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8 A. 

PBOPLBS CAS SYSrBM ORIGINAL: 
DOCXBT NO. 980003-GO 
SCBM7TTED FOR FXLXN~ 10/ 12/98 

BBFORB TBB FLORIDA PUBLIC SBRVICB C~SSION 

PRBPARBD DIR.BCT TESTIMONY 

or 

W. BOWARD B'LLIOTT 

Please state your name and business ad~ress. 

My name is w. Edward Elliott. My bus1ness address lS 702 

9 N. Franklin Street, Tampa, Florida J3601. 

10 

11 Q. 

12 

13 A . 

14 

15 

16 Q. 

By whom are you employed and in what capacity? 

1 am Manager ot Gas Accounting f or Peoples Gas System. 

( •Peoples• l . 

Please summarjze your cJu~: .. tlonal bt.ckground and 

17 protessional qualitications. 

18 

19 A . I graduated from the University of South Flor1da in 1972 

20 with the degree ot Bachelor of Arts 1n Accounting. I have 

21 over 10 years ot experience in the utility field. 

22 

23 Q What a ~., your primary responsibilities in your present 

24 position with Peoples? 

25 
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1 A. 

2 

3 

4 

5 

6 

7 Q . 

8 

9 A. 

10 

ll 

12 Q. 

13 

14 A. 

As ManAger of Gas Accouncing, I am responsible tor 

recording the Company's coscs for nacural gas and upscream 

pipeline capacity and preparing filings associaced with the 

recovery ot these coscs chr ough the Purchased Gas 

Adjustment ('PGA"}. 

Have you previously tescified in regulatory proceedings? 

Yes. I have submitted testimony on several occasions 

supporting Peoples' Purchased Gas Ad justment. 

Whac is the purpose of your testimony in chis docket? 

The purpose or my testimony is to describe generally the 

15 components of Peoples' cosc of purchased gas and upstream 

16 pipeline capacity. In my cestimony, I also explain how 

17 Peoples' projected wei~hted av .. :'age coal. of gas (" WAC{)G") 

18 for the January 1999 through Decem.u .. r 1 O'J? peL·iod was 

19 determined cllld the resulting requested IT\ilXimum PGA ("cap") . 

20 

21 Q. 

22 

23 A. 

24 

25 

Please summarize your cestimony. 

I will address che following areas: 

1. Row Peoples will obtain its gas supplies during che 

projected period 

2 
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12 

13 

14 Q. 

15 

16 

17 A. 

18 

19 

20 o. 

2. 

3. 

4. 

s. 

Estimates and adj ustments used co determine the amount 

ot gas to be purchased !rom Peoples' various available 

sources of supply during the proj e cted period 

Projections and assumptions used co estimate the 

purchase price to be paid by Peoples for such gas 

supplies 

The components and assumpt ions used to develop 

Schedules E· 3 (A) through !Gl o~ Composite Exhibit EB· 

2 

The components and assumptions used co develop 

Schedule E·1 of Composite Exhibit EE-2, including how 

Peoples• projected ~COG was determined 

Have you prepared or caused co be prepared certain 

schedules for use in this proceeding? 

'ies. Composite !MhU:>l t !:~· 2 was prepaL·od by me or under my 

supervision. 

Please describe how Peoples will obtain its gas euppliee 

21 during the proj ected period o f January 1999 through 

22 December 1999. 

23 

24 A . 

25 

All natural gaa delivered through Peoples • distribution 

system is received through two interstate pipelines . Gas 

3 
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5 Q. 

6 

7 

8 A. 

9 

10 

is delivered by Florida Gas Transmission Company ( • !?GT") 

and, i.o Peoples' Jacksonville Division, also by Souch 

Georgia Nac~ral G~s Company ( •south Georgia" ). 

In general, how does Peoples determine its sources of 

supply ? 

Peoples eval~tes, selects a.od utilizes sources o~ natural 

gas supply on the basis of its •best: value• gas acquisition 

strategy. For a source of supply co be identified as a 

11 •best value , • it must offer the best combination of price, 

12 reliability of supply and depeo.d.al:lle operations, consistent 

13 with Peoples• obligation as a public utility to provide 

14 safe, adequate and efficient service to the general public. 

