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PROCEEDI NGS

CHAI RMVAN HONI GBERG Good
af t ernoon, everyone. W're here in Docket
17-102, which is an annual reconciliation and
rate filing by Unitil. They filed a proposed
tariff to adjust a nunber of rate el ements, each
of which includes a nunber of conponents. W
suspended that tariff and schedul ed this hearing
which we're about to start.

Bef ore we do anyt hi ng el se,
| et' s take appearances.

MR. EPLER: Good afternoon,
Conmm ssioners. Gary Epler, appearing on behalf
of Unitil Energy Systens, Inc. N ce to see you.

MR. KREIS: Good afternoon. [|I'm
D. Maurice Kreis, the consumer advocate, hunbly
but earnestly representing the interests of
residential utility custoners.

M5. AM DON:  Suzanne Am don for
Comm ssion Staff. And | have Ri ch Chagnon wth
me today, who's an analyst in the Electric
Di vi si on.

CHAl RVAN HONI GBERG Al l right.

How are we proceedi ng today? M. Am don? M.

{DE 17-102} (RECONCI LI ATI ON AND RATE FI LI NG {07-20- 17}
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Epl er ?

MR. EPLER. The Conpany has a
panel of three w tnesses available. W have one
docunent that | would request be premarked as
Unitil Exhibit 1. And | am prepared to proceed
as soon as you would like ne to.

CHAl RVAN HONI GBERG Al l right.
Are there any prelimnary nmatters? |'m not
awar e of anyone who's filed to intervene. And
there are no pending notions; correct?

M5. AM DON: Correct.

CHAI RMVAN HONI GBERG Has t he
filing been marked as Exhibit 17

COW SSI ON CLERK: Not as yet.

CHAI RVAN HONI GBERG Wiy don't we
do that.

MR. EPLER  Thank you.

CHAI RMVAN HONI GBERG It's the
full filing, the binder that's dated June 16t h;
correct?

MR, EPLER  Yes.

(Unitil Exhibit 1 marked for
identification.)

CHAI RVAN HONI GBERG.  All right.

{DE 17-102} (RECONCI LI ATI ON AND RATE FI LI NG {07-20- 17}
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[WITNESS PANEL: FURINO|McNAMARA|DEBSKI]

(VHEREUPON, ROBERT S. FURI NO, LI NDA S.
McNAVARA AND DOUGLAS J. DEBSKI were
duly sworn and cautioned by the Court
Reporter.)
CHAI RVAN HONI GBERG M. Epler.
MR. EPLER.  Thank you, M.
Chai rman. The Conpany has a panel of three
W t nesses, as | indicated before. And if there
are no objections, | can just introduce themto
nmove things along. Cosest to ne, the w tness
is Robert Furino. He's the director of the
Energy Contracts Division. He is today
substituting for Lisa Gover, and I'lIl walk him
through that prefiled testinony. Next to himis
Li nda McNamara, who's a senior regul atory
anal yst with the Conpany. And next to her, on
her left, is Doug Debski, who's also a senior
regul atory anal yst.

DI RECT EXAM NATI ON

BY MR EPLER:

Q

Starting with you, M. Furino, could you
pl ease turn to what has been prenarked as
Unitil Exhibit 1, which is the binder that

contains the Conpany's whole filing.

{DE 17-102} (RECONCI LI ATI ON AND RATE FI LI NG {07-20- 17}
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[WITNESS PANEL: FURINO|McNAMARA|DEBSKI]

And first, in your position as director
of the Energy Contracts Division, does M.
d over report directly to you?

A (Furino) Yes, she does.

Q And in the course of her enploynent and your
oversi ght of her enploynent, are you fam i ar
with the material that she prepared in this
docket ?

A. (Furino) Yes, | amfamliar with the materi al
and had reviewed it before it was fil ed.

Q Ckay. Thank you. So could you please turn
to the tabs that are marked Exhibit LSG 1 and
Schedul es LSG 1 through LSG 5. And you' ve
i ndicated that you're famliar wth these.

Do you adopt these as your testinony?

A (Furino) 1 do.

Q And do you have any changes or corrections to
t hese?
A (Furino) | have no changes.

Q Ckay. Thank you. M. MNamara, can you
pl ease turn to the sane exhibit, Uniti
Exhibit 1, and turn to the tabs narked
Exhi bit LSM1 and then Schedule LSM 1 through

Schedul e LSM 4. And were those nmateri al s

{DE 17-102} (RECONCI LI ATI ON AND RATE FI LI NG {07-20- 17}
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[WITNESS PANEL: FURINO|McNAMARA|DEBSKI]

o >» O >

>

A
Q

prepared by you or under your direction?
(McNamara) Yes, they were.

And do you have any changes or corrections?
(McNamar a) No.

And do you adopt this material as your

testi nony here today?

(McNamar a) Yes.

Thank you. M. Debski, if you could turn to
the sanme Unitil Exhibit 1, and in that

exhi bit |l ook at the tabs nmarked Exhibit DID-1
and Schedul e DJD-1 t hrough Schedul e DID- 5.
Were these prepared by you, under your
directi on?

(Debski ) Yes.

Do you have any changes or corrections?
(Debski) I do have one itemof errata. On
Bat es Page 79, Line 19, there's a sentence
that says, "Detailed calculations are shown
In the two schedules,” and it should read
"four schedul es.”

