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DockrT NO. 3436
SEPTEMBER 2, 2003
PAaGe 10r20

Q.

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.
My name is Michael J. Harn. My business address is 100 Weybosset Street,

Providence, RI 02903.

WHAT IS YOUR POSITION AND RESPONSIBILITIES?
I am a Pricing Analyst for the New England Gas Company (“NEGC” or the
“Company”). My responsibilities include the preparation of the Company’s Gas Cost

Recovery (GCR) filings, rate and revenue analysis, and other rate-related issues.

WHAT IS YOUR PROFESSIONAL AND EDUCATIONAL BACKGROUND?

From 1985 to 1987, 1 was employed as a Labor Market Economist by the
Commonwealth of Massachusetts ~ Department of Employment and Training. My
responsibilities at the Department included the analysis of re-employment by workers
affected by mass layoffs and plant closings. I joined Bay State Gas Company in
November 1987 as an Associate Rate Analyst, and was promoted to the position of
Rate Analyst in February 1995. While at Bay State, I testified before the New
Hampshire Public Utility Commission and Maine Public Utility Commission in Cost
of Gas Adjustment Fiiings. In April 1998, I joined ProvEnergy as a Pricing Analyst.
My educational background includes a Bachelor of Arts Degree in Economics from

Framingham State College.

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

GA\PRICSHAR'\DKt 3436\GCR-Nov2003\Testimony-MJIH 1. doc
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NEW ENGLAND GAS COMPANY MICHAFL J. HARN
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The purpose of my testimony is to explain the calculation of the Gas Cost Recovery
(“GCR”) charges to be effective with consumption on and after November 1, 2003 for
the following services: (1) firm sales service to the Residential Non-Heating and
Heating rate classes and Commercial and Industrial ("C&I") customers in the Small,
Medium, Large and Extra Large rate classes; and (2) Gas Marketer Charges and
factors associated with transportation services billed to Gas Marketers. My testimony

will also address the Natural Gas Vehicle (“NGV™) rate, the BTU conversion factor

for the upcoming winter, and miscellaneous GCR tariff changes.

DO YOU HAVE ANY ATTACHMENTS TO YOUR TESTIMONY?

Yes. 1am sponsoring the following Attachments:

MIJH-1 Gas Cost Recovery Schedules

MIH-2 GCR Reconciliation Filing

MIHE-3 Bill Impacts

MIJIH-4 Gas Cost Recovery Schedules w/ Mitigation
MIH-5 NGV Tariff

MJIH-6 Marketer Transportation Factors

MIH-7 BTU Conversion Factor

MIJH-8 GCR Tariff

PLEASE PROVIDE AN OVERVIEW OF THE DEVELOPMENT OF THE
PROPOSED GCR RATES.

The proposed GCR rates reflect the class-specific factors necessary for the Company
to collect projected gas costs for the period November 2003 through October 2004
As shown in the testimony of Mr. Beland on Attachment GLB-1, gas costs are

projected to be $204,319,367 for the twelve-month period ending October 2004, In

G\PRICSHAR'\DKL 3436\GCR-Nov2003\Testimony-MIH1.dec
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addition to these costs, the GCR factors are designed to recover Working Capital costs
of $869,834 (Attachment MJH-1, pages 10-12), Inventory Financing costs of
$2,301,410 (Attachment MJH-1, page 13), the Prior Period Deferred Balance of
$19,898,357 (Attachment MJH-1, pages 6-9) (as calculated based on actual data
through July 2003 and forecast data for the period August 2003 through October
2003), LNG Operation and Maintenance Costs of $884,360 (consistent with the
Commission’s findings in Docket 3401), and a credit of $1,615,497 associated with
LNG costs that will be collected through the Distribution Adjustment Clause (“DAC”)

factor, In total, the GC

R factors are-designed to recover $226,657,831in gas costs

during the period November 2003 through Octeber 2004,

ATTACHMENT MJH-1, PAGE 1 SHOWS A RESIDENTIAL AND SMALL
C&I GCR FACTOR OF $8.1948/DTH. PLEASE EXPLAIN HOW THE
COMPANY DERIVED THIS FACTOR.

The residential GCR factor of $8.1948/dth consists of five cost components and an un-
collectible component. The five cost components are Supply Fixed, Storage Fixed,
Supply Variable, Storage Variable Product and Storage Variable Non-Product. The
associated rate components are $0.9616/dth, $0.3822/dth, $5.6838/dth, $0.9210/dth,

and $0.0741/dth, respectively.

The derivation of the Supply Fixed component is reflected on Attachment MJH-1, at

page 2. As shown, Supply Fixed costs total $28,312,711 (see alsg Attachment GLB-1:

G:\PRICSHAR\Dkt 3436\GCR-Nov2003\Testimony-MIH . doc
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pipeline demand costs of $28,104,637, plus supplier demand costs of $2,488,228, less
marketer release revenues of $2,280,154). Fixed gas costs are also reduced by
capacity-release revenues of $860,800. Working capital costs of $118,202 associated
with Supply Fixed costs are added (MJH-1, page 10), as is the prior period Supply
Fixed gas cost over-collection of $913,115, resulting in Total Supply Fixed gas costs
of $26,656,998, to be collected over the period November 2003 through October 2004.
Because the Company’s supply planning is based upon having sufficient capacity to
meet the needs of firm sales customers under desién winter conditions, Supply Fixed
costs {as well as Storage Fixed costs) are allocated to the various rate classes based on
their proportion of design-winter use. As shown, the percentage of Residential and
Small C&1 design sales to total design sales is 78.83%. Therefore, 78.83% of the total
Supply Fixed gas costs, or $21,014,914, is aliocated to the Residential and Small C&I
customer class. Dividing this amount by the November 2003 through October 2004
forecasted consumption of customers m the Residential and Small C&I class results in

a Supply Fixed cost component of $0.9616/dth.

HOW DID THE COMPANY DERIVE THE STORAGE FIXED COST
FACTOR COMPONENT FOR THE RESIDENTIAL AND SMALL C&I
CLASS?

The derivation of the Storage Fixed cost factor is demonstrated on Attachment MJH-1,
at page 3. As shown, Storage Fixed costs total $10,851,476 (see Attachment GLB-1).

Deducted from this amount are $694,328 of LNG demand costs allocated to the DAC.

