DE 00-274

GRANI TE STATE ELECTR ¢ CavPANY
January 2001 Retail Delivery Rate Filing

Order Approving Retail Delivery Rates
for January 1, 2001 through Decenber 31, 2001

ORDER NO 23,650

March 8, 2001

Appear ances: Seth L. Shortlidge, Esg. for Granite
State Electric Conpany, and Tracy Guyette and Janes J.
Cunni ngham Jr. for the Staff of the New Hanpshire Public
Utilities Comm ssion.
| . PROCEDURAL HI STORY

This Order supplenments and clarifies Order No.
23,612, issued Decenber 28, 200, which previously approved
GSEC adjustnent to retail rates, effective January 1, 2001

On Decenber 1, 2000, Granite State El ectric Conpany
(GSEC or the Conpany) filed with the Conmm ssion a petition to
adjust retail rates on January 1, 2001. The petition seeks to
adj ust GSEC s Stranded Cost Charge, Transition Service Charge,
Transm ssion Charge, Electric Service Adjustnent Factor,
Di stribution Surcharge Factor and System Benefits Charge
Ref und Adjustnment. An Order of Notice was issued on Decenber

5, 2000, ordering that a hearing be held on December 20, 2000.

No petitions for intervention were fil ed.
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Prior to the hearing, the Conpany and Staff held a
technical session. At the hearing Alan Linder nade an
appearance on behalf of Save Qur Homes Organi zation (SOHO but
did not request intervention. SOHO is supportive of GSEC s
participation in the InterimElectric Assistance Program ( EAP)
but concerned about the |evel of enrollnent. SOHO requested
t hat the Conpany actively seek out cooperative efforts with
human service agencies in order to increase enrollnent in this
program
1. POSI TI ON OF THE PARTI ES

A. Granite State Electric Conmpany

GSEC presented the testinony of Theresa M Burns,
Manager of Distribution Rates of National Gid USA Service
Conmpany Inc., and Panela A. Viapiano, Manager of Transm ssion
Regul ation and Policy for New Engl and Power Conpany, both of
whom had pre-filed testinmony on Decenber 1, 2000. At Staff’s
request, the Conpany presented the direct testinmony of M.

M chael J. Hager, Manager Distribution Services for National
Gid USA Service Conpany, who testified on the procurenent
met hodol ogy for Transition Service 2.

GSEC proposes to reduce its Stranded Cost Charge, on

average, by $0.00246 per kil owatt-hour (from $0.00780 per

kil owatt-hour to $0.00534 per kilowatt-hour) due to a decrease
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in the Contract Term nation Charge (CTC) billed to GSEC by New
Engl and Power Conpany (NEP).! Next, the Conpany proposes to
i mpl emrent a transition service adjustnent factor of $0.00215
per kil owatt-hour to recover under-collections for Transition
Service 1 incurred during the period Cctober 1, 1999 to
Sept enmber 30, 2000. This adjustnment factor would be added
directly to the current Transition Service Charge of $0.05541
resulting in a net Transition Service Charge of $0.05756 per
kil owatt - hour.

The average Transm ssion Service Charge is conprised
of two conmponents: the forecasted transm ssion expense for
2001 and the reconciliation of revenues and expenses fromthe
prior period. Of total transm ssion costs of $7,008, 416,
$917,592 is due to an under-recovery for the period Cctober
1999 t hrough Septenber 2000 and $6, 090,824 is attributable to
a forecast of higher costs for the period October 2000 through
Sept enber 2001. The Conpany proposes that the forecast
conponent for 2001 be, on average, $0.00911, an average
i ncrease of $0.00252 per kilowatt-hour. This transm ssion
charge is to be allocated anong customer classes by each

cl asses’ contribution to the coincident peak. I n addition,

The details of the CTC charge for year 2001, including
the Report on the Reconciliation of the 1999 and 2000 CTC wi ||
be considered in a separate docket, DE 00-277.
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GSEC is proposing a uniformtransm ssion adjustnent factor of
$0. 00119 per kilowatt-hour to recover the $917,592 in under-
col | ecti ons.

