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72NHPUC 1

Re Public Service Company of New Hampshire

DR 86-295
Order No. 18,527

New Hampshire Public Utility Commission
January 5, 1987
ORDER revising the energy cost recovery mechanism of an electric utility.

1. EXPENSES, § 23 — Additions and betterments — Deferred cost recovery account.

[N.H.] An electric utility was permitted to recoup within a six-month period the balance of a
deferred cost recovery account, accumulated in conjunction with the conversion of generating
facilities from oil to coal fired units, because in recouping the balance as expeditiously as
possible, ratepayers were saved the additional return requirements that would be due if the
recoupment period were extended, which was more beneficial than the levelizing effect that an
extended recoupment period might have on rates. p. 2.

2. AUTOMATIC ADJUSTMENT CLAUSES, § 7 — Energy cost recovery mechanism —
Method of calculation — Electric utility.

[N.H.] An electric utility was authorized to change the calculation of its energy cost recovery
mechanism (ECRM) from the traditional "bills rendered" standard to a "service rendered"
standard, but was not permitted to add an additional component to ECRM rates (requested by the
utility to account for the initial lower recovery resulting from use of the service rendered
standard), because the utility failed to show that its discretionary choices supporting the change
in ECRM calculation, which explicitly caused the utility to request a higher rate, were
reasonable with regard to providing service. p. 3.

3. AUTOMATIC ADJUSTMENT CLAUSES, § 7 — Energy cost recovery mechanism —
Payment to small power producers — Electric utility.

[N.H.] An electric utility was not permitted to recover via its energy cost recovery
mechanism rates the expense of a payment made to two small power producers, allegedly for
purposes of: (1) saving the utility and its customers from paying avoided cost rates (which were
higher than most recently updated rates) to small power production projects; and (2) keeping at
least one project from producing power for any utility purchaser until a specified time; the utility
failed to show the reasonableness of the expense, because the existence of rate differential did

© Public Utilities Reports, Inc., 2008 1


gleblanc
Use Bookmarks to navigate this document.
  ◄ This document has Bookmarks by Order Number and Petitioner for easier navigation.  


PURbase

not mean that the payment necessarily provided cost savings to the utility or its customers, and
the evidence did not support present recovery over a six-month period of distant future savings,
which would benefit only future ratepayers. p. 4.

APPEARANCES: Eaton W. Tarbell, Jr., Esquire of Sulloway Hollis and Soden, and Thomas B.
Getz, Esquire representing Public Service Company of New Hampshire; Michael W. Holmes,
Esquire, Consumer Advocate; Martin C. Rothfelder, Esquire representing NHPUC Staff.

By the COMMISSION:
REPORT

This docket was initiated by a petition filed on November 21, 1986, by Public Service
Company of New Hampshire (PSNH), a public utility providing electricity in the State of New
Hampshire. The original petition requested a change in the ECRM rate from the July through
December, 1986, rate of $2.202/100 KWH to a rate of $2.635/100 KWH for January through
June, 1987. On December 16, 1986, PSNH revised this request from the rate of $2.635/100
KWH to $2.714/100 KWH.

Duly noticed hearings were held at the Commission's offices in Concord on December 17,
18, and 23, 1986, at which time PSNH presented eleven (11) witnesses. In addition, the
Commission Staff presented one (1) witness.

The increase of the filed ECRM rate over the current ECRM rate (July through December
1986) is predominately due to: an increase of small power production in
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PSNH's forecasted generation mix; a write off of the remaining balance of the Schiller
Deferred Cost Recovery Account; the costs associated with an agreement between PSNH and
two small power producers; an adjustment to the ECRM rate related to PSNH's change from
billing tariff rates based on meter readings on or after January 1, 1987, to billings based on
service rendered on or after January 1, 1987; and the recovery of a prior ECRM period
overcollection of $2,749,762.

Prior to the hearings, the Commission Staff submitted twenty-seven data requests. The
Company's responses to these requests were submitted and marked as exhibit twenty-five.

During the course of the hearings, several aspects of the filings were explored, some of
which were:

1. Oil price estimates for the upcoming ECRM period,;

2. A retail sales growth estimate of 4.2% for the first half of 1987 versus the first half of
1986;

3. The Schiller Deferred Cost and the period over which it should be recouped:;
4. A Merrimack and Schiller Station coal inventory adjustment;
5. Coal prices at the Schiller Station;
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6. Schiller unit availability utilizing oil vs. coal;
7. Quebec Hydro savings;

8. A "buyout" of two small power producers which have filed for rates within the
jurisdiction of New Hampshire;

9. The cost of energy from small power producers and its effect on ECRM; and
10. Implementing the change in the ECRM Component.

Several of these items merit additional discussion:

I. OIL PRICE ESTIMATES AND TRENDS

PSNH's projected residual oil prices for the ECRM period ending June, 1986, show a gradual
rise in price from $12.60/bbl. in January to $13.30/bbl. in March. Prices are projected to fall to
$13.10/bbl. by June of 1987. In calculating its oil prices, the Company used a first-in first-out
accounting method, and then estimated the monthly quantities of oil to be burned during the
period. Future delivered oil costs were established by taking into account the following:

1) Current outlook for crude oil prices

2) Historical price movements

3) Current market situation for residualed oil

4) Data Resources, Inc. — Monthly Energy Outlook: October, 1986

5) U.S. Department of Energy — Short Term Energy Outlook: Quarterly Projections;
October 1986

6) A telephone survey of utility fuel buyers and suppliers

The company combined all the above information in making a monthly estimated cost of oil
to be burned. The most recent Department of Energy Short-Term Energy Outlook was used as
the predominant guide for PSNH oil cost estimate. This is consistent with past ECRM forecasts
of oil prices approved by the Commission. Therefore, the filed oil cost estimates will be
approved.

I1. The Schiller Deferred Cost Recovery Account

[1] In its filing PSNH proposes to recoup the balance of the Schiller Deferred Cost Recovery
Account(1) entirely within the
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upcoming six month period. This is accumulated in accordance with the Recommendations
of the Parties Concerning the Schiller Coal Conversion (the agreement) approved by this
Commission in DE 79-141. This agreement provided a method of recovery of the costs to
convert Schiller Station 4, 5 and 6 from oil to coal fired units.

During the hearing, Staff questioned witnesses for PSNH concerning the propriety of
recapturing this account balance over a six month period. PSNH believes this is appropriate
because the outstanding balance accrues a return (12.94%). In recouping the balance as
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expeditiously as possible, PSNH saves ratepayers the additional return requirements which
would be due if the recoupment period were to be extended.

The Commission agrees with PSNH's assertion and will not increase the cost of the Deferred
Cost Recovery Account by extending the period in which it will be recouped. The recoupment of
the entire account balance within the upcoming ECRM period does not significantly increase the
ECRM component. Therefore, it is more beneficial to the ratepayer to glean the savings from an
expedited recoupment versus the "levelizing" effect extending the recoupment may have on
rates.

I11. Implementing the Change in the ECRM Component

[2] Under the normal operation of the PSNH ECRM component, PSNH places an ECRM
component into effect for bills rendered from January 1 through June 30 and another component
in effect from July 1 through December 31. Customers are charged the new ECRM rates based
upon when their bill is rendered or, according to Company testimony, when a customer's meter is
read. However, in this proceeding, PSNH proposes to apply its change to the January 1 to June
30 ECRM rate based on when service is rendered (rather than on when bills are rendered) after
January 1, 1987. Under this "service rendered" standard, a bill based upon a January 15 date
covering the December 16, 1986 — January 15, 1987 thirty (30) day period would be prorated
such that half the period is computed at the old (before January 1) ECRM rate and the other half
at the new ECRM rate. In contrast, under the "bills rendered" standard the entire bill would be
based upon the new ECRM rate. The Company further proposes to utilize the traditional bills
rendered standard at the end of the period.

According to the Company, use of this different procedure requires an additional component
to be added to the ECRM rates due to lower recovery under the new proposal in the early part of
the January 1 through June 30 time period. PSNH proposes that it be allowed to add this amount
to its ECRM rate implemented in this time period. No other party took a specific position on this
proposal.

PSNH proposes to change the calculation of ECRM at this time due to the manner in which it
has developed its billing system, the timing of other rate actions by PSNH, and the inclusion of
ECRM in a PSNH's basic rate rather than as a surcharge type adder. The timing of these rate
actions and the design of the Company's billing system are matters totally within the Company's
discretion. Maintaining ECRM as part of a basic rate rather than as an adder is also a part of the
PSNH proposal. This design of ECRM is a discretionary proposal, although that proposal
maintains the status quo developed through prior Commission proceedings.

The Company clearly may exercise its discretion on matters such as those described above.
However, when the Company's exercise of its discretion explicitly causes it to request a higher
rate from this Commission, the evidence must support the reasonableness of those discretionary
actions. In other words, the evidence must indicate that the Company's actions and proposals that
caused the higher rate are reasonable.

In this case, the Commission finds that the Company's evidence simply does not meet the
burden of showing that those discretionary choices are reasonable with
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regard to providing service. No evidence was provided for the timing of the Company's other
rate actions. No evidence was provided for not proposing to segregate out the energy cost rate at
this time, (as it had been prior to the implementation of ECRM), in order to avoid this problem.
No cost estimate or review of the billing system problems, potential solutions and their costs
were presented in this case. In fact, when the Staff began cross examining about billing system
problems, the Company requested an opportunity to present additional witnesses on the cost
involved in various choices for the Company's billing system. However, when the Company
presented its witnesses, those same witnesses admitted that PSNH had not even attempted to
develop solutions (or estimate costs thereof) to avoid having to place this additional component
into the ECRM rate.

For these reasons, the Commission will authorize the change implemented in the manner the
Company has proposed, i.e., using the "service rendered" standard for the January 1, 1987
change and the "bills rendered" standard for the end of period change. However, the Commission
shall not include an additional component on the ECRM rates that is caused by these
discretionary and unsupported choices of the Company.

IV. Payment to Pittsfield Power and Light, Inc. and Thermo Electron Corporation

In this docket PSNH takes the position that the Commission should provide recovery of a
1.25 million dollar payment to Pittsfield Power and Light, Inc. and Thermo Electron Corporation
in the January 1 — June 30, 1987 ECRM period. The Staff and Consumer Advocate oppose this
proposal. The Commission discusses the facts of this matter below and finds that the record in
this case does not support the recovery of this payment.

1. Facts of Issue
a. The Payment

[3] Thermo Electron Corporation (TEC) and Pittsfield Power and Light (PPL) are
corporations which filed petitions with the Commission requesting that the Commission grant
long term rates at which PSNH would pay them for any power produced at certain proposed
small power production facilities. In those petitions, TEC and PPL requested that the
Commission base such rates upon rates set for PSNH purchases of power in Commission Docket
No. DR 85-215. Under an agreement between PSNH, PPL and TEC, TEC and PPL withdrew
their petitions for those rates at approximately the time of the receipt of the 1.25 million dollars.
Under that same agreement, PPL, TEC and their principals agreed to not develop the projects of
their pending dockets and sold PSNH their rights in the projects, including development rights,
legal costs, and development expenditures. However, the agreement makes a special provisions
for a "CAMPTON PROJECT" in that PPL and TEC must defer its commercial operation until
1998 to 1999". The developer of the "CAMPTON PROJECT" need not sell PSNH the power
from this delayed project, but PSNH will purchase such power if the developer wishes to sell
such power to PSNH.

b. The Projects and Their Petitions

In the spring of 1985, TEC filed its five petitions for DE 85-215 rates. TEC received and
responded to data requests. Those responses establish, among other things, the maturity of the
proposed projects. TEC also filed testimony on their projects.
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The evidence before the Commission in this proceeding indicates that TEC was in the very
early stages of developing their five projects. Major factors that contribute to maturity of a
project such as local and state permits, fuel supply, equipment and construction contracts, site
ownership, and financing were yet to be completed or negotiated. Moreover, Thermo testified in
its
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pre-filed testimony that all permitting, contracting and final financing activities were
suspended pending the outcome of its hearings. The only development steps that Thermo had
undertaken was generic plant design and engineering, preliminary site location and financial
feasibility.

With respect to PPL, in the spring of 1986, Mr. Paul Porter filed long term rate petitions in
two projects. One petition was for a revived version of the Franconia Power and Light Project
(FPL). The second was for PPL. The planning for the FPL project was in such flux that Staff
moved to dismiss the petition on the grounds that the developer was no longer contemplating
developing the same project for which he had petitioned for a rate. The filing was subsequently
withdrawn.

The pre-filed testimony on the Pittsfield project was essentially a facsimile of the prefiled
testimony on the Franconia project, to the extent that the proposed water source for both projects
is the Pemmigewasset River, which flows through Woodstock, not Pittsfield. The evidence in
this docket indicates that the Pittsfield project was in a highly preliminary stage with respect to
technical development, compliance with state and local permitting requirements and
procurement of financing.

2. Commission Analysis of Issue

For analyzing the issue on the merits, the Commission notes that the hearing in this matter
was held pursuant to Section 378:3-a N.H. Rev. Stat. Ann. That statute clearly defines and
necessarily limits what may be included in a fuel adjustment charge. While the Commission's
General Counsel indicated on the record that there may be arguments that inclusion of this
payment may be outside the scope of that statute, neither the Staff nor any party to the
proceeding advocated that the Commission not hear this matter due to the scope of that statute.
Due to the short time frame in which this proceeding is being held, the Commission decided that
it was most expeditious to go ahead and hear this matter to create a record. As the Commission
has now heard the matter, it finds itself in a position to dispose of the matter on the merits of the
evidence presented to it and does so below. Such a decision should not be construed as a
decision on whether the fuel adjustment clause charge provided for under Section 378:3a
authorizes a charge to cover such a payment or on whether the Commission will in the future
consider such matters in a proceeding held under Section 378:3a. In other words, the
Commission finds it most efficient to dispose of this matter on its merits based upon the
evidence presented and does not address statutory or other concerns.

As the above discussed facts indicate, the 1.25 million dollar payment in this proceeding
seems to have two purposes. First, the payments shall allegedly save PSNH and its customers the
potential of PSNH having to pay DR 85-215 rates to the TEC or PPL projects. This is the
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primary position of PSNH as to why this payment should be allowed. Second, the payment is to
keep at least one project (the "CAMPTON PROJECT") from producing power for any utility
purchaser until 1998 or 1999. It seems to be the position of PSNH that they received this portion
of the agreement for no cost.

With regard to the first reason, it is undisputed that the DR 85-215 avoided cost rates are
higher than the most recently updated rates currently under suspension in DR 86-134. The
Commission further finds that the DR 85-215 avoided cost projections are higher than avoided
cost projections being advocated by PSNH and most other parties in the avoided cost
proceedings currently pending before this Commission. However, the existence of that
differential does not particularly lead one to the conclusion that the payment necessarily provides
cost savings to PSNH or its ratepayers. For such savings to exist, one must assume that there was
a significant chance that one or more of those projects would have been granted DR 85-215 rates
and that they would have reached commercial
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operation. PSNH did not demonstrate that either of these events was likely to occur. In
addition, development of the alleged savings assume the accuracy of current avoided cost
estimates and that PSNH will not have to replace the capacity that any of these projects might
have provided at some higher costs in the future. The evidence in this case simply does not
support such a conclusion.

Even if the savings the Company alleged had some likelihood of occurring, the Commission
notes that it's undisputed fact that the earliest payments to any of these projects would have
occurred in 1989 and such expenses would have occurred from 1989 for approximately a 20 year
period henceforth. The Commission finds that the evidence in this proceeding does not support
recovering such distant future savings in a six month period in 1987, for any such savings will
benefit solely future ratepayers.

With regard to the second purpose of the payment (delay or nonproduction of small power
production), PSNH has not demonstrated any reason why PSNH ratepayers should pay to keep
projects such as the Campton project from producing power for any potential utility purchaser.
PSNH has not advanced any benefit which a PSNH customer might have from the Campton
project not providing power to another New Hampshire utility.

Thus, under the above analysis, the evidence in this proceeding does not support the
reasonableness of the PSNH expense of the payment to PPL and TEC. For this reason, PSNH
may not recover this expense via the ECRM rates developed as a result of this proceeding.

V. Conclusion and Summary

The PSNH ECRM component of its rates for January 1 — June 30, 1987 shall not include
any recovery of the component identified by PSNH as related to the method of implementing
ECRM as discussed in section 111 above. It shall also not include any recovery of the expense of
the payment to PPL and TEC. The evidence in this proceeding indicates that other expenses
proposed by PSNH to adjust its ECRM rate are reasonable and allowed for recovery in ECRM.
The result of this action is an ECRM rate of $0.02630 per kilowatt-hour.
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PSNH's method of billing ECRM is allowed. However, as discussed in section 111, the record
does not indicate that PSNH could not have chosen other reasonable methods for billing ECRM
had it examined its situation in advance. PSNH shall file tariffs which clearly reflect the billing
methodology that the Commission has approved. Our Order will issue accordingly.

ORDER
Upon consideration of the foregoing Report, which is made a part hereof; it is hereby

ORDERED, that PSNH shall file revised tariff pages setting an ECRM rate in accordance
with the foregoing report for January through June, 1987.

By Order of the Public Utilities Commission of New Hampshire this fifth day of January,
1987.

FOOTNOTES

1This Deferred Cost Recovery Account balance increases when the cost differential between
coal and oil burned at Schiller changes such that oil has a price benefit over coal. This
diminishes the energy cost savings contemplated when converting the Schiller units from oil to
coal. The cost recovery foregone due to the diminished savings are deferred until such a time
that the savings begin to materialize or the Schiller agreement is terminated.

NH.PUC*01/07/87*[60198]*72 NH PUC 12*Charles Zuccola v. Exeter and Hampton Electric Company

[Go to End of 60198]

72 NH PUC 12

Charles Zuccola
V.
Exeter and Hampton Electric Company

DC 86-266
Order No. 18,531

New Hampshire Public Utilities Commission
January 7, 1987

ORDER entitling an electric utility to full payment for services provided to a customer alleging
overpayment.

PAYMENT, 8§ 9 — Customer liability — Good faith — Electric utility.

[N.H.] No adjustment to a customer's bill was warranted where an electric utility acted in
good faith based on the terms of its approved tariff and the information available when various
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actions were initiated, including the timely installation of electric services at the customer's
property, replacement of a meter that was questioned by the customer, and recalculation of bills
when new information was presented.

APPEARANCES: Charles Zuccola, Pro Se; Sulloway, Hollis and Soden by Margaret Nelson,
Esquire on behalf of Exeter and Hampton Electric Company.

By the COMMISSION:
REPORT
|. PROCEDURAL HISTORY

On September 22, 1986, a letter was received at the Commission from Charles Zuccola of
195 Plaistow Road, Plaistow, N.H. requesting a hearing regarding alleged overcharges on
electric service by Exeter and Hampton Electric Company. A hearing was scheduled for October
14, 1986, and the parties were so notified by letter of Wynn E. Arnold, the Commission's
Executive Director and Secretary dated October 2, 1986. Mr. Zuccola testified on his own behalf
and was assisted by his wife. Mitchell Denno, Customer Services Supervisor submitted
testimony on behalf of Exeter and Hampton Electric Company.

Il. NATURE OF THE COMPLAINT

Mr. Charles Zuccola has requested a hearing due to overcharging on electric service by
Exeter & Hampton Electric Company. The overcharging is alleged to have occurred over a
period of five years at his property on Route 125 in Plaistow, N. H. No specific amount of
overcharge has been defined.

I11. COMPLAINANT'S POSITION

Mr. Zuccola owns property on Route 125 in Plaistow, New Hampshire on which a house and
a store are situated. In September of 1981 when the Zuccolas moved to the property, only the
house was present. A residential electric meter was installed at that time. The store was built in
December 1981 and January 1982. On April 6, 1982 a ceramic business was opened in the store.
This business utilized electric kilns for preparing ceramic products. The residential meter served
both the house and the store. In May of 1982 the company installed a demand meter, replacing
the original meter. From May 1982 through August 1983 the Zuccolas paid a demand charge to
the company. In August 1983 they installed separate wiring for the store and applied to the
company for a second meter so that the business and residential services could be separated and
the demand charge would no longer apply to residential uses. When the new meter was installed
it was applied to the 100 amp service (which serves the store) while the existing demand meter
was left on the 200 amp service (which serves the residence). However, Mr. Zuccola was
unaware of this oversight. From August 1983 through April 1985 a demand charge was paid on
the meter which serves the
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residence. Mr. Zuccola claims to have contacted the company many times during this period
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to complain about the billing. Although there were minimal uses of electricity in the store, the
presumed billing for that meter was high. In May 1984, the company removed and replaced the
existing demand meter with a new one. The prior meter was found to be in error and credit was
given for overbilling.

From April 1985 to May 1986 the ceramic business was closed. The only use of the store
was as an office for Mr. Zuccola's construction business. In May of 1986 the store was rented to
John Cassarelli of Blue Haven Pools. In July or August the company attempted to shut off the
power to the store for non-payment of the bills. However, when the meter was removed, the
residential service was cut off instead of the store. This event revealed the inadvertent improper
installation of the demand meter.

Mr. Denno of the company then came out to the property to review the situation. Mr. Zuccola
was informed by the company that a business was being operated out of the cellar of the house
due to the presence of office equipment and various ceramics materials. At this point, a demand
meter was installed on the second service. Therefore both services now have demand meters. Mr.
Zuccola produced original statements from several parties that the office located in the cellar of
his building was not in use before May 1, 1986.

Mr. Zuccola believes that the electric company has overcharged him but does not have
sufficient information available to calculate the amount. Furthermore, he believes the demand
meter should not be installed on his residential service, and he should not be charged for
demand.

In response to questions from Ms. Nelson, Mr. Zuccola stated that he now operates a
construction company from his basement office. He also agreed that the meter bases do not have
any markings to indicate which meter provides service to each of the two installations. He
confirmed that the amount of the credit in 1984 was $282.

IV. COMPANY POSITION

The company's position as stated by Ms. Nelson is that it has acted in full accordance with its
tariff. Mr. Denno provided testimony regarding this company position.

Mr. Denno confirmed that the original account was residential as requested on August 7,
1981. On March 25, 1982 the meter was changed to a demand meter and the rate code changed
from domestic to general service based on the change in activity from predominately residential
to predominately business. This change was observed by the meter reader. On August 23, 1983
Mr. Zuccola applied for a new domestic residential meter. The meter was installed on August 23,
1983 on the blank meter base.

In May 1984 Mr. Zuccola called the company to inquire about a sharp increase in the
demand portion of the bill. The company changed the meter on May 21, 1984 and through
testing determined that there was no problem with the clock on the original meter. However, due
to the sudden jump in demand, Mr. Denno decided to rebill the 2 months in question based on
the previous demand history of the account. This resulted in a credit of $282.

On May 6, 1986 Mr. Cassarelli requested service for a business account at 195 Plaistow
Road and he was assigned to the business account and demand meter at that location.

Mr. Denno provided a complete record of monthly energy use for the two meters in question
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and where available, a demand history.

On July 29, 1986 the meter man attempted to cut off service to Mr. Cassarelli's account due
to nonpayment of bills. He confirmed that in fact the residential service was cut off when the
demand meter was removed. Mr. Denno and Mrs. Gamble of the company then made a complete
onsite review of the situation including the interior of the buildings. Mr. Denno observed that a
business office was located in the basement of the residence, in addition to racks of unfinished
ceramic products and

Page 13

two kilns which were not in use. Mr. Denno stated that typical kilns draw 6 to 8 KW but he
was unable to determine the exact rating of the kilns. The company then pulled the 2 meters to
determine which meter served which area. The meter assigned to Mr. Cassarelli (Blue Haven
Pools) was found to be serving the residence and the meter assigned to Mr. Zuccola was found to
be serving Blue Haven Pools.

Mr. Denno then had a second demand meter installed and he adjusted billings for the period
beginning May 6, 1986 when Mr. Cassarelli signed for the service. These adjusted billings were
submitted to the customers of record on August 28, 1986. Mr. Cassarelli was billed on a general
service rate and Mr. Zuccola was billed on a residential rate. He is now under a residential rate
and will continue that way in spite of the presence of the demand meter. However, the demand
meter will be left in place to monitor whether the kilns go back on line and the account becomes
predominately business.

Mr. Denno indicated that a demand meter is installed on all active business accounts. He also
stated that they have to rely on the customer to inform them which meter base is serving which
area and they cannot know what is being serviced by a meter unless told by the customer.

In summary Mr. Denno stated that the company is not obliged to refund any money to Mr.
Zuccola in this matter because they have followed through on the requests by the customer for
service and applied the proper rate code. The meter bases are not identified as to what they serve.
The company addressed the billing complaint in 1984 in a fair manner and has been responsive
to both Mr. Zuccola and Mr. Cassarelli. The company position is that they have billed fairly on
these accounts from the beginning of service.

V. COMMISSION ANALYSIS

After a complete review of testimony provided by Mr. Zuccola and Exeter and Hampton
Electric Company, we find that two important facts have bearing on this case. First, the lack of
identification on the meter sockets has led to confusion over the areas of the subject buildings
which were served by each meter. Second, the several changes in usage in both the business
portion of the property and the residential portion of the property makes it difficult to make
retrospective judgments on the appropriateness of the rate codes assigned to the meters.

Nevertheless, it is now clear that the original service (Account #225-6605/meter #9227)
served all uses at the property from its installation in 1981 through August 23, 1983 and since
that time has served the residential portion of the property only. Furthermore, beginning on
August 23, 1983 up to the present, the second service (Account #225-6610/meter #7058) has
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served the business portion of the property.

No facts presented have shown that the energy use data collected by either meter is in error
and we must conclude that said data is correct. Furthermore, despite an unusually high demand
reading in April and May of 1984, meter tests confirmed the proper operation of the demand
meter on Account #225-6605/meter #9227. Due to the question raised by Mr. Zuccola these two
high demand readings were adjusted downward by the company. Therefore, we must assume that
the demand data recorded for this account is also correct. However, this demand data is not
applicable to periods when the service is assigned a residential rate code.

Due to the erroneous application of the demand meter since August 23, 1983, no demand
data is available for the business portion of the property since that time.

It is concluded that the company has acted in good faith based on the terms of its approved
Tariff and the information available to it at the times when various actions were initiated. This
includes timely installation of services at the property, replacement of a meter which was
questioned by the customer and recalculation of bills when new information was presented. In
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the absence of adequate markings on the meter sockets, we find that the company did not
have any basis for billing these accounts except as was done. Mr. Zuccola has not presented any
specific request for adjustment of his bill and we find that none is warranted.

Our order will issue accordingly.
ORDER
Upon consideration of the foregoing report, which is made a part hereof; it is hereby

ORDERED, that Exeter and Hampton Electric Company is entitled to full payment for
service to Mr. Zuccola at 195 Plaistow Road, Plaistow, New Hampshire for the period ending
August 11, 1986, the billing date of the corrected bill submitted by the company on August 28,
1986.

FURTHER ORDERED, that it is the responsibility of Mr. Zuccola to clearly mark each
meter base to indicate the areas of the property served and to promptly notify the company of
any future change in use of the property which may affect the applicability of rates covered in
the company's tariff, and it is

FURTHER ORDERED, that Exeter and Hampton is allowed to maintain demand meters on
both services at this property if they so choose, but may only utilize demand data in accordance
with their approved tariff.

By order of the Public Utilities Commission of New Hampshire this seventh day of January,
1987.

NH.PUC*01/07/87*[60208]*72 NH PUC 15*New England Hydro-Transmission Corporation

[Go to End of 60208]
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72 NH PUC 15

Re New England Hydro-Transmission Corporation

DSF 85-155
Supplemental Order No. 18,532

New Hampshire Public Utilities Commission
January 7, 1987

CLARIFICATION of condition imposed in certificate to construct and operate an electric
transmission line.

CERTIFICATES, § 73 — Restrictions and conditions — Electric transmission line.

[N.H.] Permission to construct and operate an electric transmission line was conditioned on
commission review and approval of a detailed plan demonstrating that the design and operation
of the transmission line would meet the reliability and stability concerns of neighboring pools,
and that reliability constraints would not limit the power contracted for.

By the COMMISSION:
REPORT

The Applicant has filed a Motion for Clarification and/or Rehearing of Report and Order No.
18,499 issued on December 8, 1986. (71 NH PUC 727). Intervenors and the Attorney General's
Office as Public Counsel have not responded.

Order No. 18,499 contained the following condition: (71 NH PUC at 774):

B. Prior to operation of this subject Phase Il transmission line, the Applicant shall submit a
detailed plan demonstrating that the design and operation of the subject transmission line will
meet the reliability and stability concerns of the neighboring pools and that reliability constraints
will not limit the 2000 MW's of power contracted for ...

Page 15

The Motion seeks a clarification of the condition and the Commission will again review the
issue to clarify for the Applicant and the participating parties the condition imposed.

The Commission is convinced that major reliability and stability problems will exist as an
effect of completing the Phase Il transmission line absent corrective measures. The loss of
asynchronous Hydro-Quebec power treated as a single contingency could cause a loss of 3900
MW's of power in the Northeast United States. Such a loss could result in a serious regional
disturbance resulting in severe damage to property, such as generator, motors and other customer
appliances in addition to interruption of customer service for long periods of time.
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A review of the testimony and evidence suggests that steps are being taken to minimize the
problem and suggests that completion of the studies being performed will lead to a solution of
the problem.

The possible solutions are the development of a dynamic isolation plan and/or establishing
operating procedures governing the import levels or timing of energy deliveries to reduce load
flow under certain operating conditions.

The design and implementation of the dynamic isolation plan is not complete and depends on
the Hydro-Quebec System incurring considerable expense to design, implement and construct
the plan. Our condition imposes an obligation for the Applicant to submit and receive approval
of that plan before it operates the line.

The use of operating procedures which control the amount of energy over the line is
acceptable as a temporary measure providing such procedures are approved. Such procedures
should be adopted and approved by this Commission before operating the line so that we can be
assured the economic benefits proposed will be achieved.

The Commission did not intend the condition to impose a requirement that 2000 MW's of
power must be delivered at all times. The Commission is well aware that the contract is for 7
TWH's of power per year and that amounts delivered will depend on various factors. The
Commission also is aware that the design of the 2000 MW line is capable of receiving
approximately 14 TWH's of power a year and that the 7 TWH's represents 40% to 50% of the
line's capacity. To the extent that the language of the condition causes some confusion, we will
amend the condition accordingly.

The Commission acknowledges that the proposed transmission line has significant capacity
to accommodate additional contracts for power if the reliability and stability problems are
solved.

CONCLUSION

The Commission could not approve the certificate on the present record without imposing a
condition that provides for the Commission to review, examine and approve the solution to the
reliability and stability problems. If a plan for a dynamic isolation system is developed, that plan
must be reviewed and approved. If operating procedures are to be adopted, those procedures
should be reviewed and approved. The Commission has no assurance without the condition what
steps will be taken or how they will be implemented; therefore, the Commission will not change
the condition except as follows:

B. Prior to the operation of this subject Phase 11 transmission line, the Applicant shall submit
a detailed plan demonstrating that the design and operation of the subject transmission line will
meet the reliability and stability concerns of the neighboring pools and that reliability constraints
will not limit the power contracted for ...

Our Order will issue accordingly.

SUPPLEMENTAL ORDER

Upon consideration of the foregoing Report, it is hereby
ORDERED, that the Condition in Order
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No. 18,499 be amended by eliminating the words "2000 MW of" and shall read as follows:

B. Prior to the operation of this subject Phase Il transmission line, the Applicant shall submit
a detailed plan demonstrating that the design and operation of the subject transmission line will
meet the reliability and stability concerns of the neighboring pools and that reliability constraints
will not limit the power contracted for ...

By Order of the Public Utilities Commission of New Hampshire this seventh day of January,
1987.

NH.PUC*01/07/87*[60218]*72 NH PUC 17*Certification to Provide Public Pay Telephone Service

[Go to End of 60218]

72 NH PUC 17

Re Certification to Provide Public Pay Telephone Service

DE 86-298
Order No. 18,534

New Hampshire Public Utilities Commission
January 7, 1987
PETITION for authority to provide customerowned, coin-operated telephone service; granted.

SERVICE, § 456 — Telephone — Customerowned, coin-operated telephones — Conditions.

[N.H.] Customer-owned, coin-operated telephone equipment was permitted to be installed
and placed in service provided that measured business rates were used to serve the telephone,
both local and toll access was available, the equipment would be hearing aid compatible, and the
equipment would clearly identify the owner, rates and service policies.

By the COMMISSION:
ORDER

WHEREAS, on November 14, 1986, Charles Paskus, DBA New Com, filed a petition to
install a coin-operated telephone at Stinson's Market, Hanover, N. H.; and

WHEREAS, the Federal Communications Commission Registration number was filed with
this Commission; and

WHEREAS, in Re Coin Operated Telephone Policies, DE 84-174, DE 84-159, DE 84-152,
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Order No. 17,486 (March 11, 1985) (70 NH PUC 89) this Commission found that it was in the
public interest to certify competitive providers of public pay telephone service; it is hereby

ORDERED, that the Charles Paskus is certified, pursuant to N.H. Rev. Stat. Ann. §374:22
(1984), as a public utility for the limited purpose of providing public pay telephone service on
the Stinson's Market premises subject to the following conditions:

1. The telephone shall be served by measured business service at applicable tariffed rate,
2. The telephone must be hearing-aid compatible,

3. The telephone shall provide dial tone first,

4. The telephone shall provide for local and toll access,

5. The telephone shall allow access to other common carriers,

6. The telephone shall be clearly marked as to ownership and maintenance responsibility,

7. The local rates shall be the same as those which apply to the New England Telephone
system,

8. The telephone shall provide toll-free calling within municipalities,
9. Mr. Paskus shall be responsible for
Page 17

adherence to all applicable laws, rules and tariff provisions.

10. Surcharges for toll calls are authorized, pricing policies shall be clearly marked at the
coin phone location,

11. Mr. Paskus shall comply with all rules hereafter made applicable to customer owned
coin-operated telephones.

By Order of the Public Utilities Commission of New Hampshire this seventh day of January,
1987.

NH.PUC*01/07/87*[60435]*72 NH PUC 7*Resource Electric Corporation

[Go to End of 60435]

72 NH PUC 7

Re Resource Electric Corporation

DR 86-77
Supplemental Order No. 18,528

New Hampshire Public Utilities Commission
January 7, 1987
MOTION for rehearing of petition by small power producer for long term rates; denied.
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COGENERATION, § 24 — Rates — Prematurity of filing.

[N.H.] The commission refused to rehear a petition by a small power producer for long term
rates, which had been rejected on the basis of the prematurity of the filing, because assurances of
prospective achievements in project development were not an adequate substitute for realized
progress in the finalization of the project's engineering specifications, state and local permits,
financing, and fuel supply.

By the COMMISSION:
SUPPLEMENTAL ORDER

WHEREAS, on February 24, 1986 Resource Electric Corporation (REC) filed a long term
rate petition for its Mini Power Plant in Rochester, New Hampshire pursuant to Re Small Energy
Producers and Cogenerators, Docket No. DE 83-62, 69 NH PUC 352, 61 PUR4th 132 (1984)
and Docket No. DR 85-215, Report and Order No. 17,838 (September 5, 1985), 70 NH PUC
753, 69 PURA4th 365; and

WHEREAS, by Order No. 18,495 the Commission on December 3, 1986 denied the REC
petition on the basis of the prematurity of the filing; and

WHEREAS, on December 23, 1986 REC filed a Motion for Rehearing alleging:

1. that, while REC's fluidized bed combustion technology was not finalized until
February 1986, the choice of the technology was made before its February 24, 1986
filing;

2. that REC had obtained approval from the Rochester Planning Board, had
completed sufficient work on its Air Resources Agency permit to know that air pollution
would not be a problem, and there is no evidence that the project will be unable to obtain
the required state and local permits;

3. that, while REC had not obtained final commitments for debt and equity financing,
its investment advisors are satisfied that financing will not be a problem if the long term
rate petition is approved; and

4. that, WRI's track record in the Pacific Northwest and Texas suggests that it would
have no problem providing the required amounts of tire derived fuel to the project
beginning in 1988, and

WHEREAS, the Commission does not find assurances of prospective achievements in
project development to be an adequate substitute for realized progress in the finalization of a
project's engineering specifications, state and local permits, financing and fuel supply; and

WHEREAS, the Motion for Rehearing contains no fact or argument that had not been fully
reviewed prior to the issuance of Order No. 18,495; it is therefore

ORDERED, that the Motion for Rehearing be, and hereby is, denied.

© Public Utilities Reports, Inc., 2008 17



PURbase

By Order of the Public Utilities Commission of New Hampshire this seventh day of January,

1987.

[Go to End of 60442]

72NHPUC 8

Re Industrial Cogenerators Corporation

DR 86-108
Order No. 18,530

Re American Cogenics

DR 86-119
Order No. 18,530

Re Enesco Merrimack Cogeneration Inc.

DR 86-121
Order No. 18,530

Re Kearsarge Power and Light

DR 86-124
Order No. 18,530

Re Plaistow Power and Light

DR 86-126
Order No. 18,530

Re A. Johnson Cogen, Inc.

DR 86-132
Order No. 18,530

Re Cygna Energy Services

DR 86-133
Order No. 18,530

New Hampshire Public Utilities Commission
January 7, 1987
PETITION by qualifying cogeneration facilities for long term rates; denied.

COGENERATION, § 1 — Project ranking — Priorities.
[N.H.] Petitions for 20-year long term rates, by seven qualifying cogeneration facilities

© Public Utilities Reports, Inc., 2008

18



PURbase

(QFs) fueled by fossil fuels, were denied in accordance with priorities that ranked proposed QF
developments on the basis of technology; the amount of QF capacity that could reasonably be
approved was likely to be exhausted before lower priority projects, including those fueled by
fossil fuels, could be considered, as long as the commission remained within the constraints of
the methodology presently used to calculate avoided costs for QF rates.

