STATE OF NEW HAMPSHIRE
PUBLIC UTILITIES COMMISSION

DW 08-160
FOREST EDGE WATER COMPANY
Notice of Intent to File Rate Schedules
Order Approving Stipulation on Temporary Rates
QBQEE E.Q 24,971

May 22, 2009

APPEARANCES: Stephen P St. Cyr, for Forest Edge Water Company, and Matthew J.
Fossum, Esq., for Commlssmn Staff :

L PROCEDURAL HIJSTZORY‘ %

On Decembep 1 1’; 2008 :‘Forest Edge Water Company (Fotest Edge or Company), a water
utility serving 38 customers in Conway, ﬁled a Notice of Intent to Flle Rate Schedules On
February 10, 2009 the Company ﬁled 1ts 1ate schedules Wthh 1ncluded a request that, should
the Commission suspend the proposed tariff, the current rates be set as tempmary rates. In
addition, the Company sought an mcrease in its permanent rates as well as authorization for a
financing it had obtained in 2007 | Forest Edge seeks to increase 1ts annual revenues by
$10,852.00 in order to earn an overall‘;rate of retum of 7%.‘ The new rate would result in an
average annual residential water bill fof a sinéle famlly home of approximately $485.58. Bills in
the amount of $242.79 would be due semi-annually in May and November, which would
represent an annual customer bill increase of $285.58, or 143%, over current rates.

By Order 24,946 (March 3, 2009) the Commission suspended the Company’s proposed
tariff and scheduled a pre-hearing conference for March 25, 2009. That order also required the

Company to provide a copy of the Commission’s order to all current and known prospective
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customers, and to the Town Clerk for the Town of North Conway. On March 20, 2009, the
Commission received a petition to intervene from a group of homeowners served by the
Company. At the pre-hearing conference, the Commission approved the intervention of the
homeowners. The following day, Staff filed a letter with the Commission seeking approval of a
proposed procedural schedule as well as a ruling on the adequacy of the notice to customers
regarding the Company’s request for temporary rates. Bysecretarial letter dated April 9, 2009,
the Commission approved the propﬁOSed precedural schedule?' which included a hearing on
temporary rates on May t, 2009 ”

On April 27 2009 k ‘Staft’ ’ﬁiedf‘ with the Commission a Sttpttlatioh on temporary rates
(Stipulation) to whlch only Staff and the Company were 81gnatones Accordlng to the
Stipulation, atternpts to contact the mtervenmg homeowners were unsuccessful and, therefore,
they were not part1es to the St1pu12tt10n In brref the Strpulatlon prov1des that temporary rates are
to be set at the level of current rates w1th an effectlve date of April 1, 2009 on a service rendered
basis. In addition, the Stlpuletlon preV1des that temporary rates would be subJ ect to
reconciliation pursuant to. RSA 378 29 after ﬁnal rates are determmed On May 1, 2009, the
Commission held its scheduled hearmg to eonslder thetssue of temporary rates. None of the
intervening homeowners appeared at the heaﬁrté Or otherwise expressed any opinion on
temporary rates or the Stipulation.

IL. POSITIONS OF THE PARTIES
A. Forest Edge
Forest Edge stated that it supports the Stipulation. According to the Company, it has

been experiencing losses for years and had experienced a net loss of $15,870 in its test year.
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Further, the Company noted that it has not had a rate change since 1985 and that its current
revenue is insufficient to meet its operating expenses. The Company has been borrowing money
from its parent, Kearsarge Building Company, in order to meet its operating expenses. The
Company indicated that its parent is willing to continue that arrangement.