Ckay. And with that, do you have any ot her
changes or corrections?

(Debski ) No.

And do you adopt these materials as your

{DE 17-102} (RECONCI LI ATI ON AND RATE FI LI NG {07-20- 17}
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[WITNESS PANEL: FURINO|McNAMARA|DEBSKI]

testi nony here today?
A (Debski) 1 do.
Q Ckay. Thank you.
MR. EPLER. M. Chairman, the
W t nesses are avail able for cross-exam nation.
CHAI RMVAN HONI GBERG M. Kreis.
MR. KREI'S: Thank you, M.
Chai r man.
CROSS- EXAM NATI ON

BY MR KREI S:

Q Good afternoon, honorable w tnesses from
Unitil. Let ne just start by satisfying ny
curiosity about sonething. At Bates Page 50,
which is part of the LSG testinony, there's a
reference to Central Vernont Public Service
Conpany bei ng descri bed as a "brokering
agent" of Unitil for purposes of Hydro-Quebec
Phase Il agreenents. | have to confess | was
under the inpression that Central Vernont
Public Service Conpany had faded into

oblivion. Could you explain why or how it

hasn't ?
A (Furino) I will have to say that | would need
to review the corporate history. | believe

{DE 17-102} (RECONCI LI ATI ON AND RATE FI LI NG {07-20- 17}
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[WITNESS PANEL: FURINO|McNAMARA|DEBSKI]

you're correct. The Conpany's initial
agreenent was with Central Vernont Public
Servi ce, and, you know, the agreenent itself
has been, you know -- if not assigned, it is
accrued to the new ownershi p.

Q O | suppose it could nean that Centra
Vernont Public Service still exists on paper
as a subsidiary of G een Muntain Power.

A. (Furino) Right, but that its corporate
owner shi p has changed.

Q I just have a few questions about this. And
| think what | would like to do is just | ook
at the Typical Bill Inpacts sheet, which is
Schedul e LSM 4, which is Bates Page 31. It'
fair to say, is it not, that the significant
change that would be effectuated if the
Commi ssion approved this filing would be a
pretty significant increase in the external
delivery charge; correct?

A (McNamara) Correct.

Q And would it be fair to say that as a
stand-al one item the external delivery
charge is increasing by 23 percent?

A (McNamara) | haven't done the nmath on that,

S

{DE 17-102} (RECONC! LI ATI ON AND RATE FI LI NG {07- 20

-17}




© 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

[WITNESS PANEL: FURINO|McNAMARA|DEBSKI]

but I'lIl take your word that you have.

You can agree with nme, subject to check, if
you woul d |i ke.

(McNamara) 1'11 do that.

| should tell you before you do that, that I
was an English major in coll ege, steadfastly
avoi ding nath. But nevertheless, |I'mpretty
sure I'mright.

Coul d you, in layperson's terns, explain
what it is that's driving such a significant
increase in that particular charge? And just
to cut to the chase a little bit, you m ght
start with Bates 9 at Line 4. That question
Is: "How does the proposed EDC conpare to
the rate currently in effect?" And then
t here's an explanati on of the increase, and
then there is a sonewhat succinctly worded
expl anation of the increase, but | guess |
woul d hope for a slightly nore el aborate
expl anati on.

(McNamara) | was going to actually refer
everyone to Schedule LSG 3 [LSM 3?], which is
a red-lined copy of the tariff, because then

you mght be able to see a little bit nore

10
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[WITNESS PANEL: FURINO|McNAMARA|DEBSKI]

side-by-side. And specifically I'm]l ooking
at Page 26, stanped Page 26. This shows

si de- by-si de conparison of the proposed rate
on the right, and the current nunbers are
crossed out in the current rates. So you can
see the beginning bal ance is changed from a
credit of $745,000 to a charge of $2.3
mllion. A large portion of that is due to
RGE credits. There are other costs that
have come in higher over the | ast year than
we had originally forecasted. Third-party
transm ssion cost, regional transm ssion cost
are two itens in particular that, conpared to
what we had forecasted, were higher. The
cost thensel ves, which is on Line 2, $26
mllion in the previous period, and in this
period we're forecasting $29 m I lion, again,
a large portion of that is due to | ower RGG
credits for the upcom ng year. Also, there
was an i ncrease, a significant increase in
regi onal transm ssion cost. That was another
| arge contributor to that increase.

Is this a matter of forecasting errors, or

did things happen that were unexpected?

11
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[WITNESS PANEL: FURINO|McNAMARA|DEBSKI]

12

A (McNamara) | can certainly speak to the RGGE
forecast. And maybe M. Furino can speak to
t he ot her nunbers.

But with regard to RGE, we don't really
have a great way of forecasting the next four
to five to six auctions that we will include
inthis filing. And the way we' ve been doi ng
t hat has been | ooking at the previous
auctions. So, last year at this tine | had
| ooked at the previous four auctions. And
unfortunately, if anyone's famliar wth what
the RGE auction has been doing, it's been
doing this bell curve. It really peaked,
want to say about a year and a half ago, and
since then it's been com ng down. So,
therefore, over this |ast year, August of
2016 through July of 2017, the forecast that
we had included was based off of previous
aucti ons which were much higher, and they
cane in lower. The current period that we're
| ooking at -- I'msorry. The forecasted
peri od begi nning this August, August of 2017,
does reflect | ower RGE auction proceeds

because we're basing those off of what we've

{DE 17-102} (RECONCI LI ATI ON AND RATE FI LI NG {07-20- 17}
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[WITNESS PANEL: FURINO|McNAMARA|DEBSKI]

A

13

been seeing, which is | ower nunbers. To say
that the RGE auction prices aren't going to
skyrocket, | don't know. You know, in a year
from now we could be com ng in saying, well,
we got a lot nore credits, so next tine
around custoners are getting those credits.