By the COMMISSION:
REPORT

On March 31, 1986 Industrial Cogenerators Corp. (ICC) petitioned for a 20 year long term
rate for its 49.5 MW combined cycle cogeneration facility in Concord and on May 1, 1986
amended its petition to eliminate the levelization originally requested. On April 4, 1986
American Cogenics petitioned for a 20 year long term rate for its 26.4 MW topping cycle
cogeneration facility in Portsmouth near the Pease Air Force Base. On April 4, 1986 Enesco
Merrimack Cogeneration Inc. (Enesco) petitioned for a 20 year long term rate for its 46 MW
topping cycle cogeneration facility in Merrimack and on April 9, 1986 amended the rate sheets
of its filing and on April 10, 1986 amended the project description. On April 10, 1986 Kearsarge
Power and Light (Kearsarge) petitioned for a 20 year long term rate for its 15 MW combined
cycle cogeneration facility at Mt. Cranmore in Conway. On April 10, 1986 Plaistow Power and
Light (Plaistow) petitioned for a 20 year long term rate for its 15 MW combined cycle
cogeneration facility in Plaistow and Newton. On April 11, 1986 A. Johnson Cogeneration, Inc.
(A. Johnson) petitioned for a 20 year long term rate for its 35 MW topping cycle cogeneration
facility at the Sprague & Son Co. terminal in Newington. On April 14, 1986 Cygna Energy
Services (Cygna) petitioned for a 20 year long term rate for its 12.205 MW combined cycle
cogeneration facility in Ashland. All these proposed cogeneration facilities are fueled by fossil
fuel: ICC and American Cogenics are based on natural gas, Enesco and A. Johnson are fueled by
coal, Kearsarge and Cygna are based on oil, and Plaistow has dual oil and gas capability. All are
third party cogenerators in that they intend to sell both their electrical output (to Public Service
Company of New Hampshire) and their steam output. All filed for rates

Page 8

pursuant to Docket No. DR 85-215, Order No0.17,838, Re Small Energy Producers and
Cogenerators, 70 NH PUC 753, 69 PUR4th 365 (1985).

The rates established in DR 85-215 were based on the methodology adopted following a
settlement agreement between Public Service Company of New Hampshire (PSNH), the
Commission Staff, and intervenors representing small power producers and cogenerators
(qualified facilities or QF's) in Docket No. DE 83-62, Eighth Supplemental Order No. 17,104, Re
Small Energy Producers and Cogenerators, 69 NH PUC 352, 61 PURA4th 132 (1984). The
methodology, inter alia, assumed the PSNH load forecast, which in both dockets included the
load represented by the UNITIL wholesale customers. It identified an hourly margin of
generating units and calculated rates based on the costs of operating (and therefore avoiding
operating) those units.
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The methodology did not anticipate changes in the margin caused by a lower load forecast
resulting from the loss of the UNITIL customers, or a change in supply resulting from the
addition of significant amounts of QF capacity to the generating mix. Both these circumstances
change the identification of the generating units operating on the margin and therefore the
avoided cost calculation. Since generating units are dispatched in order of increasing operating
cost, both circumstances tend to lower the calculation of the costs that can be avoided by
additional QF generation. The loss of the UNITIL load has lowered total demand so that fewer
generating units are required to provide the needed capacity and therefore the formerly marginal,
most expensive units to operate, are no longer needed. Similarly, the addition of significant
amounts of QF capacity means that new QFs no longer replace the operating costs of the
marginal generating unit identified by the methodology. These costs have already been replaced
by QFs with approved long term rate petitions and new QFs replace rather the operating costs of
some less expensive unit to operate. Thus, the methodology and assumptions underlying the
rates set in DE 83-62 and DR 85-215 become less reflective of the reality of load and capacity as
UNITIL leaves the PSNH system and the total of approved QFs grows.

The severity of the methodological problem increased in early 1986 as the Commission
received petitions for long term rate filings representing substantial amounts of proposed
capacity additions:

[Graphic(s) below may extend beyond size of screen or contain distortions.]

January 41.60 MW
February 124.96 MW
March 166.50 MW
April 204.98 MW
May 45.82 MW

Total 583.86 MW

The Commission was cognizant that avoided cost rates were projected to decline and that
developers had the incentive to file for rates pursuant to DR 85-215 rather than subsequently
found lower rates. Therefore, we reviewed filings carefully to ascertain whether the filings had
been made prematurely, and have denied those petitions that in our judgement had been made
out of the normal sequence of project development. See DR 86-100, 101, et. seq. — Pinetree
Power, DR 86-77 — Resource Electric Corporation.

The Commission has then evaluated the remaining filings in relation to a reasonable estimate
of at what point (1) the costing of the margin would change, and (2) additional rate implications
need to be taken into consideration, and in relation to the number of megawatts of QF capacity
already approved. The first consideration relates to the fact that marginal cost will not change
with very small changes in capacity or load because the marginal unit itself will be eliminated
from the margin only after none of its capacity and energy is any longer required. Only after the
marginal unit has been taken off line will a less expensive unit become the new marginal unit
and establish a new marginal cost. It has been the Commission's judgement that marginal cost
does not change significantly
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between the margin defined by the methodology and the addition of 200 MW of QF capacity.
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Beyond 200 MW, however, the marginal units will begin to change and the marginal cost
decline.

The second consideration in the number of megawatts of QF capacity that can be approved at
the rates defined by the DE 83-62 and DR 85-215 methodology involves the revenue
requirement and retail rate implications. Under the terms and conditions of DE 83-62, project
developers can file for levelized long term rates. The full cost of their rates, both energy and
capacity, are passed through the Energy Cost Recovery Mechanism to the ratepayers. Assuming
correct estimates of avoided cost, in the long run, over the period of the rate petition, ratepayers
are indifferent to the source of the power generation, QF or utility. In the near term, however,
ratepayers pay more than avoided cost for QF generation. While they will be compensated by the
below avoided cost rates of the latter years of the rate term, ratepayers and the Commission
cannot be indifferent to the fact that the above avoided cost portion of the rate coincides with the
rate increases that will result from the rate recognition of the commercial operation of Seabrook.

The Commission found in Re Public Service Co. of New Hampshire, Docket No. DF 84-200,
Report and Ninth Supplemental Order No. 17,558 (April 18, 1985) (70 NH PUC 164, 66 PURA4th
349), 88-89 and in Report and Fifteenth Supplemental Order No. 17,939 (Nov. 8, 1985) (70 NH
PUC 886) that approximately 135 net MW of QF power (installed capacity discounted by the
capacity factors of each technology) was compatible with the completion of Seabrook I and the
loss of the UNITIL load at a reasonable range of retail rates.1(2)

Pursuant to DE 83-62, the Commission had approved the following amounts of QF power on
long term rates:
[Graphic(s) below may extend beyond size of screen or contain distortions.]

Installed Capacity Net
Technology Capacity Factor Capacity

Hydro 19.836 .50 9.918
Wind 18.65 .275 5.036
Wood 67.30 .85 57.205

Total 105.786 72.159

Given this level of capacity with approved long term rates, the Commission recognized that
it was necessary to establish priorities for considering long term rates for even the mature
projects with timely filings among the nearly 600 MW of QF capacity that have filed pursuant to
DR 85-215. It was the Commission's intent to establish a ranking of QF development by
distinguishing among categories of QFs based on their contribution to the public good. We do
not intend to discriminate among individual QFs of equal value to the public interest.

Therefore, the commission established priorities broadly based on technology. It is our
interpretation of the intent of the federal Public Utilities Regulatory Policies Act, Sections 201
and 210 (PURPA) and the state Limited Electrical Energy Producers Act, N.H. RSA 362-A
(LEEPA) that they were promulgated to encourage the development of alternate energy and the
more efficient use of fossil fuels. The Declaration of Purpose of LEEPA, for example, states that:

It is found to be in the public interest to provide for small scale and diversified sources of
supplemental electrical power to lessen the state's dependence upon other sources which may
from time to time, be uncertain.
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In particular, both pieces of legislation were intended to foster a decreased dependence on
fossil fuels, especially foreign oil. Neither was intended to increase the dependence, particularly
of New England, on fossil fueled electrical generation, however efficient that increased
generation may be.

Therefore, in assigning priorities to the projects that have filed pursuant to DE 83-62 and DR
85-215, orders issued to implement PURPA and LEEPA, we have assigned a higher priority to
projects based on renewable resources (hydro, wood,
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municipal solid waste) than to those based on fossil fuels. This ranking also recognizes that
the wood and MSW projects have positive externalities that are also in the public interest. Wood
projects provide employment in the depressed lumber industry and New Hampshire's northern
counties and aid in forest management; waste to energy projects contribute to the solution of
problems in disposing of municipal solid waste.

Accordingly, we have thus far approved the following amounts of QF capacity under the DR
85-215 and DR 86-134 long term rates:

[Graphic(s) below may extend beyond size of screen or contain distortions.]

Installed Capacity Net
Technology Capacity Factor Capacity

Hydro 15.075 .50 7.538
Wood 50.700 .85 43.095

MSW 37.600 .85 31.960
Multifuel 9.000 .85 7.650

Total 112.375 90.243

Added to the capacity approved under DE 83-62, the capacity currently approved by the
Commission is 215.15 MW of installed capacity, which translates into 162.402 MW of net
discounted capacity. In addition, there is still pending before us 22.75 MW of installed capacity
of wood projects.

The approximately 215 MW of installed capacity and 160 MW of net capacity are very close
to the target amounts, especially assuming some diminution of projected capacity caused by
some projects that have approved rates but that will not reach commercial operation. While we
will be able to consider the remainder of the wood-based projects (22.75 MW), it is clear that the
amount of QF capacity we can reasonably approve will be exhausted before we reach
consideration of those projects with lower priority status, if we are still to remain within the
constraints of the methodology of DE 83-62 and DR 85-215, and our findings in DF 84-200.
Consideration of this next tier of projects must be deferred until our findings in Re Public
Service Co. of New Hampshire — Avoided Cost Docket No. DR 86-41, in which we will be
reviewing and revising the methodology, the terms and conditions and the level of the long term
rates available through the Commission.

Our Order will issue accordingly.
ORDER
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Upon consideration of the foregoing Report, which is made a part hereof; it is hereby

ORDERED, that the long term rate petitions of Industrial Cogenerators Corp., American
Cogenics, Enesco Merrimack Cogeneration Inc., Kearsarge Power & Light, Plaistow Power &
Light, A. Johnson Cogen, Inc., and Cygna Energy Services be, and hereby are denied and that
dockets numbers DR 86-108, DR 86-119, DR 86-121, DR 86-124, DR 86-126, DR 86-132, and
DR 86-133 be and hereby are closed.

By Order of the Public Utilities Commission of New Hampshire this seventh day of January,
1987.

FOOTNOTES

1Commissioner Aeschliman found that completion of Seabrook I and the development of the
Commission's estimate of SPP's, together with the loss of the UNITIL load, was only possible
within a reasonable range of retail rates if PSNH was required to absorb significant costs. In
addition, Commissioner Aeschliman found that a reasonable range of retail rates under these
assumptions depended upon Seabrook completion within the debt levels approved. DF 84-200,
Re Public Service Co. of New Hampshire, Report and Ninth Supplemental Order No. 17,558
(April 18, 1985) (70 NH PUC 164, 66 PURA4th 349), Separate Opinion of Commissioner
Aeschliman at 2, 3, 69-72; and Fifteenth Supplemental Order No. 17,939, Separate Opinion of
Commissioner Aeschliman (70 NH PUC 886).

NH.PUC*01/09/87*[60224]*72 NH PUC 18*Pittsfield Aqueduct Company, Inc.

[Go to End of 60224]

72 NH PUC 18

Re Pittsfield Aqueduct Company, Inc.

DR 80-125
Order No. 18,535

New Hampshire Public Utilities Commission
January 9, 1987

ORDER authorizing a water utility to recover expenses associated with an expansion of its
metered service.

RATES, § 604 — Water rates — Meter charges.

[N.H.] The commission authorized a water utility to increase its rates to recover expenses
associated with an increment of a gradual expansion of metered service authorized by a previous
commission order.
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By the COMMISSION:
ORDER

WHEREAS, in this docket and Order No. 15,556, (67 NH PUC 250), Pittsfield Aqueduct
Co., Inc. (Pittsfield) was directed to proceed with the annual installation of 50 new meters until
all customers have metered service; and

WHEREAS, Pittsfield has submitted that the capital cost of 50 meters installed during the
year 1986 is $7,281.50, with attendant increased operating expenses of $364 for depreciation and
$80 for meter reading; and

WHEREAS, the increases so incurred result in an additional revenue requirement of
$1,382.54; it is hereby

ORDERED, that Pittsfield Aqueduct Company, Inc., may increase its revenue, effective with
all bills rendered after January 1, 1987, by $1,382.54.

By order of the Public Utilities Commission of New Hampshire, this ninth day of January,
1987.

NH.PUC*01/09/87*[60697]*71 NH PUC 25*Chichester Telephone Company

[Go to End of 60697]

71 NH PUC 25

Re Chichester Telephone Company

Additional parties: Continental Telephone Company of New Hampshire, Dunbarton Telephone
Company, Granite State Telephone, Kearsarge Telephone Company, Meriden Telephone
Company, Merrimack County Telephone Company, Union Telephone Company, and Wilton
Telephone Company

DE 84-285, Order No. 18,038
New Hampshire Public Utilities Commission
January 9, 1987

REPORT and order concerning plans for the detariffing of customer premises equipment, and
concerning proposals for the sale of such equipment to telephone customers.

Service, § 435 — Telephone — Customer premises equipment — Detariffing — Transfer of
equipment to customers.

It is the intention of the commission to provide for the detariffing of telephone customer
premises equipment on a basis that is fair to both ratepayers and investors; accordingly, the
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commission rejected a telephone company proposal to sell its embedded equipment to customers
at a value in excess of net book value. [1] p. 26.

Service, § 435 — Telephone — Customer premises equipment — Detariffing — Transfer of
equipment to customers.

In furtherance of a commission plan for the detariffing of telephone customer premises
equipment (CPE), a local exchange telephone carrier was authorized to sell its CPE to its
customers, subject to the following conditions: (1) CPE must be priced at the adjusted net-book
value as of December 31, 1985; (2) payments may be by lump sum, or installments based on
current monthly lease fees; (3) customers not wishing to purchase in-place CPE must return the
equipment to the company; (4) customers must be allowed 60 days to indicate their intent to
purchase or return CPE; (5) customers failing to choose an option shall be considered installment
purchasers; (6) all revenues from the sale shall be handled as salvage and credited to the
depreciation account; (7) following the 60 day selection period, any remaining CPE will be
transferred to an unregulated or below-the-line operation. [2] p. 44.

Service, § 435 — Telephone — Customer premises equipment — Detariffing —
Implementation.

Discussion, by the commission, of the Federal Communications Commission's requirements
that states must comply with, in developing and implementing a plan for the detariffing of
telephone customer premises equipment; specific commission goals for the accomplishment of
detariffing outlined and individual utility detariffing proposals addressed. p. 26.

APPEARANCES: Mrs. Eleanor L. Shaw, President for Chichester Telephone Company; Peter
Montgomery, Plant
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Manager for Dunbarton Telephone Company; Frederick J. Coolbroth, Esquire for Granite State
Telephone; Richard N. Brady, Manager for Kearsarge Telephone Company; James H. Henley,
Commercial Manager and Owen French, Financial Department for Merrimack County
Telephone Company; Wallase J. Flaherty, Senior Vice President for Union Telephone Company;
Robert L. Howard for Wilton Telephone Company.

By the COMMISSION:
REPORT
I. INTRODUCTION

Starting in early March 1984, the Commission received from most of its telephone utilities
tariff filings proposing terms and conditions under which they would sell their embedded
customer premises equipment (CPE). Each of these was suspended pending Commission
investigation and decision. These filings were:

[Graphic(s) below may extend beyond size of screen or contain distortions.]

Docket Filing Suspension NH PUC
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Company No. Date Order Citation

Chichester Telephone Co. DE 84-285 Oct. 2, 1984 17,265 69 NH PUC 613
Dunbarton Telephone Co. DR 84-282 Oct. 1, 1984 17,267 69 NH PUC 614
Granite State Telephone DR 84-289 Oct. 1, 1984 17,266 69 NH PUC 614
Kearsarge Telephone Co. DR 84-57 Mar. 6, 1984 16,949 69 NH PUC 194
Meriden DR 85-357 n/a n/a n/a

Merrimack County Telephone DR 84-281 Oct. 1, 1984 17,268 69 NH PUC 615
Union Telephone Co. DR 84-299 Oct. 5, 1984 17,262 69 NH PUC 612

Wilton Telephone Co. DR 84-377 Dec. 11, 1984 17,383 n/a

While sale of imbedded equipment of Continental Telephone Company of New Hampshire
has been addressed in DR 83-290, certain requirements resulting from decisions in FCC dockets
apply to that company as well as to its sister company, Continental Telephone Company of
Maine. The unique operations of the Dixville Telephone Company and the Bretton Woods
Telephone Company will be addressed in another docket.

On July 12, 1985, the Commission issued an Order of Notice setting these matters for public
hearing at the Commissioner's Concord offices on September 10, 1985 at 10:00 A.M. Because of
conflicts affecting several of the petitions, that hearing was set aside by letter of August 8, 1985.
A second Order of Notice was issued on September 12, 1985, rescheduling the hearing on these
dockets for October 15, 1985 at 10:00 A.M. Because of its generic nature, all companies were
scheduled for the same date and time. Subsequent to the issue of that Order of Notice, it was
discovered that Meriden Telephone had not been included. Since it was determined that
inclusion of that company would be in the public interest, an additional Order of Notice was
directed to Meriden for the October 15th hearing.

The October 15, 1985 hearing was convened as scheduled, with no intervenors present.
[1] The Federal Communications
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Commission (FCC) in its Docket No. 81-893 has adopted a framework for the detariffing of
customer premises equipment (CPE). The procedure that was adopted provided maximum
flexibility for the states to develop plans which meet the particular circumstances of independent
telephone companies within their jurisdictions. The FCC has stated that:

States may develop plans which set, or may approve Independents' plans which indicate:
conditions and requirements related to valuation, lease rates and sales prices, price predictability,
billing services, maintenance and support, the duration of the transition period, and other similar
matters which states find appropriate to accomplish detariffing of CPE.

The Third Report and Order in CC Docket No. 81-893 provided that states must certify that
they have adopted a plan of action taken to ensure detariffing of CPE by December 31, 1987.
The state plans also must accomplish a balancing of ratepayer vs. investor interests as
established in the Democratic Central Committee decision (158 U.S.App.D.C. 7, 485 F.2d 786)
and accounting and tax procedures specified by the FCC must be followed. The FCC also set the
requirement that state plans must include mechanisms which provide the opportunity for
investors to achieve full capital recovery "above the line" before December 31, 1987.

In order to accomplish the goals for deregulation of customer premises equipment, the FCC
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in its Third Report and Order in Docket CC 81-893, stated that states must comply with the
following requirements in developing and implementing detariffing of embedded CPE:

1. Implementation timetable.

2. Valuation guidelines.

3. State certifications.

4. Accounting and tax requirements.
5. Other detariffing rules.

Each independent telephone company in this state has addressed its own particular situation
and has proposed plans to implement detariffing. We have been given the flexibility to develop
plans for each company separately. Our objective in each case will be to accomplish detariffing
by providing fair and equitable treatment to the ratepayer and the investor. This Commission has
the following goals that we wish to accomplish in our plan to detariff CPE.

1. Detariffing will be accomplished by December 31, 1987. This date is consistent with
phasing CPE out of the jurisdictional separation process, which will be accomplished over a
five-year period commencing January 1, 1983. We will attempt to detariff as soon as possible in
1986.

2. Valuation will, generally, be at an adjusted net book value with a transaction fee added.
Adjusted net book value is defined as net book value less applicable accumulated deferred and
investment tax credits.

3. Customers will have the options of either a lump sum purchase, or returning the phone(s)
or monthly installments based upon current lease rates.
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4. Upon completion of the sales program, any remaining CPE will be transferred to an
unregulated operation either an affiliated subsidiary or a below-the-line operation. Prior to the
transfer, each utility will be required to submit an accounting of the status of the CPE account,
its associated reserve and deferred taxes. The proposed method of valuation of the embedded
plant to be transferred will also be submitted. Each company will identify any over or under
recovery which will require adjustment. Our goal is to arrive at a zero net book value by
December 31, 1987.

5. Until such time as deregulation takes place, accounting for the sale of embedded CPE will
be in accordance with the retirement and salvage accounting procedures adopted by this
Commission. After the deregulation of embedded CPE, any CPE maintenance and support
functions will be accounted for as prescribed by the Fifth Report and Order in CC Docket No.
81-893. The amendments to the "Uniform System of Accounts for Class A and Class B
Telephone Companies" is adopted herewith, and is included as an appendix hereto.

6. The Commission will implement this plan on January 1, 1986. Each company will
implement its plan by March 1, 1986. Year end 1985 book values will be submitted in detail
presenting the gross plant value for CPE, the associated reserves and deferred taxes. (The values
submitted shall include only embedded CPE owned by the utility, including inventory, as of
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January 1, 1983. Any company which has included new CPE (purchased after January 1, 1983)
will transfer the appropriate amounts to the proper unregulated accounts.

Since each independent telephone company in this state has filed its own plan and each has
its distinct characteristics, we will address each company separately in order to account for the
differing views and proposals.

CHICHESTER TELEPHONE COMPANY (DR 84-285)

Chichester Telephone Company ("The Company") filed a tariff for the sale of equipment on
October 2, 1984. The tariff provides for the conditions and charges applicable to the transfer of
ownership to customers of qualified station equipment, which comprises all single and party line
residential and business station equipment leased from the Company, excluding inside wire. The
tariff proposes to exclude the sale of single-line telephones connected to or used with key or
multi-line (complex) equipment, except when sold in conjunction with complex equipment.

The plan further proposed to continue to offer existing customers the option of leasing their
single line, party line and complex telephones or equipment. The equipment could be purchased
or retained on a monthly lease basis. Coin phones were excluded. The Company stated that the
equipment offered was intended for sale to subscribers of telecommunications services of
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Chichester Telephone and is not offered as being compatible with the equipment of any other
telephone company or key telephone system.

All customers who lease qualified stations equipment were to be notified that they had three
options regarding their qualified station equipment.

1. The customer may elect to return the Qualified Station Equipment to the Telephone
Company and purchase Telephones from another source.

2. The customer may elect to purchase the Qualified Station Equipment in place by notifying
the Telephone Company of his intent.

3. The customer may elect to retain the equipment on a monthly lease basis as specified
elsewhere in the tariff.

The plan proposed to continue to lease equipment to customers should they fail to notify the
Company of the intent to purchase in-place station equipment. Any customer who notified the
Company of the intent to purchase would pay for the station equipment through twelve (12)
equal monthly installment payments. The purchase price was to be based upon average net book
value, by type of equipment, as of April 30, 1984 and was not to be priced less than average net
book value. Title and risk of loss or damage were to pass to the customer when he notified the
Company that the offer to purchase was accepted under the terms and conditions of the filed
tariff. At that time the Company would have no liability for the repair or replacement of the
equipment except that the telephones purchased in place would be warranted by the Company
for a period of 30 days from the date of purchase. Repaired or replaced station equipment would
receive an additional 30 day warranty to begin on the day of repair or replacement. The plan
further provided for the purchase of additional phones from Company inventory with payment in
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full required. The monthly payment plan would not be available for inventory equipment.

Payment for in-place qualified station equipment would be accomplished at one of the
following options:

1. Payment in full at time of purchase.

2. Monthly payment billing program to commence with the first bill after notification by the
customer of intent to purchase.

3. Prices:

In-place purchase price: Monthly payment $ .90 for 12 months. Inventory purchase price
$10.80.

4. Type of Qualified Station Equipment
Desk telephone, rotary dial. Wall telephone, rotary dial.

In the event that a customer were to terminate service or be disconnected for non-payment of
a bill before all monthly payments for station equipment were made he would be billed the full
purchase price less any payments made to date. If a customer were reinstated with service and he
had not paid the outstanding amount due on the in-place sale, the monthly billing would be
reinstated until the purchase

Page 29

price has been recovered. The Company would not terminate telephone service for
non-payment of the bill which related to the purchase of station equipment.

Through data requests by staff the Company has stated that it has purchased less that $800
worth of new deregulated equipment since December 31, 1982 and that deregulated equipment
has not been maintained through separate accounts. The Company planned to separate regulated
and deregulated activities beginning January 1, 1985. The approximate book value of embedded
customer premises equipment at June 30, 1985 is $10,296. The Company proposes to account for
the proceeds from telephone sales as salvage to be credited to the accumulated depreciation
reserve account. Any net gain or loss realized on the transaction would be transferred to
operating income or loss.

In accordance with the plan detailed earlier in this decision, the Commission finds that
Chichester Telephone Company should file revised tariffs to allow customers to purchase
in-place station equipment at net book value less any applicable investment tax credits and
deferred taxes as of December 31, 1985. The calculation of the sale price should be submitted to
this Commission by March 1, 1986, along with an estimate of the time required to complete the
sale. The customer should be allowed to purchase his equipment by applying the monthly lease
charge until the previously mentioned value is fully recovered. Customers should also be
allowed the option to purchase their equipment outright in lieu of through the monthly lease. The
warranty provisions and the disconnect provisions as filed by the Company will be accepted. On
or about December 31, 1986, the Company will file a status report of the station equipment
accounts with this Commission. At that time provision will be made, based upon the status, to
transfer any residual value, including deferred taxes, to non-regulated accounts. In the event
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there are any residual values that have or have not been accounted for, this Commission will
provide for a period of amortization of the same. In no event will this plan allow for the sale to
extend beyond December 31, 1987. It is our inten- tion, based upon the data which we have
received, that the sale of in-place equipment will have been accomplished by December 31,
1986.

CONTINENTAL TELEPHONE COMPANY OF NEW HAMPSHIRE
(DR 83-290)

Continental Telephone Company (Contel) filed proposed revisions to its tariffs to sell certain
customer premises equipment on September 1, 1983. That plan was approved by this
Commission on March 21, 1984 after notice and hearing. Contel proposed a sales plan for certain
single-line instruments comprising all single-line residential and business station equipment
leased from the Company, excluding inside wire, single-line station equipment associated with
PBX or multi-line equipment, telemergency, municipal services, coin, data, paging, Ericofones,
impaired hearing equipment, outdoor equipment, or Official Company station equipment. The
plan provided for a 30-day notification period after which the Company would transfer
ownership of all qualified station equipment to the subscriber. The subscriber would pay
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for that equipment through installment payments equal to their existing lease rates until the
purchase price had been recovered. The purchase price was based on net book value at the time
the plan was approved. The customer was to be given a 30-day period in which to elect to return
all or a portion of the station equipment, but equipment may not be returned and will not be
accepted for return after the thirty (30) day period. A thirty (30) day warranty was provided from
the date of ownership. If a customer terminated services subsequent to the date of transfer of
ownership, he was to be billed the full net book value less any payments made to date. The
Commission allowed Contel's plan on March 21, 1984 and provided a notice period of ninety
(90) days wherein customers could consider their ownership option, and return all or portions of
their equipment. We further provided that Contel could not terminate telephone service for
nonpayment of the bill which relates to the purchase of their telephone equipment. The ninety
(90) day period recognizes that some New Hampshire residents are absent from the state for
periods in excess of thirty (30) days.

Contel has advised this Commission that as of November 30, 1985 it has approximately
$35,000 of investment, at net book value in its rate base. The majority of this investment is for
approximately 27 key systems with approximately 160 key phones. The remainder represents
various standard phones, automatic dialers, speakers, etc.; all PABX investment is fully
depreciated.

Contel proposes to deregulate this CPE and remove all related investment, revenue and
expenses from regulated operations effective January 1, 1986. All investment would be
transferred "below-the-line™ at net book value and all future revenues and expenses would be
recorded "to below the line accounts. Continental takes the position that net book value is the
appropriate valuation methodology to be used in this transfer since the majority of the equipment
is technologically obsolete, having little, if any, fair market value. Contel also proposes that with
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the filing of the compliance tariff in Docket No. 85-219, its present rate case, it would remove all
terminal equipment offerings from its tariff.

Continental Telephone Company will be required to transfer its remaining investment in
customer premises equipment concurrent with the filing of a compliance tariff in Docket No.
85-219. Prior to that date, Contel will be required to file a method for valuation of its remaining
investment. Such valuation should include the actual book value, the associated depreciation
reserve and associated deferred taxes. The estimated remaining service life should also be
submitted.

DUNBARTON TELEPHONE COMPANY
(DR 84-282)

On October 1, 1984, Dunbarton Telephone filed proposed tariff revisions related to the sale
of regulated embedded station equipment and specialty products. The telephones and equipment
to be sold are intended for use with the telecommunications network, excluding coin services.
All station equipment, other than those purchased in-place, would be available for inspection and
sale at the Company office. Title and risk of loss or damage pass to
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the customer upon delivery of the equipment to the customer or his agent or when the
customer notifies the Company that the offer to purchase in-place equipment is accepted.
Equipment sold is to be warranted for thirty (30) days. The tariff provides that customers may
bring or mail equipment needing repair to, and may pick up replacement equipment, at the
Company during established working hours and call for equipment at the same location when
repairs are complete. Repaired equipment can be shipped to the customer at his expense. The
selling price does not include charges for associated services or equipment. Single-line
telephones and specialty equipment, other than purchased in-place, may be returned for refund
within ten (10) days from the date of purchase, provided the returned product is undamaged,
unaltered and in the original packing case. Single-line telephones and specialty products sold
inplace are not eligible for refund. The Company has filed the following schedule for the sale of
embedded equipment. All new phones purchased after January 1, 1983 have been leased or sold
on a deregulated basis.

The following rates and charges do not include charges for associated services or equipment.
Payment for embedded equipment sold under this section would be accomplished by one of the
following options:

1. Payment in full at time of purchase.
2. Special installment billing program for inplace telephones.
Specialty Products

Prices for the sale of Specialty Products would be negotiated based upon the Net Book Value
then in effect less any costs incurred for reconditioning as appropriate.

The Company proposes to sell its inplace sets by applying the monthly lease charge for a
period of fourteen (14) months as the purchase price unless the customer pays in full at one time
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or returns the equipment within thirty (30) days after being notified. The prices that the
Company has proposed are based upon recovering the net book value as of December 31, 1983.
Those amounts are stale and thus Commission will expect the Company to file revised tariffs
based upon the net book value less investment tax credits and deferred taxes applicable to CPE,
as of December 31, 1985. Once those fig- ures are supplied the appropriate period for recovery
of embedded equipment costs can be established. Two years of activity have occurred in account
231 and the appropriate depreciation reserve and deferred tax accounts. The calculations of
revised sale price should be submitted to this Commission by March 1, 1986, along with an
estimate of the time required to complete the sale of embedded CPE. The customer will be
allowed to purchase his equipment by applying the monthly lease charge until the revised sales
price has been fully recovered. Customers will also be allowed to purchase their equipment
through a one-time payment. The warranty provisions and disconnect provisions will be
accepted as filed.

After a filing of new sales prices has been made and accepted, appropriate bill stuffers should
be sent to each customer which clearly outline his options, as approved by this Commission.
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GRANITE STATE TELEPHONE
(DR 84-289)

On October 1, 1984, Granite State Telephone (the "Company") filed a proposed tariff
providing for the sale of in-place embedded telephone equipment to existing customers, effective
November 1, 1984.

The filing provided existing customers with the opportunity to purchase their qualified
station equipment inplace or to continue leasing their equipment on a regulated basis. Qualified
station equipment included all singleline and party-line residential and business stations
equipment, key telephone systems or multi-line complex equipment and auxiliary equipment.
The sale of single-line telephones connected to key or multi-line equipment was excluded from
this offer, except as sold in conjunction with complex equipment.

The customer would have three options:

1. The customer may elect to return the equipment to the telephone company and purchase
telephones from another source.

2. The customer may elect to purchase the equipment in-place by notification to the
telephone company of his intention.

3. The customer may continue to lease the equipment on a regulated basis.

The Company proposed a price schedule by type of equipment which detailed the price and
monthly payment schedule for in-place sets in addition to a price for equipment in inventory.
The prices proposed reflected what the Company felt were fair market conditions at the time of
the filing, which the Company claims are at no time less than average net book value. The
customer was given the option to purchase in-place equipment in one lump sum or in three equal
monthly installments. A thirty (30) day warranty for equipment purchased that was applicable to
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defects that rendered the equipment inoperable was proposed. Maintenance services, either
repair or replacement, would receive an additional 30-day warranty period after such work had
been completed. Telephone service would not be terminated for nonpayment of that part of the
bill which was related to the purchase of equipment.

On October 8, 1985, Granite State Telephone submitted testimony which proposed revised
purchase prices for equipment in-place and in inventory. A fair market value price was proposed
which was developed using average net book value plus an additive which would bring the
purchase price to a competitive level based on current market conditions. It is claimed that the
purchase price is approximately twice the average net book value. A sixty (60) day purchase
time period was proposed, after which all unsold equipment, both in-place and in inventory,
would be transferred at net book value to a separate affiliate, Granite State Telatron. The
Company claims that the transfer price at net book value is reasonable because it reflects a
wholesale cost to Granite State Telatron. They further claim that additional expenditures will be
required to market the equipment. Granite State Telatron, the
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unregulated affiliate, would offer the equipment on a lease or purchase basis.

It is this Commission's intention to comply with the schedule for deregulation of station
equipment by the independent telephone companies in this state. It is also our intention to
provide for the deregulation on a basis that is fair to ratepayers and the investor. Granite State
Telephone has asked to sell its embedded equipment at a value in excess of net book value. This
methodology would provide a salvage value greater than net book value and, therefore, would
result in a lowering of net book value. Therefore, net book value would be lowered for the
amount to be transferred to the unregulated affiliate. We find that proposal to be unfair and
unequitable to the ratepayer. The ratepayer has paid rates which contributed to the depreciation
reserve through depreciation expense. It would be inappropriate to ask the ratepayer to pay
higher salvage, contributing to the depreciation reserve, and to transfer the benefit to an
unaffiliated company. The FCC has set guidelines which provide for the ratepayer to share in
any gains or losses from the sale of sets, in accordance with the Democratic National Committee
decision (158 U.S.App.D.C. 7, 485 F.2d 786).

In accordance with the principles set forth in the initial portion of this decision, Granite State
Telephone is ordered to provide this Commission with the net book value of its embedded
telephone equipment as of December 31, 1985. That report will be required by March 1, 1986
along tariffs designed to collect the net book value from customers, either by outright purchase
or by applying the monthly lease rate over an appropriate period of time until net book value is
fully collected. By applying the lease rate to the net book value the Company should assure that
more of the equipment will be sold. The Commission will be further assured that any residual
value to be transferred to the separate affiliate will not provide subsidization and possibly
indirect competition to utility operations.

The March 1, 1986 filing should provide a period of sixty (60) days for customers to make
their choices and should provide adequate notification of the plan. The Commission will expect a
report on the results of the sale of embedded equipment and the status of the applicable accounts
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by December 31, 1986, in order that provisions can be made to amortize any account balances
and to determine the valuation at which embedded equipment should be transferred to non-utility
operations. As stated earlier, we will adopt the accounting of the FCC as outlined in the Fifth
Report and Order. (see attachment)

KEARSARGE TELEPHONE COMPANY
(DR 84-57)

On March 5, 1984, Kearsarge Telephone Company (Kearsarge) filed its tariff related to the
sale of its in-place telephone equipment to subscribers. The filing included a separate plan for the
sale of in-place single-line equipment and for the sale of in-place complex terminal equipment.

Single-line equipment would be sold at net book value, plus a transaction charge. Any
number of in-place telephones may be purchased. The Company does not warranty that the
telephone equipment will be compatible with the equipment of any other
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telephone company or with party-line, key or PABX service. All equipment would be offered
with a thirty (30) day limited warranty. During the warranty period, any phone would have to be
returned to the telephone company for repair. If a premises visit is requested, service connection
charges apply. If a phone is handwired, no premises visit charge would apply. The Company
proposes that customers pay for the set at the time of purchase or be billed on their regular
monthly bill. A payment plan of three (3) monthly equal payments is proposed for purchases
totaling more than thirty dollars ($30).

The sale-in-place of complex terminal equipment is proposed to be sold at the Company's
discretion. The prices would be on a negotiated basis with the price, under ordinary
circumstances, not below net book value. The sale of complex equipment at below net book
value would be considered only after it was determined that such equipment is no longer
marketable at net book value and it is not anticipated that it will remain in-service at tariffed
monthly rates. Any incurred rehabilitation, installation, and administrative costs would be added
to the selling price. Payment would be in full at the time of purchase or when billed on the next
regular telephone bill. Payment in full would be billed on the customer's final bill in the event
that local exchange service is terminated and no regular monthly bill would be issued.

As we have provided for the other telephone companies, Kearsarge should update its net
book value to December 31, 1985. The Company shall submit the updated data by March 1,
1986, providing the net book value by type of equipment, along with associated investment tax
credits and associated deferred taxes. As it is our intention to transfer any residual equipment to
"below-the-line™ operations, we will transfer the associated investment tax credits and deferred
taxes. Therefore, we intend to provide the benefits of the credits to ratepayers through the
purchase price of the telephone credits.

In order to attain consistency among the independent telephone companies we shall order
Kearsarge Telephone to file tariffs which reflect the net book value less investment tax credits
and deferred taxes. The purchase price should be realized by allowing singleline in-place
customers the opportunity to continue payment of their monthly lease fees until the adjusted
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purchase price is realized. The Company will be allowed to negotiate a sales price for complex
in-place equipment.

The Commission's goal is to establish a sale and transfer of embedded customer equipment in
a time frame which will be accomplished as soon as possible. It is also our intention to transfer
the equipment at a price that will not subsidize below-the-line operations and to provide
customers the easiest method to purchase their equipment. By providing customers the
opportunity to purchase their equipment by applying the monthly lease rate, we feel that we will
be assuring the highest possible transfer of equipment to customers and minimizing the
possibility of amortization of stranded investment.

MERIDEN TELEPHONE COMPANY

(DR 85-357)

Upon receipt of tariff filings from the majority of independent telephone
Page 35

companies regarding provisions for the sale of their embedded telephone equipment, the
Commission issued an Order of Notice setting all cases for hearing on September 10, 1985. This
was subsequently deferred until October 15, 1985. For unknown reasons, Meriden failed to file
tariff revisions as had other independent telephone companies. This was discovered subsequent
to the Order of Notice setting the October 15 hearing. A separate Order of Notice was issued to
Meriden Telephone Company on October 9, 1985 enjoining that company to participate on
October 15, with any testimony or exhibits filed on that date.

