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1 PROCEEDINGS
2 CHAIRWOMAN MARTIN: Okay. We're
3 here this afternoon in Docket DG 21-123 for a
4  prehearing conference regarding the Petition
5  for Rate Recovery Mechanism for Property Tax.
6 Let's take appearances, starting with Mr.
7 Epler.
8 MR. EPLER: Thank you. Good
9  afternoon, Commissioners. My nameis Gary
10 Epler. I'm the chief regulatory counsel for
11 Unitil Service Corp., appearing on behalf of
12 Unitil Energy Systems, Inc. And with me
13 today remotely are Chris Goulding, who's the
14  director of rates and regulatory requirements
15 for Unitil Service Corp., and Dan Nawazel ski,
16  whoisthe manager of revenue requirements
17 for Unitil Service Corp. And asthe
18  Commission may be aware, Unitil Service Corp.
19 providesvarious functionsto the utility
20  subsidiary companies, Unitil Corporation,
21 accounting, regulatory, legal, some
22 operationa work and engineering work and so
23 on. Sothey're both employees of Unitil
24  Service Corp., but they are here, appearing
{DG 21-123} ] Prehearing Conference] {09-23-21}
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1 on behal f of Unitil Energy Systens. Thank
2 you.
3 CHAI R\OVAN MARTIN:  Okay. Thank
4 you M. Epler.
5 And M. Dexter.
6 MR DEXTER Well, perhaps it's not
7 nmy place, but | think M. Epler is here on
8 behal f of Northern Utilities today, or | nay
9 have the wong docket.
10 MR EPLER No, that's --
11 CHAl RMOVAN MARTI N Yes, | have
12 Northern Unitil, but Northern Utilities is
13 the actual entity.
14 MR EPLER Yes. Everything I
15 said, except instead of Unitil Energy
16 Systems, it should be Northern Utilities. M
17 apol ogi es.
18 CHAI R\OVAN MARTIN: | don't know
19 how you keep themall straight with different
20 hats. So, understood. Thank you.
21 And thank you, M. Dexter. Co
22 ahead.
23 MR. DEXTER. Yes. And thanks for
24 clearing that up, Attorney Epler. So | do
{DG 21-123} ] Prehearing Conference] {09-23-21}
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1 have the right docket, because we have these 1 Dealing first with property taxes.
2 property tax dockets going on for alot of 2 Utilities pay alarge amount of property
3 utilities, and | got momentarily nervous. 3  taxesto cities and towns where they do
4 My nameis Paul Dexter with 4 business, as well as to the State of New
5 Department of Energy, appearing on behalf of 5 Hampshire. In the case of Northern
6  theDivision of Regulatory Support. 6 Utilities, that amount appears to be about a
7 CHAIRWOMAN MARTIN: All right. 7 little bit more than $4 million annually.
8  Thank you. And do we have any other 8 For decades, the representative amount of
9 preliminary matters before we hear initial 9  those property taxes paid has been collected
10 positions? Mr. Epler. 10 in the Company's base rates, and any
11 MR. EPLER: Y es, Chairwoman Martin. 11 difference between what was collected from
12 | just did want to point out that | did file 12 customers and what paid out to cities and
13 theReturn of Service Affidavit of 13 townsand the State was absorbed by the
14 Publication, and | did note in there that we 14 utilities, either plus or minus, depending on
15 weren't able to strictly comply with the 15  wherebillingswent. And this provided an
16  Commission's Order of Notice. It was posted 16 incentive for utilities to take what steps
17 totheweb site, to the Company web site, two 17  they could to minimize the taxes paid. In
18  dayslater dueto aninternal communications 18  each baserate case, anew level of property
19  error. That wasmy fault. | forwarded the 19  taxeswas established for rate recovery.
