DE 98-124

NORTHERN UTILITIES, | NC.
Gas Restructuring

Order Approving the Use of Effective Degree Days and
Peak and Of f - Peak Period Cash-Qut Cal cul ati ons

ORDER NO 23,944

April 1, 2002
BACKGROUND

In Order No. 23,652 (March 15, 2001), the New
Hampshire Public Utilities Comm ssion (Conmm ssion) approved a
nodel tariff for natural gas delivery service (Mdel Delivery
Tariff). Section 2 of the tariff includes a definition of
Heati ng Degree Days (HDD) and Section 10.7 includes an annual
cash-out calculation to reconcile differences between
forecasted gas usage and actual billed usage for non-daily-
net ered delivery service custoners.

On March 5, 2002, Northern Utilities, Inc.
(Northern), a public utility engaged in the business of
di stributing natural gas in New Hanpshire, filed with the
Comm ssi on two proposed revisions to the tariff: 1)replacing
the definition of HDD with Effective Degree Days (EDD) and
changing all references fromHDD to EDD, and; 2) requiring a
Peak and Off - Peak Cash-Qut cal culation for non-daily-netered

delivery service to replace the annual cash-out cal cul ation
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t hereby establishing a six nonth period to account for
differences in forecast versus billed gas usage. The filing
provi ded supporting information along with the proposed
revised tariff pages of the Tariff for Gas Service NHPUC No.
10 for Northern.

Northern has used EDDs for all customer billing
pur poses, supply planning and forecasting functions for many
years. The EDDs are a nore refined version of the HDDs
i ncorporating heat |oss due to wind as well as tenperature,
whil e HDDs are based solely on tenperatures. EDDs are used in
Northern’s determ nation of COG rates and all weather
normal i zati on cal cul ati ons.

Under the current tariff, custonmers taking non-
daily- netered delivery service are provided with firm
delivery for 365 days wi thout recording gas usage on a daily
basis. Based on a consunption algorithm and forecasted
degree-day information, Northern' s supplier is required to
deliver a specific quantity of gas for that day. At the close
of the day, the difference between the anount Northern ordered
based on the forecasted degree days is reconciled with the
ampunt used based on the actual degree day. Northern's
supplier is required to cash out (i.e., account for any

differences) based on those two figures. |In addition,
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Northern reconciles any differences between the gas delivered
based on the consunption al gorithm and actual degree days
versus netered (actual) usage on an annual basis. The
difference is cashed out using the average of the twelve
mont hly 1 ndices weighted by actual degree days over the sane
peri od.

The proposed change woul d repl ace the annual cash-
out with a cash-out that is calculated twi ce annually, once
for the Peak Period (Novenmber 1 through April 30) and once for
the OFf-Peak Period (May 1 through October 31).

Northern stated that under the current tariff, a
custonmer may receive gas that Northern' s supplier did not
deliver to the system and the anount of the reinbursenent
(i.e., cash-out) fromthe supplier to Northern would be
cal cul at ed based on the annual wei ghted average of gas prices.
If the actual cost of gas incurred during the Peak Period was
hi gher than the average annual gas price (after weighting for
degree days), Northern would not be fully reinbursed for the
costs incurred to neet the gas needs of non-daily-netered
delivery service customers during the Peak Period, and the
di fference woul d be recovered fromfirm sales custoners
t hrough the cost of gas.

The filing also stated that Northern had consulted
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with both the Commi ssion Staff and the O fice of the Consuner

Advocate, both of which support the proposed tariff changes.
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1. COVM SSI ON ANALYSI S

The Comm ssion has | ong accepted the use of
Ef fecti ve Degree Days to reasonably determ ne the effects of
weat her on heating | oads. The proposed change in the Gas
Delivery Service Terns and Conditions fromHDDs to EDDs is
bot h reasonabl e and consistent with Comm ssion and i ndustry
practice. Accordingly, we approve the change from Heati ng
Degree Days to Effective Degree Days.

Because normal daily variations in the price of gas
may not be fully captured using an annual weighted average, we
beli eve the twi ce-annual calculation will nore closely refl ect
the actual cost of gas delivered to the non-daily-nmetered
delivery service custoners and allow for recovery fromthose
custoners, thereby, reducing the risk of subsidization by the
firmsales custoners. Accordingly, we approve the proposed
tariff change allowi ng for Peak and O f-Peak cash-out
cal cul ation for non-daily-nmetered delivery service custoners.

Based upon the foregoing, it is hereby

ORDERED, that the following tariff page of Northern

i's APPROVED: First Revised Page 104, 121, 122 and 122-a
Supersedi ng Original Page 104, 121, 122 and 122-a of Tariff
No. 10 - Gas, Delivery Service Ternms and Conditions, effective

April 1, 2001.
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By order of the Public Utilities Conm ssion of New

Hanmpshire this first day of April, 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 & Secretary



