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NEw HavPsH RE Gas CORPORATI ON
Pilot Fixed Price Option Program
Order Approving Settlenment Agreenent

ORDER NO 23,457

May 2, 2000

APPEARANCES: Ransneier & Spell man by Dom S.
D Anbruoso, Esg., on behalf of New Hanpshire Gas Corporation;
and Larry S. Eckhaus, Esq., for the Staff of the New Hanpshire
Public Utilities Conm ssion.

PROCEDURAL HI STORY

On February 22, 2000, New Hanpshire Gas Corporation
(NHGC) filed with the New Hampshire Public Utilities
Comm ssion (Comm ssion) a pilot Fixed Price Option Program
(FPO for the sumrer period, May 1, 2000 through COctober 31
2000. NHGC s petition requests authority for NHGC to offer a
set price to custonmers who elect to participate in the FPO
based on propane prices which have been | ocked in ahead of
time with NHGC s suppliers. The FPO will not guarantee | ower
prices than those avail able under the cost of gas. It wll
sinply ensure a set price for the sumer period to custoners
who desire price certainty. NHGC s filing was acconpani ed by

the pre-filed testinony and supporting attachments of Mark A

Col e, General Manager.
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By Order of Notice issued March 17, 2000, the
Comm ssi on set deadlines for intervention requests and
obj ections thereto, proposed a procedural schedule, and set a
hearing on the merits for April 25, 2000. On March 22, 2000,
in accordance with the procedural schedule, NHGC and the Staff
of the Comm ssion (Staff) held a technical session. No
petitions to intervene were filed with the Conm ssion.

On April 19, 2000, a Settlenment Agreenent
(Agreenent) was filed with the Conm ssion. The Agreenent is a
result of Staff's review of NHGC s prefiled testimony, NHGC s
responses during discovery, and the technical session held on
March 22, 2000. A duly noticed hearing was held on April 25,
2000 at which tinme testinony supporting the Agreenent was
presented to the Comm ssion.
1. SETTLEMENT AGREEMENT

The Settl enment Agreenent, dated April 19, 2000, is
entered into by NHGC and Staff, representing the full
participants in this docket with regard to NHGC s Fi xed Price
Option Program

The Agreenent is sunmarized as foll ows:

1. NHGC and Staff agree that NHGC shall establish a Pilot
Fi xed Price Qoption Program (FPO for the winter period,
Novenber 1, 2000 - April 30, 2001.

2. The FPO woul d al | ow customers conprising up to 20% of
NHGC s normal winter sendout to fix their cost of gas for
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the applicable period. The custoner’s unit cost of gas
under the FPO will not change for any reason during the
appl i cabl e peri od.

NHGC shal | establish two (2) FPO pools, one for commerci al
custoners and one for residential custoners. The total
eligible quantities for the Pilot FPO shall be split anong
the residential and commercial pools based on their pro-
rata Wnter 1999-2000 cost of gas period thermsales. A
the end of the enrollnment period, NHGC custoners who were
put on a waiting list for one pool shall be enrolled for
any unused quantities not used by the other pool.

Prior to Septenber 30, 2000, NHQC shall fix the propane
prices for the FPO and cal cul ate the FPO cost of gas to be
offered to customers enrolling in the FPO

NHGC shal | secure a m ni num 20% of NHGC s expected design
wi nter sendout as a hedge agai nst col der than nornal

weat her and company use and unaccounted for. The hedged
gas not needed by FPO custoners will be considered to be
part of NHGC s overall portfolio and used to satisfy non-
FPO cust oner s.

NHGC may enter into derivative transacti ons consi stent
with its derivatives policy to pre-purchase propane for
the FPQ Any transaction costs associated with such
derivatives shall be included in the cal culation of the
FPO rate.

Commenci ng Cctober 1, 2000 through Cctober 21, 2000,
NHGC s customers will be allowed to enroll on a first cone
first served basis in the FPO to begin Novenber 1, 2000.
NHQC shal | accept enrol |l nents during that period until the
total expected w nter period usage of all participants
nmeets 20% of NHGC s expected w nter | oad.

Inthe initial winter period in which the FPOis
effective, the price under the FPO shall include the prior
wi nter over/under collection.

Any adm nistrative and accounting costs associated with
the FPO shall be treated as general operations and

mai nt enance expense and will not be recovered through the
Cost of Gas.