G:\PRICSHAR\DKt 3436\GCR-Nov2003\Testimony-MJH1.doc
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Added to this amount are $518,894 of supply-related LNG operations and
maintenance costs, $45,96%9 of working capital costs associated with Storage Fixed
costs (Attachment MJH-1, page 10), and the prior period under-collection associated
with Storage Fixed costs of $99,259. Therefore, total Storage Fixed costs to be
collected over the period November 2003 through October 2004 amount o
$10,821,270. As with Supply Fixed costs, the Storage Fixed costs are allocated on the
basis of design winter throughput. Therefore, 77.19%, or $8,353,042 of tota! Storage
Fixed gas costs are allocated to the Residential and Small C&I customer class.
Dividing this amount by forecasted period sales of 21,853,873 Dths results in the

Storage Fixed component of $0.3822/dth.

THE COMPANY ALLOCATED SUPPLY FIXED COSTS BASED ON 78.83%
PERCENT OF RESIDENTIAIL AND SMALL C & I DESIGN SALES. WHY IS
THE COMPANY USING A PERCENTAGE OF 77.19% FOR ALLOCATING
STORAGE FIXED COSTS?

A portion of Storage Fixed costs are reguired to meet the needs of FT-2 customers.
Therefore, the projected throughput has been adjusted to reflect consumption by FT-2
customers. Attachment MJH-5, page 2 reflects the development of the FT-2 Marketer

Charge and the allocation of Storage Fixed costs to this class of customers.

WHY DOES THE COMPANY ASSIGN A PORTION OF STORAGE FIXED

COSTS TO FT-2 CUSTOMERS?

GAPRICSHAR\DKE 3436\GCR-Nov2003 \ Testimony-MFH1, doc
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Consistent with the methodology established and approved by the Commission in
Docket No. 2552, the FT-2 rate is based on the development of the storage and
peaking costs as described in the GCR tariff. The fixed and variable costs relate to the
operations, maintenance, and delivery of the Company’s storage resources, along with

requirements for purchased gas working capital.

HOW DID THE COMPANY DERIVE THE SUPPLY VARIABLE COST
COMPONENT FOR THE RESIDENTIAL AND SMALL C&I CUSTOMER
CLASS? |

The Supply Variable cost component is $5.6838/dth fo;' all customer classes, inchuding
the Residential and Small C&1 customer class. Attachment MJH-1, page 4 reflects the
derivation of the $5.6838/dth Supply Variable cost component. As shown, projected
variable supply costs are $142,185,226 (see Attachment GLB-1). Deducted from this
amount are variable delivery storage costs of $239,315, variable injection storage costs
of $41,236, and fuel costs allocated to storage of $1,292,924, resulting in total
deductions of $1,573,474. These costs have been transferred to the Storage Variable
Non-Product gas-cost category. Added to this amount are working capital costs
associated with Supply Variable costs of $605,445 (MJH-1, page 11) and the prior
period under-collection associated with Supply Variable costs of $19,736,088.
Therefore, total Supply Variable costs for the period November 2003 through October
2004 are $160,953,285. Dividing this amount by projected period sales of 28,317 844

results 1in the Supply Variable cost factor of $5.6838/Dth.

GAPRICSHAR\DKE 3436\GCR-Nov2003\Testimony-MJH1.doc
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WHY DIDN’T THE COMPANY ALLOCATE THESE COSTS ON THE BASIS
OF DESIGN THOUGHPUT, AS IT DID WITH THE SUPPLY FIXED AND
STORAGE FIXED COMPONENTS?

Supply Variable costs vary with the amount of gas actually consumed by customers,
and therefore, are allocated to the various rate classes based on the projected

consumption by customers in each rate class.

HOW DID THE COMPANY DERIVE THE STORAGE VARIABLE
PRODUCT COST FACTOR ASSGCIATED WITH THE RESIDENTIAL AND
C&I SMALL CUSTOMER CLASS?

The derivation of the Storage Variable Product cost factor is shown in Attachment
MJH-1, page 5. As shown, projected Storage Variable Product costs are $22.648,8%6.
Deducted from this amount are $921,168 of balancing_—reiated LNG costs that are
collected through the DAC. Added to this amount are $365,465 of supply-related
LNG O&M costs (as per the Commission’s findings in Docket 3401); $95,129 of
working capital costs (MJH-1, page 11); inventory financing costs of $452,543,
$1,816,446, and $32,421 for LNG, underground storage and liquid propane,
respectively (MJH-1, page 13); and the prior period under-collection of $1,590,120.
Therefore, the total Storage Variable costs to be collected over the period November
2003 through October 2004 are $26,079,842. Dividing this amount by the forecasted
sales for the period of 28,317,844 Dths results in a Storage Variable Product cost

factor of $0.9210/dth.

G\PRICSHAR\DKE 3436\GCR-Nov2003\Testimony-MJH1.do¢
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HOW DID THE COMPANY DERIVE THE STORAGE VARIABLE NON-
PRODUCT COST FACTOR ASSOCIATED WITH THE RESIDENTIAL AND
C&I SMALL CUSTOMER CLASS?

The d-erivatioﬁ of the Storage Variable Non-Product cost factor is shown in

Attachment MJH-1, page 5. As shown, projected Storage Variable Non-Product costs

‘are $1,181,867. Added to this amount are variable delivery storage costs of $23 9,315,

variable injection costs of $41,236, and fuel costs allocated to storage of $1,292 924
Also, working capital costs of $5,089 and the prior period over-collection of $613,995
are-added, resulting in total Storage Varidble Nen-Product costs-of $2,146,435to be
collected over the period November 2003 through October 2004. Dividing this
amount by forecasted throughput for the period of 28,966,726 Dth results in a Storage

Variable Non-Product cost factor of $0.0741/Dth.

WHY WERE THE STORAGE VARIABLE NON-PRODUCT CQSTS DIVIDED
BY FORECASTED THROUGHPUT OF 28,966,726 DTH, WHILE STORAGE
VARIABLE PRODUCT COSTS AND SUPPLY VARIABLE COSTS WERE
DIVIDED BY FORECASTED SALES OF 28,317,844 DTH?

Similar to the derivation of the Storage Fixed cost factor, a portion of Storage Variable
Non-Product costs are associated with the delivery of underground storage for FT-2
marketers. Therefore, 2 portion of the Storage Variable Non-Product costs are

assigned to FT-2 marketers (see Attachment MJH-5),

G\PRICSHAR\Dkt 3436\GCR-Nov2003 Testimony-MTH1 . doc
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In summary, the Residential and Small C&T GCR factor of $8.1948/Dth consists of a
Supply Fixed component of $0.9616/Dth, a Storage Fixed component of $0.3822, a
Supply Variable component of $5.6838, a Storage Variable Product component of
$0.9210 and a Storage Variable Non-Product cost component of $0.0741. The total of
these gas-cost components is $8.0227/Dth. Adjusting this rate by the uncollectible
percentage rate of 2.10 results in the proposed Residential and Small C&I GCR factor

of $8.1948/Dth.

