DG 01-053

NORTHERN UTILITIES, | NC.
2001 Summer Cost of Gas
Order Approving the Cost of Gas

ORDER NO 23,690

April 23, 2001

APPEARANCES: Rubin & Rudman, L.L.P., by Frank
Pozni ak, Esq., on behalf of Northern Uilities, Inc. and
Marci a Thunberg, Esq., for the Staff of the New Hanpshire
Public Utilities Conm ssion.

PROCEDURAL HI STORY

On March 15, 2001, Northern Utilities, Inc. (Northern)
filed with the New Hanpshire Public Utilities Conm ssion (Comm ssion)
its Cost of Gas (COG) for the period May 1, 2001 through October 31,
2001 for Northern's natural gas operations in the Seacoast area of
New Hanpshire. The filing was acconpani ed by supporting attachnments
and the Direct Testinony of Joseph A Ferro, Manager of Regul atory
Pol i cy.

An Order of Notice was issued on March 21, 2001, setting
the date of the hearing for April 12, 2001.

On April 9, 2001, Northern filed revised 2001 Sumrer COG
tariff pages, pursuant to Conmm ssion Order No. 23,674 (April 12,
2001) in Docket DG 00-046, Northern Utilities, Inc. The revised

tariff pages did not change the projected direct gas costs as

contained in the original COG filing, but included indirect gas costs
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and cal cul ated a Residential Summer Season Cost of Gas Rate of
$0. 6831 per therm a Comrercial & Industrial Sunmer Season Low
W nter Cost of Gas Rate (C& LWR) of $0.6407 per therm and a
Comrerci al and Industrial Sunmer Season High Wnter Cost of Gas Rate
(C& HWR) of $0.7346 per therm

On April 4, 2001, the Ofice of the Consuner
Advocate (OCA) filed a Notice of Intent to Participate in this
docket on behalf of residential utility consuners pursuant to
t he powers and duties granted to the OCA under RSA 363:28,11.
There were no other intervenors in this docket. A duly
noti ced hearing on the nerits was held at the Comm ssion on
April 12, 2001
1. POSITIONS OF THE PARTI ES AND STAFF

A Nort hern

Northern w tness Joseph A Ferro addressed the follow ng
i ssues: 1) calculation of the COG 2) the inpact on customer bills;
and 3) factors contributing to the increased rate.

1. Cal cul ation of the Proposed COG Rate

The proposed system average 2001 Sunmer COG rate of
$0. 6831 per therm was cal cul ated by taking projected direct gas
costs, primarily commodity and transportation costs, of $7,878,076
and addi ng indirect costs of $277,402 and dividing the resulting

antici pated period costs of $8, 155,478 by projected therm sal es of
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11, 938, 830.

The indirect costs include a prior period under collection
of $198,842 with related interest of $2,922, which has traditionally
been included in the calculation of the COG rate. Indirect gas costs
that have traditionally been included in the delivery rate but have
been renoved fromdelivery rates and are in the 2001 Summer COG rate
cal cul ation include: working capital expense of $19,695 related to
gas purchase costs; bad debt expense of $26,719 associated with gas
costs; and admi nistrative and general costs of $29, 224 associ ated
with the gas supply function, such as salaries of the Gas Supply and
Di spatch Departnments and referred to as “m scel |l aneous overhead.”
Resi dential custoners are charged the system average cost of gas
rate.

The Commercial and |Industrial COG rates were cal cul ated
by applying ratio factors to the system average sunmmer cost of gas,
the ratio factor being the relationship between the allocated cost of
gas for | ow wi nter custoners and high wi nter customers based on the
test year used in Docket DG 00-046, Northern Utilities, Inc. The C&l
LWR of $0.6407 per therm was based on a ratio factor of .93922, or
93.833% and the C& HWR of $0.7346 per therm was based on a ratio
factor of 1.07584, or 107.584%

2. Rate | npact of the Proposed COG Rate
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Northern’s proposed 2001 Summer Residential COG rate of
$0. 6831 per thermrepresents an increase of $0.1391 per therm from
t he average wei ghted 2000 Summer COG rate of $0.5440 per therm A
portion of the proposed summer rate, $0.0061 per therm is due to
movi ng i ndirect gas costs fromthe delivery rate to the COG rate and,
t herefore, should have no inpact on custonmer bills. A typical
residential heating custonmer will experience a $6.70, or 14%
increase in nonthly bills over |last sumer, attributable to an
increase in this summer’s projected direct gas costs conpared to | ast
summer’s actual direct gas costs.

We note that the typical residential heating custoner wll
al so experience a $10.04, or 19% increase in nonthly sumrer bills
due to the new rate redesign. The rate redesign anticipated an
annual increase of 6.9% for the typical residential heating custoner,
conprised of 16%in the summer and 4% in the winter. The reason why
the sumrer increase is greater than the winter increase is because
t he base rates are now annualized and not seasonal. Residential
custonmers no | onger get a | ower summer base rate and a higher w nter
base rate, but a single “delivery rate” throughout the year

3. Factors Contributing to the Increased COG Rate

The increase in the proposed 2001 Sunmer COG r at e,
excludi ng indirect gas costs which were previously in base rates, is

due al nost exclusively to the increase in projected natural gas
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prices. The projected increase in the commodity costs, based on New
York Mercantile Exchange futures prices, account for a $0.1100 per
thermincrease in the 2001 Summer COG rate conpared to the 2000
Sumrer COG rat e.

