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PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.
My name is Peter C. Czekanski. My business address is 100 Weybosset Street,

Providence, R1 02903.

WHAT IS YOUR POSITION AND RESPONSIBILITIES?

I am Director of Pricing for the New England Gas Company ("NEGC" or the
"Company"). My responsibilities include overseeing the design, implementation and
administration of rates charged by NEGC. 1 also direct the development of the

Company’s sales and revenue forecasts.

WHAT IS YOUR PROFESSIONAL AND EDUCATIONAL BACKGROUND?

I was first employed by Providence Gas Company (“ProvGas™) in January 1995 as a
Pricing Analyst with responsibility for assisting in rate design, tariff administration
and other regulatory activities. I was promoted to my current position in March 1998.
I have previously testified in numerous proceedings before this Commission,
including_j (1) Docket No. 3401, the Company’s most recent rate case proceeding;
(2) Docket No. 3436, the Gas Cost Recovery filing; (3) Docket Nos. 1673 and 1736,
the former ProvGas and Valley Gas cost of gas adjustment filings; (4) Docket No.
2902, enhancements to the Business Choice Program; and (5) in the Docket Nos. 3459
and 3548 in support of the Distribution Adjustment Charge. I have also testified

before the Massachusetts Department of Telecommunications and Energy on behalf of
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‘C>

North Attleboro Gas Company in Dockets D.T.E. 01-17 and D.T.E. 01-47 and Fall

River Gas Company in Docket D.T.E. 04-06.

Prior to joining NEGC, I was employed by NYNEX (now Verizon) for 24 years where
I held various positions in the Regulatory, Government Relations and Marketing
departments. While part of the Regulatory department at NYNEX, I prepared and
filed testimony and testified in various dockets before the Rhode Island,
Massachusetts and Vermont regulatory commissions on matters related to rate design,

pricing and cost issues.

My educational background includes a Bachelor of Science degree in Electrical
Engineering from Brown University. In addition, during my career at NYNEX, I

completed a variety of business and management courses.

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

The purpose of this testimony is to explain the calculation of the Gas Cost Recovery
(*GCR?”) charges to be effective with consumption on and after November 1, 2005 for
the following services: (1) firm sales service customers in the Residential Non-
Heating and Heating rate classes as well as 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.
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DO YOU HAVE ANY SCHEDULES INCLUDED WITH YOUR TESTIMONY?

Yes. I am sponsoring the following Schedules:

PCC-1 Gas Cost Recovery Schedules
PCC-2  GCR Reconciliation Filing
PCC-3  Projected Gas Cost Balances
PCC-4 Bill Impacts

PCC-5 NGV Tariff

PCC-6 Marketer Transportation Factors

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 sufficient revenues to recover projected gas costs for the period November 1,
2005 through October 31, 2006. As shown in the testimony of Mr. Beland on
Schedule GLB-1, gas costs for the period are projected to be $308.5 million for the
twelve months ended October 2006. In addition to these projected costs, the GCR
factors also reflect Working Capital Costs of $1.3 million (Schedule PCC-1, pages 8-
10), Inventory Financing Costs of $3.1 million (Schedule PCC-1, page 11), prior
period Deferred Balance of $10.4 million (Schedule PCC-1, pages 6-7; based on
actual data through July 2005 and forecast data for the period August 2005 through
October 2005), LNG Operation and Maintenance (“O&M™) Costs of $0.9 million
(Docket No. 3401), and a credit of $1.9 million associated with LNG Costs which will
be collected via the Distribution Adjustment Clause (“DAC”) factor. Thus, the GCR

factors are intended to recover $322.4 million in costs over the period November 2005
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through October 2006. Schedule PCC-1, page 1 provides a summary of the GCR

factors by customer rate class.

SCHEDULE PCC-1, PAGE 1 SHOWS A RESIDENTIAL AND SMALL C&I
GCR FACTOR OF $11.3705 PER DEKATHERM. PLEASE EXPLAIN HOW

THIS FACTOR WAS DERIVED.

The $11.3705/dekatherm (“Dth”) GCR factor consists of five gas cost components and
an uncollectible component. The five gas-cost components are Supply Fixed Costs,
Storage Fixed Costs, Supply Variable Costs, Storage Variable Product Costs and
Storage Variable Non-Product Costs.  The associated rate components are

$0.8971/Dth, $0.3307/Dth, $8.6956/Dth, $1.0753/Dth, and $0.1330/Dth respectively.

The derivation of the Supply Fixed Cost component is reflected on Schedule PCC-1,
page 2. As shown, Supply Fixed Costs total $27,456,079 (see also Schedule GLB-1;
Pipeline Demand Costs of $28,242,018, Supplier Demand Costs of $4,419,445, and
Marketer/Capacity Release Revenues of $5,205,384). Also, Working Capital Costs
(PCC-1, page 8) associated with Supply Fixed Costs of $116,720 are added and the
prior period Supply Fixed Gas Cost over-collection of $1,988,966 is subtracted,
resulting in total Supply Fixed Gas Costs of $25,583,833 to be collected over the
period November 2005 through October 2006. Because the Company’s gas-supply
resources are planned so that there is sufficient capacity to meet the needs of firm sales

customers under severe (design) winter conditions, Supply Fixed Costs (as well as
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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&I design
sales to total design sales is 77.53%. Thus, 77.53% of total Supply Fixed Costs, or
$19,835,843 is allocated to the Residential and Small C&I customer class. Dividing
$19,835,843 by the November 2005 through October 2006 forecasted sales to the
Residential and Small C&I class results in a Supply Fixed Cost rate component of

$0.8971/Dth.