HOW DID THE COMPANY DERIVE THE GCR FACTORS FOR THE
OTHER CUSTOMER CLASSES?
The GCR factors for the remaining customer classes are calculated in the same manner

as the calculation for the Residential and Small C&I customer classes.

WHAT IS THE COMPANY’S ESTIMATE OF THE DEFERRED GAS COST
BALANCE AT THE END OF THE CURRENT GCR PERIOD (OCTOBER 31,
2003)?

The Company’s current estimate is that there will be an under-collection of

approximately $19.9 million in the deferred gas cost account at the end of October
2003. This estimate is based on: (1) the actual deferred balance at the end of June, as
reflected in the Company’s annual GCR reconciliation filed with the Division and the

Commission on August 1, 2003; (2) preliminary actual data for July 2003; and (3) the

most recent projections for the period August 2003 through October 2003, using the

G\PRICSHAR\DKE 3436\GUR-Nov2003\Testimony-MIH1.doc
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current GCR factors and the most recent estimate of gas costs. A copy of the GCR
reconciliation filing is attached here as Attachment MJH-2 and the updated deferred
gas cost balance projections for July 2003 through October 2003 are provided in

Attachment MJH-1 at pages 6-9.

DID THE COMPANY INCLUDE THE TOTAL DEFERRED BALANCE IN -
THE GCR FACTORS DISCUSSED ABOVE?

Yes. The Company computed the GCR factors for all customer classes to include the
recovery of the total estimated deferred balance as of October 31, 2003 of $19.9

million,

WHAT WAS THE PRIMARY CAUSE OF THE $19.9 MILLION UNDER-
COLLECTION?

An under-collection of $19.9 million developed because gas costs during last winter
were greater than forecasted. These greater costs resulted from an increase in
NYMEX gas prices and increased customer consumption resulting from the cold
weather. Attachment MIH-2 is a copy of a report submitted on August 1, 2003

identifying the reasons for the under-collection through June 30, 2003.

IN THE AUGUST 1, 2003 REPORT, THE COMPANY PREPARED AN
ANALYSIS THAT ALLOCATED THE DEFERRED BALANCE TO EACH

CUSTOMER CLASS BASED ON A COMBINATION OF FOREGASTED GAS

GIPRICSHAR'Dkt 3436\GCR-Nov2003 Testimony-MIH1. doc
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USE AND ACTUAL CONSUMPTION. DID THE COMPANY USE THE
SAME APPROACH IN DEVELOPING THE GCR FACTORS PROPOSED IN
THIS FILING?

No. In the August 1, 2003 Report, the Company set forth an analysis that allocated the
deferred gas balance on the basis of forecasted use for those volumes falling under the
purchase plan, and actual consumption for those volumes falling outside of the
purchase plan. The Company submitted the August 1 analysis in response to a request
from the Commission, as set forth in Section III, page 24 of Order No. 17444, which
directed the Company “to. perform.and file .a class-specific reconciliation of -the

deferred gas cost balance for the period July 1, 2002 through October 31, 20603.”

However, the Company’s tariff currently requires a calculation that involves
forecasted gas use (see, e.g., Section 2, Schedule A). Therefore, the GCR factors
proposed in this filing reflect the allocation of the deferred balance to each customer
class on the basis of forecasted consumption, rather than actual consumption,
Attachment MJH-2(a) presenis a cost comparison of each allocation method. As
shown, the allocation of the deferred balance to each customer class on the basis of
forecasted throughput results in approximately $1.8 million less of the deferral being
allolcated to the Residential and Small C&I customer class, which will serve to

mitigate bill impacts for the upcoming GCR period.

GAPRICSHARDkE 3436VGCR-Nov2003\Testimony-MJH] . doc
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PLEASE DESCRIBE THE DEVELOPMENT OF THE FORECASTED
THROUGHPUT REQUIREMENTS.

Development of the forecasfed throughput requirements started with the historical
actual monthly number of customers and associated gas consumption by rate class.
This encompassed both the time prior to, and during which, the Company has operated
under the state-wide consolidated tariff. The historical consumption data was weather
normalized to reflect the 10-year average of 5,463 degree days established in the
Company’s last rate case, Docket No. 3401. The Company’s marketing group then
used-the historical data, along with their knowledge of any specifi¢ projects likely to
occur, as well as general econometric data itke housing starts and other data to develop
customer growth rates for each rate class. The rate-class throughput forecast w.as then
calculated for the upcoming GCR period usiﬁg.himﬁc average use per customer for
the various rate classes. For the extra-large rate class, the marketing group projected
the monthly consumption on a customer-by-customer basis. These customers are the
Company’s largest customers with each account having annual consumption in excess
of 15,000 Dth. Aithough there are less than 100 customers in this group, these
customers account for approximately 12 percent of the Company’s annual firm
throughput. The Company’s marketing group is generally familiar with these
customers and their operations and is able to provide input regarding their load

requirements in the planning process.

GWPRICSHARWDKE 3436'GCR-Nov2003 Testimony-MIH1.doc
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WHAT LEVEL OF MIGRATION FROM SALES SERVICE TO
TRANSPORTATION SERVICE DID THE COMPANY REFLECT IN THE
FORECAST?

As discussed with the Division, the forecast does not include any migration from sales
service to transportation service, or from transportation service to sales service. The
actual number of transportation customers on July 31, 2003 was held constant
throughout the forecast. However, the Company will adjust its GPIP forecast if the
net change in monthly marketer aggregation pool pipeline-capacity assignments is

equal to or greater than 1% of the Company’s.comparable requirements.

HAS THE COMPANY ANALYZED THE BILL IMPACTS OF THE
PROPOSED CHANGES FOR CUSTOMERS?

Yes. If the proposed GCR factors were to take effect, a residential heating customer
using 1,035 therms per year would experience an increase of approximately 7.0
percent, or $85 per year (37 per month). A summary of bill impacts for customers and
the detailed calculations are provided on Attachment 3. In addition to the proposed
GCR factors, the bill-impact analysis also incorporates the proposed reduction in DAC
factors effective November 1, 2003 (Docket 3459). The proposed DAC factors will be

submitted in a separate filing.

HAS THE COMPANY CONSIDERED ANY OPTIONS THAT COULD

MITIGATE THE TMPACT ON CUSTOMERS.

GAPRICSHAR\Dkt 3436\GCR-Nov2003\Testimony-MIH1.doc
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Yes. The Company has carefully reviewed the bill impacts to residential heating
customers of the projected gas costs and the recovery of the deferred fuel balance. As
reflected on Attachment MTH-3, at page 1, full recovery of the GCR deferred balance
results in a 7. 0% increase in bills for customers in the Residential Heating class. The
component of this increase attributable to the recovery of projected gas costs is
approximately 3%, while the component attributable to the recovery of the projected
deferred balance is approximately 6%. As a result, the Company is proposing to
mitigate bill impacts by setting a limit on the year-end deferred fuel balance to be used

in this and.all future GCR filings.