Meriden failed to appear at said hearing and has not filed any testimony or exhibits. Based
upon this Commission decision on other like telephone utilities, it will direct Meriden to follow
standardized procedure regarding sale of embedded telephone equipment. Our order will issue
accordingly.

MERRIMACK COUNTY TELEPHONE
(DR 84-281)

On October 1, 1984, Merrimack County Telephone Company (the "Company") filed a tariff
to provide for the sale of embedded terminal equipment to its subscribers. The proposed program
allows the Company to sell single-line telephones, specialty equipment and complex terminal
equipment at a fair market value based on the current net book value. An ongoing program was
offered by which equipment would be offered as long as saleable equipment was available. The
Company's plan for specialty products and complex terminal equipment was to provide the
customer with the option to purchase or continue leasing at tariffed rates.

Single-line telephones would be offered both from inventory and on an in-place basis.
Telephone sets sold from inventory would be refurbished and offered as long as available. The
sale of in-place telephone sets would be a closed term offering. In-place singleline telephones
associated with singleline business and residence services would be offered for sale to current
subscribers for a period of sixty (60) days from the effective date of the filing. During that period
all customers would receive information notifying them of the option and asking them to choose
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one of the following options:
1. Purchase their telephone(s) inplace.
2. Turn in embedded Company owned telephone(s) and purchase their own phone elsewhere.
3. Turn in embedded Company owned telephone(s) and lease a deregulated set(s).
The Company offered three (3) payment plans:
1. Payment in full at the time of purchase.
2. Purchase amount to be billed on the first months regular telephone bill.
3. Special installment billing program.

Under the special installment billing program the customer would be billed for embedded
sets for twelve (12)
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months at the current monthly tariff rate. Any customer who had not specified a purchase
option by the close of the offering would be automatically enrolled in the special installment
billing program. All equipment would be covered by a 30-day warranty from the date of
purchase. The warranty for single-line telephones and specialty products was limited to electrical
components and labor required to properly repair them.

The Company has estimated that there would be a loss of revenue of $80,691, which would
be offset by a reduction of $84,433 in maintenance expenses. The prices for in-place, single-line
phones were based on the net book value as of December 31, 1984. Net book value was derived
by pricing equipment based upon 1983 inventory prices. Inventory prices were applied to the
number of telephones and then applied to the net book value to arrive at a price per phone.

As approximately one year has transpired since the original filing, the Company will be
required to file an updated filing using the adjusted net book value as of December 31, 1985.
Adjusted net book value is defined as net book value less investment tax credits and deferred
taxes. A filing of a revised tariff pages at the updated value will be filed by March 1, 1986. A
transaction fee of $5 may be added to the cost of each transaction. The transaction fee will apply
to each transaction regardless of the quantity of telephones. The transaction fee should not be
charged to any subscriber who purchases his phone by payment in full or by billing on the first
monthly bill. Specialty equipment and complex terminal equipment will be negotiated based
upon the adjusted net book value, plus any costs incurred to recondition.

Customer will be allowed a period of 60 days from March 1, 1986 to make a decision
whether to purchase or return their telephones. Any customer who has not acted within the 60
day period will be enrolled in the monthly lease program, at current lease rates, until the
purchase price has been fully recovered. Payment in full will be required for any customer who
terminates service or is disconnected for non-payment.

UNION TELEPHONE COMPANY
(DR 84-229)
Union Telephone Company filed tariff revisions on October 5, 1984 to provide conditions
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and charges applicable to the transfer of ownership to customers of qualified station equipment,
which includes single-line, party line and business station equipment leased from the Company.
The offering excluded single-line telephones connected to or used with key or multi line
(complex) equipment, unless sold in conjunction with complex equipment.

The tariff provided for customers to continue the option of leasing their equipment.
Customers could purchase equipment or retain them on a monthly lease basis. Telephones and
equipment, other than those purchased inplace, were available for inspection and sale. The
equipment offered was intended for sale to subscribers of this Company and was not offered as
being compatible with any other telephone company or key telephone system.

Customers would be notified that they had three options:
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1. The customer may elect to return the qualified station equipment to the Telephone
Company and purchase new equipment from any source.

2. The customer may elect to purchase the qualified station equipment in-place by notifying
the Telephone Company of his intent.

3. The customer may elect to retain the equipment on a monthly basis as specified elsewhere
in this tariff.

When notification of the intent to purchase was received, the customer was to pay for the
qualified station equipment through three equal installments. The purchase price was to be no
less than the net book value by type of equipment as of June 30, 1984. Title of risk of loss or
damage was to pass to the customer when he notified the Company that the offer to purchase was
accepted.

Equipment purchased in-place was to be warranted for a period of 30 days from the date of
purchase. Equipment purchased from inventory would be warranted for 180 days.

Payments for in-place qualified station equipment were proposed by the following options.
Inventory equipment was to be paid for at the time of purchase.

1. Payment in full at time of purchase.

2. Monthly payment billing program to commence with the first bill after notification by the
customer of intent to purchase.

Prices of complex equipment and specialty auxiliary equipment were to be based upon no
less than the average net book value at the time of sale and was to be negotiated on a per
occasion basis. Cost incurred for reconditioning were to be charged in addition to the selling
price.

Any customer terminating service prior to completion of payments would be billed in full
less any payments made to date.

If a customer were disconnected, similar terms were proposed. The Company would not
terminate telephone service for non-payment of the bill which relates to the purchase of CPE.

Union Telephone Company filed data responses to staff's interrogatories which indicate that
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the net book value of station apparatus was $36,057. Analysis of the data presented indicate that
sets and accessories were over depreciated by $4,388 and key systems were under depreciated by
$11,858. Pay stations and company owned official equipment were still included in this account
with a net book value of $28,587. The Company witness testified that the transfer of the latter
had not been officially accomplished in order to provide continuity to annual reports and for
comparative purposes. The Company will be expected to transfer pay station and official station
equipment to the proper accounts immediately.

The Company's sales plan would result in a reserve balance in excess of the plant in service.
It is this Commission's intention that a fair balance be achieved between ratepayers and
investors. In this case any equipment transferred to unregulated activity would have no book
value. Union Telephone Company will be ordered to file updated tariff revisions for the sale of
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embedded equipment by March 1, 1986, based on adjusted net book value. A status report
detailing the activity in account 231 and associated depreciation reserve will be submitted. A
plan for the valuation of embedded equipment in inventory will be filed so that the Commission
can determine the appropriate action to take when transferring any surplus equipment to
nonregulated accounts.

Complex terminal equipment may be sold by negotiation based on adjusted net book value
and any refurbishing costs.

WILTON TELEPHONE COMPANY
(DR 84-377)

On December 11, 1984, Wilton Telephone Company (the "Company") filed tariff revisions
outlining procedures to be followed for the sale of telephone equipment from inventory and on
an in-place basis. The filing provides for the Company to offer single-line telephones from its
embedded base at a fair market value based on the net book value. In-place single-line
telephones would be offered for sale to current subscribers for a period of 90 days. During the
period all current subscribers would be provided information about the offering and requesting
them to select one of the following options:

1. Purchase their telephones inplace.

2. Return their present companyowned telephones and purchase their own phones from the
company or elsewhere.

3. Return the company-owned telephones and lease a deregulated telephone.

The Company offered the following payment options:

1. Payment in full at time of purchase.

2. Full purchase amount to be billed on first months regular telephone bill.

3. Special installment billing plan.

The Special Installment Billing Plan would allow payment of the purchase amount over a 12
month period on the regular monthly bill. Customers who did not specify a purchase option at
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the close of this offering will be automatically enrolled on the Special Installment Plan.

Specialty products and complex terminal equipment were proposed to be purchased or leased
continued at the subscribers option. Prices governing the sale of these items would be negotiated
with the customer at the time of the sale based upon the net book value then in effect, including
any costs incurred for reconditioning.

All equipment offered for sale in this filing is covered by a 30-day warranty from the date of
purchase. For singleline telephones and specialty products this warranty is limited to the
electrical components and required labor to properly repair them. Warranty repair of complex
equipment will cover any repairs required to correct defects in such equipment.

As approximately one year has transpired since the original filing, the Company will be
required to file an updated filing using the adjusted net
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book value as of December 31, 1985. Adjusted net book value is defined as net book value
less investment tax credits and deferred taxes. A filing of new tariff pages at the updated value
will be required by March 1, 1986. A transaction fee of $5 may be added to the cost of each
transaction. The transaction fee will apply to each transaction regardless of the quantity of
telephones. The transaction fee should not be charged to any subscriber who purchases his phone
in-place by payment in full at the time of purchase or purchased by billing in the first monthly
bill. Specialty equipment and complex terminal equipment will be negotiated based upon the
adjusted net book value, plus any costs incurred to recondition.

Customers will be allowed a period of 60 days from March 1, 1986 to make a decision
whether to purchase or return their telephones. Any customer who has not acted within the
60-day period will be enrolled in the monthly lease program, at current lease rates, until the
purchase price has been fully recovered. Payment in full will be required for any customer who
terminates service or is disconnected for non-payment.

All of the general descriptions and regulations related to system compatibility, title,
warranty, returns, etc., were similar to those proposed by the other telephone companies.

The prices offered for in-place telephones and single-line telephones in inventory is based
upon net book values which are outdated. As with all of the other companies, a new filing will be
made by March 1, 1986 based upon December 31, 1985 adjusted net book value (described
previously).

The Commission will require each of the above companies to file tariff revisions and
information required by March 1, 1986. That schedule will provide each company with adequate
time to determine the information requested. The March 1, 1986 date will also provide each
company with adequate time to transfer the ownership of customer premises equipment to
customers or to deregulated operations. The filings will aid the Commission in determining a
schedule for each company which will result in the transfer of CPE by December 31, 1987.

Our order will issue accordingly.
APPENDIX
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Part 31, "Uniform System For Class A and Class B Telephone Companies," is amended as
follows:

1. Section 31.01-3, "Definitions," is amended to add new items (x) and (cc), and to renumber
the old items (x) -(aa) as (y) - (bb), and to renumber old items (bb) -(kk) as (dd) -(mm).

§31.01-3 Definitions.

R i e e S

(x) "Nonregulated activities" refers to those activities of a subject telephone company which
are not common carrier telecommunications products and services subject to the tariff
requirements contained in Title 11 of the Communications Act of 1934, as amended, and common
carrier telecommunications products and services tariffed by the state commissions.

E R I S S e

(cc) "Regulated telephone service" refers to those activities of subject
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telephone companies that are subject to the tariff filing requirements of Title 11 of the
Communications Act of 1934, as amended, and common carrier telecommunications products
and services tariffed by the state commissions.

2. Section 31.100:1, "Telephone plant in service," is revised to read as follows:
831.100:a Telephone plant in service.

This account shall include the original cost of the company's property used in regulated
telephone service or shared with nonregulated activities at the date of the balance sheet as
classified under accounts 201 to 277, inclusive. (Note also §831.2-20, 31.2-21, 31.106 and
31.524.)

3. Section 31.103, "Miscellaneous physical property,” is revised to read as follows:
831.103 Miscellaneous physical property.

This account shall include the company's investment in physical property other than property
the investment in which is includible in accounts 100:1, "Telephone plant in service," 100.2,
"Telephone plant under construction,” 100.3, "Property held for future telephone use,” 100:4
"Telephone plant acquisition adjustment,” and 106, "Nonregulated investments." It shall include
the company's investment in regulated telephone property retired and held for sale.

4. Section 31.2-20 "Purpose of telephone plant accounts,” is revised by adding the following
after item (d):

831.2-20 Purpose of telephone plant accounts.

R i e e

d)*****

(See also §31.106)
5. Section 31.106, "Nonregulated investments,™ is added to read as follows:
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831.106 Nonregulated investments.

a) This account shall include all of the carrier's investment in physical property, both in
service and in stock, together with related allowance for depreciation that is used or held entirely
for other than regulated communication services. It shall include the amount of all assessments
for the construction of public improvements levied against nonregulated physical property
utilized in nonregulated operations. This account shall include, as a receivable, costs including
taxes incurred on behalf of nonregulated operations, and, as a payable, costs incurred by the
nonregulated business on behalf of regulated operations. This account shall reflect net income or
loss on nonregulated activity.

(b) This account shall be subdivided as follows:
106:01 Permanent investment
106:02 Receivable/payable
106:03 Current net income or loss.
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6. Section 31.122, "Materials and Supplies,” (a), and Note E are revised and (e) is added, as
follows:

831.122 Materials and supplies.

() This account shall include the cost (consideration being given to the adjustments outlined
in paragraphs (b), (c) and (d), and Notes A, B, C, D and E) of unappropriated material and
supplies held solely for use in regulated communications services or shared with nonregulated
activities (including plant supplies) and of material and articles of the company in process of
manufacture for supply stock. (See also Note E to this account.)

R S e e

(e) This account shall be subdivided as follows:

8122:01 Materials held solely for use in the carrier's operations or shared with nonregulated
activities.

122:02 Materials in process of conversion
122:03 Undistributed supply expenses.

Note E: This account shall not include items in stock which are includible in account 231,
""Station apparatus,” or account 106, "Nonregulated investments.” Materials in stock that are
normally used for the repair of regulated station apparatus shall be includible in account 605,
"Installations and repairs of station equipment,” if company-held, and in this account if in stock
and held by others.

7. Section 31.124 is removed.
8. Section 31.231, "Station apparatus,” is amended to revise paragraph (a) as follows:
§31.231 Station apparatus.
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() This account shall include the original cost of station apparatus, including small private
branch exchanges installed for customers' use. (Note also accounts 221, 235 and 262). This
account shall also include the cost of materials in stock which are normally used as station
apparatus or additions thereto, as distinguished from items normally issued for repair purposes.
(Note also accounts 106, 221, 235 and 262.) Items included in this account which are normally
used as station apparatus shall remain herein until finally disposed of or until used in such
manner as to be includible in other accounts.

* kK k k%

9. Section 31.232, "Station connections - inside wiring," is amended by revising Note A as
follows:

§31.232 Station connections - inside wiring.

R I S e S

Note A: Costs charged to this account prior to October 1, 1981, in connection with inside
cabling are restricted to cables used in station installations instead of wires, such as those that
run from wall outlets or floor terminals to the station apparatus, and to cables used in installing

Page 42

small private branch exchanges. (See also accounts 106, 221, 235, 262 and 317.) The cost of
wires or cabling used in installing equipment includible in account 234, "Large private branch
exchanges," shall be included in that account and shall not be included in whole or in part in
account 232. (See also accounts 106, 221, and 262.) The cost of riser and distributing cables,
including associated cross-connection boxes, terminals, distributing frames, etc., is chargeable to
account 242:1, "Aerial cable.”

I
10. Note E of Section 31.234 is removed.

11. Note B of Section 31.235 is removed.

12. Section 31.241, "Pole lines," is amended by removing the Note.

13. Note C of Section 31.242:1 is removed.

14. Note F of Section 31.242:2 is removed.

15. Note C of Section 31.242:3 is removed.

16. Note B of Section 31.243 is removed.

17. Note C of Section 31.244 is removed.

18. Section 31.3-30, "Purpose of income accounts," is revised as follows:
831.3-30 Purpose of income accounts.

The income accounts (300 to 380, inclusively) are designed to show as nearly as practicable
for each calendar year the total operating revenues; the total operating expenses; the income and
other operating taxes of the company; the income from securities owned; the net income from
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property not used in the company's communication operations; amounts accrued for interest
costs; credits from interest charged to construction; miscellaneous income; expenses, and taxes;
rents from and for operating property; profit or loss from nonregulated activities; and
extraordinary and delayed income credits and charges. The net balance in the income accounts
shall be cleared to account 400, "Balance transferred from income accounts.”

19. Section 31.316, "Miscellaneous income," is revised to read as follows:

831.316 Miscellaneous income.

This account shall include all items not provided for elsewhere, properly credited to income.
ITEMS

(Note 831.01-8)

Fees collected in connection with the exchange of coupon bonds for registered bonds.

Profits from the telephone operations of other companies realized by the company under
contract.

Profits realized on the sale of temporary cash investment.
20. Section 31.317, "Income from nonregulated activities," is added as follows:
831.317 Income from nonregulated activities.
() This account shall be used by those companies who, according to
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our rules, can engage in offering customer premises equipment, and enhanced services and
other nonregulated activities without establishing a separate subsidiary for that purpose.

(b) All revenues and expenses (including taxes) incurred in these nonregulated activities
shall be recorded on separate books of account).

ORDER
In consideration of the foregoing report, which is made a part hereof; it is

[2] ORDERED, That Chichester Telephone Company be, and hereby is, authorized to sell its
Qualified Customer Premises Equipment (CPE), subject to the following conditions:

a. CPE will be priced at the adjusted net-book value as of December 31, 1985.

b. Optional payments shall comprise lump sum (to appear on the first statement following
notice of intent to purchase) or installments based upon current monthly lease fees. (Equipment
from inventory is excluded from installment plan.) Those not willing to buy in-place CPE will
return same to the Company.

c. A transaction fee not to exceed $5.00 may be added to installment purchases to cover
added administrative costs.

d. Subscribers will be notified of their options no later than March 1, 1986, and will be
allowed 60 days to indicate their intent to purchase or return CPE to the Company.
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e. Subscribers failing to choose an option by the end of the prescribed sales period shall be
considered installment purchasers.

f. All revenues from the sales shall be handled as salvage and credited to the depreciation
account. Transaction fees will be credited to "other operating revenues".

g. Following the 60-day selection period, Chichester will transfer any remaining CPE to an
unregulated or below-the-line operation. An accounting shall be made to the Commission at that
time with the status of the depreciation accounts, its associated reserve and deferred taxes,
identifying any over- or underrecovery.

and it is

FURTHER ORDERED, that the following revised pages of the Chichester Telephone
Company Tariff No. 3 be, and hereby are, rejected: Section 3, Original Sheets 20 through 24;
and it is

FURTHER ORDERED, that Chichester Telephone Company file 1st Revised Pages 20
through 24 of its Tariff No. 3 incorporating the requirements of this Report and Order, such
revisions to bear an effective date of January 1, 1986.

By order of the Public Utilities Commission of New Hampshire this ninth day of January,
1986.

NH.PUC*01/12/87*[60225]*72 NH PUC 18*Continental Telephone Company of New Hampshire, Inc.

[Go to End of 60225]

72 NH PUC 18

Re Continental Telephone Company of New Hampshire, Inc.

DE 86-275
Order No. 18,538

New Hampshire Public Utilities Commission
January 12, 1987

PETITION by a telephone utility for condemnation of certain property owners' rights to enforce
restrictive covenants and for determination of the value of the property rights to be taken;
granted.

1. EMINENT DOMAIN, 8 5 — Right to appropriate property — Necessity as a factor —
Restrictive covenants.

[N.H.] The commission found that condemnation of certain property owners' rights to
enforce a covenant against commercial development of a parcel of land which a telephone utility
had contracted to purchase for the purpose of erecting a remote switching station was necessary
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where uncontested evidence indicated that: (1) the telephone utility would expect increased
Page 18

demand for service proximate to the parcel to be developed; (2) present facilities were
inadequate to meet demand in the area surrounding the land to be developed for single, rather
than party line service; (3) alternative technology would be impractical; (4) alternative sites
would be more costly to purchase or would require condemnation; and (5) development of an
alternate site would require a zoning variance of the sort already secured for the parcel in
question. p. 21.

2. EMINENT DOMAIN, § 8 — Compensation — Value of improvement enabled by
condemnation.

[N.H.] The commission held that construction of a telephone company's remote switching
facility on a parcel of land surrounded by land owned by persons with the right to enforce a
covenant against such development enhanced the value of those surrounding lands to the extent
that those property owners' rights could be taken without further compensation. p. 21.

APPEARANCES: For Continental Telephone Company of New Hampshire, Thomas C. Platt I,
Esquire; for the State of New Hampshire Public Utilities Commission Staff, Edward J. Schmidt
and Mary C. Hain, Esquire.

By the COMMISSION:
REPORT
|. PROCEDURAL HISTORY

This action was initiated on October 16, 1986 by a petition of Continental Telephone
Company of New Hampshire, Inc. (hereinafter the Company or Contel) to condemn certain
restrictive covenants pertaining to the use of a parcel of land owned by Laura Mae Johnson and
Ray Gardner Johnson in Deering, New Hampshire. Contel proposes to construct a concrete
utility building on the parcel to house telephone switching equipment.

On December 4, 1986 an Order of Notice was published on this matter in The Messenger, a
paper having general circulation in that portion of the state in which the parcel is located. An
attested copy of the Order of Notice was also mailed to the last known address, by registered
mail, with personal return receipt requested to all persons with said restrictive covenants in their
deed and to any additional abutters as defined by N.H. Rev. Stat. Ann. 8§672:3 (1984).

The Order of Notice identified the lot in question by description, location, and owner. It set a
hearing for December 17, 1986. The Notice stated that the issues to be decided at the hearing
were: The necessity of the condemnation pursuant to, inter alia, N.H. Rev. Stat. Ann. §371:4
(1984) and the compensation to be paid, pursuant to, inter alia, N.H. Rev. Stat. Ann. §371:4-a
(1984).

Prepared testimony and exhibits were filed pursuant to N.H. Admin. Code PUC §202.08.
None of the property right owners notified filed for intervention in this proceeding. The hearing
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on the merits was held on December 17, 1986.
Il. BACKGROUND

In their petition, the Company requested a decision on two issues: the necessity for
condemnation of certain restrictive covenants which apply to a parcel on which construction is
proposed and the amount of compensation to be given to the covenant owners for the loss of this
property right. This condemnation is not requested for the proposed construction site, Lot 8-A.
The petitioner has an outstanding purchase and sale agreement with the owners, Laura Mae
Johnson and Ray Gardner Johnson (the sellers) of Lot 8-A. The deed for this lot is dated August
21,1981 and is recorded in the Hillsborough County Registry of Deeds at Book 2871, Page 298.
The sellers have agreed to waive the right to enforce the covenant which they will retain by
virtue of their ownership of Lot 8 and due to their privity of contract with respect to Lot 8-A. Lot
8-A is part of a subdivision
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in which all of the lots are subject to a restrictive covenant.

The above mentioned restrictive covenants are title restrictions contained in the deeds to Lots
1-16, F, H, K, and L, and to a private roadway, which are located in the same subdivision as Lot
8-A. The identical restrictions apply to Lots A-E, G, | and J of an adjacent subdivision. The
petitioner questions the enforcement rights of the adjacent subdivision lot owners pertaining to
the proposed facility, but because the record title is not dispositive in this regard, the petitioner
asks us to condemn whatever rights they may have in Lot 8-A.

The petitioner mailed a waiver form and an explanatory cover letter to all of the above
mentioned lot owners. The waiver form was intended to act as consent to the relinquishment of
the Use Restrictions and of the Separate Lot Restriction, respectively. Only three of the lot
owners signed and returned these waiver forms.

The restrictive covenant states that ... no commercial activity shall be permitted...." on the
lots. There is also a town zoning ordinance which does not allow commercial activity on Lot
8-A. In addition, the zoning ordinance does not allow the lot size that the company has proposed
(Lot 8-A). The town has a historic district encompassing the area within one-quarter mile of the
Deering village. The proposed site was selected in an area outside the historic district ...

I11. POSITIONS OF THE PARTIES
A. Necessity

The Company argued that the proposed construction was the best use of the property. It
stated that the location of the two streams on the parcel made the property unsuitable for
residential use. Witness Duggan stated that the proposed lot would not support a septic system.

Contel submitted evidence that this construction is necessary to provide adequate telephone
service to the subdivision and surrounding area. A company witness testified that the company
estimates that 237 customers will be added to their network in this serving area in the next three
years. Its existing facilities are not adequate to serve these customers. The Company stated
further that it is currently unable to provide some four-party customers with private line service.
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The Company compared possible technologies which could be used to fill these service
requirements. It considered the economics of supplying this service out of the central office,
using T Carrier, and utilizing a remote switch. T Carrier was not chosen for three reasons: The
cable facility cost would be more expensive than with a remote switch, the Company would need
to build a large building, and the Company questioned whether there would be enough room in
the central office for the T Carrier related equipment. A remote switch was advocated over
supplying the service out of the central office because it would be more costly to extend each
customer's loop to the central office (which is five miles from the predicted growth area) than to
provide service using a remote switch located at the proposed site.

The parcel in question was chosen because of its proximity to the serving area which lies
primarily west and southwest of the Village of Deering. In addition, the Company has obtained a
purchase and sale agreement so condemnation of the site will not be needed. Alternative sites
within the village were not selected because such sites would be within the area identified by the
Town as a historic district, were not for sale or were more costly than the proposed lot.

Staff questioned whether a lot one mile west of the proposed site would be sufficient to
provide the service. Contel stated that it would suffice but that it would be more costly since the
additional cable necessary would cost $20,000 per mile (subject to size and gauge
considerations) and that the property one mile west of Lot 8-A is prime development land so it
would be more expensive and might require condemnation. Further, the land would be subject
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to the same zoning restrictions against commercial development and size. The Company did
not provide documentation of whether the same restrictive covenants were applicable to this
land.

The Company described efforts to purchase other land in the vicinity including a nearby
parcel owned by Reverend Daniel K. Poling. However, the land is subject to current use
taxation. If the owner were to change the current use of part of this property from open space by
transferring it to the Company, he would trigger a land use change tax under N.H. Rev. Stat.
Ann. §79-A:7 (1986) of 10 percent of the full value to be determined without regard to the open
space assessed value. Id. at I. This tax is in addition to the annual real estate tax and is due upon
the change in land use.

B. Value

Contel was the only party that produced a witness on the issue of valuation of the restrictive
covenants for proposed condemnation. The witness, Lawrence E. Duggan, a real estate appraiser
familiar with the area in question, expressed the opinion that the loss of the right to enforce the
covenant against this use of the particular lot did not have any value. He estimated further that
the property values of the restrictive covenant holders would be enhanced due to the availability
of private line telephone service.

The appraiser stated that, in his opinion, the condemnation of the property right with respect
to this lot and this construction would not release the general restrictive covenant against
commercial use as applicable to the subdivision. Staff asked whether other commercial uses
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were developing which were changing the residential character of the subdivision. The witness
stated that there were no other commercial uses in the subdivision, but noted the presence of a
Quonset hut and attached building used by the Deering Ski Mobile Association on a lot adjacent
to the subdivision.

IV. COMMISSION ANALYSIS
A. Necessity

[1] This Commission has the authority, whenever it is necessary for a public utility to
adequately provide service, to condemn property rights which are necessary for plant
construction. N.H. Rev. Stat. Ann. 8371:1 (1984). The Company has adequately proven the need
for a facility to provide service. This was shown by the existence of the four-party line customers
which have single line service requests which can not be provided by Contel and the projection
of future telephone service requests. The need to utilize this particular plot of land is shown by
the relative diseconomies of the other technologies and the extra expense which would be
incurred by locating the remote switch at alternate locations. There being no record evidence
contradicting the company's analysis, the Commission finds that the condemnation of the
restrictive covenants in the subdivision and adjacent subdivision lots is needed to allow Contel to
provide adequate service to its customers in the general area of the proposed site.

B. Value

[2] Where a public utility cannot agree with the owners of a right as to the necessity or the
price to be paid for the right, the Commission is empowered to make such determination. N.H.
Rev. Stat. Ann. 8371:1 (1984).

Adequate legal notice was given to the parties under N.H. Rev. Stat. Ann. §371:4. Each of
the property owners within the subdivision and those in the adjacent subdivision were notified of
the hearing on the merits by certified mail, return receipt requested. In addition, notice was made
by publication in The Messenger, a newspaper of local circulation. This additional notice was
not required under N.H. Rev. Stat. Ann. 8371:5 to notify property right owners, since all of these
owners were known.
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Since there was adequate notice to the parties, and because none of these parties made an
appearance or testified as to the need for the taking or the valuation of the property right, the
Commission's decision on these issues has to be based on record evidence which consists of the
testimony of the Company witness and the crossexamination conducted by the Staff. All relevant
and probative evidence of value was taken into consideration in determining the compensation
for the rights to be taken. N.H. Rev. Stat. Ann. §371:4-a.

Under N.H. Rev. Stat. Ann. 8371:5-b where the proceeding involves a partial taking, the
Commission must consider the value of the property before and after the taking. The Company
submitted unrebutted evidence that the restrictive covenant rights proposed to be taken had no
value under the circumstances and that the addition of the single line service which the
commercial use would facilitate would actually enhance the value of the respective properties.
For the above reasons, the Commission finds that the properties in question will be more
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valuable after the taking than before. Therefore, no compensation shall be necessary for the
taking of these property rights.

The Company argued that the cost of an alternative site would be effected by the imposition
of a land use change tax. This is not correct. Under the provisions of N.H. Rev. Stat. Ann.
879-A:7 VI (1986) the land use change tax is not assessed and the land is not considered
changed when the land is taken by "eminent domain or any other type of governmental taking

Adequate proof exists on the record to show that the Staff proposed one mile west site would
be more expensive to develop. Therefore, the site proposed by the Company is necessary. In
addition, the proposed site is preferred since it is not within the historic district and because the
Company has already obtained a variance of the portion of the zoning ordinance which limits the
size and the use of Lot 8-A.

The Commission would like to stress that the valuation given to these covenants should be
the exception and not the rule in future cases. There is rarely a taking that does not have some
value. The circumstances of this case, however, show that whatever value is attributable to the
taking is de minimus, which legally equates to no value whatever. Cro. Eliz. 353.

Our Order will issue accordingly.
ORDER
Upon consideration of the foregoing Report, which is made a part hereof, it is hereby

ORDERED, that Continental Telephone Company of New Hampshire, Inc. (hereinafter
Contel) will take by eminent domain the property right embodied in the restrictive covenants
against commercial use contained in the deeds to Lots 1-16, F, H, K, & L, the private roadway in
the subdivision and it shall take by eminent domain the property right embodied in the restrictive
covenant against commercial use contained in the deeds to Lots A-E, G, | and J of the
subdivision adjacent to the subdivision containing Lot 8-A, said Lot 8-A being that Lot which is
a subdivision of Lot 8 which is recorded in Book 2871, Page 298 of the Hillsborough County
Registry of Deeds, described as "... Lot #8, containing 6.56 acres, as shown on "Plan of Lots in
Deering, New Hampshire, owned by Laura M. Johnson, R.F.D. #1, Box 164, Hillsborough, New
Hampshire 03244, Scale 1" = 50; June 1979, Revised July 31, 1979, Donald R. Mellen,
Surveyor, Hillsborough, N.H." said plan being recorded in the Hillsborough County Registry of
Deeds as Plan #12,514 ...." solely for the purposes of this remote switching construction project,
that is to say the restrictive covenant right owners will still maintain the ability to apply these
covenants against each other and against this property with respect to future and commercial
uses and; it is

FURTHER ORDERED, that Contel shall file a certified copy of the petition for
condemnation and this Report and Order in the Registry of Deeds in the County of Hillsborough,
State of New Hampshire.
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By Order of the Public Utilities Commission of New Hampshire this twelfth day of January,
1987.
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NH.PUC*01/21/87*[60257]*72 NH PUC 23*Southern New Hampshire Water Company

[Go to End of 60257]

72 NH PUC 23

Re Southern New Hampshire Water Company

DE 86-279
Order No. 18,542

New Hampshire Public Utilities Commission
January 21, 1987
ORDER nisi authorizing a water utility to extend its service area.

SERVICE, § 210 — Extension — Water — New territory.

[N.H.] A water utility was granted authority to extend its mains and service into an area
outside its then existing service area; no other water utility had a franchise right in the area
sought, and the utility had agreed that the new area would be served under its regularly filed
tariff.

By the COMMISSION:
ORDER

WHEREAS, Southern New Hampshire Water Company, a water public utility operating
under the jurisdiction of this Commission, by a petition filed October 21, 1986, seeks authority
under RSA 374:22 and 26, to further extend its franchise in the Town of Windham; and

WHEREAS, no other water utility has franchise rights in the area sought, and the Petitioner
submits that; the area will be served under its regularly filed tariff; and

WHEREAS, after investigation and consideration, this Commission is satisfied that the
granting of the petition will be for the public good; and

WHEREAS, the public should be offered an opportunity to file comments and/or request an
opportunity to be heard on the petition; it is hereby

ORDERED, NISI, that Southern New Hampshire Water Company be authorized pursuant to
RSA 374:22 to extend its franchise in the Town of Windham in the area presently served by the
Shady Brook Water Company as shown on a map on file in the Commission offices; and it is

FURTHER ORDERED, that all persons interested in providing comments or requesting an
opportunity to be heard shall do so no later than 20 days after the date of this Order; and it is
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FURTHER ORDERED, that Southern New Hampshire Water Company notify the public by
publication of an attested copy of this Order once in a newspaper having general circulation in
that portion of the State in which service will be provided, such publication to be no later than 10
days after the date of this Order and designated in an affidavit to be made on a copy of this Order
and filed with this office; and it is

FURTHER ORDERED, that such authority shall be effective on thirty (30) days from the
date of this Order unless a request for hearing is filed with the Commission as provided above or
unless the Commission orders otherwise prior to the effective date.

By order of the Public Utilities Commission of New Hampshire this twenty-first day of
January, 1987.

NH.PUC*01/21/87*[60266]*72 NH PUC 24*Shady Brook Water System

[Go to End of 60266]

72 NH PUC 24

Re Shady Brook Water System

DE 83-197
Supplemental Order No. 18,544

New Hampshire Public Utilities Commission
January 21, 1987

ORDER announcing the conveyance of property needed to satisfy the approved extension of a
water company's franchise.

PROCEDURE, § 29 — Disposal of issues — Establishment of facts — Closing of docket.

[N.H.] The docket regarding the commission's approval of a water company's request for
authority to extend its franchise to include a certain parcel of land was closed as soon as facts
demonstrating such acquisition were established.

By the COMMISSION:
SUPPLEMENTAL ORDER

WHEREAS, on March 9, 1984, the Commission issued Report and Order No. 16,934 (69 NH
PUC 167) in which it found that Gary Armstrong was the operator and manager of Shady Brook
Water System (Shady Brook) in Salem, New Hampshire, and therefore was a public utility
pursuant to RSA 362:2; and

WHEREAS, in Order No. 16,934, the Commission ordered Gary Armstrong to file a petition
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for a franchise to operate Shady Brook and to file a tariff of rates and charges as required by
RSA 378:1; and

WHEREAS, Gary Armstrong thereafter entered into negotiations with Southern New
Hampshire Water Company (Southern) regarding the transfer of his rights in Shady Brook to
Southern; and

WHEREAS, Gary Armstrong reached an agreement with Southern whereby Southern agreed
to assume responsibility for Shady Brook's operations contingent upon its obtaining title to a
parcel of land on which Shady Brook's well is located, more particularly described as follows:

Beginning on the easterly side of Patricia Street at the northwest corner of Lot No. 20;
thence No. 11 30" W. by said street 50 feet, thence N. 78.30" E. by Lot No. 21, 153.33 feet;
thence S 13 42' W. by Lot No. 22, 55.26 feet; thence S 78 30 W. by Lot No. 20, 129.8 feet to the
point of beginning.

Being an unnumbered lot, containing 7,078 square feet of land more or less, marked "Area
for Central Water Supply" as shown on a plan of Shady Brook Park #2, made by Robert W.

Thorndike, Surveyor, revised March 1965, filed in Rockingham County Record of Plans of
March 17, 1965.

and

WHEREAS, said parcel was previously owned by a trust, the beneficiaries of which are the
customers served by Shady Brook's system; and

WHEREAS, as of August 21, 1986 all customers had conveyed their interest in the subject
parcel to Southern with the exception of Patrick J. and Marielena Riviezzo who refused to do so;
and

WHEREAS, on August 21, 1986, Gary Armstrong filed a petition to condemn the interests of
Patrick J. and Marielena Riviezzo in the above-described parcel pursuant to RSA 371 to enable
him to complete the transfer of the water system to Southern; and

WHEREAS, by an Order of Notice issued on September 7, 1986, the Commission
consolidated the condemnation petition in this docket and scheduled a prehearing conference for
November 13, 1986; and

WHEREAS, during the prehearing conference Patrick J. and Marielena Riviezzo agreed to
convey their interests in the subject parcel to Southern; and

WHEREAS, by quitclaim deed dated December 3, 1986 and recorded in the
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Hillsborough County Registry of Deeds on December 8, 1986, Patrick J. and Marielena
Riviezzo conveyed their interests in the subject property to Southern; and

WHEREAS, on January 21, 1987 the Commission issued Order No. 18,542 approving
Southern's request for authority to extend its franchise to include Shady Brook; it is hereby

ORDERED, that this docket be, and hereby is, closed.
By order of the Public Utilities Commission of New Hampshire this twenty-first day of
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January, 1987.

NH.PUC*01/22/87*[60267]*72 NH PUC 25*New Hampshire Electric Cooperative, Inc.
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72 NH PUC 25

Re New Hampshire Electric Cooperative, Inc.

DE 86-195
Order No. 18,543

New Hampshire Public Utilities Commission
January 22, 1987

ORDER authorizing electric cooperative to install and maintain a distribution line across state
waters and railroad property.

1. ELECTRICITY, § 7 — Authorization for transmission lines — Water crossings — Safety
requirements.

[N.H.] Where the proposed water crossing of an electric power distribution line was in
compliance with all clearance safety requirements, and the site was determined to be the most
reasonable site, the commission approved the crossing as necessary to meet the reasonable
requirements of service to the public. p. 28.

2. ELECTRICITY, 8§ 7 — Authorization for transmission lines — Railroad crossings —
Clearance requirements compensation.

[N.H.] When the requirements of vertical clearance, horizontal clearance and adequate
compensation were met, the commission granted approval for an electric power distribution line
to cross railroad property. p. 28.

