STATE OF NEW HAMPSHIRE
PUBLIC UTILITIES COMMISSION

DG 24-059
NORTHERN UTILITIES, INC.
F-4 Petition for Authority to Issue Securities
Order Nisi Approving Financing
ORDER NO. 27,026
June 25, 2024
Northern Utilities, Inc. (Northern or the Company), filed a petition for authority
to issue long term debt not to exceed an aggregate principal amount of $50 million. In
this order, the Commission authorizes Northern to borrow up to $50 million and issue
corresponding unsecured long-term debt securities.
The petition and subsequent docket filings, other than information for which

confidential treatment is requested of or granted by the Commission, are posted to the

Commission’s website at https://www.puc.nh.gov/Regulatory/Docketbk /2024 /24-

059.html.
I. BACKGROUND AND PROCEDURAL HISTORY

Northern is a public utility that supplies natural gas in Maine and in the
seacoast region of New Hampshire. The Company has approximately 34,000
customers in New Hampshire. The Company filed a petition on April 5, 2024,
pursuant to RSA 369, seeking Commission approval to issue and sell through private
placement up to $50 million in aggregate principal amount of long-term debt in the
form of first mortgage bonds. See Northern’s April 5, 2024 Petition at 1 & 2.

The Company proposes to price the bonds at a fixed rate based on the 30-year
U.S. Treasury rate plus a credit spread not to exceed two hundred fifty basis points

(2.50%) resulting in a coupon rate of not more than 7.50% to be determined at the
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time of closing. See Northern’s April 5, 2024 Testimony of Christopher Goulding and
Andre Francoeur at 3.

On May 31, 2024, the New Hampshire Department of Energy (DOE) filed a
technical statement recommending approval of the petition. The Office of the
Consumer Advocate did not submit an appearance in this docket, and no petitions to
intervene were filed.

II. POSITIONS OF THE PARTIES

A. NORTHERN

Northern said it will use the loan proceeds to (1) re-pay outstanding short-term
indebtedness incurred for additions, extensions and betterments Northern’s property,
plant and equipment as well as to refinance maturing long-term debt; and (2) defray
the costs and expense of the financing or for other lawful general corporate purposes.
See April 5, 2024 Petition at 4. Northern attached its proposed 2024 capital spending
budget to the petition totaling $65.4 million. See Northern’s April 5, 2024 Attachment,
Schedule AFCG-1. The Company asserts that the purpose of the financing is in the
public good and, therefore, should be authorized under RSA 369.

To implement the financing, Northern proposes to price the bonds at a fixed
rate based on the 30-year U.S. Treasury rate plus a credit spread not to exceed two
hundred fifty basis points (2.50%) resulting in a coupon rate of not more than 7.50%
to be determined at the time of closing. Northern anticipates that the ultimate rate for
the bonds will be consistent with current market rates (approximately 6.50%);
however, given that Northern plans to close on the bonds at some point within the
third quarter of 2024, the Company requests approval of a maximum coupon rate of

7.50% to provide sufficient flexibility in the event of unanticipated widening of credit
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spreads due to uncertainty or volatility in the capital markets. See Northern’s April 5,
2024 Testimony of Christopher Goulding and Andre Francoeur at 5-6.

Northern explains that the proposal of a maximum coupon rate of 7.50% was
requested based on the advice of its investment bankers who indicated that market
conditions can change quickly and the coupon rate must allow for flexibility to handle
market uncertainty and volatility. See Id. The final financing structure, terms and
conditions, amounts, documentation, and rate will be determined at the time of
issuance. See Id. The bonds are expected to be issued under similar terms and
provisions as existing tranches and the Company will work closely with its placement
agent(s) to determine the optimal issuance. Seeld at 3.

Northern asserts that the proposed financing will not have a significant impact
on the Company’s current capital structure. See Exhibit AFCG-4 at 1. Northern’s
current and pro-forma debt to equity ratio will remain at 55 % debt to 45 % equity.
See Testimony of Christopher Goulding and Andre Francoeur at Exhibit AFCG-6 at 1.
Northern estimates the cost of the bond issuance to be approximately $300,000,
which includes ratings fees, legal fees, and underwriting fees. See April 5, 2024
Petition at | 5.

Northern expects a favorable reception by the private placement market for its
proposed debt issuance. See Northern’s April 5, 2024 Testimony of Francoeur &
Goulding at 6. The Company also asserted that the proposed transaction is consistent
with the public good and is therefore authorized under the provisions of Chapter 369.
See April 5, 2024 Petition at 4.

B. DOE

DOE reviewed Northern’s filings and recommended that the Commission

approve the proposed financing and find the financing to be consistent with the public
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good pursuant to RSA 369:1. Further, the DOE recommended that the Commission
review the proposed financing as “routine.” See May 31, 2024 technical statement at
2.

The DOE supports the Company’s position that approval of the petition is in
conformance with the review standards of RSA Chapter 369 and recommends that the
Commission authorize Northern to issue $50 million in long term debt, according to
the proposed terms, amounts, and interest rate Northern has outlined, for the
purposes of refinancing its existing short-term debt into long-term debt, and to
authorize the issuance of new debt as requested.

III. COMMISSION ANALYSIS

RSA 369:1 states that a utility may, “with the approval of the commission but
not otherwise, issue and sell ... notes and other evidences of indebtedness payable
more than 12 months after the date thereof for lawful corporate purposes.” The
Commission shall authorize the financing “if in its judgment the issue of such
securities upon the terms proposed is consistent with the public good.” RSA 369:4.
The Commission reviews the amount to be financed, the reasonableness of the terms
and conditions, the proposed use of proceeds, and the effect on rates. Appeal of
Easton, 125 NH 205, 211 (1984) (Easton).

