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- April 12, 2005

Ms. Debra A. Howland

Executive Director and Secretary

New Hampshire Public Utilities Commission
21 South Fruit Street, Suite 10

Concord, New Hampshire 03301-2429

Re:  Docket No. DG 05-047
Northern Utilities, Inc. New Hampshire Division
Summer Cost of Gas Letter Agreement

Dear Ms. Howland:

On March 15, 2005, Northern Utilities, Inc. {“Northern” or “Company”) filed
with the Commission its proposed Cost of Gas Adjustment for the summer 2005 period. Among
other things, the proposed adjustment reflects an estimate of the demand-related gas supply costs
allocated to Northern’s New Hampshire division pursuant to the Proportional Responsibility
(“PR”) formula approved by both the New Hampshire and Maine Commissions in 1995. The PR
formula allocates the costs among the Maine and New Hampshire divisions based on each
division’s share of total firm sales and non-capacity exempt transportation requirements. It has
become apparent to the Commission Staff that the demand-related costs allocated to the New
Hampshire division have increased steadily in recent years due to the migration of sales service
customers in Maine to transportation service. - Northern estimates that as a direct result of this
phenomenon New Hampshire customers have been allocated an additional $100,623 in demand-
related costs that are reflected in this summer 2005 COG filing.

On February 22, 2005, Northern filed with the Maine Commission proposed
Delivery Service Terms and Conditions, effectively replacing its transportation tariff, which if
approved would effectively eliminate the above-described cost shifting concern. Thus, Northern,
Commission Staff and the Office of the Consumer Advocate (“OCA”) (collectively the
“Parties’”) wish to preserve their rights with regard to recovery of the $100,623 estimated
demand costs. Specifically, the Parties to this Letter Agreement recommend that the
Commission defer its review in Docket No. DG 05-047 of the demand-related costs allocated to
New Hampshire pursuant to the PR formula. In addition, subject to reconciliation, Northern has

128



'Ms. Debra Howland
April 12, 2005
Page 2

agreed to defer recovery of the estimated $100,623 pending the outcome of the Maine
proceeding. Furthermore, the Parties have agreed to defer the issue of the recovery of demand-
related costs shifted to New Hampshire through the end of the summer 2004 period until the
Maine proceeding is finalized.

It is the intention of the Parties that this Letter Agreement will provide the Parties
the opportunity to work with the Maine Commission Staff and the Staff of the Maine Public
Advocates Office to resolve the cost shifting problem. It is the intention of the parties that any
such resolution of the problem would be simultaneously submitted for approval to both the New
Hampshire and Maine Commissions.

This request for the Commission to defer consideration of the above-identified
allocated costs is made without prejudice to the positions that any Party may take in future
dockets with regard to the recovery of such costs and shall not be construed to limit the
Company’s ability to seek recovery of such costs in the future. Further, the Commission Staff
and OCA have agreed that they will not seek to disallow recovery of fixed-demand costs
allocated to New Hampshire prior to May 1, 2004.

In presenting this proposal to the Commission, the Parties request that the
Commission wajve the provisions of N.H. Admin. Rule PUC 203.09 to the extent that the

Commission determines that this proposal should be considered as a Settlement Agreement.

Sincerely yours, /

Patricia M. French %/

For Northern Uti‘liflic"s

{

Do 2N Dawere

Edward Damon
For New Hampshire Public Utilities
Commission Staff

} . ——
(o TS L
Kenneth Traum

For Office of Consumer
Advocate
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SLS/mla

cc: Patricia M. French, Esq.
Service List
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Based on May 2004 - April 2005 Actual Costs & Forecast Design Requirements

Northern Utilities, Inc. - New Hampshire Division

Allocation of Demand Costs

Related to Maine "Non-GF"” Under NH Rules

1 Total ME Design Trans Load 17,794

2 ME Pre 2000 Design Trans Load 11,742

3=(1)-(2) Net ME Trans Load 6,052

4 NH GF Trans Load 9,310
Total GF Trans Load

5=(2)+(4) (NH GF plus ME Pre 2000) 21,052

6 Total Northern Design Day 128,016
Design Day Less GF Trans

7=(6)-(5) (Effective Sales Requirement) 106,964
ME Net Trans Load as % of

8=(3)/(7) Effective Sales Requirement 5.66%

9 Total Northern Demand Cost $27,379,521

10 Gross Capacity Release ($682,519)
NET ME Transportation Capacity

11=(10) * (8) |Release $38,631

12 = (10)+(11) |NET Capacity Release ($643,888)

