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Q. Please state your names and business addresses. 1 

A. My name is John E. O’Shaughnessy.  My business address is One MetroTech 2 

Center, Brooklyn, New York 11201.  My name is Ann E. Leary.  My business 3 

address is 52 Second Avenue, Waltham, Massachusetts 02451.   4 

Q. Are you the same John E. O’Shaughnessy and Ann E. Leary who submitted 5 

other direct testimony in this case? 6 

A. Yes.  Our educational backgrounds and qualifications are set forth in our 7 

individual prefiled direct testimonies in support of the Company’s permanent rate 8 

filing.   9 

Q. What is the purpose of your testimony? 10 

A.  Our  testimony explains the level of temporary rates sought by the Company, the 11 

reasons for the request and the impact to customers.   12 

Q. What action is the Company proposing to the Commission with regard to 13 

temporary rates? 14 

A. The Company is requesting temporary rates at a level that would generate 15 

additional annual gross operating revenue of $6,620,440.  This would result in a 16 

3.75% increase in customers' overall bills.  The Company is requesting that 17 

temporary rates take effect on August 24, 2008 on a service-rendered basis, and 18 

that they be applied to customers based on the rate design set forth in the 19 

Company’s filing in support of permanent rates.  This rate design is described in 20 

detail in the testimony of Gary L. Goble.   21 

Q. Why is the Company requesting temporary rates? 22 
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A. The Company is seeking temporary rates because it is earning significantly less 1 

than its allowed rate of return.  As described in more detail below, the Company 2 

is earning 589 basis points below its last allowed return and 532 basis points 3 

below the rate of return being proposed in this case.  This primarily results from 4 

the fact that rate base has more than doubled since the last rate filing more than 15 5 

years ago.  During that time, the Company has made significant investments in 6 

non-revenue producing assets.  In addition, the cost to serve customers has 7 

increased significantly.  Over the past 15 years, inflation has increased nearly 8 

50%.  Not surprisingly, the Company has experienced increases in the cost of 9 

labor, benefits and most other operating expenses, despite achieving significant 10 

cost savings through merger synergies and other efficiencies.  The impact of these 11 

factors has been further compounded by a decline in average use per customer as 12 

a result of customer conservation and energy efficiency improvements to homes 13 

and natural gas heating equipment.   14 

Temporary rates are a way of mitigating, to some degree, the problems associated 15 

with regulatory lag, while enabling the Commission and parties to the proceeding 16 

to consider the details of the Company’s permanent rate request.  Implementation 17 

of temporary rates at the level requested by the Company will create a smoother 18 

transition to any new permanent rates ordered in this case. Moreover, the 19 

settlement agreement in the KeySpan/National Grid merger specifically 20 

contemplated that the Company would make a temporary rate filing, with rates to 21 

be effective one year after consummation of the merger (i.e., August 24, 2008). 22 
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Q. Did the Company earn its allowed rate of return in the test year ended 1 

June 30, 2007? 2 

A. No. Exhibit EN 2-2-1A, which is submitted as part of the permanent rate case 3 

filing, shows that the Company earned a rate of return of 3.94% for the test year 4 

ended June 30, 2007, which is substantially less than the last allowed overall rate 5 

of return of 9.83% and is also below the 9.26% rate of return requested by the 6 

Company.   7 

Q. How was the temporary increase of $6,620,440 calculated? 8 

A. As shown on Attachment JOS/AEL-1:  Computation of Temporary Rate Increase, 9 

the proposed increase of $6,620,440 is based on the test year rate base of 10 

$148,037,338, as shown on Exhibit EN 2-4 (which is part of the permanent rate 11 

filing), an overall rate of return of 9.26% and the test year net operating income of 12 

$5,833,244, as shown in column 1 of EN-2-2-1.  For this purpose, no pro forma 13 

adjustments were made to the test year figures.  The calculated deficiency was 14 

then reduced by 50% in order to provide a gradual transition to the level of rates 15 

proposed by the Company in its permanent rate filing. 16 

Q. How did you calculate the rate of return of 9.26%?  17 

A. The rate of return is taken from Exhibit EN 3-1 of the Company’s permanent rate 18 

filing, where the calculation is shown.    19 

Q. What percentage increase does the Company’s temporary rate request 20 

represent? 21 

A. The increase is approximately 3.75% on average over the current bills on a burner 22 

tip basis, and 16.1% based on delivery rates only.  The residential heating 23 
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customer charge would change from $9.88 per 30 day month to $19.18 per month, 1 

and for the winter period the first block would change from $0.2945 per therm to 2 

