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Overview 

Northern Utilities, Inc. (“Northern Utilities”) is a natural gas distribution utility 
company serving approximately 54,200 customers in 44 New Hampshire and 
southern Maine communities.  Northern Utilities was acquired by Unitil 
Corporation (“Unitil”) in December 2008 and is now one of three distribution utility 
companies owned by Unitil.  Northern Utilities’ Maine and New Hampshire 
natural gas operations represent two of Unitil’s five distribution utility jurisdictional 
operations. 
 
Unitil’s accounting policies and practices are designed to assign costs 
appropriately among Unitil’s various companies, including Northern Utilities.  
Whenever possible, costs are charged directly to the appropriate subsidiary and 
jurisdiction.  In situations where costs are not directly assignable, common cost 
allocation methodologies have been developed.  Northern Utilities’ Cost 
Allocation Manual (“Manual”) describes the cost allocation policies and practices 
that affect Northern Utilities’ accounting books and records, and develop the cost 
allocation factors to be used in 2009.   
 
Common cost allocations generally pertain to four major cost categories: 
 

1. Common costs related to centralized administrative and professional 
services provided by Unitil Service Corp. (“Service Corp.”) to Unitil and all 
its subsidiaries.  

 
2. Common costs related to natural gas purchases incurred by Northern 

Utilities that are allocable to the Maine Division and the New Hampshire 
Division.  

 
3. Common costs other than those related to natural gas purchases incurred 

by Northern Utilities that are allocable to the Maine Division and the New 
Hampshire Division. 

 
4. Costs related to shared facilities including Northern Utilities’ facilities at 

Portsmouth, NH and Portland, ME, which provide office space and shared 
facilities to the other Northern Utilities jurisdiction and/or other Unitil 
affiliates, and a storage facility in the town of Plaistow, NH, which is 
partially used by Northern Utilities.  
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Common Cost Allocation Methodologies 
 

1. Centralized administrative and professional services provided by 
Unitil Service Corp. 

 
Expenses related to centralized services from Service Corp. and charged to 
Northern Utilities are governed by the Service Agreement between Northern 
Utilities and Service Corp. (“Service Agreement”).  See Attachment 1.  
Service Corp. provides services and resources to Unitil client companies.  
These services include: administrative services, financial and corporate 
services, accounting and tax services, regulatory and legal services, 
technology systems and data management, engineering, operations support 
services, energy resources management, customer care services, access to 
and use of facilities, training, personnel, intellectual property and other 
general services.  Service Corp. labor charges to client companies are 
governed by the Unitil System Policy regarding Service Corp. employee time 
charges.  The policy includes Time Charge Guidelines, which are updated 
annually.  See Attachment 2.  Service Corp. expenses may be directly 
charged or included in overhead charges which are assigned to client 
companies based on labor charges.   
 
The Service Agreement was approved by the Maine and New Hampshire 
Public Utilities Commissions as part of the Settlement Agreements in Docket 
Nos. 2008-155 (Maine) and DG 08-048 (New Hampshire). 
 
 
2. Common costs related to natural gas purchases 
 
Expenses related to natural gas costs (“Gas Costs”) are allocated as provided 
for in both the Northern Utilities’ Maine and New Hampshire retail tariffs on file 
with and approved by the Commissions.  Gas Costs have two major 
components: variable Commodity costs, and fixed Demand/Capacity costs.  
Each of these cost components is subject to allocation between the Maine 
and New Hampshire divisions.   
 
Variable Commodity costs are allocated by factors based on relative firm 
sendout therms for each jurisdiction, including any company use within each 
jurisdiction.  The factors for these variable Commodity costs vary by month, 
and are included in periodic Cost of Gas adjustment clause filings in each 
jurisdiction.   
 
Fixed Demand/Capacity charges are allocated using the Modified 
Proportional Responsibility Method via factors based on relative demands 
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under annual design cold weather conditions.  The basis for the New 
Hampshire factor reflects the New Hampshire total firm sales load plus 100% 
of the New Hampshire capacity-assigned firm transportation load.  The basis 
for the Maine factor reflects the Maine total firm sales load plus 50% of the 
Maine firm transportation load.  Fixed Demand/Capacity allocation factors are 
updated annually for the upcoming gas year (November through October).  
For the most recent Gas Cost allocations, refer to New Hampshire Docket No. 
DG 08-115, Revision to Proposed Cost of Gas for the Winter Period 
(November 2008 – April 2009), page 31; and Maine Docket No. 2008-343, 
Proposed Cost of Gas Factor for the Peak Period of November 2008 through 
April 2009.  
 
 
3. Common costs other than those related to natural gas purchases 

incurred by Northern Utilities and allocable to the Maine and New 
Hampshire Divisions 

 
Under previous NiSource/Bay State ownership, expenses incurred by 
Northern Utilities were directly assigned to either the New Hampshire or 
Maine division.  Unitil has established payroll and purchasing practices to 
continue the direct assignment of most expenses.  In anticipation of situations 
where costs are not directly assignable between the Maine and New 
Hampshire divisions, a set of common cost allocation factors for Northern 
Utilities accounts have been developed.  Any expense booked to a common 
account(s) will be subsequently allocated to the New Hampshire and Maine 
divisions using common cost allocation factors.  There are four common cost 
allocation factors, which are based on:  i) Plant, ii) Labor, iii) Meters, and iv) 
Net Revenue.  Refer to Attachment 3, 2008 Northern Utilities, Inc. Common 
Cost Allocation Factors.  These common cost allocation factors will be 
updated annually, for effect each January, based on prior year results.  As 
shown in Attachment 3, Unitil elected to use 2007 data to develop the 
allocation factors for 2009 to avoid any transition issues that may exist with 
2008 data.  Similar common cost allocation factors are used to allocate 
common expenses between gas and electric operations of Unitil’s Fitchburg 
Gas and Electric Light Company subsidiary. 
 
 
4. Common costs of shared facilities at the Portsmouth, NH and 

Portland, ME facilities owned by Northern Utilities and the Plaistow, 
NH storage facility. 

 
Building facilities owned by Northern Utilities will also be utilized by other 
Unitil/Northern Utilities affiliates.  Continuing the cost sharing practices under 
previous NiSource/Bay State ownership, the underlying allocation will be 
based on the area (square footage) assigned to the affiliate and/or 
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jurisdiction.  In New Hampshire, for the Northern Utilities Portsmouth, NH 
facility, and for the storage/garage facility in Plaistow, NH, these proportionate 
area assignments will be applied to the costs associated with the facilities 
(distributed cost methodology).  In Maine, for the Northern Utilities Portland, 
ME facility, the square footage will be applied to a market-based rental rate.  
(The baseline for this rental rate was established in 2003, with CPI driven 
annual escalation thereafter.)  The area assignments have been developed 
for 2009, and are shown in Attachment 4:  2009 Square Foot Allocations.  
The allocation and/or rental factors will be adjusted as required based on 
utilization, and reviewed annually. 
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