NHGC agrees to anmend its Tariff NHPUC No. 1 - Gas 2™
Revi sed Page 17 to reflect the availability of the FPQ
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11. NHGC agrees to notify its customers, via a separate
mai ling, regarding the availability of the FPO program

LT COW SSI ON ANALYSI S

After careful review of the Settl enment Agreenent and
the testinony and exhibits offered at the April 25, 2000
hearing, we find that the Settl enment Agreenent is reasonable
and that the proposed pilot Fixed Price Option Programis in
the public interest.

The FPO is consistent with prior Commi ssion orders
that directed gas utilities in New Hanpshire to mtigate price
volatility at a mniml cost. Order No. 22,006, Re Northern
Uilities, Inc. - New Hanmpshire Division 81 NHPUC 76 (1996)
and Order No. 22,079, Re EnergyNorth Natural Gas, Inc. 81
NHPUC 233 (1996). The FPO w |l elimnate price fluctuations
due to the volatility of propane prices for customers who
choose to participate. The FPOis simlar to fixed price
pl ans offered in the conpetitive market by oil and propane
deal ers, as well as natural gas marketers, that ensure a set
price for the winter period to customers who desire price
certainty.

NHGC testified at the hearing that the use of
derivatives to fix the cost of the propane to be offered

t hrough the FPO is uncertain at this time. NHGC s prefiled
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testinmony indicates that due to the limted amunt of vol unes
to be offered through the FPO, the limted potential use of
NYMEX (New York Mercantile Exchange) futures makes this an
option that NHGC would not utilize at this tinme. However,
NHGC stated that any prem unms or other costs of the
derivatives, should they be used to purchase volumes for the
FPO, would be included in the calculation of the price offered
t hrough the FPO. We agree that any costs directly
attributable to the purchase of propane for the FPO should be
used in the calculation of the FPO pri ce.

Wth the change in the cost of gas nechani sm by
Order No. 23,017, Re Keene Gas Corporation 83 NHPUC 474 (1998)
and Order No. 23,055, Re Keene Gas Corporation 83 NHPUC 608
(1998), which permt nonthly changes to the COG rate to nore
accurately reflect market prices, the FPO offers an
alternative to custonmers who do not want to be subject to the
volatility of market prices. Enrollment in the FPO will
commence October 1, 2000, coincident with NHGC s filing of its
wi nter 2000/ 2001 cost of gas petition, thereby enabling
custoners to better evaluate their pricing alternatives. The
availability of two pricing options will allow firm sales COG
custoners to decide the |level of price risk they wish to

tolerate while providing better price signals to the
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mar ket pl ace.

We agree that as an initial offering the FPO shoul d
be limted and we believe that twenty percent (20% of the
1999/ 2000 weat her nornmalized winter period thermsales is a
reasonabl e anount to be offered for the comng winter. |If the
FPO i s undersubscribed, the supplies purchased will be deened
to be additional volunes hedged for the firm sales COG
custonmers. The offering of separate pools, i.e., residential
and commercial, for entitlenment to propane purchases under the
FPO ensure that commercial customers will not dom nate the
vol unes avail abl e.

The FPO should be treated as a pilot or test for the
2000/ 2001 wi nter period. The FPO should be closely nonitored
and the results reviewed and eval uated to serve as a basis for
continuing and inproving the plan going forward. NHGC
testified that it will work with Staff to evaluate and nodify,
if necessary, the FPO should the program be offered in
subsequent years.

The Agreenent did not address how the over/
undercol | ecti on associated with the FPO woul d be accounted for
at the end of the wi nter 2000/2001 period. G ven the pil ot
nature of the FPO, the treatment of this over/undercollection

will be deferred and addressed in a subsequent proceeding.
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Based upon the foregoing, it is hereby
ORDERED, that the Settlenent Agreenent entered into
by NHGC and Staff is hereby APPROVED; and it is
FURTHER ORDERED, that NHGC is authorized to
i npl ement the pilot Fixed Price Option Program in accordance
with the nodifications detailed in the Settl ement Agreenent,
for the upcom ng Wnter 2000/ 2001 season
By order of the Public Utilities Comm ssion of New

Hampshire this second day of My, 2000.

Douglas L. Patch Susan S. Ceiger Nancy Brockway
Chai r man Comm ssi oner Comm ssi oner

Attested by:

Thomas B. Getz
Executive Director and Secretary



