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YIA FEDERAL EXPRESS 
Ulanca S. Bayo, Director 
Oivi~ion of Record~ & Reporting 
Florida Public Service Commission 
2540 Shumard Oak Boulevard 
Tallahao;scc, FL 32399.{)850 

January I 0, I 'J<J7 

.. . _., , ... .., 

Rc: Docket No. bn13-GU ·· Purchased Ga.' Adju~ tment (PGA) Clau~c 

True- Up Projections and Testimony for April I 1}1)7 . Murch I WH 

Dear Ms. Bayo: 

Enclo~ed for filing in the above docket on behalf of Pet>pb Ga' Sy~tcm, Inc. 

('"Peoples"), plea~e find the origmal and 15 copies of its Petition for Approval of PGA F.Jl"lor 

for Application to Bills to be Rendered During the Per i11d April IIJ97 Throu6~ March I <J<J~r 3 7..J 17 

Enclosed also for filing on behalf of Peoples, plea.'e find 15 cup1e~ of the Oirec.rr. t:J'J '~ tJ 
Te~timony of W. Edward Elliott on behalf of People~. a' well a.' 15 co pie!. of Ccmpo,itc " 

l::xhibit EE-2 to Mr. Elliott's testimony. · 

Please acknowledge your receipt and filing of the enclo~ure~ by ~tdmpm~ the 

duplicate copy of this letter which is enclosed and returning the ~dme to the underMgncd. 

_ __.T,..b~<~ank you for your a.~sistancc. 

11 r ' ~ 
: 
...... 
..... '---
-~cln urc~ 

~ Mr. Hugh M. Grey, Ill 
' ~ ~ ~~5. Adrienc W. Guidry 
~-FMI. W. Edw,mJ Ellioll 

All Parrie~ of Record 

. . .. · ---
I 1 1 ~ 

Sincerely, 

~fV\lL~ 
DAVID M. NICHOU)ON 



·. 

CK 
FA ,) 

IC I 
w 

B!FORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In Re: Purchased Gas 
Adjustment (PGAJ True - Up 

Docket No. 970003-GU 
Submitted for Filing : 

Ol-13-97 

DIRECT TESTIMONY OP W. EDWARD ELLIOTT 
On Behalf o f Peoples Gas System Inc. 

OOClt ' t •:· " r r q - "' I\1E 

0 0 J 9 3 JAN 13 ~ 
~sc-RECOkDS/REPORTIHG 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Please state your name and bustness addres s 

My name is W. Edward Elliott . My business addr~sa 

is Suite 1600, 111 Easo: Madtson Street. 'J',lmpa, 

Florida 33602. 

By whom are you employed and ln what capacity? 

I am Manager of Gas Accountl ng for Peoples Gas 

System, Inc. ( • Peoples•). 

Please summari%e your educa t l onal background and 

prof~ssional quallflcatJ..ons . 

I graduated from the Universlty of South Florida tn 

1972 with the degree of Bachelor of Arts in 

Accounting. I have over 8 years of e xpe r1ence 1n 

the utility f1eld 

What are your pr1mary responstbLlttte s J..n your 

presenc position with Peoples? 

As Manager of Gas Accountlng. I am responsible for 

recording the Co~pany•s cost of gas. 

Have you prevtously testltled 

proceedings? 

in regul a tort 

Yes. I have just submitted LestJ..mony 1n th1s docket 

for the Final POA True-Up for the per1od April 1. 

1~~5 through March 31. 199~ 

What is the purpose o f yo.lr testlmony ~ r. thJ..s 

docket? 

The purpose of my test tmony 1s to descr ~be 
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Q. 

A. 

Q. 

generally the components of Peoples :oat of 

purchased gas, and to explain ho..., Peoples • 

projected weighted average cost of gas ( "WACOG") 

for the April 1997 through March 199 8 per1od w~R 

determined. 

Please summarize your testimony. 

I will address the follow1ng areas: 

1. How Peoples will obtain its gas 

supplies during the projected per1od . 

2. 

3 . 

~. 

5. 