DOES THE COMPANY HAVE A POSITION ON THE RECOVERY OF

PROJECTED GAS COSTS?

Yes, the Company believes that, consistent with Commission policy and practice, the
GCR factor effective November 1, 2003 should (at least) be designed to recover
projected gas costs during the 12-month period ending October 31, 2004. The impact

to residential heating customers of this proposal would be a 3% increase in the GCR.

HOW DOES THE COMPANY PROPOSE TO MITIGATE BILL IMPACTS
GIVEN. THE NEED TO ESTABLISH GCR FACTORS THAT COLLECT
PROJECTED GAS COSTS FOR THE PERIOD IN WHICH THE FACTOR I8

EFFECTIVE?

GPRICSHARDkt 3436\GCR-Nov2003\Testimony-MIH1. doc
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Because the Company believes it is important to set and maintain GCR factors that are
designed to recover at least the costs projected for the current period, the Company
would propose to design the GCR factors to recover only that portion of the deferral
balance that exceeds a threshold of 5% of projected gas costs for the period. Since the
deferred fuel balance existing at the time of this filing is approximately equal to 10%
of projected gas costs, the Company requests approval to recover only 50% of the
deferred fuel balance in the up-coming GCR period, and to defer the remaining 50% to

the following GCR period. This would reduce the impact of the recovery of the

-deferred balance onthe typical residential heating customer from 6% to 3%.

In addition, the Company proposes that any time the period-end deferred fuel balance
is expected to be greater than 5% of gas costs, the Company would file an adjustment
to the GCR factor that would be designed to either eliminate the deferred balance in
the current period, or to update the GCR factors so that no more than 5% of period

costs would be deferred untii the following year.

ARE THERE ANY OTHER FACTORS THAT WOULD MITIGATE THE

RECOVERY OF 56% OF THE DEFERRED FUEL BALANCE?

Yes. The Company filed on August 1, 2003 to decrease the DAC component of a
typical residential customer bill by 1% primarily because of the return of weathes-
normalization revenues, In addition, the Company filed & revision to the DAC for
effect on November 1, 2003 that will reduce customer bills an additional 1% primarily

because of the results of the eamings-sharing revenues that are being returned to

G\PRICSHAR\Dkt 3436\GCR-Nov2003\ Tesiimeny-MTH 1. doc
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customers. The combination of the decreases in the DAC and the proposed recovery
of 50% of the deferred fuel balance will result in an incremental increase to the typical
bill of a residential heating customer of 1%, This impact, combined with the 3%
increase associated with the recovery of projected gas costs for the forecast period,

would result in a total bill impact for Residential Heating customers of approximately

4%.

WHAT IS THE IMPACT OF THE PROPOSAL TO RESIDENTIAL BEATING
CUSTOMERS?

Attachment MJH-4, page 1 presents the alternative GCR Factors for effect November
1, 2003. These alternative factors are designed to collect only 50% of the prior period
deferred balances. As shown, the proposed alternative GCR factor for Residential
Heating customers is $7.8360/Dth, or $0.3588 less than the proposed factor that
includes 100% recovery of the deferred balances. Page 2 of MJH-4 summarizes the
class-specific bill impacts employing the alternative GCR factors and the November I,
2003 proposed DAC Factors. As stated above, these factors would produce 2 4%
increase to Residential Heating customer bilis. Page 3 of MJH-4 summarizes the

Deferred Mitigation percent bill impacts for a typical Residential Heating customer.

IS THE COMPANY PROPOSING A CHANGE TO THE NATURAL GAS

VEHICLE (“NGV”) RATE?

GOPRICSHAR\DKt 3436\GCR-Nov2003\Testimony-MTH1 . doc
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Yes. The commodity charge component of the NGV rates is based on the supply
variable costs identified in the Company’s GCR filing. Accordingly, the NGV
commodity charge is being updated to reflect the supply variable costs included in this

filing. A revised NGV tariff is provided as Attachment MJH-5.

WHAT ARE THE VARIOUS GAS MARKETER CHARGES AND FACTORS
INCLUDED IN THIS GCR FILING?

The gas marketer charges and factors covered under the Company’s GCR tariff and
included-in this GCR filing-are:- (1) the FT-2 firm transportation marketer gascharges;
(2) Pool Balancing Service charges; and (3) the Company’s weighted average pipeline
cost and the associated credits/surcharges applied to marketers for pipeline capacity
assignments. A summary of the proposed charges that would take effect concurrent
with the updating of transportation factors and capacity releases on November 1, 2003

are shown on Attachment MJH-6, page 1.

PLEASE DESCRIBE THE DEVELOPMENT OF THE FT-2 FIRM
TRANSPORTATION RATE FOR STORAGE AND PEAKING RESOURCES.

Consistent with the methodology established and approved by the Commission in
Docket No. 2552, the FT-2 rate is based on the development of the storage and
peaking costs as described in the GCR tariff. The fixed and variable costs related to
the operations, maintenance and delivery of the Company’s storage resources were

totaled, along with requirements for purchased gas working capital. The result was

GPRICSHARDKE 3436\GCR-Nov2003\Testimony-MYH1.doc
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then divided by the forecasted firm throughput to arrive at a per therm cost. The
proposed rate of $0.0421 per therm is comparable to the current rate of $0.0439 per
therm. Attachment MJH-6, page 2 demonstrates the calculation of the $0.0421 per

therm FT-2 Marketer Charge.

PLEASE DESCRIBE THE UPDATE OF THE POOL BALANCING SERVICE

CHARGE.

Pursuant to Item 5.04.1 of the Transportation Terms and Conditions and consistent
with the méthﬁddiogy establishéd in Item 4.2 of the GCR, the Pool Balancing Charge
is being updated to reflect the relevant Fixed and Storage Cost components. As shown
on Attachment MJH-6, page 1, the proposed balancing charge is $0.0021 per

percentage of balancing elected per therm of throughput in the Marketer pool.

HAS THE COMPANY UPDATED THE CHARGES ASSOCIATED WITH
TRANSPORATION SERVICE RELATED PIPELINE CAPACITY
ASSIGNMENT?

Yes. The updated weighted average pipeline cost is shown on Attachment MJH-6,
page 1. The testimony of Company witness Mr. Gary Beland describes its caiculation
and the calculation of the associated credits/surcharges applied to marketers for

pipeline capacity assignments.

