" KEEGAN WERLIN LLP

19 N nL ey
2005 SEP 3n 27 ATTORNEYS AT LAW
" o 265 FRANKLIN STREET

" 'BOSTON, MASSACHUSETTS 02110-3113 TELECOPIERS:
— (617) 951- 1354

(617) 951-1400 (617) 951- 0586

September 30, 2005
VIA HAND DELIVERY

Luly Massaro, Commission Clerk
Public Utilities Commission

89 Jefferson Boulevard

Warwick, RI 02888

Re: - Docket No. 3696, Annual Gas Cost Recovery Filing

Dear Ms. Massaro:

Enclosed please find an original and nine (9) copies of the testimony of Peter Czekanski
and Gary Beland in support of the above referenced filing. Please note, these proposed rates
supplement those requested in the Company’s September 1, 2005 filing and reflect the customer
class-specific factors necessary for New England Gas Company (“Company”) to collect
sufficient revenues to recover projected gas costs for the period November 1, 2005 through
October 31, 2006.

Thank you for your attention to this filing.

Sincerely,

C

Chery . Kimball
(R.I. Bar # 6458)

Enclosure
ce: Service List
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PAGE 1 OF 5

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

My name is Peter C. Czekanski. ‘My business address is 100 Weybosset Street,

Providence, RI 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 forecast.
HAVE YOU PREVIOUSLY SUBMITTED TESTIMONY IN THIS DOCKET?

Yes, my most recent testimony in support of the Gas Cost Recovery (“GCR”) rates

was in the Company’s September 1, 2005 GCR filing (the “Initial Filing”).
WHAT IS THE PURPOSE OF YOUR TESTIMONY?

The purpose of my testimony is to describe the updated calculation of the proposed
Gas Cost Recovery (“GCR”) charges to be effective with consumption on and after
November 1, 2005 for the following services: (1) firm sales service to 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

Fi\pricshar\Dkt 3696 - GCR Nov 2005\update_10-01-05\Supplemental Testimony-PCC 9-30-05.doc
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Marketer Charges and factors associated with transportation services billed to Gas

Marketers. My testimony will also address the Natural Gas Vehicle (“NGV”) rate.

DO YOU HAVE ANY SCHEDULES INCLUDED WITH YOUR TESTIMONY?

Yes. I am sponsoring the following Schedules:

PCC-1 Revised GCR Factors

PCC-4 Bill Impact Analysis

PCC-5 NGV Tariff

PCC-6 Marketer Transportation Factors

PCC-7 Deferred Gas Cost Balances without Updated GCR

WHY IS THE COMPANY PROPOSING TO AMEND THE PREVIOUSLY

PROPOSED GCR RATES?

The Company is proposing to amend the previously proposed GCR rates so that
customers using gas this winter are paying rates reflective of the costs being incurred
by the Company for that gas. The Initial Filing made by the Company on September
1, 2005 relied on projections of gas costs based on natural gas futures listed on the
New York Mercantile Exchange (“NYMEX”) as of August 25, 2005. As discussed in
the testimony of Mr. Beland, gas costs have escalated since that time and, projections
through October 2006 have increased significantly. Updating the proposed GCR
factors will estabiish the correct price signals to customers and will better align the
rates being paid by customers with the actual costs being incurred to meet their energy

needs.

Fapricshar\Dkt 3696 - GCR Nov 2005\update_10-01-05\Supplemental Testimony-PCC 9-30-05.doc
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WHAT IS THE IMPACT OF THESE INCREASED GAS COSTS ON THE
PROJECTED DEFERRED GAS COST BALANCE FOR OCTOBER 31, 2005?

In the Initial Filing, the deferred gas cost balance for October 31, 2005 was projected
to be an undercollection of $10.4 million and that is the dollar amount that was built
into the initial GCR proposal. Updating the deferred calculation to incorporate the
Company’s actual results for the month of August and to reflect the latest projections
for September and October, the current forecast is for an undercollection of $14.7

million as of October 31, 2005.

WHAT IS THE PROJECTED DEFERRED GAS COST BALANCE FOR THE
END OF OCTOBER 2006 IF THE COMPANY DOES NOT CHANGE THE
GCR RATES?