HOW IS THE STORAGE FIXED COST FACTOR COMPONENT FOR THE

RESIDENTIAL AND SMALL C&I CLASS DERIVED?

The derivation of the Storage Fixed Cost factor is demonstrated on Schedule PCC-1,
page 3. As shown, Storage Fixed Costs total $10,277,403 (see also Schedule GLB-1).
Deducted from this amount are $634,893 of LNG demand costs that have been
allocated to the DAC. Added to this amount are $518,894 of supply related LNG
O&M costs and $43,198 of Working Capital Costs associated with Storage Fixed
Costs (Schedule PCC-1, page 8). Also, the prior period over-collection associated
with Storage Fixed Costs of $588,021 is subtracted. Thus, Total Storage Fixed Costs
to be collected over the period November 2005 through October 2006 amount to
$9,616,581. As with Supply Fixed Costs, the Storage Fixed Costs are allocated on the
basis of design winter throughput. Thus, 76.04%, or $7,312,869 of total Storage Fixed

Costs 1is allocated to the Residential and Small C&I customer class. Dividing
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$7,312,869 by forecasted period sales of 22,110,709 Dths results in the Storage Fixed

Cost component of $0.3307/Dth.

THE PERCENT OF RESIDENTIAL AND SMALL C & I DESIGN SALES
USED FOR ALLOCATED SUPPLY FIXED COSTS WAS 77.53%. WHY IS
THE COMPANY USING 76.04% FOR ALLOCATING STORAGE FIXED

COSTS?

A portion of the Storage Fixed Costs are required to meet the needs of FT-2
transportation customers. Thus, the projected throughput has been adjusted to
incorporate the consumption of this class of customers. Schedule PCC-6, 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?

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, along

with requirements for purchased gas working capital are components of this rate.
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HOW IS THE SUPPLY VARIABLE COST COMPONENT FOR THE

RESIDENTIAL AND SMALL C&I CUSTOMER CLASS DERIVED?

The Supply Variable Cost component is $8.6956/Dth for all customer classes,
including the Residential and Small C&I customer class. Schedule PCC-1, page 4
reflects the derivation of the $8.6956/Dth Supply Variable Cost component. As
shown, projected Variable Supply Costs are $239,465,140 (see GLB-1). Deducted
from this amount are Variable Delivery Storage Costs of $149,434, Variable Injection
Storage Costs of $83,815, and Fuel Costs Allocated to Storage of $2,346,840,
resulting in total deductions of $2,580,088. These costs have been transferred to the
Storage Variable Non-Product Cost bucket. Added to this amount are Working
Capital Costs associated with Supply Variable Costs of $1,007,031 (PCC-1, page 9)
and the prior period under-collection associated with Supply Variable Costs of
$14,159,304. Thus, total Supply Variable Costs for the period November 2005
through October 2006 are $252,051,387. Dividing $252,051,387 by projected period

sales 0f 28,985,961 Dths results in the Supply Variable Cost factor of $8.6956/Dth.

WHY AREN’T THESE COSTS ALLOCATED ON THE BASIS OF DESIGN
THOUGHPUT, AS WITH THE SUPPLY FIXED AND STORAGE FIXED

COMPONENTS?

Supply Variable Costs vary with the amount of gas actually used, and accordingly, are

allocated to the various rate classes based on projected consumption whereas Supply
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and Storage Fixed Costs are incurred to ensure the Company is able to meet customer

requirements during design-winter conditions.

HOW IS THE STORAGE VARIABLE PRODUCT COST FACTOR
ASSOCIATED WITH THE RESIDENTIAL AND C&I SMALL CUSTOMER

CLASS DERIVED?

The derivation of the Storage Variable Product Cost factor is shown in Schedule PCC-
1, page 5. As shown, projected Storage Variable Product Costs are $29,745,344.
Deducted from this amount are $1,221,854 of Balancing Related LNG costs that have
been transferred to the DAC for collection. Added to this amount are $365,465 of
Supply Related LNG O&M Costs (Docket No. 3401), $122,811 of Working Capital
Costs (PCC-1, page 9), Inventory Financing Costs of $638,940, $2,440,060 and
$45,649 for LNG, Underground Storage and LP, respectively (PCC-1, page 11). The
prior period over-collection of $969,220 is deducted. Thus, Total Storage Variable
Costs to be collected over the period November 2005 through October 2006 are
$31,167,195. Dividing $31,167,195 by forecasted period sales of 28,985,961 Dths

results in the $1.0753/Dth Storage Variable Product Cost factor.
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HOW IS THE STORAGE VARIABLE NON-PRODUCT COST FACTOR
ASSOCIATED WITH THE RESIDENTIAL AND C&I SMALL CUSTOMER

CLASS DERIVED?

The derivation of the Storage Variable Non-Product Cost factor is shown in Schedule
PCC-1, page 5. As shown, projected Storage Variable Non-Product Costs are
$1,521,162. Added to this amount are Variable Delivery Storage Costs of $149,434,
Variable Injection Costs of $83,815, and Fuel Costs Allocated to Storage of
$2,346,840. Also, Working Capital Costs of $6,467 are added to the calculation and
the prior period over-collection of $168,453 is subtracted, resulting in total Storage
Variable Non-Product Costs of $3,939,264 to be collected over the period November
2005 through October 2006. Dividing $3,939,264 by forecasied period throughput of
29,621,696 Dth’s results in the $0.1330/Dth Storage Variable Non-Product Cost

factor.

WHY WERE THE STORAGE VARIABLE NON-PRODUCT COSTS DIVIDED
BY FORECASTED THROUGHPUT OF 29,621,696 DTH WHILE STORAGE
VARIABLE PRODUCT COSTS AND SUPPLY VARIABLE COSTS WERE

DIVIDED BY FORECASTED SALES OF 28,985,961 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
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for FT-2 Marketers. Thus, a portion of the Storage Variable Non-Product Costs are

assigned to FT-2 Marketers (see PCC-6).

