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PREPARED DIRECT TESTIMONY OF ROBERT M. NARKEVIC

1. Witness Background
PLEASE STATE YOUR NAME AND BUSINESS ADDRESS FOR THE
RECORD.
My name is Robert M. Narkevic. My business address is 225 North Shore

Drive, Pittsburgh, PA 15212

BY WHOM AND IN WHAT CAPACITY ARE YOU EMPLOYED?
[ am employed by Equitable Gas Company ("Equitable" or the "Company™),

a division of Equitable Resources, Inc., as Manager of Rates.

PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND AND WORK
EXPERIENCE IN THE GAS INDUSTRY.

[ graduated from Robert Morris College in 1981 with a Bachelor of Science
&egree in Accounting, and I am a Certified Public Accountant. ] began my career
with CoJumbia Gas in 1981 as an Internal Auditor located in Pittsburgh. I was then
promoted to the General Auditing department in 1985 as a General Auditor and
relocated to the headquarters of Columbia in Wilmington, Delaware. After three
years as a General Auditor I left Columbia Gas and commenced employment with
Equitable Resources, Inc. in 1988 as a Senior Internal Auditor. In 1991, I became

the Manager of Billing for Equitable and retained that position for two years. In that

capacity, [ prepared billing lag data for the Company's cash working capital claim in
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its 1991-92 general rate proceeding at Docket No. R-912164. In 1995, [ became the
Manager of General Accounting. In this capacity, I was responsible for preparation
of the Company's Annual Reports to the Pennsylvania Public Utility Commission,
the Public Service Commission of West Virginia and the Kentucky Public Service
Commission, for the years ended 1994 and 1995. During those years, | was also
responsible for preparing and filing monthly reports to these same Commissions. In
January 1996, I became Manager of Financial Accounting. As Manager of
Financial Accounting I was responsible for the financial activities of the Eqﬁitab]e

Gas Company Division. My principal duties as Manager of Financial Accounting

" were to plan, direct, and coordinate the preparation of financial statements, budgets,

forecasts, and variance reports related to Equitable. I also directly communicated
with external, internal, and regulatory auditors on an on-going basis, while they
performed their various audit functions. In Japuary 2001 1 became the Manager of

Rates for Equitable.

WHAT ARE YOUR DUTIES AND RESPONSIBILITIES IN YOUR CURRENT
POSITION?

I am responsible for the management of Equitable’s rate functions including
the development of and suppc—)rt of Equitable’s rates and tariffs for Pennsylvania,

West Virginia and Kentucky.

HAVE YOU PREVIOUSLY SUBMITTED TESTIMONY ON BEHALF OF

EQUITABLE?
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Yes. 1 previously submitted testimony before this Commission in
Equitable’s 1996/1997 General Rate proceeding at Docket No. R-00963858, and
Equitable’s last five 1307(f) proceedings at Docket Nos. R-00016132, R-00027135,

R-00038166, R-00049154 and R-00050272.

IL. Purpose of Testimony

WHAT IS THE PURPOQSE OF YOUR TESTIMONY IN THIS PROCEEDING?

First, I will briefly address the components of the Company’s 2006 Section
1307(f) filing which l-a_rr_l sponsoring and provide a brief description of Equitable
Gas Company. Next, ] will describe the Company’s [307(f) filing and explain the
computation of Equitable’s Purchase Gas Cost (PGC) rate as.set forth in Item
53.64(a) of the 2006 definitive filing. 1 will also discuss comresponding tariff
modifications resulting from- ﬁe PGC rate change, as well as several administrative
changes to our existing tanff. Finaily, I will discuss the change in the recovery of

the cost of no-notice service.

ITI. Responsibility for the Filing
WHICH COMPONENTS OF THE COMPANY'S 2006 1307(f) FILING ARE
YOU SPONSORING?
The specific sections of the filing which I am sponsoring are listed on
Attachment RN-1 to my testimony. The majority of these sections are self-
explanatory. However, I will answer any questions which may anse during the

course of this proceeding concerming these sections.



2 IV. Description of Company

3 Q. PLEASE DESCRIBE EQUITABLE.

4 A . Equitable is the regulated local distribution company division of Equitable
5 Resources, Inc. The Company's principal offices are located at 225 North Shore
6 Drive, Pittsburgh, PA 15212

7 - As of December 31, 2005, Equitable served 257,236 residential, commercial
8 and industrial customers in the City of Pittsburgh and adjacent territories in
9 Allegheny, Armsfrong, Butler, Clarion, Fayette, Greene, Indiana, Jefferson,
10 Washington and Westmoreland Counties in Southwestern Pennsylvamia. It also
i1 serves 13,474 residential, commercial and indﬁstrial customers in West Virginia,
12 and épproximately 3,702 farm-tap customers in Eastern Kentucky.

13 Of the total customers served by the Company in Pennsylvania as of
14 December 31, 2005, 239,478 were residential customers, 17,584 were commercial
15 customers and 174 were industrial customers.

16

17 _ V. Description of Filing

18 Q. PLEASE DESCRIBE THE COMPANY’S FILING IN THIS PROCEEDING.

19 A, The Company has project_ed a decrease in its PGC to sales customers by
20 approximately $72 million annually, or a decrease of $2.98 per Mcf effective

21 October 1, 2006. The annual biil of an average residential customer using 98 Mcf
22 per year will decrease by approximately $24.35 or 15.8%.

23



10

11

12

13

14

15

16

17

18

19 -

20

21

22

23

DID YOU PREPARE ITEM 53.64(a) IN THE COMPANY’S 2006 1307(f)
FILING?

Yes. Item 53.64(a) contains two sections. -Section I provides the supporting
schedules detailing the computation of Equitable’s proposed 2006 PGC -rate, and
Section Il contains the Company's proposed tariff sheets. Section [ is divided into
four sub-gections titled Parts A through D. Section 1, Part A, consists of Sheets 1
through 6 and includes the calculations for the C-Factor, E-Factor and total tariff
sales rates proposed in the filing. Section ], Part B, consists of Sheets 1 through 8
and contains the projected period volumes and associated gas costs. Section I, Part
C, c.onsists of Sheets 1 through 7 and details the interim period over/under
collections, volumes and associated gas costs. Section I, Part D, consists of Pages 1
through 4 and details the reconciliation period over/under collections, volumes and

associated gas costs.

PLEASE DESCRIBE THE SHEETS CONTAINED IN SECTION I, PART A.
Sheet 1 of Section I summarizes the computation of Equitable’s proposed
2006 PGCrrate of $11.28/mcf and shows the associated decrease in the purchased
gas costs of $i.98/mcf to be reflected in tariff rates. Sheets 2 and 3 summarige the
development of the "E" Factor amount reflected in the proposed 2006 PGC. The
Company’s filing reflects a projected net undercollection of $18 million or an E-
Factor rate of $0.74 per Mcf. Sheet 4 indicates that the Company is including no

supplier refunds in this "E" factor. The interest on undercollections is calculated at

the legal rate of interest set forth in 41 Pa.C.S. § 202 and the interest on
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overcollections is calculated at the legal rate of interest plus two percent (2%) as
required by 66 Pa.C.S. § 1307(f)(5). Sheet 5 develops the calculation of interest on
over/under collections. The total interest due the Company included in the filing is
$1,452,072. Sheet 6 illustrates the proposed tariff sales rates to be effective October

1, 2006, excluding customer meter charges.

PLEASE DESCRIBE THE SHEETS CONTAINED IN SECTION 1, PART B.
Sheets 1 through 8 relate to the determiﬁation of the "C" Factor, which is the
projected cost component of the Company’s proposed rate. Sheet I shows the
projected customer requirements and associated supply for the 2006 PGC
application period, while Sheets 2 through 4 detail the computation of the related
supply costs. Sheets 5 and 6 provide the computation of the Company's estimated
cost of gas injected into storage as of October 31, 2006, and Sheets 7 and 8 provide
the computation of the Company's estimated cost of gas injected into storage as of
September 30, 2007.. Since the Company does not reflect the cost of gas injected
into storage for PGC purposes until that gas is withdrawn from storage, the
Company's proposed 2006 PGC-does not include the costs listed on Sheets 7 and 8,
but does include the costs listed on Sheets 5 and 6 since the gas will be withdrawn

during the projected period winter season.

PLEASE DESCRIBE THE SHEETS CONTAINED IN SECTION [, PART C.

Sheet 1 of 7 develops the actual/estimated undercollection for the nine-

month period ending September 30, 2006 (Interim Period). The monthly purchased
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gas costs shown on Sheet 1, Column (4) are developed on Sheets 2 through 7.

Sheets 2 and 3 provide the Company's actual purchased gas costs and demand costs,

respectively, for January and February 2006, while Sheet 4 provides the projected

customer demand and associated supply for the period March 2006 through
September 2006. Sheets 5 through 7 detail the development of the purchased gas

costs associated with the projected PGC customer demand shown on Sheet 4.

PLEASE DESCRIBE THE SHEETS CONTAINED IN SECTION I, PART D.
Sheet 1 provides the computation of the actual net undercollection for the
twelve months ended December 31, 2005 (reconciliation period), while Sheets 2 and
3 detail the development of reconciliation period purchased gas costs. Sheet 4
summarizes the Company's purchases for storage injection during the reconciliation
period and develops the monthly average unit cost of gas in storage. This unit cost is
used in calculating the cost of gas withdrawn from storage during the 2005-2006

winter season. .

PLEASE EXPLAIN THE COMPUTATION OF THE ACTUAL NET
UNDERCOLLECTION FOR THE RECONC]LIATION PERIOD SHOWN ON
SHEET 1 OF SECTION [, PART D.

T;he actual net undercollection of (§23,398,241) is computed by subtracting
the estimated net undercollection already included in rates for the reconciliation
period of ($15,100,063) which is reflected in the “E” Factor component of the

Company's currently effective PGC rate, from the actual undercollection for the
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twelve month reconciliation period of ($38.498.304). The PGC revenue shown
under Column (3) of Sheet 1 is computed by multiplying PGC sales volumes,
Column (1), by the "C" Factor component of the applicable PGC rate, Column (2).
Four “C* Factor Components of the PGC rates were in effect for Equitable
during the reconciliation peric.)d. On October 1, 2004 the Total Sales rate of $12.98
per Mcf was effective for service rendered on and after October 1, 2004, which
remained in effect through March 31, 2005, On April 1, 2005 the Total Sales rate
was increased to $13.63 per Mcf and remained in effect through September 30,
2005. On October 1, 2005 the Total Sales rate increased to $16.95 per Mcf and

remained in effect through the end of 2005,

PLEASE DESCRIBE THE DEVELOPMENT OF THE RECONCILIATION
PERIOD PURCHASED GAS COST.

Sheets 2 and 3, of Part D, detail the development of the reconciliation period
monthly purchased gas costs used -on Sheet 1 to compute monthly over/(under)
collections. Sheet 2 is a summary of all purchased gas costs, demand and
commodity, for each month of the reconciliation period. Sheet 3 is the detail of the
demand costs, less capacity release credits, which 1s included on Sheet 2, line 12.
These costs were computed by subtracting the credits shown on lines 14 through 17
of Sheet 2 from the Company's total purchased gas costs shown on line 13 of Sheet
2. All credits are described below:

a) Standby Service - The Company credits all standby service charge

revenue in computing 1307(f) purchased gas costs.
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b)

d)

Cash-Out - Purchased gas commbdity costs assigned to the Company’s
cash-out tariff provisions continue to be credited to the PGC.

Off System/Capacity Release Sharing - Pursuant to a Commission
Order in Docket No. R-00050272 Equitable will share net revenues
generated by off-system transactions, as well as capacity release
revenues, at a level of 75% to the PGC customers and 25% retained by
the Company, for the period October 1, 2005 through September 30,
2006. |

PBR/Balancing Credit - Pursuant to Commission Orders in Docket
Nos. R-00016132, R-00027135, R-00038166, and R-00049154 various
guaranteed credits have been credited to the PGC for the period October
1, 2001 through September 30, 2005, in lieu of the sharing mechanisms
previously applied to off systemn sales net revenues and non-customer
choice capacity release revenue (PBR Design No. 1). The last of these
guaranteed credits, equaling $1.75 million, is reflected in the month of
September 2005. In addition, pursuant to the Commission's Order in
Docket No. R-00027135, an additional guaranteed credit of $500,000
per year has been credited during each 12-month period beginning
October 1, 2002 through September 30, 2005 related to the Company’s
PBR Design No. 2. The last credit of $500,000 is also reflected in the
month of September 2005. Beginning October 1, 2005, pursuant to the

Commission Order in Docket No. R-00050272, this fixed credit is

replaced by the sharing mechanism discussed above. Additionally, the
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Commission Order in Docket No. R-00050272 required that no-notice
costs be recovered from PGC rates and the balancing charge paid by all
customers be credited to the PGC. These credits are reflected for the

months of October 2005 through December 2005,

VI. The Elimination of PBR Design No. 2 |
PLEASE DESCRIBE THE COMPANY'S PBR DESIGN NO. 2.

During Equitable's 2002 Section 1307(f) proceeding at Docket No. R-
00027135, the Commission approyed a guaranteed credit proposal and a
performance-based incentive that rewarded Equitable if it efficiently ﬁmaged its
recovery of no-notice service costs used by Equitable to balance the difference.
between natural gas deliveries and customers’ consumption. The Company referred
fto this incentive as PBR Design No. 2. Under the Commission approved settlermnent
for PBR Design No. 2 in the 2002 1307(f) proceeding, Equitable's base rate
balancing charge was continued at its then-current level of $0.1 S)Mcf while the
charge to commercial and industrial ("C&I") customers was increased from
$0.18/Mcf to $0.28/Mcf. Equitable was allowed to discount the C&I balancing
charge for competitive customers. At the same time, Equitable was required to
provide a guaranteed $500,000 of revenue from this increased balancing charge as a
credit to PGC customers. No limit was placed on the amount of balancing charge
revenue the Company may retain after reflecting the guaranteed credit amount. The

$500,000 credit was reflected in the annual 1307(f) filing and continued until

September 30, 2005 without reconciliation on a cost or volumetric basis. To clarify,

10
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Q.

PBR Design No. 2 was a guaranteed credit of $500,000 to the PGC.

DID THE COMPANY ATTEMPT TO EXTEND PBR DESIGN NO. 2 PAST ITS
EXPIRATION DATE OF SEPTEMBER 30, 20057
Yes. The Company attempted to extend PBR No. 2 in its 2005 1307(f)

proceeding at Docket No. R-00050272.

WAS THE COMPANY SUCCESSFUL INITS ATTEMPT TO EXTEND PBR
DESIGN NO. 27

No.

IS THE $500,000 ANNUAL CREDIT TO THE PGC APPLICABLE AFTER
SEPTEMBER 30, 20057

No.

HOW THEN ARE THE BALANCING CHARGES AND THE EQUITRANS NO-
NOTICE SERVICE COSTS BEING TREATED IN THIS 1307(F)
PROCEEDING?

Beginning October 1, 2005 .the Equitrans no-notice costs and corresponding
balancing charges are being treated in accordance with the Commission’s Order in
Docket No. R-00050272, which requires that no-notice costs be recovered from

PGC rates, and the balancing charge paid by all customers be credited to the PGC.

11
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HOW IS THIS TREATMENT REFLECTED IN THE FILING?

Section 1, Part D, Page 3 of 4, line 2 of the Filing, reflects the cost of the
Equitrans no-notice service for the months of October through December of 2005.
The Equitrans no-notice costs are also reflected in demand costs for the period
January 2006 through September 2007. Additionally, a credit to the PGC is
reflected for balancing charges on Section 1, Part D, Page 2 of 4, line 17 for the
months of October through December of 2005. Credits for actual and estimated
balancing charges are also reflected for the period January 2006 lhrqugh September

2007 in the filing.

PLEASE EXPLAIN SECTION II OF ITEM 53.64(a).

Section II of Ttem 53.64(a) contains the proposed ';ariff sheets which reflect
the Company's currently effective rates adjusted for the proposéd PGC rate decrease.
The proposed t;ariff sheets reflect decreases in the PGC rate schedules, Rider A,
Migration Rider B, and the Company's standby service rate'lschedules. The
-proposed tariff sheets also reflect modifications tc;‘o Page 35 of the Company’s rules
and regulations for security deposits for Pool Admnnistrators; Pages 61, 67, 69, and
70, to remove unnecessary language; Page 62, to correctly include in the tariff the
application of Rider D to Rate FDS; Pages 78 and 79 of the Company's standby
service tariff to remove language no longer applicable to the service, as well as the

rate decrease to the standby rate.

PLEASE EXPLAIN THE CHANGE ON PAGE 35.

12
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The Company’s current tariff calculates a security deposit for pool
administrators equal to the aggregated pool maximum daily quantity times $4.00 per
Dth times 60 days. The Company is proposing to change the $4.00 rate to a publicly
published market rate consistent with the Company’s balancing requirements and
the calculation of cash-in and cash-out rates, which will provide the Company the
option of requesting a security deposit that approximates the current price of natural

gas.

PLEASE EXPLAIN THE CHANGES ON PAGES 61, 67, 69, AND 70.

The Company’s current tariff pages 61 (Rate FDS — Firm Delivery Service)
and 67 (Rate DDS — Daily Deljvery Service) include meter charges for levels of
annual throughput that are inconsistent with the availability of the rate schedules.
The Company is proposing to eliminate the incqnsistency. Pages 69 and 70 (Rate
FPS - Firm Pooling Service) includes duplicative language which the Company is

proposing to eliminate.

