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Love, Manchester, byMichael orally,J. of brief Legisla-and for the
Utilitytive Consumers’ Council.

Reno, ofOrr & Concord B. orally),Couser for{Richard Granite State
Company.Electric

Rath, attorney generalThomas D. D’Ambruoso,S. special{Dom
counsel, orally), for the Public Utilities Commission.

BOIS, broughtappeal pursuantThis anJ. is to RSA 541:6 from
13,159 May 23, 1978,order byNo. entered on publicthe utilities

following(commission) investigationcommission its under RSA 378:5
proposed charge byaof tariff filed Granite CompanyState Electric

(Granite State) April 22, 1977. partieson appearedTwo as intervenors
during proceedings, Legislative Utilitythe the Consumers’ Council
(LUCC), byas authorized (Supp.RSA 363-C:8 III 1977), and Lebanon
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Neighbor (LISTEN), publicIn To EachService a group. Onlyinterest
LUCC, however, partythe appeal.is a to this broughtThe LUCC this

appeal following granting $913,912the commission’s of a annual
revenue increase to Granite State.

aspectsThe asks toLUCC us review four of the commission’s order.
challengesIt the allowance to Granite State of a .5%attrition factor

return,which was added to the rate of the allowance of increased
depreciation expenses calculating test-yearin operatingthe expenses,

adjustmentthe allowance of a .8% to equitythe cost of common for
pressure financing,market and costs of and the inclusion of customer

deposits and inadvances the rate base.
State, engagedGranite in the retail sale and distribution of elec-

tricity twenty-threein Hampshire communities,New requested a
$1,089,000 22, 1977,annual revenue Aprilincrease in its pro-tariff
posal May 23,to become Byeffective on 12,731,1977. order No. the

suspendedcommission implementationthe proposedof the revenue
increase, 378:6, pending investigationRSA publicand hearings. RSA
378:5.

proceduralThe hearingcommission conducted its May 18,1977.on
Hearings began 14,on the merits on June hearings1977. As the
progressed, Granite and theState intervenors privatelyconferred in

attemptan partiesto settle certain issues. The agreement,reached no
however, concerningon the ultimate issue the amount of the allowable

By 12,872,revenue increase. order No. the commission authorized
establish, bond,Granite State to temporaryunder rates sufficient to

produce $750,000.an annual revenue increase of RSA 328:27. While
temporary effect,the rates were in the commission held further hear-

ings merits,on the at which partiescounsel for all permittedwere to
engage- in extensive cross-examination of the witnesses. The volumi-
nous record hearingsindicates that the providedcommission a de-

inquirytailed into the financial status of Granite manyState and the
ratemakingissues in process.involved the

LegislativeIn Co.,Util.Consumers’ v.Council Pub. Serv. 119 N.H.
332, (1979),402 A.2d 626 we reviewed the grant-commission’s order
ing a revenue increase to the Public CompanyService of Hamp-New

engagedshire. comprehensiveWe in a discussion of the role of the
commission and the appliedstandard of appealsreview in from its

emphasizeddecisions. We that “this court does not sit as a trier of fact
commission,”id. 340,402appealsin from the at 631,A.2d at and that

approach fully“we our review . .. aware that our narrow role is to
determine whether the finding[s] ‘unjust[commission’s] or unrea-[are]
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”preponderance of the evidence.’ 340,Id. atby a clear 402sonable
v. Pub.CouncilConsumers’Legislative Util.634, quotingatA.2d

89, (1978); see 541:13.93, 99, 92 RSA383 A.2dComm’n, 118 N.H.Util
findings of the commissionupon individualcertainrulewe willYet

upon fairness of thethedecisionto ultimateourare crucialthat
State,See, Englande.g., New Tel. Tel.overall rate order. & Co. v. 95

9,357,353, (1949).64 A.2d 15N.H.