In summary, the $11.3705/Dth Residential and Small C&I GCR factor consists of a
$0.8971/Dth Supply Fixed Cost component, $0.3307 Storage Fixed Cost component,
$8.6956 Supply Variable Cost component, $1.0753 Storage Variable Product Cost
component and $0.1330 Storage Variable Non-Product Cost component. The sum
total of these gas cost components is $11.1317/Dth. Adjusting this rate by the 2.10
uncollectible percent results in the proposed Residential and Small C & I GCR factor

of $11.3705/Dth.

HOW ARE THE GCR FACTORS FOR THE OTHER CUSTOMER CLASSES

DERIVED?

The GCR factors for the remaining customer classes are calculated in a manner that is

identical to 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?

The Company’s current estimate is an undercollection of approximately $10,444,644
in the deferred gas cost account at the end of October 2005. This estimate is based on

the actual deferred balance at the end of June as reflected in the Company’s annual
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GCR reconciliation filed with the Division and Commission on August 2, 2005, actual
data for July 2005, and our latest August 2005 through October 2005 projection using
the current GCR factors and latest estimate of gas costs. A copy of the annual GCR
reconciliation filing is attached here as Schedule PCC-2 and the updated deferred gas
cost balance projections for July 2005 through October 2005 are provided in Schedule

PCC-1 at pages 6-7.

WHAT IS THE TOTAL DEFERRED BALANCE REFLECTED IN THE GCR

FACTORS?

Based on actual data through July 2005, and updated forecasted data for the period
August 2005 through October 2005, the total estimated deferred balance at October
31, 2005 is $10,444,644. The projected gas cost balances for the period November

2005 through October 31, 2006 are shown on Schedule PCC-3.

PLEASE DESCRIBE THE DEVELOPMENT OF THE FORECAST

THROUGHPUT REQUIREMENTS.

Development of the forecasted throughput requirements started with the historical
actual monthly number of customers and associated gas consumption by rate class.
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
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knowledge of any specific projects likely to occur as well as general economic data to
develop customer growth projections for each rate class. The rate-class throughput
forecast was then calculated for the upcoming GCR period using historic average use
per customer for the various rate classes. For the extra-large rate class, the rﬂarketing
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. Although there are less than 100 customers in
this group, these customers account for more than 12 percent of the Company’s annual
firm throughput. As a result, the Company’s marketing group is generally familiar

with these customers and their operations.

WHAT LEVEL OF MIGRATION FROM SALES SERVICE TO

TRANSPORTATION SERVICE IS REFLECTED IN THE FORECAST?

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, 2005 was held constant throughout the forecast
period. However, the Company will adjust its Gas Purchase and Incentive Plan
(“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.
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WHAT IS THE BILL IMPACT OF THE PROPOSED CHANGES?

A residential heating customer using 1,035 therms per year will experience an increase
of approximately $188 (an average $15.70 per month), or an annual 13.0 percent
increase over the currently effective rates. A summary of bill impacts for customers
with various levels of usage are provided on Schedule PCC-4. Please note, in addition
to the proposed GCR factors, the bill impact analysis also incorporates the proposed
decrease in DAC factors that was filed on August 1¥ and updated on September 1% in
Docket No. 3690 for effect November 1, 2005. The annual increase associated with
the increased GCR rates for a residential heating customer is $193 offset by $5

resulting from the decreased DAC rates.

IS THE COMPANY PROPOSING A CHANGE TO THE NGV RATE?

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 Schedule PCC-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 gas charges;
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(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, 2005

are shown on Schedule PCC-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
then divided by the forecasted firm throughput to arrive at a per therm cost. The
proposed rate of $0.0449 per therm is comparable to the current rate of $0.0399 per
therm. Schedule PCC-6, page 2 demonstrates the calculation of the $0.0449 per therm

FT-2 Marketer Charge.
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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 methodology established in Item 4.2 of the GCR tariff, the Pool Balancing
Charge is being updated to reflect the relevant Fixed and Storage Cost components.
As shown on Schedule PCC-6, page 1, the proposed balancing charge is $0.0023 per

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

HAS THE COMPANY UPDATED THE TRANSPORATION SERVICE

CHARGES ASSOCIATED WITH PIPELINE CAPACITY ASSIGNMENT?

Yes, the updated Company weighted average pipeline cost is shown on Schedule
PCC-6, page 1. The testimony of Company witness Mr. Gary Beland describes its
calculation as well as the calculation of the associated credits/surcharges applied to

marketers for pipeline capacity assignments.

DOES THIS CONCLUDE YOUR TESTIMONY?

Yes.
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New England Gas Company

Rhode Island Service Area

Line
No.

O~NOOh WN

10
11
12
13
14

15

Schedule PCC-1-3-6

Gas Cost Recovery (GCR) Filing

Variable Cost Calculation ($ per Dth)

Description

Variable Supply Costs

Less:
Non-Firm Sales
Variable Delivery Storage Costs
Variable Injection Storage Costs
Fuel Costs Allocated to Storage
Refunds
Total Credits

Plus:
Working Capital
Reconciliation Amount
Total Additions

Total Variable Supply Costs

Sales (Dt)

Supbply Variable Cost Factor

Variable

Reference

GLB 1

GLB 2/ PCC 1p5
GLB 2/ PCC 1 p5
GLB 2/ PCC 1 p5

sum [(3):(7)]
pg 9
pg 6
(10)+(11)
(1)-(8)+(12)
pg 12

(13)/(14)

Schedule PCC -1
Docket No. 3696
September 1, 2005
Page No. 4

Line

Amount No.

