







Q.
Please state your name and business address.

A.
My name is W. Edward Elliott.  My business address is 702 N. Franklin Street, P. O. Box 2562, Tampa, Florida 33601-2562.

Q.
By whom are you employed and in what capacity?

A.
I am Manager of Gas Accounting for Peoples Gas System ("Peoples" or "Company"), a division of Tampa Electric Company. 

Q.
Please summarize your educational background and professional qualifications.

A.
I graduated from the University of South Florida in 1972 with the degree of Bachelor of Arts in Accounting.  I have over 17 years of experience in the utility field.

Q.
What are your primary responsibilities in your present

position with Peoples?

A.
As Manager of Gas Accounting, I am responsible for recording the Company's costs for natural gas and upstream pipeline capacity and preparing filings associated with the recovery of these costs through the Purchased Gas Adjustment ("PGA").

Q. Have you previously testified in regulatory proceedings before this Commission?
A.
Yes. I have submitted testimony on several occasions supporting Peoples’ Purchased Gas Adjustment.
Q.
What is the purpose of your testimony in this docket?
A.
The purpose of my testimony is to describe generally the components of Peoples' cost of purchased gas and upstream pipeline capacity.  In my testimony, I also explain how Peoples' projected weighted average cost of gas ("WACOG") for the January 2006 through December 2006 period was determined and the resulting requested maximum PGA (“Cap”).
Q.
Please summarize your testimony.

A.
I will address the following areas:

1.
How Peoples will obtain its gas supplies during the projected period.

2.
Estimates and adjustments used to determine the amount of gas to be purchased from Peoples' various available sources of supply during the projected period.

3.
Projections and assumptions used to estimate the purchase price to be paid by Peoples for such gas supplies.


4.
The components and assumptions used to develop Peoples' projected WACOG.

Q.
What is the appropriate final purchased gas adjustment true-up amount for the period January 2004 through December 2004?

A.
The final PGA true-up amount for the year 2004 is an underrecovery of $12,577,822.

Q.
What is the estimated purchased gas adjustment true-up amount for the period January 2005 through December 2005?

A.
The estimated PGA true-up amount for 2005 is an overrecovery of $15,709,214.
Q.
What is the total purchased gas adjustment true-up amount to be collected during the period January 2006 through

December 2006?
A.
The total PGA true-up amount to be refunded in 2006 is an overrecovery of $3,131,392.

Q.
Have you prepared or caused to be prepared certain schedules for use in this proceeding?

A.
Yes.  Composite Exhibit EE-2 was prepared by me or under my supervision.
Q.
Please describe how Peoples will obtain its gas supplies during the projected period of January 2006 through December 2006.

A.
All natural gas delivered through Peoples' distribution system is received through three interstate pipelines.  Gas is delivered through Florida Gas Transmission Company ("FGT"), through Southern Natural Gas Company ("SONAT") and South Georgia Natural Gas Company ("South Georgia") in Peoples' Jacksonville Division, and through Gulfstream Natural Gas System (“Gulfstream”) in Peoples’ Highlands, Tampa, and Orlando Divisions.  Receiving gas supply through multiple interstate pipelines provides valuable flexibility and reliability to serve customers.
Q.
In general, how does Peoples determine its sources of supply?
A.
Peoples evaluates, selects and utilizes sources of natural gas supply on the basis of its "best value" gas acquisition strategy.  For a source of supply to be identified as a "best value," it must offer the best combination of price, reliability of supply, and flexibility, consistent with Peoples' obligation as a public utility to provide safe, adequate and efficient service to the general public.  Through a competitive bidding process, Peoples has a portfolio of supply sources from numerous third-party suppliers that reflect balance between cost, reliability and operational flexibility.

Q.
Could Peoples purchase all third party supplies in advance for a long term at the lowest available fixed price in order to provide increased stability to its cost of gas?

A.
No.  Peoples' quantity requirements for system supply gas vary significantly from year to year, season to season, month to month and, in particular, from day to day.  The demand for gas on the Peoples system can often vary dramatically within a month from the lowest to the highest requirement of its customers.  In addition, Peoples’ transportation throughput will continue to increase during the projected period as approximately 220 customers per month are continuing to transfer from sales service to transportation service under the NaturalChoice program.  The actual takes of gas out of the Peoples system by those same transporting customers varies significantly from day to day. Since significant portions of the total transportation volumes are received by Peoples at a uniform daily rate, Peoples is forced to increase or decrease the volumes purchased for its own system supply by significant increments in order to maintain a balance between receipts and deliveries of gas each day.  As a consequence, Peoples must buy a portion of its total system requirements under swing contract arrangements, and meet extreme variations in delivered volumes by relying on swing gas, peaking gas, pipeline balancing charge volumes and pipeline no notice service at the prevailing rates for such services.
Q.
How did Peoples estimate the amount of gas to be purchased from various sources during the projected period of January 2006 through December 2006?
A.
Peoples’ projected gas purchases are based on the
Company’s preliminary total throughput of therms delivered to customers projected for 2006, including both sales of Peoples' system supply and transportation deliveries of third party gas purchased by end-users of Peoples. The throughput was then adjusted for the anticipated level of transportation service, including the anticipated conversions under the Company's NaturalChoice program.