Estimates and adjustments used to 

determine the amount of gas to be 

purchased from Peoples' var1ous ava1lable 

sources of supply during the projected 

period. 

Projections and assumptions us~d Lo 

tstimate the purchase price to be paid by 

Peoples for such gas supplies . 

The components and assumptions used t.o 

develop Schedules E- 3 (A) thro·1gh (GI o f 

Composite Exhlblt EE-2. 

The components and assumpt 1ons used t.o 

de•re1op Schedule E-1 o f Compos:u:: 

Exhibi t EE-2, 1nclu·ilng how Peoples• 

projected WACOG was determ1r.ed . 

Have you prepared or caused tv b~> ptepare<.i ccr t . .:r> 
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A. 

Q. 

A. 

Q. 

A. 

schedules fo~ u~e tn this p~oceed1ng? 

Yes. Compostte Exhibi t EE-? was p repa red by me o r 

under my supervtsion. 

Please descr1be how Peoples ·.nll obtal n 1 ts gas 

supplies d u r1ng the proJect ed per1od o f Apr 1l 1997 

t hrough March 1998 . 

All natural gas delivered through Pe oples' 

dist ribution system is rece tved t:~rough cwo 

interstate pipelines . Gas 1s de:~vered by F lor1rla 

Gas Transmission Company ( "FGT" l and, 1n Pe oples' 

Jacksonvillt> Division. al so by South Georgta 

Natural Gas Co mpa ny ( "South Ge orgta " ). 

In general, how does Peoples dc term1ne its sources 

of supply? 

Peoples evaluates sources of supply on the bas:s uf 

its "best value" gas acquisition stral~gy . For a 

source of supply to be tdentlfied as a "best 

value," i t must offer the best: comb1nact o n of 

price , reliability of supp ly and dependable 

operat ions , consistent wi th Peoples • obligacion as 

a public ut1licy to p1ov1de safe . adequate anc 

efficient service to the genera: pu!.>l1c Toward 

this end, Peoples has developed , and is con tlnUlng 

to enhance, a port fo l10 of f.lupp l y ao:~u! ces wh 1 ch 

r e flect a ba lance between cost, rellablllty anc 
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Q. 

A. 

operat1onal flex1b1l1ty PenplPs obta:ns 1ts gas 

entirely from th:rd party suppl1es '"'h:.-::h t::clude 

both firm and lnterruptii'•le purchaaet:J, '1a:-1ous 

pr1c1ng 

include 

mechanisms and 

spot, :lhort 

arrangements . 

purchase 

tetm and 

per1ods. 

long 

and 

term 

Could Peoples purchase all th1rd party suppl1es in 

advance for a !.ong term at the lowes t ava1lable 

fixed price in order to avo1d rising gas prtces anJ 

provide increased stability to lts cost of gas? 

No. Peoples' requir~ments for oystem supply gas at 

its gate st~tions vary significantly, not only from 

season to season or month to month, but from day to 

day as wel.1. . Often. the demand fo: gas .:.n the 

Peeples 11ystem can vary dramatically '-'lthln a mor.th 

from the lowest to the hlghest requtrtment o f 1ts 

customers . In addition. since Peoples ~rarsporLs a 

large portion of its throughput uf gas for e nd-user 

customers who purchase thelr own supp4ies d1rectly 

from producers and marketers, P~oples rece:.ves 

large quantlties of transportatlon gas purchased by 

its transporcation customers !or del:·.rery co 

Peoples' gate stat1ons on a relatlvely un1form 

basis from day to day Wlthln a month. wh1 ~c t c 

actual takes of gas out ot the Peopl~s system cy 



l 

2 

) 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

15 

16 

17 

18 

19 

:o 

21 

22 

23 

24 

2 :3 

Q . 

A. 

its transpor ting customers at thelr end-use meters 

can and does vary significantly from day to day . 