I

Attrition
challenged ahas the commission’s allowance of .5%The LUCC

against preponderancean of law and as the ofattrition factor as error
that, law,argues findingsas a matter of theIt essentialthe evidence.

allowance,support attrition thathave not made to the and thebeen
presented the commission shows that Graniteevidence to State has

prospects.financialsound
“ ” inflation,Attrition, ‘traveling companion’ “wearingof isthe the

WELCH,away &F.rate of return.” E. NICHOLS RULING PRINCI­of the
Regulation-RateUtility of (Supp. 1964).Return 55PLES of

'ratemaking spe­device to offset attrition is aappropriate to addAn
actually Id.;percentage to the rate of return over that calculable.cific

State,accord, 92, 97, 302England Tel. v. 113N.H.Tel. & Co. A.2dNew
goods and ser­when “demands forresults814, (1973). Attrition818

increasing upset revenues,the balanceat costs betweenvices invest­
utilityexpenses” company actuallydoesso that the notments and

Englandis authorized. Newrealize the rate of return that Tel. & Tel.
814,State, 92, 96, accord,(1973);302 A.2d 818v. 113 N.H. Good­Co.
661, (D.C.Comm’n, 1974).497 ForF.2d 671 Cir.v.man Pub. Serv.

actually1973-1977, State earned annual ratesexample, Granitefrom
10.05%,although the commission’s rate6.27%andreturn of betweenof

designed produce rate of return of 11.3%.to aorder was

“[r]ate-making ancannot be reduced to exact scienceBecause
mathematically precise produced byby rate of return can bewhich a a

computer,” Englandcompetently programmed New Tel. & Tel. Co. v.
817,State, 95, giventheat 302 A.2d at commission must be113 N.H.

determiningjudgment componentsinto exercise its ofwide latitude
adequatethe commission makesrate return. Id. When andthe of

by evidence,findings supported recordof fact that are seeessential
State, 353, 359, 9,v. 95England Tel. & Tel. N.H. 64 A.2d 15New Co.

judgment for its(1949), will not substitute our own decision. Seewe
Co., 332,v. Pub. 119 N.H.CouncilConsumers'Legislative Serv.Util.

626, (1979).340, 631402 A.2d
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agree findingsthe that the commission’s con­We with LUCC
cerning sparse.State of a .5%attrition factor areallowance to Granite

incorporate findingsmoreThe commission would be wise to elaborate
reports. long agoThis court warnedinto future rate order that its

reviewing byof administrative orders must befunction facilitated
State, 353,agency findings. EnglandNew Tel. & Tel. v. 95Co. N.H.

accord,359, 9, (1949); Soc’y For The64 A.2d 15 Protection Newof
Comm., 163, 173,Hampshire Evaluation 115Forests v. Site N.H. 337

778, Although(1975). specificA.2d detailed and reasons the786 for
finding abilityhave enhanced ourattrition would to review the com­
order, they Soc’yare not mandated. For Themission’s Protection of

Comm.,Hampshire 173,EvaluationForests v. Site 115 atNew N.H.
337 A.2d at 786.

earningshasBecause the commission disclosed erosion of as
finding report, findingin its andthe basis of its attrition that does

record,support testimonyin willhave the we affirm it. The shows that
State, utility companiesallcharacteristic of electric inGranite the

past years, experienced unprecedentedhas anseveral increase in
operating expenses energy.due to the monumental rise in the cost of

recognized operating expensesWe have increased as a hallmark of
State,England 92, 97,attrition. New Tel. & Tel. v.Co. 113 N.H. 302

814, (1973). by preponder­A.2d 818 The has not shown a clearLUCC
ance of evidence that thethe commission’s allowance of a .5%attrition
adjustment 541:13;rate of was Legis­to the return unwarranted. RSA

Co.,lative Council v. 332, 340,Util. Consumers’ Pub. Serv. 119 N.H.
626, (1979); Ashland,402 seeA.2d 631 Pub. Serv. v. TownCo. 117of

635, 641, 124, (1977).N.H. 377 A.2d 127

II

Depreciation

argumentspresents challengingThe LUCC three the commission’s
$620,000 depreciationdecision to include of in Granite State’s test-

year operating expenses. companyThe had depreciationincreased its
by $30,000 test-year by shorteningin the certain service lives inused
calculating argues gaveThe thatit. LUCC Granite State no notice of

change calculating depreciation,the in that it failed to meet its burden
proof establishing depreciation, 378:8,of in ofthe level RSA and

finally, allowing expenses includingthat increased while customer
deposits and customer advances in the rate base results in the com-
pany receiving depreciation expensea on plant.customer contributed

reject propositions.We all three of the LUCC’s
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upon a letterimproperly relies commission and attachedThe LUCC
1968,1, requiringAugust toutilities submitcircular datedaccount
thirty days pro­in thedepreciation rates advance ofproposedtheir

superseded byhasThe 1968 circular been aposed date.effective
adoptingsubsequent the Federal Power Commis­ordercommission

Utilities,of Accounts For Electric whichUniform Classificationsion
proposed depreciationofprovision for advance notice rates.makes no

Rep.9868, (1970).Comm’n 50Pub. Util.55 N.H.Order No.