20 notice but closed my laptop before checking 20 A few years ago, a new statute was
21 toseeif it actualy left my inbox. And | 21 passed, RSA -- I'm sorry -- RSA 78:8-d
22  didn'trealize | neglected to do that until 22 [72:8-d] and -e are relevant today. 78:8-d
23 checking acouple days later. 23 [72:8-€] provides that taxes are going to be
24 [Court Reporter interrupts.] 24  valued by towns using a prescribed formula
{DG 21-123} ] Prehearing Conference] {09-23-21} {DG 21-123} ] Prehearing Conference] {09-23-21}
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1 CHAIRWOMAN MARTIN: I'm having a 1 that's based on the book values of the
2 good conversation with myself. 2 utility plant that sitsin those towns. And
3 | was saying that | did read that, 3 it's acombination of original cost and book
4  and | noticed that it was still 25 days 4  value, and there's aformulato phase that
5 notice and it wasfairly closeintimeto 5 in. Thisformulaappliesto taxeslevied by
6  whenitwasrequired. Sol will find that 6  thecitiesand towns, but not taxes levied by
7 that till provided adequate notice and we 7 the State of New Hampshire. And the formula
8  canproceed. Thank you for pointing that 8 in RSA 78:8-d [72:8-d] appliesto what are
9  out, Mr. Epler. 9  defined as, quote, utility company assets.
10 Okay. Anything else? 10  The statute defines "utility company assets,"
11 [No verbal response] 11 | don't want to say narrowly, but they define
12 All right. Mr. Dexter. 12 theminsuch away that it doesn't include
13 MR. DEXTER: Thank you, Chairwoman |13 all of the properties that utilities are
14 Martin. Thetitle of Northern's petitionin 14  taxed on. For example: Land, office
15  thiscaseis"Petition for Approval of Rate 15 buildings, garages and warehouses are not
16 Recovery Mechanism for Property Taxes." But |16  covered by the formulathat's set in RSA
17 upon review of the Company's filing 17  78:8-b[72:8-b].
18  carefully, the Department of Energy finds 18 RSA 78:8-e[72:8-€] requires that
19  that there's actually two requestsin this 19  the PUC establish arate recovery mechanism
20  docket: One dealswith property taxes, the 20  for taxes, and that's what we're here for
21 second deals with the collection of the 21 today. And that rate recovery mechanism
22 annua PUC assessment, or a portion of that 22 ether hasto adjust annually to recover the
23 assessment. And my comments will address 23  taxespaid according to the formula, or it
24 both of those issues today. 24 hasto set up another manner for recovery
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1 acceptableto the utility and the PUC. 1 actualy -3, CLG-3. Thefirst number that |
2 The ordinance proposal in this 2 mentioned, what should be collected, is under
3 case, the Department of Energy believes, 3 review in this case.
4  fallsinto the second category becauseit's 4 The Department of Energy believes
5 not limited to the taxes calculated pro 5  that thisfigure could be calculated in at
6  forma. For example: An ordinance request 6 least two ways. First, the Company could
7 for recovery includes taxes levied on office 7 seek to recover the amount that was recorded
8 buildings, land and garages, et cetera. An 8  ontheir booksin the prior year, as reported
9  ordinance proposal does not include taxes 9 in the annual report to the PUC. Thiswould
10 levied by the State of New Hampshire. I'm 10  beafairly ssmple method and would require a
11 sorry. Northern's proposal does not include 11 quick review of the amount reported for
12 taxeslevied by the State of New Hampshire. 12 property taxes to the PUC. But it would be
13 For simplicity, and what we believe 13 important that that number bear a reasonable
14 isof material concern, DOE generally 14 relationship to the taxes that were actually
15  supportsthis alternative method. We would 15  padinagiven year, which we believe the
16  findlittle valuein tracing property taxes 16  bookswould reflect that, but it would
17 for two classes of assets -- those falling 17 require areview.
18 under the formula and those not -- and 18 Alternatively, the Department of
19 reconciling the first group but not the 19 Energy believes that the Company could total
20  other. Wedo, however, support excluding 20  upthevarioustax billsthat they get from
21 taxeslevied by the State of New Hampshire 21 thecitiesand towns, and that would be the
22 from the recovery mechanism, consistent with 22 amount that would be sought to be recovered.