Based on the updated gas cost forecast reflected in Mr. Beland’s supplemental
testimony, Schedule GLB-1, the GCR deferred balance as of October 31, 2006 is
projected to be approximately $44.5 million without implementation of a change in the
September 1, 2005 proposed GCR rate. Schedule PCC-7, pages 1 and 2, presents the

GCR deferred balance activity by month.

F:\pricshar\Dkt 3696 - GCR Nov 2005\update 10-01-05\Supplemental Testimony-PCC 9-30-05.doc
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PLEASE PROVIDE AN OVERVIEW OF THE DEVELOPMENT OF THE

UPDATED GCR PROPOSED RATES.

The updated GCR proposed rates are developed in the same manner as described in
my September 1, 2005 direct testimony starting at page 3. Whereas the previously
proposed rates were intended to recover $322.4 million in costs over the November
2005 through October 2006 period, the updated rates proposed in this filing are
intended to recover $365.5 million over the same period. Revised Schedule PCC-1

presents the updated GCR proposed factors for effect on November 1, 2005.

HAS THE COMPANY ANALYZED THE BILL IMPACTS OF THE

PROPOSED CHANGES FOR CUSTOMERS?

Yes. If the updated GCR proposed factors were to take effect, a residential heating
would experience an increase of approximately 23.8 percent, or $345 versus the
currently effective GCR factors. A summary of bill impacts for customers with

various levels of consumption is provided on Schedule PCC-4.

IS THE COMPANY PROPOSING A CHANGE TO THE NATURAL GAS

VEHICLE (“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

F:\pricshar\Dkt 3696 - GCR Nov 2005\update_10-01-05\Supplemental Testimony-PCC 9-30-05.doc
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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.

Q. ARE THERE ANY UPDATES TO THE PROPOSED MARKETER
TRANSPORTATION RATES?

A. Yes. The FT-2 Firm Transportation Marketer Gas Charge and the Company Weighted
Average Pipeline Cost have been updated to reflect the updated gas costs. Schedule
PCC—-6 provides a summary of the revised Marketer Transportation Rates with the

details of the updated FT-2 Marketer Gas Charge shown on page 2.

DOES THIS CONCLUDE YOUR TESTIMONY?

Yes.

F:\pricshar\Dkt 3696 - GCR Nov 2005\update_10-01-05\Supplemental Testimony-PCC 9-30-05.doc
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Schedule PCC -1
Docket No. 3696
Revised September 30, 2005

New England Gas Company
Rhode Island Service Area Gas Cost Recovery (GCR) Filing

Revised Variable Cost Calculation ($ per Dth)

Page No. 4
Line Line
No. Description Reference Amount No.
1 Variable Supply Costs GLB 1 $277,913,990 1
2 Less: 2
3  Non-Firm Sales $0 3
4  Variable Delivery Storage Costs GLB 2/ PCC 1 p5 $149434 4
5  Variable Injection Storage Costs GLB 2/ PCC 1 p5 $83815 5
6  Fuel Costs Allocated to Storage GLB 2/ PCC 1 p5 $2,502,055 6
7  Refunds $0 7
8  Total Credits sum [(3):(7)] $2,735304 8
9 Plus: 9
10  Working Capital pg 9 $1,169,823 10
11 Reconciliation Amount pg 6 $18,183.729 11
12 Total Additions (10)+(11) $19,353,652 12
13 Total Variable Supply Costs (1)-(8)+(12) $294,532,238 13
14 Sales (Dt) pg 12 28,985,961 14
15 Supply Variable Cost Factor {(13)/(14) $10.1812 15
Schedule PCC-1-3-6-revised Variable 9-30-05
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Schedule PCC-1-3-6-revised

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

Gas Cost Recovery (GCR) Filing
Revised Variable Cost Calculation ($ per Dth)

Reference

GLB 1

GLB 2/Dkt 3401

(3)+(4)

Docket 3401
pg 9
pg 11
pg 11
pg 11
pg 7
sum[(7):(12)]

(1)-(5)+(13)
pg 12
(14) / (15)

GLB1

pg 4

pg 4

pg 4

pg 10

pg 11

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

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

Amount

$29,965,089

$1,373,5635
$0

$1,373,535

$365,465
$123,100
$736,207
$2,541,612
$45,649
($856,559)

$2,955,374

$31,546,928
28,985,961

$1.0884

$1,5637,821

$0

$0

$149,434
$83,815
$2,502,055
$6,537

$0
($143,348)

$2,598,493

$4,136,314

29,621,696

(=2}

$0.139

Scheduie PCC -1
Docket No. 3696
Revised September 30, 2005

Line
No.