GAPRICSHARWIKL 3436\GCR-Nov2003\ Testimony-MIH] . doc
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HAS THE COMPANY CALCULATED THE BTU CONVERSION FACTOR
FOR THE PEAK PERIOD NOVEMBER 2003 THROUGH APRIL 20047

Yes. The actual weighted system average decatherms (Dth) per thousand cubic feet
(Mcf) for last year’s peak period, November 2002 through April 2003, was 1.029 Dth,
Consistent with the provisions in the Company’s tariff, that will serve as the basis for
the conversion of volumetric readings to Btu's or therms (1 therm = 100,000 Btu} in
the upcoming peak period, November 2003 through April 2004, For example, a meter
reading of 100 Ccf will equate to 102.9 therms, or 10 Mcf will be 10.29 Dth. The

calculation of that-factoris provided on Attachment MJH-7.

IS THE COMPANY PROPOSING ANY MISCELLANEOUS CHANGES TO
THE GCR TARIFF?

Yes. Consistent with the Commission approval of the Gas Procurement and Asset
Management Incentive Plan in Docket No. 3436, Order No. 17444, the GCR Tariff,
Section 2, Schedule A needs to be updated. Specifically, the description of the fixed
supply and fixed storage calculation in Items 3.1 and 3.2 is being updated to include a
reference to the asset-management incentive. Similarly, the supply variable
description in Item 3.3 is incorporating a reférence to the gas procurement incentive,
Additionally the proposed tariff includes a correction to the GCR effective date in
Item 1.2 and in Item 3, the date of the deferred gas cost is changed to reflect October
31 rather than September 30. A redlined and clean copy of the Section 2 Schedule A

GCR tariff 1s provided as Attachment MJH-8.

GUPRICSHARDKL 3436\GCR-Nov2003\Testimony-MJIH1 . doc
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Q. DOES THIS CONCLUDE YOUR TESTIMONY?

Yes.

G\PRICSHAR\Dit 3436\GCR-Nov2003\Testimony-MTH 1.doc
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NEW ENGLAND GAS COMPANY
Gas Cost Recovery Filing
Determination of Variable Cost Facters {per Dih)

Pescription
Variable Supply Costs

Less:
Non-Firm Sales
Variable Delivery Storage Cosis
Variable injection Storage Costs
Fuel Cosis Allocated 1o Storage
Refunds
Totail Credits

Plus:
Working Capital
Reconciiiation Amount
Total Additions

Total Variable Supply Costs

Sales (DY)

Supply Variable Cost Factor

G:Pricshar/Did 3436/GCR-NovD3/GCR_1103.xis

Reference Amount
GLB 1 $142.185,226
$0
GLB 2/ MJH 1 p§ $239,315
pg 5 $41,236
pg 5 $1,202,024
$0
sum [(3):(7) $1,573 474
pg 11 $605,445
pg7 $19,736,088
(10)+(11) $20,341,533
{1)-(8)+{12) $160,953,285
pg 14 28,317,844
(1314 $5.6838

Variable

Aitachment MJH -1
Docket No. 3436
September 2, 2003
Page No, 4



Line
No.

17
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18
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21
22
23
24
25
26
27
28

29
30

Gy

NEW ENGLAND GAS COMPANY
Gas Cost Recovery Filing
Determination of Variable Cost Factors (per Dth)

Description

Storage Variable Product Costs

Less:
Balancing Related LNG Costs (to DAC)
Refunds
Total Credits

Plus:
Supply Related LNG O&M
Working Capital
Inventory Financing - LNG (Supply)
Inventory Financing - Storage
Inveniory Financing - LP
Reconciliation Amount
Total Additions

Taotal Storage Variable Costs
Sales (Dt}

Storage Variable Product Cost Factor

Storage Variable Non-Product Costs

Less:
Refunds
Total Credits

Plus:
Variable Delivery Storage Costs
Variable injection Storage Costs
Fuel Costs Allocated to Storage
Working Capital
Inventory Financing - Storage
Reconciliation Amount
Total Additions

Total Storage Variable Costs
Throughput (DY)

Storage Variable Product Cost Factor

G:Pricshar/Dkt 3436/GCR-Nov03/GCR_1103.xs

Reference

GLB 1

GLB 1/Dkt 3401

34

Docket 3401
pg 11
pg 13
pg 13
pg 13
pg 8

sum{(7}:{12)]

(1)-(3)+(13)
pg 14
(14} 1 (15)

GLB2

pg4

pg 4

pg 4

pg 12

pg 13

pg e
sumi{22):(27}

(17)-(20)+(28)

pg 14
(29) / (30)

Sheett

Amount

$22,648,886

$921,168

$0
$921,168

$365,465
$95,120
$452,543
$1,816,446
532,421

$1.590,120
$4,352 124

$26,079,842
28,317 844

$0.8210

$1,181,867

$0
$0

$239,315
341,236
$1,292,924
$5,089

$0
(6613,995)
5964 568

52,146,435
28,066,726

$0.0741

Attachment MJH -1
Docket No. 3436
September 2, 2003
Page No. 5
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Line
No.

e

D

w c

10
11
12

13

14
15
16
17
18

19
20
21
22

23
24

25

26
27

28

NEW ENGLAND GAS COMPANY
Gas Cost Recovery Filing
Fixed Costs Working Capital Calculation

Description
(@

Supply Fixed Cosis
Capacity Release Revenue
Allowable Working Capital Cosis

Number of Days Lag

Working Capital Requirement
Cost of Capital
Return on Working Capital Requirement

Weighted Cost of Debt
Interest Expense

Taxabie Income
1 - Combined Tax Rate
Return and Tax Requirement

Supply Fixed Working Capital Requirement

Storage Fixed Costs

Less: LNG Demand to DAC

Less: Credits

Plus: Supply Related LNG O&M Costs
Allowabie Working Capital Costs

Number of Days Lag
Working Capital Requirement
Cost of Capital

Return on Working Capital Requirement

Weighted Cost of Debt
Interest Expense

Taxable Income

1 - Combined Tax Rate
Return and Tax Requirement

Storage Fixed Working Capital Requirement

G:Pricshar/Dk 3436/GCR-NovO3/GCR_1103.xs

Reference

(b)

GLB 1
(1}-@)
Docket 3401
{3y x (4)] /385
Docket 3401
&) x (&)

Docket 3401
B x (8
() -(9)

Docket 3401

am /7

@) + (12)

GLB 1

(14} - (13} + (16)
Docket 2401
{17y x (18)}/ 365
Docket 3401
(19) x (20)

Docket 3401
{18) x {(22)

{19) - (23)
Docket 3401
{24) / (25)

(23) + (26)

WhkCap

Amount

{c)

$28,312,711

$860,800
$27,451 911

13.40

$1,007,824
9.08%
$91,611

4.19%
$42,228

$48,383
0.6500
$75,974

$118,202

$10,851,476
($694,328)
50

$518,804
$10,676,042

13.40
$391,942

8.08%
$35,628

4.19%
$16,422

$19,205
0.6500
$29,546

$45,969

Attachment MJH -1

Docket No. 3436

September 2, 2003

Page No. 10



NEW ENGLAND GAS COMPANY
Gas Cost Recovery Filing
Variable Costs Working Capital Calculation

Line

No.

