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NORTHERN UTI LI TIES, | NC.
Petition for Rate Change
Order Approving Procedural Schedul e

ORDER NO 23,904

January 25, 2002

APPEARANCES: Rubin and Rudman, L.L.P., by Maribeth
Ladd, Esqg. on behalf of Northern Utilities Inc.; Ofice of

Consuner Advocate by Kenneth Traum on behal f of residenti al
rat epayers; and Marcia A. B. Thunberg, Esq. on behalf of the
Staff of the New Hanpshire Public Uilities Conm ssion.
| . PROCEDURAL HI STORY AND BACKGROUND

Northern Utilities, Inc. (Northern) is a public
utility organi zed and exi sting under the |laws of the State of
New Hanpshire and primarily engaged in distributing natura
gas in the seacoast area of New Hanpshire and Maine. On
Sept enmber 19, 2001, Northern filed with the New Hanpshire
Public Utilities Comm ssion (Conmm ssion), a notice of intent
to file rate schedul es and on Novenber 15, 2001, filed a
petition for an increase in permanent rates in the amunt of
$3,834,344. This represents a 7.4% increase over weather-
normal i zed test year revenues, with a bill inpact representing
an average increase of 8.2% for custoners, to be effective on
Decenber 16, 2001 (Petition). Also filed on Septenber 19 was

a Petition for Tenporary Rates in the amount of $3,631, 049 or

7.0% over weat her-nornalized test year revenues. The Ofice
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of Consuner Advocate (OCA) entered an appearance on behal f of
residential ratepayers on Septenber 24, 2001.

Northern asserts that the increase in revenues is
requi red because it is not earning a return adequate to cover
its cost of capital or a reasonable return on the actual cost
of its property used and useful in the public service.
Northern contends that its overall rate of return was 4.87%
for the test year ending June 30, 2001, which is substantially
| ower than the currently allowed 10.01% rate of return.

On Decenber 7, 2001, the Conm ssion issued an Order
of Notice (No. 23,863) setting a prehearing conference for
January 8, 2002. The Order of Notice also directed parties to
meet for a technical session follow ng the prehearing and to
devel op a proposed procedural schedule. The prehearing
conference and technical session took place as scheduled. On
January 15, 2002, Staff submtted to the Conm ssion the

procedural schedul e proposed by the parties:

Dat a Requests from Staff/Intervenors, January 8,
2002

Set No. 1, to Northern

Dat a Responses from Nort hern, January 15, 2002

DR 1-1 and DR 1-2

Dat a Responses from Nort hern, January 22,
2002

Set No. 1

Techni cal session on tenporary rates, January 23,
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conference call at 9:30 AM
Eveni ng public hearing on

per manent rates

Staff and intervenor testinony
on tenporary rates

Dat a Responses due from Northern,
DR 1-3

Hearing on tenporary rates

Techni cal session on permanent rates

Dat a Requests, Set No. 2, to Northern

Dat a Responses due from Northern
Dat a Requests, Set No. 3 to Northern
Dat a Responses from Northern

Staff and Intervenor testinony
on pernmanent rates

Settl enent Conference
Dat a Requests from Northern to
Staff and I ntervenors

Dat a Responses from
Staff and I ntervenors

Settl enent Conference

Rebuttal testinmony from Northern

2002
January 29,

2002
January 29, 2002
February 1, 2002
February 7,

2002

February 7,

and
February 8, 2002

February 15,

March 1, 2002
March 15, 2002
April 5, 2002
May 15, 2002

May 21,
2002

May 24, 2002

June 6, 2002

June 11,
2002

June 13,
2002
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Hearing on pernmanent rate request June 25, 26
and 27, 2002
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1. POSITIONS OF THE PARTI ES AND STAFF

A. Northern Utilities Inc.

At the prehearing conference, Northern Utilities
briefly summari zed its reasons for seeking a rate increase at
this time. Northern stated that existing base rates covering
t he conpany’ s non-fuel -rel ated expenses do not provide
sufficient revenue to cover operating expenses and provide a
reasonabl e return on invested capital. It has been ten years
since Northern requested approval to inplenent a general rate
increase. The Conm ssion’s approval of a step adjustnent
mechanismto offset the inpact of an accel erated Bare Steel
Repl acement Program that took place during the 1990's has
hel ped postpone the need for a general rate increase. Upon
guestioning by the Comm ssion, Northern agreed to publish a
di spl ay ad publicizing the upcom ng evening public hearing and
tenporary rate hearing no |ater than January 22, 2002.

B. O fice of Consuner Advocate

The OCA noted that its prelimnary review of the
filing indicated Northern was probably entitled to an
increase. The OCA expressed its concern that the permanent
rate request was probably too high. The OCA noted this was
likely due to a high cost of capital figure, proformas going

out nmore than 12 nonths fromthe end of the test year,
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i nproper matching by proform ng expenses but not recogni zing

the correspondi ng sal es and custonmer growth, etc. The OCA was
particularly concerned that the tenporary request approxi mated
t he permanent request and thus expressed the sane concerns
that the proposed tenporary rates are excessive.

C. St af f

After its prelimnary review of the filing, Staff
noted the following areas it intends to pursue with the
Conpany: cost of equity, inplenentation of an automated neter
readi ng system funding for the Gas Research Institute;
Northern’s response to custoner service conplaints; and
adequacy of the nunber of custoner service phone |ines.
L1l COWM SSI ON ANALYSI S

Havi ng revi ewed the proposed procedural schedule, we
find that it is reasonable and will aid in the orderly review
of the petitioner’s filing. Accordingly, we will approve the
procedural schedule for the duration of the proceeding.

Based on the foregoing, it is hereby

ORDERED, that the procedural schedule set forth
above is approved and shall govern the renmai nder of this

pr oceedi ng.
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By order of the Public Utilities Conm ssion of New

Hampshire this twenty-fifth day of January, 2002.

Thomas B. Getz Susan S. Ceiger Nancy Brockway
Chai r man Comm ssi oner Comm ssi oner

Attested by:

Debra A. How and
Executive Director and Secretary



