 100 percent. That was to
be effective Novenber 2019. They approved an
open season for custonmers that are currently
capaci ty-assi gned, who have been on delivery
service prior to November of 2005. That open
season would allow a custoner that is currently
capacity-assigned to convert to capacity-exenpt
delivery service. And those el ections are due
November 2016, and the el ections woul d be
effective, | believe, by May 2017.

The Conmi ssi on al so approved changes to
the rates that would be charged to sal es
service custoners that are returning to
delivery service. Those rates would be equal
to our increnental cost |less any -- and
di sregarding any prior period credits or
over -recoveri es.

Finally, there were sone changes to the
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[PANEL: KAHL|WELLS|CONNEELY]

types -- the formof capacity assignnent. The
rules for whether or not a particular capacity
resource woul d be designated as
capaci ty-rel ease or conpany-nanaged, and those
rul es, generally speaki ng, any resource that
can physically connect to Northern's system
woul d be subject to capacity-rel ease unl ess
there were contractual limtations that
prevented that from happening. Only on-system
peaki ng capacity would be, generally speaking,
subj ect to conpany nanhagenent, and any capacity
resource that did not physically connect to
Nort hern's system
Ckay. So, overall, that is simlar to the New
Hanmpshire --
(Wells) wll, there are --

(Court Reporter interrupts.)
Sorry. O describe howit may be simlar or
dissimlar operationally, if you can.
(Wells) There are several areas of simlarity
and sone areas of dissimlarity. You know, one
area that | neglected to nention in the initial
response is there is a concept of a "capacity

rati o" in Maine. And that basically requires

20
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[PANEL: KAHL|WELLS|CONNEELY]

t he Conpany to adjust the anount of capacity
assigned to each custoner by the anmount that
the total -- that Northern's systemis |ong or
short. So that's sonething that, whereas in
New Hanpshire it's basically strictly based on
the custoner's design day, in Maine, there
woul d be an adjustnent factor based on how t he
systemis relative to custoner demands. So
that's one area of difference.

Anot her area of difference would be the
treatnment of custoners returning fromdelivery
service to sales service. The rate nechani sns
have been updated in New Hanpshire -- excuse
me -- rather, in Maine, that have a different

approach than is currently taken in New

Hanmpshire. Qher than that, | think the
progranms will be rather simlar. And, you
know, the Conpany is, you know, still being in

t he conpliance phase of the Miine Capacity
Assi gnnent Program proceedi ng. You know, we
wi || consider what changes as a result of that
proceedi ng are appropriate to nake to our New
Hanpshire program wth the ultinmate goal of

better aligning the two prograns going forward.

21
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[PANEL: KAHL|WELLS|CONNEELY]

22

Q Thank you.
MR CLIFFORD: | have no further
questions of the witnesses at this tine.
CHAI RVAN HONI GBERG: Conmi ssi oner
Scott.
QUESTI ONS BY CVSR. SCOIT:
Q Good norning. M usual caveat: \Woever feels
t hey have the best answer, please go ahead.

So, first I want to talk a little bit
about the -- inquire about the commodity
itself, the comobdity price. | was curious if
anybody would like to opine. Are we
expecting -- are the Nynex prices | ooking at
any kind of volatility this wnter? Qoviously,
two winters ago we had a ot of volatility.
Last winter, we didn't have a winter, so there
was less volatility. About three wi nters ago.
Excuse ne. So we've had sone vari ance here.
I*"mjust curious. M |ook at the Nynmex prices,
I*"'mnot seeing a lot of risk for volatility
reflected. |Is that a correct assessnent?

A. (Wells) I think under the current market, |
think that's a fair assessnent based on what we

know, that we haven't seen a | ot of Nynex
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[PANEL: KAHL|WELLS|CONNEELY]

Q

volatility recently. The volatility in
compdity pricing tends to be nore in the adder
to that Nynex price that a party would pay for
New Engl and- based deliveries rather than for
Nynex, which is nore reflective of, as cl ose as
can be, nore of a national price, nore of a
supplier price. And so with the current supply
out| ook, where you have, you know, a relatively
new supply base that seens to have plenty of
capacity to produce nore supply, | would
generally agree that in the near term Nynex
volatility would be relatively | ower than what
we've seen historically. The Conpany conti nues
to be concerned, however, about the volatility
of New Engl and-del i vered supplies, just because
where we have seen in recent winters when there
is relatively cold weat her, higher demands,
there's been a very narked spread between the
Nymex price and what someone woul d pay for
supply delivered to New England if they are
just buying that w thout the benefit of any
capacity to go back to the suppl y-producing
regi ons.