15 Through a competitive bidding process. Peoples has 

16 developed, and it1 conL1nuing to enh.:1nce, a port~olio of 

17 supply sources which reflect a balance between cost, 

18 reliability a.od operational flexibility . Peoples obtains 

19 its gas entirely as third party supplies which include both 

20 firm and i nterruptible purchases, various pricing 

21 mechanisms, and various purchase periods, includlng spot , 

22 short term and long term arrangements. 

23 

24 Q. Could Peoples purchase all third party supplies in advance 

25 for a long cerm at the lowest available Hxed price in 

4 
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21 

22 

23 

24 

25 

order to provide increased stability to its cost of gas? 

No. Peoples• quantity requirements f or system supply gas 

at its gate stations vary significantly from year to year, 

season to season, month to month, and, in particular, from 

day to day. Often, the demand for gas on the Peoples 

aystem can vary dramatically within a month from the lowest 

to the highest r equirement of its customers. In addition, 

Peoples transpo rts more than 60t of its throughput of gas 

f or end-user custooers who purchase their own supplies 

directly from producers and marketers. Peoples, therefore, 

receives large quantities of customer-owned gas at its city 

gate stations on a relatively uniform basis from day to day 

within a month. The actual takes of gas out of the Peoples 

system by those same transporting customers can, and do, 

vary significancly fro:.. day to dcly . SincE' a significant 

porcion o f t he total throughput volum-"'8 is receivP<1 hy 

Peoples at a uniform daily rate, Peoples is forced to 

increase or decrease the purchases o~ its own system supply 

volumes by significant incrementa in order to maintain a 

balance between receipts and deliveries of gas each day. 

As a consequence, Peoples must buy a signi ticant portion of 

ita total system requirements under swing contract 

arrangement and meet extreme variations in delivered 

volumes by relying on swing gas, peaking gas , pipoline 

5 



1 balancing charge volumes, pipeline penalty charge volumes 

2 and pipeline no notice service at the prevailing rates for 

3 such services. 

4 

5 Q . 

6 

How did Peoples estimate the amount of gas to be purchased 

from various sources during the projected p~riod o f January 

7 1999 through December 1999? 

8 

9 A. People's projected amount of gas to be purchased is based 

10 upon the total actual throughput of therrns delivered to 

11 customers during a "base period", including both sales of 

12 Peoples' system supply and transportation deliveries of 

13 third party gas purchased by end-users of Peoples. Total 

14 throughput was then reduced by all volumes purchased or 

15 transported Cor major electric power generation, since such 

16 usage is exp~rted r o be dc~ivered entirely as 

17 transportation volumes during the project~on period 1nen, 

18 the throughput was adjusted for anticipated customer growth 

19 and normal weather. 

20 

21 Q . 

22 

23 

2 4 A. 

What adjustments were made to the remaining actual system 

throughput volumes? 

Peoples anticipates additional end·users will be converted. 

25 from sales co transportation service during the projection 

6 
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8 A. 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2 4 

25 

period. The total remaining actual system throughput was 

decreased to allow for such conversions to transportat ion. 

The resulting remaini.ng amount, therefore, is the adjunted 

projected period throughput. 

What other adjustments were made? 

Based on the amount of firm transportation capacity 

expected to be used by end-users, total estimated end-user 

transportation volumes (other than for major electric 

generation) for the projection period were deducted from 

the adjusted projected throughput. The remaining amount 

represents che total estimated amount of system supply 

volumes to be purchased by Peoples from third party sources 

for transportation through FGT and SGNG. Sep~r.\te 

estimates, based on available transportation capacity, were 

made for the followinq cat~gories of put chases by Peopleu: 

1. Third party transportation volumes purchased for 

direct delivery at the South Georgia gate station near 

J acksonville 

2 . 

3. 

Third party transportation volumes purchased at 

various FGT receipt points and transported to Peoples' 

gate stations via firm FTS-1 and FTS-2 transportation 

service 

No Notice Transportation Service (NNTS) , FGT Balancing 

7 
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10 

11 

12 A. 

13 

14 

15 

16 

17 Q. 

18 

19 

20 A. 

21 

22 

23 

24 

25 Q. 

Charge volumes and FGT Operational Flow Order Penalty 

Charge Volumes will be utilized on FGT Alert Days and 

Operational Flow Order Days, if necessary, when 

Peoples is required by FGT to keep actual deliveries 

within scheduled deliveries (within t~ r1ff tolerance 

levels) 

How were the No Notice Transportation Service (NNTS ), FGT 

Balancing Charge volumes and FGT Penalty Charge volumes · · 

item 5 above ·• determined? 