APPEARANCES: for the petitioner, Jeffrey Zellers, Esquire, and Earl Hansen, Plant Manager,
for the New Hampshire Electric Cooperative, Inc.; Millie Hansen, pro se; Representative Dana
Christy; Normandin, Cheney & O'Neil by James Lafrance, Esquire for Mrs. Marie Brailey; John
O'Keefe, Esquire, for the Boston & Maine Railroad; Walter King, Administrator, Bureau of Rail
Safety, NHDOT; Martin C. Rothfelder, Esquire, Arthur C. Johnson, Electrical Engineer, Dean
Mattice, Director of Consumer Assistance, for Commission Staff.

By the COMMISSION:
REPORT
1. PROCEDURAL HISTORY
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On June 23, 1986, the New Hampshire Electric Cooperative, Inc. (NHEC) filed with this
Commission a petition pursuant to N.H. Rev. Stat. Ann. § 371:1 (1984) requesting the necessary
authority for an easement to secure and maintain a power line across the property owned by
Marie Brailey in the Town of Grafton, New Hampshire. The purpose of this petition is an
attempt by the Company to honor the applications for service from two customers, Mr. Joseph
Hill and Mrs. Herluf Hansen, who are located on the opposite side of the Brailey property from
the existing power line. Having failed to obtain the required easement by negotiation with
Brailey, NHEC is now seeking condemnation. On July 3, 1986, NHEC filed an amended
petition, which in conjunction with the first petition additionally requests (1) that the
Commission grant a license to construct and maintain a power line over the public waters of
Tewksbury Pond pursuant to N. H. Rev. Stat. Ann. §
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371:17 (1984), and (2) approval to construct a power line and to establish an easement over
the property of the Boston & Maine Railroad (B & M) located in Grafton, N.H., pursuant to N.
H. Rev. Stat. Ann 8 371:24 (1984). The amended petition was submitted at the request of
Commission staff so that all necessary issues concerning the proposed line could be addressed at
the same time.

On July 16, 1986, an Order of Notice was issued setting a hearing for November 5, 1986, at
10:00 a.m. before this Commission at its office in Concord. On August 4, 1986, the NHEC filed
certification that publication had been made in the Union Leader on July 30, 1986, in accordance
with terms of the Notice. Service was made on all parties of interest. On November 3, 1986,
James Lafrance, as counsel for Marie Brailey, filed correspondence enclosing a Motion to
Dismiss and a Motion to Continue.

The hearing was held as scheduled on November 5, 1986. The proceedings re- quired two
days to complete, and the second day of the hearing was held on November 24, 1986.

At the hearing, in defense of his Motion to Dismiss, Attorney Lafrance expressed the concern
and problem that the petition as submitted by NHEC did not provide information required by N.
H. Rev. Stat. Ann. § 371:1 in that it contained insufficient information regarding just
compensation; the description of property sought; how the proposal would effect the property in
question; whether the easement sought is temporary or permanent; and other facts relative to the
validity of the NHEC request. Moreover, Mrs. Brailey's counsel argued that the present petition
did not provide an adequate basis upon which to make an appraisal of value.

With regard to the Motion to Continue, Lafrance testified that Brailey had not received the
petition in a timely manner, and as in his Motion to Dismiss, that the petition lacked the
above-mentioned information.

In response to these motions and also to Representative Christy's statement that, if at all
possible, something should be done to expedite obtaining service, the Commission decided to
grant the Motion to Continue. A new hearing date was set for November 24 at 10:00 a.m.

On November 24, 1986, the proceedings continued as scheduled. After a review by the
interested parties of a 1914 railroad map and Mrs. Brailey's deed, it was determined that the
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property needed for the power line easement ran within the railroad right-of-way and did not
involve Mrs. Brailey's property. In summarizing the positions of the parties, Attorney Zellers
related that Mrs. Brailey and her counsel would not contest the proceeding in as much as her
property was no longer under consideration for condemnation. However, they did request that
the NHEC consider reimbursing Mrs. Brailey for the expenses incurred in this proceeding. These
costs were estimated at $750. The NHEC offered to take this request under consideration. The
Counsel for NHEC then proceeded to amend their petition to exclude the request for authority to
condemn the land of Mrs. Brailey.

Attention now turns to the two remaining issues: authority to cross the track owned by the
Boston & Maine Railroad; and authority to cross public waters of Tewksbury Pond.

Mr. Earl Hansen, Plant Manager, NHEC, testified that there are three options available to the
company to provide service to the two customers. The first route investigated and rejected is
along the side of a narrow, dirt road coming from Route 4 which serves as a right-of-way to a
town boat launching area on Tewksbury Pond. Because of the large amount of tree cutting, Dr.
Salvador Morando, the person who owns the property on either side of this road, will not grant
an easement. Moreover, due to the 1200 to 1300 foot distance, the service would come under the
company's line extension policy requiring additional expense for the new customers. Mr. Hansen
also offered that it would be more difficult to maintain than the other options due to the trees. A
second option which is also rejected by the Company
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would take the power line close to Mrs. Brailey's house. The 400 foot line through her
property would require condemnation. The route has additional concerns in that a pole would
have to be installed in ledge, and the line itself maintained over a swamp and the pond. In regard
to constructing near water, Mr. Hansen presented that the use of submarine cable was briefly
considered, but only as a possibility. Due to its cost and possible environmental impact, the
company does not consider it a viable alternative to overhead construction.

The favored route proposed by the company would run approximately 445 feet and require
setting two distribution line poles. This route would also require an overhead guy across Route 4
to support pole 7H/13, the take off pole. The company testified that it has received the approval
of the property owner across Route 4 to set the anchors for the overhead guy. This power line
would cross over the railroad track and Tewksbury Pond. Mr. Hansen testified that the vertical
clearance over the track and pond would be a minimum of 35 feet to allow room for future
telephone service and still maintain the required 28 foot code clearance for this 14,400 volt line.

In the original staking plans, NHEC proposed to place one of the new poles approximately
12.5 feet from the center line of the track. This did not meet the Boston & Maine's standard of a
25 foot clearance. The B & M indicated a desire to have the pole location at least 18 feet from
the track, as a compromise. The NHEC agrees to relocate the subject pole, as testified by Mr.
Hansen, to satisfy the concerns of the B & M. A revised pole location diagram will be submitted
later for completeness.

In regard to compensation for permits, licenses and company expense, Mr. Hansen advised
that the customers have agreed to pay whatever charges are necessary to obtain electric service.
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He explained that under the company's tariff it is the obligation of the customer to obtain all
easements and licenses for service. Administrative notice was asked to be taken of NHEC Tariff
No. 13, page 10 through 13, Section 15 and 19. This tariff specifies that a customer requesting
service will provide at no cost, any necessary right-of-ways to the company. The company takes
the position that while Mr. Hill and Mrs. Hansen are relying on the company to pursue their
request for power, the company will be reimbursed for expenses in accordance with the tariff.

Relative to compensation for easements to cross over state waters and railroad property, it is
the company's position that there has never been a requirement to provide compensation for a
water crossing license. However, there is an established practice of compensation for a license
for crossing over railroad property. Mr. Hansen testified that in Commission Docket DE 84-92, a
license fee for crossing over a railroad was set by the Commission. In that particular hearing, the
cost was determined by evidence presented by a state railroad representative, where a breakdown
of mainly administrative and engineering costs were offered. Because the fee as determined in
DE 84-92 was derived through an extensive hearing, the company has attempted to use it as a
standard compensation amount since 1984.

The Commission, in Docket DE 84-92, stated that the petitioner in said docket was required
to pay for a similar license an amount to be calculated by one of the following methods:

a. Initial administrative cost $270.00. Annual administrative charge $27.00.
b. One-time administrative charge $540.00.1(3)

Furthermore, inasmuch as license fee costs are passed directly through to the customer, and a
compensation figure had been derived in a previous docket, the NHEC objects to the B & M's
proposed charge of $1500.

The B & M witness, Mr. John Brennan, Manager of Contract Agreements, testified in
support of their proposed charge of $1500 for the permanent easement. Mr. Brennan offered his
opinion that the $1500
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was a fair and reasonable charge. He explained that the figure is based upon a number of
factors, but mainly, upon the reasonable value of the land, engineering costs, overhead costs,
legal time, and negotiating costs. The parties were unable to negotiate a compensation agreement
prior to this hearing.

I1. FINDINGS

In NHEC's original petition, the Commission was faced with three issues. The first issue
dealt with eminent domain under N. H. Rev. Stat. Ann. 8 371:1, the second with the license to
construct and maintain a power line over public waters pursuant to N. H. Rev. Stat. Ann. §
371:17, and the third requested an easement to traverse the property of the B & M Railroad in
accordance with N. H. Rev. Stat. Ann. § 371:24.

During the proceedings, the concerned parties determined that the proposed distribution line
would not cross or involve the private property of Mrs. Brailey. Accordingly, she withdrew from
further participation. The question of eminent domain was accordingly withdrawn and need not
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be decided.

The two parties requesting service are within the franchise area of the NHEC, and the electric
company is obligated to provide the requested power. Therefore the requested service is just and
reasonable. After consideration of the alternative routes to supply this service, the Commission
agrees that the NHEC proposal is the most reasonable option. The approved route is indicated on
page 2 of 3 in Exhibit No. 1. This exhibit further indicates that the line crosses over Tewksbury
Pond and the B & M railroad track.

[1] No one appeared in opposition to the crossing of the public waters of Tewksbury Pond.
Regarding water crossings, the primary Commission concern is one of safety, mainly in
providing adequate clearances. In this instance, the company has testified to meeting the
clearance requirements of the National Electrical Safety Code (NESC) in keeping with the PUC
Rules and Regulations. N. H. Admin. Code 8§ 306.01. In our review we find no unnecessary risk
or inconvenience to the public by the proposed route of crossing over Tewksbury Pond. Since
this site is the most reasonable site, we find the crossing is necessary to meet the reasonable
requirements of service to the public.

[2] The railroad crossing issue involves three elements: vertical clearance, horizontal
clearance and compensation. By designing the power line to meet the vertical clearance
requirements of the NESC as the NHEC testified to, the concerns of the Commission and of the
B & M are met. The obligations to the B & M have also been adequately addressed regarding
horizontal clearances, by placing the pole (7H/13A) no closer than 20 feet from the track center
line. As requested by staff, the NHEC has submitted under a cover letter dated December 12,
1986, a revised drawing indicating the relocation of its pole to be no less than 20 feet from track
center line.

Now turning to the issue of just compensation for a permanent easement to cross over the
railroad property, the Commission concludes that the testimony lacks the evidentiary foundation
to support the charge of $1500. The major concerns of the Commission stem from the absence of
data and supporting documentation on which to base an evaluation. In lieu of this, the
Commission adopts the compensation standard approved in DE 84-92. Furthermore, as a
practical matter to reduce administrative costs, we find in favor of a onetime administrative
charge of $540 to be a just and reasonable charge for the proposed easement.

As the petition of NHEC is found to be in the public interest, this Report and Order shall
constitute a license in the context of RSA 371:17 and approval and easement in accordance with
RSA 371:24.

Our order will issue accordingly.
ORDER
Page 28

Upon consideration of the foregoing Report which is made a part hereof; it is hereby

ORDERED, that the New Hampshire Electric Cooperative, Inc. is authorized to install and
maintain a distribution line across state waters of Tewksbury Pond and across the property of the
Boston and Maine Railroad, to provide service to new customers, all in Grafton, New
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Hampshire; and it is
FURTHER ORDERED, that this order shall be considered a license for purposes of RSA
371:17,and it is

FURTHER ORDERED, that NHEC pay a one-time payment of five hundred and forty
dollars to the Boston & Maine Railroad for the permanent easement; and it is

FURTHER ORDERED, that this order shall be considered approval for the NHEC to
construct a line and establish a permanent easement pursuant to RSA 371:24,

By order of the Public Utilities Commission of New Hampshire this twenty-second day of
January, 1987.

FOOTNOTES

1DE 84-92, Order No: 17,065 (June 5, 1984) at 10 (69 NH PUC 301). Note that there is a
typographical error in the Order itself. Whereas the charge of $570.00 should be $540.00 as in
the Report.

NH.PUC*01/22/87*[60282]*72 NH PUC 29*Public Service Company of New Hampshire v. Irene T. Vozzella

[Go to End of 60282]

72 NH PUC 29

Public Service Company of New Hampshire
V.
Irene T. Vozzella

DE 86-220
Order No. 18,545

New Hampshire Public Utilities Commission
January 22, 1987

ORDER granting petition to condemn certain property rights for the extension of a transmission
power line.

1. EMINENT DOMAIN, 8 9 — Procedure — Petition to condemn property rights — Public
necessity — Commission determination.

[N.H.] A petition to condemn certain property rights of an individual was granted where the
commission determined that the proposed transmission line route was necessary in order to meet
the reasonable requirements of service to the public. p. 32.

2. EMINENT DOMAIN, 8 8 — Compensation — Amount to be just and reasonable — Estimate
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by real-estate appraiser.

[N.H.] When the estimated amount of compensation to be paged for condemnation of certain
property rights is made by a real-estate appraiser, the commission will conclude that the amount
is just and reasonable unless the opposing landowner has proven otherwise. p. 32.

APPEARANCES: Eaton W. Tarbell, Esquire for Public Service Company of New Hampshire;
Martin R. Jenkins, Esquire for Irene T. Vozzella; Martin C. Rothfelder, General Counsel for the
New Hampshire Public Utilities Commission.

By the COMMISSION:
REPORT
Page 29

This docket was opened on July 28, 1986 by petition of the Public Service Company of New
Hampshire (PSNH) for condemnation pursuant to RSA Chapter 371 of certain rights in real
estate located in the Town of South Hampton, New Hampshire owned by Irene T. Vozzella of
139 Locksley Road, Lynnfield, Massachusetts. In its petition, PSNH said that the purpose of the
proposed taking is to acquire a perpetual right and easement to:

construct, repair, rebuild, operate, patrol and remove overhead and underground lines
consisting of wires, cables, ducts, manholes, poles and towers together with foundations,
crossarms, braces, anchors, guys, grounds and other equipment for transmitting electric current
and/or intelligence over, under and across a certain one hundred seventy (170) foot wide tract or
strip of land in the Town of South Hampton ... the center line of which is described in Exhibit A
attached hereto and made a part hereof.1(4)

PSNH also requested the right to clear and keep clear the land of all trees and underbrush as
well as certain other rights enumerated in the petition relating to the construction and
maintenance of the proposed transmission line.

The transmission line will run for a distance of approximately 3,408 feet along the center line
over the VVozzella property which will cover a right-of-way of approximately 13.8 acres. The
property consists of a 165 acre parcel improved with an old farmhouse and appurtenant
structures with approximately 850 feet of frontage on the north side of Main Avenue in South
Hampton. The tract runs back from the road about 6,400 feet. Approximately 800 feet from Main
Avenue the land slopes downward to a ten acre strip of wet lowland. The rear 5,000 feet is
densely wooded.

This is the last remaining piece needed by PSNH to complete the Seabrook, New Hampshire
to Tewksbury, Massachusetts transmission line. Easements for the remaining portions of the line
have been secured through voluntary negotiation with the various landowners.

PSNH received a certificate of site and facility on January 29, 1972, pursuant to RSA 162-F,
for the construction of the Seabrook nuclear electric generating facility and associated facilities,
including the SeabrookTewksbury transmission line.2(5)
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The certificate of site and facility provided, in pertinent part (59 NH PUC 127 at 132, 133):

While the associated transmission lines will be authorized along the routes set forth in
Exhibit 53A, we fully realize the possibility of refinement of these locations as field work
progresses with the actual layout of these routes. This approval may be modified, upon request,
by the Petitioner should meaningful negotiation with responsible local authorities, regional
Commissions, etc. result in any beneficial route relocations.3(6)

The certificate of site and facility, when issued, is final, subject only to judicial review. RSA
162-F:81V; Re Society for the Protection of the Environment of Southeastern New Hampshire,
122 N.H. 703, 705 (1982). However, because of the specific provisions of the certificate of site
and facility quoted above, some minor modifications to the proposed route can be made if
appropriate.

In 1976, the location of the transmission lines was changed by the U.S. Nuclear Regulatory
Commission (NRC) in several instances during federal proceedings. The Site Evaluation
Committee, in 1979, approved modifications, on petition of PSNH, in the transmission line
route, including the above mentioned changes ordered by the NRC and changes to accommodate
landowners. 122 N.H. at 706. In 1981, the PUC denied a PSNH request for further modifications
to the east-west transmission line layout in Kensington, New Hampshire. The PUC was upheld
in this decision by the New Hampshire Supreme Court in the above cited Re
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Society for Protection of Environment of Southeast New Hampshire, 122 N.H. 703 (1982).

The portion of the Seabrook-Tewksbury transmission line at issue in the proceeding now
before us, across the VVozzella property, was approved in these earlier proceedings. It is the last
portion of the proposed transmission line for which the necessary easements have not been
secured. Determination of this issue was deferred at the request of the parties to allow them an
opportunity to amicably resolve their differences. The negotiations were not fruitful and, by
petition by PSNH dated July 28, 1986, the matter was again brought before this Commission.

The issues before us are twofold. We must first "determine the necessity for the right prayed
for" and then the "compensation to be payed therefor."4(7)

I. POSITION OF THE PARTIES
A. Public Service Company of New Hampshire

PSNH presented two witnesses, Michael Cannata on the issue of necessity and David F. Colt,
a real-estate appraiser, who testified on the issue of value. A third witness, David Mahan, Senior
Real Estate Agent for PSNH, also testified briefly on the location of a nearby existing
transmission line.

Mr. Cannata, Director of the System Planning-Energy Management Department of PSNH,
testified that the proposed line is necessary to integrate Seabrook into the existing transmission
system and that this issue of necessity has already been established in the above cited NRC, Site
Evaluation Committee and New Hampshire Public Utilities Commission proceedings. Exh. 3 at
4. He further testified that no other alternative is as economical or supplies the benefits of the
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proposed system, including the ability to supply an additional source of power for the
northeastern portion of Massachusetts. Id. The line would enhance the transfer capability from
northern New England to southern New England allowing, among other things, greater imports
of Canadian power. In fact, Mr. Cannata indicated that because the New England transmission
system now has been designed to include this line that it is necessary for north-south
transmission whether Seabrook operates or not.

In his opinion, the proposed route across the VVozzella property is the best alternative for the
following reasons:

1. The proposed route has already been approved by the required federal and state
authorities.

2. The connecting easements on each side of the VVozzella property have already been
secured.

3. Routing the line around the edge of the VVozzella property rather than through the proposed
central portion would involve additional significant costs and would effect neighboring
properties in a way which are not now directly involved in the line's route.

4. Alteration of the route would result in a delay of the in service date of the line.
5. The proposed route minimizes the aesthetic impact on the area.

The PSNH position regarding evaluation was presented by David F. Colt, MAI. Mr. Colt
testified that the value of the VVozzella property before the proposed taking is $500,000 whereas
said property would be valued after the taking at $460,600 resulting in compensable damages in
the amount of $39,400. See, inter alia, Exh. 9 and Tr. 43, 50-88

B. Vozzella

Mrs. Vozzella contested both the necessity for the acquisition and the amount of
compensation that should be payed therefore. Regarding necessity, she argued that the line is not
needed because of the current licensing problems being encountered
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by PSNH. Alternatively, Mrs. VVozzella argued that in the event that the Commission found
that the proposed power line is necessary, it should run along the eastern boundary of her
property rather than through its central portion as proposed. Her attorney argued that the prior
decisions by this Commission and by the Site Evaluation Committee regarding the power line
did not establish its necessity nor its specific location thereby preserving said issues for
subsequent determination in proceedings such as those now before us.

Regarding compensation, Mrs. VVozzella testified that the power line would substantially
diminish the potential for development of the parcel, thereby lowering its value from $1,000,000
to $300,000, indicating that just compensation should be the difference between the two values,
or $700,000.

I1. Commission Analysis
Condemnation proceedings before this Commission are governed by RSA Chapter 371.
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Pursuant to RSA 371:4, we must determine the necessity for the right prayed for and the
compensation to be payed therefor.

[1] The issue of necessity need not be discussed at length here in that we find that the
necessity for the project was previously addressed by this Commission, in conjunction with the
Site Evaluation Committee and the Nuclear Regulatory Commission, in the above referenced
proceedings. The certificate of site and facility issued to PSNH pursuant to RSA 162-F in Docket
No. DSF 6205 included the subject Seabrook-Tewksbury transmission line.5(8) The proposed
line is needed to integrate Seabrook into the NEPOOL grid and is necessary for the north-south
flow of power in the region, including projected increases in power from Hydro-Quebec, even in
the event that Seabrook does not operate.

The certificate of site and facility provided that the proposed transmission line route may be
modified, upon request if a route relocation be beneficial.6(9)

Accordingly, we can authorize minor changes to the proposed route when such action would
be beneficial. Such modifications, proposed by PSNH, were approved in 1979 to reflect changes
ordered by the NRC as well as changes to accommodate landowners. 122 N.H. at 706. In 1981,
the PUC denied a PSNH request for more substantial modifications to the transmission line
routing.”(10)

In the case at bar, we find that the proposed route is the most appropriate under the
circumstances of this case. The proposed route takes into consideration aesthetics and
environmental impacts, among other things. Tr. 13 and 50. The original routing of the line was
changed as a result of meetings between PSNH and the town of South Hampton. In an effort to
reduce the visual impact of the line, it was rerouted to avoid high ground in the area, and to
accommodate the town of South Hampton. Tr. 50. Our view of the area in question corroborated
these assertions.

[2] The final issue before us regards compensation. PSNH, using the "before and after" test
prescribed in RSA 371:4-a,8(11) demonstrated a value for compensation of $39,400. In assessing
the property value, Mr. Colt walked the property, inspected the buildings, and conducted a
comparative analysis of similarly situated tracts, with adjustments made for the dissimilarities
between the properties being compared. This analysis resulted in a property value before the
taking of $500,000. In determining the value of the land after the taking, Mr. Colt considered the
change in size and the change in how the property could be used after completion of the power
line and acquisition of the right-of-way. Tr. 60. Mr. Colt's appraisal gave any benefits of the
doubt to the property owner, Mrs. Vozzella. Tr. 57. The figure of $39,400 included the value of
the proposed taking plus the severance damage to the remainder of the VVozzella property. Tr. 58.
This analysis conforms with the requirements of prior Commission condemnation decisions.9(12)

The power line would be hardly noticeable from the area of the house and barn
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along Route 107. Tr. 65. Although the power line would to some extent effect the
development potential of the interior portions of the VVozzella property, the land would not be
developable even without the power line for at least ten years and development would invoke a
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substantial tax penalty. Tr. 76-77. Also, some of the affected land is swampy and thus is not
easily developable. Mr. Colt discounted the value of the land to allow for these factors in
arriving at the $460,600 value after the proposed taking has occurred. The Commission also
notes that if the line is moved to the eastward property line of the VVozzella property, it could
adversely affect other property owners which would not otherwise be affected by the proposed
line.

Mrs. Vozzella asserts that the value of the taking would be $700,000. She argues that the
value of the land before the taking is $1,000,000 as opposed to a $300,000 value after the taking.
She refused a million offer on the land which she feels should be determinant of the market value
of the land before the taking. She stated that after the taking there will only be about one third of
the property left that can be developed, diminishing the land's value to about $300,000. She did
not offer any expert testimony on the subject of compensation. Tr. 184-187. Furthermore, Mrs.
Vozzella admitted that the $1,000,000 offer came from a person who was presumably aware of
the proposed power line. The record is thus unclear as to why Mrs. VVozzella believes that the
property's value will be diminished by the taking to $300,000.

We must conclude, therefore, that the compensation offered by PSNH in the amount of
$39,400 is just and reasonable.

Our order will issue accordingly.
ORDER
Based on the foregoing report, which is made a part hereof, it is,

ORDERED, that the petition filed by Public Service Company of New Hampshire on July
28, 1986 to condemn certain property rights described in said petition of property owned by
Irene T. Vozzella as described in said petition, as amended on October 10, 1986; Tr. 5-7; is
necessary in order to meet the reasonable requirements of service to the public and is hereby
granted and it is

FURTHER ORDERED, that the Public Service Company of New Hampshire pay to Irene T.
Vozzella the sum of $39,400 as just and reasonable compensation for the above ordered taking.

By order of the Public Utilities Commission of New Hampshire this twenty-second day of
January, 1987.

FOOTNOTES

1pPetition at 2.

2Docket No. DSF 6205, (January 29, 1974) as modified by Order No. 12,215 (April 20,
1976) (61 NH PUC 96) and by Order No. 13,941 (December 13, 1979) (64 NH PUC 417).

3DSF 6205, Order No. 11,267 (January 29, 1974), 59 NH PUC 127 at 132, 133.
4RSA 371:4.

5See footnotes 2 and 3 supra.

60rder No. 11,267 (January 29, 1974) in Docket DSF 6205, 59 NH PUC at 132, 133.
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TAff'd, Re Society for Protection of Environment of Southeast New Hampshire, 122 N.H.
703 (1982).

8Tr. 57.
9Re Hampton Water Works Co., 67 NH PUC 680, 681, 682, (1982).

NH.PUC*01/22/87*[60302]*72 NH PUC 33*Coos Power Corporation

[Go to End of 60302]

72 NH PUC 33

Re Coos Power Corporation

DR 86-238
Second Supplemental Order No. 18,548

New Hampshire Public Utilities Commission
January 22, 1987
MOTION for rehearing by power corporation; denied.

PROCEDURE, § 32 — Rehearings — Grounds for denial — Issues already reviewed.

[N.H.] A motion for rehearing by a power company which contained no arguments or issues
of fact that had not already been fully reviewed was denied.

By the COMMISSION:
SUPPLEMENTAL ORDER

WHEREAS, on August 20, 1986 Coos Power Corporation (Coos) filed a petition for a long
term rate for its Stark, New Hampshire 25 MW woodburning small power project pursuant to Re
Small Energy Producers and Cogenerators, Docket No. DE 83-62, Report and Eighth
Supplemental Order No. 17,104, 69 NH PUC 352, 61 PUR4th 132 (1984) (DE 83-62) and Re
Small Energy Producers and Cogenerators, Docket No. DR 86-134, Report and Order No.
18,334 (July 10, 1986) (71 NH PUC 408); and

WHEREAS, the Commission denied Coos's petition on November 18, 1986 by Order No.
18,483; and

WHEREAS, on December 8, 1986 Coos filed a Motion for Rehearing of Order No. 18,483,
which the Commission denied on December 19, 1986 by Order No. 18,513, (71 NH PUC 798)
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on the grounds that the long term rates established in DE 83-62 applied only to facilities that
were eligible under both state and federal law; and

WHEREAS, on January 8, 1986 Coos filed a Motion for Rehearing of Commission Order
No. 18,513 alleging that the Commission has ample basis under Federal Energy Regulatory
Commission (FERC) regulations to set long term rates and that a fair reading of the final Order
in DE 83-62 leads to the conclusion that the Commission intended to establish rates that would
be available to facilities that qualified under either the Public Utilities Regulatory Policies Act of
1978 (PURPA) or the Limited Electrical Energy Producers Act RSA 362-A:4 (LEEPA) given
that,

1. The Order defined eligible facilities as "Qualifying Small Power Producers and Qualifying
Cogenerators as defined in LEEPA and PURPA" (at 17) rather than "as defined in both LEEPA
and PURPA";

2. that Public Service Company of New Hampshire (PSNH) reserved its rights to argue at a
later time that eligibility should be defined more narrowly than as defined by the FERC
regulations; and

3. that the Commission did not explicitly indicate that it lacked authority under PURPA to set
long term rates; and

WHEREAS, as stated in Order No. 18,513 the final Order of DE 83-62 clearly defines
eligible facilities as those that qualify under LEEPA and PURPA, not LEEPA or PURPA,; and

WHEREAS, the definitional issues PSNH reserved its rights to argue related to FERC
regulations concerning FERC minimum size, fuel, efficiency, reliability and ownership
standards, which are not addressed by LEEPA, rather than maximum size criteria for which
LEEPA and PURPA are in conflict; and

WHEREAS, given the legislative history of LEEPA the Commission did not confront the
issue of its authority to set long term rates for projects that do not qualify under LEEPA and
therefore did not address that issue in its final order; and

WHEREAS, the Motion for Rehearing contains no fact or argument that had not been fully
reviewed prior to the issuance of Order No. 18,513; it is therefore

ORDERED, that the Motion for Rehearing be, and hereby is, denied.

By Order of the New Hampshire Public Utilities Commission this twenty-second day of
January, 1987.

NH.PUC*01/22/87*[60311]*72 NH PUC 35*Lakes Region Water Company, Inc.

[Go to End of 60311]

72 NH PUC 35

Re Lakes Region Water Company, Inc.
DE 84-395
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Order No. 18,549
New Hampshire Public Utilities Commission
January 22, 1987

ORDER approving the sale and transfer of water company plant and franchise and granting
authority to operate as a public utility in the acquired territory.

CERTIFICATES, § 137 — Transfer of rights — Sale of assets — Water.

[N.H.] A proposed sale of assets and transfer of the franchise of a water company was
approved when such action was determined to be in the public good; the existing rates were
approved as temporary rates for the acquiring company until a permanent rate filing would be
made.

APPEARANCES: Dom S. D'Ambruoso, Esquire, for Lakes Region Water Company, Inc.;
Martin C. Rothfelder, Esquire, for the Commission staff.

By the COMMISSION:
REPORT
|. PROCEDURAL HISTORY

By a petition filed on May 27, 1986, Lakes Region Water Company, Inc. (Lakes Region) and
the Trustee of the Estate of WVG Associates (the Trustee or WVG) seek authority under RSA
374:22, 26, 28 and 30 for the sale and transfer of certain plant and the franchise granted WVG in
docket DE 82-222, Order No. 16,375 (68 NH PUC 308).

In November 1984, Joseph F. Ryan was appointed Trustee of WVG Associates, a debtor in
Chapter 11 proceedings in the United States Bankruptcy Court for the District of New
Hampshire, and was empowered by the Bankruptcy Code to administer the assets of WVG,
which included the water system in Thornton, N.H.

I1. COMMISSION ANALYSIS

Testimony by Attorney William R. Baldiga, Counsel for the Trustee, introduced documents
and findings by the U.S. Bankruptcy Court that the sale of the assets of the WVG water system
to Lakes Region for the sum of $5,000 was proper and in the best interests of the estate of WVG.
Counsel for the Trustee further testified that the water system has been kept operating since its
appointment as trustee, revenues collected in accordance with the tariff approved by this
Commission, and essential expenses paid. If the sale, as here presented, is approved by this
Commission, a bill of sale will be executed within 30 days, giving title to the water system to
Lakes Region.

Witness Thomas Mason, President of Lakes Region testified that the acquisition of the WVG
system is a logical expansion of his growing water company. Lakes Region proposes to adopt the
existing tariff rates of WV G as temporary rates until certain plant improvements are made, after
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which a permanent rate filing would be made.
I11. CONCLUSION

It is our opinion that the proposed sale of certain assets and the transfer of the franchise of
WV G Associates to the Lakes Region Water Company would be in the public good and we so
rule. We also accept the existing rates of WVG as temporary rates for Lakes Region on this
system, to become effective upon completion of the sale and transfer of the water system and the
filing of the appropriate tariff supplement.

Our order will issue accordingly.
ORDER
Page 35

Upon consideration of the foregoing Report, which is made a part hereof; it is hereby

ORDERED, that Lakes Region Water Company, Inc. be and hereby is, authorized to
purchase certain assets of WVG Associates and exercise the franchise granted to WVG
Associates in docket DE 82-222, Order No. 16,375 (68 NH PUC 308); and it is

FURTHER ORDERED, that upon completion of the sale and transfer of franchise, the
authority granted to WVG Associates to operate as a public utility shall be rescinded; and it is

FURTHER ORDERED, that upon completion of the sale and transfer, Lakes Region Water
Company, Inc. shall file a tariff supplement as required by NHCAR PUC 1601.05(m).

By order of the Public Utilities Commission of New Hampshire this twenty-second day of
January, 1987.

NH.PUC*01/23/87*[60316]*72 NH PUC 36*Salmon Falls Hydro Company, Inc.

[Go to End of 60316]

72 NH PUC 36

Re Salmon Falls Hydro Company, Inc.

DR 86-247
Supplemental Order No. 18,550

New Hampshire Public Utilities Commission
January 23, 1987
SUPPLEMENTAL order denying a motion for rehearing.

PROCEDURE, § 32 — Rehearing — Grounds for denial — Issues already considered.
[N.H.] A motion for rehearing which contained no facts or arguments not already fully
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considered was denied.

By the COMMISSION:
SUPPLEMENTAL ORDER

WHEREAS, on December 11, 1986 by Order No. 18,502 (71 NH PUC 784), the
Commission granted Salmon Falls Hydro Co., Inc. (Salmon Falls) an opportunity to petition the
Commission pursuant to Re Small Energy Producers and Cogenerators, Docket No. DR 86-134
Report and Order No. 18,334 (July 10, 1986) (DR 86-134) (71 NH PUC 408) for a non-levelized
long term rate or in the alternative, present evidence that its expenses including operation and
maintenance and current debt service being incurred by the present owner exceed the
non-levelized rates and that without some degree of front-end loading the project will of
necessity cease operations; and

WHEREAS, on December 31, 1986 Public Service Company of New Hampshire (PSNH)
filed a Motion for Rehearing, alleging

1. that Salmon Falls is an out of state facility and therefore ineligible for rates under DR
86-134;

2. that front-end loading is improper for developed sites as the Commission has no "statutory
obligation to prop up uneconomic projects at potential risk to PSNH's customers" and front-end
loading was intended to be available in early years of a project and Salmon Falls has been
on-line since 1980; and

3. that provision of sufficient front-end loading to retain the project as currently financed in
operation is improper if those rates are greater than non-levelized sought by the new owner
because the new owner's expenses in later years may exceed the rate, and that it is inequitable to
require one Small Power Producer (SPP) to demonstrate need in order to receive front-end
loaded rates without requiring all SPP's to demonstrate need; and

WHEREAS, the issue of the eligibility of the Salmon Falls/Rollingsford hydroelectric
Page 36

project for rates established pursuant to the Limited Electrical Energy Producers Act N.H.
RSA 362-A was decided in Re Swans Falls and Rollingsford Hydro Sites, Docket No. IF 14,894
Report and Order No. 13,938 (December 10, 1979), 64 NH PUC 416, and we find nothing in the
current docket to disturb those findings; and

WHEREAS, the Commission has previously found that:

... Itis true that "front-end loading and levelizing are intended to stimulate [small power
producer] site development.” Re Small Energy Producers and Cogenerators, 69 NH PUC 352,
367, 61 PURA4th 132, 146 (1984). However such stimulation is as relevant to keeping small
power producers in operation as it is to encouraging them to begin operation. Re Goodrich Falls
Hydroelectric Corp., 71 NH PUC 247, 248 (1986).

and we find nothing in the current docket to disturb that finding. Further, whether a project is
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economic must be judged over the term of the project and the rate, not in reference to a single
year; and

WHEREAS, the new owner sought fully levelized rates, in which the rates of the later years
are necessarily lower, not higher, than the non-levelized or partially levelized rates offered under
Order No. 18,502. Therefore, the risk that the new owner's expenses in the later years will
exceed the rate is diminished rather than increased under the Commission's Order in comparison
to the petitioner's request; and

WHEREAS, pursuant to DE 83-62, an Order accepting the settlement agreement among
Staff, PSNH and intervenors representing SPP's, SPP's may petition for levelized long term rates
with standard terms and conditions subject to ceiling provisions, such terms and conditions
remaining in effect until modified in Re Public Service Co. of New Hampshire — Avoided Cost,
Docket No. DR 86-41, and the Commission is departing from those provisions only to verify that
the instant petition is in keeping not only with the letter but also the intent of DE 83-62; and

WHEREAS, the Motion for Rehearing contains no other fact nor argument that was not fully
considered prior to the issuance of Order No. 18,502; it is therefore

ORDERED, that the Motion for Rehearing be, and hereby is, denied; and it is

FURTHER ORDERED, that Salmon Falls may file a non-levelized rare petition or present
evidence of need for some degree of front-end loading pursuant to Order No. 18,502 prior to
February 23, 1987.

By Order of the New Hampshire Public Utilities Commission this twenty-third day of
January, 1987.

NH.PUC*01/26/87*[60323]*72 NH PUC 37*Public Service Company of New Hampshire

[Go to End of 60323]

72 NH PUC 37

Re Public Service Company of New Hampshire
DR 86-41 Order No. 18,552
Re UNITIL Service Company DR 86-69 Order No. 18,552

Re New Hampshire Electric Cooperative, Inc. DR 86-70 Order No. 18,552

Re Granite State Electric Company DR 86-71 Order No. 18,552
Re Connecticut Valley Electric Company, Inc. DR 86-72 Order No. 18,552

New Hampshire Public Utilities Commission
January 26, 1987
ORDER revising testimonial schedules.
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PROCEDURE, § 1 — Motions for rescheduling — Filing of testimony.

[N.H.] Where it had been waiting for approval of the retaining of an expert witness, the
consumer advocate's motion for an extension of the deadline for filing testimony was granted, as
the expert witness testimony was deemed crucial, but in response to the extension and in an
effort to allow all parties adequate time to prepare rebuttal, the originally scheduled date for the
first day of hearings was transformed into a scheduling meeting, to be used to establish the order
of witnesses and issues.

By the COMMISSION:

Report Regarding Prefiled Testimony of Consumer Advocate and Motion Concerning Order
of Witnesses

This Report and Order disposes of the motion of the Consumer Advocate filed December 3,
1986 entitled "Motion to Extend Time for Filing Testimony", and the related responses thereto.
In addition, this Report and Order disposes of the "Motion Concerning Order of Witness" filed
January 12, 1987.

I. Consumer Advocate Testimony

On December 3, 1986, the Consumer Advocate filed a motion entitled Consumer Advocate's
Motion to Extend Time for Filing Testimony. That Motion indicated that the Consumer
Advocate had entered into a contract to hire an expert witness and was awaiting approval of said
contract on December 17, 1986. The Motion specifically requested that the Consumer Advocate
be allowed to file testimony on or before January 5, 1987 and, implicitly, that such testimony be
considered as filed timely for purposes of this proceeding. On December 4, 1986, Granite State
Electric Company (Granite State) filed a letter with the Commission indicating a lack of
objection to the Consumer Advocate request so long as sufficient time is allowed for preparation
and submission of rebuttal testimony, if necessary. On December 17, 1986, PSNH filed an
objection to the Consumer Advocate Motion on the grounds that there would be insufficient
opportunity to review and respond to the Consumer Advocate testimony. On December 29, 1986
the Consumer Advocate filed a reply to the objection of PSNH to its motion. In its reply, the
Consumer Advocate argues that the PSNH objection is untimely, that the fifteen day response
time of PSNH is "amazing", and that PSNH cannot show any prejudice or damage due to the
current moratorium on small power producer rates.