Havi ng said that, is Nymex the right benchmark

23
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24
to use still?
A (Wells) well, if | were to trying to benchmark
volatility in New England, | woul d probably use

t he sum of Nynex and Al gonquin city-gate basis,
which is what | use when |I'm | ooking at the
price that we would project to pay for any
delivered supplies. And that's probably going
to give you a better understandi ng of the
| ocational price, which is really probably
what's going to affect New Hanpshire costs nore
t han only | ooking at the Nynex price.
The chall enge with the Al gonquin -- |

nmean, it is posted publicly on the Futures.
It's not going to have nearly the liquidity of
t he Nynmex. But, you know, when | | ook at the
open contracts, we're tal ki ng about thousands
of contracts. So there's still enough noney in
It to make you think that that Forward contract
has sone validity to it.

Q So, having said all that, the analysis you did
for this filing reflects that.

A. (Wl l's) Yes.

Q Ckay. Thank you.

The manufactured gas plant renedi ati on
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[PANEL: KAHL|WELLS|CONNEELY]

costs, | was curios. Wat's the long-term
projection? Were's the Conpany on that
renmedi ation? So that's Exeter and Rochester;
is that correct?

(Conneely) Correct. The Conpany historically
has sought recovery for expenses in the ERC
Mowi ng the | awn, plow ng out, maintaining the
properties. July 2015 to June 2016, the
Conmpany undertook a | arger renedi ation project
to -- for the purpose of closing this Exeter
site down. So there is larger invoices for
this ERC, but the goal is to, going forward,
have a very small ERC. | spoke with the

envi ronnent al conpliance manager, and thi ngs
are on track and they're pretty cl eaned up.
So, going forward, the Conpany expects cl oser
to the historical invoice costs each year or

| ess.

Is that for both sites or just one site?

(Conneely) The big project was for the Exeter

Ssite.
Ckay. So --
(Conneely) But there's still maintenance costs

with the Rochester site going forward.

25
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26

Q I"mal so curious about the bad debt all owance
inthe filing. | was curious if you could
outline it alittle bit. Wat are you doing to

reduce that? Wat efforts does the Conpany

have -- | nmean, | guess there's a certain
anount to be expected, | understand.

A (Kahl) Yes. 1In the cost of gas filing, what we
typically do is we talk with our billing
departnent and get their projection -- so, you

know, what is their projection of |ayoffs going

to be -- and we sinply incorporate that into
the cost of gas filing. The reconciliation
w Il show you what has happened over the past

year and where the balance is. But, you know,
| would not be able to comment on any
procedures that are being taken to mtigate
wite-offs or you know, try to assist. | nean,
obvi ously, custoners do fall behind in
paynents. The Conpany does try to work out
arrangenents. And a wite-off is not declared
until that neter is actually shut off.

Q You nay not be able to -- | was going to opine
on is the amobunt in there, is that a reasonable

nunber? Is it high? Is it |ow?
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[PANEL: KAHL|WELLS|CONNEELY]

(Kahl) 1| believe that nunber is |lower than it's
been in the |l ast few years. | believe the
nunber historically has been over 500, 000.

So I"'mreferring to Schedul e 4, Bates Page
90. And | ooking at the projected nunber, on
Li ne 14, which is 438,000. O that anount, a
portion is allocated to the supply conponent
and a portion of that is allocated to each
season. But focusing on Line 14, the 438, 000,
| believe that is | ower than what we've seen in
the | ast few years.
Thank you. And | think nmy |ast question -- |
think M. Wells, but | can't renenber -- in a
di scussion with M. difford regarding
mgration, and I was -- what | think | heard
was it's pretty stable, projected to be pretty
stable. Wat would cause that to be unstabl e?
(Wells) I think what would cause it to be
unstable is, generally speaking, changes in
del i vered supply costs, delivered supply
prices. You know, particularly for custoners
that are not 100-percent capacity-assigned.
Custoners that are 100-percent

capacity-assigned, it's going to be nore of

27
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[PANEL: KAHL|WELLS|CONNEELY]

a -- less of a spread between what the utility
rate woul d be and what a narketer rate woul d be
because the supply costs will be about the sane
based on what the utility would buy versus what
a marketer would buy. And so there could be --
you know, if there were changes in Nynex, that
m ght affect that. You can have nore
flexibility if you are a retail marketer and be
able to inplenent lots of different strategies
that the utility service wouldn't offer. But
general |y speaking, when it cones right down to
it, it's going to be | ess spread between
utility and marketer cost for a 100-percent
capaci ty-assi gned custoner.