Since a significant portion of the total 

throughput volumes is received by Peoples at a 

uniform daily rate, Pecple3 is forced to inc rease 

or decrease the purchases of its own sys~em supply 

volumes by significant lnc~ements in order to 

maintain a balance between receipts and deltverles 

of gas each day . As a consequence, Peoples must 

buy a significant portion of its tvtal aystem 

requirements under swing contract arrangement s , and 

meet extreme variations in delivered volumes by 

relying on swing gas, peaking gas. pipeline 

balancing charge volumes. pipeline penalty charg~ 

volumes and pipeline no notice service at the 

prevailing rate s for such services. 

How did Peoples estimate the amount of gas to be 

purchased from various sources during the projected 

period of April 1997 through Marc h 1998? 

We began with total actual throughput of therms 

delivered to customers during a "..lase period" o f 

April 1995 through March 1996, including both sales 

of Peoples' system supply and tr~nspo~tation 

deliveries of third party gas purchased by end

users o f Peoples. Next , all volumes purchased o r 

- 5-
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Q. 

A. 

Q. 

A. 

transported for major electrtc power gent!ratlon 

were deducted, since such usage 1s expected to be 

del ivered entirely as transportatlon volumes dur1ng 

the projection period. 

What adjustment ~ were mad£ to the r~ma1ning actual 

system throughput volumes? 

Peoples antl.cipates additlonal e nd-use rs wi ll be 

converted from sales t o transportatio n service 

duri ng the proje -tion period . The total actual 

system throughput, less major electrlc power 

generation volumes, was decreased to all~w for such 

conversions to transportation. The resulttng 

remaining amount, therefore, is adjusted proJected 

period throughput. 

What v ther adjustments were then made? 

Based on the amount of firm t ransporLaL ton ,;.,pat: 1 c y 

expected to be used by end-users, tot a 1 est tmated 

end-user transportatlon volumes (other than for 

.na jor electric generation) for ::he pru)ection 

period were deducted from che adJUSted proJected 

throughput. The remain1ng amount represents the 

total estimated amount of system supp•y volumes to 

be purchased by Peoples from tht::d party s ources 

for transportation through FGT and SGNG Separace 

estimates . based on avatlable transportation 

6-
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capacity, were made for the follow1ng categories o ~ 

purchases by Peoples: 

1. Third party transportation 

direct delivery 

volumes 

2. 

3. 

4. 

purchased for 

South GenrgJ.a 

Jacksonville. 

gate statlon 

at r.he 

near 

Third party transportati o n volumes 

purchased at various FGT recel.pt points 

and transported to Peoples· gate stations 

via firm FTS-1 and FTS-2 tr~nsportatJ.on 

service . 

Third party transportation volumes 

purchased at var1ous FGT rece1pt po1nts 

and trar.sport~d to Peoples' gate statlons 

via preferred interruptlble PTS - 1 

transportation service 

No Notice Transpo rtation Serv1~e <NNTS), 

FGT Balancing Charge volume~ and FGT 

Operational Flow Order Pen~lty C~arge 

Volumes wiJ.l be utilized -:-n FGT Alert 

Days and Operat1or.al Flo w Order Days, l( 

necessary. when Pevplt:tl 1" re::ru1red by 

FGT to keep actual del1vertes withln 

scheduled del1ver1eS .withln 

tolerance levels ) 

- 7 -
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Q. 

A. 

Q. 

A. 

o. 

How were the No Not.1.ce Transportat l on Sennce 

(NNTS), FGT Balancing Charge volumes and FGT 

Penalty Charge volumes 

mined? 

item 5 above der..er 

Peop les pur-::hases lts allocated qu ant lt y •Jt NNTS 

whether or not the service .l.S acLually used . FGT 

Balancing Charge 

many as 10 days 

period. 

volumes may be purchased on as 

per month durtng the p:-o;ected 

Does Peoples expect to utilize all of tts available 

firm transportation capacit y durtng the proJection 

period? 

That depends on the amount of gas purchds..,d or 

t r ansported for electr tc power generatton a~d the 

level of market de:nand for ftrm transpo:-t.at ton 

capacity in the pipeline capac1ty release marker. 