23 what Northern has proposed here. First, we 23 Thiswould take any accounting deferrals and
24 believe the statute only dealt with local 24 accruals and prepayments and things like that
{DG 21-123} ] Prehearing Conference] {09-23-21} {DG 21-123} ] Prehearing Conference] {09-23-21}
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1 taxes, and thereforeit's appropriate to 1 out of the equation and ssimply focus on what
2 limit the recovery mechanism to local taxes; 2 the Company actually paid to the cities and
3 and secondly, the state taxes are easily 3 towns. A brief review indicates, we believe
4 identified by the utilities and can readily 4 if we have thisright, that Northern gets
5 be excluded from any proposed mechanism. 5  about 35 billstwo times per year from about
6 With that background, turning more 6  20citiesand towns. Being asmall utility,
7 gpecifically to the Company's proposal, 7 it's not a matter of calculating hundreds and
8 Department of Energy believes that this case 8 hundreds of invoices.
9 really involves the establishment of just two 9 The other matter that makes this
10 numbers: First, what taxes should the 10  second method potentially appealing is that
11 Company collect through the mechanism; and 11 thetax years and the accounting years don't
12 secondly, what taxes are the companies 12 line up. For example: Property tax bills
13 collecting in ratesright now. The 13 are based on ayear that starts April 1st and
14 difference between these two numbers-- in 14 ends March 31st, whereas the PUC reported
15  other words, what they propose to collect 15 amount would be based on a calendar year. So
16  versuswhat they are collecting -- needsto 16 in theory, or | guessin practice,
17 be calculated. And Northern proposes to 17 reconciling to the latest bills probably
18  collect that difference through its annual 18  would give the Company a more current number
19  cost of gas’'LDAC filing, local distribution 19  toreconcileto.
20  adjustment clause, based on the method 20 The Department of Energy believes
21 determined inthiscase. Andasample of the 21 that Northern's proposal isto reconcile to
22 rate proposed by Northern is provided in the 22 the per books amount; at least that's what it
23 exhibits-- the schedules, specifically 23 sayson Schedule CLG-1 Line 6, entitled "2020
24  Schedule CLG-1. Sorry. | thinkit's 24 Property Tax Expense.” But when wetried to
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1 verify that number against the annual report 1 samefor al rate classes. And the DOE does
2  tothe PUC at Page 25-B, wefind a difference 2 not expect to contest that method.
3 of about ahaf amillion dollars. 3 We want to clarify, and maybe
4 Now, we have been in contact with 4 Attorney Epler can addressthis, our
5  the Company, our audit staff, aswell as 5 understanding isthat in this case the
6  anaystsworking on the case and myself, to 6  Company wants, as proposed, a method, and
7 try tofigure out what this differenceis. 7  then proposed tariff changes, which all fall
8  AndI imagine we will get to the bottom of 8  under the LDAC portion of their tariff and a
9 it, and that will be the subject, or one of 9 samplerate. We don't believe that the rate
10  the subjects of the tech sessions that 10 isat issueinthiscase. We believe that
11 follow. But asl said, if weare going to 11 theactual rate will be addressed in the
12 reconcile to a per books amount, it hasto be 12 annua LDAC filing, which has either been
13 crysta clear in the Department of Energy's 13 made or will be made shortly, as|
14  mind what makes up that number on the books. 14 understand. But | just want to make sure
15 We also want to explore, which we 15  that at least from the Department of Energy's
16  don't think the Company proposed in this 16  standpoint, we don't understand that that
17  case, but, again, we want to make sure we 17 rate is proposed or being approved in this
18 have thisright -- we also want to explore 18  case. The methodology to determine that rate
19 reconciling to the list of the latest tax 19 iswhat's at issue, from our understanding.