And so, really, the volatility in
m gration rates becones nore exacerbated, if
you will, when you' ve got custonmers that are
not 100-percent capacity-assigned. And that's
why, when we | ook at, you know, the |ast few
W nters, when there was lots volatility in the
delivered supply price, there was custoners
comng to and fromthe New Hanpshire Division
There was sonme migration, but it was nmuch | ess

so than what we saw in the M ne Division

28
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[PANEL: KAHL|WELLS|CONNEELY]

because there was such a big difference between
del i vered supply costs. And so, you know,
ultimately | think that when we eventually get
to a point where we are 100- percent

capaci ty-assigned for the najority of our

system again, that, you know, mgration wll be
nore of a steady thing. It'll be nore driven
by -- you know, narketers nobve into a service

territory because they think it's a stable

pl ace to be able to grow a busi ness, rather

t han necessarily based on, you know, volatility
in, you know -- or perceived volatility and
whet her or not there are advant ages or

di sadvantages that are just so dranatic based
on delivered -- you know, the difference

bet ween del i vered price and sort of a capacity,
you know, a 100-percent capacity price.

I*mnot going to hold you to an exact nunber,
but approxi mately what percentage are we ri ght
now i n New Hanpshire within your service
territory for capacity assigned?

(Wells) I want to say on a design-day basis
it's approximately -- well, you know what? |

actually think |I've got a schedul e that

29
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[PANEL: KAHL|WELLS|CONNEELY]

provides... | believe it's Schedul e 11 that
gives sone relative... so, on Schedule 11D
which is marked Page 234 -- and this data is
presented in therms, just to nmake sure we are

| ooki ng at these nunbers correctly. New
Hanmpshi re non-capacity-exenpt transportation,
so that woul d be capacity-assigned, is about

10, 000 decat herns, or around 107,216 therns.
Capaci ty-exenpt, the design day is about 16, 000
decat herns, or 163,534 therns, to give a
relative i dea between our capacity-assi gned and
capacity-exempt in New Hanmpshire.

You know, one thing | would coment on the
capacity-exenmpt in New Hanpshire is that it
tends to be custoners that are nore industrial
in nature, that are nore, you know, probably
nore commtted to staying on delivery service
regardl ess of, you know, the volatility and
under any particul ar market situation; whereas,
you know, perhaps the mx in the Mine
D vi si on, because of the rules, tend to err
towards snall er usage custoners, and that may
have been why those custoners tended to cone

back a little bit nore than what we saw i n New
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[PANEL: KAHL|WELLS|CONNEELY]

Hanmpshi re when there was volatility, which was
clearly not this past w nter.

So | asked all those questions, so | guess what
| was getting at is, if we go back, and this

w nter ends up being |like we had three years
ago, | was just curious what the inpact would
be. It sounds like we're --

(Wells) Hard to say because so nmuch has changed
since then. You know, it really would be hard
for me to conjecture as to how -- you know, for
one thing, we still don't really have -- we
haven't really seen any volatility in the New
Engl and market. You know, you haven't seen the
spread between Nynex and New Engl and-del i vered,
li ke, creep up at all; in fact, if anything,
going into the winter it's been trendi ng down.
And t hat woul d probably give us a good
precursor, because a |lot of contracts do cone
up for renewal in Novenber on the retai

mar ket. So we probably would be starting to
see customers requesting a return to, you know,
sales service, if that was in fact happening.

I haven't seen that. Absent sone nmaj or change

in market circunstances, | wouldn't -- |I'm not
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[PANEL: KAHL|WELLS|CONNEELY]

32

expecting this to be a wwnter where there is
significant mgration to or from You know, it
I's possible that when there is sone finality to
the rules in Maine, that may provide, if
anyt hi ng, sonme mgration into delivery service
when parties have sone finality on what sonme of
the rules will be for that market. But as far
as the New Hanmpshire market, | don't -- you
know, those rules right now are codifi ed.
There's not anything that's planned to change
in the immediate future. | just don't see how,
absent sone, you know, dramatic change in the
mar ket fundanentals, that we start seeing
dramatic increases or decreases in the relative
sal es and delivery service vol unes.
Thank you.