$0.2290 per therm, while the second block would change from $0.1711 per therm 3 

to $0.1330 per therm.  For low income residential heating customers, the 4 

customer charge would change from $3.95 per 30 day month to $7.67 per month, 5 

and for the winter period the first block would change from $0.1178 per therm to 6 

$0.0916 per therm, while the second block would change from $0.0684 per therm 7 

to $0.0532 per therm. As described in the Report of Proposed Rate Changes – 8 

Temporary Rates, which is attached to our testimony as Attachment JOS/AEL-2, 9 

the increase for the average residential customer will be approximately $10.96 per 10 

month, while the increase for the average low income residential heating customer 11 

will be $4.51 per month. 12 

Q. Please describe the estimated bill impacts resulting from the temporary rate 13 

changes being proposed by the Company. 14 

A. The Company anticipates that the average increase for customers in the Residential 15 

Heating class will be approximately 5.0% on an annual basis.  Customers in the 16 

Residential Non-Heating class will experience a 6.9% total bill increase on average.    17 

The Commercial and Industrial High Winter Use customers (G-40 series) will 18 

experience bill impacts ranging on average from a 1.4% increase to a 2.9% increase, 19 

while Commercial and Industrial Low Winter Use customers (G-50 series) will 20 

experience bill impacts ranging on average from a decrease of 0.4% to an increase of 21 

1.4%.    22 
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Q. Are the proposed temporary rates sufficient to yield not less than a 1 

reasonable return on the cost of the property used and useful in the public 2 

service less accrued depreciation, as shown by the reports of the Company 3 

filed with the Commission? 4 

A. Yes.  Because temporary rates are reconcilable once a decision on permanent 5 

rates is issued, they should allow the Company to earn a reasonable return on its 6 

investment.  As described in Attachment JOS/AEL-1, whether calculated based 7 

on the Company’s test year rate base or the rate base reflected in the books and 8 

records on file with the Commission, the Company’s requested level of temporary 9 

rates yields a rate of return below what is currently authorized and below the rate 10 

of return sought in this proceeding.  Specifically, the additional revenue that 11 

would be generated by the temporary rate increase is 44% of the increase that the 12 

Company would be entitled to receive based on the rate base and operating 13 

expenses reflected in the Company's books and records on file with the 14 

Commission and 45% of what the Company would be entitled to receive using the 15 

last allowed rate of return.  As I noted earlier, the increase amounts to 50% of the 16 

revenue deficiency calculated based on the test year rate base and net operating 17 

income using the rate of return proposed by the Company in its permanent rate 18 

filing.      19 

Q. Are customers protected from being overcharged by temporary rates if the 20 

final rate case decision is less than the level of temporary rates? 21 

A. Yes, customers are protected because of the reconciling nature of temporary rates 22 

once permanent rates are established by the Commission.   23 
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Q. Does this conclude your testimony? 1 

A. Yes. 2 
 3 
 4 
2112835.1 5 
Feb 21 2008  10:17 AM 6 



ENERGYNORTH NATURAL GAS, INC d/b/a NATIONAL GRID NH
Computation of Revenue Deficiency For Temporary Rates

DG 08-009
Attachment JOS/AEL.1

Rate Base Proposed

Based on Books/Records
on File with PUC
Using Last Allowed
Rate of Return

Test Year Based on
Last Allowed
Rate of Return
148,037,338

Test Year Based on
Requested

Rate of Return
148,037,338

Rate Base as filed

Rate of Return

Income Required

Net Operating Income - Historical Test Year

Net Operating Income as Filed

Deficiency

Tax Effect

Revenue Deficiency

% Requested

Request for Temporary Rates

167,198,750

9.83% 9.83%

16,441,100 14,556,907

5,833,244

7,517,879

8,923,221 8,723,663

1.6814 1.6814

15,003,313 14,667,782

9.26%

13,708,258

5,833,244

7,875,014

1.6814

13,240,881

50%

6,620,440



N
at
io
na
l
G
rid

N
H

R
at
e
D
es
ig
n
Fi
lin
g

R
ep
or
t
of
P
r0
l>
0s
ed

R
at
e
C
ha
nQ

es
-
Te
m
po
ra
ry

R
at
es

A
tta
ch
m
en
t
JO
S
IA
E
L.
2

N
at
io
na
l
G
rid

N
H

D
G
08
..0
09

P
ag
e
1
of
1

R
ES
ID
EN

TI
A
L

C
&
I
H
ig
h
W
in
le
r
U
se

C
&
IL

ow
W
in
lc
l'

U
SC

C
om

bi
"e

d
IL
in
c

PI
le

16
04
.0
2

(a
)(
2)

N
on
-lI
en
l

H
en
!