4. Wai ver of N.H Admin. Rule Puc 1203.05(b)
Northern made a verbal request for a waiver of N H.
Adm n. Rule, Puc 1203.05(b), which requires that rate changes
occurring as a result of a cost of gas adjustnment proceeding
be inplemented on a bills rendered basis, to enable Northern
to bill the new COG rates on a service rendered basis.
B. OCA
The OCA did not take a position with regard to
Northern's filing.
C. Staff
Staff recomended approval of Northern' s proposed
COG rates, based on an audit of last summer’s gas costs and a
t horough review of the filing. Staff noted that Northern’'s
Summer COG filing was consistent with its prior COG filings
and that the actual 2001 Sumrer gas costs will be reconciled
and reviewed during Northern’s 2002 Sunmmer COG proceedi ng.
Staff concurred with Northern' s verbal request for a
wai ver of N.H Adm n. Rule, Puc 1203.05(b), to enable Northern

to bill the new COG rates on a service rendered basis.
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Staff al so recomended that Northern explore various
options that would allow for nore tinely custoner notification
when i nmpl enenting nonthly COG rate changes and i npl enment those
that could be done at a reasonabl e cost.
L1l COWM SSI ON ANALYSI S

After careful review of the record in this docket,
we find that Northern's proposed COG rates will result in just
and reasonable rates. Accordingly, we accept and approve
Northern’s proposed 2001 Summer COG r at es.

We share Staff’s concern that custoners are not
receiving tinely notice of nmonthly COG rate adjustnents.
Mont hly changes are limted to 20% of the approved COG rat es,
wi t hout further Comm ssion approval and public notice, and are
i npl emented the first of each nmonth. Custonmers learn of a
mont hly change through a nessage on the ensuing bill
Custonmers early in the billing cycle have the opportunity to
respond to a nonthly COG rate change, but those late in the
billing cycle are not afforded the sanme opportunity. To
enabl e all custonmers to respond to rate changes on a tinely
basis, we direct Northern to explore cost effective nmethods to
provide notification to customers of nonthly COG rate changes

for implenentation no later than the 2001/2002 W nter peri od.
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Al so, consistent with the COG rate change billing
treatment recently approved by the mpjority for Northern in
Docket DG 00-046, Northern Utilities, Inc., Order No. 23,674
(April 5, 2001), we waive the application of N.H Adm n.
Rul es, Puc 1203.05(b), which requires that rate changes
occurring as a result of a cost of gas adjustnment proceeding
be inplemented on a bills rendered basis. This waiver,
pursuant to Puc 201.05, produces a result consistent with the
princi ples enbodied in Puc 1203.05(a), which states that all
rate changes, with the exception described in (b), shall be
i npl enented on the basis of service rendered on or after the
effective date of the approved rate change.

Based upon the foregoing, it is hereby

ORDERED, that Northern's proposed 2001 Residenti al

Summer COG rate of $0.6831 per thermfor the period of May 1,
2001 t hrough October 31, 2001 is APPROVED effective for
service rendered on or after May 1, 2001; and it is

FURTHER ORDERED, that Northern's proposed 2001
Commercial & Industrial Low Wnter Summer COG rate of $0.6407
per thermfor the period of May 1, 2001 through October 31,
2001 is APPROVED effective for service rendered on or after

May 1, 2001; and it is
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FURTHER ORDERED, that Northern's proposed 2001
Comrercial & Industrial H gh Wnter Summer COG rate of $0.7346
per thermfor the period of May 1, 2001 through October 31,
2001 is APPROVED effective for service rendered on or after
May 1, 2001; and it is

FURTHER ORDERED, that Northern may, without further
Comm ssi on action, adjust the approved COG rate upward or
downward nonthly based on Northern's cal cul ati on of the
proj ected over or under-collection for the period, but the
cunul ative adjustnents shall not exceed twenty percent (20%
of the approved unit cost of gas; and it is

FURTHER ORDERED, that Northern shall provide the
Comm ssion with its nmonthly cal cul ation of the projected over
or under-cal culation, along with the resulting revised COG
rate for the subsequent nonth, not |ess than five (5) business
days prior to the first day of the subsequent nonth. Northern
shall include a revised tariff page 32 - Cal cul ati on of Cost
of Gas and revised rate schedules if Northern elects to adjust
the COG rate; and it is

FURTHER ORDERED, that the over or under collection
shal | accrue interest at the Prinme Rate reported in the Wll
Street Journal. The rate is to be adjusted each quarter using

the rate reported on the first date of the nonth preceding the
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first nmonth of the quarter; and it is

FURTHER ORDERED, that the Conm ssion waives N H
Admi n. Rules Puc 1203.05(b) and will allow Northern to
i npl enment its 2001 Summer COG rates on a service rendered
basis; and it is

FURTHER ORDERED, that Northern shall file properly
annotated tariff pages in conpliance with this Oder no |ater
than 15 days fromthe issuance date of this Order, as required
by N.H Adm n. Rules, Puc 1603.

By order of the Public Utilities Conm ssion of New

Hampshire this twenty-third day of April, 2001

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

Attested by:

Thomas B. Getz
Executive Director and Secretary