CHAI RVAN HONI GBERG.  Conmi ssi oner

Bai |l ey.

QUESTI ONS BY CMSR. BAI LEY:

Q

Follow ng up on that |last |ine of questioning,
| didn't really understand the answer. |

t hought Conm ssioner Scott asked you what
percent age of capacity was all ocated on your

hi ghest - degree-denand day. So the converse
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[PANEL: KAHL|WELLS|CONNEELY]

woul d be how nuch space do you have | eft over?
And | didn't get the -- and it's naybe because
| don't understand your answer.

(Wells) Conpletely fair question. So, our
total portfolio of Northern Uilities is
approxi mately 120 decat herns of supply going
into the current wnter period. | have

provi ded a breakout of those supplies on, |
believe it's Table 3 of ny testinony, and again
on Schedul e 12, which is Page 237. So, to give
relati ve nunbers, we assign -- or we have
approxi mately 120 decat herms of supplies for
this comng wnter; of that, | project around
10, 000 per each division wll be assigned out
to retail nmarketers, |eaving the Conpany wth
appr oxi mately 100, 000 decat herns of supply
going into the current winter. And that would
be to manage the demand requirenents of both
New Hanpshire and Mai ne Di vi sions.

And what are the highest-denmand- day

requi rement s?

(Wells) Right. Going back to Schedule 11, the
sanme page we were referring to previously, if |

can find it again --
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[PANEL: KAHL|WELLS|CONNEELY]

>

A
Q

Page 2347

(Wells) Thank you. So, the Maine firm sal es
requiring is about 47,500 decatherns on a
design-day basis. So that's a "1 in a 33-year,
this is what we think the highest peak denands
woul d be on the New Hanmpshire system for sales
service." And for the Maine Division, it's
approxi mately 56, 000 decat her ns.

So that's a total of 103 decat herns?

Yes.

And you have 100,000 -- | nean you have 100
decat her ns?

A hundred thousand. Yeah, we are actually...
You have 100, 000 thermns.

(Wells) No, we have 100,000 -- and | apol ogi ze.
Thi s schedul e, Schedule 11D, is in therns. So
ny Schedule 12 is in decatherns, so --

Right. But didn't you convert the New
Hanmpshire firmsales to 47 decat herns?

(Wells) Yes, | did.

And so if you add 47 and 56, you get 103

decat herns; right?

A hundred three thousand decat her ns.

And how nuch capacity do you have, according to

34
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35

Schedul e 127
(Wells) W have 118, 000, of which approxi mately

10,000 -- | don't have the nunbers right in
front of ne -- but | do believe that we -- if
you | ook at this Schedule 11, it shows -- it
adds the capacity-exenmpt back in. |t shows we

have a desi gn-day denmand of the total system of
1,583,000 therns; that would be 158, 000

decat herns. And we have supplies of 1,583, 000
t herns of the sanme anount.

One thing to sort of keep in mnd is that
in the New Hanpshire Division -- excuse ne --
in the Maine Division, the peaking capacity
of -- any offsets in peaking capacity we don't
actually allocate to retail marketers; whereas,
we are assigning 10,000 decat herns of capacity,
we're not going to assign all of the supply.
And so one thing to keep in mnd is that it did
affect -- we're actually buying | ess capacity
for the total system or |ess peaking, |ess
of f-syst em peaki ng capacity for the whole
system because part of our capacity-assi gnment
obligation in M ne doesn't require that we

assign off-system peaking contracts. So, in
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Q

36

essence, the difference between 103, 000 and
100,000 is this is off-system peaking capacity
that we're only going to be assigning granite
capacity for in Maine rather than any supply
requirement. | understand it's very
conplicated, and | apol ogize. There are a | ot
of nmoving parts with that. Wth the capacity
assi gnment program it's a little bit in flux
ri ght now.

Ckay. Thank you.

M. Kahl, on Page 29, Bates Page 29 of
your testinony, and this is also shown on the
schedul e that you pointed us to, it |ooks to ne
| i ke your bad debt is increasing from 390, 000
actual bad debt ending July of 2015 to your
proj ected of 438, 000, rather than what |
t hought | heard you say, which is "this | ower
than it has been."