$239,465,140 1
$0
$149,434

$2,346,840
$0

2
3
4
$83,815 5
6
7
$2,580,088 8

$1,007,031 10

$14,159.304 11
$15,166,335 12

$252,051,387 13
28,985,961 14

$8.6956 15

9-1-05



New England Gas Company

Rhode Island Service Area

Line
No.

b N

3230w ~o

14

15

16

17

18
19
20

21
22
23
24
25
26
27
28

29

30

31

Schedule PCC-1-3-6

Gas Cost Recovery (GCR) Filing

Variable Cost Calculation ($ 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
Inventory Financing - LP
Reconciliation Amount
Total Additions

Total 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 (Dt)

Storage Variable Product Cost Factor

Sheet1

Reference

GLB1

GLB 2/Dkt 3401

(3)+(4)

Docket 3401
pg 9
pg 11

(1)-(8)+(13)

pg 12
(14) / (15)

pg 4

pg 4

pg 4

pg 10

pg 11

pg 7
sum[(22):(27)]

(17)-(20)+(28)
pg 12
(29) / (30)

Schedule PCC -1
Docket No. 3696
September 1, 2005

Page No. 5
Line
Amount No.
$29,745,344 1
2
$1,221,854 3
30 4
$1,221,854 5
6
$365,465 7
$122,811 8
$638,940 9
$2,440,060 10
$45649 11
($969,220) 12
$2,643,705 13
$31,167,195 14
28,985,961 15
$1.0753 16
$1,521,162 17
18
$0 19
$0 20
21
$149,434 22
$83,815 23
$2,346,840 24
$6.467 25
$0 26
($168,453) 27
$2,418,102 28
$3,939.264 29
29,621,696 30
$0.1330 31
9-1-05




New England Gas Company
Rhode Island Service Area

Line
No.

T0ome~NoOODNDWON =

12
13
14
15
16
17
18
19
20
21
22
23
24

25
28
27
28
29
30
31
32
33
34
35
36
37
38

Fixed t Deferred

Beginning Balance

Supply Fixed Costs

Capacity Release

Working Capital

Total Supply Fixed Costs

Supply Fixed - Collections

Prelim. Ending Balance

Month's Average Balance

Interest Rate (Bank of America Prime)

Interest Applied

Supply Fixed Ending Balance

Il Storage Fixed Cost Deferred

Beginning Balance
Storage Fixed Costs
LNG Demand to DAC
Supply Related LNG O & M
Working Capital
Total Storage Fixed Costs
TSS Peaking Collections
Storage Fixed - Collections
Prelim. Ending Balance
Month's Average Balance
Interest Rate (Bank of America Prime)
Interest Applied

Storage Fixed Ending Balance

1lI. Variable Supply Cost Deferred

Beginning Balance
Variable Supply Costs
Variable Delivery Storage
Variable Injections Storage
Fuel Cost Allocated to Storage
Working Capital
Total Supply Variable Costs
Supply Variable - Collections
Customer Deferred Responsibility
Prelim. Ending Balance
Month's Average Balance
Interest Rate (Fleet Prime)
Interest Applied

Supply Variable Ending Balance

Schedule PCC-1-3-6

Gas Cost Recovery (GCR) Filing

Deferred Gas Cost Balances

Schedule PCC -1
Docket No. 3696
September 1, 2005

Page No. 6
Jul-05 Aug-05 Sep-05 Oct-05
31 31 30 31
Preliminary Actual forecast forecast forecast Line
No.

($7,714,858) ($6,255,683) ($4,784,207) ($3.228,689) 1
$2,091,324 $2,077,456 $2,076,104 $2,077,456 2
$0 $0 $0 $0 3

$8,815 $8,757 $8,751 $8,757 4
$2,100,139 $2,086,213 $2,084,855 $2,086,213 5
$615,796 $594,148 $514,546 $836,539 6
($6,230,514) ($4,763,618) ($3,213,898) ($1,979,015) 7
($6,972,686) ($5,509,650) ($3,999,052) ($2,603,852) 8
4.25% 4.40% 4.50% 450% 9
($25,169) ($20,589) ($14,791) ($9,952) 10
($6,255,683) ($4,784,207) ($3,228,689) ($1,988,966) 11
($2,864,572) ($2,320,855) ($1,723,707) ($1,089,128) 12
$836,578 $866,659 $866,660 $866,661 13
($57,790) ($57,791) ($57,791) ($57,791) 14
$43,241 $43,241 $43,241 $43,241 15
$3,465 $3,592 $3,592 $3,592 16
$825,494 $855,702 $855,702 $855,703 17
$0 $0 $0 $0 18
$272,435 $251,011 $215,931 $351,397 19
($2,311,513)  ($1,716,164) ($1,083,936) ($584,822) 20
($2,588,043) ($2,018,510) ($1,403,822) ($836,975) 21
4.25% 4.40% 4.50% 4.50% 22
($9,342) ($7,543) ($5,192) ($3,199) 23
($2,320,855) ($1,723,707) ($1,089,128) ($588,021) 24
$6,657,808 $6,339,648 $5,899,361 $7,226,132 25
$5,377,111 $5,034,653 $6,052,616 $14,531,288 28
$0 $0 $0 $0 27
($10,034) ($12,123) ($6,371) ($8,751) 28
($63,465) ($47,724) ($30,913) ($41,229) 29
$22,356 $20,970 $25,356 $61,042 30
$5,325,968 $4,995,777 $6,040,687 $14,542,351 31
$5,666,692 $5,458,890 $4,738,144 $7,649,968 32
$851 $0 $0 $¢ 33
$6,316,233 $5,876,535 $7,201,904 $14,118,515 34
$6,487,020 $6,108,092 $6,550,632 $10,672,324 35
4.25% 4.40% 4.50% 450% 36
$23,415 $22,826 $24,228 $40,788 37
$6,339,648 $5,899,361 $7,226,132 $14,159,304 38

GCR Deferred

9-1-06



New England Gas Company
Rhode Istand Service Area

Line
No.