3 R e

~mw

o3

10
11
12

13

14
15
16
17

18
19
20
21

22
23

24
25
26

27

Description
(&)

Supply Variable Costs
Crediis
Aliowable Working Capital Costs

Number of Days Lag

Working Capital Reguirement
Cost of Capital
Return on Working Capital Requirement

Weighted Cost of Debt
Interest Expense

Taxable income
1 - Combined Tax Rate
Return and Tax Requirement

Supply Variable Working Capitai Requirement

Storage Variable Product Costs

Less: Balancing Related LNG Commodity (fo DAC)
Plus: Supply Related LNG O&M Costs

Aliowable Working Capital Costs

Number of Days Lag
Working Capital Requirement
Cost of Capital

Return on Working Capital Reguirement

Weighted Cost of Debt
interest Expense

Taxable Income
1 - Combined Tax Rate
Return and Tax Reguirement

Storage Var. Product Working Capital Requir.

G:Pricshar/Dit 3436/GCR-NovD3/GCR_1103 s

Reference

(b)

GLB 1
M-@
Docket 3401
[{3) x (4)}/ 365
Bocket 3401
() x (6)

Docket 3401
(®) x (8)

{7 -9
Rate Case
/(1D

¥ +(12)

GLB 1

(14) + (15) + (16)

Docket 3401

[47)* (18)] /385

Docket 3401
{(19) x 20)

Docket 3401
(19) x (22)

(18) - (23)
Rate Case
(24) / (25)

(23) + (26)

WkCap

Amount

(©

$142,185,226

$1.573474

$140,611,752

13.40

$5,162,185
9.09%
$469,243

4.19%
$216,296

$252,847
0.6500
$389,149

$605 445

$22,648,886
($921,168)

$365 465
$22,083,183

13.40
$811,002

9.09%
$73,728

4.19%
$33,985

$39,744
0.6500
561,144

$95,129

Attachment MJH -1
Docket No. 3436
September 2, 2003

Page No. 11



Line
No,

[CL I AN R

~ G

10
11
12

13

NEW ENGLAND GAS COMPANY
Gas Cost Recovery Filing
Variabie Costs Working Capital Calculation

Description
(a)

Storage Variable Non-Product Costs
Credits
Allowable Working Capital Costs

Number of Days Lag

Working Capital Requirement
Cost of Capital
Return on Working Capital Requirement

Weighted Cost of Debt
Interest Expense

Taxable Income
1 - Combined Tax Rate
Return and Tax Requirement

Storage Variabie Non-product WC Reauir,

G:Pricshar/Dkt 3436/GCR-NovO3/GCR_1103.xis

Reference

(b)

GLB 1
(1)~
Docket 3401
1(3) x (4)}/ 365
Docket 3401
() x ()

Docket 3401
(S)x (8)
NH-©

Docket 3401

10y /(11

@+ (12

WkCap

Amount

©

$1,181,867
$0
$1,181,867

13.40
$43,389

9.09%
$3,944

Attachment MdH -1
Docket No. 3436
September 2, 2003
Page No. 12
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Attachment Mdo-4

New England Gas C
August 1, 2003 g ompany
Mr. Stephen Scialabba ~
R.1. Division of Public Utilities and Carriers £ o
20 Jefferson Bivd. = = s
Warwick, R.I. 02999 =T
if. i .

Re: Dkt 3436 2002-03 Gas Cost Recovery (GCR) Reconciliation &
Deferred Responsibility Anatysis
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Dear Mr. Scialabba.

Attached are an original and nine copies of New England Gas Company s
2002-03 GCR reconciliation analysis. The reconciliation analysis 18 organized as
follows:

Attachment 1, pages 1 and 2, presents the gas cost-specific overfunder-collection
valances for the period July 20072 through June 2003, resulting in an end-of-period under-
coliection of $10,743,042 through June 30, 2003 (as shown on the bottom of page 2).

The $10,743,042 under-coliection reflects the onginally approved GCR factors for the
period July 1, 2002 through March 31, 2003, and amended GCR factors for the period
April 1, 2003 through June 30, 2003. Significantly colder-than-normal weather and
greater-than-forecast gas prices for the peried Decembes 2002 through March 2003,
prompted the interim GCR filing in March 2003.

The $10,743,042 deferred batance is comprised of five distinct cost COMPORenis;
(a) Supply Fixed, (b) Storage Fixed, {c) Supply Variable, (d) Storage Variable Product,
and (e) Storage Variable Non-product. Total Supply Fixed cOsts totaled $25,845,17Z,
while coliections were $32,73 9,315, Interest OD the monthly overfunder-collection
palances totaled $1,028. Adjusting for the $304 422 beginning deferred balance results
in the ending Supply Fixed Coost over-collection of $6,518,692. Storage Fixed Costs
totaled §9,276,511 while collections totaled $11,657,382. Monthly interest on the
deferred balances totaied ($1,450). Adjusting for the $142,241 beginming deferred
balance results in the $2,240,08C Storage Fixed Cost over-coliection. Supply Variabie
costs totaled $137,289,641. Supply Variable coliections totaied $121,674,906, resulting
in a $17,196,297 end-of-period under-coliection (adjusting for interest of $242,282,
deferred responsibiiity credits of $3,059, and the beginning deferred balance of
$1,342,339) Storage Variable Product Costs sotaled $23,613,275. Storage Variable
Product coliections were $20.836.076, resulting ina $3,055,265 under-collection
(adjusting for interest of $50.390 and beginning deferred balance of $227,676). Lastly,
Storage Variable Non-product Costs totaled $1,368,722, while collections totaied
$2.140,121. Interest on the monthly overfunder-coliection balances totaled (8,980},
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Adjusting for the beginning deferred balance of $30,63] results in an ending Storage
Variable Non-product over-collection of $749,747.