Q.
How are revenues derived from Peoples' Swing Service Charge accounted for through the PGA?

A.
Customers who participate in the NaturalChoice program pay a Swing Service Charge.  The Swing Service Charge covers costs included in the PGA for balancing the difference between marketer-supplied gas and the customers’ actual consumption.  The revenues from the Swing Service Charge are credited to the PGA to offset this expense.

Q.
Is Peoples seeking a change in the Swing Service Charge?

A.
Not at this time.  However, to the extent a portion of the swing costs are assigned to the PGA, Peoples may seek to readdress its Swing Service Charge expenses and the allocation thereof in a subsequent docket before the Commission.  This is because on November 1, 2005, Peoples will begin its sixth year of making transportation service available to all non-residential customers pursuant to Commission Order No. PSC-00-1814-TRF-GU, issued October 4, 2000.  Over the past five years, both the number of transportation customers and the volumes of natural gas tendered to Peoples for transportation have increased dramatically.  This continued migration has increased the amount of natural gas the Company purchases on a swing basis to cover all customers’ seasonal, weekly, and daily peaks.  In addition to the increase in the quantity of natural gas supply purchased for Swing Service, the cost of natural gas supply has increased significantly since the inception of Peoples’ NaturalChoice Program.  Therefore, the increased expenses associated with the provision of Swing Service may need to be recalculated and allocated based on current costs and transportation service levels.

Q.
How did you estimate the purchase price to be paid by Peoples for each of its available sources of gas supply?

A.
The price to be paid for natural gas is estimated based on an evaluation of published prices for the last several years for spot gas delivered to the FGT and SONAT systems, futures contracts as reported on the New York Mercantile Exchange and industry forecasts of market prices for the projection period of January 2006 through December 2006.  These prices are then adjusted to reflect the potential for unexpected increases particularly in the monthly and daily markets for natural gas prices in the projection period.



Peoples filed a petition for approval of a mid-course correction in early September 2005 in order to reduce the amount of its cost underrecovery going into 2006.  That petition is pending before the Commission at this time.



The primary reason for Peoples mid-course correction filing was a drastic increase in the price of natural gas during the recent months.  A convergence of fundamental factors has resulted in an extraordinary environment affecting natural gas pricing.  In addition, Hurricane Katrina interrupted Gulf of Mexico supply production some of which has not come back on line.  There are no current indications that natural gas prices will experience any meaningful decrease in the next several months.
Q.
Referring to Schedules E-3 (A) through (G) of Composite

Exhibit EE-2, please explain the components of these schedules and the assumptions that were made in developing the Company's projections.
A.
Schedule E-3 (G) is a compilation of the monthly data that appears on Schedules E-3 (A) through (F) for the corresponding months of January 2006 through December 2006.  In Schedules E-3 (A) through (F), Column (A) indicates the applicable month for all data on the page.


In Column (B), "FGT" indicates that the volumes are to be purchased from third party suppliers for delivery via FGT interstate pipeline transportation.  "SONAT/SOUTH GEORGIA" indicates that the volumes are to be purchased from a third party supplier for delivery via SONAT and South Georgia interstate pipeline transportation.  “GULFSTREAM” indicates that the volumes are to be purchased from a third party supplier for delivery via Gulfstream interstate pipeline transportation.  "THIRD PARTY" indicates that the volumes are to be purchased directly from various third party suppliers for delivery into FGT, SONAT/South Georgia, or Gulfstream.



In Column (C), "PGS" means the purchase will be for Peoples' system supply and will become part of Peoples' total WACOG.  None of the costs of gas or transportation for end-use purchases made by end-use customers of Peoples are included in Peoples' WACOG.  
In Column (D), purchases of pipeline transportation services from FGT under Rate Schedules FTS-1 and FTS-2 are split into two components, commodity (or "usage") and demand (or "reservation").  Both Peoples and end-users pay the usage charge based on the actual amount of gas transported.  The FTS-1 and FTS-2 commodity costs shown include all related transportation charges including usage, fuel and ACA charges.  The FTS-1 and FTS-2 demand component is a fixed charge based on the maximum daily quantity of FTS-1 and FTS-2 firm transportation capacity reserved.  Similarly, the transportation rates of SONAT/South Georgia and Gulfstream also consist of two components, a usage charge and a reservation charge.  Individual Transportation Service customers reimburse Peoples or directly pay FGT for all pipeline reservation charges associated with the transportation capacity that Peoples reserves and uses on their behalf.  