20 bills, like | said. These numbers we think 20 With respect to the second element
21 should befairly close, asthereisthat 21 that's contained in the Company's proposal,
22 timing difference that | mentioned. But we 22 thishasto do with the PUC regulatory
23 think either method should yield a similar 23 assessment. Our understanding of what's
24 result, and we will continue to work with the 24  proposed hereisthat that item is currently
{DG 21-123} ] Prehearing Conference] {09-23-21} {DG 21-123} ] Prehearing Conference] {09-23-21}
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1 Company to figure out what's the most 1 recovered through an element of the LDAC,
2 accurate method, what's the most easily 2 cdledthe"GAPRA." Not sure what that
3  veified, and what will comply with the 3  standsfor. | probably should have looked
4  dstatute. 4 that up. And the Company'sproposal isto
5 The second number | mentioned, 5 take that element, take the PUC assessment
6 what's in collected rates now, does not 6 out of that element, rename it the "GAP" --
7  appear to bein dispute at thistime. On 7  sol believethat isthe gas assistance
8  Schedule CLG-1, Page 1, Northern provides 8 program -- and take the regulatory assessment
9 references to its most recent base case, 9 piece into this new element of the LDAC,
10  whichwasDG 17-070. And that settlement in 10  whichwas proposed in Mr. Goulding's
11 that case | believe had a specified amount 11 testimony, called the "RCAM," which would be
12 for property taxes, and then there were two 12 theregulatory cost adjustment mechanism.
13 subsequent step adjustments which also had a 13 Our understanding isthat no additional
14  property tax element. So what the Company 14 amountswill be charged to customers asa
15  did on CLG-1, Page 1, was add those three 15 result of that shift. It will smply bea
16 numbers up and determine that'swhat'sin 16 move from one element of the LDAC to ancther.
17 rates. We believe that's accurate. We 17  And the Department of Energy does not expect
18 haven't had a chanceto verify al those 18  totakeissue with that aspects of the
19 numbers yet, but it makes perfect senseto 19  proposal.
20 us. 20 So having said all that, we ook
21 Asfar as developing the rate to 21 forward to plowing through the few numbers
22 recover whatever amount we come up with for 22 that | mentioned in the tech session, and we
23 reconciliation, Northern has proposed an 23 hope to come up with a method that's
24 equal per therm charge, which would be the 24  supported by both parties for Commission
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1 approval. Thank you. 1 consistent with the statute is the aim of the
2 CHAIRWOMAN MARTIN: Thank you, Mr. | 2 Company aswell.
3 Dexter. 3 And so we look forward to the
4 Mr. Epler. 4 technical session and continuing to work with
5 MR. EPLER: Thank you. | believe 5  the Department of Energy in reviewing the
6  Attorney Dexter gave a good and robust 6  Company's proposal and hopefully being able
7 summary of the issuesthat are before the 7 topresent the Commission with an agreement
8  Commission with the Company'sfilings, so | 8  of what thetariff should look like, how it
9  don'tfed | need to repeat them. 9  would be calculated, what filings would be
10 The second element that was 10 required and so on. Thank you.
11  addressed, the moving of the portion of the 11 CHAIRWOMAN MARTIN: Thank you, Mr.
12 regulatory assessment that's not recovered in 12 Epler.
13 base rates from the, as indicated, the gas 13 Commissioner, Goldner do you have
14  assistance program and regulatory assessment 14  any questions?
15 mechanism to this new proposed regulatory 15 COMMISSIONER GOL DNER: 0ne comment
16  cost adjustment mechanism is simply the 16  and onequestion.
17 movement of that recovery from oneitem to 17 QUESTIONSBY COMMISSIONERS:
18  another item. It doesn't involve any change 18 BY COMMISSIONER GOLDNER:
19 in how that's calculated or the amounts. And 19 First, thank you for the summary,
20  that was done, just by way of background, 20 Mr. Dexter. That was excellent and very
21 prior to making thisfiling on behalf of 21 hel pful.
22 Northern Utilities, and also asimilar 22 Question for Mr. Epler: Istherea
23 filing, asimilar request on behalf of Unitil 23 place | can go, or can you point meto a
24 Energy Systems. The Company reached out to 24  placewherel can goto find LDAC charges,
{DG 21-123} ] Prehearing Conference] {09-23-21} {DG 21-123} ] Prehearing Conference] {09-23-21}
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1 Staff, which was then at the time the Staff 1 you know, sort of element by element and the
2 of the Commission, and we had a series of 2 charges associated with each of those
3 informal meetings just to discuss this new 3  elements? Isthereaplacel can goto find
4  legidation and what it meant and what the 4  that?