PLEASE EXPLAIN THE ADDITIONAL CHANGES ON PAGES 78 AND 79.
The Company’s current tariff refers to winter and year round services.

These services were changed eliminating the two separate services and combining

them into one service effective for the full year. The Company’s proposed changes

eliminate the references to winter or year round, as well as eliminating one reference

to gross receipts tax that is no longer applicable.

13



1 Q. DOES THIS CONCLUDE YOUR PREPARED DIRECT TESTIMONY?

2 A Yes.

14



ATTACHMENT RN-1

Sections of the 1307(f) Filing R. M. Narkevic is sponsoring:

Item 53.64 (a), Section I
Part A: Sheetl of 6
Part A: Sheet2 of 6
Part A: Sheet3 of 6
Part A: Sheet4 of 6
Part A: Sheet 5 of 6
Part A: Sheet 6 of 6

Part B: Sheet 1 of 8, lines 1-10

Part C: Sheet 1 of 7
Part C: Sheet 2 of 7
. Part C: Sheet3 of 7
Part C: Sheet 4 of 7, lines 1-10.

Part D: Sheet 1 of 4~
Part D; Sheet 2 of 4
Part D: Sheet 3 of 4
Part D: Sheet 4 of 4

Item 53.64(a), Section 1T

Item 53.64 (c) (4)
Item 53.64 (c) (8)
[tem 53.64 (c) (9)
Ttem 53.64 (c) (11)

ftem 53.64(1}
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PREPARED REBUTTAL TESTIMONY OF ROBERT M. NARKEVIC

1. Witness Background

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS FOR THE

RECORD.

My name is Robert M. Narkevic. My business address is 225 North Shore

Drive, Pittsburgh, PA 15212,

BY WHOM AND IN WHAT CAPACITY ARE YOU EMPLOYED?
I am employed by Equitable Gas Company, a division of Equitable

Resources, Inc., as Manager of Rates.

HAVE YOU PREVIOUSLY SUBMITTED TESTIMONY IN THIS

PROCEEDING?

Yes, I submitted direct testimony that has been marked as Equitable

Staterment No. 1.

II. Purpose of Testimony

WHAT IS THE PURPOSE OF YOUR REBUTTAL TESTIMONY IN THIS
PROCEEDING?
In my rebuttal testimony I will attempt to clarify the Company’ s position

regarding the matter raised in the direct testimony of Office of Small Business
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Advocate (“ OSBA™) witness Brian Kalcic concerning the Company’ s expected

refund from Equitrans, LP {(“ Equitrans™) and its application to PGC rates.

III. Equitrans Refund

DOES THE COMPANY EXPECT TO RECEIVE A REFUND FROM
EQUITRANS?

Yes. Equitrans filed a general rate case (Docket No. RP04-97) at the
FERC on December 1, 2003 and has been collecting its filed-for rates from
Equitable, subject to refund, since September 1, 2004 On April 5, 2006 FERC
issued an order approving a settlement agreement between Equitrans and the
various parties which should provide a substantial refund for Equitable’ s

customers.

WHEN DO THE NEW SETTLED RATES BECOME EFFECTIVE?

The new rates became effective June 1, 2006.

WHEN DOES EQUITABLE EXPECT THE REFUND?
Equitrans is required to provide the refund to its customers no later than
sixty days after the effective date, which means Equitable should receive the

refund by no later than August 1, 2006.
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DOES EQUITABLE KNOW THE EXACT AMOUNT OF THE EQUITRANS

REFUND?

No, not at this time.

HOW DOES EQUITABLE PLAN TO APPLY THE EQUITRANS REFUND.
The Commission’ s Order entered December 15, 2005 at Docket No.
P-00052192 provided that the first $7 million of the Equitrans refund was to be
applied to a program to assist low income customers. A proportional share,
estimated to be approximately $2 million, of any refund in excess of $7 million
was then to be applied to commercial and industrial customers (“C & 1
customers™). Any amount remaining after the initial $7 million and the

proportional share to C & I customers was to be a general credit to gas costs.

DOES MR. KALCIC AGREE WITH THE MANNER IN WHICH THE
REFUND WILL BE APPLIED?

No, not entirely. I believe that Mr. Kalcic and the Company have a
slightly different idea of the amount of the C & I credit and the manner in which
the funds will be applied. I believe Mr. Kalcic is expecting exactly $2 million to
be applied to C & I customers. Mr. Kalcic states in his testimony that “ the
Company explains that it intends to credit the difference between $7 million and
$9 million to commercia-l (i.e., non-residential) customers, and to credit any
refund amount in excess of $9 million to both residential and commercial

customers”. I would like to clarify at this time that the $2 million figure was an
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estimated amount referenced in the Company’ s petition to utilize a portion of the
refund for low income customers. Equitable is unable to determine at this time

whether the C & I refund amount will be more or less than $2 million.

IS EQUITABLE PROPOSING A PARTICULAR METHOD FOR
DETERMINING THE SHARE OF THE REFUND FOR C & I CUSTOMERS?
No. The Company can calculate the proportional share of the refund
applicable to C & 1 customers using a few different methods. The Company is
indifferent to the method used, or the exact amount credited to C & 1 customers,
since any remaining amount will be credited generaily to PGC gas costs. The

Company will abide by any method determined by this Commission.

HOW DOES MR. KALCIC BELIEVE THE REFUND AMOUNT WILL BE
CREDITED TO C & | CUSTOMERS?

Mr. Kalcic believes that the amount will be credited to C & I customers
through a $0.495 reduction in the PGC rate which they pay, in effect creating a
different PGC rate for the C & I customers that would be lower than the PGC rate

for residential customers.

DOES THE COMPANY INTEND TO FOLLOW THIS METHODOLOGY?

No. The Company does not intend to create two different PGC rates.
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HOW DOES THE- COMPANY INTEND TO CREDIT THE AMOUNT TO
C & I CUSTOMERS?

The Company intends to provide a one-time bill credit to each C & 1
customer that paid demand costs. The total credit for the C & 1 customers will be
divided by the annual throughput of the C & 1 customers identified to determine a
unit rate. The unit rate will then be multiplied by the throughput for each of these
customers to determine the individual credit to be applied. The one-time bill credit
will completely refund the portion due the C & I customers while alleviating the

confusion of two separate PGC rates.

DOES THIS CONCLUDE YOUR PREPARED REBUTTAL TESTIMONY?

Yes, it does.
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PREPARED DIRECT TESTIMONY OF JEFFREY 8. NEHR

I. Witness Background
PLEASE STATE YOUR NAME AND BUSINESS ADDRESS FOR THE
RECORD.

My name is Jeffrey S. Nehr. My business address is 225 North Shore Drive,

Pittsburgh, PA 15212.

BY WHOM AND IN WHAT CAPACITY ARE YOU EMPLOYED?
I am employed by Equitable Gas Company (“Equitable” or “Company™), a

division of Equitable Resources, Inc., as Manager, Gas Supply.

PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND AND WORK
EXPERIENCE IN THE GAS INDUSTRY.

I graduated from The Pennsylvania State University in 1985 with a Bachelor
of Science degree in Petroleum and Natural Gas Engineering. I began my utility
career with Peoples Natural Gas in 1988 as a Systems Analyst located in Pittsburgh.
After 3 years, | was promoted to Semior Systems Analyst performing project
management responsibilities for the Engineering Department. In 1993, I joined the
Gas Supply Department as Transmission and Gathering Facilities Engineer. In that
capacity, I coordinated new commercial and industrial load additions, pipeline
extensions, and new interconnects with interstate pipelines. After 2 years, I was
promoted to Gas Supply Planning and Facility Specialist. In that capacity, |

performed Supply Planning & Modeling for winter peak day design. I also prepared
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the design of capacity allocation for the Customer Choice Programs on the Peoples
Natural Gas and Hope Gas distribution systems. In 1997, Consolidated Natural Gas
Company, the parent company of Peoples Natural Gas, consolidated that function
across all of the local distribution companies and 1 was promoted to Senior Gas
Supply Planning Analyst. Shortly thereafter, I joined CNG Energy Services-as an
LDC Pool Manager. In that capacity, 1 coordinated the gas supply purchases,
planning, and operations for the East Ohio Large Commercial and Energy Choice
Pools. Between 1998 and 2000, I held the positions of Senior Energy Aggregation
Specialist with DTE-CoEnergy, LI.C and Senior Energy Specialist with Green
Mountain.Com. My responsibilities were to create and manage natural gas choice
offerings in Pennsylvania and New Jersey. In 2000, I left Green Mountain.Com to
join Equitable as Market Planner. In that capacity, 1 was responsible for the
preparation, management, and implementation of the Company's Commercial
Business Plan. In 2002, 1 was promoted to Load Research and Planning
Coordinator with responsibilities for forecasting demand on Equitable’s distribution
systems. I also helped manage the interstate supply, direct feed supply and storage

to meet the forecasted demand. In 2004, I was promoted to Manager; Gas Supply.

WHAT ARE YOUR DUTIES AND RESPONSIBILITIES IN YOUR CURRENT
POSITION?

My primary responsibility involves load forecasting. In addition, I am
responsible for Appalachian supply purchases and help manage interstate supply and

storage to meet the forecasted demand.
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HAVE YOU PREVIOUSLY TESTIFIED BEFORE REGULATORY AGENCIES?

Yes. [ provided direct testimony before this Pennsylvania Public Utility
Commission in Equitable’s 2004 section 1307(f) proceeding at Docket No. R-

00049154 and Equitable’s 2005 section 1307(f) proceeding at Docket No. R-

00050272.

II. Purpose of Testimony
WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS PROCEEDING?
The purpose of my testimony is to present the Company’s design day
analysis and discuss the proposed changes to the capacity assignment provisions of

the Company’s Customer Choice Program.

III. Design Day Analysis
WOULD YOU PLEASE DESCRIBE A DESIGN DAY?

A design day is the maximum projected load placed on the system for one '
day during the course of one year. The design day will occur on the coldest day
where lowest temperatures augmented with wind speed generate the greatest heating
demand. Natural gas distribution companies utilize the design day to determine the
necessary capacity, storage and gas purchase requirements to meet that demand.
Planning for the design day involves identifying the design day criteria and the
demand an LDC’s customers are likely to place upon it during extreme weather

conditions and analyzing the LDC’s ability to meet that demand.
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Q. WHATIS THE DIFFERENCE BETWEEN A DESIGN DAY AND A PEAK DAY?

A

The design day is normally much colder than the peak day. Design days do
not occur every year, An LDC must operate its distribution system to assure
delivery of gas in adequate volumes at required pressures under all circumstances.
Therefore, design days represent the extreme conditions that an LDC must be
prepared to meet. On the other hand, the peak day is simply the highest gas sendout

experienced during a 24-hour period during the course of a year.

WHAT CRITERIA DOES EQUITABLE USE FOR DESIGN DAY PLANNING?

Equitable’s design day criteria consists of the following factors:

(a) a mean temperature of ~10 F, which represents 75 heating
degree days (“HDD™);

(b.) an average wind speed of 15.8 mph; and

{c) a winter weekday during January.

WHY ARE THESE FACTORS UTILIZED IN DESIGN DAY PLANNING?

While many factors affect gas usage, some are more signiﬁcant-than others.
Across the Company’s service temitory, gas is predominantly used for heating
purposes. The most significant factor determining heat usage is temperature.
Another important factor is wind. Buildings lose more heat on a windy day than
they do on a calm day. The day of the week 1s also important as many industrial
customers and some commercial customers shut down over weekends. The
Company has consistently utilized these criteria in its design day analyses and

continues to believe that they are appropnate.
4
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WERE THERE ANY CHANGES IN THE DESIGN DAY METHODOLOGY
UTILIZED BY THE COMPANY FOR ITS UPDATED 2006 STUDY
COMPARED TO THE METHODOLOGY USED IN THE LAST STUDY TO
DETERMINE THE DESIGN DAY REQUIREMENTS?

All of the input parameters that were used in the last study were again used
in the 2006 updated sendout model. Specifically, these input parameters are related
to the three criteria discussed earlier. The Company did, however, have a change

with respect to the weather data.

PLEASE DESCRIBE THIS WEATHER DATA CHANGE IN MORE DETAIL.
During the 2000 design day study, the Company included weather data from
the Allegheny County Airport along with data from the Greater Pittsburgh
International Airport. The Allegheny County Airport is locafed southeast of the City
of Pittsburgh and is more representative of temperamrés experienced within the
Company’s service territory. On the other hand, the Greater Pittsburgh International
Airport is located on the fringe of Equitable’s service territory. In the current 2006
design day analysis, the Company is also includin;g data from the Carnegie Science
Center in addition to the data from the Allegheny County Airport and the Greater
Pittsburgh Intemational Airport. The Carnegie Science Center is located on the
North Side, within the City of Pittsburgh, and is most representative of the weather

experienced within the Company’s service territory.
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PLEASE DESCRIBE THE DEVELOPMENT OF THE COMPANY'S 2006
DESIGN DAY REQUIREMENTS STUDY?

The Company has utilized the months of January and February in its design
day study. These rnonths-are used because they typically have the highest number of
heating degree days as well as the highest throughput. Also, the annual peak day
typically occurs in these months.

The Company performed multiple regression analyses under two scenarios
using the daily sendout from different time periods. The Company analyzed these
time penods to search for trends and biases. Scenario #1 was based upon the time
period January 2003 through February 2003. The total system design day sendout
utilizing the data points for these periods was 621,236 dth (see Equitable Exhibit
JSN-1). Scenario #2 was based upon the time period January 2005 through
February 2005. The total system design day sendout utilizing the data points for this

period was 637,308 dth (see Equitable Exhibit JSN-2).

WHY DID THE COMPANY NOT INCLUDE DATA FROM THE 2004 PERIOD?

During January 2004, Equitable implemented a new billing system designed
to meet the requirements of its tariff and transportation customers. This new system
created significant operational challenges to the users and developers.  The
transition period from the old billing system to the new billing system occurred
primarily during the months of January, February, and March 2004. There were
problems with the integrity of the measurement data during this period. As a result,
the Company did not include data from the 2004 period in its recent design day

analysis.
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WHAT TIME PERIOD DOES THE COMPANY BELIEVE IS MOST
RELEVANT AND PROVIDES THE MOST ACCURATE RESULTS?

The Company would place greater reliance on Scenario #2 (2005) than on
Scenario #1 (2003) for several reasons. First of all, Scenario #2 utilizes the most
recent data available. During last year’s 1307(f) proceeding, OCA Witness
Mierzwa recommended, in his Direct Testimony, that Equitable use more recent
data to capture changes in transportation customers and standby service
requirements when conducting a design day analysis. Secondly, the R-Square for the
2005 model, 0.9434, is better than the R-Square for the 2003 model, 0.9302. R-
Square is the proportion of variation in the dependent variable explained by the
regression model. Smaller R-Square values indicate that the model does not fit the

data well.

WHAT ARE THE PRIMARY COMPONENTS OF THE COMPANY"S DESIGN
DAY ANALYSIS?

The primary components included in Equitable’s design day analysis are:
projected system sendout or the projected total system requirements; projected
transportation requirements; projected standby requirements; and projected

balancing requirements.

WHAT IS THE SIGNIFICANCE OF THE PROJECTED TOTAL SYSTEM

REQUIREMENTS AND HOW IS IT CALCULATED?
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The projected total system requirements represents Equitable’s maximum
load‘ or sendout, on a design day, for its PGC sales and transportation customers.

In order to compute the maximum load, the Company identified the daily
volumetric data at each delivery point into its distribution system. These delivery
points include receipt points on Equitrans as well as Appalachian direct feed meters.
The volumes delivered through Equitrans are provided daily. However, the volumes
delivered through Appalachian direct feed meters are only provided monthly. The
Company converted these monthly volumes into daily volumes and added them to
the Equitrans delivenies to arrive at total daily delivered volumes. These total daily
delivered volumes were then regressed against corresponding daily temperatures
and wind speeds m order to determine the appropriate baseload requirements .and
heating requirements. These baseload requirements and heating requirements were
then extrapolated using Equitable’s design day criteria, i.e., 75 heating degree days
and a wind speed of 15.8 mph, to develop the projected total system requirements.
The projected total system requirements utilizing 2003 and 2005 data are identified

as Exhibits JSN-1 and JSN-2, respectively.

WHAT HAS CHANGED TO CAUSE THE TOTAL SYSTEM REQUIREMENT
TO INCREASE FROM 588,839 DTH IN 2001 IN THE LAST DESIGN DAY
STUDY TO 637,308 DTH IN 2006?

The total system requirement has changed since 2001 due to additional
usage by the Company’s largest industrial transportation customer. During the last
study period, this. customer used approximately 386,000 dth in January 2001, and

approximately 277,000 dth in February 2001. For the recent test period, the
8
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customer consumed approximately 1,269,083 dth for January 2005 and 838,008 dth

for February 2005.

WHAT IMPACT DOES THIS HAVE TO THE PROJECTED FIRM
REQUIREMENTS ON EQUITRANS?

As a ftransportation customer this increased usage has no impact on the
projected firm requirements on Equitrans. This customer, as Equitable witness
Rafferty’s testimony will explain, is served directly from a former Carmegie high
pressure transmission facility. Furthermore, this customer 'is balanced daily and is
required to match its daily supply with its daily consumption. In other words, the
projected total system requirements increased, but, in offsetting fashion, so did the

projected transportation requirements.

WHAT IS THE SIGNIFICANCE OF 'I'HE-PROIECTED TRANSPORTATION
REQUIREMENTS AND HOW WERE THEY CALCULATED?