L
ol

V
In

co
m

e
Sm

al
llI
ig
h

M
ed

IIi
gh

La
rg
e

H
ig
h

Sm
nl
lL
ow

M
ed
Lo
w

La
rg
e

Lo
ad

La
rg
e

Lo
ad

La
rg
e

Lo
od

Lo
rg

e
LO

(ld
N
o.

(A
fte
r

W
ln
le
rU
se

"'I
nl
er

U
se

"'I
nt
er

U
se

W
in
te
r

U
se

W
in
te
r

U
se

Fo
et
or

<9
0%

Fo
et
or

Fa
ct
or

>1
10
%

Fn
cf

or
>
90

%
D
isc
ou
nt
)

<1
10
%

1
a.
R
at
e
C
la
ss

D
es
ig
na
tio
n

/lN
SI
I

RS
II

RL
lA
P

SI
I

M
il

LI
I

SL
M
L

LL
L9
0

LL
LU

O
LL

G
U
O

LL
G

90
2

/l-
I

/l-
J

R-
I

G
-I\

G
-4
2

G
-IJ

G
-5
\

G
-5
2

G
-5
3

("
~5
4

("
~6
J

G
-6
.1

3
b.
E;
ff
ec
to
f
Pr
op
os
ed

C
ha
ng
e

4
In
cr
ea
se

(D
ec
re
as
e)

$
13
5,
48
0

$4
,1
57
,1
94

$
11
9,
71
0

$
79
5.
39
0

$
63
0,
20
7

$
17
6.
52
2

$
(1
9.
16
4)

$
31
.2
63

$
16
6.
16
3

$
3.
27
9

$
74
,7
86

$
78
.2
28

5 6 7
c.
A
ve
ra
ge

N
um

be
r
of
C
us
to
m
er
s

4.
97
5

63
,2
21

4.
53
0

7,
27
7

1,
46
4

43
1.
35
6

30
0

38
1

16
83
.2
21

8 9 10
d.
Es
tim

at
ed

A
nn
ua
l
R
ev
en
ue

11
Pr
es
en
t
R
at
es

1,
95
7.
02
5

83
,7
15
.5
61

5.
00
9,
69
6

27
,4
39
.0
51

42
,4
95
,6
15

6.
98
0.
65
2

5.
50
9,
80
7

8.
43
5.
26
3

11
.5
15
,0
95

26
0.
41
0

14
.1
87
.1
45

14
.4
47
.5
56

12
Pr
op
os
ed

R
at
es

2.
09
2,
50
5

87
.8
72
.7
55

5.
12
9.
40
6

28
,2
34
,4
41

43
.1
25
.8
21

7,
15
7.
17
4

5,
49
0.
64
3

8,
46
6,
52
5

11
,6
81
,2
57

26
3.
69
0

14
,2
61
,9
31

14
.5
25
.7
84

13 14
e.
Pr
op
os
ed

R
at
es
,
$l
bi
ll

15
Pr
es
en
t
R
at
es

$
32
.7
8

$
11
0.
35

$
92
.1
6

$
31
4.
20

$
2,
41
8.
69

$
13
.6
72
.3
6

$
33
8.
57

$
2,
34
5.
32

$2
5,
05
0.
97

$2
1.
05
7.
57

$
74
,0
97
.1
5

$
14
.4
7

16
Pr
op
os
ed

R
at
es

$
35
.0
5

$
11
5.
83

$
94
.3
6

$
32
3.
31

$
2,
45
4.
56

$
14
.0
18
.1
0

$
33
7.
40

$
2.
35
4.
01

$2
5,
41
2.
45

$2
1,
32
2.
72

$
74
,4
87
.7
5

$
14
.5
5

17
In
cr
ea
se

(D
ec
re
as
e)

$
2.
27

$
5.
48

$
2.
20

$
9.
11

$
35
.8
7

$
34
5.
74

$
(1
.1
8)

$
8.
69

$
36
1.
49

$
26
5.
15

$
39
0.
59

$
0.
08

18
Pe
rc
en
ta
ge

In
cr
ea
se

(D
ec
re
as
e

6.
92
%

4.
97
%

2.
39
%

2.
90
%

1.
48
%

2.
53
%

-0
.3
5%

0.
37
%

1.
44
%

1.
26
%

0.
53
%

0.
54
%

N
O
TE

S: D
at
a
ab
ov
e
im
pu
te
s
ga
s
su
pp
ly

co
st
s
fo
rt
ra
ns
po
rta
tio
n

cu
st
om

er
s

eq
ua
l
to
cu
rr
en
t
C
O
G

ra
te
s
fo
rb
ot
h
pr
es
en
t
an
d
pr
op
os
ed

ra
te
s.