Peoples must purchase its allocated quanLity of NNTS 

whether or not the service is actually used. FGT Balancing 

Charge volumes may be purchased on as many as 10 days per 

month during the projected period. 

Does Peoples expect to utilize all or ils ava1l~ble Cirm 

transportation capacity during the projec'tion period? 

That depends on the amount of gas purchased or t t'IUlaported 

f or electric power generation and the level of market 

demand for firm transportation capacity in the pipeline 

capacity release market. 

How did you e•timate the purchase pdco to be paid by 

8 
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16 

17 

18 

19 

20 

21 Q , 

22 

23 

24 

25 

Peoples f or each o f its available sources of supply? 

The estimating procedures used for each category of 

purchases by Peoples are as follows: 

1. Third party direct transportation •olumes were 

estimated based on an evaluation of published prices 

for the last several years for spot gas delivered to 

the PGT and Southern Natural Gas Company ( •SONAT" ) 

systems and futures market prices for the projection 

per iod o f January 1999 through Decemucr 1999 . These 

prices were then adjusted to r eflect the potential for 

une:q,ected increases in natural gas prices in t h"' 

projection period. 

2. NNTS, PGT Balancing Charge and PGT Penalty Charge 

volumes purchased fr<"=• f'GT "' '-re estimated based on 

PGT's most current rates on file ~ l th the PERC and 

reas onable expectations for the possible cos t of gas 

utilized by FGT as provided for in the recently 

eff ective Balancing Tools Settlement. 

Referring t? Schedules E·3 (AI through (C) ot Composite 

Exhibit BB -2, please explain the components o f these 

schedules and the assumptions which were made in devel oping 

the Company's projections. 

9 , 
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A. Schedule B·3 (G) is a compilation or the monthly data which 

appear on Schedules 8 · 3 lA) through (F) tor the 

corr eapoodiog montha ot January 1999 through December 1999. 

In Schedules B·3 (A) through (F), Column (AI .ndicates the 

applicable month for all data on the page. 

In Column (8), •FGT• indicates that the volumes are to be 

purchased from third party suppliers f or delivery via FGT 

transportation. •MARKETER" indicates that tne volumes are 

to be purchaaed from a third party supplier tor delivery 

via SOMAT and South Georgia Natural ~as ( "South Georgia • ). 

"THIRD PARTY" indicates that the volumes are to oe 

purchased directly from various third party suppliers for 

delivery into FGT or SONAT. 

In ColWM (C), ""GS " means the purchase will be f or 

Peoples' system supply and will become part of Peoples' 

total WACOG. None of the coats o f gas or transporta t ion 

for end·use purchases by end-use customers ot Peoples are 

i n cluded in Peoples ' WACOG. 

In Column (0), purchases of pipeline transportation 

services !rom PGT under Rate Schedule FTS · 1 and FTS · 2 are 

split: int:o tvo components, comnodity (or , •age• l and 

10 



1 

2 

3 

4 

s 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

demand (or•reservat ion•). Both Peoples and end·users pay 

the usage charge based on the actual amount of gas 

transported. The FTS·l and FTS·2 coamodity costs shown 

include all related t r ansportation charges including usage, 

fuel, ACA and Gas Research Institute (•GRI. ) charges. The 

FTS · 1 and FTS ·2 demand component t s a fixed ch3rge based on 

the muamurn daily quantity of FTS·l .:and FTS <. firm 

transport~tion capaci<. y reserved. Bnd·users reimburse 

Peoples or directly pay FGT for all FTS · l r eservation 

charges associated wiLh the transportation capac ity which 

Peoples reserves and uses on their behalf. Simil arly, the 

transportation rates of SONAT and South Georgia also 

consist of t wo components, a usage charge and a reservation 

charge. 

Also in Column (0) , "NO NOTICE TRANSPORTATION SERVICE" or 

•mrrs• ) means FGT's no notice ser:!ce orovit~ed to Peopl es 

on a fixed charge b.:Lci::J f,jr use when People • acrn:1l u1e 

exceeds scheduled quantities. "SWING SERVICE • means tl.e 

20 demand and commodity component of the cost of third party 

21 supplies purchased to meet Peoples •swing • requ ~rements for 

22 supply which f luctuate on a day · to · day basis. •coMMODITY" 

23 means third party purchases of gas transported on FGT, 

24 SONAT or South Georgia, and does not include any purchases 

25 of sales volumes from FGT. 

ll 
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5 
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8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 Q. 