The projected transportation requirements represent the gas supply that
marketers are responsible for delivering to Equitable on behalf of the customers they
serve. Unless these customers pay the firm standby charge, Equitable is not
obligated to provide service if their supplier fails to deliver on a design day.

The Company performed a regression analysis of all transportation
customers, by class, for January 2005. This month was chosen because it is the peak
heating month during the test period and accordingly would generate the greatest
transportation requirements. Baseload values and heat factor values were calculated

for each customer class. Projected transportation requirements were then calculated
g
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for those transportation customers in existence during January 2005. The results of
this analysis and the corresponding projected transportation requirements are

presenied in Equitable Exhibit JSN-3.

WHAT 1S STANDBY AND HOW ARE THE PROJECTED TRANSPORTATION
STANDBY REQUIREMENTS CALCULATED?
Firm standby servicé provides customers a level of service that, in most

cases, is not interruptible. The Company’s Tariff provides that:

“For a customer who does not receive Firm Standby Service, daily
consumption in excess of daily deliveries on customer’s behalf, in excess of
customer’s ' Maximum Daily Firm Requirement (MDFR) or in excess of a
customer’s Maximum Daily Quantity (MDQ) is interruptible.” Tariff Sheet

No. 78.

In order to determine the projected transportation standby requirements, the
Company identified which transportation customers during January 2005 subscribed
to firm standby. The projected standby requirements were then calculated for those
transportation customers paying the firm standby charges using the baseload values
and heat values that were calculated for each customer class. This is the same
methodology that was used previously to calculate the projectéd transportation

requirements. The results of this analysis and the corresponding projected standby

requirements are presented in Equitable Exhibit JISN-4.

10
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WHAT IS THE SIGNIFICANCE OF THE PROJECTED TRANSPORTATION
BALANCING REQU]REMENTS AND HOW IS IT CALCULATED?

The transportation balancing requirements represent the difference between
the gas supply that is delivered on behalf of the customer and the amount of gas that
is actually consumed by the customer. Transportation customers pay for this
balancing service through the Company’s balancing charge.

The Company compared the daily nominations of all transportation
customers with their expected daily usage based on the actual heating degree days
that occurred during the month of January, 2005. The difference in nominated
supply on that day versus the projected usage on that day represents approximately a
20% shortfall in supply. Consistent with this behavior, the Company projected
balancing requirements expressed as this percentage of the total projected
transportation requirements. The results of this analysis are presented in Equitable

Exhibit JSN-5.

WHY IS IT IMPORTANT TO INCLUDE PROJECTED BALANCING
REQUIREMENTS IN THE DESIGN DAY ANALYSIS?

Transportation customers use this balancing service daily. These customers
do not ackmowledge changing weather conditions. Transportation customers
typically baseload their expected usage for the month. They may make an attempt
during the last several days of the month to adjust their nominations to their
consumption. Usually, this is done only to avoid imbalance penalties. .One can

reasonably assume that this same behavior will occur on a design day.

11



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

PLEASE SUMMARIZE THE RESULTS AS DOCUMENTED IN EQUITABLE
EXHIBIT NO. JSN-6?

The be‘ginning number (Line 1) represents the projected total system
requirements expected to occur under design day conditions, which equals 637,308
dth. -There is an expected level of throughput, however, that is attributable to
Equitable’s standby and non-standby transportation customers. As I mentioned
previously, the Company’s PGC customers are not responsible for the capacity or
the gas supplies serving these transportation customers. Therefore, we must subtract
the expected level of design day throughput (Line 2) for this group from the
projected total system requirements (Line 1). This results in the projected PGC
sales requirements (Line 3). Next, the Company added back both the projected
standby requirements (Line 4) and the projected balancing requirements for
transportation customers (Line 5). The result is a total of 520,294 dth of projected
design day firm requirements (Line 6). Finally, the Company subtracted an
estimated level of direct-feed Appalachian supply purchased on behalf of PGC
customers (Line 7). The final result indicates 505,294 dth of Equitrans capacity is

necessary to meet the Company’s design day firm requirements (Line 8).

HOW WAS THE PROJECTED APPALACHIAN DIRECT FEED SUPPLY
CALCULATED?

Since the last design day study, the Company has significantly enhanced its
local Appalachian production purchases through the implementation of the Northern
Asset Optimization Program (“NAOP”). Transportation customers, as well as PGC

customers, have benefited from access fo additional direct-feed Appalachian
12 '
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supplies. This direct-feed supply does not require capacity on Equitrans to
effectuate delivery to the Company’s city-gate. As a result, the Company has

reflected a decrease in the design day requirements (Line 7).

DOES EQUTTAB-LE ANTICIPATE ENTERING INTO CONTRACTS WITH
EQUITRANS FOR 505,294 DTH OF FIRM CAPACITY AS INDICATED BY
LINE 8 ON EQUITABLE EXHIBIT JSN-6?

No. Equitable has made adjustments to projected standby requirements and
projected balancing requirements that reduce the indicated firm capacity below

505,294 dth.

HOW DID EQUITABLE DEVELOP THE FINAL STANDBY REQUIREMENTS
IN ITS DESIGN DAY ANALYSIS IN THIS PROCEEDING?

Equitable developed the final standby requirements based on the standby
credits collected from transportation customers. Equitable’s 2005 Standby Credits
were $2,875,888. The average unit cost of capacity is $118.99/dth. The standby
credits divided by the unit cost results in standby requirements equal to 24,168 dth
(32,875,888 / $118.99). To determine the final standby requirement, the Company
15 reducing the projected standby requirements from 36,796 dth (line 4 of Equitable

Exhibit JSN-6) to 24,168 dth.

DID EQUITABLE DEVELOP THE FINAL BALANCING REQUIREMENTS IN

A SIMILAR MANNER?

i3
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Q.

Yes, it did. Equitable’s 2005 transportation balancing credits were
$1,249,935. Total projected No-Notice costs are $7,484,137.  Thus, transportation
customers pay for approximately 16.7% of the total projected No-Notice costs
(81,249,935 / $7,484,137). Equitable is projecting total company No-Notice service
requirements equal to 79,545 dth/day. The projected transportation balancing

requirements based on a 16.7% allocation is 13,285 dth (0.167 x 79.545).

CAN YOU SUMMARIZE THE ADJUSTMENTS YOU HAVE DESCRIBED TO

THE PROJECTED STANDBY REQUIREMENTS AND THE PROJECTED
BALANCING REQUIREMENTS AND THE EFFECT THEY HAVE ON THE

PROJECTED FIRM REQUIREMENTS ON EQUITRANS?

Yes. Equitable’s projected standby requirements decreased from 36,796 dth
to 24,168 dth resulting in a 34% reduction in requirements. Equitable’s projected
balancing requirements decreased from 40,068 dth to 13,285 dth resulting in a 67%
reduction in requirements. The projected firm requirements on Equitrans decreased
from 505,294 dth to 465,883 dth. See Exibit JSN-7 for the denivation of projected

firm requirements on Equitrans.

IV. Capacity Assignment For Customer Choice Program

WOULD YOU PLEASE DESCRIBE THE CAPACITY ASSIGNMENT

PROVISIONS OF EQUITABLE'S CUSTOMER CHOICE PROGRAM?
14
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Equitable subscribes to firm transportation and firm storage capacity that is
sufficient to meet the design day requirements for all of the customers that require
firm service. Some customers elect to have an alternate supplier provide their
commodity service in lieu of Equitable. These customers can change suppliers
monthly or yearly depending upon the supply contract offering. If a customer
chooses not to renew their contract with the alternate supplier, Equitable becomes
the supplier of last resort, by default, and extends commodity service to that
customer. Because of these dynamics, Equitable must contract for sufficient
pipeline and storage capacity to serve all firm service customers.

If a customer chooses an alternate supplier, the pipeline and storage capacity
Equitable originally reserved for that customer is released to the altemate supplier at
the maximum tariff rates. It is the responsibility of the alternate supplier to recover

those pipeline charges through a commodity contract with the customer.

WHAT ARE THE CURRENT CAPACITY ASSIGNMENT ALLOCATIONS?
Equitable generates, on a monthly basis, a design maximum daily quantity or
MDQ for all customers that are released to the alternate supplier. Next, Equitable
will release approximately 30% interstate pipeline capacity and 70% interstate
storage capacity to support 100% recovery of the aggregate customer design day
requirements. The interstate pipeline capacity that is released consists of Texas
Eastern Transmission and Equitrans. The interstate storage capacity consists
entirely of Equitrans and is divided among the various storage services as follows:

40% Rate Schedule 115-SS; 25% Rate Schedule 10-SS; 27% Rate Schedule 30-SS;

15
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and 8% Rate Schedule 60-SS. See Exhibit JSN-8 for an example of the current

capacity assignment methodology.

WHAT CHANGES DOES THE COMPANY PROPOSE TO THE CAPACITY
ASSIGNMENT PROVISIONS SINCE THE DESIGN DAY REQUIREMENTS
AND PIPELINE ENTITLEMENTS HAVE CHANGED?

Equitable is proposing to continue to release approximately 30% of the
interstate pipeline capacity and approximately 70% of the interstate storage capacity,
consistent with its current procedures. However, the Company is proposing a
change to the capacity release provisions regarding the interstate storage services.
Please refer to the Direct Testimony of Equitable Witness Rafferty for a discussion
of the new contractual storage services, effective April 1, 2006:- The new Equitrans
storage capacity assignment beginning April 1, 2006 will be: 27% Rate Schedule
115-SS and 73% Rate Schedule 60-SS. See Exhibit JSN-9 for an example of the

proposed capacity assignment methodology.

DOES THIS CONCLUDE YOUR PREPARED DIRECT TESTIMONY?

Yes.

16



SUMMARY QUTPUT

"Regression Statistics

MULTIPLE REGRESSION ANALYSIS
EGC & CARNEGIE DAILY SENDOUT
HDD=756

Equitable Exhibit JSN-1

Multiple R 0.9645 MEAN WIND 15.8 mph
R Square 0.9302
Adjusted R Square 0.9277 PROJECTED SENDOUT = 621,236 DTH
Standard Error 17424
Observations 59 PERIOD: JANUARY 2003 THRU FEBRUARY 2003
ANOVA
df SS MS F Significance F

Regression 2 226487546358 113243773179 373 0
Residual 56 17001491763 303598067 0 0
Total 58 243489038122 Q 0 g

Coefficients Standard Error t Stat P-value  Lower 95%  Upper 95% Lower 95.0% Upper 95.0%
Intercept 28120.0 12096.9 2.3 0.0 3887.1 52352.9 38871 52352.9
X Variable 1 7615.1 294.8 258 0.0 7024.5 8205.8 7024.5 B8205.8
X Variable 2 1381.4 713.4 2.0 0.1 =377 2820.4 -37.7 28204




SUMMARY OUTPUT MULTIPLE REGRESSION ANALYSIS Equitable Exhibit JSN-2
EGC & CARNEGIE DAILY SENDOQUT
Regression Stalistics HDD=75
Multiple R 0.9713 MEAN WIND 15.8 mph
R Square 0.9434
Adjusted R Square 0.9413 PROJECTED SENDOUT = 637,308 DTH
Standard Error 23581
Observations 59 PERIOD: JANUARY 2005 THRU FEBRUARY 2005
ANOVA
df SS MS “F . Significance F

Regression 2 518742167716 259371083858 466 0
Residual 56 31138933765 556052389 0 0
Total 58 549881101481 0 0 0

Coefficients Standard Error t Stat P-value  Lower 95%  Upper 95% Lower 95.0% Upper 95.0%
Intercept 38539.8 11254.8 3.4 0.0 15993.8 61085.9 15993.8 61085.9
X Variable 1 8032.8 265.7 30.2 0.0 75006 8565.0 7500.6 8565.0
X Variable 2 -233.7 1101.0 -0.2 0.8 -2439.3 1971.8 -2439.3 1971.8




Equitable Exhibit JSN-3

Equitable Gas Cdmpany

Projected Design Peak Day
Transportation Requirements

Total ' Baseload Baseload Actual Projected Projectad
Number of Total per customer per customer HDD Heat Factor  Demand (Mcf} Retainage Demand (Dth})
Manth/Year Cuslomers Throughput (Mcf}  Cluly-+August) ner day (Mch  (Calandar)  Heal Fagtar  oer customer (@ 75 HDOY (8%) (@ 75H0O)
COMMERCIAL:
January-2005 3,396 1,621,734 140.8773 4.5444 1,058 1,080.6 0.3182 96,461 5,078 107,652
July-2005 3.355 347,601
August-2005 3,362 588,832

INDUSTRIAL:
January-2005 136 1,318,351 3079.1860 99.3286 1,058 850.3 6.2520 77.279 4,067 86,227
July-2005 140 448,682
August-2005 139 410,536

173,758 193,679



Equitakle Exhibit JSN-4

Equitable Gas Company

Projected Design Peak Day
Standby Requirements

Total Baseload Baseload Actual Projected Projected
Number of Total per customer per custemer HDD Heat Factor Demand (Mcf) Retainage Demand (Dth)
Month/Year Customers Throughput (Mcf)  (July+August) perday (Mcf)  (Calendar) Heal Factor percustomer (@ 75 HDD} (5%) (@ 75 HOD)
COMMERCIAL: '
January-2005 2213 459659.1 25.5208 0.8233 1,058 3811 0.1722 30,403 1,600 33,823
July-2005 2213 544199
August-2005 2213 58535.3

INDUSTRIAL:
January-2005 78 39616.1 77.4737 2.4992 1,058 3.7 0.4068 2,575 136 2,873
July-2008 78 5915.6
August-2005 78 6170.3

Total Projected Demand 32,978 36,796



Equitable Exhibit JSN-5

DAILY IMBALANCE ESTIMATE FOR TRANSPORTATION CUSTOMERS

WIND EGC CARNEGIE WELL TRANSPORT PROJECTED ESTIMATED VARIANCE (%)
DAY HDD SPEED NOMINATIONS NOMINATIONS GAS NOMINATIONS BURN VARIANCE  OF NOMINATIONS
01/01/2005 17 5 42025 32591 9509 84125 68919 15206 22%
01/02/2005 9 8 40964 32591 7035 80590 51683 28907 56%
01/03/2005 15 8 40870 32591 7611 81072 64610 16462 25%
01/04/2005 23 5 40938 32591 12569 86098 81846 4252 5%
01/05/2005 23 7 40964 32591 16385 89940 81846 B0G4 10%
01/06/12006 25 12 40087 32592 17469 90148 86155 3993 5%
01/07/2005 28 5 40087 43763 17816 101666 .. 92618 9048 10%
01/08/2005 29 7 40087 47142 17814 105043 94773 10271 11%
01/09/2005 25 6 40087 47142 " 16460 103689 86155 17534 20%
01/10/2005 28 7 40087 47142 17664 104893 92618 12275 13%
01/11/2005 18 5 40087 39388 14182 93667 71073 22594 32%
01/12/2005 5 . 8 40087 52493 7000 99580 43065 56515 131%
01/13/2005 13 13 40783 42292 8988 02063 60301 762 53%
01/14/2005 39 9 40087 39837 21255 101179 116318 15139 13%
01/15/2005 39 4 40744 37145 22414 100303 116318 16014 14%
01/16/2005 48 11 40951 37145 27508 105604 135708 30104 22%
01/17/2005 57 12 40445 37145 34584 112174 155098 42925 28%
01/18/2005 51 6 40403 37145 32408 109956 142971 32215 23%
01/18/2005 40 1" 400561 32592 27171 99814 118472 18658 16%
01/20/2005 47 8 41044 42292 28431 111767 133553 21786 16%
01/21/2005 49 5 38445 47917 29845 116207 137862 21665 16%
01/22/2005 48 13 37426 51540 oo 119887 135708 16821 12%
01/23/2005 56 7 36345 51540 34281 122166 152944 30778 20%
01/24/2005 48 8 37426 49084 31264 117774 135708 17934 13%
01/25/2005 32 6 37426 56165 22907 116498 101236 15262 15%
01/26/2005 42 11 38526 56535 27282 122343 122781 438 0%
01/27/2005 52 6 37445 45323 32386 115154 144326 29171 20%
01/28/2005 45 5 37445 49728 27809 114982 128244 14263 1%
01/29/2005 35 3 39526 47838 23228 110590 107700 2891 3%
01/30/2005 35 5 40241 47838 22107 110186 107700 2487 2%
01/31/2005 37 2 39480 48487 28330 116297 112009 4289 4%
Average 34 7.2 39697 42910 21762 104370 105823 18346 20.67%



Equitable Exhibit JSN-6

Equitabl.e Gas Company

Derivation of Firm Design
Peak Day Requirements

Source

(1) Projected Total System Regquirements: 637,308 Dth Exhibit JSN-2
(2) Projected Transportation Requirements: (193,879) Dth Exhibit JSN-3
(3) Projected PGC Sales Reqguirements: 443,430 Dth {(1)-(2)}
{4) Projected Standby Requirements: 36,796 Dth Exhibit JSN-4
{5) Projecied Balancing Requirements: 40,068 Dth Exhibit JSN-5
(6) Projected Design Peak Day