(Kahl) I neant it was | ower than what we had

projected it to be in prior cost of gas

filings. So we would get the forecast, again,
fromour billing department and incorporate
t hat .

It shocked ne to hear you say they give you a
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[PANEL: KAHL|WELLS|CONNEELY]

nunber and you just take it. Wose job is it
totry to mtigate that?

(Kahl) well, | nmean, there's the projection.

So this is what they think will happen. And
then the mtigation is a different issue. And,
you know, fromthe conversations |I've had with
our billing departnment, the last thing they
want to do is wite off the account. So they
would try to work with the custoners that are
in arrears to get a paynent schedul e.

But what incentive do they have to do that if
they can just put it back in rates on other
peopl e? You know, you just said the last thing
you woul d expect themto do is not try to get
people to pay their bills. But if they don't
pay their bills, you still get the noney
anyways. So what difference does it nmake? How
hard do they have to try?

(Kahl) 1 think you' re getting into an area of
how the col |l ecti on process works and how t hey
handl e accounts that are in arrears, and |
don't have the information on that. But, you
know, | do speak with them | do try to get a

projection of if it's up or if it's down, what
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38

the rationale is behind that. And, you know, |

can go back and I can -- hang on a second.
(Wtness revi ews docunent.)

(Kahl) Yeah, | can -- again, ny recollection is

that we were projecting closer to 500, 000. But

I would have to actually go back and see those

prior cost of gas filings to see what was in
t hose.
You nean in prior cost of gas filings you

esti mated that the uncoll ectibles would be
$500, 000, a half mllion dollars?

(Kahl) For Northern in total, yes. Now, a
portion of that is allocated to the cost of
gas, roughly about 50 percent, and then from
there it's allocated to the seasons.

Are these strictly New Hanpshire
uncol | ecti bl es?

(Kahl ) Yes.

Ckay. Could | ask for a record request, to
give nme the actual uncollectibles that you' ve
had maybe for the past five years and what
per cent age of your revenue that is and what
extent your billing departnent goes to, to

r educe t hose.
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CHAI RVAN HONI GBERG M. Tayl or, do

you understand the request?

MR TAYLOR: | understand the
request, how it was asked, and we'll have the
transcript as well. But, yes, so |l've witten
It down. | think | understand what

Conmmi ssioner Bailey is asking for.

CHAI RVAN HONI GBERG Al l right. So
we've reserve, | think it will be 4, Exhibit 4,
for that response to that record request.

CVSR. BAI LEY: W need to approve
these rates rather quickly, don't we?

MR. TAYLOR Yes, these are to go
into effect on Novenber 1st. So we wll try to
turn around a response as quickly as we can.

CVMSR.  BAI LEY: Ckay.

MR TAYLOR:  You know, as M. Kahl
indicated, it will require talking to sone
folks in different departnents than here in the
room and collecting information fromquite a
nunber of folks. But we'll do our very best to
get it to you as quickly as we can.

CMSR. BAI LEY: Sure. But you are

asking for us to put $438, 000 of uncollectibles
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in rates; right?
WTNESS KAHL: 1'd like to interrupt.
We're asking for 206,000 here in the cost of

gas.

BY CMSR. BAI LEY:

Q
A

And where is the renai nder?

(Kahl) The difference is not collected through
t he cost of gas.

But it's collected, another 232,000; right?
(Kahl) This would probably -- | would specul ate
this would fall into base rates. So | don't
know how t he cost allocation is handl ed for
base rates. | don't knowif it's based on an
estimate, if it's built in every year or not.
So, show ne on Schedul e 4, Bates Page 90, what
you nean by that. You're asking for $206, 000

i n the annual non-distribution rates? |Is that
what -- but then there's the rest of it in

W nter and sunmer?

(Kahl) And that's the split between the w nter
and the summer. So, for this winter, we're
seeking to recover basically $187, 200, Line 16.
Ch, | see it. I'mjust trying to understand

where the rest of the -- | nean, in your
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testinony, which is what | read, it says that
you're projecting the bad debt to be $438, 000.
And so | guess maybe anot her questi on would be
whet her the remai nder of that bad debt gets
collected or if it doesn't get coll ected?
(Kahl) I think, as | said before, | would

I magi ne that would be coll ected through base
rates. So there would probably be a conponent
in the nost recent base rate case proceeding

t hat woul d provide for an anpunt of bad debt
recovery, probably an estinated anpunt,
because, of course, base rates aren't going to
change unl ess there's another rate case.

