DG 02-042

NORTHERN UTILITIES, | NC.
2002 Summer Cost of Gas
Order Approving the Cost of Gas and

Local Distribution Adjustnment Clause

ORDER NO 23, 957

April 30, 2002

APPEARANCES: Rubin & Rudman, L.L.P., by Maribeth
Ladd, Esqg., on behalf of Northern Utilities, Inc. and Marcia
Thunberg, Esq., for the Staff of the New Hanpshire Public
Utilities Comm ssion.
l. PROCEDURAL HI STORY

On March 15, 2002, Northern Utilities, Inc.
(Northern) filed with the New Hanpshire Public Utilities
Comm ssion (Comm ssion) its Cost of Gas (COG for the period
May 1, 2002, through October 31, 2002, for Northern s natural
gas operations in the Seacoast area of New Hanpshire. The
filing was acconpani ed by supporting attachnments and the
Direct Testinony of Joseph A. Ferro, Manager of Regul atory
Policy.

An Order of Notice was issued on March 21, 2002, and
published in the Union Leader on March 25, 2002.

On April 3, 2002, the Ofice of the Consuner

Advocate (OCA) filed a Notice of Intent to Participate in this

docket on behalf of residential utility consumers pursuant to
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t he powers and duties granted to the OCA under RSA 363:28,11.
There were no other intervenors in this docket.

On April 10, 2002, Northern filed a revised Cost of
Gas for the 2002 Summer Period updating cost forecasts,
correcting errors and incorporating changes agreed to by
KeySpan and Commi ssion Staff (Staff) during the COG technical
session held on March 27, 2002.

A duly noticed hearing on the nerits was held at
t he Comm ssion on April 18, 2002.
1. POSITIONS OF THE PARTI ES AND STAFF

A. Nor t her n

Northern wi tness Joseph A Ferro addressed the
following issues: 1) calculation of the COG and i npact on
custonmer bills; 2) reasons for the 2001 Summer COG under
collection; 3) reduction in the LDAC rate; and 4) waiver of
N. H. Adm n. Rule Puc 1203.05(b).

1. Cal cul ation and I npact of the Firm Sal es COG
Rat e

The proposed 2002 Sumer COG average cost of gas
(residential firmsales rate) of $0.6303 per thermis
conprised of anticipated direct gas costs, indirect gas costs
and various adjustnents. Anticipated direct gas costs total

$5, 602,457 and are off-set by a pipeline refund of $68, 957 and
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increased by indirect costs (working capital, bad debt and
over head) of $55,449, a prior period under collection of
$396, 489 and related interest of $5,026 to bring the total gas
costs to be recovered over the 2002 sumrer period to
$5, 990, 465. The gas costs for recovery over the upcom ng
sunmer period are divided by projected sales of 9,504, 358
(based on 2001 summer normalized sal es and projected sales
growth) to arrive at the average cost of gas rate.

Northern’s proposed 2002 Sunmmer Residential COG rate
of $0.6303 per thermis an increase of $0.0129 per therm from
the 2001 Summer wei ghted Firm Sales COG rate of $0.6174 per
t herm

The inpact of the proposed firmsales rate and
changes in the LDAC is an increase in the typical residential

heati ng custoner’s sumrer gas costs of $5, a 1.4% i ncrease

over last summer. Instead of the typical residential heating
custonmer’s sunmer gas costs being $370, it will now be $375.
2. Reasons for 2001 Summer Under Col |l ection

Using the nonthly adjustnment mechani smthat allows
Northern to adjust COG rates within 20% of the approved rate
w t hout submtting a revised rate filing, Northern tw ce
reduced its 2001 summer COG rates to reflect decreases in the

natural gas commodity prices. Those reductions brought the
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approved rate of $0.6831 per therm down to $0.5465 per therm
for the final three nonths of the period and all but
elimnated any over or under recovery as reported in
Northern’s nonthly gas cost reports for the period.

Northern’s final reconciliation of its 2001 sumrer gas costs
reveal ed a deferral of pipeline demand charges to the wi nter
that are nore appropriately allocated to the summer, and that
correction resulted in an approxi mate under coll ection of
$400, 000 for the 2001 summer peri od.