The Commission prefers to receive all information possible in proceedings before it —
particularly in a proceeding such as this one which involves large important statewide matters. In
this circumstance this docket has developed through a series of Commission actions into one of
such statewide importance. Thus, it is reasonable that the Consumer Advocate did not pursue a
contract with a witness until the time period laid out in its Motion. Since this witness will
undoubtedly provide new information and a new perspective, the Commission is naturally
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interested in receiving such evidence. Thus, the focus of the inquiry should be on whether such
testimony can be allowed in a manner which is fair to other parties.

The Commission notes that since the filing of the Granite State and PSNH responses to the
Consumer Advocate's Motion, the hearings for this proceeding have been delayed and, under the
disposition of another motion in this Report and Order, is delayed one day yet further. As the
Consumer Advocate testimony was filed on January 5, 1987, parties have had time to propound
data requests to the Consumer Advocate since then. To the extent the time periods currently laid
out are not sufficient for discovery and, if necessary, responsive testimony, the parties should
request procedural mechanisms which provide them these opportunities which do not
inordinately delay the proceedings. The

Page 38

Commission will consider any reasonable request for such action.
I1. Motion Concerning Order of Witnesses

On January 12, 1987, the law firm of Brown, Olson and Wilson, on behalf of its clients in
this proceeding filed a motion requesting that the January 16, 1987 date scheduled for this
proceeding be used solely for determining an order of witnesses and issues in the proceeding,
and to determine the manner in which the settlement agreement will be presented to the
Commission. In the cover letter attached to the motion Brown, Olson and Wilson indicate that
most of the active parties to this proceeding have no objection to the motion.

The Commission finds that approving the Brown, Olson and Wilson motion will lead to a
more orderly and organized proceedings. Considering the quantity of witnesses, the quantity of
prefiled testimony, and the complexity of this docket, the Commission believes that the Brown,
Olson and Wilson Motion should be granted. In the event parties are not able to agree on
procedural matters on January 16, the Commission will be available to hear and decide any
procedural disputes.

Our Order will issue accordingly.
ORDER

Upon consideration of the foregoing Report, which is incorporated herein by reference the
Commission orders that:

1. the testimony filed by the Consumer Advocate on January 5, 1987 will be accepted as
timely filed; and
2. the motion concerning order of witnesses filed January 12, 1987 shall be granted.

By order of the Public Utilities Commission of New Hampshire this twenty-sixth day of
January, 1987.

NH.PUC*01/28/87*[60334]*72 NH PUC 39*Concord Steam Corporation

[Go to End of 60334]
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72 NH PUC 39

Re Concord Steam Corporation

DR 85-304
Fourth Supplemental Order No. 18,553

New Hampshire Public Utilities Commission
January 28, 1987

MOTION for reconsideration of an order disallowing recovery of royalty payments in a wood
fuel supply contract; denied.

PROCEDURE, § 33 — Reconsideration — Grounds for granting — New evidence.

[N.H.] The commission declined to reconsider an order disallowing recovery from ratepayers
of royalty payments made by a steam corporation to a wood fuel production company pursuant
to termination provisions of a supply contract, where the finding of imprudence that was the
basis for the disallowance was premised on testimony of one of the general partners of the wood
fuel company, who had since died, and where there was no new evidence that would have
changed the effect of that testimony.

APPEARANCES: Orr and Reno by Charles F. Leahy, Esquire and David Marshall, Esquire on
behalf of Concord Steam Corporation; New Hampshire Attorney General by Peter C. Scott,
Esquire, Assistant Attorney General, on behalf of New Hampshire Hospital; Wadleigh, Starr,
Peters, Dunn and Chiesa by Theodore Wadleigh, Esquire on behalf of Concord Hospital; Daniel
Lanning, Assistant Finance Director, Robert Lessels, Water Engineer and James Lenihan, Rate
Analyst, on behalf of the Commission Staff.

By the COMMISSION:
REPORT

On November 18, 1986, the Commission issued Report and Third Supplemental Order No.
18,484 (71 NH PUC 667) which

Page 39

allowed Concord Steam Corporation (Company) to collect additional annual gross revenues
of $285,296. In these proceedings, the Staff put at issue the question of whether certain royalty
payments made by the Company were an appropriate charge to ratepayers. In its Report the
Commission made certain findings and rulings regarding the royalty payments which were made
by the Company pursuant to the Termination and Assignment of Rights Agreement dated
September 10, 1981 between the Company and Wood Fuel Production Company (WFP).
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On December 8, 1986 the Company filed a motion for rehearing relative to the Commission's
findings and conclusions on this matter. The Company alleges that the findings and conclusions
of the Commission are not supported by the evidence in the record and are thus unlawful and
erroneous for the following reasons:

(1) The Commission's finding that "Although Roger Bloomfield acting individually was
clearly an affiliate of Concord Steam within the meaning of RSA 366, Concord Steam did not
file with the Commission the Qualified Wood Fuel Sales Purchase Agreement entered into with
WFP on April 2, 1981 as required by RSA 366:3." (Report, p. 42). "implies that Roger
Bloomfield entered into a contractual undertaking with Concord Steam Corporation. The
Company contends that there is no evidence, express or implied, to support such a finding.
(Motion at 2).

(2) The Commission's findings are based on "its guess" as to what is contained in an
agreement, the Qualified Wood Fuel Purchase Contract, (Purchase Agreement) which was not
placed in evidence and the contents of which were not known to the Commission. (Motion at 2).

The New Hampshire Attorney General, by Peter C. Scott, Assistant Attorney General, on
behalf of the New Hampshire Hospital (NHH) responded and objected to the Motion for
Rehearing of the Company on December 12, 1986. The NHH in oppos- ing the Motion takes the
position that there is ample authority in the documents cited and in the record to indicate that the
Purchase Agreement would be subject to the requirements of RSA 366:3. Moreover, there is
ample support for the Commission’s finding that Mr. Bloomfield did not act prudently in entering
into the Agreements.

After a complete review of the Motion for Rehearing, the reply of NHH and the evidence in
the proceeding, the Commission will deny the Motion for Rehearing.

The Commission believes the record amply supports the Commission's finding that the
Purchase Agreement between the Company and WFP would be subject to the requirements of
RSA 366:3. The Commission recognizes that the Purchase Agreement was between WFP and
Concord Steam and not Roger Bloomfield and Concord Steam. However, the fact that Roger
Bloomfield was one of two general partners of WFP and as such had a substantial personal
financial interest in WFP, creates the same situation relative to the disclosure requirements of
RSA 366:1 as a contract between Roger Bloomfield individually and Concord Steam. Clearly,
the entirety of the arrangements between Concord Steam and WFP should have been disclosed to
the Commission pursuant to RSA 366:1 and 3.

The Commission also believes that its findings relative to the Purchase Agreement and the
prudency of Roger Bloomfield's actions are fully supported by the evidence in the proceeding.
Contrary to the Company's contention that the Commission was relying on "its guess" as to the
content of the Purchase Agreement, the Commission was relying on the testimony of Roger
Bloomfield relative to that contract. Roger Bloomfield testified that the Purchase Agreement did
not provide specifications for the wood to be supplied and that WFP could have satisfied the
contract terms by supplying wood from Connecticut Valley Chipping that Concord Steam could
not use. (2 Tr. 132-134) The whole point of this testimony was that Concord Steam was forced
by this situation to accept the terms of the

Page 40
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Termination and Assignment of Rights Agreement. The Commission did not have to see the
actual Purchase Agreement to accept Mr. Bloomfield's testimony relative to the consequences of
that Agreement. (2 Tr. 138-139) In fact, the submittal of the Agreement by the Company
presents no new information which would change the Commission’'s finding.

Since the Commission's findings are based upon the testimony of Roger Bloomfield and
Roger Bloomfield has died since the time of the hearing, there was no new evidence that the
Company presented that changed his testimony.

For these reasons, the Commission will not reconsider its findings that Roger Bloomfield
was imprudent in entering into the WFP Partnership and the Purchase Agreement with WFP, and
that the royalty payments arising from the Termination and Assignment of Rights agreement
should not have been charged to ratepayers.

Our Order will issue accordingly.
SUPPLEMENTAL ORDER
Upon consideration of the foregoing Report, which is made a part hereof; it is hereby

ORDERED, that Concord Steam Corporation's Motion for Rehearing be, and hereby is,
denied.

By order of the Public Utilities Commission of New Hampshire this twenty-eighth day of
January, 1987.

NH.PUC*02/03/87*[60338]*72 NH PUC 41*Northern Utilities, Inc.

[Go to End of 60338]

72 NH PUC 41

Re Northern Utilities, Inc.

DF 87-13
Order No. 18,558

New Hampshire Public Utilities Commission
February 3, 1987
ORDER authorizing the issuance of notes to refund long-term debt.

SECURITY ISSUES, § 116 — Notes — Purposes — Financing methods — Amortization of
premiums.

[N.H.] In order to take advantage of improved market conditions, to maintain financial
flexibility, and to remove overly burdensome securities restrictions, a gas utility was allowed to
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issue notes to refund long-term debt, with the premiums being paid for the transaction to be
considered part of the issuance costs recoverable through rates.

By the COMMISSION:
ORDER

WHEREAS, Northern Utilities, Inc., a New Hampshire corporation having its principal place
of business in Portsmouth, Rockingham County, having filed, on January 27, 1987, a petition for
authority pursuant to R.S.A. 369: 1 and 4 to issue, and sell at par value $10,000,000 aggregate
principal amount of 8.40% Notes due 1997; and

WHEREAS, Northern Utilities, Inc. states that the purpose of the proposed transaction is to
refund its total outstanding longterm debt and thereby replace the terms, conditions, and
covenants contained within the existing indentures and loan agreements and, in addition, to
reduce the level of the outstanding short-term debt; and

WHEREAS, Northern Utilities, Inc. also states that the above mentioned terms and
conditions in the existing indentures and loan agreements were created in large part

Page 41

over a span of many years primarily by the predecessor companies, and are overly restrictive
and limit the financial flexibility currently required to continue to provide quality service to its
customers; and

WHEREAS, Northern Utilities, Inc., is presently authorized to issue short-term notes in an
aggregate principal amount not to exceed $8,000,000, by Order No. 18,488 issued November 26,
1986 (71 NH PUC 700) by the New Hampshire Public Utilities Commission; and

WHEREAS, Northern Utilities, Inc., also filed a petition dated January 27, 1987, requesting
authority to increase short-term notes not to exceed $14,000,000; and

WHEREAS, Northern Utilities, Inc. has called for redemption effective February 1, 1987 of
all its First Mortgage Bonds, which will free it from the restrictive covenants contained in the
mortgage indentures; and

WHEREAS, Northern Utilities, Inc., due to the timing difference between the February 1,
1987 redemption and the March 31, 1987 completion of the proposed financing, finds it
necessary to use short-term debt as bridge financing; and

WHEREAS Northern Utilities, Inc. seeks authorization to include the premiums paid to
refund the existing long-term debt, as well as the unamortized debt expense associated with the
existing long-term debt, as part of the issuance costs associated with the proposed financing for
accounting and ratemaking purposes; and

WHEREAS, the New Hampshire Public Utilities Commission believes that it would be in the
public good to grant said request; it is

ORDERED NISI, that Northern Utilities, Inc. is hereby authorized to issue and sell at par
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value $10,000,000 aggregate principal amount of 8.40% Notes due in 1997, the proceeds from
the issuance will be used to refund all existing long-term indebtedness and to reduce certain
outstanding short-term indebtedness; and it is

FURTHER ORDERED, that the premiums paid to refund the existing long-term debt, as well
as the unamortized debt expense associated with the existing long-term debt, as part of the
issuance costs associated with the proposed financing will be accepted for ratemaking purposes;
and it is

FURTHER ORDERED, that Northern Utilities, Inc. is hereby authorized to issue and sell for
cash its notes and notes payable in an aggregate amount not to exceed $14,000,000 to be
effective January 30, 1987 and to terminate March 31, 1987; and it is

FURTHER ORDERED, that Northern Utilities, Inc. shall, in the future, file timely requests
for short-term debt levels in excess of statutory requirements or authorized levels in accordance
with regulations; and it is

FURTHER ORDERED, that on January first and July first of each year Northern Utilities
Inc. shall file with this Commission a detailed statement, duly sworn to by its Treasurer, showing
the disposition of the proceeds of such Notes until the whole of such proceeds shall have been
fully accounted for; and it is

FURTHER ORDERED, that this Order NISI shall be effective twenty days from the date of
this order unless the Commission provides otherwise in a supplemental order issued prior to the
effective date.

By Order of the Public Utilities Commission of New Hampshire this third day of February,
1987.

NH.PUC*02/04/87*[60343]*72 NH PUC 43*Kent Farm Water Company

[Go to End of 60343]

72 NH PUC 43

Re Kent Farm Water Company

DR 86-198
Order No. 18,560

New Hampshire Public Utilities Commission
February 4, 1987

PETITION by small water utility for authority to initiate service in a residential development and
to apply its proposed rates; granted as modified. For corrected depreciation expense and rate
calculations see Supplemental Order No. 18,598, 72 NH PUC 87.

1. CERTIFICATES, 8§ 125 — Water service — Real estate development — Factors.
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[N.H.] A small privately held water utility was authorized to provide service to a new real
estate development where no other utility was certificated in the area, the utility was owned by
individuals who had previous experience in operating small water utilities, and the utility's plant
had been approved by the state pollution control board. p. 44.

2. VALUATION, § 294 — Working capital — Cash requirements — Formula method.

[N.H.] The cash working capital component of a water utility's rate base was increased, using
the formula method, where a mathematical error in original computations had understated the
utility's cash needs. p. 44.

3. EXPENSES, § 14 — Estimates for the future — Comparisons in absence of evidence —
Commonly owned utilities.

[N.H.] Where a small water utility had no operational history of its own upon which to rely
when estimating expense levels, but the owners of the utility also owned five other small,
similarly situated, well established water utilities, it was reasonable to use the average expense
levels of those other utilities as a proxy for the water utility involved in the instant proceeding. p.
46.

4. DEPRECIATION, 8§ 81 — Water utility — Mains — Effect of customer contributions.

[N.H.] Where a water utility had not actually depreciated its mains, but instead had applied
customer contributions toward the mains for depreciation purposes, the utility agreed to reduce
the cost basis of its accounts by an amount representing the excess of customer contributions
over the costs of the mains. p. 46.

5. EXPENSES, § 109 — Taxes — Property taxes — Known liability.

[N.H.] A water utility was not allowed to reflect property taxes in its expense budget where
no tax bill had ever been received and where no formal notice of such a tax liability had even
been issued. p. 47.

6. RETURN, 8§ 25 — Factors — Comparisons to similar enterprises — Capital structure —
Equity rate.

[N.H.] A small water utility's proposed capital structure, based on a 10% equity rate, was
accepted, even though no analysis was proffered in support of the proposal, where the utility's

capital structure and equity rate were modeled after five similar water utilities owned by the
same individuals. p. 47.

7. RATES, 8 595 — Water rate design — Consumption charges — Basis.

[N.H.] A small water utility was allowed to implement rates incorporating a base quarterly
charge plus a separate consumption charge premised on an assumed average quarterly
consumption of 2000 cubic feet per customer. p. 48.

APPEARANCES: Peter Lewis and Stephen Noury on behalf of Kent Farm Water Company;
Frederick W. Crowley, customer, on behalf of the customers of Kent Farm Water Company; and
Daniel J. Kalinski on behalf of the Commission Staff.
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By the COMMISSION:
REPORT
I. PROCEDURAL HISTORY
Page 43

On June 25, 1986, Kent Farm Water Company (Company) filed a petition to establish a
water utility in a limited area in the Town of Hampstead, New Hampshire. In addition, the
Company filed proposed tariff pages reflecting the terms and conditions of water service and the
rates to be charged therefor. An Order of Notice was issued on July 13, 1986, scheduling a
hearing for October 1, 1986, at which Peter Lewis, the Company's president, Stephen Noury, a
representative of the firm (Lewis Builders, Inc.) which will provide managerial services to the
Company, and Dean Howard, president of DCH Construction, offered testimony and exhibits in
support of the petition and proposed tariff pages. Frederick Crowley, a resident of the
development the Company seeks to serve, submitted testimony and exhibits on behalf of the
Company's customers (Customers). The Commission Staff did not present any witnesses.

I1. PETITION TO ESTABLISH A WATER UTILITY

[1] By its petition, the Company seeks authority pursuant to RSA 374:22 to establish a public
utility to provide water to Kent Farm Crossing (Crossing), a 96 home, singlefamily development
in Hampstead, New Hampshire. The distribution system, including 2 wells and main pipes, was
installed by DCH Construction at a total cost of $128,250 in 1984 at the time the homes in the
Crossing were being constructed. Since late 1984 when the homes began to be inhabited, the
developer of the Crossing, Lewis Builders, Inc. (Lewis), has provided water service to the
Crossing at no charge. Peter Lewis, president and controlling shareholder of Lewis, incorporated
the Company in 1986 and initiated this proceeding in order to begin charging for water service.
Mr. Lewis, his wife and two children each own 25% of the Company's outstanding stock. They
are also principals in five other Commissionregulated small water companies: Bricketts Mills
Water Company, Glen Ridge Water Company, Lancaster Farms, Squire Ridge Water Company
and Walnut Ridge Water Company.

The legal description of the proposed franchise area is contained in Exhibit 3. The area,
approximately 1,700 acres, includes only the Crossing development. No other water utility is
currently enfranchised to provide water to the Crossing. Although they took issue with many of
the Company's positions on issues in the rate portion of this proceeding, the customers indicated
a desire to have Kent Farm provide water service and otherwise supported the petition.

At the hearing, the Company submitted a January 9, 1985 letter from the Water Supply and
Pollution Control Commission (WSPCC) approving the water system subject to certain
conditions, all of which have subsequently been complied with. The letter describes the system
as serving 84 sites, not 94. Mr. Noury testified that during 1985 the development was expanded
to include an additional 12 lots, and that the Company had requested and was awaiting further
written authorization from the WSPCC. Subsequent to the hearing, additional approval was
obtained and submitted to the Commission on December 31, 1986. Mr. Noury further testified
that the Company currently has no intention to expand the water system, and has performed no
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feasibility study to determine whether expansion is possible.

In view of the above, we find that awarding the proposed franchise area to the Company will
be consistent with the public good. Accordingly, the Company's petition will be granted. The
Company is hereby authorized to commence business as a public utility in the area described in
Exhibit 3.

I1l. RATES
A. Rate Base
[2] The Company proposes a rate base of $81,497, calculated as follows:

[Graphic(s) below may extend beyond size of screen or contain distortions.]

Gross plant $128,252
Less: Customer Contributions 48,000
80,252

Plus: Working Capital 1,245
Rate Base $ 81,497

The gross plant figure represents the total cost of the system installed by DCH Construction
(DCH). DCH collected $500 per lot from Lewis, the developer, which the Company has
deducted from gross plant as customer contributions in aid of construction. The Company's
working capital figure of $1,245 represents cash working capital calculated in accordance with
the so-called "formula method", whereby cash working capital is estimated to be the equivalent
of 45 days (1.5 months) of a utility's operation and maintenance expenses for a utility that bills
monthly, or 75 days (2.5 months) where quarterly billing is employed. The Company incorrectly
utilized 1.5 instead of 2.5 in its calculation.

With the exception of working capital, the Customers support the Company's rate base. They
agree that the formula method should be employed. However, because the Customers disagree
with the level of operation and maintenance expenses proposed by the Company, their cash
working capital component is different.

The gross plant and customer contribution figures and the various inputs thereto are amply
supported by the record and have been calculated consistent with wellestablished ratemaking
principles. Accordingly, we will adopt them for purposes of this proceeding. In addition, we
agree with the parties that the formula method should be used to derive cash working capital.
Utilizing the operation and maintenance expenses approved herein, we find the Company's cash
working capital to be $2,076.00 ($9,963 ° 12 = $830.25 x 2.5 = $2075.62).

We find the Company's rate base to be as follows:

[Graphic(s) below may extend beyond size of screen or contain distortions.]

Gross plant $128,252

Less: Customer Contribution 48,000

80,252

Plus: Working Capital 2,076
Rate Base 82,328

B. Expenses
1. Operation and Maintenance Expenses
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The amount of operation and maintenance expenses the Company seeks to recover through
rates is $9,963 (Revised Exhibit F to Exhibit 2), calculated as follows:

[Graphic(s) below may extend beyond size of screen or contain distortions.]

Superintendence $4,680
Purification (Water Testing) 150
Maintenance of Pumps 400

Power Purchased 2,423

Customer Meter Reading 240
Customer Billing 600

Office Supplies 350

Supervision Fees 1,000

Franchise Requirements 120
$9,963

Mr. Noury testified that with the exception of power costs, the above figures are estimates
based upon the actual expenses incurred by the other companies owned and operated by Mr.
Lewis and his family. The "Power Purchased" figure represents the total amount paid to Public
Service Company of New Hampshire during the 1985 calendar year for electricity used
exclusively to operate the system.

The customers agree with the Company's estimates regarding water testing, pump
maintenance, customer meter reading and franchise requirements. However, they disagree with
the Company's figures for the remaining items and propose the following be adopted instead:

[Graphic(s) below may extend beyond size of screen or contain distortions.]

Superintendence $4,520

1(13) ($160)
Power Purchased 2,186 (237)
Customer Billing 365 (235)
Office Supplies 207 (143)
Supervision Fees 820 (180)
955

The derivation of these figures is contained in Exhibit D to Exhibit 5. Therein, the Customers
have utilized what they feel are reasonable time and wage variables to arrive at their estimates.
Like the Company, the

Page 45

Customers' power cost estimate is based on actual bills received in 1985. However, the
Customers argue that they should not have to pay to heat the pump house during the winter and
have reduced the actual 1985 expense to reflect that position. The Customers contend that the
Company should insulate the pump house, which would result in lower electric bills. Overall, the
Customers' operation and maintenance expense estimate is $955 lower than that proposed by the
Company.

[3] After review, we will accept the estimates proffered by the Company. Unlike the
Customers' figures, they are based on the expense levels experienced by five small water
companies owned and operated by Mr. Lewis and his family. We find the expense levels of

© Public Utilities Reports, Inc., 2008 80



PURbase

similar systems to be an appropriate proxy in fixing a new company's rates. Because the
Customers' estimates are not based upon an operating utility's actual experience, we decline to
adopt them. It must be noted that the approximately $1,000 difference between the parties'
estimates is relatively small; it represents about 4 1/2% of the Company's revenue requirement.

The Commission shares the Customers' concerns over the Company's expenses. Because this
is a new company, history is not available as a guide; rates cannot be based on a recent test year.
We are left to our judgment in estimating future expenses. Our role, however, does not end with
this proceeding. We will monitor the Company's actual operating results through the periodic
reports the Company is required to file under Commission rules to make sure that the Company
is not earning in excess of its allowed return. If we find it is, we will open a proceeding to review
the Company's rates.

2. Depreciation

The Company submitted the following calculation of its annual depreciation expense
(Revised Exhibit D to Exhibit 2).

[Graphic(s) below may extend beyond size of screen or contain distortions.]

COST ANNUAL
BASIS RATE EXPENSE

2308.1 Well 12,000 2% 240.00
2308.2 Pumping Structure 4,907 2.5% 122.68
2308.5 Dist. Reservoir 20,000 2% 400.00
2316.2 Electric Pumping Equip. 16,881 10% 1,688.10
2356.0 Mains 43,040
Less Customer Cont. (48,000)
-0- 2% -0.Pp
2359.0 Services 26,092 2.5% 652.30
2360.0 Customer Meters 5,332 2.5% 133.30
Annual Depreciation Expense 3,236.38

[Graphic(s) below may extend beyond size of screen or contain distortions.]

[4] The Company did not depreciate

Mains, opting instead to apply customer

contributions toward the Mains for depreciation purposes. During the hearing, Mr.
Noury and Mr. Lewis agreed, at the suggestion of Staff and the Customers, to reduce the
cost basis of the Services account

by the excess of the contributions over the

cost basis of the mains (4,960), which results in a cost basis of 21,132 for Services.
At 2.5%, the annual depreciation expense

becomes $528.30. In addition, at Staff"s suggestion, the Company agreed that 5%, not
2.5%, should be used for Meters. In so

doing, the annual depreciation expense for

Meters becomes $266.60. As a result of

these changes, the total annual depreciation expense is $3,503.18.

We accept the proposed depreciation expense as amended. The rates utilized are
consistent with Commission precedent.

3. Property Taxes

[5]1 The Company argues it will be required to pay annual property taxes to the

Town of Hampstead of $2,815. This figure

is not based upon any tax bill received from

Hampstead, but is instead Mr. Noury®"s estimate of what the tax should be utilizing
the current rate of $21.95 as applied to

cost of the system. Neither Mr. Noury or

Mr. Lewis has discussed property tax liability with any representative of Hampstead.
Their belief that a tax will in fact be assessed in December of 1987 stems from a
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conversation Mr. Noury had with Hampstead"s former tax assessor who is now employed by the
Department of Revenue Administration. He expressed a belief that

such a bill would be forthcoming next year.

The Customers disagree with the proposed property tax figure. They submitted

a letter from Kenneth H. Clark, Chairman

of the Board of Selectmen, which states that

Hampstead assesses $4,300 to each piece

of property for a water supply and septic

system to the lot, and that there is therefore no additional assessment to the water
company "except for the land that it sits

on" (Exhibit F, Attachment 1 to Exhibit 5).

On the basis of the letter, the Customers

propose that either $11 or $35 will be the

Company®s property taxes. The calculation

is set forth in Exhibit F to Exhibit 5. Because of our finding below, it is not necessary
to reprint it here.

In order for an expense to be recovered

through rates, a utility has the burden of

establishing that the expense is known and

measurable. The Company has not met that

burden regarding the $2,815 property tax

expense. No bill has been received, nor has

the Company had any contact with Hampstead officials. More importantly, Mr. Lewis”
other Hampstead-based water Company,

Bricketts Mill Water Company, has never

received a property tax bill. It therefore,

cannot be said that the Company will receive a tax bill for $2,815. Accordingly, we
will exclude $2,815 from the Company”s

cost of service.

C. Rate of Return

The Company®s capital structure consists

of $4,000 in equity, provided by four stockholders (the Lewis family), and long term
debt of $76,252, which the Company will

obtain from a local lending institution when

it receives Commission approval to operate

as a public utility and collect rates. The proceeds of the debt will be used to pay DCH,
who, as stated above, installed the system.

The Company proposes a cost rate of

10% for both debt and equity, and, accordingly, an overall rate of return of 10%. With
regard to the debt cost rate, Mr. Noury

testified that the institution that will likely

provide the debt financing has indicated

that the rate bill be 2 percentage points

higher than the prime rate. At the time of

the hearing, the prime rate was 8%. No

testimony was provided regarding the derivation of the equity cost rate.

[6]1 We find the proposed capital structure and equity cost rate to be reasonable.
While no analysis was provided supporting

the 10% equity rate, we note that it falls

within the range of actual earnings of the

sample group of water utilities used by the

Commission in determining the cost of equity for small water companies. Regarding
the cost of debt, we note that the prime

rate has fallen since the hearing; it currently is 7.5%. Given that the Company"s
interest rate is to be set at 2 points above

the prime, we will utilize 9.5% instead of

10% to determine the Company®s overall

return, which we calculate as follows:

Component Component Weighted
Type Amount Ratio Cost Cost

Long Term Debt $76,252 _95% 9.5% 9.02%
Common Equity 4,000 .05% 10% -5%
Total 80,252 10050% 9.52%

Page 47
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Applying 9.52% to the rate base of 82,328 yields a return requirement of $7,838.00
D. Revenue Requirement
We compute the Company's revenue requirement as follows:

[Graphic(s) below may extend beyond size of screen or contain distortions.]

Operation and Maintenance $9,963
Depreciation Expense 3,503
Return Requirement 7,838

Revenue Requirement 21,304

E. Rate Structure

[7] The Company proposes a rate structure consisting of a base charge of $16.00 per quarter
and a consumption charge of $2.40/100 cubic feet to recover a revenue requirement of $24,164
calculated as follows:

[Graphic(s) below may extend beyond size of screen or contain distortions.]

Depreciation $ 3,236
Real Estate Taxes 2,815
$ 6,051

6,051 ° 96 = 63.03 Annual/16.00 Quarterly

Revenue Requirement $24,164
Less Base Charge 6,051
$18,113

18,113 = .024 per cubic feet or 2.40 per hundred
768,000 (2,000 cubic foot consumption per quarter

Proposed Tariff Rate

Base Charge $16.00
All Consumption $ 2.40/100 cu. ft.

Utilizing the approved revenue requirement of $21,304, the above methodology yields a rate
structure composed of a base charge of $9.12 and a consumption charge of 2.31/100 cubic feet,
the derivation of which is set forth below.

The customers strongly disagree with the use of 2,000 cubic feet per customer per quarter to
derive the consumption charge. They argue that 3,045 cubic feet per quarter is a more
appropriate average consumption figure. As set forth on Exhibit B to Exhibit 5, 3,045 represents
the average of 20 customers usage rates from prior residences, the lowest being 967 and the
highest 6,504. The Company argues that 2,000 cubic feet has been utilized in setting up the other
Lewis water companies. Moreover, according to Mr. Noury, the average consumption for the
first two quarters of 1986 for Lancaster Farms and Glen Ridge was approximately 2,000 cubic
feet. Given the similarity between those systems and the Company, the Company argues that
2,000 cubic feet is the appropriate estimate for this proceeding.

We agree with the Company that 2,000 cubic feet per customer per quarter should be utilized
to calculate its consumption charge. As reflected in the Commission's records, the historical
average consumption of water companies under our jurisdiction is 2,000 cubic feet. Accordingly,
the Commission has utilized it in determining a new company's consumption charge. The 1986
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consumption data for two similar small systems, Lancaster Farms and Glen Ridge, establishes
the reasonableness of utilizing 2,000 cubic feet. Again, we acknowledge and appreciate the
Customers' efforts in this

Page 48

regard. However, we feel that New Hampshire regulated utility historical data is a more
appropriate guideline than the Customers' data which apparently includes outof-state and
municipal systems. As stated above, we will monitor the Company's actual operating results to
ensure that if actual consumption is greater, the Company does not earn in excess of its rate of
return.

In view of the above, we calculate the Company's consumption charge as follows:
[Graphic(s) below may extend beyond size of screen or contain distortions.]

Depreciation: 3,503 ° 96 =
36.49 annually/$9.12 quarterly

Revenue Requirement 21,304
Less Base Charge 3,503
17,801

17,801 .0231 per cubic feet or
768,000 2.31 per hundred

(2,000 cubic foot consumption per
quarter per customer)

F. Miscellaneous

At the hearing, Mr. Noury and Mr. Lewis testified that it is the Company's intention to
maintain and be responsible for the "service" line from the main pipe to the customer's shut-off
valve, whether or not the valve is on the customer's property. Most water utilities under the
Commission's jurisdiction own and maintain the piping up to the property line. Indeed, that
policy is contained in the "Terms and Conditions" section of the proposed tariff. Thus, the
Company's tariff does not reflect the Company's policy.

As we stated at the hearing, the Company should investigate whether it should, like most
other water companies, be responsible for everything up to the property line. We advise the
Company to meet with Staff in this regard. Whatever the Company decides, it should be
accurately reflected in the Company's tariff.

The Company's rate filing did not comply with the Commission's tariff filing requirements
contained in Chapter 1600 of the Commission's rules. We acknowledge that some of the
requirements may be unduly burdensome for a small utility like the Company. However, the
rules must be complied with unless a waiver is granted. We advise the Company to confer with
the Commission Staff regarding what rules may be waived and to make such a request in its next
rate case.

Lastly, we want to note our appreciation to the Customers for the time and effort they have
devoted to this proceeding. Their involvement greatly aided the Commission in setting just and
reasonable rates for the Company.

© Public Utilities Reports, Inc., 2008 84



PURbase

Our Order will issue accordingly
ORDER
Upon consideration of the foregoing Report, which is made a part hereof; it is hereby

ORDERED, that Kent Farm Water Company be, and hereby is, authorized to conduct
operations as a water utility in the limited area of the Town of Hampstead described in the
foregoing Report; and it is

FURTHER ORDERED, that the tariff pages filed by Kent Farm Water Company on June 25,
1986 be, and hereby are, rejected; and it is

FURTHER ORDERED, that Kent Farm Water Company shall be allowed to collect gross
annual revenues of $21,304 by utilizing the following rate structure: $36.49 per customer per
year ($9.12 quarterly) and $2.31 per hundred cubic feet of consumption; and it is

FURTHER ORDERED, that Kent Farm Water Company shall file revised tariff pages
reflecting the approved rates which shall become effective for all service rendered on or after
January 1, 1987.

By order of the Public Utilities Commission of New Hampshire this fourth day of February,
1987.

FOOTNOTES

LIn their filing, the customers proposed
Page 49

superintendence fees based on $15.00 per hour. At the hearing Mr. Crowley agreed that
$20.00 was a more reasonable figure (Transcript, page (129). Utilizing $20.00 per hour instead
of $15.00 results in a superintendence estimate of $4,520.

NH.PUC*02/09/87*[60399]*72 NH PUC 54*Public Service Company of New Hampshire

[Go to End of 60399]

72 NH PUC 54

Re Public Service Company of New Hampshire

DR 86-122
Sixth Supplemental Order No. 18,562

New Hampshire Public Utilities Commission
February 9, 1987
MOTION for review of a procedural schedule; denied.
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PROCEDURE, § 39 — Time limitations — Motions — Basis for motion.
Page 54

[N.H.] Although denying a motion for review of a hearing and procedural schedule because
the motion was based on mere speculation and anticipation, the commission did find some merit
to concerns expressed in the motion, and it therefore set some time limitations on discovery and
the filing of written testimony.

By the COMMISSION:
REPORT

The Consumer Advocate moves to have the Commission review the hearing and procedural
schedule in the proceeding. The Consumer Advocate anticipates that Public Service Company of
New Hampshire (PSNH) will change its original request to spread the revenue deficiency, if any,
equally across all customer classes. If this occurs, the Consumer Advocate states, "PSNH has the
burden of proof and all intervenors to this proceeding are entitled to its theory of the case on rate
design prior to filing their own case."”

PSNH's response to the Consumer Advocate's motion is that PSNH has negotiated in good
faith in the consultative process with all willing parties and until the consultative process is
completed PSNH does not know if it will change its original position. The BIA concurs with
PSNH's objection to the Consumer Advocate's motion.

The Commission has reviewed the Consumer Advocate's motion and the parties responses
thereto and makes the following observations:

1. This proceeding was initiated on June 30, 1986 and in accordance with RSA 378:6 must
be completed by June 30, 1987.

2. Rate design is a material issue in this proceeding.

3. Report and Order No. 18,375 issued on August 20, 1986 (71 NH PUC 494) specifically
did not order the parties to engage in a consultative process in this hearing.

4. The Commission in the above report acknowledged that the consultative process is
administrative economy and provides a mechanism which helps parties understand each other's
positions thereby reducing the hearing time. However, such process must have willing
participation.

5. The Commission cannot force parties to settle issues if such parties choose to exercise
their right to fully litigate those issues.

The Commission finds that the Consumer Advocate's motion is based on speculation and
anticipation and could be denied on that basis. However, the motion draws attention to a
potential procedural problem that could delay the proceeding to a point that would prohibit the
Commission from having an appropriate period of time to prepare a proper report and order.
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In this proceeding, PSNH by its filings proposed to spread any revenue allowed evenly
across the classes. The Business and Industry Association (BIA) proposed to show that
Commercial and Industrial classes are currently subsidizing the residential class and revenues
allowed equally across all classes would further exacerbate an unfair burden that presently
exists. The discovery between BIA and PSNH has raised questions on whether the marginal cost
studies employed by PSNH are calculated correctly. The Consumer Advocate has not filed any
testimony to date. The Commission has not reviewed this evidence or received testimony that
would indicate whether or not PSNH will change its original position. However, a letter from
PSNH's attorney to the Consumer Advocate indicates that the consultative process could
possibly produce a change.

In consideration of the time constraints imposed in this proceeding, the Commission will
issue an additional procedural order to insure that this proceeding moves forward in an orderly
fashion.

Page 55

All parties shall file a position paper on rate design along with written testimony and exhibits
to support their positions on rate design issues on or before March 3, 1987. If prior written
testimony or exhibits will be relied upon, it shall be stated in the position paper.

All discovery requests on each party's testimony and/or exhibits shall be exchanged by
March 10, 1987.

All discovery responses shall be exchanged by March 17, 1987.

All rebuttal testimony and exhibits shall be filed by April 1, 1987. Hearings shall begin on
April 15, 1987.

SUPPLEMENTAL ORDER

The Commission finds that the position presented by the Consumer Advocate does not
support the approval of the Consumer Advocate's Motion. However, due to the concerns of the
Commission regarding time constraints, it is necessary to direct a procedural schedule to meet
said concerns. Therefore, it is hereby

ORDERED, that the Consumer Advocate's Motion for Procedural Order is denied; and it is
FURTHER ORDERED, that the procedural schedule as outlined in the Report is adopted.

By Order of the Public Utilities Commission of New Hampshire this ninth day of February,
1987.

NH.PUC*02/09/87*[60410]*72 NH PUC 56*New England Telephone and Telegraph Company

[Go to End of 60410]

72 NH PUC 56
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Re New England Telephone and Telegraph Company

DE 87-14
Order No. 18,565

New Hampshire Public Utilities Commission
February 9, 1987

ORDER authorizing the relocation of underwater telephone plant to avoid problems from nearby
bridge construction.

TELEPHONES, § 2 — Construction and equipment — Submarine plant — Relocation.