Firm Requirements: 520,294 Dth {(3)+(4)+(5))
{7) Projected Appalachian Direct Feed: (1 5,000') Dth
(8) Projected Firm Requirements

on Equitrans: 505,294 Dth {{6)-(")}




Equitable Exhibit JSN-7

Equitable Gas Company

Derivation of Firm Design Peak Day
Requirements - Revised

Source

(1) Projected Total Systern Regquirements: 637,308 Dth Exhibit JSN-2
(2) Projected Transportation Requirements: (193,879} Dth Exhibit JSN-3
(3) Projecied PGC Sales Requirements:’ 443,430 Dth {(-(2)}
(4) Projected Standby Requirements: 24,168 Dth
(5) Projected Balancing Requirements: 13,285 Dth
(6} Projected Design Peak Day

Firm Requirements: 480,883 Dth {(3)+(4)+(5)}

(7) Projected Appalachian Direct Feed: (15,000) Dth

(8) Projected Firm Requirements
on Equitrans: 465,883 Dth {(6)-{7)}



Equitable Exhibit JSN-8

Equitable Gas Company

Current Derivation of Capacity Allocation

(1) Projected Total Customers MDQ
(2) Pipeline Capacity Allocation

(2a) Texas Eastern Pipeline Capacity
(2b) Tennessee Pipeling Capacity

(3) Revised Pipeline Allocation, Less Tennessee

{4} Storage Capacity Allocation

(4a) EQT Storage 115ss 17.60%
{(4b) EQT Storage 10ss 34.70%
{4c) EQT Storage 30ss 37.00%
{4d) EQT Storage 60ss 10.70%

{(4e) EQT Storage 115ss, Replaée Tennessee

{5) Revised Storage Capacity Allocation

* Pipeiine and Storage Capacity must be grossed up by 3.77% Equitrans Fuel
= Al Storage must have corresponding pipeline capacity grossed up by 2.3%

Equitrans Storage Fuel

20,000
10,000

6,300
3,700

6,300
10,000
1,760
3,470
3,700
1,670
3,700

13,700

Dth/Day
Dth/Day

Dth/Day
Dth/Day

Dth/Day
Dth/Day
Dth/Day
Dih/Day
Dth/Day
Bth/Day
Dth/Day

Dth/Day

31.5%

12.8%
253%
27.0%

7.8%
27.1%

68.5%



Equitable Exhibit JSN-9

Equitable Gas Company

Proposed 2006 Derivation of Capacity Allocation

(1) Projected Total Customers MDQ
{2) Pipeline Capacity Allocation

(2a) Texas Eastern Pipeline Capacity
{2b) Tennessee Pipeline Capacity

{3) Revised Pipeline Allocation, Less Tennessee
{4) Storage Capacity Allocation
{4a) EQT Storage 115ss 26.95%
(4d) EQT Storage 60ss 73.05%
(4e)} EQT Storage 115ss, Replace Tennessee

(5) Revised Siorage Capacity Aliocation

* Pipeline and Storage Capacity must be grossed up by 3.77% Equitrans Fuel
** All Storage must have corresponding pipeline capacity grossed up by 2.3%

Equitrans Storage Fuel

20,000
10,000

6,300
3,700

6,300
10,000
2,695
7,305
3,700

13,700

Dih/Day
Dth/Day

Dth/Day
Dth/iDay

Dth/Day
Dth/Day
Dth/Day
Dth/Day
Dth/Day

Dth/Day

31.5%

12.8%
7.8%
27.1%

68.5%
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PREPARED REBUTTAL TESTIMONY OF JEFFREY S. NEHR

I. Witness Background

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS FOR THE

RECORD.

My name is Jeffrey S. Nehr. My business address is 225 North Shore Drive,

Pittsburgh, PA 15212.

BY WHOM AND IN WHAT CAPACITY ARE YOU EMPLOYED?
I am employed by Equitable Gas Company, a division of Equitable

Resources, Inc., as Manager, Gas Supply.

HAVE YOU PREVIOUSLY SUBMITTED TESTIMONY IN THIS
PROCEEDING?

Yes, 1 submitted direct testimony that has been marked as Equitable Statement

No. 2.

II. Purpose of Testimony
WHAT 1S THE PURPOSE OF YOUR REBUTTAL TESTIMONY IN THIS
PROCEEDING?
In my rebuttal testimony I will respond to the direct testimony of Office of
Consumer Advocate (“ OCA”) witness Jerome D. Mierzwa. Specifically, I will

respond to issues raised concerning the Company’ s proposed design day analysis.
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Ill. Design Day Analysis
PLEASE SUMMARIZE THE POSITIONS OF THE OCA REGARDING THE
COMPANY’ S PROPOSED DESIGN DAY ANALYSIS.

The OCA has filed testimony proposing changes to the Company’ s design
day analysis and subsequent capacity portfolio. OCA witness Mierzwa
recommends using only the 2006 data for performing the design day analysis.
Mr. Mierzwa selected 2006 data based on a belief that significant demand
destruction occurred as a result of high gas prices. The OCA anticipates that
“ natural gas prices will remain high for the foreseeable future”. Based on the
OCA testimony, the Company’ s design day analysis is overstated by 30,000 Dth.
Mr. Mierzwa is recommending that the Company aggressively pursue realigning
its capacity portfolio by * renegotiating current contracts, releasing excess
capacity, and examining whether its proposed merger with Dominion Peoples will

provide opportunities to shed capacity”.

DOES MR. MIERZWA QUANTIFY THE IMPACT OF THE CHANGES HE
RECOMMENDED?

No. Due to the uncertainties in Equitable’ s ability to realign its capacity
portfolio as a result of the Dominion Peoples acquisition, Mr. Mierzwa does not

recommend adjustments to purchased gas costs at this time.
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DOES MR. MIERZWA QUANTIFY THE IMPACT OF HIGH GAS PRICES

ON CUSTOMER DEMAND?

No. Mr. Mierzwa does not bother to offer facts or comparative analysis to

support his theory that only high gas prices reduced customer demand.

DOES MR. MIERZWA QUANTIFY THE FORECAST FOR HIGH NATURAL
GAS PRICES?

No. Again, Mr. Mierzwa does not offer facts, comparative analysis or
references to industry experts that would substantiate his theory that natural gas

prices will remain high for the foreseeable future.

WHY DID EQUITABLE NOT INCLUDE 2006 IN ITS DESIGN DAY
ANALYSIS?

Equitable prepared its design day analysis during January 2006. A portion
of the January 2006 data and all of the February 2006 data was not available at the
time the study was performed. Equitable selected the period for analysis based on

the availability of data at the time the study was performed.

DOES EQUITABLE BELIEVE ONLY THE 2006 DATA SHOULD BE USED
TO PERFORM A DESIGN DAY ANALYSIS?
No. Equitable would not have used the January 2006 data for design day

analysis due to excessively warm temperatures. The Company’ s design day

analysis was performed to predict demand on the system under extremely cold
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Q.

temperatures where the system limits are tested. Instead, the OCA chose January
2006 which ranks as the seventh warmest out of the past 135 years and is 26%
warmer than the 100 year normal January. Design days never occur during
warmer than normal periods. January 2006 also lacked significant snowfall or
prolonged snoxx;r cover. One can draw the conclusion that ground temperatures

were also warmer than normal due to diminished snow accumulation.

WHAT SIGNIFICANCE DOES AMBIENT TEMPERATURE, SNOWFALL,
AND GROUND TEMPERATURES HAVE ON CUSTOMER DEMAND?
The single most important factor in design day analysis is ambient

temperature. Ninety-four percent of Equitables design day is due to ambient
temperature impact. Snowfall and ground temperature also impact design day
analysis but are seldom used in studies due to lack of quantifiable weather data.
Nevertheless, these factors, under warmer than normal conditions, contribute to
reduced customer demand. Most residential homes in southwestern Pennsylvania
have basements, where a portion of the home is below ground. If the ground
temperature is cold, it takes more energy to heat the home. Conver;;ely, if the
ground temperature is warm, it takes less energy to heat the home. Equitable
believes that the extremely warm weather that occurred in January 2006

contributed to reduced customer demand, not a high gas price environment.

- DOES THE COMPANY AGREE WITH MR. MIERZWA’ S ANALYSIS

PRESENTED IN SCHEDULE IDM-2?
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No. Mr. Mierzwa presented an analysis in Schedule JDM-2 that uses
2006 weather data in conjunction with Equitable’ s design day regression factors.
Next, he compares these forecasted results to the actual demand experienced
during that period. Based on his analysis, he believes Equitable’ s regression
model was overstated by i1.2%. The Company believes it is not appropriate to
use a different set of variables in an existing modei and expect the resulis to be

conclusive.  This is  precisely what Mr. Mierzwa has done.

HAS THE COMPANY PERFORMED A DESIGN DAY STUDY UTILIZING
BOTH THE 2005 AND 2006 HISTORICAL DATA?

Yes. The Company has utilized weather data from January and February
2005 in conjunction with Januvary and February 2006 to update its design day study.
The Company completed a regression analysis using the data from these four
months. The regression results were analyzed for trends and biases to determine
what factors contributed to the accuracy of the regression model. Based on this
analysis, the Company determined that wind speed did not make a significant
contribution to total design day sendout. Therefore, wind speed was excluded from
this updated design day study. The updated design day sendout utilizing the weather
data from 2005 and 2006 indicates the projected firm requirements are 617,317 dth.
Please see Equitable Schedule JSN-1-R for the results of this updated design day

study.

HAS THE COMPANY UPDATED THE PROJECTED TRANSPORTATION
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DESIGN DAY REQUIREMENTS FOR THE 2005 AND 2006 HISTORIC
DATA?

Yes. The Company performed a regression analysis of ali transportation
customers, by class, for January 2005 and January 2006. Baseload values and heat
factor values were calculated for ea-ch customer class. Projected transportation
requirements were then calculated for those fransportation customers in existence
during January 2005 and January 2006. The results of this analysis and the
corresponding projected transportation requirements are presented in Equitable

Schedule JSN-2-R.

PLEASE SUMMARIZE THE RESULTS AS DOCUMENTED IN EQUITABLE
SCHEDULE NO. JSN-3-R?

The beginning number (Line [} represents the projected total system
requirements expected to occur under design day conditions, which equals 617,317
dth. There is an expected level of throughput, however, that is attributable to
Equitable’s standby and non-standby transportation customers. The Company’s
PGC customers are not responsible for the capacity or the gas supplies serving these
transportation customers. Therefore, we must subtract the expected level of design
day throughput (Line 2) for this group from the projected total system requirements
(Line 1). This results in the projected PGC sales requirements (Line 3). Next, the
Company added back both the projected standby requirements (Line 4) and the
projected balancing requirements for transportation customers (Line 5). The result

is a total of 473,119 dth of projected design day firm requirements (Line 6). Finally,
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the Company subtracted an estimated level of direct-feed Appalachian supply
purchased on behalf of PGC customers (Line 7). The final result indicates 458,119
dth of Equitrans capacity is necessary to meet the Company’s design day firm

requirements (Line 8).

WHAT IS THE IMPACT OF UNDERSTATING CUSTOMER DEMAND
WHEN DESIGN DAY CONDITIONS OCCUR?

When design day weather conditions occur, Equitable is utilizing all of the
capacity it reserved with upstream interstate pipelines to transport gas purchased
to meet design day demand. In the event design day demand is understated,
Equitable would not have sufficient capacity to meet customer demand. Equitable
would be forced into the market to secure delivered gas, if available, or secure
interruptible capacity to transport gas. Under design day conditions, most
interstate pipelines are tested to the limits of their operations. Those interstate
pipelines may exercise operational flow orders and eliminate interruptible
transport to preserve deliverability to their firm customers. Ultimately, Equitable
would be at risk if its transportation capacity is insufficient to meet customer

demand.

DOES EQUITABLE AGREE WITH MR. MIERZWA’ S CONTENTION
THAT HIGH NATURAL GAS PRICES REDUCED CUSTOMER?

No. Equitable Gas experienced a much warmer than normal January in

2006, which combined with minimal snowfall, resulted in reduced customer
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demand. Certainly, there were higher natural gas prices during the 2005-2006
winter heating season. Neither the OCA nor Equitable Gas has factual data to
substantiate whether demand was reduced from the mild winter weather or high
natural gas prices. In either case, in my opinion, the data generated in 2006

should not be used in design day analysis.

DOES EQUITABLE BELIEVE THAT HIGH NATURAL GAS PRICES WILL
EXIST FOR THE FORSEEABLE FUTURE?

No.  Gas prices have fallen significantly from their recent high and
continue to fall. The storage data published by EIA indicates that the country has
a supply surplus due to the mild winter and aggressive storage injections. If
storage injections continue at their torrid pace, storage inventory will peak at 3.3
Tcf by September 1, 2006. Should this occur, demand for natural gas wili likely
fall, which should contain the price for natural gas. Keep in mind that there was
an unusually active hurricane season during 2005 that impacted the production
facilities in the Gulf of Mexico, which contributed, significantly to the rise in
natural gas prices. A large portion of the production and gathering infrastructure
in the Gulf of Mexico was disrupted before, during, and after the hurricane
season. In fact, some of these facilities did not come back on line until after

January 2006.

DOES THIS CONCLUDE YOUR PREPARED REBUTTAL TESTIMONY?

Yes, it does.



Equitable Schedule JSN-I

Equitable Gas Company

Derivation of Firm Design Peak Day

Requirements - Revised

(1) Projected Total System Requirements: 617,317 Dth
(2) Projected Transportation Requirements: {181,651) Oth
(3) Projected PGC Sales Requirements: 435,666 Dth
{4) Projected Standby Requirements: 24,168 Dth
(5) Projected Balancing Requirements: 13,285 Dth

(6) Projected Design Peak Day
Firm Requirements: 473,119 Dth

(7) Projected Appalachian Direct Feed: {15,000) Dth

(8) Projected Firm Requirements
on Equitrans: 458,119 Dth

Source .

Exhibit JSN-12

Exhibit JSN-13

{(M-@)}

{(3)+(4)+(5)}

{6)-(M}
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PREPARED DIRECT TESTIMONY OF JOHN M. QUINN

1. Witness Background
PLEASE STATE YOUR NAME AND BUSINESS ADDRESS FOR THE

RECORD.

My name is John M. Quinn. My business address is 225 North Shore

Drive, Pittsburgh, PA 15212-5352.

BY WHOM AND IN WHAT CAPACITY ARE YOU EMPLOYED?
I am employed by Equitable Gas Company (“Equitable” or “Company”),

a division of Equitable Resources, Inc., as Director of Rates.

WHAT ARE YOUR RESPONSIBILITIES AS DIRECTOR OF RATES?
1 am responsible for the development and coordination of rate, tariff, and
other regulatory activity for Equitable’s distribution operations in Pennsylvania

and West Virginia and its farm tap customers in Kentucky.

PLEASE DESCRIBE YOUR PROFESSIONAL EXPERIENCE AND
EDUCATIONAL BACKGROUND?

I have been in my current position with Equitable since 2003. Prior to
joining Equitable 1 was employed by NiSource, Inc. or its predecessor companies
from 1989 to 2002 in positions of increasing responsibility in several rate and

regulatory affairs positions. As the Director of Regulatory Policy and Planning with
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NiSource I was responsible for rate, tariff, and regulatory activity in Pennsylvania,
Virginia, and Maryland.

From 1984 to 1989 I was employed by the Iowa State Utilities Board’s
(“ISUB”) ’ Bureau of Rate and Safety Evaluation focusing on the regulation of
natural gas distribution and interstate pipelines.

I graduated from the University of Northern Jowa with a Bachelor of Arts
Degree, majoring in Accounting. I have also earned a Masters Degree in Public
Management with a concentration in Finance from Carnegie Mellon University.
While with NiSource, I successfully completed their Executive Development
Program at The Wharton School at the University of Pennsylvania. I have also
attended a variety of seminars and continuing education courses on ratemaking and
finance sponsored by various accredited universities and trade associations over the

course of my professional career.

HAVE YOU PREVIOUSLY TESTIFIED BEFORE THE PENNSYLVANIA
PUBLIC UTILITY COMMISSION OR ANY OTHER UTILITY COMMISSION?
Yes. 1have presented testimony and, on occasion, appeared as a witness in
1307(f) proceedings before this Commission including Docket Nos. R-00050272, R-
00049154, R-00016179, R-00005110, R-009844307 and R-00973931. 1 also
submitted testimony before this Commission in Docket No. R-00994781, a natural

gas restructuring proceeding. In addition, I have presented testimony and appeared

" The ISUB is responsible for the regulation of investor owned natural gas, electric, and telephone companies
providing retail service in lowa.
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as a witness on a variety of rate and tariff issues in gas cost proceedings and base
rate cases before the state utility commissions of West Virginia, Maryland, Ohio,

Virginia, and lowa,

ARE YOU ACTIVE IN ANY NATURAL GAS TRADE ASSOCIATIONS?
Yes. Iam active in several commuttees with the Pennsylvania Energy

Association and the American Gas Association.

WHAT IS THE PURPOSE OF YOUR DIRECT TESTIMONY?

During Equitable’s 2004 and 2005 1307(f) proceedings, the issue of
discounting or waiving tariff rates was a contested issue. While a settlement was
reached in the 2004 1307(f) proceeding, the i1ssue was fully litigated in the
Company’s 2005 1307(f) proceeding. As a result, the Commission 1ssued an Order
in Docket No. R-00050272 providing guidance on the treatment of discounts and
waivers in future 1307(f) proceedings. The Commission’s order required that if
Equitable exercised 1is discretion to discount or waive tanff rates in the future the
Company must provide a demonstration of the positive benefits to customers as a
result of the discounts or waivers. My direct testimony will provide the

demonstration requested by the Commission.

WHAT TARIFF PROVISIONS, SUBJECT TO THIS PROCEEDING, DOES

EQUITABLE HAVE DISCRETION TO NEGOTIATE?