I n percentage terns, how nuch of the increase

is attributable to this RGd market problenf

(McNamara) | didn't do the cal cul ati on on
that. | do have total dollar nunbers, if
that's hel pful. You know, on Page 26 that we

were | ooking at, the under-collection of $2.3
mllion, about $1.4 mllion of that was due
to the RGE auction credits comng in | ower

t han we had forecasted. And for the

esti mated period August 2017 to July 2018, we
have a total period cost of $29 mllion
forecasted, and about $1.1 mllion of that
change was due to | ower RGE auction

pr oceeds.

And would it be fair to say that the rest of
t hat shortfall has to do with increased
transm ssi on charges?

(McNamara) | would say that's fair.

{DE 17-102} (RECONCI LI ATI ON AND RATE FI LI NG {07-20- 17}
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[WITNESS PANEL: FURINO|McNAMARA|DEBSKI]

And that's a result of the fornula rates that
are FERC- approved?
(McNamara) M. Furino.
(Furino) Certainly transm ssion charges are
resulting from FERC- approved fornul a rates,
yes.
And so the Conmm ssion here really has no
choi ce other than to pass those straight
t hrough to custoners.
(Furino) I would say that that woul d appear
to be the case. | was |l ooking to see whet her
there were other itens such as rate case
expenses that | ooked to be, you know, rolling
into the EDC that could al so be contri buting.
But certainly I would agree with that
concl usi on on the source of the cost and
t hose approved for -- FERC approved costs
t hat the Conpany i ncurs.

MR. KREI'S: Thank you. | think
those are all the questions | have, M.

Chai r man.

CHAl RVAN HONI GBERG:  Ms. Ami don.

M5. AM DON: Thank you.
CROSS- EXAM NATI ON

14
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[WITNESS PANEL: FURINO|McNAMARA|DEBSKI]

BY M5, AM DON:

Q Ms. McNamara or M. Furino, | just wanted to
ask about the stranded cost charge and the
general trend in that charge being a credit
and not a paynent by custoners. |Is this
related to the Hydro- Quebec capacity paynents
and t he Hydro- Quebec arrangenent ?

A (Furino) Yes, that's correct. |If you were to
| ook at Bates Page 60, this is --

CHAI RVAN HONI GBERG Go off the
record for a second.
(Di scussion off the record.)

BY M5, AM DON:

Q So, M. Furino, you were directing our
attention to Bates Page 60; is that right?

A (Furino) That's right. Thank you.

Bat es Page 60 is Page 2 of LSG 1,
Schedule LSG1. And this shows a three-year
hi story, or three-year | ook from August 2015,
wth actuals sort of halfway through this
period through the forecast well into 2018.
You can see the net contract rel ease paynents
that Unitil Power Corp. is incurring. And at

one point earlier in 2015, you' re seeing that

15
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[WITNESS PANEL: FURINO|McNAMARA|DEBSKI]

t he expenses on a net basis were positive and

that nowit's becone a net revenue. But |

want to show you the growth of that pattern.
But yes, back to the question. It is

t he case that the capacity credits fromthe

"HQ ICC s," as we call them and the

transm ssion revenues that we're getting

t hrough the CVPS brokering agreenents are

exceedi ng the cost of service that Unitil

Power Corp. pays to support the transm ssion

facilities.

And if | look at that going for the

forthcom ng period that begins August 1, the

projection is that those costs -- well, that
credit will continue to grow. Is that fair
to say?

(Furino) Qur projection is that the revenue

w Il continue to exceed the expense.
Ah, you said it nuch better than |I. Thank
you.

And this agreenment expires in 2020; is
that right?
(Furino) The HQ Phase Il entitlenents, yes.

The agreenent there expires COctober 2020.

16

{DE 17-102} (RECONCI LI ATI ON AND RATE FI LI NG {07-20- 17}




© 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

[WITNESS PANEL: FURINO|McNAMARA|DEBSKI]

17

Q Wul d that be the end of the stranded cost
charge at that point, or are there other
el ements that continue to be incurred by the
Conpany beyond that period?

A (Furino) Qur viewis that would be the end of
t he stranded costs.

Q Thank you. That was very hel pful. One
nonent, please.

(Pause)
MS5. AM DON: Thank you, M.

Chai r man.

BY M5, AM DON:

Q This is in Ms. Gover's testinony, which I
bel i eve you have adopted, M. Furino, Bates
Page 63. Let ne know when you're there.

A (Furino) Ckay.

Q All right. And if we look at that table, if
you go down to the nonth of June and | ook at
t he Eversource obligations, which | guess
woul d be the second col um, the anount of
noney that appears in that colunmn, or costs,
appear to be significantly different fromthe
prior nmonths and the forthcom ng nonths.

Coul d you address that, please.