Forecast transm ssion costs are increasing by
approximately $1.5 mllion due primarily to the inclusion of
$1.3 million of congestion costs. Actual congestion costs,
for the period October 1999 through Septenber 2000, were
$920, 728. Congestion costs had not been included in |ast
years’ forecast of transm ssion costs because congesti on costs
were never a separate cost. Prior to the opening of the new
mar ket s, any such costs were recovered in the fuel clause
adj ust nment .

The System Benefits Charge (SBC) for the Interim Low
| nconme Programis currently $0.00014 per kilowatt-hour. The
Conpany proposes to retain this rate until the inplenentation
of the statew de | owincone assistance program approved in
Order No. 23,575 (Novenber 1, 2000). Upon inplenmentation of
the statew de program the Conpany will increase its System
Benefit Charge to $0.0012 per kilowatt-hour. In addition, the
Conpany proposes to institute a separate system benefits
credit of $0.00030 per kilowatt-hour to refund the current
over-recovery. This refund is proposed to be credited to

custoners on a bills rendered basis over the first six nonths
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of 2001.

The Electric Service Adjustnment provides for the
full reconciliation of Transition Service 2 revenue and
expense, and either the recovery or refund of any bal ance to
all custoners beginning in January 2001. |In order to mtigate
the Electric Service Adjustnent increase, GSEC proposes two
adjustnents: the first pertains to a Novenber 1998 bil
adj ustment that was not reflected in the revenue reports of
t he Conpany, and the second pertains to the credit for the
final over-collected balance of the two-year Distribution
Surcharge which ended in June 2000. These nodifications are
desi gned to avoid undue conplexities in custoner bills and to
help mtigate the under-collection of Transition Service 2
costs. The Conpany is proposing a uniformelectric service
adj ust ment factor or $0.00135 per kil owatt-hour.

Overall, the Conmpany’s proposed rate changes w ||
increase the nonthly bill for a typical 500 kil owatt-hour
residential custoner by 4.15 percent, or $2.35.

B. Comm ssion Staff

The Commi ssion Staff (Staff) did not submt
testinmony. Staff questioned the Conpany w tnesses about the
causes of the Transm ssion Rate increase of approximtely 31

percent above the prior year’'s forecast. The Conpany
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presented evi dence that Congestion Costs account for close to
28 percent of this increase.

The Conpany agreed to provide additional information
sunmari zi ng the Transm ssion Rate costs by each of the three
pertinent tariffs (i.e. NEP's Tariff No. 1, NEPOOL's Tariff
No. 9 and 1SO s Tariff No. 1.) and by individual cost
conponent within each Tariff. I n addition, the Conpany
agreed to provide this information for three periods: forecast
year 2001, forecast year 2000 and actual year 2000. O her
cost conponents that contributed to the increase in the year
2001 forecast pertained to Black Start Costs and Reactive
Power Charges. Staff requested this information to understand
the source of the increased transm ssion costs. The Conpany
provi ded a response on February 12, 2001 which is now in the
record as Exhibit 10.

Staff al so questioned the Conpany on the interest
rate charged on Transition Service 2 under-collections. The
Conpany stated that it used the interest rate on custoner
deposits authorized by the Conm ssion, which is the prine
rate. In its Massachusetts and Rhode |sland subsidiaries, the
interest rate on Standard O fer account bal ances is charged at
the 2-year Treasury bill rate, which is also the interest rate

on custoner deposits. The Conpany’s Restructuring Settl enent
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Agreenent states that amounts accrued in the reconciliation
account, for Transition Service 2, “shall be recovered from
or returned to all custoners beginning in 2001." Staff
recomends that the Comm ssion |lower the interest rate on this
account to reflect the low level of risk associated with
recovery.

I n response to questions on the Conpany’s Interim
EAP program the Conpany stated that if over-subscribed based
upon current funding, the Conmpany would continue to enrol
participants in the program and all ow an under-collection to
accunul at e.

