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Algonquin Gas Transmission Company

Claimed Rate of Return

The total return of $3,756,377 for the AFT-1(X-38) facilities and $520,360 for the Brayton Point Lateral included in Algonquin’s cost of service for those facilities, as shown on Statement A herein, is based on a rate of return of 11.21%, applied to the rate base for the period ending September 30, 2003, in the amounts of $33,509,165 for AFT-1(X-38) and $4,641,925 for Brayton Point Lateral.  Algonquin believes the 11.21% rate of return is, at the time of this filing, the minimum required to allow Algonquin to attract capital commensurate with returns being earned on investments of comparable risks, with due consideration to present economic conditions.

As shown on Statement F-2, the long-term debt cost rate is 5.71%.  An overall rate of return of 11.21% would allow Algonquin’s common equity, which comprises 53.51% of the total projected capitalization as of September 30, 2003, the opportunity to earn a rate of return of 16.0%.  The testimony and exhibits supporting the fair rate of return will indicate that the 11.21% overall rate of return and the associated 16.0% return on equity constitute fair return levels.

Algonquin’s position is that the allowed fair rate of return must reflect investor return requirements under current market conditions.  The claimed return of 16.0% falls within an appropriate range for the common equity return requirement for the Manchester Street and Brayton Point facilities, given the risks associated with recovery of the costs of those facilities, as more fully demonstrated in Statement P. 
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