10

11

12

13

14

15

16

17

18

19

20

21

22

Equitable has tariff authority to negotiate several non-gas cost and gas cost
related tariff provisions. However, the subject of this proceeding relates to
Equitable’s October 1, 2006 projected annual gas cost rate. As such, the requested
demonstration will focus on three gas cost related tariff provisions that Equitable has
discretion to negotiate: (1) system average fuel retention for transportation
customers; (2) the Rider B, Transportation Migration Rider; and (3) balanciné

charges.

WOULD YOU PLEASE EXPLAIN THE DECISION REACHED BY THE
COMMISSION IN DOCKET NO. R-00050272 RELATED TO DISCOUNTING
AND WAIVING TARIFF RATES OR RULES?

Yes. The Commission’s decision in Docket No. R-00050272 reaffirms
that one of its principal goals in allowing NGDCs the ability to negotiate or discount
tariff rates is to provide a benefit to all customers through retaining delivery service
to large volume customers who make a significant contribution to the recovery of an
NGDC’s cost of providing utility delivery service. However, the Commission also
concluded that it was unreasonable to transfer the associated costs of rate discounts
to PGC customers if the discount was offered in order to induce a customer to
switch its delivery service from another jurisdictional NGDC, or to match an offer
made to an existing customer by a competing jurisdictional NGDC in order to retain

the load.
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Q. DID THE COMMISSION INDICATE THAT THERE ARE EXCEPTIONS
WHERE IT WOULD BE REASONABLE FOR PGC CUSTOMERS TO ASBORB
THE COSTS OF DISCOUNTED OR WAIVED TARIFF RATES OR RULES?

A. Yes. The Commission has determined that a two pronged test must be
administered in order to determine if it is reasonable to require PGC customers to
bear the costs of discounted or waived tariff rates. First, the individual customer
must fall under at least one of the following circumstances:

1. A customer may obtain sérvice through a direct bypass;
2. A customer receives service through facilities which do not incur the
system average retainage percentage;

3. A competitive offer is received from a non-jurisdictional entity;
4. Economic development and job retention issues impact the rate paid by the

customer;
5. A customer receives a bona fide competitive offer from an alternative

energy source; or
6. Other instances in which a utility has properly exercised its discretion.

Second, the existing customer charges should also recover the marginal cost of

delivering gas to ensure a contribution to fixed costs.

Q. CAN YOU EXPLAIN WHAT IS MEANT BY MARGINAL COST?
A. Yes. In economic terms, marginal cost refers to the change in total costs
resulting from a one-unit change in the total output of a good or service.” From an

accounting/utility rate perspective, I equate a marginal cost to the variable cost® to

? Ansel M Sharp, Charles A. Register, and Paul W. Grimes, Economics of Social Issues, (McGraw-
Hill/Irwin 2004).

3 A variable cost changes in total proportion to changes in the related level of total activity or volume.
Charles T. Horngren, Srikant M. Datar, George Foster, Cost Accounting A Managerial Emphasis, (Prentice
Hall, 2003).
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serve a customer. Most utility delivery service costs are fixed costs, meaning that

they do not vary with the level of throughput.

WHAT IS THE FIRST ANNUAL 1307(F) PERIOD IMPACTED BY THE
COMMISSION’S DECISION ON THE RECOVERY OF DISCOUNTS OR
WAIVERS FROM PGC CUSTOMERS?

The Commission has determined that the prospective PGC rate effective October 1,
2006 should not include gas costs associated with discounts or waivers unless they

meet the aforementioned exceptions.
Discounting of Fuel Retention Charges

HAS EQUITABLE DISCOUNTED OR WAIVED ITS FUEL RETENTION
CHARGES DURING THE HISTORIC PERIOD?
Yes, it haé. However, all of these discounts or waivers relate to contracts executed

prior to the Commission’s decision in Equitable’s last 1307(f) proceeding.

CAN YOU PLEASE EXPLAIN YOUR EXHIBIT NO. IMQ-1?

Yes. Equitable has negotiated delivery service agreements with seven
different customers that contain a retainage rate that deviates from the distribution
system average rate of 5%. Exhibit No. JMQ-1 identifies the seven transportation

service customers, associated deliveries for the twelve months ended December

2003, delivery service revenue, negotiated retainage rate, retainage cost deficiency
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(negotiated retainage rate less 5% or some other appropriate rate based on

facilities), and net delivery service revenue (delivery service revenue less retainage
cost deficiency). Exhibit No. IMQ-1 also identifies whether the individual customer
meets any of the Commission exceptions discussed previously. Referring to column
5 of Exhibit JMQ-1, a positive number indicates that the delivery service revenue
recovered from a ctistomer exceeds the discounted cost of fuel retainage and thereby

provides a positive benefit to all customers through the contribution toward delivery

service fixed cost recovery.

WOULD YOU PLEASE EXPLAIN YOUR CALCULATION IN COLUMN 6 OF
EXHIBIT IMQ-1?

Yes. In his testimony, Equitable witness Stephen Rafferty explains that
each of the seven customers who have a discounted or waived fuel retainage rate
also have pressure and temperature compensated meters. Based on the accuracy of
such meters, Mr. Rafferty recommends that an applicable retention rate should be
no more than 2.5%. For comparison purposes 1 have included Column & which
calculates the retainage cost deficiency for each customer (excluding Customer 2)
assuming that the appropriate retainage rate is 2.5%. When compared to the
applicable delivery service revenue (chlumn 2) all seven customers provide a

positive contribution toward the recovery of delivery service fixed costs.

DO ALL CUSTOMERS IDENTIFIED ON EXHIBIT JMQ-1 MEET THE

COMMISSION'S TWO PRONGED TEST?
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With the exceptions noted below, they do. More importantly, of the total

volume discounted, over 98 % meet the test.

| Customer 1 received a competing offer from another jurisdictional NGDC
in 2003. Equitable agreed to match that offer to retain the load. During 2005, the
calculated retainage cost deficiency exceeded the delivery service revenue.
However, Equitable has reached a tentative agreement to restructure this agreement
so that there will be recovery of the full 5% fuel retention level effective October 1,
2006 1307(f). Accordingly, there will be no prospective discount/waiver for this
customer.

Customer 2 is Equitable’s largest transportation customer by volume, and
is served through a high pressure transmission line. This line, commonly referred
to as Line M-81, was part of the old Carnegie Natural Gas Company assets that
were divided into local distribution and interstate pipeline facilities pursuant to a
FERC Order in 1994 in Carnegie’s corporate reorganization fiing. 69 FERC
961,364. Although Line M-81 is a transmission line, it was retained by the

distribution company:

The above-described facilities to be retained by Carnegie for local
distribution purposes are located downstream of Carnegie’s Jones
Farm City Gate, an operational point on its system consisting of
pipeline manifolds, regulators, meters, and flow control valves.
Carnegie also proposes to retain these facilities, explaining that
they are necessary to separate and regulate the flow of gas into
Carnegie’s lines in Allegheny County, Pennsylvania, that deliver
gas to the ultimate consumers. This distribution service area,
known as the Monongahela River Valley (Mon Valley), contains
the highest concentration of Carnegie’s residential and commercial
customers. Since all gas entering the Mon Valley system is
delivered to customers that will become Carnegie’s local
distribution customers following the corporate reorganization, the
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applicants state that Carnegie will need to retain the described

facitities at the Jones Farm City Gate to maintain operational

control over the flow of gas to distribution customers in the Mon

Valley service area.

Equitabie has not sough-t to change the classification of this pipeline, although it is
the only high-pressure transmission line operated by Equitable. The line is 1n
excellent condition and experiences little or no measurable lost and unaccounted for
gas.

Customer 2 has the capability of using over a Bef of gas per month. Due
to this large volume of throughput and the relative proximity .of two interstate
pipelines that could provide a by-pass of Equitable’s Line M-81, Equitable agreed in
2004 to offer incentives to Customer 2 to remain an LDC customer. Under the
curreﬁt agreement, which is due to expire on January 1, 2008, Customer 2 pays a
discounted delivery rate, an aggregate monthly service charge, and 1.5% retainage.
It 1s Equitable’s belief that these rates are fully compensatory due to the condition of
the pipéline serving this location. As a result, Exhibit JMQ-1 identifies no retainage
cost deficiency for Customer 2 in Column 4.

If the Customer 2 were to be charged 5% retainage, its costs using a PGC
commodity rate of $9.65/Mcf would increase by roughly $0.34/Mcf, or using the
deliveries for the 12-months ending in August 2005 of 6.1 Bcf, some $2.1 million
annually. Our best engineering estimate 1s that this customer could construct a by-
pass delivery line to either interstate pipeline company for significantly less than

$2.1 million. Therefore, if Equitable were to seek the maximum retainage rate this

customer would undoubtedly pursue its by-pass alternatives. Additionally, the
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arrangement has worked well for both parties. As noted earlier, engineering
analysis supports a retainage level of 1.5% as reasonable. Likewise, the customer
has benefited from this lower rate and increased production, providing significant
economic value to its employees and shareholders and to the economy in general in
Western Pennsylvania.

Customer 3 is a public utility service provider on the North Shore of the
Allegheny River. This customer has the present capability to use, and does use to a
substantial degree, alternate fuel to run its plant. The customer also has permits
allowing it to significantly increase the level of alternative fuel utilization if it shouid
so0 desire. Customer 3 has demonstrated to Equitable, and has agreed to
demonstrate to the Commission in this proceeding, that it was experiencing
significant problems in renewing service to its large load customers. Without the
discounts offered by Equitable this customer faced the probability of substantial loss
of customer load. Nevertheless, even with the discounts, the delivery service
revenue exceeds the retainage cost deficiency thereby providing a positive benefit to
all of Equitable’s customers.

Customers 4 & 7 receive service through dedicated facilities directly
served by interstate pipelines. The facilities are either new or recently constructed,
have measurement both in and out of the pipeline, serve no other customers and the
appropriate tetainage level can be accurately determined. In each case, the
discounted rate exceeds the actual lost and unaccounted for gas incurred to serve the

customer. Qbviously, absent some level of discounts these customers would be able

to by-pass Equitable and connect directly to the interstate pipeline. Nevertheless,

10
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the delivery service revenue exceeds the retainage cost deficiency thereby providing
a contribution to the recovery of distribution service fixed costs.

Customers 5 & 6 have retainage discounts that were negotiated because
tﬁey are competitive with another jurisdictional NGDC.  Based on the
Commission’s recently anoounced policy the customers do not meet the two-

pronged test.

Q. IF THE COMMISSION WERE TO DENY THE RECOVERY OF THE
RETAINAGE COST DEFICIENCY FROM PGC CUSTOMERS WHAT DOES
EQUITABLE REQUEST OF THE COMMISSION?

A I have been instructed by counsel to request that the Commission issue an
order declaring that delivery service agreements containing retainage discounts
executed prior to the Commission’s September 28, 2005, Order at Docket No. R-
00050272 be declared against public policy, illegal and unenforceable and order
Equitable to immediately begin negotiations with the affected delivery service
customers for the purpose of obtaining a retainage rate consistent with the

Commission’s policy. This is necessary to create a level playing field for all parties.

Discounting/Waiving Rider B Transportation Migration Rider

Q. HAS EQUITABLE DISCOUNTED OR WAIVED ITS RIDER B

TRANSPORTATION MIGRATION RIDER DURING THE HISTORIC PERIOD?

A.  Yes.

11
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CAN YOU PLEASE EXPLAIN YOUR EXHIBIT NO. IMQ-2?

Yes. During the historic period Equitable waived its Rider B - Migration
Rider for three existing customers due to competitive pressure from another NGDC.
Exhibit IMQ-2 represents Equitable’s demonstration of the positive benefit to
customers as a result of the waiver of Rider B. It should be noted, Rider B waivers
affecting each of the three customers will expire prior to October 1, 2006.
Therefore there will be no impact of waivers related to the customers in Equitable’s

prospective PGC rate.

Discounting/Waiving Balancing Charges

HAS EQUITABLE DISCOUNTED OR WAIVED BALANCING CHARGES
DURING THE HISTORIC PERIOD?

Yes. Prior to the issuance of the Corﬁmission’s guidance on the treatment
of discounts and waivers Equitable had negotiated several multi-year delivery
service agreements that contained discounted or waived balancing charges. As a
result of the Commission’s Order, Equitable modified its marketing policies on
extending discounts and waivers. As these multi-year delivery service agreements
expire Equitable wiﬂ apply its revised marketing policies for balancing service

charges.

12
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IS THERE A TRANSFER OF COST RECOVERY TO PGC CUSTOMERS AS A
RESULT OF EQUITABLE’'S DISCOUNTED OR WAIVED BALANCING
CHARGES?

No. As discussed in the testimony of Equitable witness Jeffery Nehr, the
Company has adjusted its balancing service requirements, and therefore its total
firm capacity requirements, to a level equal to the projected balancing service costs
recovered from transportation customers. As a result, Equitable is not transferring

the associated costs of balancing service discounts to PGC customers.

Does this conclude your prepared direct testimony?

Yes it does.

13



Deliveries Delivery Negotiated
Custormer TME 12/31/05 Service  Reiainage
No. {Mch Revenue Rate
() (2) (3)

1 911,477  $309,902 0.0%
2 6,143,260 $940,912 1.5%
3 763,407 $585.837 0.6%
4 193,750 $1,280,568 0.5%
5 42,777 $33,600 1.0%
] 127,516  $63.024 3.5%
7 0 $1.308.000 1.0%

8182167 $4.521.044

Reflects mean 2005 commodity cost of purchased
System average retention rate
System average retention rate

Equitable Gas Company
Retainage Discounts

Retainage
Cost

Net
Delivery Service

Retainage
Cost

Deficiency @ 5%  Revenue  Deficiency @ 2.5%

(4) (5=2+4) (6)
$ (439.813) $  (128,911) % (219,906)
- 240,912 -
(324,161) 261,676 (138,979)
(84,141) 1,196,427 {37.396)
{16,513} 17,087 (6,192)
(18,458) 44 565 12,306
- 1,308,000 -
$ (883.087) $ 3.638,757 § (391,167)
% 8.65 Mcf

5%
25%

Exhibit JMQ-1
Exceptions
Service via Non- Economic Offer From
Direct Facilies Requining Jurisdictional Development/  Alternative
Bypass < 5% Retention Offer Job Retention Energy Source Other
X
X X X
X X
X X
X
X
X X




Equitable Gas Company Exhibit JMQ-2
Transportation Migration Rider

Exceptions
Annual Delivery Negofiated  Migration Net Service via Non- Ecanomic Offer From
Customer Deliveries Service Migration Cost Delivery Service|] Direct  Faciliies Requiring Jurisdictional Development/  Alternative
(Mcf) Revenue Rate Deficiency Revenue Bypass < 5% Retention Offer Job Retention Energy Source Other
(1 @) @) (4) (5=2+4)
1 1,623 $5,006 $ - % (438) 3 4,568 X
2 5,000 $12,550 - $ (2.450) 10,100 X
3 2.965 $8.401 - $__{1.097) 7,304 X
2.288 $23.958 $ (3.985) $ 21,972
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PREPARED REBUTTAL TESTIMONY OF JOHN M. QUINN

I. Witness Background
PLEASE STATE YOUR NAME AND BUSINESS ADDRESS FOR THE
RECORD.
My name is John M. Quinn. My business address is 225 North Shore Dnive,

Pittsburgh, PA 15212-5352.

ARE YOU THE SAME JOHN M. QUINN WHO SUBMITTED PREPARED
DIRECT TESTIMONY IN THIS PROCEEDING?

Yes I am. My direct testimony is contained in Equitable Statement No. 4.

WHAT IS THE PURPOSE OF YOUR REBUTTAL TESTIMONY?

My rebuttal testimony will respond to the direct testimony of Office of Small
Business Advocate ("OSBA™) witness Brian Kalcic, Office of Trial Staff ("OTS")
witness Michael J. Gruber, NRG Energy Center Pittsburgh LLC (“ NRG”) witness
Timothy W. Merrill and Office of Consumer Advocate (“ OCA™) witness Jerry
Mierzwa. Specifically I will respond to testimony submitted by Mr. Kalcic and Mr.
Gruber related to Performance Based Rate (“ PBR”) Design No. 1, Mr. Merrill’ s
testimony concerning his negotiated delivery service rate, and Mr. Mierzwa’ s

testimony on fuel retention.
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I1. PBR Design No. 1

HAVE YOU REVIEWED MR. GRUBER’ S DIRECT TESTIMONY
DISCUSSING PBR DESIGN NO. 1?

Yes I have.

DO YOU HAVE ANY COMMENTS?

Yes. On page 6 of his prepared direct testimony OTS witness Gruber
states that his counsel has advised him that if the Commission does not act to
extend PBR Design No. 1 Equitable would no longer be permitted to retain any
revenue or savings generated from off-system sales or capacity release
transactions. Mr. Gruber further states that all revenue or savings would flow to
the benefit of Purchased Gas Cost (“ PGC™) customers. Equitable disagrees with
that position. In the alternative, Equitable’ s believes that if PBR Design No. 1 is
not extended the program terminates and the Company will retain 100% of the
savings or revenue generated from transactions historically covered by PBR

Design No. 1.

HAVE THE OTS AND OSBA RECOMMENDED AN EXTENSION OF THE
CURRENT PBR DESIGN NO. 1 SHARING MECHANISM?
Yes. Both the OTS and OSBA recommend that the current 75%/25%

sharing arrangement be extended.
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WHAT IS EQUITABLE’ S RESPONSE TO THE PBR SHARING PROPOSED
BY THE OTS AND OSBA?