{DE 17-102} (RECONCI LI ATI ON AND RATE FI LI NG {07-20- 17}
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[WITNESS PANEL: FURINO|McNAMARA|DEBSKI]

(Furino) Yes, certainly. What happens is
that, on an annual basis, Eversource is
providing a projected rate that's effective
June 1st for the capacity year, and they do
an annual update, an annual reconciliation of
that. And so just before we nmade the filing,
t he Conpany nade the filing, we received
noti ce of what that anount woul d be and an
i nvoi ce for those charges. And this year the
annual true-up that Eversource cal cul ated was
pretty significant. And you see that charge.
If you | ook down that line item i1t's 10
ti mes hi gher than any ot her charge.

In any case, in order to explain what
sonme of the variance itens were, the rate
t hat had been charged previously reflected an
esti mat ed annual revenue requirenent for the
year 2016. And Eversource recal cul ated that
revenue requirenment based on actual data, and
that created a significant part of the
adjustnent. They also ny understanding is
t hat part of the expenses, and one of the
reasons their expenses were so high, is that

they incurred significant right-of-way costs

18
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[WITNESS PANEL: FURINO|McNAMARA|DEBSKI]

associated with sone projects that they had
goi ng on, and so these additional,

unantici pated capital costs had led to this
hi gher, now annual revenue requirenent.

O her aspects of it were that Unitil
Energy Systens' |low ratio share had changed.
Unfortunately, | don't have a conparison to
be able to say what the prior percentage was.
| can tell you that the current percentage
is, | believe, 3.3 percent of all these costs
t hat Eversource i s managi ng there.

In addition, there's often an offset to
this charge. This is on the Eversource
calculation side. There's an RNS revenue
credit that they get. And apparently the RNS
revenues were | ow due to |ower | oads during
t he base year here of 2016, and so that
credit was lower than it had been in prior
peri ods.

Q M. Furino, was the change in the lowratio
share a big contributor to the cost increase,
or was it just one of the factors?

A (Furino) | believe it was just one of the

factors. | don't believe it was a dri ver.

19
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[WITNESS PANEL: FURINO|McNAMARA|DEBSKI]

o >» O >

Ckay. Thank you.

Ms. McNamara, if we go to Bates Page 36,
which | believe is an attachnment schedule to
your testinony, in this -- are you there?
(McNamara) | am thank you.

Thank you. In this schedule, if we | ook at
the table at the top of the page and we | ook
at the average kW of 650, we see at the far
right the total percentage difference, that
the difference is an increase of 2.7 percent;
correct?

(McNamara) Correct.

Now, is that for the total bill?

(McNamara) That i s.

So woul d you agree that if you calculated it
just for the distribution portion of the
bill, the increase is nore like 5.2 percent?
(McNamara) The delivery portion would be

approximately 5.2 percent on that bill

Thank you.

And if we nove to -- this is for you,
M. Furino. |If we noved to Ms. dover's
testinony at Bates 49 -- |let ne know when

you' re there.

20
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[WITNESS PANEL: FURINO|McNAMARA|DEBSKI]

(Furino) Gkay. |I'mthere.

Ckay. So there's a table at the bottom of
the page. And this is for the stranded cost
charge; is that right?

(Furino) Yes, that's right.

Coul d you just explain what the table shows
us? | nean, | see that August 2016 through
July 2017 there's an estinate for the
forthcom ng period and then there's the

vari ance. Could you just explain how --
(Furino) Sure. So the table includes various
itens that either currently or in the past
were part of the stranded cost charge. So
the portfolio sales charge has now been
satisfied. Al those obligations have been
nmet, along with the residual contract
obligation. And what remains, and | think we
had a |line of questions about this, is the
Hydr o- Quebec support paynents.

Hrm hnhrm  Wbul d you have --

(Furino) I was going to say | believe the
true-up is associated with the prior period.
W were transitioning from|l think the net

expense to net revenue. So you have this net

21
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[WITNESS PANEL: FURINO|McNAMARA|DEBSKI]

22

credit that is flowng nowinto it. It's
alnost as -- if you look at it, it appears
that in total you go froma historical basis
fromthe year that we're | eaving of a
$320, 000 credit to this EDC associated with
this stranded cost charge to |l ess of a
credit, $269,000 for this projected future
period. | think what that is, is it's
reflecting the adjustnent that was nade when
we transitioned previously from net expense
whi ch was enbedded in rates to net revenues
associated wth those Hydro- Quebec expenses
we reviewed earlier and now, on a
goi ng-forward basis, you're not going to have
that sort of adjustnent to prior period.

Q So there will be a simlar type of true-up
next year if there's a variance between the

proj ected revenue and the actual revenue?

A (Furino) There will be sone sort of vari ance,
l'"msure, but |I don't know that it wll be
that significant. | don't know that we'l]l
flip signs onit, if you will, go froma net

expense to a net revenue or sonething |ike

that back to a net expense. And | don't --

{DE 17-102} (RECONCI LI ATI ON AND RATE FI LI NG {07-20- 17}




© 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

[WITNESS PANEL: FURINO|McNAMARA|DEBSKI]

it's obviously not what we're projecting and
it's not what we're reflecting in the
schedul e.

Q Ckay. |If you could turn now to Page 53. |
think this relates, M. Furino, in part to
the estimated bill from Eversource that you
received -- that you | ast received, the one
that had the unusually high reconciliation
If you ook at that third-party transm ssion
that's No. 1 in Table 2, the second line,
which is the estimate for the forthcom ng
period, is |less than half of what was
experienced in the prior period. Could you
explain why the estinmate is so different?

