DE 01-098

CoNnecTl cuT VALLEY ELECTR ¢ CoweANY

In The Matter OfF The Inplenentation OF The Electricity
Consunpti on Tax

Order Approving Stipulation

ORDER NO 23,760

August 16, 2001

APPEARANCES: Ransnei er & Spellman PC by Dom S.
D Anbruoso, Esqg. for Connecticut Valley Electric Conpany; and
Gary Epler, Esq. for the Staff of the New Hanpshire Public
Utilities Comm ssion.
| . PROCEDURAL HI STORY

On April 30, 2001, the New Hanpshire Public
Uilities Conmm ssion (Comm ssion) issued an Order of Notice in
this docket (Order No. 23,696) requiring that effective May 1,
2001, pursuant to the provisions of RSA 83-E:2 and RSA 83-E: 3,
an electricity consunption tax of $.00055 per kWh was to be
collected and remtted to the state by Connecticut Valley
El ectric Conpany (CVEC or the Conpany). The Order of Notice
al so ordered that a prehearing conference and hearing on
tenporary rates, pursuant to RSA 378:27, be held to consider
the fixing of rates until all issues concerning the
i npl ement ati on of the consunption tax were resolved. The
Conmi ssion al so provided that the sanme issues in Dockets DE

01-096, Granite State Electric Conmpany (GSEC), and DE 01-097,

Concord El ectric Conpany and Exeter and Hanpton El ectric
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Conpany (Unitil Conpanies), be heard at the sanme tinme. On May
11, 2001, the duly noticed prehearing conference was held. On
June 6, 2001, CVEC filed a Motion for Protective Order to keep
confidential certain New Hanpshire tax returns requested by
Staff in data requests of the Company. On July 23, 2001, the
Comm ssi on i ssued Order No. 23,743, approving tenporary rates
for CVEC as well as GSEC and the Unitil Conpanies, pending an
investigation into the technical aspects of the inplenentation
of the consunption tax, the repeal of the franchise tax, and
the resulting inpacts on the Business Profits Tax liability of
t he Conpani es.
1. POSITIONS OF THE PARTI ES AND STAFF - STI PULATI ON
AGREEMENT

On July 24, 2001, a hearing was held to consider a
Sti pul ati on Agreenment between CVEC and Staff to resol ve al
the issues in this docket. As an initial matter, and after
determ ning that there were no objections fromany party or
Staff, the Conm ssion approved CVEC s Motion for Protective
Order as filed on June 6, 2001, finding that the informtion
at issue was confidential financial and commercial information
which, if made public, would create a conpetitive di sadvant age
for the petitioner.

C.J. Frankiew cz, Financial Analysis Coordinator for
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CVEC, presented the Stipulation Agreenent. The Agreenent
provides for slight rate changes to CVEC custoners, with Rate
D-1 increasing 0.3% and all other rate classes changi ng pl us
or mnus 0.1% The Agreenent provides for the elimnation of
the franchise tax from CVEC s base energy and base capacity
charges, and provides for renmoval of references to recovery of
franchise tax fromits FAC and PPCA tariff pages. The
Agreenent authorizes CVEC to bill a Business Profits Tax
Per cent age Adj ustnent (BPTAP)designed to reflect: 1) a
recoupnent for the period May 1, 2001 through August 31, 2001,
the period tenporary rates are in effect; 2) estinmated BPTAP
revenues for the period Septenber 1, 2001 through Decenber 31,
2001; 3) estimted Business Profits Tax (BPT) expense,
i nclusive of tax gross-up, for the period May 1, 2001 through
Decenber 31, 2001; 4) a one-tinme set up of accunul ated
deferred incone taxes (ADIT) estimated at $375,842 related to
BPT, inclusive of tax gross-up; and 5)an estimated endi ng
bal ance undercol |l ecti on of $273,887 at Decenber 31, 2001.
CVEC will file a reconciliation of the BPTPA on an annual
basis in a simlar manner to its FAC and PPCA. Such annual
reconciliation may not involve a change to the BPTPA rate if

t he amount of such change woul d be small.

L1 COWM SSI ON ANALYSI S
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We have reviewed the Stipulation Agreenment submtted
at hearing in this proceeding, and we find it an acceptable
resolution of the matters associated with the inplenentation
of the Electricity Consunption Tax under RSA 83-E, and the
simul taneous elimnation of the franchise tax. Qur prior
approval of tenporary rates for CVEC, and the reconciliation
provided for in the Agreenent, resolves the issue of ending
coll ection of the franchise tax and providing a return of
those dollars to custoners. The inplenentation of a BPTAP of
0. 80% of revenue, with an annual reconciliation, provides
protection to both CVEC and its custonmers fromthe volatility
t he Conpany indicated it expects to occur as a small part of a
much | arger corporate entity subject to New Hanpshire
apportionment rules for the BPT. The use of an adjustnment
factor for the BPT is simlar to the nethodology this
Comm ssi on approved for recovery of the franchise tax when it
was re-instituted in 1993. W note that under section 2.10 of
t he Agreenent this change will be inplenmented on Septenber 1,
2001 on a bills rendered basis.

Based upon the foregoing, it is hereby

ORDERED, that the Stipulation Agreenent submtted in
this proceeding by CVEC and Staff, providing for elimnation

of the franchise tax from CVEC s rates, the inplenmentation of
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a Business Profits Tax Adjustnment Percentage of 0.80% and the
reconciliation of tenporary rates, is approved; and it is

FURTHER ORDERED, that the following tariff pages:
Fifth Revised Page 13, Eighth Revised Page 14, Seventh Revi sed
Page 15, Fifth Revised Page 16, Sixth Revised Page 16-A, Fifth
Revi sed Page 21, Fifth Revised Page 22, Thirteenth Revised
Page 24, Twelfth Revised Page 26, Twelfth Revi sed Page 27,
Thirteenth Revi sed Page 29, Twelfth Revi sed Page 30, Eleventh
Revi sed Page 32, Thirteenth Revised Page 33, Thirteenth
Revi sed Page 34, Eleventh Revised Page 36, Tenth Revi sed Page
37, Eleventh Revised Page 38, Tenth Revi sed Page 39,
Thirteenth Revi sed Page 40, Thirteenth Revi sed Page 41,
Thirteenth Revised Page 43, Thirteenth Revised Page 44, Ninth
Revi sed Page 46, Ninth Revised Page 48, are approved; and it
S

FURTHER ORDERED, that CVEC s June 6, 2001 Motion for
Protective Order is approved, subject to the ongoing right of
any person to request reconsideration, or of the Comm ssion on
its own notion, to reconsider the grant of the protective

order.
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By order of the Public Utilities Conm ssion of New

Hanmpshire this sixteenth day of August, 2001.

Dougl as L. Patch Susan S. Geiger Nancy Brockway
Chai r man Conmi ssi oner Conmmi ssi oner

Attested by:

Thomas B. CGetz
Executive Director and Secretary