CHAI RVAN HONI GBERG M. Kahl, sounds
| i ke you are maki ng an educat ed guess, but you
don't actually know.

W TNESS KAHL: That is correct.

CHAI RVAN HONI GBERG Al right. So
why don't you include an expl anation, M.

Tayl or, in your response to the record request
about how this process works. And you m ght
include in there how t he Conpany has incentive
to reduce its uncollectibles within this

process.
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[PANEL: KAHL|WELLS|CONNEELY]

BY CVSR. BAIl LEY:

Q Can you talk a little bit about the
m scal cul ati on and you underesti nmating the
mar ket ers share the PNGIS refund?

A (Wells) Yes. So, in the 2015-16 cost of gas,
had prepared a schedul e estimating the anpunt

of the PNGIS refund that woul d be attri butabl e

to the retail marketers. | provide in Schedul e

5B -- it nay be useful to understand how t hat
cal cul ation was incorrect in the prior period.

Ceneral |y speaking --

Q Can you please tell nme what page you're on? |Is

this a confidential page that we can't see the
nunber on?

A (Wells) It's not a confidential page.

Q Ckay.

A (Wells) It is Page 139. And so -- | just want
to make sure you're on the page.

Q l*'mnot there yet. Sorry. Sone of the Bates
pages have hol es through them so | lost track
of what page | was on. Sorry.

(Pause i n proceedi ngs)

Q Ckay. |I'mthere. Thanks.

A (Wells) So in this schedule, | show ny estimate

42
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[PANEL: KAHL|WELLS|CONNEELY]

of the anount of the PNGIS refund that woul d be
all ocated to retail marketers for the 2016-17
wi nter period. And what | did this tinme was |
t ook the New Hanpshire portion of the refund,
al l ocated that between the two Portl and
contracts that were subject to refund, and then
took a ratio between the New Hanpshire
all ocated MDQ which is based on the PR
al l ocator of 43.73 percent and the ratio
bet ween the anmount of that that was assi gned
to -- that | project to be assigned to New
Hampshire marketers. So, in this circunstance,
the total contract is 1100; the New Hanpshire
portion of that is 481. | projected 98 of that
to be allocated to narketers through capacity
assignment. | took the ratio of 98 and 481 to
come up with 20.37 percent. So, therefore,
approxi mately $17,400 of that contract was
al l ocated to capacity-assi gnnent revenue by
taking the 20. 37 percent and nultiplying that
by the $85,000 that was that portion of that
contract.

And the reason | talk about this is that,

in essence, what | did for the 2015-16 is |

43
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t ook percentages that were intended to be to
the total portfolio. So, for the remai nder of
this schedule, | |ook at the anount that is
assigned to New Hanpshire retail nmarketers and
divided that by the total portfolio and applied
that to each contract. And by the "total
portfolio,” | mean the portion of the portfolio
applicable to both Mai ne and New Hanpshire
divisions. So, in essence, what | did was |
applied and all ocated those based on the total
system and applied it to sonething that was
just New Hanpshire, by taking just the New
Hanmpshi re- Portl and revenue and applying a
systemw de allocator to it. | wunderestinated
t he anount of revenue in last winter's cost of
gas that was applicable to the cost of gas --
or applicable to retail marketers, and so it
had the effect ultimately of overstating -- or
excuse ne -- overestinmating the anmount that we
would flow through to 50 percent. And so by ny
incorrectly taking into account for that had

t he downfl ow effect of we were taking really
nore than the 50 percent of Portland. Wen we

ended up reconciling the nunbers, we realized

44
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Q

45

that ny initial estinate was incorrect.

So are you conpensating for that this year?
(Kahl) No. W refunded basically 59. W were
supposed to refund 50. So we're just taking

t he remai ning portions. So, Year 2 is going to
be 60 percent of the renmainder, and Year 3, the
final year, wll be 40 percent of the renuining
bal ance.

Ckay. On the lost revenue rate, we | ooked at
Schedul e 10 on Bates Page 216, and it | ooked

| i ke you are projecting sales to increase. So
I f your sales increase, how do you expect to

| ose distribution revenue that needs to be
recovered in this LRR rate?