[N.H.] Where a telephone carrier had been installing submarine cable near a bridge that had
itself become the subject of new construction, interfering with the cable’s installation, the carrier
was instructed to temporarily relocate the cable to a nearby railroad bridge.

By the COMMISSION:
ORDER

WHEREAS, on January 23, 1987, this Commission was advised by letter from New England
Telephone & Telegraph Company (NET) that its submarine cable plant in Concord, New
Hampshire, was interfering with on-going bridge construction; and

WHEREAS, Commission staff learned on January 24, 1987 that construction had snared the
600-pair cable involved, causing no damage; and

WHEREAS, such incidents could delay construction and subject the State of New Hampshire
to penalties; and

WHEREAS, staff learned that verbal authorization by the Railroad Division of the
Department of Transportation had been received for temporary relocation of a 100pair cable
along the railroad bridge to meet interim telephone needs until permanent relocation of the 600
pair submarine cable; and

Page 56

WHEREAS, the license for the 600-pair crossing was granted by Order No. 12,730 in Docket
DE 77-14, April 29, 1977 (62 NH PUC 123) having been found necessary to meet the reasonable
requirements of the public, without substantially affecting the public rights and the waters
crossed; and

WHEREAS, temporary relocation of the telephone plant along the railroad bridge falls under
the scope of placing and maintaining the submarine plant granted by the earlier order; it is

ORDERED, that the temporary relocation of the telephone plant along the railroad bridge as
depicted in the drawing on file with this Commission be, and hereby is granted according to RSA
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371:20 and the earlier Order No. 12,730.

By order of the Public Utilities Commission of New Hampshire this ninth day of February,
1987.

NH.PUC*02/09/87*[60418]*72 NH PUC 57*Chichester Telephone Company

[Go to End of 60418]

72 NH PUC 57

Re Chichester Telephone Company

DR 86-260
Order No. 18,566

New Hampshire Public Utilities Commission
February 9, 1987
ORDER accepting revised corrected telephone tariff sheets.

RATES, § 237 — Schedules and formalities — Filing — Revisions and corrections.

[N.H.] Where a local exchange telephone carrier had made required corrections to its tariff
sheets, its revised tariffs were accepted for filing.

By the COMMISSION:
ORDER

WHEREAS, on September 30, 1986, the Chichester Telephone Company filed with this
Commission certain revisions to its Tariff No. 3, said revisions proposed to update terms and
conditions therein; and

WHEREAS, said filing was suspended by Order No. 18,435, October 7, 1986 Pending
Commission investigation and decision thereon; and

WHEREAS, Commission staff met with Chichester personnel to discuss errors and
omissions resulting in the filing of corrected pages on November 28, 1986; and

WHEREAS, subsequent review indicated the need for additional corrections which was filed
on January 20, 1987; and

WHEREAS, it now appears that the filing is in order and a decision can be rendered; it is

ORDERED, that the following pages of the Chichester Telephone Company Tariff No. 3 be,
and hereby are, rejected:

SECTION 1
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Sheet 2 4th Revision

Sheet 2A 1st, 2nd & 3rd Revisions

Sheet 3 4th Revision

Sheet 5 1st Revision

SECTION 3

Sheet 1 3rd, 4th & 5th Revisions

Sheet 2 2nd, 3rd & 4th Revisions

Sheet 4 1st Revision

Sheet 8 2nd Revision

Sheets 9A, C,

D,E,F, G,

H and I All 1st Revision

Sheet 11 1st Revision

Sheet 13 1st, 2nd & 3rd Revisions

Sheet 14 1st Revision

SECTION 4

Sheet 1A 2nd & 3rd Revisions

Sheet 1B 3rd & 4th Revisions

Sheet 1C 2nd & 3rd Revisions

Sheet 1D 4th & 5th Revisions

SECTION 5

Sheet 1 1st, 2nd & 3rd Revisions
Page 57

and it is

FURTHER ORDERED, that Chichester Telephone file the following revised tariff pages for
effect on February 20, 1987;

SECTION 1

Sheet 2 5th Revision

Sheet 2A 4th Revision, correcting
interest rate to 10%

Sheet 3 5th Revision

Sheet 5 2nd Revision
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SECTION 3

Sheet 1 6th Revision
Sheet 2 5th Revision
Sheet 4 2nd Revision
Sheet 8 3rd Revision
Sheets 9A

and 9C

through 91 2nd Revision
Sheet 11 2nd Revision
Sheet 13 4th Revision
Sheet 14 2nd Revision
SECTION 4

Sheet 1A 4th Revision
Sheet 1B 5th Revision
Sheet 1C 4th Revision
Sheet 1D 6th Revision
SECTION 5

Sheet 1 4th Revision

said revisions correcting issue numbers and effective date in addition to reasons previously
listed; and it is

FURTHER ORDERED, that one-time public notice be given by publication of a summary of
the purpose of these changes in a newspaper widely read by subscribers in the Chichester area.

By order of the Public Utilities Commission of New Hampshire this ninth day of February,
1987.

[Go to End of 60423]

72 NH PUC 58

Re Southern New Hampshire Water Company, Inc.

DR 86-131
Order No. 18,568

New Hampshire Public Utilities Commission
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February 9, 1987
PETITION by water utility for approval of a stipulated rate increase; granted.

1. VALUATION, § 25 — Date of valuation — Updates — Restrictions.

[N.H.] As part of a stipulated rate increase agreement, a water utility was allowed to update
its rate base by eight months, but the update was not permitted to reflect those months for which
temporary rates had already been placed in effect. p. 59.

2. DISCRIMINATION, § 184 — Water rates — Division subsidies — Phase out.

[N.H.] A water utility was required to phase out over a two-year period a subsidy one of its
divisions had been receiving, in order to make the division self-supporting. p. 60.

3. EXPENSES, § 89 — Rate case expense — Surcharge mechanism.

[N.H.] Although not accepting the level of rate case expenses filed, the commission
approved a water utility's method for recouping any such allowed expense, which involved a
surcharge mechanism for a two-year period. p. 60.

APPEARANCES: As previously noted.
By the COMMISSION:
REPORT

On May 16, 1986, Southern New Hampshire Water Company (Company), a public utility
providing water service in the State
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of New Hampshire, filed revised tariff pages reflecting an increase of $279,168 in its annual
revenues, said tariff to become effective on June 16, 1986. Subsequently, June 16, 1986, the
Commission issued Or- der No. 18,301 (71 NH PUC 365), suspending the effective date of the
tariff revisions pursuant to RSA 378:6, pending investigation. On July 24, 1986, the
Commission, through Order No. 18,347, set a procedural schedule for discovery and hearings on
the Company's petition.

On July 7, 1986, the Company requested temporary rates, effective June 16, 1986, at the
level of its then current permanent rates. A hearing was held on the Company's petition for
temporary rates, thereafter the Commission issued its Order No. 18,391 (71 NH PUC 530),
granting the Company's request for temporary rates making said temporary rates effective as of
September 3, 1986.

In accordance with the procedural schedule by the Commission, data requests and testimony
were submitted by Staff. Responses to data requests, and data requests for Staff were submitted
by the Company also in accordance with the procedural schedule. There were no requests for
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intervenor status in these proceedings.

Staff and the Company met on December 11, 1987, pursuant to Order No. 18,347. The
purpose of this meeting was to narrow issues in the docket. At this, and subsequent meetings
Staff and the Company negotiated a stipulation agreement which settled all issues in the docket.

On January 19, 1987 a duly noticed public hearing was held at the Commission offices in
Concord, N.H. Therein, the Company and Staff presented the stipulation as an exhibit (No. 6).
The stipulation reduced the Company's requested increase in annual revenues from $279,168 to
$212,903.

Overview of Stipulation

[1] Through the stipulation the Company was allowed to update its filed rate base from a
calculation utilizing an average balance at year end December 31, 1985 to an average balance at
year end August 31, 1986. In addition, the operating income statement was updated to reflect
actual revenues and expenses as of October 31, 1986. The operating income was further
proformed to reflect known and measurable changes up to twelve months beyond the test year
(10/31/87).

The parties agreed it was inappropriate to update rate base through October 31, 1986 because
temporary rates in this docket are approved effective September 3, 1986. Updating rate base
beyond September 3, 1986 would cause ratepayers to pay a return on plant which is not used and
useful once temporary rates are reconciled with the allowed permanent rate increase, i.e.,
recoupment of temporary rates.

The parties explained that the Stipulation Agreement sets forth revenue requirements for
each of the Company's divisions. Said revenue requirements were designed in such a way that
they reflect, as much as was deemed reasonably possible, the cost of service for each of the
divisions. The parties further explained that for certain divisions a complete match of the cost to
serve customers would result in an unduly burdensome rate. Therefore, to establish reasonable
rates for all divisions some cross subsidization was required. However, the parties stressed that
the subsidies are necessary to avoid suppressing customer growth in the affected divisions. Such
growth is needed to provide economies of scale so these divisions may eventually support its
individual cost to serve.

The stipulation included statements for each division1(14) . Based on these statements and
rate base computations, filed by the company on December 24, 1986 (entitled — "Southern New
Hampshire Water Company, Inc., Update of DR 86-131, December — 1986"), the parties
computed each division's cost of service which was used as guide for the following revenue
requirements:
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[Graphic(s) below may extend beyond size of screen or contain distortions.]

Percent
Increase Increase

Core System $ 83,129 3.89%

Williamsburg 7,249 48.81%
Goldenbrook 9,366 53.87%
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W & E 16,480 36.54%

Londonderry 62,368 95.48%

Amherst 3,794 50.76%

Sawmill 2,262 14.76%

Avery 1,045 15.03%

East Derry 12,400 N/A

Hardwood 5,200 N/A

Smythe Woods 8,800 N/A
Total $212,093 9.17%

In the stipulation, the parties settled on a long term debt cost of 12.07%, an 11.91% cost of
equity, and a capital structure of 57% debt to 43% equity including a proformed permanent
financing proposed by the Company. Said financing to transpire concurrent with approval of rate
relief in this docket. The parties further agreed to an average rate base of $6,790,202 calculated
based on thirteen monthly balances and a net operating income of $697,3882(15) , resulting in the
required revenue increase of $212,903.

The Amherst Division

[2] In addition to the above, the parties agreed to a "phase-out” of the subsidy Amherst
receives in this stipulation. The subsidy is calculated by the difference between the computed
cost of service for the division and the revenue requirement agreed upon within the stipulation.
This subsidy will be reduced by 50% in the Company's next filing for rate relief and again by
50% in the next subsequent filing. It is presumed that subsidy will be eliminated after the second
succeeding rate case involving the Company. Following this Amherst will be fully self
supporting.

Second Rate Filing

The stipulation also provides for a second rate case filing. Through the stipulation the
Company may file a revised rate petition which updates its Cost of Capital, Rate Base and net
operating income (1/19/87 Tr. 23-25) as of August 31, 1987. If this filing is forthcoming and the
Commission suspends such pending investigation, the parties further agree that the then existing
rate will be made temporary as of the date of any such suspension.

Rate Case Expense

[3] The parties have stipulated that the expense incurred by the Company during these
proceedings will be surcharged over a two year period. The detail of these expenses will be
provided by the Company once the final costs can be determined.

Commission Analysis

After review of the Stipulation the Commission believes that said stipulation is in general
just and reasonable and in the public good. Such stipulations have been granted by this
Commission as precedent.

We will not, however, accept the rate case expense as filed (Exhibit E to the Stipulation).
Full disclosure of legal and other costs incurred will be necessary to permit an adequate
evaluation of these expenses. Upon presentation of said data and completion of investigation
thereof, the Commission will issue the appropriate Order or Order of Notice for further
investigation, whichever the Commission deems necessary.

Our order will issue accordingly.
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ORDER
Upon consideration of the foregoing Report, which is made a part hereof, it is hereby

ORDERED, that Southern New Hampshire Water Company, Inc. is hereby authorized to
increase its rates by $212,093 on a permanent basis; and it is

FURTHER ORDERED, that Southern New Hampshire Water Company, Inc. file tariff pages
computing the shortfall in
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temporary rates since September 3, 1986; and it is

FURTHER ORDERED, that Southern New Hampshire Water Company, Inc. submit further
detail of its rate case expenses in accordance with the foregoing report.

By order of the Public Utilities Commission of New Hampshire this ninth day of February,
1987.

FOOTNOTES

1The Policy Water System was not included in the Company's filing for this docket.

2The effect of the Tax Reform Act of 1986 is reflected in the stipulation to the extent
possible. The Federal tax rate used was 40% and some adjustment was made to reflect a
reduction in excess deferred taxes.

NH.PUC*02/11/87*[60430]*72 NH PUC 61*New England Telephone and Telegraph Company

[Go to End of 60430]

72 NH PUC 61

Re New England Telephone and Telegraph Company

DE 87-12
Order No. 18,572

New Hampshire Public Utilities Commission
February 11, 1987

ORDER requesting comments from the public on the proposed installation of underwater
telephone plant.

TELEPHONES, § 2 — Construction and equipment — Submarine plant — Comments.
[N.H.] Comments were solicited on a telephone carrier's proposal to increase its service
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capacity through the installation of underwater plant in public waters.

By the COMMISSION:
ORDER

WHEREAS, on January 27, 1987, the New England Telephone & Telegraph Company
(NET) filed with this Commission a petition seeking license to place and maintain submarine
telephone plant beneath the waters of Tide Mill Creek in the Town of Hampton, New
Hampshire; and

WHEREAS, said telephone plant is necessary to serve the growing needs of the Hampton
exchange; and

WHEREAS, this Commission finds such construction in the public good; and

WHEREAS, the public should be offered the opportunity to respond in support of, or in
opposition to said petition; it is

ORDERED, that all persons interested in responding to this petition be notified that they may
submit their comments or file a written request for hearing on the matter before this Commission
no later than March, 3, 1987; and it is

FURTHER ORDERED, that NET effect said notification by publication of this order once in
The Union Leader and in the Portsmouth Herald, such publication to be no later than February
16, 1987 and designated in affidavits to be made on a copy of this order and filed with this
office; and it is

FURTHER ORDERED, NISI that NET be authorized, pursuant to RSA 371:17 et seq to
place and maintain telephone plant beneath the public waters of Tide Mill Creek in Hampton,
New Hampshire; and comprising two 1800-circuit submarine cables installed between Manholes
144 and ]45 situated on State Highway ]51 as depicted in NET Drawing No. 54-1; and it is

FURTHER ORDERED, that all construction meet requirements of the National Electrical
Safety Code and other applicable safety standards as well as the conditions mandated by the
Wetland Board Permit N-867 to assure protection of salt marsh areas; and it is

FURTHER ORDERED, that such authority shall be effective 20 days from the date of this
order, unless a hearing is requested as provided herein or the Commission otherwise directs prior
to the effective date.

By order of the Public Utilities
Page 61

Commission of New Hampshire this eleventh day of February, 1987.

NH.PUC*02/11/87*[60431]*72 NH PUC 62*Stewartstown Steam Company

[Go to End of 60431]
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72 NH PUC 62

Re Stewartstown Steam Company

DR 86-98
Order No. 18,573

New Hampshire Public Utilities Commission
February 11, 1987

APPLICATION by small power production facility for authority to implement front-end loaded
rates; granted.

COGENERATION, § 24 — Rates — Front-end loading — Factors.

[N.H.] A wood-fired small power production facility was granted authority to institute
levelized front-end loaded rates for its power, where the rates would not be for longer than a
20-year term and where the project was sufficiently developed to assure that the project would
maintain its level of annual output and would have a service life at least equal to the rate term; in
evaluating the development of the project, the commission noted the facility's successful
experience in a similar project in another state as well as the facility's prudence in already
securing longterm guarantees of supplies of wood fuel products.

APPEARANCES: Angus S. King, Jr., Esquire for Stewartstown Steam Company; Thomas B.
Getz, Esquire and Sulloway, Hollis & Soden by Eaton W. Tarbell, Jr., Esquire and Margaret H.
Nelson, Esquire for Public Service Company of New Hampshire; Joseph Rogers, Esquire for
Consumer Advocate; Dr. Sarah P. Voll, Mark Collin and Nadeen Gazaway for Staff of the
Public Utilities Commission.

By the COMMISSION:
REPORT
I. PROCEDURAL HISTORY

On March 28, 1986, Stewartstown Steam Company (Stewartstown) filed a long term rate
petition for a proposed 13.8 MW woodfired small power production facility to be located in
West Stewartstown, New Hampshire, pursuant to Re Small Energy Producers and Cogenerators,
Docket No. DE 83-62, 69 NH PUC 352, 61 PUR4th 132 (1984) (DE 83-62) and Docket No. DR
85-215, Report and Order No. 17,838 (September 5, 1986), 70 NH PUC 753, 69 PUR4th 365
(DR 85-215). The petition requested, inter alia, a thirty (30) year rate order and a 1988 online
year for the Stewartstown plant. On August 25, 1986 Stewartstown filed an amendment to its
rate petition requesting a twenty (20) year rate order and a 1989 online year. Upon review of the
rate petition as originally filed, the Commission found that the issues involved in the
Stewartstown petition warranted further investigation and, by Order No. 18,233, decided to
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consider the Stewartstown petition in conjunction with a number of other dockets involving rate
petitions for other wood burning small power production facilities. A prehearing conference was
held in these dockets on May 13, 1986. By Order No. 18,287 (71 NH PUC 339) the Commission
accepted the procedural schedule requested by the parties, which concluded with a hearing
scheduled for Stewartstown on July 8, 1986. Hearings were subsequently held for Stewartstown
on July 8, 10, September 4, 12, and 29, 1986. The Commission granted the parties' request to file
briefs. Public Service Company of New Hampshire (PSNH) and Stewartstown submitted their
briefs on November 5, 1986.

Il. POSITION OF THE PARTIES

A. STEWARTSTOWN

Stewartstown takes the position that the Commission should approve the rates that
Page 62

it requested in its amended petition. In taking this position, Stewartstown identifies the issues
to be decided as whether there is a "reasonable expectation™ that the project will be constructed
and come on-line as projected, and whether there is a reasonable likelihood that the project will
stay on-line and deliver the expected level of power during the term of the rate. These two issues
speak to the maturity and the long term viability of the project, respectively. Stewartstown
asserts that the evidence demonstrates the maturity and long term viability of the project.

Regarding the maturity of the project, Stewartstown argues that all the essential elements
necessary for the development of the project are now in place, including an executed fuel
contract option, identified financing sources, a fully developed plant design and air resource
permit. Stewartstown further argues that the project's feasibility was established long before the
rate filing, noting that PSNH's own witnesses, Mr. Cleverdon and Mr. Brown, conceded that the
project appeared to be the furthest advanced and met more of the PSNH criteria for being mature
than any of the other wood-fired project proposals before the Commission. Brief at 7.

Stewartstown cited extensive experience, involving hydro and bio-mass facilities, in twelve
prior projects that it has developed according to schedule. Stewartstown placed particular
emphasis on its experience regarding the nearly complete Greenville Steam Company
(Greenville) facility, a woodfired power plant under construction in the State of Maine.1(16)

Regarding the second issue, the long term viability of the project, Stewartstown argues that
the project's engineering, design and identified fuel supply provide reasonable assurance that the
project will remain online for at least a twenty year duration of its requested rate order. In
particular, Stewartstown again points to its experience regarding the Greenville project, the
respected engineering firms involved in the Stewartstown project design, the high quality of the
equipment chosen for the project, the experienced personnel to be used for plant management
and maintenance field, and the arrangements it has made with respect to fuel supply.

B. PSNH

PSNH alleges that Stewartstown has not met its burden of demonstrating that it can satisfy
the requirements of the Commission and therefore, it is not entitled to receive front-end loaded
rates. PSNH contends that according to the criteria set forth in prior Commission orders and the
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representations made by Stewartstown in its long term rate petition, the Stewartstown petition
was filed prematurely and does not provide the necessary assurances of the long term viability of
the project. In particular, PSNH questions Stewartstown's commitment to achieve its proposed
commercial on-line date and to remain on-line throughout the rate term in order to repay
ratepayers the amount of front-end loading.

PSNH avers that Stewartstown had not begun most of the critical stages of development
before it submitted its original long term rate petition. It states that Stewartstown had not
obtained an opinion as to the title of its project site, contracted with a general contractor, entered
into fuel supply contracts, obtained any necessary regulatory approvals and obtained financing at
the time the rate petition was filed. PSNH also argues that it is not appropriate to use the
Greenville facility to establish that the Stewartstown project will not encounter problems in its
development.

PSNH alleges that Stewartstown's fuel supply is uncertain. It questions the length and
reliability of Stewartstown's ten year contract option. PSNH states that the wood supply provides
no protection after year ten, the time when PSNH and its ratepayers are most at risk.

PSNH argues that Stewartstown is not entitled to receive rates established in DR 85-215
because Stewartstown's amended rate petition was not filed until August 22, 1986. PSNH states
that Stewartstown filed its
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amended rate petition after the Commission had imposed a temporary suspension in DR
85-215 and that this filing differed "fundamentally” from their original rate petition filed on
March 22, 1986. Brief at 33.

Finally, PSNH argues that DR 85-215 rate no longer reflects the best current estimates of
avoided costs and therefore should not be granted to Stewartstown. It describes the current
situation as being characterized by approximately 700 MW of QF capacity pending before the
Commission, rate increases of 70% that would result from levelized rates from that quantity of
capacity and indications that PSNH will not require additional capacity until the mid to late
1990's. Therefore it contends that the Commission should carefully scrutinize each pending
project, and deny these that do not satisfy the Commission's previously established criteria.

I11. Commission Analysis

The issues identified and contested by the parties relate to the timeliness, or maturity, of the
rate filing and the eligibility of the project for levelized or front-end loaded rates pursuant to the
criteria set forth in DE 83-62. The criteria cited by the Commission in prior Orders to be used as
indicia were summarized by the Commission in Docket No. DR 86-39, Re SES Concord Co.,
L.P., in Report and Order No. 18,358 (71 NH PUC 437).2(17) These criteria include, among
other things, project life equal to or greater than the rate term and assurances that the level of
annual output will be adequately maintained by the facility.

A. Project Maturity.

In the case before us, we find that the project is mature enough to qualify Stewartstown for a
long term rate. The Stewartstown proposal involves replicating a nearly complete wood-fired
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small power production facility located in Greenville, Maine. This replication has led to the
selection of a suitable site for a second wood-fired small power production facility to "reuse the
great deal of effort and energy and engineering work that had gone into the design, permitting
and construction of the Greenville, Maine wood-fired project.” 1 TR 19.

Stewartstown acquired right, title and interest in the West Stewartstown project site on
January 20, 1986, before this rate petition was filed. Exh. I, tab 4. This not only reasonably
secures a site for the project construction, but also strategically locates the project near an
identified and secured fuel supply. Stewartstown has identified a specific type of wood fuel
resource for its project and obtained a ten year fuel contract option for two-thirds of the wood
fuel required by the plant. Exh. I, tab 2.

Stewartstown has also had an air quality analysis performed (Exh. I, att. 1) which led to the
approval of an air resource permit for the project. Appendix A of Stewartstown brief.
Stewartstown had a hydrotechnical firm perform a preliminary analysis of the plant site's
groundwater favorability (Exh. I, tab 5) and has worked with town officials to identify the
options that are available with respect to its water and waste disposal needs. Exh. I, tab 6. It is
also in the process of developing, in conjunction with the New Hampshire Solid Waste
Commission, an agricultural ash spreading program, and is in the process of securing other
required permits from appropriate state agencies.

With respect to financing arrangements, Stewartstown presented letters of interest from
lending institutions as well as equity sources (Exh. I, tabs 9-10) and demonstrated that it has
considerable experience in the financing of small power production facilities located throughout
New England.

Although PSNH questions the maturity of the Stewartstown project alleging that a number of
development steps remain to be completed, the Commission has not required that all
developmental problems be resolved before a rate petition is filed. Since the Settlement and
Order in DE 83-62 allowed developers to file for rates up to four years before commercial
operation, clearly it was not anticipated that all
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developmental problems needed to be resolved before filing. Rather a developer must show
that there is a reasonable expectation that the project will be developed, constructed and come
on-line as proposed. While certain developmental milestones provide indications of project
maturity, the methodology and criteria of DE 83-62 do not require the achievement of specific
milestones. Whether a project is ready to receive a long term rate is a question of Commission
judgment.

Developers that petitioned to the Commission in the spring of 1986 for a rate pursuant to DR
85-215 have represented a continuum of the development process. The Commission found that
the petitions of Re Pinetree Development Corp., (Pinetree), Docket DR 86-100 et al. and Re
Resource Electric Corp. (REC), Docket DR 86-77 were filed prematurely and therefore not
entitled to long term rates pursuant to DR 85-215. On the other hand, the Commission found that
the petition of Re Wormser Engineering Corp., (Wormser), Docket DR 86-1, was filed timely
and therefore the developers could reasonably assure the Commission that they could meet their
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on-line date. The timing of the filing of the long term rate petition of Stewartstown, is neither as
clearly premature as the Pinetree and REC petitions, nor as clearly timely as the Wormser
petition and in our judgement represents a borderline case. However, on balance, it is the
Commission's view that the Stewartstown project is sufficiently mature to qualify for long term
rates pursuant to DR 85-215.

B. Long Term Viability.

A developer must be able to reasonably assure the Commission that the project will produce
power at projected levels for the duration of the rate obligation in order to receive front-end
loaded rates. We find that Stewartstown has met this burden with respect to the long term
technical and operational viability as well as the economic viability of the project.

With respect to the technical and operational viability of the project, Stewartstown has
demonstrated that its proposal to replicate the nearly complete Greenville plant will result in a
plant with the design life in excess of the twenty-year rate obligation. Stewartstown's proposed
engineering firm has experience in the design and engineering of the Greenville facility and with
other wood-fired power plants. Furthermore, an independent engineering analysis that endorses
the design and engineering philosophy of the Greenville plant provides additional support to the
technical and operational viability of the Stewartstown project proposal. The Stewartstown
facility will also utilize high quality plant equipment including a boiler configured to burn
alternate fuels, making the plant flexible with respect to wood fuel types. Stewartstown has
provided additional assurances that the plant will operate efficiently and at targeted availability.
Stewartstown will maintain a reserve fund for equipment replacement repair and a spare parts
inventory. The reserve fund and parts inventory will complement Stewartstown's maintenance
and life extension programs. Stewartstown will also establish minimum operating standards for
the plant and a payroll incentive program that are designed to encourage high availability.

Stewartstown has assured the Commission that the personnel that will operate the plant will
have the appropriate skill and experience. Stewartstown also has substantial experience in the
operation of other small power production facilities in New England.

Regarding the economic viability of the project, the Commission's concerns under front-end
loaded rates relate to the escalation of fuel costs and consequently project costs above the
front-end loaded rate in the later years, which could thereby endanger Stewartstown's ability to
repay the front-end loaded amounts. Stewartstown has provided sufficient assurances that the
project is economically viable.

Stewartstown has secured a fuel supply for the first ten years of the project life. It will utilize
a boiler design that can accommodate multiple forms of wood fuel, including mill residues and
whole-tree chips,
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all of which is in abundant long term supply in the vicinity of the proposed site. The
flexibility of the boiler to burn a variety of fuels also gives Stewartstown the ability to purchase
fuels in accordance with the market situation at any particular time.

Stewartstown's rate structure is designed to allow for escalating prices for fuel beyond the ten
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year term of their current fuel supply contract. The Commission agrees with Stewartstown's
contention that wood fuel prices are likely to remain more stable into the future, since they are a
renewable resource, than the relatively volatile fossil fuel prices are likely to be. Furthermore,
since principal and interest payments will not be required after year ten (assuming a ten year debt
term) Stewartstown's cash flow would increase after the tenth year in sufficient amounts to
accommodate any foreseeable or, within reason unforeseeable, escalation in the cost of fuel for
the duration of the rate term. This factor re-enforces Stewartstown's contention that its cash flow
after the expiration of its ten year fuel purchase contract will be more than adequate to meet
escalating wood fuel costs and other operating costs to the end of the twenty year rate term.

C. Amended Rate Petition

On April 25, 1986, Stewartstown filed an amendment to its rate petition which addressed two
concerns which the Commission had expressed in prior Orders concerning other small power
producer applications. In Docket DR 86-152, regarding New England Alternate Fuels-Swanzey,
the Commission stated that it will not grant rates longer than 20 years to wood/electric facilities
because much of the equipment is designed for a 20 year life, thereby requiring substantial new
investments to extend plant life beyond the 20th year.3(18) In the same docket, the Commission
also emphasized the importance of projects being able to meet their projected on-line dates.4(19)

The Commission has traditionally accepted, within reason, amended rate petitions in small
power production cases as it has in cases involving other types of public utilities. In this case,
Stewartstown seeks to amend its original petition by reducing the requested rate term from 30
years to 20 years and by postponing its proposed online date by one year. In the amendment,
Stewartstown did not withdraw its offer to provide a junior lien as security for the front-end
loaded rates although the Commission in the past has normally only required such liens for rate
terms beyond 20 years. We find the proposed amendment reasonable and in keeping with prior
Commission Orders as discussed above. We accordingly accept the amendment as proposed,
including Stewartstown's offer of a junior lien.

Based on the above analysis the Commission finds that Stewartstown has demonstrated its
eligibility for front-end loaded rates pursuant to DR 85-215.

Our Order will issue accordingly.
ORDER
Upon consideration of the foregoing Report, which is made a part hereof; it is hereby

ORDERED, that Stewartstown's petition for a 20 year long term rate for its proposed 13.8
MW wood-fired small power production facility is approved; and it is

FURTHER ORDERED, that the approval of this rate is conditional on the junior lien offered
by the petitioner.

By Order of the New Hampshire Public Utilities Commission this eleventh day of February,
1987.

FOOTNOTES

1The Greenville project is a wood-fired small power production facility being developed by
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Swift River/ Haflsund Company, which is a general partner of the Stewartstown Steam
Company, a limited partnership established for the purposes of developing and operating the
Stewartstown facility.

2Docket No. DR 86-39, Re SES Concord Co., L.P., Report and Order No. 18,358, pp. 10-12
(71 NH PUC 437).

3Report accompanying Order No. 18,343, dated July 23, 1986, at 10-11 (71 NH PUC 423).
41d. at 5 et. seq.

NH.PUC*02/13/87*[60377]*72 NH PUC 50*Public Service Company of New Hampshire

[Go to End of 60377]

72 NH PUC 50

Re Public Service Company of New Hampshire

DR 86-295
Supplemental Order No. 18,561

New Hampshire Public Utilities Commission
February 13, 1987

MOTIONS for rehearing the denial of a rate increase by an electric utility to recover certain
expenses; denied.

1. STATUTES, § 17 — Construction, operation, and effect — Giving effect to entire statute.

[N.H.] The commission declined to rule on the propriety of action by an electric utility,
alleged to violate the purpose section of a state statute, because there was no allegation with
regard to violation of any particular portion of the act; actions that ran counter to the purpose
section of a statute were undoubtedly common, because statutes administered by the commission
had many conflicting purposes, which should be dealt with by reading specific provisions of the
statutes in pari materia. p. 51.

2. EXPENSES, 8 19 — Treatment of particular kinds of expenses — Reasonableness.

[N.H.] A showing merely that a utility incurred reasonable expenses did not mean that any
recovery mechanism or rate based on the expenses was just and reasonable; therefore, an electric
utility that had made certain discretionary choices with regard to customer billing and the timing
and choice of rate actions, which resulted in a higher rate than would have been necessary under
different discretionary choices, was not allowed an additional rate increase to recover certain
expenses, because the utility did not show the reasonableness of the choices which caused the
higher rate, and thus failed to show the reasonableness of its proposed rate. p. 52.
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By the COMMISSION:
Report Regarding Post Report and Order Motions

On January 23, 1987 the Consumer Advocate filed a motion for rehearing pursuant to N.H.
Rev. Stat. Ann. 541:3 relating to the issue in Order No. 18,527 (72 NH PUC 1) of the payments
by Public Service Company of New Hampshire (PSNH) to Pittsfield Power and Light
Corporation (PPL) and Thermo Electron Corporation (TEC). On January 26, 1987 PSNH moved
for clarification or rehearing pursuant to Sections 365:21 and 541:3 N.H. Rev. Stat. Ann. on the
issue in Order No. 18,527 regarding the Company's request of an additional rate increase due to
various PSNH discretionary acts. In this Report and the Order attached hereto, the Commission
denies the relief requested in the above mentioned motions, but clarifies one sentence in Order
No. 18,527.

|. The Consumer Advocate Motion

The Consumer Advocate's Motion does not oppose the action taken by the Commission in its
Order No. 18,527 regarding the PSNH payment to PPL and TEC. Instead, the Consumer
Advocate advocates that the Commission take additional action on this matter. In particular, the
motion states that the Commission should have ruled on the propriety of allowing PSNH to enter
into contracts such as the one entered into with PPL and TEC. The Consumer Advocate
specifically asks the Commission to rehear the matter and find such actions improper or
unlawful. The Consumer Advocate also asks the Commission to request that the US Department
of
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Justice investigate the anti-trust implications of these PSNH activities.

As page 10 of the Commission's Report and Order No. 18,527 noted, this proceeding was
held pursuant to Section 378:3-a N.H. Rev. Stat. Ann. That statute involves a special rate
mechanism for a specific area of expenses incurred by an electric utility. Adjustment clauses
such as this one have traditionally involved a relatively quick proceeding and fast adjustment.
The policy reasons behind these special rate mechanisms are the relative lack of control by the
Company over such expenses, the magnitude of such expenses, and the relatively high
fluctuation of such expenses. See e.g.: Foy, "Cost Adjustment In Utility Rate Schedules”, 13
Vanderbilt Law Review 663, 668-672 (1960).

As the Commission indicated in its Report and Order, there are significant arguments that the
payment to PPL and TEC, even if found to be prudently incurred, is not covered by Section
378:3-a. The Commission made no finding on this matter in its Report and Order and makes no
finding on that herein. However, the Commission does not believe that it should take actions in
this proceeding beyond the appropriate rate adjustment authorized by the specialized rate
adjustment mechanism of Section 378:3-a N.H. Rev. Stat. Ann.

[1] The Consumer Advocate does not request rehearing on the Commission's rate action
related to the PSNH payment. Instead, the Consumer Advocate raises concerns over various
effects or potential effects outside those caused by the rate adjustments in the Commission'’s
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Order. Based on the reasoning of the foregoing paragraph, the Commission declines to consider
those concerns within the context of this docket. However, the Commission believes the
Consumer Advocate's specific allegations merit discussion.

In his motion, the Consumer Advocate alleges that the PSNH contract is contrary to public
policy, and violates the purpose section of the Limited Electrical Energy Producers Act. The
Commission finds the Consumer Advocates's argument that the contract is contrary to public
policy to be broad and vague. For this reason, the Commission finds it impossible to
appropriately respond to this allegation and thus declines to do so. With regard to the allegation
that the PSNH action violates the Limited Electrical Energy Producers Act, the Commission
finds the Consumer Advocate has made no allegation with regard to violation of any particular
portion of the act. Actions which run counter to the purpose section of a statute, the only portion
of the Statute which the Consumer Advocate noted, are undoubtedly common. The statutes that
the Commission administers have many conflicting purposes which must be dealt with by
reading specific provisions of the statutes in pari materia.

The Consumer Advocate also alleges that the PSNH payment to TEC and PPL is
anticompetitive and raises "serious anti-trust questions". These allegations do not allege unlawful
action and are not sufficiently developed for the Commission to respond to. If the Consumer
Advocate desires action in this area, the Commission believes it appropriate for these concerns to
be more completely developed.

The Consumer Advocate also raises hypothetical or theoretical future violations of Sections
378:16, 378:18 and 378:21 N.H. Rev. Stat. Ann. The Commission at this time declines to address
those hypothetical or theoretical violations by PSNH or any policies related thereto. While the
Commission is not necessarily bound by formal legal considerations of ripeness, the Consumer
Advocate's filing does not convince the Commission that it should investigate those alleged
potential problems at this time.

The Commission further declines to, at this time, contact the US Department of Justice to
investigate PSNH's activities. As noted above, the Consumer Advocate's filing lacks specific
discussion of anti-trust policy or law. Furthermore, the Consumer Advocate is always free to
provide the US Department of Justice with any or all of the information from this docket if he
considers such action appropriate.

Il. The PSNH Motion
Page 51

[2] In its Motion, PSNH indicates that a sentence on page 13 of the Commission's Report and
Order conflicts with other portions of the Commission’'s Report and Order. The sentence states
that:

the evidence in this proceeding indicates that other expenses proposed by PSNH to adjust its
ECRM rate are reasonable and allowed for recovery in ECRM.

Taken in the context of the paragraph, the term "other expenses™ in that sentence clearly
means expenses other than the above discussed PSNH payment to PPL and TEC. The PSNH
motion accurately indicates that the Commission's order did not actually provide for recovery of
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all those other expenses. PSNH requests that the Commission provide for such recovery in the
current or future ECRM periods.

As the Commission order makes clear, the Company made certain discretionary choices with
regard to customer billing and the timing and choice of rate actions in Commission Docket No.
DR 86-122 which resulted in a higher rate than would have been necessary under different
discretionary choices. Because of the lack of evidence showing the reasonableness of those
choices, the Commission did not provide for the additional rate increase caused by those
discretionary choices. Thus, the portion of the above quoted sentence which says "and allowed
for recovery in ECRM" is misleading. Since the Commission did not allow that additional
increase related to the discretionary choices, the Commission did not provide for recovery of
certain reasonably incurred expenses. Thus, the Commission clarifies that order by eliminating
language which states "and allowed for recovery in ECRM" in the above quoted sentence.

The Company makes two arguments indicating that recovery should be provided for in this
docket. First, the Company seems to argue that as long as the expenses are indeed reasonable, as
the Commission did find, recovery must be provided. Second, the Company argues through
quoting various portions of the transcript that the recovery mechanism or billing mechanism was
reasonable.