13=(9) + (12) |Net Demand Cost $26,735,633
Portion Attributable to NET ME

14=(13) * (8) |Transportation Load $1,613,237

15=(14) - (11) |Demand Costs re Net ME Trans $1,474,606

16 NH Design Day Allocation* 53.77%
Annual NH Portion of NET ME

17 = (15) * (16) {Dollars $792,896
Total Northern New Hampshire

18 Summer Costs $1,777,795

19= (18) * (8) |NH Portion of Summer Costs $100,623

20 = (17) - (18) [NH Portion of Winter Costs $692,273

*(Based on 2004 PR allocator)
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3 Northern Utilities
= Natural Gas

A NiSource Company

300 Friberg Parkway -
Westborough, MA 01581-5039
{(508) 836.7000

Fax: (508) 836.7070

July 28, 2005

Ms. Debra Howland

Executive Director and Secretary
State of New Hampshire

Public Utilities Commission

21 S. Fruit St.

Concord, NH 03301

Re:  Northern Utilities, Inc. — New Hampshire Division, 2004-2005 Winter Period Cost of
Gas (COG) Adjustment Reconciliation

Dear Ms. Howland:

Attached are an original and eight copies of Northern Utilities' 2004-2005 winter period
COG reconciliation analysis. The objective of this analysis is to identify the causes of the winter
period 2004-2005 under-collection.

Form III, Schedules 1 through 5 of the filing, attached, contain the accounting of six
months of costs assigned to the winter period collections. The schedules illustrate the Company's
under-collection of $501,688. Schedule 1, page 1, provides the summary of the winter period
ending balance. Schedule 2 shows the deferred gas cost activity, allowable costs and revenues
for the period May 2004 through May 2005, including $161,278 in net interest. Schedule 3, page
1, shows the summary of winter period gas cost collections, while Schedule 3, pages 2 through 8
illustrates the gas cost collections for each individual month. Schedule 4, pages 1 through 3,
shows the monthly detail of purchase gas costs allocated to the winter period. Schedule 5
presents the purchased and made volumes in Dekatherms (“Dths™) by supplier, metered sendout
at Northern-NH’s gate stations, as well as sales volumes by Residential and Commercial &
Industrial customer classification for the annual period of May 2004 through April 2005. The
resulting difference between sendout and sales volumes is shown for this twelve-month period

Attachment A presents the reconciliation of the working capital costs allowable based on
direct gas costs. The under-collection of $5,298 will be reflected on Revised Page 39 of
Northern’s Tariff No. 10 as an addition to the costs used to calculate the COG rate.

Attachment B shows the reconciliation of the bad debt expenses, which are allowed based
on gas costs and the working capital allowance. The under-collection of $12,494 will also be
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reflected on Revised Page 39 of Northern’s Tariff No. 10 as an addition to the costs used in
calculating the COG rate.

Attachment C is the annual reconciliation of the Wells LNG Exit Fee as well as a true-up
of the estimates used for June-October 2004 and an estimate for July-October 2005.

Attachment D presents the interruptible profits by month. A total of $7,233 of
interruptible profits has been recognized for May 2004-April 2005. The $7,233 has been
deducted from the Winter Period Costs.

Attachment E reconciles the Environmental Response Costs as well as a true-up of the
estimates used for June-October 2004 and an estimate for July-October 2005.

Attachment F details the sales variance analysis. Of the 81,659 MMBtu less than
forecasted sales variance, colder than normal weather resulted in a 181,511 MMBtu increase in
sales, leaving a weather normalized sales variance of 263,170 MMBtu. The remaining sales
variance is the result of greater than forecasted customer counts more than offset by a decrease in
the average usage per customer.

Attachment G summarizes reconciliation of the Rate Case Expense (RCE) component of
the Local Distribution Adjustment Clause (LDAC) factor. Northern proposes to roll this over-
collection ($997) into the Environmental Response Cost (RCE) of the LDAC.

Please do not hesitate to contact me if you have any questions regarding these
reconciliation schedules.

Ronald D. Gibbons
Lead Regulatory Analyst

Attachments
cc: Ann Ross, Esq., Office of the Consumer Advocate

Joseph A. Ferro, Northern Utilities, Inc.
Patricia M. French, Esq., NCS
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