A (Furino) Yes. And that indeed is the case.
So what's happening is that the future period
does not project the types of expenses, |ike
the right-of-way cost and that one-time
adj ustment, which included things |like a
| ower credit fromRNS that typically would
flow through to those rates. So it is -- you
know, it does appear that it's alittle bit
| ower than it m ght otherwi se be. But this

Is nore of a return to the long-term
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projected cost. And the current period, the
period that we're endi ng now as we've just
gotten -- and just to clarify, the invoice

t hat the Conpany received was not an
estimated invoice. It was an actual invoice,
but it included true-ups for previously
estimated charges. It also includes sone
estimates that wll subsequently be trued up
in the future.

Q And if we could just go back to Page 51, |
just wanted to -- | thought that this piece
of the testinony, beginning with the question
on Page 3, is always hel pful.

So if we look at the |ast three nunbered
itens in that response, 13, 14 and 15, as |
understand it, and you can correct ne if I'm
wrong, the rate case expenses that are
included in the EDC are a reconciling cost
that's added to the ETC until such tine as
the rate case expense associated wth the
nost recent rate case are fully recovered by
t he Conpany; is that right?

A. (McNamara) That is correct.

Q And with respect to O her Regul atory

24
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Expenses, lItem 14, those expenses are the
regul atory expenses incurred by the Conpany
in connection with the net netering and the
grid nod investigations and also are
reconciling and will cease once those costs
are fully recovered; is that right?
(McNamara) That is correct. In our |last rate
case, | believe the settlenent allowed for a
12-nonth recovery of the costs that are on
Line 13, the rate case expense, and the

t hree-year recovery of the other regul atory

expenses.
Right. But those w || di sappear once the --
or those added el ements wi Il di sappear once

those costs are fully recovered; is that fair
to say?

(McNamar a) Yes.

And M. Debski, the displaced distribution
revenue, for the first tinme the Conpany has
actually filed for -- included that, | should
say, in the request for EDC, included that in
t he cal culation of the EDC rate; is that

ri ght?

(Debski) Yes. And Staff has reviewed the

25
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filing. And just for the record, you
calcul ated the | ost distribution revenue in
t he same manner whi ch was part of the
Settl enent Agreenent approved by the
Commission on, | think it was 15-147, the
Petition to Recover Lost Revenue associ at ed
with net nmetering; is that right?
(Debski) Yes, that's correct.
Ckay. Thank you.

| just had a question related to
Page 62, M. Furino, on the working capital.
Let ne know when you're there.
(Furino) Ckay.
So the footnote on nunber -- No. 2, the
footnote there indicates that the
Commi ssion -- that essentially you' re using
t he 45-day lag which is allowed by the rules
and that that was approved in a Settl enent
Agreenent in the Distribution case identified

as DE 10-055; is that right?

(Furino) | see what's there. [|I'mjust -- |
wll have to say I'"'mnot famliar with that
settlenment. | don't know if M. MNanmara can

speak to that.
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A (McNamara) That is correct. You have that
ri ght.

Q Ckay. | just wanted to nake sure |
under st ood t hat.

And that was not revisited in connection
W th the nost recent Distribution rate case?

A (McNamara) Correct.

Q And then the final question | had, | think
it's Page 64. Let nme know when you're there.

A (Furino) Ckay.

Q So in February 2018, the estimate i s, under
Unitil Power Corp., an estimate of $5,366; is
that right?

A (Furino) Yes. This is under the
adm ni strative services charge.

Q Ri ght. Thank you for pointing that out. And
could you tell ne what that represents.

A (Furino) Sure. This represents Unitil Power
Corp.'s annual dues to | SO New Engl and. Al
partici pants pay an annual dues of $5,000 a
year .

Q Ckay. Thank you. That's all the questions |
have.

MS. AM DON: Thank you, M.
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Chai r man.
CHAI RVAN HONI GBERG Conmmi ssi oner

Bai | ey.

| NTERROGATORI ES BY COWM SSI ONERS:

BY COWM SSI ONER BAI LEY:

Q

Thank you. Follow ng up on the question Ms.
Am don asked you about when the stranded
costs wll be fully recovered, can you tel

me if Unitil will still have transm ssion

ri ghts and capacity on the Hydro- Quebec
Phase Il |line after the stranded costs are
pai d?

(Furino) So the situation is that the Conpany
has -- Unitil Power Corp. being "the

Conmpany"” -- a commtnent to the Hydro- Quebec
Phase Il facilities through Cctober 2020.
Sitting here right now, ny expectation is
we'll let that agreenent expire. And at that
poi nt there would be no transactions that
Unitil Power Corp. would have. And | don't
bel i eve there woul d be anything el se that
would flow into the stranded cost charge.
That said, there's still a couple years

bet ween now and then, and | don't anticipate
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any changes. But different things could
happen. | don't think anything new that
woul d happen woul d have any i npacts on
stranded costs. But | don't see a need for
t he Conpany to acquire additional capacity.
The Conpany doesn't have any -- Unitil Power
Corp. would be done. Unitil Energy Systens
doesn't have any transmn ssion service or

ot her capacity that |I'maware of either.

