DG 02- 048

NEW HavPsH RE GAS CORPORATI ON
2002 Summer Cost of Gas
Order Approving the Cost of Gas Rate

ORDER NO 23,956

April 30, 2002

APPEARANCES: Ransneier & Spellman by Lisa M
Barton, Esq., on behalf of New Hanpshire Gas Corporation; and
Marcia A.B. Thunberg, Esq., for the Staff of the New Hanpshire
Public Utilities Conm ssion.
| . PROCEDURAL HI STORY

On March 28, 2002, New Hanpshire Gas Corporation
(NHGC), a public utility engaged in the business of
di stributing gas in Keene, New Hanpshire, filed with the New
Harmpshire Public Utilities Comm ssion (Comm ssion) its Cost of
Gas (COG) rate for the period May 1, 2002 through October 31,
2002. NHGC s filing was acconpanied by the pre-filed
testi mony and supporting attachnents of Mark A. Col e, General
Manager for NHGC.

An Order of Notice was issued on April 1, 2002
setting a hearing for April 19, 2002. NHGC informed custoners
of the inpendi ng change by publishing a copy of the Order of
Notice in the Keene Sentinel on April 4, 2002.

There were no intervenors in this docket. A duly

noticed hearing on the nerits was held at the Comm ssion on
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April 19, 2002.

1. POSITIONS OF THE PARTI ES AND STAFF

A. New Hampshire Gas Cor poration

NHGC wi t ness Mark A. Col e, General Manager,
addressed the following issues: 1) calculation of the COG rate
and the inmpact on custonmer bills; 2) reasons contributing to
the increased rate; and 3) gas supply purchasing policies.

1. Cal cul ation of the COG Rate and Custoner | npact

The proposed 2002 Summer COG rate of $0.6383 per
therm was cal cul ated by increasing the anticipated cost of gas
of $147,494 by a prior period under-collection and rel ated
interest of $2,959 and dividing the resulting anticipated
costs of $150,454 by projected therm sal es of 235, 720.

NHGC s proposed 2002 Sunmer COG rate of $0.6383 per
therm represents a decrease of $0.1135 per thermfromthe 2001
wei ght ed average Sunmer COG rate of $0.7518 per therm

The proposed 2002 Sunmer COG rate was cal cul ated by
using the projected per unit cost of propane based on the
futures prices posted on the New York Mercantil e Exchange
mul ti plied by the unhedged antici pated demand and added to the
cost of the hedged supplies. The calculation used the
settlement prices for March 26, 2002, for the nonths of My

2002 through October 2002, plus brokers' fees and pipeline



DG 02- 048 - 3-
transportation fees.

The inmpact of the proposed 2002 Summer COG rate is a
decrease in the typical residential heating custoner’s sunmmer
gas costs of $30, an 8% decrease conpared to |ast summer.

2. Factors Contributing to the Decreased COG

While there was a slight decrease in the under
collection and related interest, from$7,655 in the 2001
Sumer COG rate cal culation to $2,959 to be recovered in the
2002 Summer COG rate, the primary reason for the | ower summer
COG rate was a decrease in the actual and projected propane
prices for this sumer period conpared to actual propane
prices in the sumer of 2001.

3. Gas Supply Purchasing

NHGC pre- purchased approximately 40% of its
proj ected demand for the 2002 sumer period. NHGC made the
purchases to take advantage of relatively low prices and to
[imt the risk of possible price spikes due to the political
uncertainties related to oil and propane supplies. NHGC
|l ocked in a rate of $0.4174 per gallon, which conpares
favorably to the market price of $0.4709 per gallon for the
unhedged supplies at the time of the filing, based on futures

prices as reported on the New York Mercantil e Exchange.
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B. Staff

Staff stated 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
periods and that the 2002 Summer gas costs woul d be reconcil ed
and reviewed during NHGC s 2002 Summer period COG proceedi ng.
LT COW SSI ON ANALYSI S

After review of the record in this docket, we find
that NHGC s proposed COG rate will result in just and
reasonabl e rates. Accordingly, we accept and approve NHGC s
proposed 2002 Summer COG rat e.

Based upon the foregoing, it is hereby

ORDERED, that NHGC s proposed Summer COG rate of

$0. 6383 per thermfor the period May 1, 2002 through October
31, 2002 is APPROVED effective for bills rendered on or after
May 1, 2002; and it is

FURTHER ORDERED, that NHGC nmay, without further
Comm ssi on action, adjust the approved Wnter COG rate of
$0. 6383 per therm upward or downward nmonthly based on NHGC s
cal cul ati on of the projected over or under collection for the
period, but the cunulative adjustnents shall not vary nore
than twenty percent (20% fromthe approved unit cost of gas

(or $0.1277 per therm; and it is
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FURTHER ORDERED, that NHGC shall provide the
Comm ssion with its nmonthly cal cul ation of the projected over
or under calculation, along with the resulting revised COG
rate for the subsequent nonth, not |ess than five (5) business
days prior to the first day of the subsequent nonth. NHGC
shall include a revised tariff page 24 - Cal cul ati on of Cost
of Gas and revised rate schedules if NHGC el ects to adjust the
COG rate; and it is

FURTHER ORDERED, that the over or under collection
shal | accrue interest at the Prime Rate as reported in the
Wal |l Street Journal. The rate is to be adjusted each quarter
using the rate reported on the first business day of the nonth
preceding the first nonth of the quarter; and it is

FURTHER ORDERED, that NHGC shall file properly
annotated tariff pages in conpliance with this Order no |later
than 15 days fromthe issuance date of this Order, as required

by NNH Adm n. Rules, Puc 1603.
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By order of the Public Utilities Conm ssion of New

Hanmpshire this thirtieth 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