Equitable has asked the Commonwealth Court of Pennsylvania at
Commonwealth Court Docket No. 687 C.D. 2006 to review and reverse the
Commission’ s decision in Docket No. R-00050272 related to PBR Design No. 1.
While continuing to support its appeal of the Commission’ s decision, Equitable
will accept the OTS/OSBA recommendation to continue the 75%/25% sharing
mechanism subject however to the right on the part of the Company to recover the
lost shared revenue with interest at 6% if the Commonwealth Court overturns the

Commission decision.

HI. NRG Testimony

HAVE YOU REVIEWED THE DIRECT TESTIMONY OF NRG WITNESS
MERRILL?

Yes I have.

DO YOU HAVE ANY COMMENTS?

Yes. Beginning on page 8 through page 9 of his prepared direct testimony
Mr. Merrill provides several unsupported statements regarding Equitable’ s
delivery service rates. My initial comment is that Mr. Merrill’ s testimony refers

to subjects normally addressed in base rate cases. Testimony regarding delivery
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service rates and rates of return has no place in an annual 1307(f) proceeding and
should be disregarded by the Commission.

Second, Mr. Merrill’ s ratemaking experience in the natural gas industry
is ambiguous at best. By his own admission (NRG Exhibit No. 1), Mr. Merrill
has never performed, nor submitted testimony supporting or contesting, a study
that allocates distribution system costs to each customer class (“ cost allocation
study™), nor has he ever performed a rate design or rate of return study. Yet, Mr.
Merrill requests that the Commission accept that he is an expert in the
aforementioned ratemaking issues because over the years he has been privy to
negotiations between unnamed companies and unnamed LDCs and viewed an
unnamed LDC cost of service study which allocated mains and service costs using
a basis he does not bother to reveal.

Third, Mr. Merrill’ s statements regarding Equitable’ s delivery service
rates are unsupported by any Equitable pro forma cost allocation study. Mr.
Merrill has offered no reviewable evidence to support his statemenis. 1 am
currently awaiting NRG’ s responses to interrogatories served on May 24, 2006.
I reserve the right to supplement my testimony related to this issue based on

NRG’ s responses.

MR. MERRILL CONTENDS THAT EQUITABLE’ S RATE SCHEDULE GDS
DELIVERY SERVICE RATE IS EXCESSIVE. 1S HE CORRECT?

No, he is not. Rate Scheduie GDS, and the rates contained therein, were

approved by Commission order as just and reasonable at Docket No. R-00963858,
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Equitable’ s most recent base rate case submitted in February 1997. The
maximum Commission-approved Rate Schedule GDS rate for large volume
customers is $2.36/Mcf. NRG’ s rate is less than a third of the rate this

Commission has authorized Equitable to charge.

WHAT RATE OF RETURN DID EQUITABLE ACHIEVE ACCORDING TO
THE MOST RECENT QUARTERLY EARNINGS REPORT TO THE
COMMISSION?

The most recent Quarterly Earnings Report submitted to the Commission for the
twelve months ended March 2006 indicated that Equitable earned a pro forma rate
of return of 5.5%. In addition, the Comumission’ s May 24, 2006 Quarterly
Earnings Report Summary indicated that of the eight other major Pennsylvania gas
utilities Equitable had the lowest reported actual and pro forma return on equity
0f 2.91% and 5.30%, respectively. Clearly Equitable’ s GDS delivery service

rate 1s not excessive.

Discounting of Fuel Retention, Migration, and Balancing Charges

BASED ON YOUR REVIEW OF THE DIRECT TESTIMONY OF THE OTS,
OCA, OSBA, AND NRG WITNESSES, DOES ANY PARTY DISPUTE THAT
EQUITABLE HAS MET ITS BURDEN OF PROOF CONCERNING

DISCOUNTING WITH RESPECT TO FUEL RETENTION, THE

MIGRATION RIDER, OR BALANCING CHARGES?
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No. On page 14 of his direct testimony, OCA witness Mierzwa agrees with my
analysis demonstrating that Customers 1-4 and 7 satisfy the Commission’ s
requirements and therefore, their fuel retainage discounts may be recovered
through the PGC.

The OSBA and NRG filed no testimony on this matter, while the OTS has
ignored Equitable’ s 2005 demonstration. Therefore, I must conclude that our
methodology is acceptable and the Company’ s demonstration complies with the
requirements as discussed in the Commission’ s Order at Docket No. R-

00050272.

DO YOU HAVE ANY COMMENTS ON MR. MIERZWA’ S SCHEDULE
JDM-5?

Yes. While Mr. Mierzwa has proposed no adjustments to the projected
PGC rate concerning fuel retainage, he has prepared a schedule which purports to
show the impact of his recommended prospective changes. There are two errors
included in Schedule JDM-5 that I would like to bring to the Commission’ s
attention. First, on line 15 of Mr. Mierzwa’ s schedule he incorrectly uses a
retainage rate for all transportation throughput of 7.9%. In his direct testimony,
Equitable witness Stephen Rafferty discussed at length that the appropriate
retainage rate for transportation customers with temperature and pressure
compensated meters should only be 2.5%. Mr. Mierzwa does not dispute Mr.
Rafferty’ s testimony on this matter. In his rebuttal testimony, Mr. Rafferty

concludes that the current 5% retainage rate charged to transportation customers is
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the appropriate retainage rate. Therefore, Mr. Mierzwa has overstated the
effective retainage charge to PGC customers on line 37 of Schedule JDM-5. The
corrected retainage charge per the caiculation proposed by Mr. Mierzwa is 6.4%.
Second, on line 33 of Schedule JDM-5, Mr. Mierzwa reflects Equitable’ s
projected C Factor rate of $10.54/Mcf as the appropriate cost of gas. The C
Factor utilized by Mr. Mierzwa includes demand costs that are irrelevant when
calculating the price of gas paid by PGC customers for discounted transportation
retainage charges. Demand costs are fixed costs that wili not vary with the
volume of gas retained by Equitable. PGC customers pay the same level of
demand costs regardless of the level of Equitable’ s retainage rate charged to
transportation customers. As a result, the cost impact on PGC customers shown
on line 35 of Schedule JDM-5 is also overstated. After correcting both errors, the
cost impact on PGC customers is approximately $1.4 million, not the $9 million

identified by Mr. Mierzwa.

HAVE YOU PREPARED A REVISED EXHIBIT CORRECTING THE
AFOREMENTIONED ERRORS?

Yes. I have prepared Exhibit JIMQ-3 correcting Mr. Mierzwa’ s Schedule JDM-

ON PAGE 16 OF HIS DIRECT TESTIMONY MR. MIERZWA

RECOMMENDS CHANGES TO THE COMMISSION’ S NEWLY
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ESTABLISHED POLICY RELATED TO RETAINAGE DISCOUNTS. DO
YOU HAVE ANY COMMENTS?

Yes. Mr. Mierzwa recommends that the Commission establish a new
condition that must also be met before fuel retainage discounts are recoverable
from PGC customers. The OCA recommends that an NGDC not discount fuel
retention charges to a transportation customer by a greater percentage than it has
discounted its applicable base rate. I disagree. The Commission recently
established a net benefits test for fuel retainage discounting in its Final Order at
Docket No. R-00050272. The OCA did not raise this issue in testimony, or ask
the Commission for reconsideration of its order establishing the net benefits test.
The Commission has correctly decided that the discounting of retainage is
acceptable if the base rate charges recover the marginal cost of delivering gas to

ensure a contribution to fixed costs.

DOES THIS CONCLUDE YOUR REBUTTAL TESTIMONY?

Yes it does.



EQUITABLE GAS COMPANY

Estimated Impact of Retainage Recommendations on PGC Customers

(Mcf)

Projected 2006 PGC Period Volumes

PGC Sales
Transportation

Total
Fuel Charge Discounted Volumes

Total Non-Fuel Discounted Volumes
Total Transportation Non-Fuel Discounted Volumes

Transportation retainage rate 5.00%
Redquired Retainage

Retainage from Discounted Volumes

Additional Retainage to ba Recovered

Retainage as a Percent of Non-Discounted Volumes 5.99%
Current Retainage Charge 5.00%
Required Increase in Retainage Charge 0.99%
Retainage Collected from Transportation Customers at Existing Charge
Retainage from Transportation Custorners at Sytem Average
Overcollection of Retainage from PGC Customers

Commodity Cost of Gas

Cost Impact on PGC Customers

Effective Retainage Charge to PGC Customers

24,249,100

22,333,591

46,582,691

7,499,641

38,083,050
14,833,950

2451721

108,734

2,341,986

780,734

945,561

164,827

$8.5760

81413585

6.4%

Exhibit JMQ-3

Source/Calculation

QOCA-I-2
OCA-I-2

Lines 3 +4
QOCA-II-18, less Customer 1

Line§- Line §
Line 4 -8

Witness Stephen Rafferty testimony
(Line 6/(1 - Line 13) - Line &
GCA-I-16

Line 15- 17

Line 19/ Line 10

Per Taritf

Line 21 - 23

{Line 1141 - Line 23) - Line 11

(Line 111 - Line 21} - Line 11

Line 29 - 27

ltem 53.64(a), Section I, Part A, Sheet 1

Ling 31 x 33

{Line 19 - 27)/ Line 15
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PREPARED DIRECT TESTIMONY OF STEPHEN C. RAFFERTY

WITNESS BACKGROUND AND QUALIFICATIONS
PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.
My name is Stephen C. Rafferty. My business address is 225 North Shore
Drive, Pittsburgh, Pennsylvania 15212.
BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY?

I am employed by Equitable Gas Company (“Equitable” or the “Company”), a

division of Equitable Resources, Inc., as Vice-President, Utility Asset Management.

PLEASE STATE YOUR PRIMARY DUTIES IN YOUR CAPACITY AS VICE-
PF"JESIDENT, UTILITY ASSET MANAGEMENT.

I ﬁave overall responsibility for ensurirllg that Equitable has sufficient natural gas
supplies and delivery service capacity to meet the needs of the customers on its system,
consistent with ]east cost procurement policy and practices. In addition, I have the
responsibility for the administration of Equitable’s end-user transportation program.
BRIEFLY DESCRIBE YOUR EDUCATIONAL BACKGROUND AND
PROFESSIONAL WORK EXPERIENCE.

I attended the University of Pittsburgh and earned a Bachelor of Science Degree
in Civil Engineering in 1986. I continued my education with graduate work and earned
a Masters in Business Administration (MBA) degree from the Indiana University of

Pennsylvania in 1990. I have also completed several technical and industry refated
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courses and seminars pertaining to my job responsibilities.

Professionally, I began my career in 1986 as a Civil Engineer with the
Pennsylvania Department of Transportation. In 1988, I accepted a position with
Equitable Gas Company as a Technical Fieldman. In 1989, I was promoted to the
position of Customer Service Foreman. In 1991, I was promoted to the position of
District Foreman, These operational positions were within the Distribution Department
and included responsibility for utilizing a unionized labor force to schedule work and
complete assignments. These positions provided an excellent background in
understanding gas pressures and flows and the manner in which supplies are distributed
within the Company’s service territories. In 1995, I was promoted to the position of
Load Research and Planning Coordinator in the Gas Management Department with
responsibility for gas supply / demand forecasting. In January 1997, I was promoted to
the position of Manager- Gas Acquisition and Planning. In January 1999, I was
promoted to Directc;r', Gas Acquisition. In January 2000, I was promoted to Director,
Gas Acquisition & Management. In March 2004, I was promoted to my current
position as Vice-President, Utility Asset Management.

HAVE YOU PREVIOUSLY TESTIFIED BEFORE REGULATORY AGENCIES?

Yes..I submitted testimony before the Pennsylvania Public Utility Commission
in Equitable’s 1997, 1998, 1999, 2000, 2001, 2002, 2003, 2004 and 2005 1307(f)
proceedings at Docket Nos. R-00973895, R-00984279, R-00994601, R-00005067, R-
00016132, R-00027135, R-00038166, R-00049154 and R-00050272, respectively. In

addition, I testified before this Commission in Equitable’s 1998 Service Expansion

3
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Application at Docket No. A-121100 F0003 and in the Company’s 1999 restructuring

proceeding at Docket No. R-00994784.

PURPOSE OF TESTIMONY
WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS PROCEEDING?
The purpose of my testimony in this proceeding is to:

» sponsor certain portions of the Company’s 2005 1307(f) filing;

o describe briefly Equitable’s natural gas acquisition strategy including the
Company’s use of risk management tools and its proposed formal hedging program;

o identify the Company’s projected gas supply sources;

o explain the use of interstate pipeline servic;:s during the historic period;

» Dbriefly discuss Equitrans’ general rate case at Dockét No. RP04-97 and the impact
their proposal and settlement, including the proposed rates and refund, would have
on the Company’s gas acquisition costs;

o discuss the contractual changes to the interstate pipeline contracts that the Company
anticipates during the Interim and Projected periodsAincluding the Company’s efforts
to generate gas cost savings by monetizing the value between the differ.ent delivery
points associated with a Dominion Transmission storage and transportation contract;

o briefly explain Performance Based Rate (“PBR™) Design No. 1 and the Company’s
desire to modify this incentive mechanism;

o demonstrate that there were positive benefits to customers as a result of the
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Company’s discounts or waivers of certain tariff provisions;
e report on the actions taken by the Company in response to the Energy Information
Administration (“EIA™) reporting erroneous storage information that was submitted

by Dominion Transmission Inc.

RESPONSIBILITY FOR 1307(F) FILING
WHICH PORTIONS OF THE COMPANY'S 2006 1307(F) FILING ARE YOU
SPONSORING‘?

The specific sections of the filing which I am sponsoring are listed on
Attachment A to my direct testimony. The majority of these sections are self-
explanatory, therefore, I will not address them individually in my testimony. However,
I will answer any questions which may arise during the course of this proceeding

concerning these sections.

EQUITABLE’S GAS ACQUISITION STRATEGY

PLEASE BRIEFLY DESCRIBE EQUITABLE’S GAS ACQUISITION STRATEGY.

Equitable purchases its gas supplies based on an acquisition strategy that
minimizes gas purchase costs while assuring there is adequate, reliable supply.
Assurance of “adequate and reliable” supply requires that planning be based on the
need to maintain deliverability during peak demand periods under design day
conditions. In addition, factors including historical dependability and reliability are
considered. Finally, assurance of “adequate and reliable” supply also requires that gas

5
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quality and operating pressures be consistent with the Company’s needs and qualitative
standards. This strategy is pursued within the scope of the Company’s existing
operational capabilities — both physical and contractual - and with the realization that
the goals of minimizing gas costs and maximizing reliability often conflict with one
another. The major portion of Equitable’s current portfolio of firm gas supply
agreements consists of various index-related prices and permits the Company to buy
long-term firm gas under base load arrangements, spot arrangements, or combinations
of both. These contracts ensure reliable deliverability and provide geographical
diversity to the Company’s gas suppiy portfolio.
DOES EQUITABLE’S GAS AC.QUISITION STRATEGY EMPLOY THE USE OF
RISK MANAGEMENT TOOLS? |

Yes. Equitable has the option, with certain gas supply contracts, to establish a
fixed price for the gas supplies prior to the month of actual delivery. Equitable does’
occasionally exercise this option to purchase a portion of its gas supplies at market
prices for varying lengths of time, similar to the “dollar-cost averaging” technique
utilized in the financial markets to reduce the average share cost to the investor.
{(Dollar-cost averaging is the technidue of investing a fixed sum at regular intervals
regardless of financial market movements). Beginning January 2002, Equitable began
using Planalytics’ Weathernomics Gas Buyer™, to assist in natural gas purchases more
than one month in advance of the month of flow. This web-delivered tool aids in natural
gas price analysis and enables users to better identify weather-driven changes in gas

prices up to one year into the future. In addition, the Company’s efforts to retain and

6
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attract local Appalachian supplies have required the Company to occasionally establish
fixed market prices. This strategy attempts to encourage the development of new,
additional supplies and also attempts to reduce the price volatility and operational
uncertainties accustomed to local Appalachian supply. These strategies provide pricing
diversification with respect to the gas supply portfolio and in certain circumstances, the
use of fixed price gas contracts may serve a useful purpose in protecting ratepayers
from price volatility.

DOES THE COMPANY HAVE A FORMAL HEDGING POLICY?

No. At this time, the Company does not have a formal hedging policy.
However, the Commission’s Order in last year's proceeding, at Docket No. R-
00050272, directed the Company to submit a formal hedging policy prior to this year’s
filing. |

HAS THE COMPANY SUBMITTED THE FORMAL HEDGING PROGRAM AS

DIRECTED BY THE COMMISSION?

Yes. The Company’s formal hedging program proposal was submitted to all
Parties as directed by the Commission’s Order. I have attached to my Direct
T.e'stimony, as Attachment B, the Company’s Proposed 2006 Gas Supply Hedging
Program (“Program”). Equitable will not proceed with this Program unless there is a
consensus among the Office of Consumer Advocate (“OCA™), the Office of Small
Business Advocate (“OSBA™) and the Office of Trial Staff (“OTS”) that this Program

is appropriate and is consistent with least cost purchasing obligations.
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GAS SUPPLY SOURCES
WHAT ARE THE SOURCES FROM WHICH EQUITABLE PURCHASES
NATURAL GAS TO MEET THE NEEDS OF ITS CUSTOMERS? |
Equitable’s gas supply portfolio consists of purchases made from the Southwest

and Appalachian producing regions of the country.