378:8,proof,met its burden of RSA inhas alsoGranite State
test-year.depreciation expenseestablishing $620,000 for the Inas its

function, mayratemaking rely“the commission onperforming its
utility requiredis to file with it.”reports which theand records

645,419, 425, 649374 A.2dState, N.H.v. 117Windham Estates Ass’n
Co.,accord, Legislative Council v. Pub. Serv.(1977); Util. Consumers’

626,632 (1979),citing EnglandNew332, 340, 402A.2d Tel. &119 N.H.
92, 101-02, 302 814, 821State, (1973);113N.H. A.2dv. GraniteTel. Co.

235,Alarm, England Co., 238,111v. Tel. & Tel. N.H.Inc. NewState
presented595, (1971). State the597-98 Granite commission279 A.2d

expense monthlydepreciation duringon a basis thereporta itswith of
goodtest-year. “presumption of faith and inis a correctnessThere

by public company.”required kept a serviceto be F.basic' records
UtilityWelch, (1955).Rate 207 If neitherof the CaseConduct

accuracy utility’sdispute the of theintervenorsnor thecommissionthe
regularity presumed.evidence, attheir is Id.by affirmativerecords

presented presentinhas been theevidenceaffirmative206. No such
case.

utilitydepreciation company’sin aallowableThe amount of
call,judgment a matter offact theoperating expenses is a for commis­

v.State, 353,EnglandNew Tel.& Tel. Co. 95 N.H.sion’sdetermination.
finding367, 9, 20 (1949). “presump­commission’s has theThe64 A.2d

byand must be overcome evidence to theof reasonableness”tion
evidencecontrary. preponderance of the before us does not showAId.

test-year depre­of State’sdetermination Granitethethat commission’s
541:13; Legislative Util.expenses is erroneous. RSA Consu­ciation

332, 340,Co., 626,119 N.H. 402 A.2d 632v. Pub.mers’ Serv.Council
State, 419, 424-25, 374v. 117 N.H.(1979); Estates Ass’nWindhamcf.

645, approval(1977) (upholding commission’s of the inclu­A.2d 649
though companythe hadin the rate base evenof certain assetssion

them).previously not included
deposits and customer fromadvancesto deduct customerorderOur

argu-base, opinion, obviates thelater in this LUCC’srate outlinedthe
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includingallowing depreciation expenses while these itemsthatment
depreciation expensecompany to receive aallows thein the rate base

plant.customer contributedon

Ill

EquityCost Commonof
adjust byThe to review theLUCC asks us commission’s decision to

equity pressure.8%the cost of common in order to reflect market and
financing.cost of Itthe claims that these factors should not have been

(1) England Systemconsidered New Electric (NEES), par-because
State,company contemplating issuance;ent of Granite is not a stock

(2) subject management purelythese factors are either to control or
speculative; (3) pressureand consideration NEES’sof market and

financing improper partyofcost is because it is not a in the case.

ratemakingprincipleIt is a offundamental that a rate order
provide utility companymust the sufficient torevenue assure the

confidence,potential England State,investor’s New Tel. & Tel. Co. v.
229, 238, 237, (1962),244104 N.H. 183 A.2d as towell as enable it to

provideobligation adequatemeet its to Chicopeeservice in the future.
Mfg. 5, 11,Co.,Co. v. Pub. 820,Serv. 98 N.H. 93 (1953);A.2d 825

Ruling Principles RegulationsNichols, UtilityE. of 72-75
(1955). expertTwo testifiedwitnesses who before the commission

pressure financingthatstated market and ofcost were factors that
recognized settingshould be in Granite State’s fair rate of return.

persuades recognitionThere is inno evidence the record that us that of
onlyappropriatethese factors is anwhen issuance of stock is contem­

plated for the near future. Nor is there evidence persuadesthat us that
discretionary managementthese factors are either under such control

speculative quantifyor too to in order to be taken into account in
determining capital.the overall cost of

Finally, we find no merit in the recog­LUCC’s contention that
nizing pressure financingNEES’s market and cost of in establishing

equityGranite State’s of common is impropercost because NEES is
party proceeding.anot to this rate expertAll three witnesses utilized