With regard to the first argument, the Company indicates that disallowing those reasonably
incurred costs due to the failure to show the reasonableness of the recovery mechanism would
unreasonably and unlawfully deny PSNH the opportunity to recover its prudently incurred
energy costs. The Commission does not agree. It is the Company's burden to show that what it is
proposing constitutes "just and reasonable rates”. To simply show that it has incurred reasonable
expenses does not mean that any recovery mechanism or rate based upon them is just and
reasonable. As is developed in the Commission Order No. 18,527 (72 NH PUC 1) the Company
took various choices under which it was impossible to implement the ECRM change under the
traditional mechanism on January 1, 1987. This impossibility was a result of several
discretionary Company choices. The Company did not put on evidence showing that the other
options open to the Company were considered and appropriately rejected. The evidence did
indicate that under other options the rate would have been lower and still provided complete
recovery. The evidence further showed that under the choices the Company did make the only
way the Company could recover certain expenses was by adding an additional increased
component to the rate. Since the Company did not show the reasonableness of the choices which
caused the higher rate, the Commission found that the Company failed to show the
reasonableness of its proposed rates.

The PSNH motion also seems to request the Commission to rule on recovery of these
amounts in subsequent ECRM periods. The Commission finds a decision on that issue
premature. However, the Commission anticipates that the Company will present the Commission
with a request for any underrecovery in this ECRM period at a future ECRM proceeding.

Page 52

Commissioner Aeschliman Concurring Opinion
While I concur with the conclusions of the foregoing report, | believe the Consumer
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Advocate has raised a number of issues and allegations in the motion for rehearing that were not
raised at the time of the hearing which merit further comment.

The Consumer Advocate contends that the Commission should prevent PSNH from entering
into buyout arrangements with other Small Power Producers, Cogenerators or Self-Generators
because such action is anti-competitive, is contrary to public policy as expressed in LEEPA
(RSA 362-A:1 et seq.) and will eventually increase rates because the utilities and ratepayers will
have lost these inexpensive capacity sources. It is important to address each of the reasons for
which the Consumer Advocate is requesting Commission action.

First, underlying the contention that buyout arrangements are anti-competitive is a basic
misconception about "competition™ in the context of a regulated monopoly. It is assumed in the
PURPA/LEEPA framework that utilities are monopoly suppliers. By requiring utilities to
purchase from independent producers at rates based on the utility's "avoided costs", PURPA and
LEEPA attempt to insure that utilities will buy from SPPs or QFs whenever it will reduce their
present or future costs.

The capital costs of generating plants already owned by the utility can not be avoided or
reduced by purchases from other producers. Consequently, SPPs do not and can not "compete"
with the capital costs of Seabrook or any other existing investment in utility generating plant.
These "sunk™ capital costs can only be avoided by ratepayers through Commission disallowance
in a rate case, through Company election not to request cost recovery, or through disallowance
for valuation purposes in a bankruptcy.

Consequently, buy out arrangements in the context of LEEPA/PURPA would be
"anti-competitive" and contrary to public policy where the Commission has approved a
long-term rate. Presumably, the Commission has approved long-term rate filings that it believes
are consistent with the mandate of LEEPA/PURPA.1(20) In the instant case involving Pittsfield
and Thermo Electron the Commission had not approved the rate filings. It is difficult to conceive
of an instance in which the Commission could approve rate recovery for a buyout of a
Commission approved rate order. To the extent that the Company pursued such a policy the
Commission could consider this action in a future rate proceeding in making determinations
relative to excess capacity.2(21)

It would also be contrary to the policy objectives of LEEPA/PURPA for PSNH by acquiring
the development rights of a project to prevent that power from being available to another utility.
The only utility for which it would possibly be in PSNH's interest to prevent a purchase from a
SPP is the New Hampshire Electric Cooperative, as purchases from SPPs would reduce the
Cooperative's purchases from PSNH. Evidence of such action could potentially be considered in
a PSNH rate case relative to excess capacity determinations. The Commission has not been
presented with evidence of such a situation occurring and the Consumer Advocate has not cited
any authority by which the Commission could prevent PSNH from entering into such a contract.
I have previously expressed my concerns about agreements between utilities that may limit SPP
development. (See, DF 83-260, Re New Hampshire Electric Co-op., Inc., Opinion of
Commissioner Aeschliman, Dissenting in Part, Report and Seventeenth Supplemental Order No.
17,638 at 15 [70 NH PUC 422, 488].)

Competition on the demand side as opposed to the supply side is an entirely different
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question, which has nothing to do with rate filings pursuant to PURPA/LEEPA. Customers of
PSNH may elect to by-pass the PSNH system for all or part of their purchases by generating
their own power (self-generation) or purchasing power from a SPP within the legal constraints of
retail sales permitted under LEEPA. (RSA
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362A:2-a, Purchase of Output by Private Sector.) PSNH may attempt to meet demand side
competition through pricing policies designed to prevent customer by-pass. These pricing
policies would require Commission approval either in the context of a rate case or special
contract proceeding. Whether the Company will be able to avoid by-pass and remain viable
consistent with appropriate regulatory policies and pricing structures is certainly an area to be
addressed in the forthcoming financing proceeding. The Consumer Advocate can address these
concerns in the context of examining the appropriateness of pricing structures assumed by the
Company in developing load forecasts, Pathways 2000 or other plans that may be presented. The
Consumer Advocate may also raise these concerns in the rate case relative to the appropriate rate
structure to be adopted.

It should be pointed out that while competitive by-pass will benefit those particular
consumers that leave the system, those customers remaining on the system will have higher rates
as a result. Those customers least able to by-pass are the residential customers represented by the
Consumer Advocate. Residential and small business customers could by-pass by in large only in
the context of a municipal or county withdrawal from the system. The critical question for these
ratepayers is whether because of the threat of commercial and industrial by-pass the Commission
will have the ability in a future rate proceeding to protect their interests. The Consumer
Advocate may certainly address this critical question in the financing proceeding.

Based upon this analysis, | believe the Consumer Advocate will have the opportunity to
address his concerns in other dockets and has not provided the Commission with a basis to take
additional action in this proceeding.

SUPPLEMENTAL ORDER

Upon consideration of the foregoing Report Regarding Post Report and Order Motions which
is incorporated herein by reference, the Commission orders that:

1. the Consumer Advocate's Motion for Rehearing filed January 23, 1987 is denied, and

2. the PSNH Motion for Clarification and in the Alternative for Rehearing filed January 26,
1987, is denied, and

3. page 13 of the Commission's Report and Order No. 18,527 (72 NH PUC 1) is clarified as
discussed in the foregoing Report.

By order of the Public Utilities Commission of New Hampshire this thirteenth day of
February, 1987.

FOOTNOTES

11f the Commission approves rate filings that exceed the utility's avoided costs, then rates
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would be raised not lowered.

2The SPP capacity that would have been available absent the buyout could be added to the
generating resources of the Company for purposes of calculating excess capacity.

NH.PUC*02/19/87*[60432]*72 NH PUC 67*Wormser Engineering, Inc.

[Go to End of 60432]

72 NH PUC 67

Re Wormser Engineering, Inc.
Additional petitioner: Martin Energy, Inc.

DR 86-1
Order No. 18,576

New Hampshire Public Utilities Commission
February 19, 1987
PETITION for long-term rates for a qualifying cogeneration facility; granted.

COGENERATION, 8§ 33 — Rates — Rate design factors.

[N.H.] Long-term rates and an interconnection agreement between a qualifying cogeneration
facility (QF) and an electric utility were approved, because the amount of front-end loading for
the proposed twenty megawatt QF project did not exceed the amount of front-end loading
represented by a 9 MW project, the discount proposed by the QF was sufficient to offset the
additional risk imposed by a 20 MW project in contrast to a 9 MW project, the net present value
was less than that available pursuant to a prior decision regarding long term rates for small
energy producers and cogenerators, and the rates requested in the latter years of the petition were
below those previously approved.

By the COMMISSION:
ORDER

WHEREAS, on January 6, 1986, Wormser Engineering, Inc. and Martin Energy, Inc.,
(Wormser) filed a long term rate petition pursuant to Re Small Energy Producers and
Cogenerators, Docket No, DE 83-62, 69 NH PUC 352, 61 PUR4th 132 (1984) (DE 83-62) and
Docket No. DR 85-215, 71 NH PUC 753, 69 PURA4th 365 (1985) (DR 85-215); and

WHEREAS, following hearings on March 12, April 18, June 2 and June 20, 1986, the
Commission by Second Supplemental Order No. 18,460, (71 NH PUC 617), allowed Wormser
to amend its petition to conform to one of three options:
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1. a 20 year long term levelized rate for a 9 MW project,
2. a non-levelized rate for a 20 MW project,

3. a 20 year long term rate for a 20 MW project incorporating an amount of frontend
loading not to exceed the dollar amount of front-end loading represented by a 9 MW
project and a net present value less than that available pursuant to DR 85-215; and

WHEREAS, on January 7, 1987, Wormser submitted a petition for a long term rate in
conformance with option 3; and

WHEREAS, having reviewed the petition the Commission finds that the amount of front-end
loading for the proposed 20 MW project does not exceed the amount of front-end loading
represented by a 9 MW project, that the net present value is less than that available pursuant to
DR 85-215 and that the rates requested in the latter years of the petition are below those
approved in Re Small Energy Producers and Cogenerators, Docket No. DR 86-134, Report and
Order No. 18,334 (July 10, 1986) (71 NH PUC 408); and

WHEREAS, the Commission finds that the discount proposed by Wormser is sufficient in its
judgment to offset the additional risk imposed by a 20 MW project in contrast to a 9 MW
project, and

WHEREAS, the filing is consistent with DE 83-62 and DR 85-215 in all other respects; it is
therefore

ORDERED, that Wormser's petition for a rate order approving its interconnection agreement
with Public Service Company of New Hampshire and the rates set forth on the long term
worksheets is approved.

By order of the New Hampshire Public Utilities Commission this nineteenth day of February,
1987.

NH.PUC*02/20/87*[60433]*72 NH PUC 68*Mountain High Water Company

[Go to End of 60433]

72 NH PUC 68

Re Mountain High Water Company

DE 87-9
Order No. 18,577

New Hampshire Public Utilities Commission
February 20, 1987
PETITION by a water utility for authority to charge temporary rates; granted.
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RATES, § 630 — Temporary rates — Water utility.

[N.H.] A water utility was authorized to charge temporary rates for water service presently
furnished to certain customers, because the utility for some period had provided service at no
charge, the water distribution system was still under construction in order to supply the total area
to be served, and the commission was satisfied that the temporary rates would be for the public
good.

By the COMMISSION:
ORDER

WHEREAS, Mountain High Water Company, a water public utility pursuant to the
provisions of RSA 362:4 and operating under the jurisdiction of this Commission, by a petition
filed December 29, 1986 seeks authority under RSA 378:27, to charge temporary rates for water
service now being furnished to certain customers in Bartlett, N.H.; and

WHEREAS, Mountain High has for some period been furnishing water service at no charge;
and

WHEREAS, the water distribution system is still under construction in order to supply the
total area to be served; and

WHEREAS, after investigation and consideration, this Commission is satisfied that the
granting of the petition will be for the public good; and

WHEREAS, the public should be offered an opportunity to respond in support or in
opposition before the Commission acts on this petition; it is hereby

ORDERED, that all persons interested in responding to the petition be notified that they may
submit their comments to the Commission or may submit a written request for a hearing in this
matter no later than March 12, 1987; and it is

FURTHER ORDERED, that Mountain High effect said notification by distributing a copy of
this order to each customer unit now being served, such distribution to be no later than February
27,1987 and designated in an affidavit to be made on a copy of this Order and filed with this
office; and it is

FURTHER ORDERED, NISI, that Mountain High be authorized pursuant to RSA 378:27, to
charge the annual rate of $213.77 for water service provided to its customers without provision
for recoupment when permanent rates are sought, and it is

FURTHER ORDERED, that such authority shall be effective on March 19, 1987 unless a
request for hearing is filed with the Commission as provided above or unless the Commission
orders otherwise prior to the effective date; and it is

FURTHER ORDERED, that such authority shall cease on July 31, 1987, at which time,
except for due cause shown, Mountain High shall file a petition for franchise and permanent
rates in this designated service area.

By order of the Public Utilities Commission of New Hampshire this twentieth day of
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February, 1987.

NH.PUC*02/23/87*[60434]*72 NH PUC 69*Walnut Ridge Water Company, Inc.

[Go to End of 60434]

72 NH PUC 69

Re Walnut Ridge Water Company, Inc.

DR 86-194
Order No. 18,579

New Hampshire Public Utilities Commission
February 23, 1987
ORDER establishing rates and metered rate schedule for a water utility.

1. EXPENSES, § 89 — Rate case expense — Water utility.

[N.H.] The commission found that the rate case expense requested by a water utility was
excessive, and therefore reduced the rate from $75 to $40 per hour, an amount that was just and
reasonable because the reduced expense equaled the other management charges applied. p. 69.

2. RATES, § 595 — Water — Metered rate schedule.

[N.H.] In a water rate case, the commission accepted (1) a stipulation agreement providing
for a rate of return of 10% and rate increase of 51% on an annual basis, and (2) a metered rate
schedule constructed to recover the fixed charges of depreciation and taxes with no water
allowance and to recover the remaining operating expenses through a consumption charge for all
water used. p. 69.

APPEARANCES: Carol Rolf, Esquire for Walnut Ridge Water Company, Inc.; Martin C.
Rothfelder, Esquire, General Counsel for the Commission and Staff.

By the COMMISSION:
REPORT

[1,2] On June 24, 1986, Walnut Ridge Water Company, Inc. (Walnut Ridge), a duly
organized utility with a franchise to serve water within the town of Atkinson, New Hampshire,
filed tariffs proposing an increase in permanent rates. Said tariffs would increase Walnut Ridge's
revenues by $24,800 or 63%, on an annual basis. On August 1, 1986 the Commission suspended
said tariffs and scheduled a prehearing conference on October 9, 1986, to address procedural
matters. Following the prehearing conference, and hearing subsequent thereto, the Commission
issued its Order No. 18,454 (71 NH PUC 609) approving 1) temporary rates and 2) a procedural
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schedule wherein the issues contained in Walnut Ridge's filing could be adjudicated. The
Commission granted temporary rates at Walnut Ridge's current rate level effective October 23,
1987.

On October 20, 1986 Walnut Ridge revised its proposed tariff pages. The revised tariff pages
decreased the original request by $7,928 to a new increase in revenues of $16,872, or 42% on an
annual basis. Subsequently, on December 8, 1986, Staff filed testimony proposing an increase of
$15,155, or 38% on an annual basis.

On January 5, 1987 the Commission held a hearing to consider the merits of Walnut Ridge's
requested permanent rate increase. During this hearing staff and 10Walnut Ridge presented a
stipulation which proposed an increase of $20,348, or 51% on an annual basis. In support of the
stipulation staff presented two witnesses and Walnut Ridge presented one witness. In addition, 5
exhibits were provided. These were:

1) The Stipulation;

2) Prefiled Testimony of Daniel D. Lanning;

3) Prefiled Testimony of Stephen J. Noury and Peter A. Lewis;

4) The petition for rate increase filed by Walnut Ridge, June 24, 1986; and
5) Walnut Ridge's Response to Staff Data Requests.

Staff witness Lanning presented the stipulation and provided an explanation concerning the
variances between the revenue

Page 69

requirement in his prefiled testimony and that found in the stipulation. The Staff witness
explained these differences as:

1) An update of the test year from an average year ending December 31, 1985 to an
average year ending September 30, 1986;

2) The amortization of certain expenses which were extraordinary due to an
accelerated maintenance program during the updated test year. Specifically, these were:
a) Amortization of $5,439 over three years related to nonrecurring maintenance expense during
the test year.
b) Amortization of $3,961 over three years applicable to extraordinary superintendent expenses;

3) A proforma adjustment to property taxes in the amount of $618. This proforma
relates to increases in tax expense not more than 12 months beyond the test year as
established by Commission precedent. (DR 85-214 Report and Order No. 18,365); and

4) Cash working capital in an amount equal to two and one half months of the
proformed operation and maintenance expense (Walnut Ridge bills its customers
quarterly in arrears).

The Staff witness further explained the difference between Walnut Ridge's original filing, a
$24,800 increase, and its revised filing, a $16,872 increase. According to Staff witnesses
Lanning and Lessels, the decrease in revenue deficiency is related solely to the elimination of
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costs incurred in developing a new well source that was subsequently abandoned prior to being
used and useful by the water company. The development of this new source was in response to a
requirement of the New Hampshire Water Supply and Pollution Control Commission, that the
company resolve an alleged water quality problem in its existing supply sources. Treatment of
the existing sources has, at this time, eliminated any water quality problem. This reduced the
originally filed rate base by $88,348 and in turn reduced the revenue requirement. Recovery of
this cost was considered to be a violation of RSA 378:30 a. Public Utility Rate Base Exclusions.
See Re Public Service Co. of New Hampshire, 125 N.H. 46, 60 PUR4th 16, 480 A.2d 20 (1984).

The final rate base proposed in the stipulation (Ex. 1) is $106,527 based on the average of
beginning and ending balances in the test year (9/30/86). The proforma test year net operating
income is ($9,695), an operating loss. The rate of return requested is 10%.

Rate Case Expense

The stipulation presented by the parties included a mechanism to recover rate case expense
by application of a surcharge over a two year period.

Subsequent to the hearings, Walnut Ridge submitted a list detailing $6,833.30 of rate case
expense. These costs amortized over a two year period would be $3,416.65 per year.

Upon review the Commission finds the charge for "principal™ in attachment A is excessive.
We, therefore, will revise the rate from $75 per hour to $40 per hour. This reduces the rate case
expense from $6,833.30 to $6,378.30. The Commission believes the revision provides a just and
reasonable charge because it equals the other management charges applied.

In the past, the Commission has made adjustments to rate case expenses in the following
cases. Re Union Teleph. Co., 65 NH PUC 30 (1980); Re Gas Service, Inc., 65 NH PUC 76
(1980); Re Hillsboro Water Co., Inc.; DR 85-2, Re Pennichuck Water Works, Inc., Report and
Supplemental Order No. 18,294, 71 NH PUC 351 (1986). In each of these the Commission had
determined that certain costs were inappropriate and adjusted
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such accordingly. If the Commission finds that a cost in rate case expense is undue in
amount, we may reduce the requested expense accordingly. New Hampshire v. Hampton Water
Works Co., 91 N.H. 278, 39 PUR NS 15, 19 A.2d 435 (1941). Pursuant thereto we will adjust
the rate case expense.

Commission precedent has allowed a surcharge of rate case expense over a two year period.
See Re Hudson Water Co., 66 NH PUC 303 (1981); Re Mountain Springs Water Co., 66 NH
PUC 589 (1981); Re Lakes Region Water Co., Inc., 68 NH PUC 154 (1983). We find just cause
to continue this precedent in the instant docket.

Rate Structure

The metered rate schedule proposed in this docket eliminates the 500 cubic feet allowed with
payment of the minimum charge. This charge is now constructed to recover the fixed charges of
depreciation and taxes with no water allowance. The remaining operating expenses are recovered
through a consumption charge for all water used. The rate structure then becomes:
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Quarterly Minimum
Charge: $8.00
All Consumption $2.05/100 cubic feet

This Commission has approved meter rate schedules structured in this manner in DE 85-149
Bricketts Mill Water Co., DR 84-267 Lancaster Farms Water Co., DR 84-314 Lakes Region
Water Co., and DR 83-373 Wentworth Cove Water Co. We accept this metered rate structure as
fair and reasonable and accept the stipulation agreement as presented by staff and agreed to by
staff and the water company.

Our order will issue accordingly.
ORDER
Upon consideration of the foregoing Report which is made a part hereof; it is hereby

ORDERED, that the suspension of tariff NHPUC No. 3, Walnut Ridge Water Company, as
ordered in Order No. 18,357, is hereby rescinded; and it is

FURTHER ORDERED, that Walnut Ridge Water Company, Inc., shall file three signed,
with seven additional, copies of tariff NH PUC No. 3, including a metered rate schedule as
specified in this Report, bearing the effective date of October 23, 1986 and the notation
"authorized by NHPUC Order No. 18,579 (72 NH PUC 69) in case No. DR 86-194, dated
February 23, 1987"; and it is

FURTHER ORDERED, that Walnut Ridge Water Company, Inc., be and hereby is,
authorized to recover $6,378.30 in rate case expenses through a surcharge to be applied to each
quarterly billing for a two year period, beginning with those rendered for the first quarter of
1987; and it is

FURTHER ORDERED, that Walnut Ridge Water Company file a calculation showing the
amount of revenue to be recouped, that represents the difference between the authorized
permanent and temporary rates granted in this docket.

By order of the Public Utilities Commission of New Hampshire this twenty-third day of
February, 1987.

NH.PUC*02/24/87*[60436]*72 NH PUC 71*Gale R. Harroff

[Go to End of 60436]

72NHPUC 71

Re Gale R. Harroff

DE 87-17
Order No. 18,580

New Hampshire Public Utilities Commission
February 24, 1987
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PETITION for license to install and maintain an electric power line over public waters; granted.

ELECTRICITY, § 7 — Wires and cables — Authorization for transmission line.

[N.H.] The owner of a one-quarter acre island was authorized to install and maintain an
overhead electrical power line over public waters to
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the island, because an electric utility had removed the existing line for safety reasons two
years earlier, electric service was needed in order to sell the property, and the construction,
ordered to meet applicable safety standards, was in the public good.

By the COMMISSION:
ORDER

WHEREAS, On January 30, 1987, Mr. Gale R. Harroff filed with this Commission a petition
seeking a license pursuant to RSA 371:17 to install and maintain an overhead, electric power line
across a section of the Contoocook River for approximately 200 feet to a cottage on an island,
which has no formal name, off of Old Country Road in Rindge, New Hampshire; and

WHEREAS, approximately two years ago, Public Service Company of New Hampshire
(PSNH) removed the existing power line to the island for safety reasons; and

WHEREAS, how PSNH is in agreement to provide service to a riser pole located at the end
to Old Country Road on property owned by the Town of Rindge, New Hampshire; and

WHEREAS, Barbara E. Harroff, Wife of Gale R. Harroff, and owner of this onequarter acre
island now requires electric service to the island in order to sell the island property; and

WHEREAS, this Commission finds such construction to be in the public good; and

WHEREAS, the public should be offered the opportunity to respond in support of, or in
opposition to said petition; it is
ORDERED, that all persons interested in responding to this petition be notified that they may

submit their comments or file a written request for hearing on the matter before this commission
no later than March 10, 1987; and it is

FURTHER ORDERED, that the petitioner effect said notification by publication of this order
once in The Union Leader, such publication to be no later than March 3, 1987 and designated in
affidavits to be made on a copy of this order and filed with this office; and it is

FURTHER ORDERED, NISI that the petitioner be authorized, pursuant to RSA 371:17 et
seq to install and maintain electric lines over the public waters of the Contoocook River to the
island owned by Barbara E. Harroff approximately 200 feet from the end of Old Country Road in
Rindge, New Hampshire; and it is
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FURTHER ORDERED, that all construction meet requirements of the National Electrical
Safety Code and all other applicable safety standards; and it is

FURTHER ORDERED, that such authority shall be effective 20 days from the date of this
order, unless a hearing is requested as provided herein or the Commission otherwise directs prior
to the effective date.

By order of the Public Utilities Commission of New Hampshire this twenty-fourth day of
February, 1987.

NH.PUC*03/02/87*[60437]*72 NH PUC 72*Nuclear Emergency Planning

[Go to End of 60437]

72 NH PUC 72

Re Nuclear Emergency Planning

DE 87-25
Order No. 18,582

New Hampshire Public Utilities Commission
March 2, 1987

APPROVAL of assessment against an electric utility of estimated costs of preparation and
implementation of a nuclear emergency response plan.

ATOMIC ENERGY — Radiological emergency response planning — Cost assessments —
Electric utility.

[N.H.] The commission approved an assessment against an electric utility of the estimated
costs of the continued preparation and implementation of a radiological emergency response plan
for a nuclear power plant, based on the
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commission chairman's determination that the costs were related to the preparation of a

nuclear emergency response plan and the provision of equipment and materials necessary to
implement the plan.

By the COMMISSION:
REPORT

On February 18, 1987, the New Hampshire Civil Defense Agency ("Civil Defense")
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submitted a request for an assessment against New Hampshire Yankee Division of Public
Service Company of New Hampshire, of the estimated costs of the continued preparation and
implementation of the radiological emergency response plans for the Seabrook Station Nuclear
Power Plant. The request totals $789,635 and includes the following costs:

[Graphic(s) below may extend beyond size of screen or contain distortions.]

Personnel Services $109,645
Current Expenses 64,710

Transfer to Gen. Services 15,500
Equipment 34,870

Indirect Costs 21,866

Audit Set Aside 984

Transfer to Other State Agencies 150,000
Other Personnel Services 230,819
Benefits 22,205

In-State Travel 7,612
Out-of-State Travel 13,741
Consultants 125,430

Local Training Costs 33,960

TOTAL $831,342
Less Balance 07/01/86 $(41,707)
TOTAL ASSESSMENT $789,635

RSA 107-B sets forth the Commission's jurisdiction over the assessment of these costs. It
provides in pertinent part as follows:

107-B:1 Nuclear Emergency Response Plan.

I. The civil defense agency shall, in cooperation with the affected local units of government,
initiate and carry out a nuclear emergency response plan as specified in the licensing regulations
of each nuclear electrical generating plant. The chairman of the public utilities commission shall
assess a fee from the utility, as necessary, to pay for the cost of preparing the plan and providing
equipment and materials to implement it. (Emphasis added.)

107-B:3 Assessment.

I. The cost of preparing, maintaining, and operating the nuclear planning and response
program shall be assessed against each utility which has applied for a license to operate or is
licensed to operate a nuclear generating facility which affects municipalities under RSA
107-B:1, I1, in such proportions as the chairman of the public utilities commission determines to
be fair and equitable.

The chairman’s function under this chapter is a limited one. In Re Hollingsworth, 122 N.H.
1028 (1982), the New Hampshire Supreme Court upheld the chairman's finding that the statute
did not provide the chairman with authority to conduct an independent evaluation of Civil
Defense's cost data or to challenge its scope or amount. The Court stated at p. 1033 as follows:

We agree with the chairman's interpretation of his limited role under RSA chapter 107-B
(Supp. 1981). The delegation of legislative authority to the chairman in that statute is extremely
narrow and almost ministerial in nature. Under RSA 107-B:1 | (Supp. 1981), the only
independent evaluation of requested assessments that the PUC chairman is authorized to make is
whether the cost is one of "preparing the plan and providing equipment and material necessary to
implement it." The chairman made this evaluation and disallowed those charges relating to the
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CDA's personnel expenses for overseeing the formulation of the evacuation plan. Once the
chairman authorized the assessment, his only remaining function was to assess the cost
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proportionately among all utilities that have applied for an operating license for the Seabrook
plan. See RSA 107-B:3 (Supp. 1981). (Emphasis added.)

As Chairman, | therefore must determine whether the costs contained in the request are
related to "preparing the plan and providing equipment and materials necessary to implement it".
The preparation of a nuclear emergency response plan began in 1981 after the passage of RSA
107-B. The following reports and orders have been issued pursuant to RSA 107-B:

[Graphic(s) below may extend beyond size of screen or contain distortions.]

Order No. 15,412 DE 81-304
January 5, 1982

Order No. 17,078 DE 84-117
June 18, 1984

Order No. 17,947 DE 85-380
November 14, 1985

S. Order No. 18,024 DE 85-380
December 27, 1985

Order No. 18,510 DE 86-306
December 18, 1986

According to Civil Defense's request and the data submitted therewith, the plan is still being
prepared and will not be complete until the required federal regulatory approvals are secured and
an operating license secured. The process necessary to effect the issuance of an operating license
involves a series of approvals from various federal agencies as follows:

1. Recommendation of approval of formally submitted State Radiological Emergency
Response Plans by the Federal Emergency Management Agency (FEMA) to the Nuclear
Regulatory Commission (NRC).

2. Concurrence between NRC and FEMA staff of adequacy and effectiveness of State
Radiological Emergency Response Plans developed by the NHCDA and a submission by the
NRC staff to the Atomic Safety and Licensing Board as one determinant in the issuance of an
operating license.

Civil Defense submits that the above-stated costs represent the personnel and equipment
costs necessary to complete the preparation of the Plan and obtain the requisite approvals, as
well as costs necessary to implement the Plan.

Pursuant to RSA 107-B:1, | have reviewed Civil Defense's request and supporting data. I find
that the costs contained therein relate to preparing the plan and providing equipment and
materials necessary to implement it. As stated above, these costs include both equipment and
personnel costs. | therefore will approve the assessment of $789,635.

Finally, it should be noted that my findings herein were made without a public hearing.
There is no hearing requirement in RSA 107-B:1.
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My Order will issue accordingly.
ORDER
Upon consideration of the foregoing Report, which is made a part hereof; it is hereby

ORDERED, that I hereby certify that $789,635 be assessed against New Hampshire Yankee
Division of Public Service Company of New Hampshire, pursuant to RSA 107-B.

By Order of the Public Utilities Commission of New Hampshire this second day of March,
1987.

NH.PUC*03/05/87*[60438]*72 NH PUC 75*Texas Eastern Corporation

[Go to End of 60438]

72 NH PUC 75

Re Texas Eastern Corporation

Additional parties: Petrolane Gas Service, Inc., Petrolane Gas Service Limited Partnership, and
Petrolane Utilities, Inc.

DE 87-29
Order No. 18,583

New Hampshire Public Utilities Commission
March 5, 1987

JOINT petition for transfer of the issued and outstanding shares of a gas distribution utility;
granted.

CONSOLIDATION, MERGER, AND SALE, § 22 — Grounds for approval — Gas distribution
utility.

[N.H.] The transfer of all issued and outstanding shares of a gas distribution utility to an
affiliated company was approved, based on commission findings that the retail gas utility
business would continue to operate in substantially the same manner, with control of day-to-day
operations remaining with the employees currently responsible; that the transaction was
consistent with the total corporate development and would facilitate the conduct of future
business operations; and that the acquisition would assure continued just and reasonable service
to customers.

By the COMMISSION:
ORDER
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WHEREAS, on February 26, 1987, Texas Eastern Corporation ("Texas Eastern™), Petrolane
Gas Service, Inc. ("Petrolane Gas Service"), Petrolane Gas Service Limited Partnership
("Operating Partnership™), and Petrolane Utilities, Inc. ("Petrolane Utilities") filed with this
Commission a joint petition for approval to the extent of the Commission's authority under New
Hampshire Revised Statutes Annotated, Title XXXIV:

() to confirm the transfer of all of the issued and outstanding shares of PetrolaneSouthern
New Hampshire Gas Company, Inc. ("Petrolane-Southern™) by Texas Eastern to Petrolane Gas
Service;

(1) to approve the transfer of all of Petrolane-Southern's issued and outstanding shares by
Petrolane Gas Service to Petrolane Incorporated ("Petrolane™) and then to the Operating
Partnership; and

(111) to approve the transfer of all of Petrolane-Southern's issued and outstanding shares by
the Operating Partnership to Petrolane Utilities; and

WHEREAS, petitioners aver that Petrolane is changing its domestic liquefied petroleum gas
(LP gas) business from a corporate to a limited partnership form; and

WHEREAS, petitioners aver that Petrolane-Southern will continue to operate its retail gas
utility business in substantially the same manner it has been operating, and that the control of the
day-to-day operations will remain with the present employees who are currently responsible for
the gas utility business; and

WHEREAS, petitioners further aver that this transaction is consistent with the total corporate
development of Texas Eastern and its approval will facilitate the orderly conduct of Texas
Eastern's future business operations; and

WHEREAS, upon investigation, the Commission is satisfied that the acquisition will assure
continued just and reasonable service to customers of Petrolane-Southern, and is in the public
good; it is hereby

ORDERED NISI, that pursuant to, inter alia, RSA 374:30, the petition of Texas Eastern
Corporation, Petrolane Gas Service, Inc., Petrolane Gas Service Limited Partnership, and
Petrolane Utilities, Inc., for the aforesaid approvals be, and hereby is, approved; and it is

FURTHER ORDERED, that said petitioners notify all persons desiring to be heard or to
submit comments or exceptions to this Order NISI by causing an attested copy of this Order
NISI to be published once in
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a newspaper of general circulation in that portion of the State in which operations are
proposed to be conducted, said publication to be made on or before March 7, 1987, said
publication to be designated in an affidavit to be made on a copy of this Order NISI and filed
with this office; and it is

FURTHER ORDERED, that any person may file with the Public Utilities Commission, 8
Old Suncook Road, Concord, New Hampshire, 03301 a request for a hearing or comments or
exceptions to the Petition no later than March 12, 1987; and it is
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FURTHER ORDERED, that this Order NISI shall become effective on March 12, 1987
unless the Commission orders otherwise in a supplemental order issued prior to the effective
date.

By order of the Public Utilities Commission of New Hampshire this fifth day of March,
1987.

NH.PUC*03/06/87*[60439]*72 NH PUC 76*Town of Meredith

[Go to End of 60439]

72 NH PUC 76

Re Town of Meredith

DE 87-1
Order No. 18,584

New Hampshire Public Utilities Commission
March 6, 1987

AUTHORITY granted to construct and maintain sewer and water lines under state-owned
railroad property.

CERTIFICATES, § 76 — Factors affecting grant — Public good.

[N.H.] A petition filed by a town for license to construct and maintain sewer and water lines
under state-owned railroad property was approved, because the commission found the
construction to be in the public good.

By the COMMISSION:
ORDER

WHEREAS, on January 8, 1987, the Town of Meredith, New Hampshire, filed with this
Commission its petition seeking license for the construction and maintenance of sewer and water
lines under railroad property of the State of New Hampshire; and

WHEREAS, this Commission finds such construction in the public good; and

WHEREAS, the public should be offered the opportunity to respond in support or in
opposition thereto; it is

ORDERED, that all persons interested in responding to this petition be notified that they may
submit comments or file a written request for hearing on this matter before this Commission no
later than March 25, 1987; and it is
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FURTHER ORDERED, that the petitioner effect such notification by publication of this
order once in The Union Leader no later than March 13, 1987, and designated in an affidavit to
be made on a copy of this order filed with this office; and it is

FURTHER ORDERED, NISI that the petitioner be, and hereby is, authorized pursuant to
RSA 371:17 et seq to construct and maintain sewer and water lines under State-owned railroad
property in the Waukewan Lake/Cotton Hill Road area of Meredith, New Hampshire, as depicted
in the cited petition and its accompanying Drawings Nos. 2, 3, 5, 6 and 11, Project No. 85-2187;
and it is

FURTHER ORDERED, that all construction meet applicable safety and other codes; and it is

FURTHER ORDERED, that such authority shall be effective 20 days from the date of this
order, unless a hearing is requested as provided herein, or the Commission directs prior to the
effective date.

By order of the Public Utilities Commission of New Hampshire this sixth day of March,
1987.

NH.PUC*03/06/87*[60440]*72 NH PUC 77*New England Telephone and Telegraph Company

[Go to End of 60440]

72 NH PUC 77

Re New England Telephone and Telegraph Company

DE 87-21
Order No. 18,585

New Hampshire Public Utilities Commission
March 6,1987
ORDER authorizing construction of aerial telephone plant across public waters.

CERTIFICATES, § 123 — Telephone — Factors affecting grant — Agreement of parties.

[N.H.] A local exchange telephone carrier was authorized to construct and maintain an aerial
telephone plant across public waters, because the existence of an electric crossing, which
allowed installation of the telephone plant on existing poles, implied agreement of all parties,
and because the crossing would not adversely affect public rights on the waters.

By the COMMISSION:
ORDER
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WHEREAS, on February 13, 1987 the New England Telephone & Telegraph Company
(NET) filed with this Commission its petition under RSA 371:17 seeking license for the
construction and maintenance of aerial telephone plant across the Androscoggin River in Errol,
New Hampshire; and

WHEREAS, said crossing is described as originating at Pole Tel 194/586 located on State
Highway No. 16 in Errol, New Hampshire, and terminating at Pole Tel 194/586-1 on property of
the James River Corporation; and

WHEREAS, said plant is to provide telephone service to Arthur Charland from the NET
Errol Exchange; and

WHEREAS, this telephone plant will be installed on existing poles which support electric
power lines of the Public Service Company of New Hampshire (PSNH); and

WHEREAS, NET asserts that this crossing will not affect adversely the public rights on said
waters; and

WHEREAS, the existence of the PSNH electric crossing implies agreement of all parties per
RSA 371:20; it is

ORDERED, that NET be, and hereby is, granted license for the construction and
maintenance of aerial telephone plant across the Androscoggin River as described herein and
further depicted on maps and drawings on file with this Commission; and it is

FURTHER ORDERED, that all construction will be according to provisions of the National
Electric Safety Code.

By order of the Public Utilities Commission of New Hampshire this sixth day of March,
1987.

NH.PUC*03/06/87*[60441]*72 NH PUC 77*Industrial Cogenerators Corporation

[Go to End of 60441]

72 NH PUC 77

Re Industrial Cogenerators Corporation

DR 86-108
Supplemental Order No. 18,586

Re American Cogenics

DR 86-119
Supplemental Order No. 18,586

Re Enesco Merrimack Cogeneration, Inc.

DR 86-121
Supplemental Order No. 18,586
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Re Kearsarge Power and Light

DR 86-124
Supplemental Order No. 18,586

Re Plaistow Power and Light

DR 86-126
Supplemental Order No. 18,586

Re A. Johnson Cogen, Inc.

DR 86-132
Supplemental Order No. 18,586

Page 77

Re Cygna Energy Services

DR 86-133
Supplemental Order No. 18,586

New Hampshire Public Utilities Commission
March 6, 1987
REPORT and order granting motions for rehearing on procedural grounds.

1. COGENERATION, § 25 — Rates — Avoided costs — Generally — Classes of qualifying
facilities — Differences between.

[N.H.] Neither the Public Utility Regulatory Policies Act (PURPA) of 1978 nor New
Hampshire statute prohibits the commission from giving priority to non-fossil fuel qualifying
facilities (QFs) over fossil fuel QFs by assigning non-fossil fuel QFs to a higher avoided cost
rate block. The commission found that (1) the legislative history of both statutes indicates a
desire to decrease dependence on fossil fuels; and (2) avoided cost is a rate based not on cost but
value, and the value of fossil fuel QF electricity to the utility and society is lower than the value
of non-fossil fuel QF electricity. p. 79.