In summary, period gas costs sotaled $197.390,262 while period gas cost
coliections totaled $189,067,800. Interest on the monthly over/under-collection balances
totaled $283,270. Accounting for the $2,137,309 beginning deferred palance results in
the $10,743,042 under-collection at June 30, 2003,

Attachment 2, pages 1 and 2 summarize monthly gas costs according to the five
components previously mentioned Attachment 3 presents the calculation of mventory
financing costs. For the twelve months ended June 2003, underground storage financing
costs totaled $1,255,104, LNG inventory storage financing costs totaled $414,087, and
LP inventory financing cOSsts totaled $3,205. Of the $414,087 of LNG inventory
financing costs, $84,432 1s associated with system balancing, and therefore, are allocated
10 the Distribution Adjustment Clause (DAC) account. Thus, $329,655 of LNG
inventory financing costs are associated with the GCR. Working Capital costs are
calculated and demonstrated in Attachment 4, pages 1 through 3. As shown on Page 1 of
Attachment 4, working capital costs associated with Supply Fixed costs iotaled $110,807,
and §39,771 associated with Storage Fixed costs. The working capital cost associated
with Supply Variable costs totaled $588,606 while Storage Variable Product Cost
working capital totaled 588,587 (page2). Storage variable non-product working capital
costs totaled $5,868 and is shown on page 3 of Attachment 4. The inventory financing
costs and working capital cost calculations are consistent with the methodology approved
in Docket 3401.

Monthly firm thru-put is summarized in Attachment 5. Firm sales totaled
30,359,399 dths, FT-2 thru-put totaled 779,997 dths and FT-1 thru-put totaled 6,197,926
dths, resulting in total firm thru-put 0f37,337,322 dths.

Gas Cost Collections are summarized in Attachment 6, pages 1 and 2. As
previously mentioned, gas cost collections for the period July 2002 through March 2003
are predicated on the originally approved GCR factors while the gas cost collections for
the period April 2003 though June 2003 are predicated on the amended GCR factors. As
shown, April 2003 gas cost coliections have been adjusted to refiect the proration of the
amended GCR factors approved for gas consumption on or after April 1, 2003.

As shown on Page 1 of Attachment 6, Supply Fixed Cost collections totaled
$32.759,315. Page 2 shows Storage Fixed Cost collections of $11,657,382, Supply
Variable collections of $121,674,906, Storage Variable Product coliections of
$20,836,076, and Storage Variable Non-product collections of $2,140,121. Thus, gas
cost collections were $189,067,800 for the period July 2002 through June 2003

Gras costs, gas cost collections, interest, and the beginning deferred balances are
summarized on Attachment 7. As showr, the beginning deferred balance was $555,644
jess than forecast, (as costs were $39,032,334 greater than forecast while gas cost
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coliections were $13,004,561 greater than forecast. Interest on the monthly deferred was
$189, 644 greater than forecast.

The $13,094,561 greater than forecast gas cost collections resulted from greater
+han forecast sales/FT-2 thru-put. For the twelve momnths ended June 2003, actual
sales/FT-2 thru-put totaled 31,139,396 dths, or 2,578,026 dth greater than forecast,
resulting in greater than forecast.gas cost collections of $13,094,561 (see Attachment 8},

The throughput {sales/transportation) variance analysis is presented in Attachment
9. This analysis compares actua] and forecast firm thru-put for the twelve months ended
June 2003, Of the 2,796,957 dth variance between actual and forecast total throughput,
weather accounted for 2,890,516 dth, leaving a weather normalized variance of 93,535
dth Jess than forecast. In general, greater than forecast number of customers accounted
for greater than forecast use of 359,755 dths while less than forecast average use per
customer resulted in less than forecast use of 1,053,313 dths.

Attachment 10, pages 1 through 3 presents a summary of the gas cost variance.
Page 1 shows total period gas costs were $39,032,334 preater than forecast. ‘Of this
variance, $365,442 was due to greater than forecast fixed gas costs, $38,400,678 was due
to greater than forecast variable gas costs, while the remainder, or $266,234 was due 10
greater than forecast working capital costs, inventory financing costs, and deferred
responsibility credits. Pages 2 and 3 of Attachment 10 isolates the price and volume
component of the $38,400,678 greater than forecast variabie gas COSts. As shown on the
bottom of page 3, greater than forecast prices resulted in greater than forecast variable
costs of $19,591,864 while greater than forecast sendout resulted in greater than forecast
gas costs of $18,808,423 (8316 rounding).

In summary, the $10,743,042 end-of-penod under-coliection resulied from greater
than forecast gas costs of $39,032,334, greater than forecast gas cost collections of
$13,094,561, less than forecast beginning deferred balance of $555,644 and greater than
forecast interest of $189,644. The attached is the first reconciliation of gas costs pursuant
1o Docket No. 3401. As such, the Company is open 10 suggestions for data presentation
and analysis which would serve to facilitate this process.

Also, pursuant to discussions with the Division and the Commission, enclosed in
this filing is a customer rate-class specific deferred gas cost analysis. This analysis is
presented in pages ! through 18 of Attachment 11. This analysis assigns the gas cost
deferred balances from the five gas cost “buckets” to the respective customer classes, L.¢.
Residential and Small C & [ class, C & 1 Medium class, C & 1LLF Large class, C &1
HLF Large class, C & I LLF Extra-large class and the C & 1 HLF Extra-large cless. By
way of organization, the first fwo pages summarize the responsibility resuits. Pages three
through thirteen reflect the detail supporting the summary results, pages fourteen through
sixteen reflects the calculations assigning variable gas costs t© the respective customer
classes while pages seventeen and eighteen reflects the calculations assigning storage
variable gas costs to the respective customer classes.
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The Fixed Gas Cost deferred-components {£.8.. Supply Fixed, Storage Fixed)
were allocated to the above-mentioned customer classes in a manner consistent with the
development of the respective GCR rate components. For example, the Supply Fixed
Cost Component Factor set forth in the July 1, 2002 GCR was predicated on an allocation
of fixed gas costs to the various customer classes based on design winter sales. The
projected Residential and Small C & I customer class’ design winter sales were 83 4% of
total sales. Thus, 83.4% of supply fixed gas COSts Were allocated to the Residential and
Small C & | customer class. Such costs were compared to each customer class’ gas cost
collections to determine the customer class specific deferred balances.

The Supply Variable Cost deferred balance was allocated to the respective
customer classes using a TWo-S1€p process. First, supply variable gas costs were
segregated according 10 locked and non-locked (page 14). Locked gas COSLS Were
allocated to each customer class according to the Company’s original monthly sales
forecast (pages 14 and 15). Non-locked gas costs were allocated to each customer class
according to the difference berween actual firm sales and those votumes assigned 10 the
Company’s locked purchases (pages 15 and 16). Such customer class specific costs were

then compared to collections 10 determine the customer class specific deferred balance.