Q Ckay. So the revenue that you're receiving,
t he net revenue that you're receiving wll
al so go away, and Central Vernont Power, or
whoever it is, will have to get capacity from
sonebody el se?

A (Furino) So there's a group called the --
well, the owners of the Hydro- Quebec
facilities would just have those assets. The
reason that Unitil Power Corp. gets that
revenue is it's just mtigation. They' re not
assets that the Conpany uses actively these
days. Before the restructuring was
conpl eted, | want to say in the 2005 tine
frame when the Conpany sold its portfolio to

M rant and di vested and began to allow retail
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choi ce, when that all happened -- before

t hen, the Conpany actually had and nai nt ai ned
and used those resources. Since then, we've
been purchasing, and initially it was
transition service which was purchased from
Mrant, and then default service; so we cone
in every six nonths with our default service
procurenents. And when you're purchasing
default service, which is a delivered
service, you really don't require those types
of assets.

Q Ckay. Have you -- has Unitil done anything
to attenpt to reduce peak demand on which the
regi onal transm ssion costs are all ocated?

A (Furino) Well, | can only say we participate,
you know, in the various proceedings, |ike
t he net netering proceeding and different
proceedings like that. |I'mreally not in a
position -- nmy role with the Conpany is sort
of whol esal e procurenent of supplies. |
really don't know that there's been any
specific activities other than our
energy-efficiency prograns that we pronote.

But that specifically targets a reduction in
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the RNS. | would inagine that the conpany's
energy-efficiency prograns that target
certain custoners would | ook to capture the
val ue of avoided transm ssion cost. But |
just don't have any direct experience with
t hat .
Ms. McNamara, do you have anythi ng? No?
(McNamar a) No.
Does anybody know if there's a programfor
commerci al custoners to be aware of when that
peak is going to occur so that, you know, if
they could curtail their usage during that
time, that the peak | oad woul d be reduced? |
mean, | think sone other conpani es neasure
capacity tags on that day. Do you --
(Furino) 1SO New Engl and does use that peak
hour each year to establish capacity tags for
the foll ow ng capacity year. So, yes, al
conpani es, all custoners in New Engl and have
t hat phenonmenon, that whatever their denand
was on that hour, that foll ows them around
t he next year and that becones their capacity
tag. So that happens.

| should say that at the |I SO New Engl and
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level, and |'mnot extrenely famliar wth
the progranms, but there are sone types of
demand- shavi ng types of programs. And third
parti es do engage sone of Unitil Energy
Systens' |argest custoners in these prograns.
Those prograns are typically direct with

| SO New Engl and, and we have very little
transparency into what's happeni ng. But that
is an exanpl e of those custoners working wth
ot her parties to reduce their demands,
particularly with regard to, you know,
avoi di ng peak pricing.

Q But you don't do anything to hel p those
customers know when that capacity may
occur -- or that peak may occur?

A. (Furino) No, other than our energy-efficiency
efforts, we're not sponsoring any programns
that are trying to avoid peak period usage or
peak time usage currently.

Q On Bates Page 33, it indicates that the
increase as a result of this filing for |arge
busi ness custoners is al nost $1, 000 a nont h.
And, you know, there's a lot of pressure to

reduce electric rates, and I think that maybe
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assi sting custoners, at | east about awareness
of the peak and the fact that it influences
their rates, could help with these increases.
I's there anybody in your conpany who coul d

| ook at that?

(Furino) | appreciate the observation. |
can't really... I'mnot prepared to respond
to that just now | guess | would

appreci ate -- | appreciate the observati on.

I will say that the bul k of the expense
that's rolling through this is regional
network transm ssion service. | nean, in a
sense it's a zero sumgane. |If the
transm ssion owners in New Engl and have a
certain anmount of revenue requirenent that is
built up and established, they have the right
to collect that under FERC- approved rates.
So, for instance, the R & S annual
transm ssi on revenue requirenent as of
June 1st, 2016, was 2.068 billion dollars.
Billion?

(Furino) Billion, yeah.
Was that for the whole region?

(Furino) For the region, yeah.

33
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And how is that allocated to New Hanpshire?
(Furino) One nonent.

Ckay.

(Furino) And so the 1SO just published their
recent updated nunbers. So, for June 1st,

2017, the annual transm ssion revenue

requirenment is now 2.194 billion dollars. So
the difference between alnost 2.2 billion and
alittle over 2 billion is basically $150
billion was added in revenue requirenent.

And so how does that get allocated to
New Hanpshire? 1t gets allocated to al
custonmers on a usage basis. So when we talKk
about the capacity tags, whatever each
custoner used during the peak hour, you know,
that sort of triggers what is going to foll ow
t hem around. That's specifically in terns of
generating capacity, but it's going to be a
usage-base and | oad-ratio share. So if New
Hanmpshire has 10 percent of | SO New Engl and' s
| oad, then New Hanpshire will get 10 percent
of those costs.
And i f New Hanpshire has 9 percent of |SO New

Engl and's | oad, then we get fewer costs and
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the rate goes down.

(Furino) Yeah, assumng that all the other
five states in New England don't al so
simlarly drop. So the point was that it's a
rel ati ve nmeasure.