WOULD YOU DESCRIBE IN DETAIL THE SOUTHWEST PORTION OF THE

COMPANY’S SUPPLY PORTFOLIO?

Equitable purchases a majority of its gas supply from the Southwest production
areas, namely the Gulf of Mexico, Texas and Louisiana. Equitable has concentrated on
diversifying its supply portfolio by purchasing supplies from numerous sources that
conform to Equitable’s acquisition goals. Gas supplies that are purchased from the
Southwest production areas continue to Be an essential part of Equitable’s supply
portfolio. These supplies, in conjunction With the Appalachian supplies, are used not
only to meet the requirements of customers during peak demand periods, but also to
inject gas into storage during low demand periods. The majority of Equitable’s
Southwest supply contracts were executed for the winter season only (November -
March). These firm supplies may be used in conjunction with interstate spot market
supplies, i.e., purchases having a term of one month or less, to achieve a level of
reliability necessary to meet customer demand requirements, particularly duriné non-
peak demand periods. Equitable continues to use the interstate spot market, on an
economic basis, to either satisfy non-peak demand requirements or for storage injection

purposes. This supply strategy of committing to. term contracts during the winter
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months to ensure reliability and utilizing the spot market during the summer months has
not only allowed Equitable to minimize producer demand charges, but has also allowed
Equitable to utilize ifs transportation capacity on upstream pipelines in an efficient
manner.

WOULD YOU ALSC DESCRIBE IN DETAIL THE APPALACHIAN PORTION OF
THE COMPANY'S SUPPLY PORTFOLIO?

In addition to its Southwest supply portfolio, Equitable has an aggressive local
Appalachian production gas purchase strategy which is designed to attract new supplies
to its system. This strategy consists of various pricing mechanisms, ranging from fixed
pricing options to several different index-pricing options. Multiple pricing options have
enabled the Company to encourage the development of new supplies while attempting
to reduce price volatility and operational uncertainties that have been customary within
the natural gas industry. Equitable’s Appalachian gas purchase agreements have varying
terms, up to and including existing life-of-the-well agreements, which provide a stable
source of suppl).r.

Equitable’s Appalachian supply includes two types: Appalachian-Direct and
AppalachianuTranspor.t.‘ Appalachian-Direct referslto Appalachian supplies that are
delivered directly into the Company’s distribution system. Appalachian-Transport refers
to those Appalachian supplies that must be transported via Equitrans, i.e., FTS-31 or
CIPCO, to the Company’s distribution system.

WHAT PERCENTAGE OF TOTAL SUPPLY DOES EACH SUPPLY SOURCE

IDENTIFIED ABOVE REPRESENT DURING THE PROJECTED PERIOD?
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During the projected period (12 month period ending September 30, 2007),
Equitable anticipates that its total supply will consist of the following purchases:
approximately 11.147 million dekatherms (“dth”) or roughly 41% from Southwest
production area sources and approximately 16 million dth or roughly 59% from other
Appalachian sources, including Appalachian-Transport and Appalachian - Direct.
HAVE THE CURRENT SUPPLY SOURCES CHANGED WHEN COMPARED TO
THE COMPANY’S 2005 1307(F) FILING?

Yes. Equitable’s 2005 1307(f) filing indicated that ifs total supply would consist
of approximately 15 million dth or roughly 52% from Southwest production area
sources and approximately 14 million dth or roughly 48% from other Appalachian
sources, including Appalachian-Transport and Appalachian - Direct.

WHY HAVE THE COMPANY'S SUPPLY SOURCES CHANGED?

The Company continues to increase the amount of Appalachian - Direct supplies
that it purchases. The continuous improvements regarding the Company"s Northern
Asset Optimization Program (“NAOP”) affords Equitable the opportunity to obtain
additional low-cost sources of supply and also reduce its dependency on upstream
interstate pipelines. (Please refer to the Direct Testimony of Equitable Witness
Rafferty, identified as Statement No. 2, submitted during the 2004 proceeding at
Docket No. R-00049154, for additional information regarding the NAOP).

ARE THERE OTHER CONSIDERATIONS ASSOCIATED WITH THIS
ADDITIONAL APPALACHIAN SUPPLY?

Yes. The Company’s efforts have reduced the dependency on gas supplies
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originating in the Southwest or Gulf Coast areas of the Country. These Appalachian
supplies have been extremely important especially when one considers the recent impact
that Hurricanes Katrina, Rita and Wilma had on the Gulf Coast production and

infrastructure.

INTERSTATE PIPELINE SERVICES (HISTORIC PERIOD)

WHAT WERE THE COMPONENTS OF EQUITABLE’S INTERSTATE PIPELINE
SERVICES DURING THE HISTORIC PERIOD?

Equitable purchases a mix of pipeline services that replicates the reliability of
the bundled sales service that was available prior to FERC Order No. 636. During the
historic reconciliation period the unbundled services included firm pipeline
transportation services provided by Equitrans, L.P.,. (“Equitrans”),l Texas Eastern
Transmission (“TETCG”), Dominion Transmission, Inc. ("Dominion”) and Carnegie
Interstate Pipeline Company | (“CIPCO™). In addition to these firm pipeline
transportation services, the Company also received ﬁrm storage services from
Equitrans and Dominion. Equitrans also provides a firm no-notice transportation
service to Equitable. In addition to these interstate pipeline services, Equitable
purchases Appalachian supply that is delivered directly into its distribution system.

Equitable utilizes Equitrans’ interstate pipeline interconnections with TETCO
and Dominion and CIPCO’s interstate pipeline interconnections with TETCO and
Equitrans to manage supplies and deliveries at necessary flow rates to meet the demand

requirements of Equitable’s largely weather-sensitive firm customers. These various
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interconnections are critical in providing sufficient pressures and supplies when peak
demand periods occur. These interstate pipeline interconnections are used in
conjunction with the storage and transportation services on Equitrans to ensure reliable,
continuous service to all of Equitable’s firm customers.

CAN YOU DESCRIBE THE TERMS AND CONDITIONS OF THE PIPELINE
SERVICES THAT EQUITABLE PURCHASED FROM EQUITRANS DURING THE
HISTORIC PERIOD?

Eqguitable has coﬁtracts with Equitrans for firm transportation, no-notice
transportation, baseload storage and peaking storage services. The Company receives
firm transportation service under Equitrans’ Rate Schedule FTS. Under this rate
schedule, Equitable transports gas up to the maximum daily quantity. Equitrans
assesses a transportation or usage charge for the actual quantities that are delivered to
the customer during the month. In addition, Equitrans assesses a seasonal demand
charge that is different for the winter period (November 1 through March 31) than it is
for the summer period (April 1 through October 31). 'Both charges are caiculated by
multiplying the appropriate seasonal demand charge by its respective maximum daily
contract quantity.

Equitrans’ no—noticé firm transportation service (“noft”) allows the Company to
receive or deliver gas on demand up to its firm entitlement on a daily basis without
incurring daily balancing and Ascheduli'ng penalties. For this service, Equitrans assesses
a transportation or usage charge for the actual quantiities it delivers to Equitable during

the month. As with FTS service, there are winter and summer demand charges
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associated with this contract that are calculated in a similar fashion.

In addition to the firm pipeline transportation and the no;notice firm
transportation service, Equitable has baseload storage services and peaking storage
services with Equitrans. The baseload storage services are provided under the Equitrans
SS-3 and 115-SS Rate Schedules. Both of these rate schedules provide a 115 day -
storage service. The maximum daily withdrawal quantity under these rate schedules is
1/115 of the total annual storage quantity. The Company may withdraw, however,
110% of the maximum daily withdrawal quantity until the remaining storage inventory
is reduced to 17% of the total annual storage quantity. Once this inventory level is
achieved, the Company is restricted to withdrawing only 100% of the maximum daily
withdrawal quantity.

The peaking storage services are provided under the Equitrans 60-SS, 30-5SS and
10-SS Rate Schedules. The maximum daily withdrawal quantity is based on 1/60, 1/30
and 1/10, respectively, of the total annual storage quantity (“tasq”). This gas can be
withdrawn on any day during the winter season, provided the Company has gas in
storage under the respective agreement. This service also permits the Company to
withdraw and inject gas year-round on a best efforts basis.

For each storage service, Equitrans assesses four charges which are applicable
the entire year. These charges consist of the storage demand charge, the storage space
charge, the storage injection charge and the storage withdrawal charge. The storage
demand charge is equal to the storage demand rate multiplied by the maximum daily

withdrawal quantity (“mdwq”). The storage space charge is equal to the storage space

13



10

11

12

13

14

15

16

17

i8

19

20

21

22

rate multiplied by the total annual storage quantity. The storage withdrawal and
injection charges are variable charges which are assessed on the actual volumes

withdrawn or injected during the month.

?LEASE IDENTIFY THE CONTRACTUAL VOLUMES ASSOCIATED WITH

- EACH OF THE FIRM TRANSPORTATION AND FIRM STORAGE SERVICES

THAT EQUITABLE HAD DURING THE HISTORIC PERIOD.

Attached to my testimony as Equitable Exhibit SCR-1 is a summary of the firm
transportation and firm storage services that Equitable had during the historic period.
This combination of | firm storage and firm transportation on Equitrans provided
Equitable with 511,619 Dth of peak day deliverability. It should also be noted that all
of the Equitrans contracts had an expiration date effective March 31, 2006.

DID THE COMPANY TERMINATE THESE CONTRACTS?

Yes. All of the Equitrans contracts were terminated effective March 31, 2006.
On December 1, 2003, Equitrans filed a general rate case, at Docket No. RP04-97,
which proposed to revise certain terms and conditions of its tariff. The filing and
proposed settlement also included changes that have a direct impact on the deliverability
the Company had historically received. I will discuss these changes and their impact to
the Company in more detail later in my testimony.

HAS THE COMPANY RENEWED OR EXTENDED ANY OF THESE
CONTRACTS?
Yes. 1 will discuss in more detail later in my testimony which contracts were

renewed or extended. Specifically, these topics are discussed in the Section identified as
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Contractual Changes (Interim and Projected Periods).

ARE THE 511,619 DTH OF EQUITRANS ENTITLEMENTS, IDENTIFIED IN
EQUITABLE EXHIBIT SCR-1, CONSISTENT WITH THE DESIGN DAY
ANALYSIS PRESENTED IN LAST YEAR'S PROCEEDING?

Yes. During last year’s proceeding, Equitable Witness Nehr presented a design
day analysis that indicated Equitable required 515,101 dth of firm requirements on
Equitrahs. Basically, Equitable extended, for an additional year, all of the services it
formerly had with Equitrans, with the exception of Rate Schedule SS-3.

WHY DID EQUITABLE NOT EXTEND RATE SCHEDULE SS-3 FOR AN
ADDITIONAL YEAR?

Based upon Equitable’s 2005 design day analysis, the Rate Schedule SS-3
storage serviée was not required.

DID EQUITABLE REFLECT THE ELIMINATION OF THE SS-3 STORAGE IN
THE CURRENT FILING?

Yes. Last year’s filing contained $1,843,444 1n annual dgmand charges

associated with Rate Schedule SS-3. These costs have beén removed and are not

included in this year’s filing since they were never incurred.

EQUITRANS’ GENERAL RATE CASE

PLEASE PROVIDE A BRIEF SUMMARY OF EQUITRANS’ CURRENT GENERAL

RATE CASE.

Equitrans’ last rate case ended in a settlement that required the filing of a new

15



10
11
12
13
14
15
16
17
18
19
20
21

22

rate case no later than August 1, 2003. Because of the acquisition of Carnegie Interstate
Pipeline Company (“CIPCQO?), this deadline was extended to December 1, 2003.
Equitrans filed their general rate case on December 1, 2003, at Docket No. RP04-97,
In this filing, Equitrans proposed to revise the terms and conditions of their tariff along
with requesting a general rate increase. This filing also included changes in compliance
with Order No. 637 pertaining to capacity segmentation and established initial rates for
the CIPCO District.

WHAT CHANGES DID EQUITRANS MAKE TO THE TERMS AND CONDITIONS
OF THEIR TARIFF?

The significant changes that were made by Equitrans included gas quality
standards, storage ratchets, a segmentation proposal and both security cost and
retainage trackers.

DOES THE COMPANY CONSIDER THESE CHANGES TO THE TERMS AND
CONDITIONS OF EQUITRANS’ TARIFF TO BE SIGNIFICANT?

| Yes, but some more than others. For example, the retainage tracker could be
significant, but it will be based on actual data that could be reduced over time. On tﬁe
other hand, a significant change by Equitrans involves the implementation of storage
ratchets. Historically, Equitr.ans’ storage ratchets applied to Part 284 storage services
provided under Rate Schedules 10-SS, 30-SS, 60-SS and 115-SS. These ratchets were
implemented based on the Total Storage Inventory of all of Equitrans’ storage
reservoirs. These ratchets could only be imposed when Equitrans’ total storage

reservoir withdrawal capability was insufficient to meet the total level of firm storage
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withdrawals on that particular day. The following ratchets applied to each firm storage

customer:
TSI RATCHET
Greater than or equal to 44,140 MMcf 100% of mdwq
Less than 44,140 MMcf but greater than
or equal to 37,000 MMcf - 61% of mdwq
Less than 37,000 MMcf but greater than
or equal to 31,990 MMcf 15% of mdwg
Less than 31,990 MMcf . 0% of mdwq

WHAT CHANGES DID EQUITRANS MAKE TO ITS STORAGE RATCHET
PROVISIONS?

Equitrans has implemented two new storage ratchets that impact the base-load
services (60-SS, 115-SS and $S-3) as well as the peaking storage services (10-SS and
30-55). | |
PLEASE IDENTIFY THE CHANGES TO THE BASE-LOAD STORAGE
RATCHETS IN DETAIL.

In sunnnax;y, Equitrans’ base-load ratchets are based upon the leQ;eI of inventory

each customer has in storage. As a customer’s total storage inventory decreases so will

. the associated mdwq. More specifically, the base-load ratchets are as follows:

STORAGE BALANCE RATCHET

Less than or equal to 35% but greater than 16 % 92 %. of mdwq
Less than or equal to 16% but greater than 10% 70% of mdwq
Less than 10% 63% of mdwq

In addition to this change, Equitrans also requires that each customer have at
least the following percentages in their storage inventory on each day during the winter

season (November 1st through March 31st):
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Through December 31* customers must have in inventory at least 35% of their tasq;
Through January 31* customers must have in inventory at least 35% of their tasq;
Through February 28™ customers must have in inventory at least 15% of their tasq.
WHAT ARE EQUITRANS’ CHANGES TO THEIR PEAKING STORAGE
SERVICES?

Equitrans reduces the storage customers’ mdwq on a progressive, time-based
methodology, regardless of the actual weather experienced or the actual storage

inventory on hand. This change only applies to the peaking storage services, i.e., Rate

Schedules IO-SS and 30-SS and is identified below:

TIME PERIOD RATCHET
November 1* through January 317 100% of mdwq
February 1% through February 15" 75% of mdwg
February 16" through February 28" 50% of mdwg
March 1* through March 31* : 25% of mdwq

. WHAT IMPACT DO THESE STORAGE RATCHETS HAVE ON THE

COMPANY’S ABILITY TO MEET ITS FIRM SALES OBLIGATIONS?

In addition to potentially incurring'additi.onal gas costs to meet its firm sales
obligations, the Company is faced with increased complexity in planning the use of the
10-SS, 30-8S and 60-SS storage services.

WOULD YOU PLEASE EXPLAIN HOW THESE STORAGE RATCHETS COULD
RESULT IN ADDITIONAL GAS COSTS? |

The Company’s combined mdwq associated with the 10-SS and 30-SS peaking-
storage services is 163,404 dth. During the period November 1 through January 31, the
Company has the ability to withdraw 100% of the m.dwq or 163,404 dth. During the
period February 1 through February 15, the mdwq available to the Company is reduced
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by 25% to 122,553 dth. The total mdwq reduction during this period is 40,851 dth
(163,404 - 122,553). During the period February 16 through February 28, the mdwq
available to the Company is reduced by 50% to 81,702 dth. The total mdwq reduction
during this period is 81,702 dth (163,404 ~ 81,702). During the period March 1
through March 31, the mdwg available to the Company is reduced by 75% to 40,851
dth. The total mdwq reduction during this period is 122,553 dth (163,404 - 40,851).

In the event the Company’s service territory experiences significantly colder
than normal weather during March, which at times can happen, the Company’s
deliverability will be reduced by 122,553 dth/day because of these proposed ratchets.
Again, these ratchets are implemented March 1. Weather experienced during early
March can be as cold, or colder, than the weather experienced during the middle ‘of
February. As a result, the Company would be forced to purchase additional supplies, at
market prices and if available, to replace this lost deliverability.

ARE THERE OTHER CHANGES THAT EQUITRANS HAS SUBMITTED IN
THEIR GENERAL RATE CASE THAT COULD POTENTIALLY IMPACT THE
COMPANY’S FUTURE GAS COSTS?

Yes. In addition to their general rate increase, Equitrans has also eliminated the
discounted billing determinants for firm transportation related to firm storage services.
WHAT IS THE OVERALL IMPACT OF EQUITRANS’ GENERAL RATE CASE
INCREASE TO THE COMPANY’S PURCHASED GAS COSTS?