In order to boost conpetition, Staff suggested the
Comm ssi on consi der adding the Electric Service Adjustnent
Factor directly to the Transition Service Charge. Since the
decision to distribute any Transition Service 2 under-
coll ection across all custonmers was part of the Settl enment
Agreenent, the Conpany believes changing this nmechani sm woul d
require the approval of the other signatories to the
Settl ement Agreenent.
I11. COWM SSI ON ANALYSI S

Based upon the record in this docket, we find the
rates filed in the Conpany’s petition to be reasonable. W

are concerned with the significant forecast increase in
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transm ssi on congestion costs as approved by the Federal
Energy Regul atory Conmm ssion, from actual costs of $920, 728
for the period October 1999 to Septenber 2000 to forecast
costs of $1,289,019 for the followi ng year, a 40 percent
increase. Historical patterns in congestion cost increases
along with the significant |evel of transm ssion work
schedul ed in 2001 appear to explain the 40 percent increase.
On Decenber 29, 2000, FERC accepted | SO New Engl and’ s Second
Revi sed Tariff Sheets for transm ssion dispatch and power
adm ni stration services for cal ender year 2001, subject to the
outcone of an evidentiary hearing and settl enent judge
procedures.? We direct our Staff to diligently reviewthe
transm ssion schedules in the quarterly adjustnment factor
reconciliations filed by the Conmpany. This will enable us to
get a better sense of the updated costs associated with
transm ssi on expenses. W will adjust the proposed
transm ssion charges prior to January 2002, if necessary.

The Comm ssion approves the Stranded Cost Charge,
which collects Granite State’s Contract Term nation Charge
(CTC), subject to reconciliation based upon the outconme of the
2000 CTC docket, DE 00-277.

The increase to the Transition Service Rate is due

2FERC Docket No. ERO01-316-000
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to an under-coll ection of the Fuel I|Index Adjustnment, part of
Granite State’'s Settlement Agreenent and fully investigated in
Docket DE 00-198. The proposed recovery period is reasonable
and we will allow the proposed increase to Transition Service.

We do not adopt Staff’s suggestion that the
Transition Service 2 under-collection be included directly as
part of the Transition Service Rate as opposed to a separate
charge. At this tinme, there are no GSEC custoners in the
conpetitive market. Adding the Transition Service 2 under-
recovery to the Transition Service Rate was suggested as a
means to pronote the goal of conpetition w thout inpacting
custonmers’ overall rates. It would create a slight shift in
cost burden from custoners who shop to custoners who do not
shop, relative to the provisions of the Settlenent Agreenent.
G ven current uncertainties in the whol esale markets, and the
smal | i npact such a shift would likely have on custoners’
opportunity to switch to conpetitive suppliers, it is not
necessary to consider disturbing the terns of the Settl enent
Agreenment at this tine.

In addition, we will approve maintaining the Interim
EAP charge at its current |level, and decreasing the refund
credit which will remain in effect through June 2001. We

encourage the Conpany to continue its efforts to increase
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partici pant outreach through coordination with the Low I ncone
Wor ki ng Group, DHHS, and state and |ocal welfare and housing
officials. W also direct the Conpany to devel op and submt a
written plan on enhanci ng outreach efforts. This plan should
be submtted to our Executive Director by April 23, 2001 and
shal | include recomendations on how to increase enrollnment in
t he program

Staff requested that the Comm ssion | ower the
interest rate on the Conpany’'s Transition Service 2 under-
col | ecti ons because of the low risk of non-recovery. The
Granite State Restructuring Agreenent allows for recovery of
any balance in the Transition Service 2 reconciliation
account. At this time we will allow the current interest rate
to remain in place and reconsider the issue when a specific
recommendation and testinony is available for our review.

Based upon the foregoing, it is hereby

ORDERED, that Granite State Electric Conpany’s
Transm ssi on Charge, Transition Service Charge, System
Benefits Charge, SBC Refund Adjustnent, Stranded Cost Charge,
and Electric Service Adjustnent, remain in effect as approved
in Order No. 23,612 issued Decenber 28, 2000; and it is

FURTHER ORDERED, that the Petitioner’s January 3,

2001 conpliance filing is accepted and no further filing is
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necessary at this tinme to conply with NNH Adm n. Rules, Puc
1603.02(b); and it is

FURTHER ORDERED, that the Conpany submt an EAP
Qutreach Plan by April 23, 2001 to the Conm ssion.

By order of the Public Utilities Comm ssion of New

Hampshire this eighth day of March, 2001

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