The projection p~:.r:..od volumes are based upon the 

assumption that the demand tor gas from 5uch 

markets will be relat.l.ve ly weak as a resul': of 

lower uil pr1ces, h.1.gher gas prtces, and the 

uncertalnties inherent ln forec ast1ng dPman.J for 

gas for electrlc generat~on 

How did you estimate the purc~ase prtce co be patd 

by Peoples for each of its avallable sources of 

supply? 

• B • 
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A. 

Q. 

The estimating procedures used for each category o f 

purchases by Peoples are as fol~ows: 

1 

2. 

Third party dlrect ~~ar.spor:atlon volumes 

were estimated based o n an evaluatlon o~ 

publtshed prt ces f or r. n ,~ 

last several years fnr spoL g1s del1ve~ed 

to the FGT and Sou~herr. Na ~u ral Gas 

Company ( "SONAT" j sysr:cms ar:d futures 

market prices for the pro)eCtlon per~od 

of Apri l 1997 through Marcr :998. These 

pr ices were then adJusted to refle=t th~ 

potent ial for unexpected tncreases tn 

natural gas prtces from the base per1oc 

to the projection period. 

NNTS, FGT Balanc1ng r:harge ana rCT 

Penalty Charge volumes purchased from FGT 

were estimated based on FGT's most 

current rates on til~ w1th the F~RC and 

reasonable expectat1ons for the p~sstble 

cost of gas uttltzed by FGT as prov~ded 

for 1n the r ecently effec:tve Ba!anc1ng 

Tools Settlement 

Referring to Schedules E-3 lA) through <G) of 

compos1te Exhibit EE-2. ple~se explatn t~e 

components of these schedul es and the assumpt: on9 

. 9. 
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which were made 1n develop1ng the Company's 

projections . 

Schedule E-3 (GI lS a compllatlor. oE ::he mc-.. ::.hly 

data which appear on Schedult~fl E- 3 \A) through (F) 

for the correspond1ng rr.onths o f Aprtl 1997 

through March 1998 . 

In Schedules E-3 (Al through ( F ). Column (Al 

indicates the appllcable month Ecr all data on 

the page. 

In Column (B), "FGT" 1nd1cates that the 

volumes are to be purchased from tl1 1rd party 

suppliers for del1very v1a FGT cranspo~tat1on 

"MARKETER" indica~:es chat the volumes are to be 

purchased from a third party suppl1er for d~livery 

via SONAT and South Georgia Natura l Gas ( "So uth 

Georgia"). " THIRD PARTY" indi<.:ates that the 

volume9 are to be purchased directly fr-om varto11S 

third party suppllers for del1very lOt') F'GT or 

SONAT. 

In Column (Cj , "PGS" means the purchas·~ wt ll 

be for People~· system supply and w1ll ~~come part 

of Peoples' total WACOG. ~one of the C05ts of gaa 

or transportation for end-use purc hases by end-u~e 

customers of Peoples are 1ncluded Ln Peoples' 

WACOG. 

- l 0-
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In Column (D) ' 

t:ransportation serv1ces 

purchases 

from FGT 

of pipeLne 

under Rae.~ 

Schedule FTS-1 and FTS-2 are sp:lt 1nto tw~ 

components, commodity (or "usage") and demand 

(or•reserJation"). Both Peoples and ~nd-users pay 

the usage charge based on the act..ta! amour.t of ga:l 

transported. The FTS·l and FTS-2 commod1ty costs 

shown include all related transportat: 1or. charges 

including 'lsage, f ue l, ACA and GR!. :he FTS-l and 

FTS-2 demand component is a fixed charge basPd on 

the maximum daily quantity 0f FTS-1 and FTS-2 f1rm 

transportation c apacity reserved. End -users 

re1mburse Peoples o r directly pay FGT f or alt FTS - l 

reservation charges associated Wlth 

transportation c apacity wh1 c h Peoples :~nerveo 

uses ~n the1r oehalf S1m1lar'y, 

t:h~ 

and 

the 

transportation ra::es of SONAT and Sout:h G~org La 

also consist: of two components, a usage charge and 

a reservation charge. 

