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NORTHERN UTILITIES, | NC. - PELHAM Divi SI ON
2000/ 2001 W nter Cost of Gas
Order Approving the Cost of Gas

ORDER NO 23,582

Oct ober 31, 2000

APPEARANCES: Rubin & Rudman, L.L.P., by Frank
Pozni ak, Esq., on behalf of Northern Uilities, Inc. and Larry
S. Eckhaus, Esq., for the Staff of the New Hanpshire Public
Utilities Comm ssion.
| . PROCEDURAL HI STORY

On Septenber 15, 2000, Northern Utilities, Inc. (Northern)
filed with the New Hanpshire Public Uilities Conm ssion (Comm ssion)
its Cost of Gas (COG) rate for the period Novenmber 1, 2000 through
April 30, 2001 for effect November 1, 2000. The filing was
acconpani ed by a cover letter and supporting schedules of Kelly L.
Mul l en, Pricing Analyst. The proposed 2000/ 2001 Wnter COG rate is
$0. 9365 per therm

On Cctober 12, 2000, Staff filed the Direct Testinony of
St ephen P. Frink, Assistant Finance Director, recomendi ng approval
of the proposed COG rate and revising the mechanismthat allows
Northern to inplenment nonthly changes wi thout further Conm ssion
action, to provide Northern greater flexibility in making

adj ust nent s.

By Order of Notice issued Septenber 20, 2000, the
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Conmi ssi on schedul ed the date of the hearing for October 17, 2000 and
set deadlines for intervention requests and objections thereto.

There were no Motions to Intervene filed. A duly noticed hearing on
the nerits was held on COctober 17, 2000.
POSI TI ONS OF THE PARTI ES AND STAFF
A Nor t hern

Northern’s witness Marjorie H 1zzo, Manager of Rates
Adm ni stration, addressed the follow ng issues: 1) calculation of the
COG rate and the inpact on custonmer bills; and 2) factors
contributing to the increased rate.

1. Cal cul ati on and Rate | npact of the Proposed COG Rate

The proposed 2000/ 2001 Wnter COG rate of $0.9365 per
t herm was cal cul ated by increasing the anticipated cost of gas of
$56, 624 by the prior period under-collection of $1,458 and rel ated
interest of $107 and dividing the resulting anticipated costs of
$58, 189 by projected therm sales of 62, 134.

Nort hern’s proposed 2000/ 2001 Wnter COG rate of $0.9365
per thermrepresents an increase of $0.1879 per thermfromthe
1999/ 2000 average wei ghted Wnter COG rate of $0.7486 per therm

The Pel ham Di vision is made up of eighteen (18) comrerci al
custoners and the proposed COG rate of $0.9365 per thermwl |
increase the nonthly bill of a customer consum ng 200 therms by

$37.57 (179% conpared to last winter's bill
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2. Factors Contributing to the Increased COG

The increase in the proposed COG per therm price as
conpared to last winter’'s rate can be attributed alnost entirely to
t he change in propane prices fromlast winter to this wnter. Bot h
the current and projected costs of propane are extrenely high this
year due to low inventories and |imted supplies to neet market
demand.

B. Staff

Staff testified that it had reviewed the filing and
recommended approval of the proposed COG rate, noting that
fuel purchasing for the period is consistent with prior
peri ods.

Staff recommended that the mechani sm which all ows
for a nonthly adjustnent w thout further Comm ssion action be
revised to all ow changes upwards or downwards of 20%
(currently 10% fromthe approved COG rate, with no limtation
on the anmount of change within that range (currently there is
alimt of no nore than a 10% change in any given nonth).

M. Frink testified that the revised nmechani sm woul d
enabl e Northern to better control over/under-recoveries and
reduce the need for nore time consum ng and costly revised COG
proceedi ngs when propane costs vary substantially within the

period. M. Frink explained that the COGis a reconciling
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item and, therefore, the proposed changes to the mechani sm
woul d have no inpact on the propane costs ultimtely paid by
Northern’s custoners, other than a reduction in rel ated
carrying costs.

1. COWM SSI ON ANALYSI S

After careful review of the record in this docket,
we find that Northern’s proposed COG rate will result in a
just and reasonable rate. Accordingly, we accept and approve
Northern’s proposed 2000/ 2001 W nter COG rate.

Al l owi ng Northern greater flexibility to adjust the
COG rate on a nonthly basis without further Comm ssion
approval, as proposed by Staff and supported by Northern, wll
enabl e Northern to pass al ong increases or decreases in
propane costs on a nore tinmely basis. Accordingly, we approve
t he proposed change to the mechani sm

We recognize that a 20% increase in the COG rate,
representing the total anount that gas costs would be all owed
to fluctuate under the mechani sm we are approving today, is
substantial. The bill inpact on an average custoner of such
an increase would be nmore limted, likely closer to 10% when
t he custoner charge and delivery rate are factored in to the
total rate. While a 10% change in rates nmay be significant,

in today's energy markets such fluctuations are,
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unf ortunately, not uncommon. Through experience, it is hoped
t hat custoners becone nore aware of the volatility of propane
prices and, if adverse to price fluctuations, avail thenselves

of Northern's current budget program

Based upon the foregoing, it is hereby

ORDERED, that Northern Utilities, Inc. - Pelham Division' s
proposed Wnter COG rate of $0.9365 per therm for the period Novenber
1, 2000 through April 30, 2001, is APPROVED, effective for bills
rendered on or after Novenber 1, 2000; and it is

FURTHER ORDERED, that Northern may, w thout further
Conmmi ssi on action, adjust the approved COG rate upward or downward
nmont hly based on Northern’ s cal culation of the projected over or
under-col lection for the period, but the cumul ative adjustnents shall
not exceed twenty percent (20%, or $0.1873, of the approved unit
cost of gas; and it is

FURTHER ORDERED, that Northern will provide the Conm ssion
with its nonthly cal culation of the projected over or under-
cal cul ation, along with the resulting revised COG rate for the
subsequent nonth, not |less than five (5) business days prior to the
first day of the subsequent nonth. Northern shall include a revised
tariff page 33 - Calculation of Cost of Gas and revised rate

schedules if Northern elects to adjust the COG rate; and it is
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FURTHER ORDERED, that the over or under-collection shall
accrue interest at the Prinme Rate reported in the Wall Street
Journal. The rate is to be adjusted each quarter using the rate
reported on the first date of the nonth preceding the first nonth of
the quarter; and it is

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

By order of the Public Utilities Comm ssion of New

Hanmpshire this thirty-first day of October, 2000.

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

Attested by:

Thomas B. Getz
Executive Director and Secretary