1
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Page No. 5
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New England Gas Company

Rhode Island Service Area
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Schedule PCC-1-3-6-revised

Gas Cost Recovery (GCR) Filing

Revised Working Capital Calculation ($ per Dth)

Description
(@)

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

Schedule PCC -1
Docket No. 3696
Revised September 30, 2005

Reference Amount
(b) (c)

GLB 1 $27,456,079

$0

M-@2) $27,456,079
Docket 3401 13.40
[(3) x (4)] /365 $1,007,977
Docket 3401 8.94%
(5) x (6) $90,097
Docket 3401 4.03%
(5) x (8) $40,656

(7)-(9) $49.441
Docket 3401 0.6500
(10) /7 (11) $76,063
(9)+(12) $116,720
GLB 1 $10,277,403
($634,893)

$0

$518,894

(14) - (15) + (16) $10,161,405
Docket 3401 13.40
[(17) x (18)] / 365 $373,049
Docket 3401 8.94%
(19) x (20) $33,345
Docket 3401 4.03%
(19) x (22) $15,047
(19) - (23) $18,298
Docket 3401 0.6500
(24) / (25) $28,151
(23) + (26) $43,198
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New England Gas Company

Rhode Island Service Area
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Schedule PCC-1-3-6-revised

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.

WkCap

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

Schedule PCC -1

Reference Amount
(b) (c)
GLB 1 $277,913,990
$2,735,304
(1 -(2) $275,178,686
Docket 3401 13.40
[(3) x (4)]/ 365 $10,102,450
Docket 3401 8.94%
(5) x (6) $903,001
Docket 3401 4.03%
(5) x (8) $407,476
(7)-(9) $495,525
Rate Case 0.6500
(10)/ (11) $762,346
(9) + (12) $1,169,823
GLB 1 $29,965,089
($1,373,535)
$365,465
(14) + (15) + (16) $28,957,019
Docket 3401 13.40
[(17) * (18)]/ 365 $1,063,080
Docket 3401 8.94%
(19) x (20) $95,023
Docket 3401 4.03%
(19) x (22) $42,879
(19) - (23) $52,144
Rate Case 0.6500
(24) / (25) $80,222
(23) + (26) $123,100

Docket No. 3696
Revised September 30, 2005

Page No. 7
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New England Gas Company

Rhode Island Service Area

Line
No.
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Gas Cost Recovery (GCR) Filing

Revised 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

Taxable Income
1 - Combined Tax Rate
Return and Tax Requirement

Storage Variable Non-product WC Requir.

Schedule PCC-1-3-6-revised

WkCap

Reference

(b)
GLB 1
(1-@)

Docket 3401

[(3) x (4)]/ 365

Docket 3401
(5) x (6)

Docket 3401
(5) x (8)

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

9 +(12)

Schedule PCC -1
Docket No. 3696
Revised September 30, 2005
Page No. 8

Amount

(©)

$1,537,821
$0

$1,537,821
13.40

$56,457
8.94%

$5,046

4.03%

$2,277

$2,769
0.6500

$4,260

$6,537

Line
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Schedule PCC -5
Revised September 30, 2005

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: 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.
1.2 RATES: Customer Charge: $5.00 per month
Energy Charge:
Distribution Charge: $0.1697 per Therm
| Commodity Charge: $1.0349 per Therm

1.3 MINIMUM RATE:  Customer Charge

14 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 INTERRUPTIBL.E 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.

Issued: September 30, 2005 Effective: November 1, 2005
F:\pricshar\Dkt 3696 - GCR Nov 2005\update_10-01-05\Updated PCC-5 NGV-
tariff.doc




Schedule PCC — 5
Revised September 30. 2005

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

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

23 MINIMUM RATE:  Customer Charge

2.4 GENERAL RULES AND f
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.

Issued: September 30, 2005 Effective: November 1, 2005
F:\pricshar\Dkt 3696 - GCR Nov 20035\update_10-01-05\Updated PCC-5 NGV-
tariff.doc