2. ORDERS, § 10 — Modification — Differing classes of orders — Rules and adjudicative
orders.

[N.H.] The commission was not required to follow the statutorily prescribed procedure for
amending rules when it issued a rule that dealt with the same subject matter as a prior order but
the prior order was the outcome of an adjudicative proceeding and hence not a rule, a regulation
or other statement of general applicability that purported to govern the practices of the other
regulated electric utilities within the state. p. 80.

3. PROCEDURE, § 33 — Rehearings and reopenings — Grounds for granting — Official notice
of information — Requirement of notification thereof.

[N.H.] A motion for the rehearing of a commission case will be granted where state statute
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requires that the commission notify the parties when it takes official notice of information and
where the parties were not given an opportunity to address the information before the
commission and identify deficiencies in the commission's analysis. p. 81.

By the COMMISSION:
REPORT

On January 7, 1987 the Commission issued Report and Order No. 18,530 (72 NH PUC 8)
(Order 18,530) in these dockets which, inter alia, denied the long term rate petitions of Industrial
Cogenerators Corporation, American Cogenics, Enesco Merrimack Cogeneration, Inc.,
Kearsarge Power & Light, Plaistow Power & Light, A. Johnson Cogen, Inc., and Cygna Energy
Services (jointly referred to as Petitioners). On January 27, 1987 Motions for Rehearing were
filed by Industrial Cogenerators Corporation, American Cogenics, the Consumer Advocate and
the Campaign for Ratepayer Rights (CRR).1(22) Public Service Company of New Hampshire
responded to each of the Motions for Rehearing on February 26, 1987. After due consideration,
we will grant the Motions in part and deny the Motions in part.

In general, the Motions for reconsideration raise four broad issues: 1) whether the
Commission erred in characterizing or relying on the language of its order in Re Public Service
Co. of New Hampshire, DF 84-200, Report and Ninth Supplemental Order No. 17,558 (April 18,
1985) (70 NH PUC 164, 66 PUR4th 349) and Report and Fifteenth Supplemental Order No.
17,939 (November 8, 1985) (70 NH PUC 886) (hereafter referred to as DF 84-200); 2) whether
the Public Utility Regulatory Policies Act of 1978, 16 U.S.C. 8824a-3 et seq. (PURPA) and the
Limited Electrical Energy Producers Act, RSA 362-A:1 et seq. (LEEPA) allow discrimination
based upon fuel types; 3) whether the methodology established by Re Small Energy Producers
and Cogenerators, DE 83-62, 69 NH PUC 352, 61 PUR4th 132 (1984) (hereafter referred to as
DE 83-62) and Re Small Energy Producers and
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Cogenerators, DR 85-215, Report and Order No. 17,838 (September 5, 1985) 70 NH PUC
753, 69 PURA4th 365 (hereafter referred to as DR 85-215) has been improperly amended by
Order 18,530; and 4) whether the procedure used by the Commission was consistent with due
process requirements. We shall address each of these broad issues in turn. To the extent that an
issue raised in any of the Motions for Rehearing is not addressed herein, it will be denied.

Reliance on DF 84-200

The Movants claim that the Commission did not accurately characterize its findings in DF
84-200 and that it was improper for the Commission to rely upon those findings. After review,
we have decided to amend Order 18,530 to eliminate all reference to DF 84-200. See e.g., Order
18,530, Report at 6 (First full paragraph and footnote 1) and 9 ("... and our findings in DF
84-200."). The references were intended as dicta only and were not meant to indicate that the
Commission relied upon its findings in DF 84-200 as a basis of its decision in Order 18,530.
Review of the Motions for Rehearing lead us to conclude that the DF 84-200 dicta generated
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needless confusion that clouded the real issues raised in these dockets. Thus, the elimination of
the language pertinent to DF 84-200 will ensure that the parties have an accurate understanding
of our rationale in Order 18,530.

PURPA and LEEPA

[1] The Movants claim that PURPA and LEEPA does not authorize the Commission to
establish two classes of Qualifying Facilities (QFs) — fossil fuel based QFs and nonfossil fuel
based QFs — and treat each differently. We disagree.

In order to present the parties with an accurate understanding of the Commission’s rationale,
it is necessary to set forth the implicit factual findings in Order 18,530.2(23) Those findings are:

1. The avoided cost methodology in DE 83-62 and DR 85-215 are based in part on
Public Service Company of New Hampshire's (PSNH) PROSIM production simulation
methodology.

2. PROSIM is based on an economic dispatch methodology; i.e., generation dispatch
priorities run from the least expensive to the most expensive sources of electricity on a
variable cost basis.

3. Avoided cost is based on PSNH's ability to avoid costs it would incur but for the
purchase from the QF, see 18 C.F.R. §292.101(b)(6).

4. Given the utilization of an economic dispatch model, the costs which can be
avoided decrease as more QF capacity is added.

5. The point where avoided cost differences become significant occurs at or about the
point where 200 MW of QF capacity is included.

6. The two classes of QFs — fossil fuel and non-fossil fuel — both offer at least 200
MW of capacity.

7. Approval of rates for all offered capacity will result in QF rates that are above
avoided cost with associated economic burdens on ratepayers.

On the basis of the above, it is apparent that the Commission is confronted with a situation
(unanticipated at the time of DE 83-62 or DR 85-215) where priorities must be established
among QFs to ensure that ratepayers are not required to subsidize QFs by being required to pay
rates that are above avoided cost. Thus, the basis of the issue is economic. It cannot be disputed
that PURPA and LEEPA provide for the establishment of economic priorities in that
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both statutes adopt the avoided cost standard for QF purchases. See e.g., American Paper
Institute v. American Electric Power Service Corp., 461 U.S. 402, 52 PUR4th 329, 76 L.Ed.2d
22,103 S.Ct. 1921 (1983); PURPA 8§210; 18 C.F.R. 8292.304; RSA 362-A:4. However, neither
statute provides explicit direction on how state regulatory agencies should proceed when
confronted with several types of QF capacity each of which ceteris paribus could allow a
purchasing utility to avoid a certain level of costs per kwh, but when combined allow a
purchasing utility to avoid a lower level of costs per kwh. This lack of explicit direction is
consistent with the great latitude afforded state regulatory decision-making provided by PURPA.
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See e.g., 18 C.F.R. §292.401. While no explicit guidance is provided, it cannot be denied that
implicit guidance is provided through the articulation of legislative policies. In fulfilling its
function of maintaining rates at the avoided cost level, it is appropriate for the Commission to
rely upon the general legislative policy of the statutes as a basis for establishing priorities.
PURPA 82, 16 U.S.C. 82601 sets forth the Congressional findings of PURPA including, inter
alia, the need for the development of more efficient and renewable resources to generate
electricity. The legislative history of these findings is replete with analysis of the need to
decrease dependence on fossil fuels. See e.g., Federal Energy Regulatory Commission v.
Mississippi, 456 U.S. 742, 750, 47 PUR4th 1, 5, 72 L.Ed.2d 532, 541 102 S.Ct. 2126 (1982)
("Congress believed that the increased use of these [small power production and cogeneration]
sources of energy would reduce the demand for traditional fossil fuels.”). The PURPA policy is
entirely consistent with the General Court's declaration of purpose in LEEPA, RSA 362-A:1
which provides:

It is found to be in the public interest to provide for small scale and diversified
sources of supplemental electrical power to lessen the state's dependence upon other
sources which may, from time to time, be uncertain.

(Emphasis supplied). Given these clear statements of legislative policy, it is entirely consistent
with the statutes to establish priorities between two classes of QFs — fossil fuel based and
non-fossil fuel based — each of which could alone, but not in combination, fill the highest
marginal (or avoided) cost block.

We recognize that PURPA and LEEPA include fossil fuel based facilities within the
definition of QF. See e.g., 18 C.F.R. §292.101(b)(1); RSA 362-A:1-a. Those fossil fuel based
QFs will continue to be eligible for avoided cost based rates. However, since avoided cost is a
rate based not on "cost" per se, but rather on the "value" of the QF electricity to the purchasing
electric utility and to society, it is consistent with the statutes to reflect the lower value accorded
to fossil fuel based electricity by assigning it to the block that allows the utility to avoid a lower
level of costs. Accordingly, we conclude that our decision to assign priorities based on fuel type
is consistent with both PURPA and LEEPA. The Motions for Rehearing will be denied on this
ground.

Effect on DE 83-62 and DR 85-215 Methodology

[2] The Movants claim that Order 18,530 (72 NH PUC 8) improperly amends the DE 83-62
and DR 85-215 methodology. This claim is based on the argument that DE 83-62 and DR 85-215
are "rules" as defined by the New Hampshire Administrative Procedure Act, RSA 541-A:1, XIlI
(Supp. 1986). The claim is also based on the argument that the two alleged changes in
methodology — the UNITIL load assumption and the level of QF capacity — represent a
retroactive alteration by the Commission of the interests balanced in DE 83-62 and DR 85-215.
The Movants' arguments in this area must be rejected and, accordingly, the Motions for
Rehearing will be denied on this ground.
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The initial defect in the Movants' argument is the assumption that DE 83-62 and DR 85-215
are rules. This assumption is incorrect. Both orders were the outcome of adjudicative
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proceedings. RSA 541-A:1, | (Supp. 1986). Such adjudicative proceedings are very different
than the process required for the adoption of rules. See RSA 541-A:2 — 13 (Supp. 1986). The
law is clear — a rule cannot be effective and cannot be enforced unless the agency follows the
procedural requirements for promulgation. RSA 541-A:13 (Supp. 1986); Re Pelletier, 125 N.H.
565, 570-71 (1984); Great Lakes Container Corp. v. National Union Fire Insurance Co., 727
F.2d 30, 32 (1st Cir.1984). It must also be noted that the utilization of the rulemaking process
was not appropriate in the DE 83-62 and DR 85-215 context. The definition of "rule” states inter
alia that it is a "... regulation, standard or other statement of general applicability ..." RSA
541-A:1, X1 (Supp. 1986) (Emphasis supplied). DE 83-62 and DR 85-215 pertained to PSNH
only; they did not purport to govern the practices of the other regulated electric utilities within
the state. Thus, those orders cannot be construed to be "of general applicability”.

The remaining arguments pertain to the Commission recognition of changes in the PSNH
load forecast and in projected QF capacity. Each argument presents different issues and we will
address them separately.

With respect to the reflection of the assumption of the loss of the UNITIL load, the Movants'
have argued in effect that the Commission has disturbed the balance struck by the methodology
by varying one factor without varying others. The Movants are correct that the DE 83-62
methodology struck a balance by assigning weights to certain anticipated uncertainties. See e.g.,
DE 83-62, 69 NH PUC 352, 363, 364. However, the methodology also involved taking various
inputs (e.g., PSNH's PROSIM runs) as a "given". To the extent that those given inputs change,
the output (i.e., PSNH's avoided cost rates) will also change. One of the inputs which the
methodology takes as a "given™ is PSNH's load forecast. In both DE 83 62 and DR 85-215
PSNH's load forecast included the UNITIL load. The most recent PSNH load forecast does not
include that load. Since the latest PSNH load forecast is one of the inputs in the DE 83-62
methodology, it is not improper to note that one of the causes for the change in the forecast is
PSNH's assumption that it will no longer serve the UNITIL load. It is also not inappropriate to
include this new PSNH load forecast input into our definition of how much QF capacity can be
purchased before PSNH's avoided costs decrease. In fact, such inclusion of this input is entirely
consistent with the DE 83-62 methodology.

The other factor cited in Order 18,530 is the amount of QF capacity being developed and
proposed. As noted above, the balance struck in DE 83-62 involved the assignment of weights to
anticipated uncertainties. The development of the QF resource well beyond the 200 MW avoided
cost threshold was simply not anticipated. This Commission has the responsibility to take action
to ensure that ratepayers are not asked to shoulder a disproportionate burden. To the extent that
rates for proposed projects are known at the time of application to be above avoided cost, they
are inconsistent with the statute, unjust and unreasonable, and require ratepayers to shoulder a
disproportionate burden by subsidizing QFs. See e.g., 18 C.F.R. 8292.304(a). Appropriate action
by the Commission to ensure that rates are no higher than avoided cost is required by law.

Due Process

[3] The Movants claim that the Commission's action deprived them of their due process
rights in that they were denied appropriate notice and an opportunity to be heard. Additionally,
the Movants claim that the Commission made findings of fact, some of which were articulated
above, without the benefit of a record.
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In making the determinations set forth in Order 18,530, as amended, the Commission was not
operating in a vacuum. We
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have been receiving information pertinent to the instant claims since PURPA and LEEPA
were enacted and, more recently, in the high number of related ongoing dockets that are
currently before the Commission. The Commission is entitled to take official notice of this
information. RSA 541-A:18, VV(a) (Supp. 1986). We are also entitled to rely upon our own
expertise in this area. RSA 541-A:18, V (b) (Supp. 1986).

We recognize however that we must notify the parties when we take official notice of
information as permitted by statute. RSA 541-A:18, V (Supp. 1986); see also Re Granite State
Electric Co., 121 N.H. 787, 792 (1981). Parties should be given an opportunity to address the
information before the Commission and identify deficiencies in the Commission's analysis. This
step, which is critical to the quality of Commission decision making, was omitted in the
procedure that lead to Order 18,530. Accordingly, we will grant the Motions for Rehearing on
this ground. To the extent that the record developed at rehearing supports findings different from
those of Order No. 18,530 and articulated in this order, the Commission's analysis may also
change in an appropriate corresponding manner.

In order to ensure an orderly process that will allow all parties an opportunity to address the
issues, we will in this order establish the procedural schedule for rehearing. That schedule will
provide for the filing of a technical paper by the Commission Staff which will identify and
analyze the factual information officially noticed. At the rehearing, the Staff will present this
technical paper and the parties will be permitted the opportunity to cross examine the Staff
member(s) responsible for the technical paper. The parties will also be permitted the opportunity
to present their own testimony relevant to the factual issues before the Commission. In order to
ensure an orderly procedure, we will direct the parties to pre-file all testimony. The parties
should be on notice that testimony and exhibits which are not pre-filed may not be admitted into
the record.

Based upon the foregoing, the rehearing schedule will be as follows:
March 20, 1987 Filing date for Staff Technical Paper.
April 17, 1987 Due date for Pre-filed Testimony and Exhibits of all parties.
May 12, 1987 Evidentiary hearings.

Parties may file data requests following receipt of Staff technical paper and intervenor
testimony. Responses should be provided within ten (10) days of the issuance of such data
requests.

Our Order will issue accordingly.

SUPPLEMENTAL ORDER

Upon consideration of the foregoing Report, which is made a part hereof; it is
ORDERED, that Report and Order No. 18,530 (72 NH PUC 8) (January 7, 1987) be, and
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hereby is, amended to delete all references to the Commission's analysis and orders in Re Public
Service Co. of New Hampshire, Docket No. DF 84-200; and it is

FURTHER ORDERED, that the Motions for Rehearing be, and hereby are, granted to the
extent provided in the foregoing Report; and it is

FURTHER ORDERED, that the procedure on rehearing shall be as set forth in the foregoing
Report; and it is

FURTHER ORDERED, that in all other respects the Motions for Rehearing be, and hereby
are, denied.

By order of the Public Utilities Commission of New Hampshire this sixth day of March,
1987.

FOOTNOTES

1The CRR was not a party to the proceeding which lead to Order No. 18,530 (72 NH PUC
8). See e.g., CRR Motion for Rehearing at 82. This does not bar CRR from filing a Motion for
Rehearing because the statute provides that such motions may be filed by "... any party to the
action or proceeding before the commission or any person directly affected thereby ..." RSA
541:3. For the purposes of the instant order, we have considered and ruled on the claims of the
CRR.

Page 82

Given the nature of those claims, we do not believe that our decision to address the CRR
Motion can be construed as a finding that CRR's substantial interests will be affected to an extent
that warrants intervention in the proceedings on rehearing. See e.g., RSA 541-A:17 (Supp.
1986). If CRR wishes to participate in the proceedings on rehearing, it must file a Motion to
Intervene pursuant to RSA 541-A:17 (Supp. 1986) and N.H. Admin. Rules, Puc 203.02 (or Puc
203.03).

2The record support for these findings will be discussed infra.

NH.PUC*03/06/87*[60443]*72 NH PUC 83*Wilton Telephone Company, Inc.

[Go to End of 60443]

72 NH PUC 83

Re Wilton Telephone Company, Inc.

DF 86-284
Order No. 18,587

New Hampshire Public Utilities Commission
March 6, 1987
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ORDER granting request for authority to pay a stock dividend.

DIVIDENDS, § 10 — Stock dividends — Fractional shareholders.

[N.H.] A utility may issue a stock dividend of three shares for each share presently held
where even fractional shareholders would be allowed to hold shares in the same proportionate
amount to the total shares outstanding as they held prior to the stock dividend.

By the COMMISSION:
ORDER

WHEREAS, Wilton Telephone Company, Inc., a corporation organized under the laws of the
State of New Hampshire, and having its principal place of business in Wilton, County of
Cheshire, State of New Hampshire having filed, on October 24, 1986, a petition for authority to
pay a stock dividend of three shares for each of the 1,225 shares presently outstanding; and

WHEREAS, Wilton Telephone Company, Inc. shareholders voted on February 24, 1986 to
amend the Articles of Incorporation to authorize an additional 3,675 shares at $100 par value for
a total authorized 4,900 common shares; and

WHEREAS, Wilton Telephone Company, Inc. proposes to issue 3,675 shares, which are
identical to the present common shares issued and outstanding, to present shareholders at a rate
of three additional shares for each share presently held; and

WHEREAS, Wilton Telephone Company, Inc. states that all shareholders, including holders
of fractional shares, will hold shares in the same proportionate amount to the total shares
outstanding as they held prior to the stock dividend; and

WHEREAS, Wilton Telephone Company, Inc. states that the record and payment date for the
stock dividend will be ten days after receipt of approval from the Public Utilities Commission;
and

WHEREAS, the New Hampshire Public Utilities Commission finds that pursuant to RSA
369:1 is consistent with the public good to grant said request; it is

ORDERED, that Wilton Telephone Company, Inc. is hereby authorized to issue stock
dividends to its present shareholders at a rate of three shares for each one share held, with
fractional shares to be considered on the same basis, for a total authorized 4,900 common shares
with a $100 par value.

By order of the Public Utilities Commission of New Hampshire this sixth day of March,
1987.

NH.PUC*03/10/87*[60444]*72 NH PUC 84*Concord Steam Corporation

[Go to End of 60444]
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72 NH PUC 84

Re Concord Steam Corporation

DR 85-304
Fifth Supplemental Order No. 18,589

New Hampshire Public Utilities Commission
March 10, 1987

ORDER granting a request for a clarification of the reasons underlying a denial of a request for a
rehearing.

PROCEDURE, § 33 — Rehearings and reopenings — Grounds for granting or denying.

[N.H.] A motion for rehearing was denied where the utility's offer of proof, while accepted,
did not alter the basic findings of the commission and was irrelevant to those findings.

By the COMMISSION:

In response to Report and Fourth Supplemental Order No. 18,555 denying Concord Steam
Corporation's (Concord Steam or the Company) Motion for Rehearing, Concord Steam wrote to
the Commission on February 4, 1987 requesting clarification of the Commission's Order.
Concord Steam specifically requested clarification relative to the opportunity to present
additional evidence in the separate refund proceeding relative to the prudency of the Company's
arrangements with Wood Fuel Products (WFP) and whether the royalty payments were proper
ratepayer expenses. In further support, the Company submitted an Offer of Proof on February 4,
1987.

The Commission has reviewed the Company's request and its Offer of Proof. The
Commission accepts the Company's Offer of Proof, but concludes that the facts the Company
purports to prove would not alter the basic findings of the Commission relative to the prudency
of the WFP contracts and arrangements. These findings were that Roger Bloomfield entered into
a purchase agreement with WFP which did not protect Concord Steam in the event that the wood
processing plant venture failed. Because the contract provided no protection to Concord Steam,
WEFP was able to use the contract as a lever to force Concord Steam to assume WFP's losses.

The Offer of Proof does not change these findings. Even if the Company can demonstrate
that the purchase contract provided proper specifications for the fuel, the Company nevertheless
could not terminate its arrangement with WFP because of the interrelationships of its dealings
with Lazard Freres & Co. (Offer of Proof at 7.)

The Company also proposes to demonstrate that ratepayers have benefitted from the
Company's conversion from oil to wood as a fuel source. Even if the Company demonstrates that
fact, it does not follow that Concord Steam required its own wood processing facility to make the
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conversion.

The Commission concludes that the Offer of Proof does not provide a basis to reopen the
record and change its findings on this issue.

Furthermore, the Commission does not believe the Company has any justifiable due process
complaint. The Company recognizes that the Staff put at issue the question of whether certain
royalty payments made by the Company were an appropriate charge to ratepayers. The Company
did not argue that this question was an inappropriate issue to be considered in this proceeding.
Furthermore, the questioning by the Commission clearly notified the Company of its concerns
with this issue. It is clear that the Company recognized this fact because of the extensive
attention and documentation devoted to this issue in its brief.

Finally, the Company's due process complaint is somewhat extraordinary given the
circumstances surrounding the royalty fee issue. The Company failed to disclose the Qualified
Wood Fuel Sales Purchase Agreement and the WFP partnership agreement to the Commission.
Consequently, the Commission did not discover the true purpose of the royalty payments until
this

Page 84

proceeding. Now the Company complains that the Commission once it had made this
discovery did not give the Company adequate notice of the findings it could make in this docket.
Due process does not require that the Company be notified in advance of every potential finding
that the Commission may make, so long as the Commission findings are supported by the
evidence in the proceeding.

The Commission has ordered no refunds for royalty charges in this docket. While we do not
intend to reconsider the propriety of the Company's arrangements with WFP or the Commission's
finding that royalty payments should not have been charged to ratepayers, the Commission will
hear in the new docket evidence concerning the amount of refunds, the method for refunding and
any legal issues relative to these questions that the Company wishes to raise.

SUPPLEMENTAL ORDER
Upon consideration of the foregoing Report, which is made a part hereof; it is hereby

ORDERED, that the letter request for clarification dated February 4, 1987 is denied for the
reasons set forth in the foregoing Report.

By order of the Public Utilities Commission of New Hampshire this tenth day of March,
1987.

NH.PUC*03/12/87*[60445]*72 NH PUC 85*TDEnergy, Inc.

[Go to End of 60445]

72 NH PUC 85
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Re TDEnergy, Inc.

DR 84-139
Order No. 18,593

Re TDEnergy — Bristol/Bridgewater
DR 85-41
New Hampshire Public Utilities Commission
March 12, 1987
ORDER rescinding special rates and interconnection approved for a small power producer.

COGENERATION, 8 24 — Rates — In general — Special rates — Conditions therefor.

[N.H.] The special rates and interconnection agreements approved for a small energy
producer were rescinded where the producer allowed the commercial operation dates specified
by the commission to pass without having completed its financing arrangements or having
started construction of the approved generating facilities.

APPEARANCES: Dr. Sarah P. Voll, for the Staff of the Public Utilities Commission.
By the COMMISSION:
REPORT

TDEnergy, Inc. (TDE) originally proposed to develop a wind project sized up to 16 MW in
the Canaan, Dorchester and Bristol/ Bridgewater areas. The project was expected to be
developed in a series of phases, and, accordingly, TDE petitioned for three long term rates to
apply to the separate phases: DR 84-283 for 650 KW in Canaan, DR 84-139 for 3.75 MW near
Dorchester and DR 85-41 for 6.0 MW in Bristol/Bridgewater.

DR 84-283 and DR 85-41 were filed pursuant to Re Small Energy Producers and
Cogenerators, Docket No. DE 83-62 Report and Eighth Supplemental Order No. 17,104 (July 5,
1984) (69 NH PUC 352, 61 PUR4th 132), while DR 84-139 was filed pursuant

Page 85

to the Interim orders in DE 83-62, Report and Fourth Supplemental Order No. 16,619
(September 2, 1983) (68 NH PUC 531) and Report and Fifth Supplemental Order No. 16,664
(October 4, 1983) (68 NH PUC 575).

Phase 1 has been completed as ten 65 KW wind machines, and is currently receiving
payment under the rates approved in DR 84-283. Investigation in August, 1986 by the
Commission Engineering Department revealed that the financing package had not been
completed and no construction was contemplated in the near future for either the Dorchester or
Bristol/Bridgewater sites.
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On February 9, 1987 by Order No. 18,567 the Commission ordered that TDE appear before
the Commission on February 19, 1987 to show cause why approval of the long term rate filings
granted in DR 84-139 and DR 85-41 should not be rescinded and that testimony and exhibits be
pre-filed with the Commission on February 17, 1987. TDE did not pre-file testimony and did not
appear before the Commission; nor did TDE contact the Commission with a request for a
continuance.

Based on the evidence presented by Staff the Commission finds that the commercial
operation dates specified in the TDE orders and the latest commercial operation date pursuant to
DE 83-62 have passed without TDE having completed its financing or started construction of its
projects. Additionally, TDE has presented no evidence to demonstrate its intention to develop
these projects or to support its continuing eligibility for the Commission approved rates.

Therefore, the Commission finds that TDE is no longer eligible for its long term rates
approved in DR 84-139 and DR 85-41 and will rescind approval of the filings, including the
interconnection agreements and the rates set forth on the long term worksheets.

Our Order will issue accordingly.
ORDER
Upon consideration of the foregoing Report, which is made a part hereof; it is

ORDERED, that approval of the long term rate filings of TDEnergy for the Dorchester and
Bristol/Bridgewater phases of its project, including the interconnection agreements and the rates
set forth on the long term worksheets, be, and hereby are, rescinded.

By order of the New Hampshire Public Utilities Commission this twelfth day of March,
1987.

NH.PUC*03/13/87*[60446]*72 NH PUC 86*Salmon Falls Hydro Company, Inc.

[Go to End of 60446]

72 NH PUC 86

Re Salmon Falls Hydro Company, Inc.

DR 86-247
Second Supplemental Order No. 18,597

New Hampshire Public Utilities Commission
March 13, 1987
ORDER approving rates and an interconnection agreement for a small power production project.

COGENERATION, § 25 — Rates — Long-term unlevelized rates — Small power production.
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[N.H.] In response to a petition by a small power producer for a thirty year non-levelized
rate, the commission granted a rate order and approved long-term rates for the first twenty years
of the project's operation, however, approval of long-term non-levelized rates for the last ten
years of the rate period was denied based on a finding that approval of a thirty-year rate with the
last ten years unlevelized would expose future ratepayers to the risk of paying an undiscounted
rate based on a projection made more than twenty years earlier.

By the COMMISSION:
SUPPLEMENTAL ORDER
Page 86

WHEREAS, on December 11, 1986 by Order No. 18,502 (71 NH PUC 784) the Commission
granted Salmon Falls Hydro Co., Inc. (Salmon Falls) an opportunity to petition the Commission
pursuant to Re Small Energy Producers and Cogenerators, Docket No. DR 86-134 Report and
Order No. 18,334 (July 10, 1986) (71 NH PUC 408) (DR 86-134) for a non-levelized long term
rate or, in the alternative, present evidence that its expenses including operation and maintenance
and current debt service being incurred by the present owner exceed the non-levelized rates and
that without some degree of front-end loading the project will of necessity cease operations; and

WHEREAS, on February 20, 1987 Salmon Falls petitioned the Commission for a thirty year
non-levelized rate; and

WHEREAS, pursuant to Re Small Energy Producers and Cogenerators, Docket No. DE
83-62, Report and Eighth Supplemental Order No. 17,104, (July 5, 1984) (69 NH PUC 352, 61
PURA4th 132) the purpose of allowing thirty year rates was to enable small power producers that
must incur heavy capital expenditures to use the levelized value of the 21st through 30th years of
the rate to offset the cash flow requirements of the early years of the project, and the added risk
of the uncertainty of projections 20 to 30 years in the future is mitigated by the high discount rate
applied to the rate in general; and

WHEREAS, Salmon Falls does not require and does not intend to make use of the levelized
value of the last ten years of its rate to offset near-term cash flow problems; and

WHEREAS, approval of a thirty year rate with the last ten years unlevelized exposes future
ratepayers (i.e., those in the years 2007-2016) to the risk of paying a small power producer an
undiscounted rate based on a projection made in 1985; and

WHEREAS, the added risk to future ratepayers, not balanced by either the intended benefit
of providing necessary support for a small power producer's cash flow problems or the
mitigating effect of a high discount rate, is contrary to the Commission's intent in DR 83-62
when it made 30 year rates available to small power producers, it is therefore

ORDERED, that Salmon Fall's petition for a rate order for approval of its interconnection
agreements with PSNH and for approval of rates set forth on the long term rate worksheets for
the Salmon Falls project for the years 1987-2006 is approved; and it is
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FURTHER ORDERED, that Salmon Fall's petition for a rate order for the years 2007-2016 is
denied.

By Order of the Public Utilities Commission of New Hampshire this thirteenth day of March,
1987.

NH.PUC*03/13/87*[60447]*72 NH PUC 87*Kent Farm Water Company

[Go to End of 60447]

72 NH PUC 87

Re Kent Farm Water Company

DR 86-198
Supplemental Order No. 18,598

New Hampshire Public Utilities Commission
March 13, 1987

ORDER correcting calculation of total annual depreciation expense of a water utility. For prior
order see 72 NH PUC 43.

RATES, § 640 — Procedure and practice — Correction of errors.

[N.H.] Order correcting an error made in the calculation of total annual depreciation expense
in a prior order that had authorized a water company to operate as a public utility and to collect
annual revenues.

By the COMMISSION:
Page 87

SUPPLEMENTAL ORDER

WHEREAS, a Report and Order No. 18,560 were issued on February 4, 1987, (72 NH PUC
43) authorizing the Kent Farm Water Company to operate as a public utility and further
authorized the collection of gross annual revenues of $21,304; and

WHEREAS, an error was made in the calculation of total annual depreciation expense
(Report at Page 8, 72 NH PUC at p. 46), which should be in the amount of $3245.68; it is hereby

ORDERED, that the metered water rate shall be as follows:

[Graphic(s) below may extend beyond size of screen or contain distortions.]

Base Minimum Charge
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Depreciation $3,246
$3246 ° 96 customers = $33.81 annual
$ 8.45 quarterly

Consumption Charge

Revenue Requirement $21,304
Less Base/Minimum 3,246
$18,058

$ 18,058
768,000 = $2.35/100 cubic feet

By order of the Public Utilities Commission of New Hampshire this thirteenth day of March,
1987.

NH.PUC*03/18/87*[60448]*72 NH PUC 88*City of Concord Water Department

[Go to End of 60448]

72 NH PUC 88

Re City of Concord Water Department

DE 86-223
Order No. 18,600

New Hampshire Public Utilities Commission
March 18, 1987

ORDER granting a municipal water department authority to provide service to an area outside its
municipal boundaries.

SERVICE, 8§ 359.1 — Municipal plant — Extra territorial service — Grant of authority to
provide utility service.

[N.H.] A municipal water department was authorized to commence business as a water
public utility for the purpose of serving a limited area of a town located outside its municipal
boundaries where (1) the area to be served had previously relied on private wells that had
become contaminated, (2) the area would be served under the same rate schedules as customers
located within the municipal boundaries, and (3) the selectmen of the town supported the
extension of service; the commission noted that the grant of authority was for a very limited
service area that had not been previously granted to any utility and should not be viewed as
setting precedent.

APPEARANCES: John Forrestall, General Director, on behalf of the City of Concord Water
Department; Martin C. Rothfelder, Esquire, General Counsel, on behalf of the Commission Staff.
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By the COMMISSION:
REPORT
|. PROCEDURAL HISTORY

On July 30, 1986, the City of Concord Water Department (Concord) filed a petition for
authority pursuant to RSA 374:22 to provide water service to a limited area in the Town of Bow,
New Hampshire.1(24) An Order of Notice was issued on July 31, 1986 setting a hearing for
August 27, 1986. In response to a request by Concord and the United States Environmental
Protection Agency (EPA), the Commission issued Order No. 18,378 on August 21, 1986, (71
NH PUC 500) granting Concord temporary authority to provide water service to the subject area
during the pendency of the proceedings. John Forrestall, Concord's General Director, offered
testimony and exhibits at the August 27, 1986 hearings in support of the petition.

Page 88

I1. COMMISSION FINDINGS AND ANALYSIS

In the spring of 1986, the New Hampshire Water Supply and Pollution Control Commission
(WSPCC) became aware of a groundwater contamination problem in a section of Hall Street in
Bow, New Hampshire near the Concord line. With the assistance of the EPA, the WSPCC, the
DPHS, and the Town of Bow determined that the most viable alternative water supply for the
affected area was an extension of the City of Concord's water main into Bow.

Thereafter, a formal request for the extension was made by the Bow Board of Selectmen to
the Concord City Council. At its June 9, 1986 meeting, the Concord City Council voted to
extend its water main on Hall Street into Bow but only to serve the area’s residential customers
and one industrial customer whose situation is discussed below.

Concord City Council's intent, as stated in a letter of July 30, 1986 from the director of the
water department to this Commission, is to provide service only to existing residential homes in
a designated area of Hall Street. It was also stated that water service would not be available for
any commercial or industrial development in this area which is further enforced by the
requirement that each property owner execute an agreement recognizing Concord's intent to
discontinue service if the property should become other than residential.

A franchise granted in this docket would also recognize the water service Concord has
supplied to Universal Packaging Corporation since 1979. Water supplied to Universal is for
general service, not fire protection.

The proposed franchise area is shown on an Assessors Map of the Town of Bow filed with
the petition and bearing the designation Figure I1. The area is further described as follows:

Beginning at a point along the center line of Hall Street, said point being at the northerly
boundary of the Town of Bow and the southerly boundary of the City of Concord, thence
southwesterly following the path and contour of the center line of Hall Street, 1290 feet plus or
minus to the residential dwelling at Number 523 Hall Street (Block 1, lot 80). Such area meaning
and intending to include Lots 61 through 65 and 67 through 80 of Block 1 of the Assessors Maps
of the Town of Bow.
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The Town of Bow, through its selectmen, has indicated by letter of May 23, 1986, that it
supports the authority here sought. We note also that the customers in Bow will be served under
the same rate schedule as customers in Concord.

We find that granting Concord a franchise to serve in Bow is in the public good, and we so
rule. We would also encourage Concord to extend its service in other areas outside of the city if
an opportunity or need should present itself, as we believe that large water systems should
provide this vital service wherever possible, on a regional basis. Of note here is that we are
granting a franchise for a very limited service which we have not before granted to any water
utility. The record will note that no precedent is being set by our decision in this docket.

In developing the availability charge to customer's in Bow, Concord shall use equalized
assessed valuation.

Our order will issue accordingly.
ORDER
Upon consideration of the foregoing Report, which is made a part hereof; it is hereby

ORDERED, that the City of Concord Water Department be, and hereby is, authorized to
commence business as a water public utility, pursuant to the provisions of RSA 374 and 378, in a
limited area in the Town of Bow as described in the foregoing report; and it is

FURTHER ORDERED, that such authority shall be effective as of the temporary
Page 89

authority granted by Order No. 18,378 on August 21, 1986.

By order of the Public Utilities Commission of New Hampshire this eighteenth day of
March, 1987.

FOOTNOTES

IRSA 374:22 provides as follows:

No person or business entity shall commence business as a public utility with this state, or
shall engage in such business, or begin the construction of a plant, line, main or other apparatus
or appliance to be used therein, in any town in which it shall not already be engaged in such
business, or shall exercise any right or privilege under any franchise without first having
obtained the permission and approval of the commission.

NH.PUC*03/18/87*[60449]*72 NH PUC 90*Laconia Investment Properties, Inc.

[Go to End of 60449]

72 NH PUC 90
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Re Laconia Investment Properties, Inc.

DE 86-289
Order No. 18,602

New Hampshire Public Utilities Commission
March 18, 1987
PETITION for license to cross state-owned land with pipe; granted subject to conditions.

CERTIFICATES, § 88 — Factors affecting grant — Public convenience and necessity —
License to cross state-owned property — Sewer pipes.

[N.H.] A property development corporation was granted a license to cross state-owned land
with storm drain pipe and sanitary sewer pipe where installation of the pipe was deemed
necessary to meet the reasonable requirements of service to the public.

APPEARANCES: For the petitioner, Tom Byer and Walter Pierce of Laconia Investment
Property. For DOT Bureau of Railroads, Center Sanders and for the Commission staff, Mary
Hain, Esquire and Robert B. Lessels.

By the COMMISSION:
REPORT
I. PROCEDURAL HISTORY

On November 10, 1986 Rist Frost Associates filed with this Commission a petition on behalf
of their client, Laconia Investment Properties, Inc. pursuant to RSA 371:17 for license to cross
State-owned land with 30" and 24" diameter storm drain pipes. On December 22, 1986 a
supplemental petition was filed for a license to cross State-owned land with an 8" sanitary sewer
pipe at two separate locations. These petitions have been consolidated under this single docket
which considers a total of four crossings.

On January 6, 1987 an Order of Notice was issued setting a hearing for February 26, 1987 at
10:00 a.m. before this Commission at its office in Concord. Notices were sent to Rist Frost
Associates as representatives of the applicant and the following state departments and divisions:
Division of Motor Vehicles; Department of Transportation, Supervisor of Public Records;
Director, Industrial Development, DRED; Railroad Administrator, Department of
Transportation; Commissioner, Department of Transportation; Director, Department of Safety
Services; Chief of Land Management DRED and the Office of Attorney General.

On February 26, 1987 the petitioner filed an affidavit that publication had been made in the
Evening Citizen, Laconia, New Hampshire on January 27, 1987.

A hearing was held on February 26, 1987. At the hearing, testimony for the applicant was
provided by Tom Byer and Walter Pierce. Testimony regarding licenses for crossings to be
issued by the Department of Transportation, Bureau of Railroads was
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provided by Center Sanders. No one appeared in opposition to the petition.
Il. APPLICABLE LAW
RSA 371:17 provides as follows:

371:17 Petition. Whenever it is necessary in order to meet the reasonable requirements of
service to the Public that any public utility should construct a pipeline, cable or conduit or a line
of poles or towers and wires and fixtures the