3. LDAC Rate Reduction

Comm ssi on Order No. 23,825 (October 31, 2001)
approved Northern’s proposed 2001/2002 LDAC per thermrates
effective through October 31, 2002, with the exception of the
Rat e Case Expense Surcharge which was to expire on April 30,
2002. Effective May 1, 2002, Northern’'s LDAC per thermrate
will be reduced to reflect the expiration of that surcharge.
The Residential LDAC rate will be reduced by $0.0020 per therm
and the Commercial and Industrial LDAC rate by $0.0048 per
t herm

4. Wai ver of NNH. Adm n. Rule Puc 1203. 05(b)

Nort hern made an oral request for a waiver, pursuant
to Puc 201.05, of N.H Admn. Rule, Puc 1203.05(b), which

requires that rate changes occurring as a result of a cost of
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gas adj ustnent proceeding be inplenmented on a bills rendered
basis, to enable Northern to bill the new COG rates on a
service rendered basis.
B. Staff

Staff recommended approval of Northern' s proposed
COG rates, based on an audit of last summer’s gas costs and a
t hor ough review of the filing.

Staff concurred with Northern's verbal request for a
wai ver of N.H. Adm n. Rule, Puc 1203.05(b), to enable Northern

to bill the new COG rates on a service rendered basis.

I COW SSI ON ANALYSI S

After careful review of the record in this docket,
we find that Northern’s proposed COG rates will result in just
and reasonable rates. Accordingly, we accept and approve
Northern’s proposed 2002 Summer COG rat es.

Al so, consistent with the COG rate change billing
treatment approved in Order No. 23,674 (April 5, 2001), we
wai ve the application of NNH Adm n. Rules, Puc 1203.05(b),
whi ch requires that rate changes occurring as a result of a
cost of gas adjustnment proceeding be inplenented on a bills
rendered basis. The Conm ssion is in the process of changing

this rule, however, the rule change has not obtai ned
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| egi sl ative approval as of this order. This waiver produces a
result consistent with the principles enbodied in Puc
1203. 05(a), which states that all rate changes, with the
exception described in (b), shall be inplemented on the basis
of service rendered on or after the effective date of the
approved rate change.

Based upon the foregoing, it is hereby

ORDERED, that Northern's proposed 2002 Sunmer COG

per thermrates for the period of May 1, 2002 through COctober
31, 2002 are APPROVED effective for service rendered on or

after May 1, 2002 as foll ows:

Cost of Gas M ni mum COG Maxi mum COG
Resi denti al $0. 6303 $0. 5042 $0. 7563
S‘Sg‘]e’ | ow wint er $0. 5855 $0. 4684 $0. 7026
V(\:‘fg‘]n; e?i 82 . $0. 6713 $0. 5370 $0. 8055

FURTHER ORDERED

Comm ssi on acti on,

t hat

Nort hern may,

wi t hout further

adj ust the approved COG rates upward or

downward nont hly based on Northern’s cal cul ati on of the

proj ected over

cunul ati ve adjustnments shall

of the approved unit cost of gas,

under-collection for the period,

but the

not exceed twenty percent (20%

the m ni mrum and maxi num
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rates as set above; and it is

FURTHER ORDERED, that Northern shall provide the
Comm ssion with its nmonthly cal cul ation of the projected over
or under-cal culation, along with the resulting revised COG
rates for the subsequent nonth, not |less than five (5)
busi ness days prior to the first day of the subsequent nonth.
Northern shall include a revised tariff pages 38 & 39 -
Cal cul ation of Cost of Gas Adjustnent and revised rate
schedules if Northern elects to adjust the COG rates; and it
is

FURTHER ORDERED, that the over or under-collection
shall accrue interest at the Prine Rate reported in the Wll
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's proposed 2002 Loca
Di stribution Adjustnment Clause (LDAC) per thermrates for the
period May 1, 2002 through October 31, 2002, is APPROVED
effective for service rendered on or after May 1, 2002 as

foll ows:
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De_n’and Envir. Vel | s Gas

Si de Rened. Exit Fee Restr. LDAC

Mynt . Cost s Cost s
izit idﬁgt al $0. 0017 $0. 0059 $0. 0065 0.0141
neot dent ?Ig $0.0009 | $0.0059 | $0.0065 0.0133
Small C&l $0. 0001 $0. 0059 $0. 0065 $0. 0028 0.0153
Medi um C&l $0. 0006 $0. 0059 $0. 0065 $0. 0028 0. 0158
Large C& $0. 0006 $0. 0059 $0. 0065 $0. 0028 0. 0158
g";l :;e‘;?\‘jfce By O ass $0. 0059 N A $0. 0028 0. 0087

FURTHER ORDERED, that the Comm ssion waives N H

Adm n. Rules Puc 1203.05(b) and will allow Northern to
i mpl enment its 2002 Sumrer COG rates on a service-rendered
basis; and it is

FURTHER ORDERED, that Northern 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. Geiger Nancy Brockway
Chai r man Conmi ssi oner Conmmi ssi oner

Attested by:

Debra A. How and
Executive Director & Secretary