25 

Column (B) shows the monthly quantity in therms of gas 

purchased by Peoples for each category of syst~m supply. 

Column (F) shows the gas purchased by end·users for 

transportation. 

Column (GI is the total of Columns (B) and (PI in each row. 

Columns (HI, (I), (J) and (KI show the corresponding third 

party supplier conm.odity costs, pipeline transportation 

commodity costs, pipeline tra~portation reservation costs , 

and other charges (,e...s.., balancing charges), respectiv'!ly. 

These costs are determined using the actual amounta paid by 

Peoples. In the case of end-user transportation, these 

costs are reimbursed to r~oples v~ paid directly to ~;T. 

All ACA, GRI and fuel charges are included ir: ::lu: commodity 

costs in ColULn (II and, therefore, are not shown in Column 

(K) • 

COlumn (Ll in each row is the sum of Columns (HI , (II. (J I 

and (K) divided by Column (G) . 

Referring to Schedule B-1 of Composite Bxhibit BS- 2, 

please explain the components of these schedules and the 

12 



1 

2 

3 

4 A. 

5 

6 

7 

a 

9 

10 

11 

12 

13 

1'1 

15 

16 

17 

18 

19 

20 Q. 

21 

22 

23 A. 

24 

25 

assumptions which were made in developing the Company o s 

projections. 

Schedule B·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 Therm, o r Cost of Gas 

Purchased divided by Therms Purchased. 

The categories or items on lines 1 through 14 on Page 1 

correspond to the similar categories or items on lines 15 

through 27 on Page 2 o and to the similar categories or 

items on lines 28 through 45 on page 3. 

The data shown on Page 1 through Page 3 of Schedu.le E· l are 

taken directly from Schedules E-3 (A) through (F) for the 

months of January 1999 through ~c~ca~cr 1999 . ~he aver age 

cost per therm f or the tota.l projected period for earh J.tem 

is listed in lines 28 through 37 on Page 3 of Schedule E· l. 

What information is presented on Schedule E- 1/R o f 

Composite Exhibit EE-2? 

Schedule B-1/R of Composite Exhibit BB·2 shows Uve months 

actual and four months estimated data for the current 

period from April 1998 through December 1998. 

13 



1 Q . 

2 

3 

4 A. 

5 

What information is presented on Schedule 8·2 of Composite 

Exhib!t 88·2? 

Schedule 8·2 of Composite Exhibit EE ·~ shows the amount o f 

the prior period over/underrecovedes of gas costs which 

6 are included in the current PGA calculation. 

7 

8 Q . 

9 

10 

ll A . 

What is the purpose of Schedule 8· 4 of Composite Exhibit 

88·2? 

Schedule 8· 4 of Composite Exhibit o8 ·2 3imply shows the 

12 calculation of che estimated true-up amount fo r the April 

13 1998 thro~gh December 1998 period. It is based on actual 

14 data Cor five months and four months of projected data. 

15 

16 Q . What information is cout.cdned on Schedule t: 5 oC Comp<'!:lte 

17 Exhibit 88 · 2? 

18 

19 A. 

20 

Schedule 8·5 oC Composite Exhibit EE-2 is statistical data 

which includes the projected therm sales and numbers o! 

21 customers by customer class for the period !rom January 

22 1999 through December 1999. 

23 

24 Q . 

25 

How has the merger or Peoples Gas System and west Plorida 

Natural Gas Company on JUne 30, 1997 been accounted t or in 

l4 
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3 A. 

~ 

5 

6 

7 

8 

9 

10 

11 

12 

13 

H 

15 

16 Q. 

17 

18 A . 

19 

20 

21 

the projected WACOG? 

Beginning in April 1998, the gas supply and pipeline 

capacity for the previously separate companies were 

i ntegrated under a single operatin~ system. The estimate 

costs and projected therms used in exhibit EE·2 reflect the 

canbined gas supply, pipeline transportation, and customer 

usage for the two merged natural gas utilities. The 

resulting WACOG is a single value applicable to all of 

Peoples Gas System, including customers formerly in the 

West Florida region. Similarly, beginning witu the April 

1998 monthly actual gas cost filing, all Purchased Gas 

Ad justment filings were for the integrated, single 

operating system. 

Does this concludP your restJ,.. :;,.Iy? 

Yes, it does. 

15 
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