Similar to the Supply Variable deferred balance, the Storage Variable Product
cost deferred balance was allocated to the respective customer classes using a three-step
ProCess, Underground Storage COsts were segregated according 10 (a) sendout consistent
with the forecast, or locked, and (b) incremental storage, o underground storage sendout
in excess of the forecast. The storage costs consistent with the Company s forecast were
allocated similarly to locked Supply Variable Costs (page 15), while allocated according
+0 the same allocators used for assigning non-locked supply variable costs {page 16).
LNG and LP costs were assigned to sach class on the basis of actual monthly sales.

Accordingly, of the $(6,518.692) ending deferred Supply Fixed Cost balance,
$(4,893,739) 1s associated with the Residential and Small C & 1 class, $(1,049,081) 1s
associated with C & 1 Medium, $(181,062) is associated with C & 1 LLF Large,
$(219,829) with C & ] HLF Large, $(127,854) with C & 1 LLF Extra-large, and
$(47,124) with C & 1 HLF Extra-large.

Of the $(2.240,080) ending Storage Fixed Cost balance, $(1,724,348) 15
associated with the Residential and Small C & 1 class, $(102,717) with C & I Medum,
$(8,930) C & 1 LLF Large, $(63,982) with C & 1HLF Large, $(44,542) with C&ILLF
Extra-large, $(16,000) with C & I HLF Extra-large and $(279,561) with FT-2 Marketers.
Similar to the aliocation of Supply Fixed Gas Costs, Storage Fixed Gas cOSts Were
aliocated 1o the respective customer classes based on design winter throughput.

The $17,196,297 Supply Variable deferred balance consisted of $11,577.416
assigned 1o the Residential and Small C & 1 class, $3.086,282 assigned to the C &1
Medium class, $541,854 assigned to the C & T LLF Large class, $1,133,385 assigned to
the C & 1 HLF Large class, $434.378 assigned tothe C & 1 LLF Extra-large class, and
$422.986 assigned to the C & 1 HLF Extra-large class.
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The $3,055,265 Storage Variable Product deferred balance consisted of
$3,006,215 assigned to the Residentia!l and Small C & I class, $179,834 assigned to the C
& 1 Miedium class, $128,848 assigned t0 the C & I LLF Large class, $(149,256) assigned
to the C & THLF Large class, $(37,798) assigned to the C & 1LLF Extre-large class, and
$(70,924) assigned to the C & 1 HLF Extra-large class.

Of the $(749,747) ending Storage Variable Non-product deferred balance.
$(575,331)1s associated with the Residential and Small C & I class, $(71,733} withC & 1
Mediom, $(18,734) C & TLLF Large. $(7,029) with C & 1 HLF Large, $(4,655) with C
& 1 LLF Extra-large, $(5,952) with C & T HLF Extra-large, and $(66,289) with FT-2
Marketers.

In summary, the assignment of the $10,743,042 ending deferred balance at June
30, 2003 results in $7,390,213 to the Residential and Small C & 1 class, $2,042,564 to the
C & 1 Medium class, $459,975 10 the C & 1LLF Large class, $693,289 to the C & THLE
Large class, $219,530 10 the C & 1 LLF Extra-large class, $282,986 to the C & I HLF
Extra-large customer class, and $(345,850) to FT-2 Marketers.

As with the reconciliation of gas costs, this 15 the first occasion in the assignment
of the gas cost deferred balances to the respective customer ciasses. The Company is
open to suggestions in the presentation of data and analyses 1o facilitate this effort.

If you have any questions, or need additional information, please do not hesitate
1o contact me. 1 can be reached at (401) 574 - 2229

Very truly yours

ichael Harnl
Pricing Analyst
New England Gas Company

ce:  Thomas Massaro
Bruce Oliver
Steve Frias, Esquire
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New England Gas Company

Rhode Island Division

GCR: July 2002 thru June 2003 Actual vs. Fest

Deferred Balance

Gas Costs
Pipeline Fixed
Suppiier Fixed
Storage Delivery
Storage Facility
Variable Supply
Underground Storage
LNG
ILP
Wking Cap
Inventory Finance
LNGO&M
LNG to DAC
Deferred Reposnsibility
sub-total Gas Costs

(Gas Cost Collections

Interest

Deferrad

Fest Actual
$2,692,953 $2,137,300
$22.600,668 $23,312,786
$2,728,261 $2,421,580
$4,738,880 $4,670,717
$4,330,866 $4,432.499
$103,862,238 $138,063,889
$14,891,689 $15,010,666
$3.115,868 $7,534,051
$662,735
$537,321 $833,63%
$1,614,989 $1,587,964
$884.360 $884,360
{$1,037,213)  ($1,921,564)
$0 {$3.059)
$158,357,928 $197,390,262
-$175,873,239 $188,067,800
$93,626 $283,270
($14,828,731) $10,743,042

Difference

($555,644)

$622,117
($306,682)
($68,162)
$101,633
$34,201,651
$118,977
$4,418,182
$562,735
$296,318
($27,025)
(80)
($884,351)

($3.059)
$39,032,334

$13,004,561

$189,644

$25,571,773
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New England Gas Company
Rhode island Division

GCR Gas Cost Recongciliation: July 2002 - June 2003

Actual
Firm Sendout
Pipeline 26,920,408
Underground Storage 3,876,280
LNGILP 917.311
Total 31,713,999
Gas Costs
Pipeline Fixed $23,312,786
Supplier Fixed $2,421,580
Storage Delivery $4,432 499
Storage Facility $4.670,717
L NG-to-DAC: Variable {$385.371)
sub-totaf Fixed $34,452,219
Variable Supply $138,063,889
Underground Storage $15,010,666
LNGILP $8,086,786
LNG-t0-DAC: Variable ($1.536.193)
sub-total Variable $159,635,148
Whking Cap $833,639
Inventory Finance $1,587,964
LNGO &M $884,360
Deferred Reposnsibility {$3,059)
TOTAL $197,390,262

Variance Due to -
Fixed Gas Costs
Variable due to Price
Variable due to Volumes
Wk Cap/Fin/Other
Rounding

Total

23,346,598
3,768,574
447,341
27,562,513

$22,690,668
$2,728,261

54,738,880 -

$4,330,866

($401.887)
$34,086,788

$103,862,238
$14,891,689
$3.115,869

($635,326)
$121,234,470

$537,321
$1,614,989
$884,360
‘30

$158,357 928

3,673,810
107,706
469.970

4,151,486

$6822,117
($306,682)
{($306,381)
$339,851
$16.516
$365,422

$34.201,651
$118.977
$4.980.917

($200.867)
$38,400,678

$296,318
(527,025)
($0)
($3,059)

$39,032,334

$365,422
$19,591,864
$18,808,423
$266,234

$391
$39,032,334
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