The Company stated that setting temporary rates at the level of current rates, while it
would not alleviate the Company’s ﬁnanqial problgms, would avoid the delay caused by a
temporary rate filing that requests a rate change. ‘Moreovekr, the Company pointed out that
setting temporary rates at c‘urrent“ra‘tyes a‘s,c,ontemplated innthe‘Stipulkation would decrease rate
case expenses in that a mr‘o‘rer 'thokr’o‘u“gh’ filing on temporary rates Would not be needed. The
Company conclude&d, theféfbre, fhat setting témporary rates at the level of current rates would
result in just and feasonablé rates. o k |

B. Staff S

Mark Naylro‘rr, Directof‘of thé,, G‘as‘ar’id‘ Watei‘ D‘ivi‘sion, tekstiﬁed’on behalf of Commission
Staff and affirmed that Staff supported theStip’uIation.‘ Sfaff égrecd to the sefting of current rates
as temporary rates in this mattéf E‘ecause'k"‘it’ Wa‘s‘}:clear that‘thé 'Comﬁany was in need of rate relief,
and setting temporary rates at curr’entr rat‘eskaotlld'aild‘Wfor a more expeditious conclusion to the
matter. Staff did have some concemn abouf the pdtential for a large recoupment when the
temporary rates are reconciled with permanent rates. Staff noted, however, that a compact
timeframe for the case would limit any recoupment and resulting “rate shock.” Thus, Staff
concluded that the Stipulation’s provision for temporary rates at the level of current rates would

result in just and reasonable rates.
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III. COMMISSION ANALYSIS

In any proceeding involving the rates of a public utility, the Commission may, after
notice and a hearing, determine temporary rates for the duration of the proceeding, provided that
it is of the opinion that the public interest so requires. RSA 378:27. The standard for approval
of temporary rates, which are fully reconcilable, is “less stringent” than that for permanent rates,
“in that temporary rates shall be determined expeditiously” without the level of investigation
undertaken when determining perm‘anent rates Appedl of Office of Consumer Advocate, 134
N.H. 651, 660 (1991). We have rev1ewed the Stipulation and based upon our review of the
document, as well as the test1rnony presented we conclude that temporary rates are in the public
interest and that the proposed temporary rates set forth in the Stipulation are J’ust and reasonable.

The Comparry and S‘taff agree that the establishment of temporary rates pursuant to the
Stipulation is justiﬁed inllightof For’es‘kti‘Ed‘g‘e’s“des‘ire:to:minimize the duration of its rate case, as
well as expenses related tot theestabhshment of temporary rates. While the rates in the
Stipulation will not alleViate‘ftheico‘rhpahy’s‘under—earnings,’ they will pern‘lit the Company to
contain costs and to linrit the‘ admmlstratlve r‘equirernehts of,altering bills and rates to reflect a
higher temporary rate Which mayonlylastla short time; That 18 espeoially true in this case where
the timeframe for the conclusion of the case 1s only a few :rh.onths. Also, the Company noted that
it was prepared to continue operating at its current level of income with support from its parent.
Therefore, setting the temporary rates at the level of current rates would allow for a faster and,
by extension, less expensive permanent rate case, and will not further damage the financial

position of the Company. In addition, the notice approved in the April 9, 2009 secretarial letter
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was sufficient notice that Forest Edge had requested current rates as temporary rates. Thus,
customers were on notice to expect a continuation of current rates, as opposed to an increase.

Since temporary rates are subject to reconciliation pursuant to RSA 378:29, any current
shortfall will be remedied later. While we share in the concern that, without an increase in rates
in the short term through temporary rates, customers may experience some level of “rate shock,”

in the event there is a substantial increase ir’ipeirnanent rates, any large recoupment may be
spread out over time to minimize the v’impacr.“’f.

Based upon the foregomg, 1t is hereby

ORDERED, the Stipulatron filed by the Company and Staff including the proposed
temporary rates, is approved and it is

FURTHER ORDERED that Forest Edge may set temporary rates at the level of its
current rates effective for serv1oe rendered on or after April 1 2009 anditis

FURTHER ORDERED that Forest Edge shall subrmt tariff pages in compliance with
this order within 14 days of the date of this order

By order of the Public Utrhties Comrmssron of New Hampshire this twenty-second day

of May, 2009.

Moo ey Ul Rl

Thomas B. @ ' Graham J. Morrison Clifton C. Below
Chairma Commissioner Commissioner

Attested by:

Lori A. Davis
Assistant Secretary
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