So, yes, we would |like to see these
transm ssion costs -- that's an area we don't
have any investnment in. But we'd |like to see
t hese transm ssion costs, you know, be under
control or manageabl e.

| did take a peek, and it does appear
that the projection, | think we've seen | ast
year to this year is something like a 7 to
8 percent increase. And we're | ooking at
recent |1SO information and saying that you're
going to see that sane | evel of increase in
t hese types of cost for the next two years at
| east and then may start to sl ow down after
that. So it is an area of increase in costs
that are upstream of what the Conpany has,
but certainly trying to nanage what we can in
terns of advising our custoners or what have
you, or certainly individual customers as

they nmaybe work with a third party, wth an
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| SO sponsored program or try to inplenent
energy efficiency to nove, | call it "peak

denmand projects,” to try to nove sone of
their demands of f of those peak hours woul d
hel p t hem

Q And i f Massachusetts nobves their denand off
t he peak hours, then our allocation is going
to increase.

A (Furino) It's got to go sonewhere. Yes, it's
all relative, | would say, yeah.

Q So don't you think it's really inportant to
try to do so sonething to hel p custoners be
nmore aware of that? That's rhetorical

A (Furino) | do agree. And thank you.

CHAI RVAN HONI GBERG "1 tel
you that sone of your peers are paying attention
tothis. And | believe in a recent order, or
maybe a year ago's order, there was a directive
to one of your peers to cone and tell us about
t he peak shaving efforts. And | think you
probably shoul d expect to be asked about it next
year, because there's a perception out there,
and maybe it's wong, but there's a perception

out there that we're | osing the zero sum gane,
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that we're not as aggressively encouragi ng our
| arge users to shave their usage during tines
when these allocation cal cul ations are going to
be nade. Now, maybe that perception's w ong.
Maybe there's nothing nore we can do. But if
that's the case, we want an answer. W want to
know that we're doing all we can for ratepayers
in the state because we hear it on a regul ar
basis, that every penny counts. So it's an
i ssue for us. So that's not even a rhetorical
question. That's just a piece of information
for you.

| don't think |I actually have
any questions. Do you have -- no. | think
all my questions have been asked.

So, M. Epler, do you have any
further questions for your w tnesses?

MR. EPLER Yes. And maybe | can
help with sone understanding of this issue.

REDI RECT EXAM NATI ON
BY MR EPLER
Q M. Furino, are you famliar with the

occurrence of the Conpany's peak as conpared

to the system peak, and woul d you agree that
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t he Conpany's peak occurs later in the day as
conpared to the system peak?

(Furino) | believe that's the case, but |
have not studied the recent data on that.
Ckay. M next question you nmay or may not be
able to answer. Are you aware that the
Conpany's peak is not a spike-type peak but
is actually a fairly |l evelized peak occurring
later in the day? Are you aware of that?
(Furino) I will accept that.

Ckay. Wth respect to the large -- the

I mpacts on | arge custoners, can you speak at

| east to the other side of the cost equation,
the energy charge and the type of procurenent
that we do for |arge customers, and the
conpari son of our default service rates for

| arge custoners conpared to the default
service for |l arge custoners of other

conpani es?

(Furino) Certainly. Thank you. So, Unitil
Energy, for utility systens, on behalf of its
| arge default service custonmers, has a

di fferent process than what we do for smaller

custonmers and what ot her conpani es do. So,
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for instance, the typical nodel of purchasing
default service is to request a fixed price
or fixed nonthly price | oad follow ng
servi ce.

Wiat we do for |arge default service
custonmers is we request what we call an
"adder." And it's a price that reflects only
capacity and any charges, any fi xed charges
t hat the supplier needs, but then we flow the
ener gy charges through our agreenent with the
whol esal e supplier. And what we've seen is
over the | ast several years, and we've been
doing this at |east four years, is that
Unitil Energy Systens' |arge custoner rates
are well below the |arge custoner rates for
the default service rates for our peer
conpani es.

MR EPLER I'mnot sure if the

W tnesses -- if these witnesses are particularly
famliar wwth this, but I do want to refer the
Commi ssion to the recent order of the Comm ssion
in the Net Metering docket where you are
requiring the conpanies to propose a tine-of-use

rate. And so we are working on that within the
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Conpany. And that is sonething that certainly
woul d have an i npact on peak usage, and we w ||
be providing you with a filing of that sonetine
in the future. So that's another neasure that
the Conpany is taking to address that.

There was one question... if
you'd refer to Page 51 and the list of costs.
There was a question from Attorney Am don
to Ms. McNanmara. And again, | don't believe
the witnesses nmay be able to answer this
question because they may not be famli ar
enough with the Settlenent Agreenent in the
| ast rate case. But if there's no objection,
| can speak to it just to clarify what was
said on the record.

There was a description of
No. 14, the Ot her Regul atory Expenses, as
bei ng the Conpany's costs fromthe Net
Met eri ng docket and the Snmart Grid docket.
That's incorrect. It is only the Conpany's
costs fromthe Net Metering docket. There
are no conpany costs for the Smart Gid
docket. And it also includes recovery of the

al |l ocated portion of the Comm ssion
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consultants costs in the Net Metering docket
and the Smart Gid docket, and the Consuner
Advocate's consultant's costs fromthe Net
Metering docket. So | appreciate the ability
to clarify that point.

CVBR. BAI LEY: Can you | ook at
Bat es Page 61, please? Is Item N incorrect?

MR. EPLER. No, that description
IS correct.

CVMSR. BAI LEY: So are you saying
that there are no grid nodernization costs
because they haven't been incurred yet?