Schedule PCC -5
Revised September 30, 2005

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

2.6 NOTIFICATION OF

INTERRUPTION/

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 30, 2005 Effective: November 1, 2005
F:\pricshar\Dkt 3696 - GCR Nov 2005\update_10-01-05\Updated PCC-5 NGV-
tariff.doc




New England Gas Company
Rhode Island Service Area

Revised Gas Cost Recovery (GCR) Filing

Schedule PCC -6

Docket No. 3696

Revised September 30, 2005
Page No. 1

Summary of Marketer Transportation Factors

ltem

FT-2 Firm Transportation
Marketer Gas Charge

Pool Balancing Charge

Weighted Average
Upstream Pipeline
Transportation Cost

Schedule PCC-1-3-6-revised

Reference

pg 2

pg 3

GLB-5

Summary Mkter

Proposed

$0.0456

$0.0023

$0.1560

Billing Units

Therms throughput of
Marketer Pool

Per % of balancing
elected per Therm
throughput of Marketer
Pool

Per Therm of capacity

9-30-05




New England Gas Company
Rhode Island Service Area

Revised Gas Cost Recovery (GCR) Filing

Calcuaition of FT-2 Marketer Gas Charge

1. Determination of FT-2 Storage Fixed Cost Factor

1 Allocated Storage Fixed Costs
2 C & | Medium

3 C &l Large LLF

4 C &1 Large HLF

5 C & | Extra Large LLF

6 C & | Extra Large HLF

7 sub-total

8 Through-put (dth)

9 Storage Fixed Factor

1. Storage Variable Cost Factor

“TOTAL FT-2 Gas Marketer Charge (per Dth)

Uncollectible %

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

sum ([1):[6])

PCC1,pg 12

[71/18]

PCC 1, pg1

Dkt 3401

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

Schedule PCC-1-3-6-revised

FT2 Mkter

Schedule PCC -6
Docket No. 3696

Revised September 30, 2005

Page No. 2

$1,468,282
$534,660
$150,585
$78,668
$68.638
$2,300,834
7,510,987

$0.3063
$0.1396

$0.4459
2.10%

$0.4555

9-30-05




New Engiand Gas Company
Rhode Island Service Area

1 Throughput (dth)

2 % allocation

3 Supply Fixed Cost Factor

4 Storage Fixed Cost Factor

5 Storage Variable Cost Factor

6 Class Specific Pool Balancing Charge

7 Class Specific Weighted Average ( $/dth )
8 Uncoliectible %

9 Pool Balancing Charge adjusted for Uncollectible

Schedule PCC-1-3-6-revised

Revised Gas Cost Recovery (GCR) Filing

Calculation of Pool Balancing Charge

Medium
reference Cc&l

PCC-1,pg12 4,704,091

62.63%
PCC-1, pg 1 $0.8589
PCC -1, pg 1 $0.3121
PCC-1,pg 1 $1.0884

(MH2#3]) x 1% $0.0226

[6]x[2] $0.0142
Docket 3401 2.10%
(717 (1-[8) $0.0145
Pool Bal

Large

LLE
1,597,668
21.27%

$0.9124

$0.3347
$1.0884
$0.0234
$0.0050
2.10%

$0.0051

Large

HLE
624,969
8.32%
$0.6565
$0.2409
$1.0884
$0.0199
$0.0017
2.10%

$0.0017

Scheduie PCC -6

Docket No. 3696
Revised September 30, 2005
Page No. 3

Extra Large Extra Large

LLE
240,356
3.20%
$0.8930
$0.3273
$1.0884
$0.0231
$0.0007
2.10%

$0.0008

HLF
343,903
4.58%
$0.5439
$0.1996
$1.0884
$0.0183
$0.0008
2.10%

$0.0009

Total

7,510,987

100.00%

$0.0223

$0.0230

9-30-06
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PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.
My name i1s Gary L. Beland, and my business address is 100 Weybosset Street,

Providence, Rhode Island 02903.

Q. WHAT ARE YOUR POSITION AND RESPONSIBILITIES?
I am Director of Gas Supply for New England Gas Company (“NEGC” or the
“Company”). My responsibilities include all aspects of gas-supply management including
purchasing, contracting, planning, system monitoring and control and federal regulatory

monitoring and intervention.