Also in Column (D) , "NO NOTICE TRANSPORTA7!~~ 

SERVICE" (or "NNTS") means Fi.JT's no not:1ce serv1ce 

provided to Peoples on a f 1xed charye basts for- u:Jc 

when Peoples• actual use exceeds ~chtdu:ed 

quantit1es. "SWING SERVICE" means the demand and 

commodity component of the cost: of th11d party 

- :1-
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supplies purchased c:o meet Peoples llsw.1ng" 

requiremenc:s for supply which fluctuate on a day

to-day basis . "COMMODITY" means th1rd party 

purchases of gas transported on FGT. SONAT vr South 

Georgia, and does not include any purchases of 

sales volumes from FGT. 

Column (E) shows the monthly quantity in 

by Peoples tor eacn therms of gas purchased 

category of system supply. 

Column ( Fl shows c:he gas purchased by end-

users for transportat~on. 

Column (0) is the total of Columns (El and (Fl 

in each row. 

Columns (H) , ( 1) • (J) and ( K) show the 

corresponding third party suppl1er commod1ty costs, 

pipeline c:ransportation commodity costR, p1pel~ne 

transportation res~rvation costs, and other charges 

(.e.....g_._, balancing charges). r especc:1vely ':'hese 

costs are determined using the actua: amounts paid 

by Peoples. ln the case of end-user 

transportation, these costs are re1mbursed to 

Peoples or paid direc t ly to FCT. ~ll AC~. CR! and 

fuel charges are included in r.hc commod1ty costs i!"' 

Column (I) and, therefore, are not shown 1n Column 

( Kl . 
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Q. 

A. 

Q. 

A. 

Column (L) 1n each row lS t:.he sum of Co lumr:s 

(H). (I), (J) and (K) d1videci by Column (Gl, 

Referring to Schedule E-1 of Compos1te Exhibtt EE 

2 , please explain t:.he component:.s of t:.hese schedules 

and the assumptions which were made in developtng 

the Company's projectlons. 

Schedule E-1 consists of three pages Page 1 

relates to Cost of Gas Purchased, Page 2 relates to 

Therms Purchased, and Page 3 relates to Cents per 

Thenn, or Cost of Gas Purchased di v 1ded by 

Therms Purchased . 

The categories or ttems on ltnes 1 thro ugh 14 

on Page 1 correspond to the similar categortes or 

items on lines 15 through 27 on Page 2, and to the 

similar categories or items on ltnes 29 through 4 5 

on p<:.ge 3. 

The data snown on Page l througn Page 3 of 

Schedule E-1 are taken directly from Schedules E-3 

(A) through (F) for the mont:.hs of Apt'! l 1997 

through March 1996. The average cost per therm for 

the total projected per1od for each item 15 llsted 

in lin~s 28 through 37 on Page 3 of Schedu l e E·l 

What information 1s preserted on Schedule E-1/R of 

composite Exhiuit EE-2? 

Schedule E-1/R of Composite Exhibtt EE-2 shows 

-13-
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Q. 

A.. 

Q . 

A. 

Q. 

A. 

Q. 

1\. 

eight months actual and four months est1mated data 

for the current period from April 1,96 (hrough 

March 1997 

What information is presented on Schedule E-2 of 

Composite Exhibit EE-2? 

Schedule E-2 of Composite Ex.hiblt EE -2 shows the 

amount of the prior period over/underrecovertes of 

gas cos ts which are included in the current PGA 

calculation. 

What is the purpose of Schedule E-4 of Composite 

Exhibit EE-2? 

Schedule E -4 of Compostte Exhibit EE-2 simply shows 

the calculation of the estimated true-up amount for 

the April 1996 through March 1997 period. It ts 

based on actual data for eight months and fo~..:r 

months of projected data. 

What information is cor.tained on Schedule E-5 of 

Composite Exhibit EE-2? 

Schedule E-5 of Composite Exhibit EE·2 ts 

statistical data which includes the proJected therm 

sales and numbers of customers by customer class 

for the period from April 1997 through MaLch 1998 . 

Does this conclude your testimony? 

Yes, it does. 

-14-
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