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New Hampshire El ectric Cooperative, Inc.
Power Cost Recovery
Order Approving Power Cost Recovery
ORDER NO 23091
Decenber 21, 1998

APPEARANCES: Dean, Rice and Kane by Mark W Dean, Esq.
on behal f of the New Hanpshire Electric Cooperative, Inc.; Ofice
of the Consuner Advocate by Kenneth E. Traum on behal f of
residential ratepayers; and, Tracy B. GQuyette, Thonmas C. Frantz
and James J. Cunningham Jr. for the Staff of the New Hanpshire
Public Utilities Conmm ssion

l. PROCEDURAL HI STORY

On Novenber 24, 1998, the New Hanpshire El ectric
Cooperative, Inc. (NHEC) filed with the New Hanpshire Public
Uilities Commi ssion (Comm ssion) a request and supporting
testinmony and exhibits to decrease its Stranded Cost Charge from
$0. 01920 per kil owatt-hour to $0.01343 per kil owatt-hour
i ncrease each of its Default Power Service Charges by $0.00577
per kilowatt-hour, and defer $195,000 in power costs for effect
January 1, 1999 to June 30, 1999. NHEC also filed short-term
rates for purchases from Qualifying Facilities (QF). The
proposed QF rates are based on the short-term avoi ded energy
rates of each of the four utilities fromwhich NHEC purchases
power. A duly noticed hearing was held before the Conmi ssion on
Decenmber 14, 1998.

1. POSITIONS OF THE PARTI ES AND STAFF
A NHEC

Inits pre-filed testinony, NHEC proposed to maintain
its current Power Cost Recovery Charge (PCR)(consisting of a
Stranded Cost Charge and a Default Power Service Charge) by
decreasing the Stranded Cost Charge by $0.00577 per kil owatt-hour
and increasing the Default Power Service Charge by $0.00577 per
kil owatt-hour. NHEC bases its 6-nmonth PCR on a one-year forecast
of Stranded Cost and Default Power Service Cost. The Stranded
Cost forecast for 1999 is $9,178,936 and the Default Power Cost
forecast is $54,149,157. The Cooperative is seeking to defer
$195, 000 into the year 2000 in order to ensure rate continuity.
The deferral has the effect of reducing the PCR by $0.00035 per
kil owatt-hour. Overall NHEC s filing has no effect on rates for
this PCR period fromJanuary 1, 1999 to June 30, 1999.

The Stranded Cost Charge is conposed of the
non-i ncrenmental conponents of the whol esal e power contracts
t hrough whi ch NHEC obt ai ns power. These el ements include
delivery point charges from Public Service New Hanpshire (PSNH)
and Green Mountain Power, mninmumcharges from Central Vernont
Public Service, and billings fromthe New Engl and Power Pool. In
addition, the Stranded Cost Charge includes PSNH Denand Ratchet
Charges. Total Default Power Service Charges are cal cul ated by
subtracti ng assumed Stranded Cost Charges fromtotal forecast
power recovery requirements. At the time custonmers are able to
choose a conpetitive electricity supplier, the conpetitive power

price will replace the Default Power Service Charge for those
customers who switch to a conpetitive supplier, but all custoners
will still pay the Stranded Cost Charge

Currently, NHEC is awaiting an order fromthe Federa
Ener gy Regul atory Commi ssion (FERC) to resolve the dispute




bet ween NHEC and PSNH over interpretation of the Amended Parti al
Requi renments Agreenent (APRA). |If NHEC receives a favorable
ruling fromthe FERC, NHEC expects consunmers who choose a
conpetitive supplier to see substantial rate decreases. Inits
filing, NHEC assuned that all custoners will choose a competitive
supplier by January 1, 1999. This assunption creates no change
to the PCR total but reallocates collections, effectively
decreasing the Stranded Cost Charge and increasing the Default
Power Service Charge.
Nuner ous adj ustnents, both increasing and decreasing,

caused changes in the PCR. These changes, which bal ance each
ot her out, include:

1. A change in PSNH s Whol esal e Fuel and Purchased Power

Adj ust mrent Cl ause (FPPAC) rate, approved by FERC, plus a

PSNH FPPAC deferral, to be collected in the upcom ng period,

cause an increase to the PCR of $0.00020 per kil owatt-hour.

2. An increase in PSNH s base energy charges from $0. 0802 per

kil owatt-hour to $0.0822 per kilowatt-hour for cal ender year

1999 in accordance with the APRA will increase the PCR
requi renent by $0.00189 per kil owatt-hour.
3. F purchases, at rates less than short-term avoi ded cost,

with a strong |ikelihood of occurring are included in the
PCR forecast, resulting in a decrease of $0.00310 per

kil owatt - hour.

4. A predicted under-recovery of $919, 139 as of January 1,
1999, offset by the collection of an under-recovery of
$435,277 in the period July 1, 1998 to Decenber 31, 1998,
results in a PCR increase of $0.0004 per kil owatt-hour

5. The interest charge in the proposed PCR offset by the
interest in the current PCRresults in a $0.00014 per

kil owatt-hour increase.