39
40
41
42
43

45
46
47
48
49
50
51
52
53

55

56
57
58
59
60
61
62
63

65
66
67
68

69
70
71
72
73
74
75
76
77
78

Va.

IVb. Stor Var Non-Pro

Beginning Balance
Storage Variable Prod. Costs - LNG
Storage Variable Prod. Costs - LP
Storage Variable Prod. Costs - UG
Supply Related LNG to DAC
Supply Related LNG O & M
Inventory Financing - LNG
Inventory Financing - UG
Inventory Financing - LP
Working Capital
Total Storage Variable Product Costs
Storage Variable Product Collections
Prelim. Ending Balance
Month's Average Balance
Interest Rate (Bank of America Prime)
Interest Applied

Storage Variable Product Ending Bal.

ferred
Beginning Balance
Storage Variable Non-prod. Costs
Variable Delivery Storage Costs
Variable injection Storage Costs
Fuel Costs Allocated to Storage
Working Capital
Total Storage Var Non-product Costs
Storage Var Non-Product Collections
Prelim. Ending Balance
Month's Average Balance
Interest Rate (Fleet Prime)
interest Applied

Storage Var Non-Product Ending Bal.

GCR Deferred Summary

Beginning Balance
Gas Costs
Working Capital
Total Costs
Collections
Prelim. Ending Balance
Month's Average Balance
Interest Rate (Fleet Prime)
Interest Applied

Ending Bal. W/ Interest

Under/(Over)-collection

Schedule PCC-1-3-6

torage Variable Product Cost Deferr:

Gas Cost Recovery (GCR) Filing
Deferred Gas Cost Balances

Schedule PCC -1
Docket No. 3696
September 1, 2005

Page No. 7

Jul-05 Aug-05 Sep-05 Oct-05

3 31 30 31

Preliminary Actual forecast forecast forecast Line
No.
$89,392 ($213,376) ($451,720) ($561,342) 39
$147,942 $164,183 $162,339 $176,576 40
$4,459 $0 $0 $0 4
$3,172 $0 $0 $0 42
($30,165) ($33,477) ($33,101) ($36,004) 43
$30,455 $30,455 $30,455 $30,455 44
$42,770 $46,165 $52,771 $59,466 45
$180,851 $214,153 $247,848 $284,941 46
$3,772 $3,760 $6,744 $8,030 47
$657 $679 $673 $721 48
$383,913 $425,919 $467,730 $524,185 49
$686,458 $663,022 $575,482 $929,144 50
($213,153) ($450,479) ($559,472) ($966,300) 51
($61,881) ($331,928) ($505,596) ($763,821) 52
4.25% 4.40% 4.50% 450% 53
($223) ($1,240) ($1,870) ($2,918) 54
($213,376) ($451,720) ($561,342) ($969,220) 55
($108,140) ($102,440) ($108,003) ($127,202) 56
$0 $0 $0 $0 57
$0 $0 $0 $0 58
$10,034 $12,123 $6,371 $8,751 59
$63,465 $47,724 $30,913 $41,229 60
$42 $51 $27 $37 61
$73,541 $59,897 $37,311 $50,017 62
$67.462 $65,068 $56,076 $90,704 83
($102,060) ($107,610) ($126,767) ($167,889) 64
($105,100) ($105,025) ($117,385) ($147,545) 65
4.25% 4.40% 4.50% 450% 66
($379) ($392) ($434) ($564) 67
($102,440) ($108,003) ($127,202) ($168,453) 68
($3,940,369) ($2,552,705) ($1,168,276) $2,219,772 69
$8,673,720 $8,389,459 $9,447 887 $17,984,320 70
$35,336 $34,049 $38,399 $74,148 71
$8,709,056 $8,423,508 $9,486,286 $18,058,469 72
$7,309,694 $7,032,139 $6,100,179 $9,857,752 73
($2,541,008) ($1,161,336) $2,217,831 $10,420,489 74
($3,240,688) ($1,857,021) $524 777 $6,320,130 75
4.25% 4.40% 4.50% 450% 76
($11,698) ($6,940) $1,941 $24155 77
($2,552,705) ($1,168,276) $2,219,772 $10,444,644 78
$1,399,362 $1,391,369 $3,386,107 $8,200,717

GCR Deferred

9-1-05



New England Gas Company
Rhode Island Service Area

Gas Cost Recovery (GCR) Filing
Working Capital Calculation ($ per Dth)

Line
No. Description
(a)

—

10
11
12

13

14
15
16
17

19

20
21
22

23
24

25

26
27

28

Schedule PCC-1-3-6

Supply Fixed Costs (net of Cap Rel)
Capacity Release Revenue
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

Supply Fixed Working Capital Requirement

Storage Fixed Costs

Less: LNG Demand to DAC

Less: Credits

Plus: Supply Related LNG O&M Costs
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 Fixed Working Capital Requirement

WkCap

Reference

(b)
GLB 1
M-

Docket 3401
[(3) x (4)]/ 365
Docket 3401
(5) x (8)

Docket 3401
(5) x (8)

(7)-(9
Docket 3401
(10)/ (11)

(9) +(12)

GLB 1

(14) - (15) + (16)
Docket 3401
[(17) x (18)] / 365
Docket 3401
(19) x (20)‘

Docket 3401
(19) x (22)

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

(23) + (26)

Schedule PCC -1
Docket No. 3696
September 1, 2005

Page No. 8
Line
Amount No.
(c)
$27,456,079 1
$0 2
$27,456,079 3
1340 4
$1,007,977 5
894% 6
$90,097 7
403% 8
$40,656 9
$49 441 10
0.6500 11
$76,063 12
$116,720 13
$10,277,403 14
($634,893) 15
$0 16
$518,894 17
$10,161,405 18
13.40 19
$373,049 20
8.94% 21
$33,345 22
4.03% 23
$15,047 24
$18,288 25
0.6500 26
$28,151 27
$43,198 28




New England Gas Company
Rhode Island Service Area

Line
No.