Q. HAVE YOU PREVIOUSLY TESTIFIED IN THIS DOCKET?
Yes, my most recent testimony in support of the Gas Cost Recovery (“GCR”) rates was

in the Company’s September 1, 2005 GCR filing (the “Initial Filing”).

WHAT IS THE PURPOSE OF YOUR TESTIMONY?
My testimony provides support for the updated gas costs estimates and other issues

relating to the Company’s proposed GCR factors.
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ARE THERE ANY ATTACHMENTS TO YOUR TESTIMONY?

Yes. I am sponsoring the following revised Schedules:

GLB-1 Summary of Projected Gas Costs

GLB-2 Gas Cost Details

GLB-3 Comparison of Locked Prices and NYMEX STRIP
GLB-5 Pipeline Path Availability and Pricing

All other Schedules remain as filed in the September 1, 2005 GCR Filing.

Q. WHY IS IT NECESSARY TO REQUEST AN INCREASE IN THE GCR AT
THIS TIME?

A. Gas prices have increased substantially from those projected in the Company’s Initial
Filing in this docket, especially prices for the winter of 2005. The average NYMEX
price for months of November to March increased from $10.68 per dekatherm to
$14.48, an increase of 35%. The average NYMEX price over the full term of the filing,

November 1, 2005 to October 31, 2006 increased from $9.65 to $12.46.

Q. WHAT FACTORS HAVE CONTRIBUTED TO THE FURTHER INCREASE IN

THE PRICE OF GAS?

A. The primary cause of the increase in the NYMEX prices is the damage to the gas

production and transmission infrastructure caused by hurricanes Katrina and Rita.
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HAVE FIXED COSTS IN THIS FILING CHANGED FROM THE COMPANY’S

INITIAL FILING?

No, they have not, however, as described above, the commodity prices have changed

substantially.

HOW HAS THE COMPANY UPDATED GAS COSTS IN THIS FILING?

The filing includes updated estimated gas costs for the period November 2005 through
October 2006. The Company has also included in its calculation of gas costs the actual
August 2005 and updated September and October 2005 gas costs and the impact of the
higher NYMEX prices for the period November 2005 through October 2006, based on

NYMEX prices as of September 28, 2005.

WHAT GAS COSTS ARE USED IN THE GCR FILING?

Revised Schedule GLB-1 provides a summary of the updated projected gas costs
reflected in this filing. As indicated above, the variable commodity GCR costs are based
on the NYMEX strip as of the close of trading on September 28, 2005 for purchases of
supply that are not already locked in under the Company’s Gas Purchasing Plan (“Plan”).
The GCR costs also reflect storage and inventory costs as of August 31, 2005 and the
projected fill and pricing for gas to be injected into storage. The purchases made under
the Plan that are included in the GCR calculations are shown in Revised Schedule GLB-2

for each individual pipeline.
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OVERALL, WHAT ARE THE PRICES AND QUANTITIES OF GAS
PURCHASED UNDER THE PLAN?

Revised Schedule GLB-3 shows a comparison of the September 28, 2005 versus the
August 25, 2005 NYMEX strip, and the average unit cost of gas purchased under the
Plan. The price and quantity of locked purchases under the Plan have not been revised

from the original filing.

HOW WERE GAS COSTS CALCULATED?

Projected gas costs were calculated using the SENDOUT model resuits as shown in the
Company’s Initial Filing, updated for the NYMEX strip pricing as of September 28,
2005. When the Company purchases supply at locations other than Henry Hub, the
pricing point for NYMEX contracts, the Company used the historical differential to the
Henry Hub price to determine the expected difference, or “basis.” Applying the basis
differential to the NYMEX pricing creates a reasonable estimate of the expected invoice

cost of the supply.

PLEASE DESCRIBE REVISEDED SCHEDULE GLB-2 PAGES 1 THROUGH
19.
Revised Schedule GLB-2, Pages 1 through 19, shows the supporting detail for gas costs

included in the filing for the period November 2005 through October 2006. The various
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schedules show the optimized, forecasted sendout by supply source and the pricing detail

by supply source and cost component.

Q. PLEASE DESCRIBE REVISED SCHEDULE GLB-5.

A. Schedule GLB-5 shows the revised pipeline surcharge/credit pricing. It has been revised

because the surcharge/credit calculation changes as commodity prices change.

Q. DOES THIS CONCLUDE YOUR TESTIMONY?

Yes, it does.
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