6. The proposed deferral of $195,000 creates a decrease of
$0. 00035 per kil owatt-hour.

In Novermber of 1998, PSNH nade an offer to NHEC to
col l ect the FPPAC under-recovery bal ance, previously deferred, as
aline itemon custonmers' bills over 12 nonths wi thout interest
as opposed to the standard nethod of 6 nonths with interest. The
Cooperative declined the offer because special contract ski area
customers, whose rates are dependent upon FPPAC, woul d not pay
any of the under-recovery under PSNH s proposed nethodol ogy of
collecting the deferral through a line itemcharge on tariff
custoners' bills rather than through FPPAC

Based on a contractual dispute between NHEC and ot her
"secondary purchasers” of Maine Yankee, NHEC has stopped making
paynments to Mai ne Yankee. NHEC has not included any Mii ne Yankee
costs in the 1999 PCR forecast.

B. OCA

The OCA did not file testinmony, but questioned NHEC s
wi t ness about PSNH s FPPAC offer to NHEC, possible increases in
QF purchases, and the effect of changing the assunption that all
custonmers will choose a conpetitive supplier on January 1, 1999.
The OCA al so requested that NHEC ask PSNH if it woul d consider an
interest free deferral recovery using a collection nethodol ogy
whi ch woul d be nore acceptable to NHEC

OCA recommended approval of the proposed rates in the
interest of rate continuity. The OCA expressed concern that
tariff ratepayers were not able to benefit fromPSNH s offer to
coll ect deferred FPPAC paynments wi thout interest due to
mechani sms in the ski area special contracts

B. St af f

Staff did not file testinony, but questioned NHEC s
forecast of PSNH Denmand Ratchet Charges, the effect of assuning
all custoners will choose a conpetitive supplier on January 1,
1998, purchases from New Engl and Power, and steps NHEC i s taking
to mtigate power costs.

Staff recomrended that the Commi ssion approve NHEC s




proposed Stranded Cost Charge and Default Power Service Charge as
filed. Staff stated it believed allowing NHEC to defer the
proposed $195,000 in order to prevent a rate increase is
appropriate at this tine given that NHEC is in QF negotiations
which woul d lower its energy costs and that it is still awaiting
a decision fromthe FERC over interpretation of the APRA
[11. COW SSI ON ANALYSI S

Pursuant to Order No. 23,013 (Septenber 8, 1998) in
docket DR 98-097, NHEC unbundled its Power Cost Recovery into its
two conponent parts, nanmely, Stranded Cost and Default Power, and
cal cul ated the conponent rates. Based on the record in this
proceedi ng, we find the proposed allocation of the PCR between
the two conponent parts just and reasonabl e given the current
over-recovery of the Stranded Cost conponent and the current
under-recovery of the Default Power Cost conmponent. Taking into
consi derati on NHEC s high rates, the possibility of |ower cost QF
power in the near future, and the possibility of |ower cost power
once the FERC i ssues an order on the APRA issue, we find it in
the public interest for NHEC to defer the proposed $195, 000 in
order to keep PCR rates constant for the period January 1, 1999
to June 30, 1999.

We al so agree with the OCA that NHEC shoul d di scuss
wi th PSNH whet her there is a nechanismto take advantage of
PSNH s FPPAC of fer w thout bypassing special contract custoners.

Based upon the foregoing, it is hereby

ORDERED, that the New Hanpshire Electric Cooperative,
Inc. is authorized to increase its Default Power Service Charge
by $0. 00577 per kilowatt-hour and decrease its Stranded Cost
Charge by $0.00577 per kilowatt-hour to $0.01343 per
kil owatt-hour for the period January 1, 1999 to June 30, 1999;
and it is

FURTHER ORDERED, that the short-term avoi ded cost rate
for Qualifying Facilities is set at the followi ng prices per
kil owatt-hour for the period January 1, 1999 to June 30, 1999 at
the respective delivery points:

Public Service Conpany of NH Base Energy 8.347¢

FPPAC 1. 050¢
Central Vermont Public Service Base Energy 3.204¢
New Engl and Power Comnpany Base Energy

On- Peak 2.782¢
O f-Peak 1.766¢

Green Mountai n Power Corporation Base Energy 3.960¢
Fuel Charge varies nonthly;
and it is

FURTHER ORDERED, that NHEC file with the Comni ssion a
letter summari zing the result of discussions with PSNH regardi ng
FPPAC deferral paynents.

By order of the Public Utilities Commi ssion of New
Hanpshire this twenty-first day of Decenber, 1998

Dougl as L. Patch Susan S. GCeiger Nancy Brockway
Chai r man Conmi ssi oner Conmi ssi oner

Attested by:

Thomas B. Cetz
Executive Director and Secretary