5  Company would be looking to do and what the 5 MR. EPLER: Yes, thereis. Oneis
6  Staff had. In the course of those, as| 6  to-- wecan provide you after this hearing
7  sad, involuntary discussions, there was an 7  andtechnical session, and | can send this
8 indication, or at least we understood the 8 material to you directly -- would be to look
9  Staff to desire to have us move that recovery 9  atthetariff language itself which lays out
10  of regulatory assessment not recovered in 10  what isto berecovered. There'ssome
11 base rates from where it was previously 11 specificity in that tariff language. And
12 recovered to what would be this new factor. 12 thenintheannual filings, we do go through
13 Sowhen wefiled, we did include that in our 13 each element. And there'sadescription and
14  proposal. AndI'm saying thisnot to 14  thenacalculation that's done of those
15 indicate that there's any agreement with 15  elements. So looking, for instance, at a
16  Staff that we would do that, but just that 16  previousyear'sfiling would most likely
17  that'swhat we understood Staff wasin favor 17 provide that information unless -- so we can
18  of. Sointermsof filing, we took that into 18  direct you to where you can find that, both
19  consideration and tried to make our filing 19 in schedules and probably testimony.
20 consistent with what our discussions had 20 COMMISSIONER GOLDNER: Okay. Thank
21 been. Asfar astherest, we do agree 21 you.
22 generaly that coming to a determination of 22 MR. EPLER: | don't know if Mr.
23 what would be the most accurate, the most 23 Goulding or Mr. Nawazelski have any better
24  eadly verifiable methodology, and one that's 24  suggestions.
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1 MR. GOULDING: Yeah. Sorry. This 1 yeah, just something smpleiswhat | would
2 is Chris Goulding. We provided a copy of the 2 like to see.
3 local delivery adjustment chargein red-line 3 MR. GOULDING: I think I know what
4 form and not red-line form as part of this 4 would probably help you out. So it would be
5  filing because there was items that needed to 5  thetype of schedule, but then also an
6 be madetoit. Soit starts off with a 6  additional line added to it that actually has
7  section that identifies al the components 7  thetota dollarsthat are being recovered
8 thatareinthe LDAC. And thenit's about 8  for each mechanism. Becausejust giving you
9 probably 25 pages or so that talk about each 9 rates, then you have to go find what the
10  component and how it's all calculated. 10  thermsare being divided by to come up with
11 COMMISSIONER GOLDNER: Yeah, | can |11 that rate. So we can make it alittle
12 golook at that. | wasreally looking for 12 simpler.
13 something in readable format that there's, 13 COMMISSIONER GOLDNER: Thank you.
14 like, you know, eight elements and then this 14 CHAIRWOMAN MARTIN: Just to
15 much in dollars or this much in percentage. 15 simplify things for Commissioner Goldner, if
16 Isthere anything that's that simple? | 16  the Company would either file that, or we can
17 would hate to wade through 25 pages of red 17  actualy makeit arecord request, however
18 line to sort through what you're describing. 18  youwant to doit, but it would certainly be
19 I's there something that's kind of a summary 19 helpful to get that information for him.
20  table, something simplified? 20 MR. EPLER: Yes, certainly. If we
21 MR. GOULDING: Yes. | don' -- 21 don't have something that we can provide, we
22 let'ssee. Trying to see what was provided 22 will prepare something and fileit in the
23 in this docket. There was a page, one of the 23 docket.
24 last pages after the red-line tariff, that 24 CHAIRWOMAN MARTIN: Perfect. Thank
{DG 21-123} ] Prehearing Conference] {09-23-21} {DG 21-123} ] Prehearing Conference] {09-23-21}
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1 lists the different components of the LDAC, 1 you.
2  theGAPRA, EEC, LBR, ERC, ITMC -- someof | 2 MR. EPLER: | don't think we need
3  theseare zeros-- the RCAM, and then the 3 todoarecord request. We understand what
4  total illustrative LDAC. Andit'slisted by 4  Commissioner Goldner is asking and we will
5 rate schedules. So, heating, non-heating, 5 provideit.
6  small C&I, medium C&l, large C&|, and it has 6 CHAIRWOMAN MARTIN: Okay.
7 theindividua ratesfor each one of those 7 COMMISSIONER GOLDNER: That'sall |
8 rate schedules per rate and in total. They 8 have. Thank you.