NEES’s financial to analysisstatus formulate their of the cost of
equity.Granite State’s common State publiclyGranite does not issue

subsidiaryownits stock it is abecause of NEES. It follows that the
cost of equityGranite State’s common is the same as the cost to its
parent, and pressurethis includes costs related to market and cost of
financing. We sustain the adjust­commission’s ofdetermination a .8%

to equity.ment Granite State’s cost of common
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IV

andDeposits AdvancesCustomer
deposits $79,470$69,173 for customer andincludedThe commission

utility companyin rate base. AState’scustomer advances Granitefor
yetdeposits a has notwhen consumer establishedrequires customer

company percentthepays consumer six interestThecredit with it.
bypaidare inannually deposit. advances consumersCustomeron the

power priorof lines to serve tothemto the constructionorder facilitate
utilityeconomicallythe time feasible for thewhen issuch construction

paidare no interest on their customer advances.company. Consumers
challenges of in rateinclusion these items the base.theThe LUCC

concedes that has beenreport, the commissionIn its “[i]t
adjust depositsforcustomary customer and custo­practice ... to

signifi­by deducting fromthem rate base.” The mostmer advances
of these from theexample of the commission’s exclusion itemscant

expenseininterest costs thereon thebase allowance of therate and
77-49, 1978),Co., (Pub.41 Comm’nUtil.DRPub. Serv.column is Re

Co.,v. Pub.nom., Legislative Council Serv.Consumers’aff’d, sub Util.
clearly332, (1979). The commission itself402 A.2d 626119 N.H.

of de­governing the treatment customerproper ruleenunciated the
ratepayers “oughtit that notwhen statedadvancesposits customerand

theyapay return on funds that themselves haverequiredto be to
295,Co.,England Rep.Tel. 14 Pub.Tel.& Util. 4thNewfurnished.” Re

Concerning1976). analogous(N.H. the issue of298 Pub. Util.Comm’n
(CIAC),in aid of havecontributed construction wecustomer funds

consumers,funds, bysupplied mustheld that be deducted“[s]uch
State, 419,Estates v.from the rate base.” Windham Ass’n 117 N.H.

PRIEST,accord,645,422, (1977);647 1 A. PRINCIPLES OF374 A.2d
RegulationUtility (1969). Chicopeeextent177 To the thatPublic

5, 14, 820,Co., (1953),Mfg. 98 N.H. 93 A.2d 827Co. v. Public Service
capitalsuggests supplied in the ratethe of consumerthat inclusion

commission,questiona fact it is overruled.base is of for the
rule,ChicopeeMfg. the in presentevidence the caseEven under the

depos-decisionsupport to include customerdoes not the commission’s
expertThein the base. commission’s own wit-and rateits advances

Trawicki,ness, properlythat arethese items notDonald testified
treasurer,State’s assistant Robertin the rate base. Graniteincludible

testimony,supplemental advisedSaturley, thein hisD. commission
intervenors,with staff and the thethat as of discussionsa result

proposal that these items incompany withdrawn its be includedhad
the rate base.
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law, practice, pres­State’s and theThis the commission’s evidence
hearingsat demand that weented the all remand this case to the

deductingpurpose depositscommission for the limited of customer
base,from the rate purposeand customer advances and for the of

making adjustments mayin the ofwhatever overall rate return as be
State, 497, 511, 311proper. 513, 522v.See Pub. Serv. 113N.H. A.2dCo.

State, 92, 100, 302(1973); England & Tel. v.New Tel. Co. 113N.H. A.2d
814, State,(1973); England 229,820 Tel. & v.New Tel. Co. 104 N.H.
241, 237, (1962).183 A.2d 246

V

Conclusion
summary, regardingIn we sustain the commission’s a-ctions attri­

tion, depreciation, equity capital.and ofcost We reverse its decision to
deposits and base,include customer customer inadvances the rate and

directingtheremand case to the commission it to deduct these items
thefrom rate base and to establish a new reflectingrate order that

purpose undulydeduction. Remand for this limited will not burden
may it,,seecommission and be made onthe the record before Soc’y For

HampshireThe Protection New Comm.,Forests v. Site Evaluationof
163, 175, 778,115 N.H. A.2d (1975),337 787 and it will serve the

establishingpurpose clearly ratemaking principleof the that custo­
depositsmer and customer advances are publicnot includible in a

utility’s rate base.

Remanded.

All concurred.

Public Utilities Commission
78-219No.

Supply Co.,Northern View Water Inc.

v.

Public Utilities Commission

May 17, 1979