W N =

~NOoO o,

0

10
11
12

13

14
15
16
17

18
19
20
21

22
23

24
25
26

27

Gas Cost Recovery (GCR) Filing
Working Capital Calculation ($ per Dth)

Description
(@)

Supply Variable 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

Supply Variable Working Capital Requirement

Storage Variable Product Costs

Less: Balancing Related LNG Commodity (to DAC)

Plus: Supply Related LNG O&M Costs

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 Var. Product Working Capital Requir.

Scheduie PCC-1-3-6

WkCap

Reference

(b)

GLB 1
(1-@)
Docket 3401
[(3) x (4)]/ 365
Docket 3401
() x (6)

Docket 3401
(5) x(8)

(7)-(9)
Rate Case
(10y/(11)

(9) +(12)

GLB 1

(14) + (15) + (16)

Docket 3401

[(17) * (18)] / 365

Docket 3401
(19) x (20)

Docket 3401
(19) x (22)

(19) - (23)
Rate Case
(24) / (25)

(23) + (26)

Schedule PCC -1
Daocket No. 3696
September 1, 2005
Page No. 9

Amount

(€)

$239,465,140
$2,580,088

$236,885,052
13.40

$8,696,602
8.94%

$777,340

4.03%

$350,772

$426,568
0.6500

$656,259
$1,007,031
$29,745,344

($1,221,854)
$365,465

$28,888,955

13.40

$1,060,581
8.94%

$94,799

4.03%

$42,778

$52,021
0.6500

$80,033

$122,811

Line
No.

—

~N O o

©

10
1"
12

13

14
15
16
17

18

19
20
21

22
23

24
25
26

9-1-05




New England Gas Company

Rhode Island Service Area

Line
No.

N =

Gas Cost Recovery (GCR) Filing

Working Capital Calculation ($ per Dth)

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

Taxabie Income
1 - Combined Tax Rate
Return and Tax Requirement

Storage Variable Non-product WC Requir.

Schedule PCC-1-3-6

WkCap

Reference

(b)

GLB 1
M-@
Docket 3401
[(3) x (4)]/ 365
Docket 3401
(5) x (6)

Docket 3401
(5) x (8)

(7)-(9)
Docket 3401
(10)/ (1)

(9)+(12)

Schedule PCC -1
Docket No. 3696
September 1, 2005

Page No. 10
Line
Amount No.
(c)
$1,5621,162 1
$0 2
$1,621,162 3
1340 4
$55,845 5
894% 6
$4,992 7
4.03% 8
$2,252 9
$2,739 10
0.6500 11
34214 12
$6,467 13
9-1-05
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Schedule PCC-2
Docket No. 3696
September 1, 2005

PH2S New England Gas Company

August 2, 2005

Ms. Luly Massaro
Commission Clerk

R.L Public Utilities Commission
89 Jefferson Blvd.

Warwick, R.I. 02888

Re:  Docket 3436: Annual Gas Cost Recovery Reconciliation

Dear Ms. Massaro:

In accordance with the provisions of the Gas Cost Recovery ("GCR") Clause
Tariff, RIPUC NEGC No. 101, Section 2, Schedule A, Ttem 1.2, enclosed please find an
original and nine copies of the New England Gas Company’s (the "Company") annual
GCR reconciliation filing. The filing consists of six (6) schedules.

Schedule 1, pages 1 and 2, presents the gas cost-specific ending deferred balances
for the period July 2004 through June 2005, resulting in an end-of-period Balance of -
($3,940,369) through June 30, 2005 (as shown on the bottom of page 2). The
($3,940,369) balance reflects the amended GCR factors that took effect July 1, 2004 for
the period July 1, 2004 through October 31, 2004, updated GCR factors for the period

November 1, 2004 through April 30, 2005 and amended GCR factors for May 1, 2005
through the end of June.

The ($3,940,369) deferred balance is comprised of five distinct cost components:
(a) Supply Fixed, (b) Storage Fixed, (c) Supply Variable, (d) Storage Variable Product,
and (e) Storage Variable Non-product. Total Supply Fixed costs totaled $25,563,298,
while collections were $23,815,094. Interest on the monthly ending deferred balances
totaled ($209,979). Adjusting for the ($9,253,083) beginning deferred balance results in
the ending Supply Fixed Cost deferred balance of $7,714,858. Storage Fixed Costs
totaled $10,198,233 whiie coilections totaled 39,938,957, Monthly interest on the
deferred balances totaled (870,503). Adjusting for the (83,207,583) beginning deferred
balance results in the $2,864,572 Storage Fixed Cost ending deferred balance. Supply
Variable costs totaled $180,589,277. Supply Variable collections totaled $189,035,578,
resulting in a $6,657,808 ending deferred balance (adjusting for interest of $587,522,
deferred responsibility credits of $78,983, and the begining deferred balance of
$14,434,752. Storage Variable Product Costs totaled $24,985,446. Storage Variable
Product collections were $25,596,970, resulting in an $89,392 ending deferred balance

100 Weyhosset Street
Providence, Rl 02903

WWW.Negasco.com




Luly Massaro, Commission Clerk
August 2, 2005
Page 2

(adjusting for interest of $39.541 and beginning deferred balance of $661,375). Lastly,
Storage Variable Non-product Costs totaled $2,512,488, while collections totaled
$2.435,101. Interest on the monthly ending deferred balances totaled ($1,155). Adjusting
for the beginning deferred balance of ($184.372) results in an ending Storage Variable
Non-product deferred balance of $108,140.