Also in Column (D), "NO NOTICE TRANSPORTATION SERVICE" (or "NNTS") means FGT's no notice service provided to Peoples on a fixed charge basis for use when Peoples' actual use exceeds scheduled quantities.  "SWING SERVICE" means the demand and commodity component of the cost of third party supplies purchased to meet Peoples "swing" requirements for supply that fluctuate on a day-to-day basis. "COMMODITY" means third party purchases of gas transported on FGT, SONAT or South Georgia, or Gulfstream and does not include any purchases of sales volumes from FGT.


Column (E) shows the monthly quantity in therms of gas purchased by Peoples for each category of system supply.


Column (F) shows the gas purchased by end-users for transportation.


Column (G) is the total of Columns (E) and (F) in each row.


Columns (H), (I), (J) and (K) show the corresponding third party supplier commodity costs, pipeline transportation commodity costs, pipeline transportation reservation costs, and other charges (e.g., balancing charges), respectively.  These costs are determined using the actual amounts paid by Peoples.  In the case of end-user transportation, these costs are reimbursed to Peoples or paid directly to FGT.  All ACA and fuel charges are included in the commodity costs in Column (I)

and, therefore, are not shown in Column (K).

Column (L) in each row is the sum of Columns (H), (I), (J) 
and (K) divided by Column (G).
Q. please explain the components of these schedules and the assumptions that were made in developing the Company's projections.

A.
Schedule E-1 is shown in three versions.  Page 1 relates to Cost of Gas Purchased, Therms Purchased, and Cents Per Therm for Combined Rate Classes, Page 2 relates to Residential Customers, and Page 3 relates to Commercial Customers.


The costs associated with various categories or items are shown on lines 1 through 14. Line 6 on Schedule E-1 includes legal and consulting expenses associated with two interstate pipeline dockets both of which concern natural gas quality and interchangeability.  The first docket was opened in April, 2004 and is in the litigation phase, and the other (a certification proceeding) was opened on June 29, 2005.  These expenses have been included for recovery through the Purchased Gas Adjustment Clause because they are non-recurring fuel related expenses.  The volumes consumed for similar categories or items are shown on lines 15 through 27, and the resulting effective cost per therm rate for each similar category or item is contained on lines 28 through 45.


The data shown on Schedule E-1 are taken directly from Schedules E-3 (A) through (F) for the months of January 2006 through December 2006. 

Q.
What information is presented on Schedule E-1/R of Composite Exhibit EE-2?

A.
Schedule E-1/R of Composite Exhibit EE-2 shows eight months actual and four months estimated data for the current period from January 2005 through December 2005 for all combined customer classes.

Q.
What information is presented on Schedule E-2 of Composite Exhibit EE-2?

A.
Schedule E-2 of Composite Exhibit EE-2 shows the amount of the prior period over/under recoveries of gas costs that are included in the current PGA calculation.

Q.
What is the purpose of Schedule E-4 of Composite Exhibit EE-2?

A.
Schedule E-4 of Composite Exhibit EE-2 simply shows the

calculation of the estimated true-up amount for the January 2005 through December 2005 period.  It is based on actual data for eight months and projected data for four months.

Q.
What information is contained on Schedule E-5 of Composite Exhibit EE-2?

A.
Schedule E-5 of Composite Exhibit EE-2 is statistical data that includes the projected therm sales and numbers of customers by customer class for the period from January 2006 through December 2006.

Q.
How have you incorporated the Residential PGA factor and the Commercial PGA factor in the derivation of the PGA cap for which the company seeks approval?

A.
On April 5, 1998, the Commission issued Order No. PSC-99-0634-FOF-GU as a Proposed Agency Action in Docket No. 981698-GU.  This Order approved Peoples Gas’ request for approval of a methodology for charging separate Purchased Gas Adjustment factors for different customer classes.  Under the approved methodology, separate PGA factors are derived by assigning the fixed, interstate pipeline reservation costs to each customer class according to the class’ contribution to the company’s peak month demand for the winter season and the summer season.  Exhibit EE-2, Page 23 of 23, labeled Attachment, contains the seasonal peak allocation factors based on the most recent peak month data available, January 2005 and April 2005.  These allocation factors are then applied to Schedule E-1 to derive the Residential, Commercial and Combined for All Rate Classes.  The WACOG for which Peoples seeks approval as the annual cap is the Residential factor of $1.50033 per therm as shown in Schedule E-1.  This annual cap will be applicable to all rate classes.

Q.
Does this conclude your testimony?

A. 
Yes, it does.
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