9  areillustrative. So we might want to get 9 CHAIRWOMAN MARTIN: Okay. Just a
10  you an updated version. We just filed the 10  couplethingsfollowing up on Mr. Dexter's
11 cost of gasfiling last week, and in there 11 comments.
12 that alsoincluded the LDAC filing. Andit 12 The difference of half amillion
13 has all the different mechanismsin the rates 13 dollars, | assume that -- well, you didn't
14 withinthat filing. 14  say inwhich direction. Canyou clarify?
15 COMMISSIONER GOLDNER: Yeah, | can |15 MR. DEXTER: Yes. The number on
16 poke around | guess. My request would be the 16 Mr. Goulding's schedul e that they seek to
17 next time we see each other, if we could just 17 reconcileto isin the $5.2 million range,
18 have a simplified table, something that'sin 18  and the number in the PUC report for property
19  areadable format, you know, just on one 19  taxeson Page 25B for the 2020 calendar year
20 page, just so everyone can see what'sin 20 isinthe area of 4.7 million. | can get you
21 there, just each of the elements and then 21 that number exactly, but that's basically
22 what the charges are or the percentage, that 22 what | wastaking about.
23 would bevery helpful. I'll look through the 23 CHAIRWOMAN MARTIN: Okay. Thank
24  filings. | appreciate the pointer. Bui, 24  you.
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1 MR. DEXTER: So to answer your
2 question directly, the PUC number reported is
3 lower.
4 CHAIRWOMAN MARTIN: Thank you.
5 And also Mr. Dexter raised the
6  question of whether or not the rate itself is
7 aissue hereor just the mechanism, and I'm
8  just wondering if the Company has aresponse
9 to that.
10 MR. EPLER: Mr. Goulding, if you
11 want to clarify that?
12 MR. GOULDING: Sure. Soitisjust
13 the mechanism and the calculation of the
14 mechanism -- or the calculation of the rate,
15 but not the actual rate. Once we get the
16 mechanism and kind of the tariff approved, we
17 would file asupplemental LDAC filing that
18 included this component within the LDAC. So
19  wed have to do an updated filing to our
20  September 17th LDAC filing, which is going to
21 be necessary anyways because there's some
22 testimony in the LDAC filing revolving around
23 the GAPRA mechanism that mentions we included
24 theregulatory assessment costs as part of
{DG 21-123} ] Prehearing Conference] {09-23-21}
Page 26
1 the GAPRA, pending the resolution of this
2 docket here. And then it would either have
3  toberemoved from the GAPRA filing and be
4 included in the RCAM filing.
5 CHAIRWOMAN MARTIN: Okay. Thank
6  you. | appreciate that.
7 Those are all my questions.
8  Anything else we need to cover before the
9 tech session?
10 [No verbal response]
11 CHAIRWOMAN MARTIN: Okay. Seeing
12 nothing, we are adjourned.
13 Areyou staying on this Webex?
14 MR. DEXTER: Yeah. My
15 understanding is, because | asked this of the
16 moderator, isthat if | stay on for the tech
17  session, that the moderator will be able to
18 promote the attendees so that they can
19 participate. So | believe we are.
20 CHAIRWOMAN MARTIN: Okay. Thank
21 you. Then we are adjourned and we will
22 depart. Have agood rest of the day.
23 (Whereupon the hearing was concluded at
24 2:03p.m.)
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CERTI FI CATE

|, Susan J. Robidas, a Licensed .
Shorthand Court Reporter and Notary Public
of the State of New Hanpshire, do hereby
certify that the, fore?m ng is a true and
accurate transcript of nmy stenographic
notes of these proceedings taken at the

lace and on the date hereinbefore set
orth, 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
relative or enployee of any attorney or
counsel enployed in this case, nor am!|
financially interested in this action.

The foregoing certification of this
transcript doées not apply to any
reproduction of the same’ by any neans
unl ess _under the direct control and/or
direction of the certifying reporter.

~ Susan J. Robidas, LCR RPR

Li censed Shorthand Court Reporter
Real stered Prof essional Reporter
N.H LCR No. 44 (RSA 310-A:173)
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