In summary, period gas costs totaled $243,796,460 while period gas cost
collections totaled $250,854,617. Interest on the monthly ending deferred balances
totaled $345,426. Accounting for the $2,451,089 beginning deferred balance results in the
$3,940,369 over-collection at June 30, 2005.

Schedule 2, pages 1 through 2 summarize monthly gas costs according to the five
components previously mentioned. Gas Cost Collections are summarized in Schedule 3,
pages 1 and 2. As previously mentioned, gas cost collections for the period July 2004
through October 2004 are predicated on the GCR factors approved for effect starting July
1, 2004, on updated GCR factors for November 2004 through May 2005 and on amended
GCR factors for the months of May and June 2005. As shown, November 2004 and May
2005 gas cost collections have been adjusted to reflect the proration of the GCR factors

approved for gas consumption on or after November 1, 2004 and May 1, 2005
respectively.

Schedule 4 presents the calculation of inventory financing costs. For the twelve
months ended June 2005, underground storage financing costs totaled $1,986,857, LNG
mventory storage financing costs totaled $580,203, and LP inventory financing costs
totaled $59,590. Of the $580,203 of LNG inventory financing costs, $118,303 is
associated with system balancing, and therefore, is allocated to the Distribution
Adjustment Clause (DAC) account. Thus, $461,900 of LNG inventory financing costs is
associated with the GCR.

Working Capital costs are calculated and demonstrated in Schedule 5, pages 1 and
2. As shown on page 1 of Schedule 5, working capital costs associated with Supply Fixed
costs totaled $107,321, and $42,815 associated with Storage Fixed costs. The working
capital cost associated with Supply Variable costs totaled $758,079 while Storage
Variable Product Cost working capital totaled $94,756 (page 2). Storage variable non-
product working capital costs totaled $4,917 and is shown on page 2 of Schedule 5. The
inventory financing costs and working capital cost caicuiations are consistent with the
methodology approved in Docket No. 3401.

Monthly firm thru-put is summarized in Schedule 6. Firm sales, including
Transitional Sales Service ("TSS"), totaled 29,073,809 dths, FT-2 thru-put totaled 636,625

dths and FT-1 thru-put totaled 0,572,432 dths, resulting in total firm thru-put of
36,282,866 dths.

100 Weybosset Street 1595 iendon Road 155 North Main Street
Providence, Rl 02903 PC Box 7960 PO Box 911
Cumberland, Rl 02864 Fall River, MA 02727




Luly Massaro, Commission Clerk
August 2, 2005
Page 3

If there are any questions related to this filing, please do not hesitate to contact me
at (401) 574 — 23009.

V? truly yours,
LA

Peter Czekanski
Director - Pricing

cc:  Paul Roberti, Esq.
Steve Scialabba
Bruce Oliver

100 Weybosset Street 1595 Mendon Hoac! 155 North Main Street
Providgence. Rl 02002 PO Box 7900 'O Box 611
Cumberland, R 02864 Fallt River, MA 02727
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Schedule PCC -5

Section 7
New England Gas Company Miscellaneous Services
A Division of Southern Union Company Schedule A, Sheet 1

RIPUC NEGC No. 101

Fourth Revision

NATURAL GAS VEHICLE SERVICE

RATE 70

1.0 NATURAL GAS VEHICLE SERVICE

1.1 AVAILABILITY:

1.2 RATES:

1.3 MINIMUM RATE:

This rate is available for compressed natural gas dispensed
at Company-owned fueling stations for the purpose of
fueling natural gas vehicles.

No other use of gas will be included in this rate for billing
purposes.

Customer Charge: $5.00 per month
Energy Charge:

Distribution Charge: $0.1697 per Therm
Commodity Charge: $0.8882 per Therm

Customer Charge

1.4 GENERAL RULES AND

REGULATIONS:

The Company's General Rules and Regulations in Section 1
of RIPUC NEGC No. 101, as in effect from time-to-time
and where not inconsistent with any specific provisions
hereof, are a part of this Schedule.

1.5 RHODE ISLAND GROSS

EARNINGS TAX:

The application of the above rates are subject to the Rhode
Island Gross Earnings Tax provisions in Section 1,
Schedule D.

2.0 INTERRUPTIBLE NATURAL GAS VEHICLE SERVICE

2.1 AVAILABILITY:

Gas service is available under this rate to any customer
requiring natural gas as a motor fuel for motor vehicle
operations.

Customer must have dual-fuel capability for the use of an
alternate fuel which may be substituted for gas when gas is

Issued: September 1, 2005

Effective: November 1, 2005
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Schedule PCC -5

Section 7
New England Gas Company Miscellaneous Services
A Division of Southern Union Company Schedule A, Sheet 2
RIPUC NEGC No. 101 Fourth Revision

NATURAL GAS VEHICLE SERVICE
RATE 70

not available under this tariff, or customer must have use of
a vehicle powered by an alternate fuel which may be
substituted for the NGV vehicle when gas is not available
under this tariff.

