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November 16, 2011

Debra A. Howland
Executive Director
New Hampshire Public Utilities Commission
21 South Fruit Street, Suite 10
Concord, N}1 03301-2429

Re: DG 11-208 Northern Utilities, Inc.
Petition for Increase in Non-fuel Short Term Debt Limit
Staff Recommendation

Dear Ms. Howland:

On September 15, 2011, Northern Utilities, Inc. (Northern) filed a petition for
approval to increase the non-fuel short term debt limit of 15 percent of net utility plant to
20 percent of net utility plant. The 15 percent non-fuel short term debt limit was
approved in Docket No. DG 09-239, Northern’s petition to issue securities, by Order
25,068 (January 22, 2010). In that proceeding Northern indicated that the non-fuel short
term debt limit of 15 percent was sufficient to allow it to conduct its normal operations as
well as allow it to address environmental remediation costs and accelerated bare steel
pipe replacement costs.

In its filing Northern states that it is incurring sizeable programmatic capital
spending in both Maine and New Hampshire and that those capital investments are
largely non-revenue producing. Northern asserts that its revenues under its current rates
are insufficient to recover its distribution cost of service and provide a reasonable
opportunity for a return to its investors. The Company is currently in base rate
proceedings in Maine and New Hampshire and has proposed a Targeted Infrastructure
Replacement Adjustment cost recovery mechanisms to recover programmatic capital
spending for cast iron and bare steel programs in 2012 and beyond.

In response to Staff discovery, Northern provided a detailed list of projects funded
by non-fuel short term debt since the 15 percent borrowing limit was approved, together
with its capital spending plans, and has provided a pro formed capital structure based on
short term borrowing at the proposed maximum. The list of projects completed with