The rigor of an Easton inquiry varies depending on the circumstances of the
request. As the Commission has noted in prior decisions, “certain financing related
circumstances are routine, calling for more limited Commission review of the purposes
and impacts of the financing, while other requests may be at the opposite end of the
spectrum, calling for vastly greater exploration of the intended uses and impacts of the
proposed financing.” Public Service Company of New Hampshire, Order No. 25,050 at

14 (December 8, 2009). We engage in a more limited review for routine financing
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requests. Id. at 13-14. A routine request is one that will have no discernible “impact
on rates or deleterious effect on capitalization, [and] in which the funds are to enable
numerous investments appropriate in the ordinary course of utility operations.” Id. at
13.

The Company’s petition asserts that refinancing is necessary to recapitalize its
short-term debt. The graphic provided in Mr. Goulding and Mr. Francoeur’s testimony
depicts historical interest rates for the last four years. If Northern had put forth this
petition in 2021 the interest rate requested would have been 3% lower than the now
requested rate of up to 7.5%. See Northern’s April 5, 2024 Testimony of Francoeur &
Goulding at 5. This would have been an excellent time to borrow money. Now rates are
on the rise. Mr. Goulding and Mr. Francoeur have indicated that Northern’s
investment bankers have recommended refinancing in the third quarter of 2024. See
Id. Northern anticipates that there will be strong interest from the private placement
market. Specifically, 2024 has been the strongest start to the year since 2019 for the
private placement market. See Id at 6. This testimony, combined with the technical
statement of DOE supports the position that refinancing now, despite the upward
trend in interest rates over the last two years, is in the public good.

Northern proposes refinancing for the following three purposes:

1. Re-pay outstanding short-term indebtedness incurred for additions,
extensions and betterments Northern’s property, plant and equipment as
well as to refinance maturing long-term debt;

2. Defray the costs and expense of the financing or for other lawful general
corporate purposes; and

3. To fund approximately $300,000 in issuance costs.

See April 5, 2024 Petition at § 4 & 5.



DE 24-059

Based on the Company’s petition and DOE’s analysis and recommendation, we
find Norther’s request to be routine and to have no discernable impact on rates and
will not adversely affect capitalization. As a routine financing request, we limit our
review to whether the "use of the financing proceeds [is| in the public good." See RSA
369:4. We need not examine other possible uses of the money. Public Service Co. of
N.H., Order No. 25,050 at 16. Replacing short-term debt with the proposed long-term
financing will provide benefits to Northern and its customers. Northern’s balance sheet
will improve, and customers will see essentially no change in rates. We find Northern’s
intended use of the financing proceeds to be in the public good.

Accordingly, based on the record, the Commission finds the proposed
refinancing to be reasonable. We conclude that approval of the proposed financing will
permit Northern to provide safe and adequate service to its customers, as required by
RSA 374:1, and that the financing is consistent with the public good, pursuant to RSA
369:1 and RSA 369:4. Accordingly, based on the Company’s petition and on DOE’s
technical statement and recommendation, we find Northern’s financing request to be
consistent with the public good. We further find that additional investigation is not
required and approve the proposed financing on a Nisi basis.

Our approval of Northern’s financing does not limit or preclude the Commission
from reviewing in a future case, directly or indirectly, the prudence, use, and
usefulness of any specific project financed by the borrowed funds pursuant to RSA
378:28. The Commission retains its authority under RSA 374:4 to be kept informed of
NORTHERN'’s use of the financing and any efforts to refinance under more favorable
interest rates, separate and apart from any future review under RSA 378:28.

Based upon the foregoing, it is hereby
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ORDERED NISI, that subject to the effective date below, the request of
Northern Utilities Inc. to borrow up to $50 million in long-term debt at an interest rate
of not more than 7.50 percent, is hereby GRANTED; and it is

FURTHER ORDERED, that Northern Utilities Inc. shall submit written
confirmation of the amount and interest rate of the finalized debt issuance; and it is

FURTHER ORDERED, that Northern Utilities Inc. shall cause a copy of this
order to be published on its website by no later than the close of business on June 27,
2024; noticed through billing in the next billing cycle after the issuance of this order;
and to be documented by affidavit filed with this office on or before July 5, 2024; and
it is

FURTHER ORDERED, that all persons interested in responding to this order be
notified that they may submit their comments or file a written request for a hearing
which states the reason and basis for a hearing no later than July 15, 2024, for the
Commission’s consideration; and it is

FURTHER ORDERED, that any party interested in responding to such
comments or request for hearing shall do so no later than July 22, 2024; and it is

FURTHER ORDERED, that this order shall be effective July 25, 2024, unless
the Petitioner fails to satisfy the publication obligation set forth above or 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 Twenty-fifth

Day of June 2024.

o i Q) -
voey C C]\;@Ne/ (JVJJZ % ngd»v

Daniel C. Goldner (dipK~EHattk padhyay Carleton B. Simposon
Chairman Commissioner Commissioner




DE 24-059 -8-

Service List - Docket Related

Docket# : 24-059
Printed: 6/25/2024

Email Addresses

ClerksOffice@puc.nh.gov
Ashraful. Alam@energy.nh.gov
Faisal.DeenArif@energy.nh.gov
Bruce.L.Blair@energy.nh.gov
Energy-Litigation@energy.nh.gov
thomas.c.frantz@energy.nh.gov
Molly.M.Lynch@energy.nh.gov
amanda.o.noonan@energy.nh.gov
ocalitigation@oca.nh.gov
taylorp@unitil.com