2.2 RATES: The interruptible rate shall be set for the upcoming month
after 10:30 a.m. five (5) business days prior to the
commencement of that month. Upon setting the non-firm
service rate, if the Company obtains a new, lower gas
supply, the rate may be reduced prior to the first calendar
day of the month. The customer must notify the Company
by 9:00 a.m. two (2) business days prior to the ‘
commencement of that month of the intention to take
Interruptible Natural Gas Vehicle Service.

Customer Charge:  $5.00 per month

Energy Charge:
The rate for interruptible service will be equal to the
Company's incremental gas cost, $.085/Therm margin,
plus $.15/Therm for the cost of compression.

2.3 MINIMUM RATE:  Customer Charge

24 GENERAL RULES AND
REGULATIONS: The Company's General Rules and Regulations in Section 1
of RIPUC NEGC No. 101, as in effect from time-to-time
and where not inconsistent with any specific provisions
hereof, are a part of this Schedule.

2.5 RHODE ISLAND GROSS
EARNINGS TAX: The application of the above rates are subject to the Rhode
Island Gross Earnings Tax provisions in Section 1,

Schedule D.
2.6 NOTIFICATION OF
INTERRUPTION/
Issued: September 1, 2005 Effective: November 1, 2005
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Schedule PCC -5

Section 7
New England Gas Company Miscellaneous Services
A Division of Southern Union Company Schedule A, Sheet 3
RIPUC NEGC No. 101 Fourth Revision
NATURAL GAS VEHICLE SERVICE
RATE 70
CURTAILMENT: Customer will curtail or discontinue service when, in the

sole opinion of the Company, such curtailment or
interruption is necessary in order for it to continue to supply
the gas requirements of its firm customers at such time.

2.7 FAILURE TO
CURTAIL: For any period that a customer fails to curtail the use of gas
as requested by the Company, the rate for gas consumption
will be equal to the highest cost gas required to meet
demand during the curtailment period, plus $1.55 per
Therm.

Issued: September 1, 2005 Effective: November 1, 2005
F:\pricshar\Dkt 3696 - GCR Nov 2005\PCC-5 NGV-tariff.doc







New England Gas Company Schedule PCC - 6
Rhode Island Service Area Docket No. 3696
Gas Cost Recovery (GCR) Filing September 1, 2005

Page No. 1

Summary of Marketer Transportation Factors

ltem Reference Proposed Billing Units
FT-2 Firm Transportation Therms throughput of
Marketer Gas Charge pg 2 $0.0449 Marketer Pool

Per % of balancing
elected per Therm

throughput of Marketer
Pool Balancing Charge pg 3 $0.0023 Pool
Weighted Average
Upstream Pipeline
Transportation Cost GLB-5 $0.1308 Per Therm of capacity

G:Pricshar/Dkt 3436/GCR-Nov04/Schedule PCC-1-3-6 Summary Mkter 9-1-05



New England Gas Company
Rhode Island Service Area

Gas Cost Recovery (GCR) Filing

Calcualtion of FT-2 Marketer Gas Charge

|. Determination of FT-2 Storage Fixed Cost Factor

Allocated Storage Fixed Costs

1
2 C &I Medium

3 C &lLarge LLF

4 C &l Large HLF

5 C & | Extra Large LLF
6 C & | Extra Large HLF
7 sub-total

8 Through-put (dth)

9 Storage Fixed Factor

Il. Storage Variabie Cost Factor

TOTAL FT-2 Gas Marketer Charge (per Dth)

Uncollectible %

reference
PCC 1,pg 3
PCC1,pg 3
PCC1,pg3
PCC1,pg3
PCC1,pg3

sum ([1]:[6])

PCC 1, pg 12

[71/18]

PCC1, pg1

Dkt 3401

TOTAL FT-2 Gas Marketer Charge adj for uncollectible ($/dth)

G:Pricshar/Dkt 3436/GCR-Nov04/Schedule PCC-1-3-6

FT2 Mkter

Schedule PCC -6
Docket No. 3696
September 1, 2005
Page No. 2

$1,470,119
$535,329
$150,774
$78,767
$68.724
$2,303,713
7,510,987

$0.3067

$0.1330

$0.4397
2.10%

$0.4491

9-1-05




New England Gas Company Schedule PCC -6
Rhode Island Service Area Docket No. 3696
Gas Cost Recovery (GCR) Filing September 1, 2005

Page No. 3

Calculation of Pool Balancing Charge

Medium Large Large Extra Large Exira Large é

reference ca&l LLE HLF LLF HLF Total |

1 Throughput (dth) PCC-1,pg12 4,704,091 1,597,668 624,969 240,356 343,903 7,510,987

2 % aliocation 62.63% 21.27% 8.32% 3.20% 4.58% 100.00%

3  Supply Fixed Cost Factor PCC-1,pg1 $0.8560 $0.9093 $0.6542 $0.8899 $0.5420

4 Storage Fixed Cost Factor PCC-1,pg1 $0.3125 $0.3351 $0.2413 $0.3277 $0.1998

5 Storage Variabie Cost Factor PCC-1,pg1 $1.0753 $1.0753 $1.0753 $1.0753 $1.0753

6 Class Specific Pool Balancing Charge ([11+[21+[3]) x 1% $0.0224 $0.0232 $0.0197 $0.0229 $0.0182

7 Class Specific Weighted Average ({ $/dth ) 161 x [2] $0.0141 $0.0049 $0.0016 $0.0007 $0.0008 $0.0222

8 Uncollectible % Docket 3401 2.10% 2.10% 2.10% 2.10% 2.10%

9 Pool Balancing Charge adjusted for Uncollectible {71/ (1-[8]) $0.0144 $0.0050 $0.0017 $0.0007 $0.0008 $0.0226

G:Pricshar/Dkt 3436/GCR-Nov04/Schedule PCC-1-3-6 Pool Bal 9-1-06