(Conneely) So the LRR is for the | ost
distribution and howit relates to the energy
efficiency prograns that we're inpl enenting.

So it would just be what is |ost for energy

ef ficiencies.

If your sales don't decrease, how do you

cal cul ate that?

(Conneely) If you look at... starting at the
back of ny calculation, it's Page 302 -- 324.
Is that at Tab 10?
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A
Q

46

(Conneely) This is at Tab 16. Maybe |I'm
throw ng you off with "distribution,” that

| anguage.

Ckay. |'mon Page 302.

(Conneely) So this page represents nunbers that
cane out of 15,137, which is the energy
efficiency CORE docket. And these are, if you
| ook at the annual therns for residential
prograns and the annual therns for the
comrerci al industrial prograns --

$66, 996 for residential?

(Conneely) Correct. Those represent the anount
of therns that will be saved through cal endar
year 2017 by inplenenting these energy
efficiency prograns, things such as ENERGY
STAR.  |I'mnot sure of all the prograns, but

t hey' re appliance-based, they're boil er-based,
t hi ngs of that nature.

So this is what you expect those prograns to
save in energy. And if you didn't have these
programs in place, you would have 66, 000 nore
therns of residential use.

(Conneel y) Correct.

And why is the surcharge, if you wll, nore
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47

expensive for the residential custoners? 1Is it
just because there's fewer to spread the costs
over?

A. (Conneel y) Yes.

Q Ckay.

CMSR. BAILEY: That's all | have.
Thank you.

CHAI RVAN HONI GCBERG. Has anyone
t al ked about Exhibit 3 and what is exhibit --
why do | have Exhibit 3 in front of ne? Wat
is it?

MR. TAYLOR  Exhibit 3 is updated
tariff pages that we submtted | ast week
that --

CHAI RVAN HONI GBERG.  Shoul d one of
the wi tnesses perhaps say that this needs --
there's a reason why this needs to be repl aced
or sonething like that on the record so there
woul d be a basis for striking the |I.D. on
Exhi bit 3? Wo would sponsor Exhibit 3?7 O
Staff could stipulate that it's appropriate
that Exhibit 3 replace whatever rel evant pages
it replaces and then we could be done with it.

W TNESS KAHL: | can attenpt to
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answer .

CHAI RVAN HONI GBERG M. Kahl, you
want to go for it?

W TNESS KAHL: Yes. There's, |
bel i eve, eight pages that we are submtting
here. The first one is revised Page 55. W
simply found a termin there that was
incorrect, and | think we took out the term
"winter" and replaced it with "annual." That's
t he only change to that.

The 15th revised Page 96, this
Is the rates sumuary. And what this does is it
accounts for the fact that you have an LDAC
that's going to change on January 1. So we've
al ready submtted 14th revi sed Page 96, which
is effective Novenber 1, but we need to al so
submt 15th to incorporate that. So if we kind
of skip over, you'll see there is a 15th
revi sed Page 97 and a sixth revi sed Page 98,
agai n, sane issue.

CHAI RMAN HONI GBERG. So, Exhibit 3 is
repl acenment pages for parts of the section of
the filing behind the tab that says "Tariff

Pages. "
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W TNESS KAHL: Correct.

CHAI RMAN HONI GBBERG Al l right. I's
Staff satisfied that these are appropriate
repl acement s?

MR CLI FFORD: Yes, Staff's reviewed
t hem and we believe these are correct.

CHAl RMVAN HONI GBBERG.  All right. W
don't need further explanation. | just wanted
to have sone explanation for what it was.

The other thing I want to talk
about is trivial, and |I apol ogi ze for doing
this. But "LDAC' neans two different things,
and you even use it two different ways in this
filing. | can highlight it in M. Conneely's
testinony. But we see this whenever we wite
orders in things that apply to both you and the
ot her natural gas LDC. To them they use -- |
believe this is true -- they use "LDAC " and
the "C'" in "LDAC' always neans "charge." For
you, sonetines it neans "cl ause" and soneti nmes
it nmeans "charge.”" And if you | ook at Page 2
of M. Conneely's testinony, on Line 15, you
even define "LDAC' as "l ocal delivery

adj ustment clause.”™ And you can see the usage
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[PANEL: KAHL|WELLS|CONNEELY]

of that on the next page sonmewhere. |'ve | ost

it now But the other way it gets used, you

use -- it's clear in context that the "C' neans
"charge." Look at Page 3, Line 5, the words
associated with LDAC on Line 5, and you'll see

it doesn't nmake any sense.