MR. EPLER Well, the first
sentence | think is a general sentence. It
doesn't assign those costs to any entity. So it
just says "expenses related to net netering and
grid nod are to be covered through the EDC "
And t hen the next sentence says, " Conpany
regul atory costs associated with the Net
Met eri ng docket and Comm ssi on and OCA expenses
charged to the Conpany through the Net Metering
and Gid Modderni zati on dockets will be anortized
over a period of three years. So that

description is correct, but the answer fromthe
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Wi tness to the question was not correct.

CVBR. BAI LEY: Gkay. Thank you.

MR. EPLER  Thank you.

CHAl RVAN HONI GBERG:  Anyt hi ng
el se, M. Epler?

MR. EPLER. No, | don't believe
so. Thank you.

CHAl RVAN HONI GBERG Al l right.
Then | think we're done with questioning
W t nesses.

|t probably makes sense for
you to stay where you are.

No objection to striking |I.D.
on the exhibit, | assune?

[ No verbal response]

CHAI RVAN HONI GBERG Al l right.
I.D. will be struck.

| think all that's left is for
the parties to sumup. M. Kreis, why don't
you go first.

CLOSI NG STATEMENTS

VMR, KREIl S: Thank you, M.

Chairman. 1'll try to speak right into the

m crophone this tine to keep the reporter happy.
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And speaki ng of bei ng happy,
"music to the ears" of residential ratepayers
everywhere is the way | woul d characterize
t he questions and concerns | heard
articulated fromthe Bench this afternoon
relative to the extent to which this utility
and maybe all electric utilities are
addressi ng this question of the peak that
drives regional costs that are all ocated out
to the utilities.

At the risk of testifying, |
can tell you that there is a podcast in w de
circulation in which the CEO of an electric
utility in a neighboring state brags that she
is looking forward to ot her nei ghboring
states paying a greater share of those
regi onal costs that are allocated through the
| SO And she dared nei ghboring states,

I ncl udi ng New Hanpshire, which she naned, to
do sonet hing about that. And |I think on
behal f of residential utility custoners, that
it would be a good idea to take up her dare.
And | hope the concerns, therefore, that

Conm ssioner Bailey articulated and that the
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Chai rman echoed wll be duly reflected in the
order that the Conm ssion issues.

| was interested and intri gued
by the coll oquy about energy efficiency and
the extent to which our energy-efficiency
prograns are cal cul ated to cause consuners to
reduce their contribution to peak demand.
And | appreciate the fact that the w tnesses
who happen to be here testifying today on
behal f of the Conpany are not the fol ks at
Unitil who are steeped in energy efficiency.
And | would say, at the risk of testifying,
that those who are interested in | earning
about the extent to which our
energy-efficiency prograns address this
question of peak demand mi ght | ook at the
draft Energy Efficiency Resource Standard
| npl enentation Plan, go to the section on
Performance I ncentives in that plan, and | ook
at the extent to which the performance
incentive that the utilities have proposed
gets at this question of reducing peak
demand. And | guess I'Il just leave it at

t hat .
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CHAl RVAN HONI GBERG That's a | ot
| ess close to testifying than the other thing
you just did.

MR. KREI S: | ndeed, | admt.

Apart fromthat, and subject
to these concerns, | think the Comm ssion has
relatively little, if no discretion, to do
anyt hi ng other than declare that the
Conmpany's proposal would result, if approved,
in just and reasonable rates. Therefore, the
OCA has no reason to suggest that you do
otherwwse. So | think that's all | have to
say.

CHAI RVAN HONI GBERG Ms. Am don.

M5. AM DON: Thank you. Staff
reviewed the filing, and we determ ned that the
SCC and the EDC rate were both appropriately
cal cul ated and that the Conmm ssion shoul d
approve the filing for effective rates begi nni ng
August 1, 2017. Thank you.

CHAI RVAN HONI GBERG M. Epler.

MR. EPLER  Yes, thank you. |
wll just draw the Conmission's attention to the

relief requested in the Petition.
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On this issue of peak that
we' ve been di scussing, the Conmpany woul d
wel come an opportunity to bring in the
correct people before you and have a
di scussi on of these issues. W'd be happy to
do that at a tinme that's convenient to the
Conmmi ssion, perhaps in a less formal setting,
but sonething that's duly noticed so the
public can participate. But we would
certainly ook forward to an opportunity to
address these issues with sonme thoughts that
t he Conpany has on them But as | said
earlier, we have started working on the
time-of -use issue at the direction of the
Commi ssion order. So that is sonething that
wi Il be before you shortly.

CHAl RVAN HONI GBERG Al l right.
Then if there's nothing else, we'll take this
mat t er under advi senent and i ssue an order as
qui ckly as we can, understanding that the goal
is to get this rate into effect for August 1.
Thank you all

MR. EPLER  Thank you.

(Hearing concluded at 2:37 p.m)
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CERTI FI CATE

|, Susan J. Robidas, a Licensed
Short hand Court Reporter and Notary Public
of the State of New Hanpshire, do hereby
certify that the foregoing is a true and
accurate transcript of ny stenographic
notes of these 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 | am neither
attorney or counsel for, nor related to or
enpl oyed by any of the parties to the
action; and further, that | 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 st ered Prof essional Reporter
N.H LCR No. 44 (RSA 310-A:173)
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