So |l would like -- I"'mgoing to
ask you to cooperate with ne and the
Conmmi ssioners, hunor us, if you will, to work
with Staff to rationalize your tariff and your
| anguage so that "LDAC' neans one thing. And I
think linguistically you'll find it'll be
easier to have it nmean "charge.” And even your
tariff can be your "l ocal delivery adjustnent
charge clause.” O you don't even need the
word "clause" in the title. AmIl making -- the
question, | guess, then, first, is am| making
sense? | see a nodding head, and | appreciate
that M. Kahl. And the second is, can you and
your counsel work with Staff to rationalize
your filing linguistically so that the next
tine we have to wite an order that involves
both you and Liberty, we're not westling with

f oot not es and expl anati ons of why LDAC neans

50
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two different things?
MR, TAYLOR W can certainly work to
reconcil e that.
CHAI RVAN HONI GBBERG. Al l right.
Thank you. | appreciate that. Again, |
probably took way nore tine than | needed to
with that.
| have no further questions.
M. Taylor, do you have any further questions
for your w tnesses?
MR TAYLOR: | have no further
questi ons.
CHAI RMAN HONI GBERG. Al |l ri ght.
There's no other w tnesses; correct?
[ No verbal response]
CHAI RVAN HONI GBERG. All right. You
gentl enen can probably stay where you are.
| assune there's no objection to
striking the I.D. on Exhibits 1 to 3, and we'll
hol d open the record for subm ssion of
Exhi bit 4; correct? | see noddi ng heads.
That' s good.
| s there anything we need to do

before you sumup? Al right. M. difford,
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why don't you go first.

MR, CLI FFORD: Thank you,
Commi ssioner. Staff recommends approval of
Nort hern's proposed wi nter cost of gas rates
and the adjustnent nmechani smfor the sumrer,
obvi ously subject to the explanation for the
bad debt expense adjustnent thereto that we
tal ked about today. W believe that the | ocal
area delivery adjustnment charge is conprised of
a nunmber of itens, nany of whi ch have been
established in other proceedings. W do
support the inclusion of a |l ost revenue rate
conponent, obviously subject to a nore thorough
expl anation through the di scovery request. W
al so support the supply and bal anci ng char ges,
the gas all owance factors, capacity allocator
adj ust ment percentages included in the Mine
and New Hanpshire interstate aspects of the
filing. W do recommend Conm ssion approval of
that. And also, we just want to report that
the Audit Staff has reviewed the 2015 and 2016
peak period cost of gas reconciliation and the
envi ronnental renedi ati on costs associated with

that, and we have no exceptions. So, in sum
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[PANEL: KAHL|WELLS|CONNEELY]

we support the rates as proposed.

CHAI RMVAN HONI GBBERG  Thank you, M.
difford.

M. Tayl or.

MR, TAYLOR  Just before | sumup, |
did want to just make sure sonet hi ng was
clarified. M. difford had nentioned in his
summati on that the Staff supported a | ost
revenue recovery charge subject to further
clarification through discovery. And ny
under st andi ng of the di scovery request that is
out there is related solely to the bad debt,
not to the lost recovery. And | just wanted to
make sure that we're all on the sane page with
respect to what's out there in terns of record
requests.

CHAI RVAN HONI GBERG. | understood t he
sane thing you did, M. Tayl or.

MR CLIFFORD: Right. Yes, and I
just want to clarify that is exactly what |
meant .

MR TAYLOR: Beyond that, | have
nothing further to add that our w tnesses

haven't already di scussed today. W very much

53
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54

appreci ate the opportunity to cone here and
present our filing to you. W do think it's a
fairly straightforward filing, even though it's
alittle bit different in substance or form
than it's been in the last -- than it's been
previously. But we think it nerits your
approval . Thank you.

CHAI RMAN HONI GBERG. Al |l ri ght.
Thank you all. W'l take this under
advi senent and wait to get Exhibit 4. But
we'll issue an order as quickly as we can.

(Wher eupon the hearing concluded at 11:27 a.m)
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