I have atté.lched to my testimony as Equitable Exhibit SCR-2 ‘a schedule that

identifies the historical annual charges paid to Equitrans and CIPCO for firm
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transportation and firm storage services. Based on these historical rates before
Equitrans filed their génera] rate case, Equitrans and CIPCO were paid approximately
$32,300,000 annually. Attached to my testimony as Equitabie Exhibit SCR—B is another
schedule that reflects the changes proposed by .Equitrans in its general rate case. If
those rates had been approved as filed, the Company’s annual charges for Equitrans’
and CIPCO’S services would increase to $40,085,508, Therefore, the impact to the
Company’s annual purchased gas costs would have been an annual increase of nearly $8
million. Equitrans instituted their higher filed rates on September 1, 2004, therefore,
this analysis was completed utilizing the capacity entitlements that were in effect during
2003.
bOES THIS INCREASE INCLUDE COSTS ASSOC_IATED WITH NO-NOTICE
FIRM TRANSPORTATION?
| Yes. The total increase does include costs associated with no-notice firm
transportation. Pursuant to the Commission’s Order in last year’s proceeding, Equitable
now includes the costs of no-notice with other costs to be recovered from PGC rates,
and the balancing charge paid by all customers is credited to the PGC.
AT THIS TIME, HAS EQUITRANS’ GENERAL RATE CASE BEEN FINALIZED?
No. On December 9, 2005, Equitrans submitted to the Federal Energy
Regulatory Commission (“FERC”) an offer of settlement. If approved, the settlement
will resolve all issues arising out of Docket Nos. RP-05-164-000, RP04-97-000, RP05-
105-000 and RP04-203-000, and related court appeals. All of the active participants in

those proceedings either support or do not oppose the settlement. As of April 1, 2006,
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FERC had not issued a final order approving the settlement. If adopted as filed, the
settlement will provide all parties with future rate and tariff certainty, along with
providing customers with a signi‘ﬁcant level of refunds.

CAN YOU EXPLAIN WHY EQUITRANS WILL ISSUE RATE RUFUNDS?

"Since September 1, 2004, Equitrans has been collecting its filed-for rates,
subject to refund, while the parties attempted to resolve Fhe various issues related to
identifying an appropriate cost of service. As noted above the settlement should provide
a significant reduction for Equitable’s customers from the current level of rates.

HAS EQUITRANS ISSUED ANY RATE REFUNDS AT THIS TIME?

_No. At this time, it is unclear when this refund will be received. However, soon
after FERC 1ssues a Final Order resolving the case, Equitable wil] receive a refund
estimated to be in excess of $9 million. |
HAS THE .COMPANY REFLECTED ANY OF THE RATE REFUNDS IN THIS
YEARS FILING? |

No. At this time, the Company has not reflected any of the rate refunds in this
years filing. Although Equitable expects to receive a refund estimated to be in excess of
$9 million, it has already petitioned the Commission, at Docket No. P—00652192, for
authorization to use a portion of the Equitrans refund to benefit low income customers.
DID EQUITABLE RECEIVE A COMMISSION ORDER APPROVING THE
PETITION?

Yes. Equitable received a Commission Order on December 15, 2005, that

granted our petition for authorization to use a portion of an Equitrans refund to benefit
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low income customers. During the 2005-2006 winter heating season, Equitable
advanced, in anticipation of receiving the Equitrahs refund, some $7 miliion to re-
establish and maintain service to low-income and other needy customers served by
Equitable.

IS THE ENTIRE REFUND BEING USED TO BENEFIT LOW-INCOME

~ CUSTOMERS?

No. Equitable is using some $7 million of the refund to benefit low-income
customers. As I mentioned previously, Equitable anticipates a refund in excess of $9
million. The difference between the actual refund amount received from Equitrans and
the $7 million used for the benefit of low-income customers will be reflected in the
future purchased gas costs. |
EXCLUDING THE RATE REFUNDS, WHAT IS THE OVERALL IMPACT TO
PGC CUSTOMERS FROM THE EQUITRANS GENERAL RATE CASE
SETTLEMENT?

The original filed rates would have increased purchased gas costs by neafly $8
million on an annual basis. In an attempt to reduce the rate increase as well as minimize
the impact of the recently approved storage ratchets, Equitable has restructured some of
the services that it formerly had with Equitrans. Specifically, Equitable has eliminated
the Rate Schedule 10-SS and 30-SS storage services. Later in my testimony, 1 will
discuss in detail the contractual and service changes that will occur as a result of
Equitrans’ general rate case settlement and the benefits to PGC customers. The
combination of the settled rates and the restructuring of services will provide annual
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demand charges equal to $34,613,180. These charges are reflected in Equitable Exhibit
SCR-4. In summary, the overail impact to PGC customers from the recent Equitrans
general rate case settlement is an annual increase of approximately $2,295,067

(($34,613,180 (Exhibit SCR4) - $32,318,113 (Exhibit SCR-2)].

CONTRACTUAL CHANGES (INTERIM AND PROJECTED PERIODS)
ARE THERE ANY PROPOSED CONTRACTUAL CHANGES FOR THE INTERIM
OR PROJECTED PERIODS?

Yes. First of all, the Company has renewed jts firm transportation and firm
storage contracts with Equitrans. As I mentioned previously, all of the Equitrans
contracts expired March 31, 2006. Secondly, the Company has extended the firm
transportation and firm storage contracts it ﬁas with Dominion.

PLEASE DESCRIBE THE EQUITRANS FIRM TRANSPORTATION AND FIRM
STORAGE CONTRACTS REFLECTED IN THE FILING FOR THE INTERIM AND
PROJECTED PERIODS. |

For the interim and projected periods, the Company has reflected firm
transportation and firm storage capacity on Equitrans that is consistent with the results
of the 2006 design day analysis presented by Equitable Witness Jeffrey Nehr.

WHAT ARE THE RESULTS OF THE COMPANY’S MOST RECENT DESIGN
DAY ANALYSIS?
The results of the study presented by Equitable Witness Jeffrey Nehr suggest the

projected design peak day firm requirements are 480,883 dth and the projected firm

23



10

11

12

13

14

15

16

17

18

19

20

21

22

requirements on Equitrans should be approximately 465,883 dth, net of Appalachian
direct-feed supplies.

HAS THE COMPANY ENTERED INTO CONTRACTS WITH EQUITRANS THAT
MEET THIS LEVEL OF PROJECTED FIRM REQUIREMENTS?

Yes. I have identified in Equitable Exhibit SCR-5 the firm capacity that the
Company expects to have on Equitrans during the interim and projected periods. The
total contractual capacity is 458,091 dth and the total annual cost for this capacity 1s
approximately $35 million, as reﬂected'in Equitable exhibit SCR-4.

CAN THE COMPANY OPERATE IN A SAFE AND RELIABLE MANNER
WITHOUT THE FIRM STORAGE AND FIRM TRANSPORTATION CONTRACTS
WITH EQUITRANS?

* No. I mentioned previously that Equitable utilizes Equitrans’ interstate pipeline
interconnections with TETCO and Dominion and CIPCO’s interstate pipeline
interconnections with TETCO and Equitrans to manage supplies and deliveries at
necessary flow rates to meet the demand requirements of Equitable’s largely weather-
sensitive firm customers. These various interconnections are .critical in providing
sufficient pressures and supplies when peak demand periods occur. As a result of this
unique relationship, Equitable requires the storage and transpprtation snervices on
Equitrans, and the interstate pipeline interconnections Equitrans has with other
interstate pipelines, to ensure reliable, continuous service to all of Equitable’s firm
CuStomers.

HOW DID THE COMPANY DETERMINE THE FIRM CAPACITY PORTFOLIO

24



10

i

12

13

14

15

i6

17

18

19

20

21

22

ON EQUITRANS THAT IS REFLECTED IN EQUITABLE EXHIBIT SCR-57

The Company considered multiple alternative capacity scenarios that satisfied
the 465,883 dth' of projected firm requirements on Equitrans. However, mo'st of these
scenarios simply involved reducing the existing services on Equitrans. For instance, the
Company could have reduced the mdwq associated with Rate Schedule 10-SS or Rate
Schedule 115-SS by an amount that reduced the old capacity portfolio to a level that
equaled the new 2006 _de§ign day projections, i.e., 465,937 dth. However, this action
would have resulted in Equitrans increasing the costs to the other remaining services. In
an attempt to minimize the rate increase associated with Equitrans’ general rate case the
Company decided to restructure its storage contracts and acquiré as much storage as
possible.

HOW COULD THE COMPANY MINIMIZE A POTENTIAL RATE INCREASE BY
RESTRUCTURING THE STORAGE SERVICES?

The Company firmly believes that by acquiring additional storage it has the
ability to minimize and potentially reduce gas costs based on the seasonal differential in
gas prices. Ignoring all of the operational benefits associated with storage, namely the
ability to balance daily énd seasonal variations in demand, there are usually significant
gas price differentials between the summer injection season and the winter withdrawal
seasor.

PLEASE DESCRIBE THIS SEASONAL DIFFERENTIAL IN MORE DETAIL.

The seasonal differential has two components: the gas price differential and the

basis differential. Typically, the summer injection season gas prices are lower than the
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winter withdrawal season gas prices. Attached to my direct testimony as Equitable
Exhibit SCR-6 is a schedule that identifies the New York Mercantile Exchange
(“NYMEX?"”) prices for the period April 2006 through March 2007. These are
indicative prices .as of March 31, 2006. The average summer (April 2006 through
October 2006) NYMEX price was $7.60/dth. The average winter (November 2006
through March 2007) NYMEX price was $10.23/dth. The difference, $2.63/dth,
represents-the seasonal NYMEX gas price differential. The basis differential, which
represents the price differential between the NYMEX (Henry Hub) and the physical
delivery location (Dominion Appalachia — South Point), has seasonal variability as well.
On March 31, 2006, the basis differential was $0.20/dth higher for the winter seaso-n than
it was during the summer season. Therefore, the total combin'ed seasonal differential
reflected on March 31, 2006, is approximately $2.83/dth (32.63 + $0.20).

HOW MUCH ADDITIONAL STORAGE WAS THE COMPANY ABLE TO
ACQUIRE?

The Equitrans storage contracts that recently expired on March 31, 2006 had a
combined storage quantity equal to 8,969,464 dth. The new Equitrans storage contracts
that are effective April 1, 2006 have a combined storage quantity equal to 12,756,653
dth. Therefore, the additional storage that the Company was able to acquire. is
3,787,189 dth (12,756,653 - 8,969,464).

ALTHOUGH THE TOTAL STORAGE QUANTITY HAS INCREASED
SIGNIFICANTLY, HASN’T THE DELIVERABILITY DECREASED?

Yes, it has. Previously, the Company had, a combined mdwq for all of the
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Equitrans storage that equals 227,877 dth/day. The new storage coniracts provide a
combined mdwgq that equals 187,546 dth/day. Therefore, the storage deliverability has
decreased by 40,331 dth/day (227,877 - 187,546).

DOES THIS DECREASE IN STORAGE DELIVERABILITY CAUSE THE
COMPANY CONCERN?

No, it does not. The Company’s 2006 design day analysis indicates that the firm
capacity effective April 1, 2006 is sufficient to meet the requirements of its firm
customers.

WHAT IMPACT COULD THIS ADDITIONAL STORAGE HAVE TO FUTURE
PURCHASED GAS COSTS?

I have attached to my direct testimony as Equitable Exhibit SCR-6 a schedule
that identifies the potential impact to future gas costs. In my analysis I have used the
combined seasonal price differential of approximately $2.83/dth that has been
previously discussed. This analy.fsis indicates that the potential savings in future gas
costs could be approximately $5.5 million annually, if current market conditions
persist. Over the term of these contracts the total purchased gas cost savings could
approach $27.5 million.

DOES THE COMPANY BELIEVE THAT IT CAN MITIGATE THE EQUITRANS
GENERAL RATE INCREASE BY ACQUIRING ADDITIONAL STORAGE?

Absolutely. Most of the time natural gas prices are higher in the winter than

they are during the summer for obvious reasons. The acquisition of additional storage

affords the Company opportunities to capitalize on this differential.
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DOES THIS SEASONAL PRICE DIFFERENTIAL ALWAYS EXIST?

No. At times, the seasonal price differential can actually reverse, although this
reversal typically will not happen uniess winter weather becomes warmer than normal
or at least warmer than the natural gas industry expected.

CAN YOU EXPLAIN THIS PHENOMENON IN MORE DETAIL?

Prospectively, the seasonal gas price differential is always positive. In other
words, natural gas prices for the next winter are always higher than the natural gas
prices during the prior summer. This phenomenon is created because it 1s expected that
there will be more demand and less supply during the winter than there is during the
summer. However, if the winter is warmer than the natural gas industry expected,
natural gas prices can decrease during the winter season, much like they did this year.
This phenomenon is not typical and happens only occaéionally. I have attached to my
direct testimony as Equitable Exhibit SCR-8 a schedule that reflects the Dominion
Appalachian Inside FERC Index prices for the period Janqary 1994 through March
2006, The last column of this schedule indicates that there were or.lly three (3) times in
twelve (12) years that the actual seasonal price differential reversed.

WHAT WOULD HAPPEN IF THE‘ SEASONAL PRICE DIFFERENTIAL
ACTUALLY DOES REVERSE AND WINTER GAS SUPPLIES BECOME LESS
EXPENSIVE THAN THE PRIOR SUMMER GAS SUPPLIES?

The Company has the ability with its Equitrans storage contracts to defer

storage withdrawals by up to 25% of the total storage quantity. In other words, the

Company is required to withdraw only 75% of the total storage inventory during a
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particular winter season. The remaining 25% of storage inventory may be “rolled” or
become a deferred storage withdrawal. This provision allows the Company to purchase
lower cost flowing gas supplies, and if needed defer the withdrawal of the more
expensive storage supplies. During the next summer injection season the Company has
the ability to blend the remaining storage inventory with lower cost supplies and reduce
the storage weighted average cost of gas (“wacog”™).

ARE THERE CERTAIN DISADVANTAGES WITH MANAGING THE STORAGE
WITHDRAWALS IN THIS FASHION?

There are no disadvantages to Equitable’s firm customers if storage is managed
in this fashion. Equitable’s firm customers benefit because the Company is able to
capitalize on the lower price environment and reduce overall gas costs. However, there
is a disadvantage to the Company’s if storage is managed in this fashion.

WHY IS THERE A DISADVANTAGE TO THE COMPANY?

The costs associated with purchasing the gas supplies that are injected during the
summer are initially paid.for by the Company. During the winter as those supplies are
withdrawn from storage, the Company is essentially reimbursed by the PGC. The
Company is basically responsible for the carrying charges associated with the storage
injections. [f the Company decides to defer making storage withdrawals and instead
purchases lower-cost replacement supplies in the spot market {o benefit the PGC, the
Company does not get reimbursed for the carrying charges related to inventory that is
held in storage.

CAN THE CUSTOMERS AND THE COMPANY BOTH BENEFIT FROM
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DEFERRING STORAGE WITHDRAWALS IF THE SITUATION ARISES?

The Company proposes that the carrying costs associated with roiling the
storage inventory be recorded as a purchased gas cost expense.
IN ADDITION TO THE SEASONAL PRICE DIFFERENTIAL ARE THERE OTHER
BENEFITS ASSOCIATED WITH THE NEW EQUITRANS STORAGE
CONTRACTS?

Yes, there are. The Company’s Rate Schedule 60-SS service has a tasq equal 1o
7,473,296 dth and a summer maximum daily injection quantity (“mdiq”) equal to
74,733 dth. The Company has the ability to fill the storage in 100 days (7,473,296 /

74,733). Typically, the mdiq is developed so that storage customers fill the inventory

* ratably over the entire summer injection season, which comprises 214 days (April 1

through October 31). The higher mdiq associated with Rate Schedule 60—-SS allows the
Company to optimize storage injections during the summer and expand the seasonal
price differential.

Finally, the conversion of the former Rate Schedules 10-SS and 30-8S to Rate
Schedule 60-SS eliminates the impact of Equitrans’ peaking storage ratchets.

Essentially, the Rate Schedule 60-SS storage service is more reliable during the late

" winter season.

WERE OTHER PARTIES AFFORDED THE OPPORTUNITY TO PROVIDE
CAPACITY ALTERNATIVES PURSUANT TO SECTION 2204(e)(1) OF THE
PUBLIC UTILITY CODE PRIOR TO THE COMPANY ENTERI'NG INTO THESE
CONTRACTS WITH EQUITRANS?
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Yes. The Company has a notice posted on its corporate website requesting
proposals for firm replacement capacity. This notice was presented to encourage
interested parties to subrﬁit capacity alternatives if any existed.

DID THE COMPANY RECEIVE COMMENTS OR PROPOSALS FOR
ALTERNATIVE CAPACITY?

No. To date, Equitable has not received any replacement proposals, which has
been the case with all capacity postings since the enactment of Section 2204 of the
Public Utility Code. |
PLEASE DESCRIBE THE DOMINION FIRM TRANSPORTATION AND FIRM
STORAGE CONTRACTS.

Equitable has two .(2) firm storage contracts with Dominion, identified as GSS-
300159 and GSS-300135. Contract GSS-300159 has a total annual storage quantity
equal to 1,350,000 dth and a maximulﬁ daily withdrawal quantity equal to 27,000
dth/day. Contract GSS-300135 has a total annual storage guantity equal fo 1,750,000
dth and a maximum daily withdrawal quantity equal to 35,000 dth/day.

In addition to the firm storage contracts, Equitable has two (2) firm
transportation contracts with Dominion. These contracts are utilized in conjunction with
the storage contracts to effectuate the withdrawals and injections. Contract FTGSS-
700082 has an annual transportation quantity equal to 4,077,000 dth and a maximum
daily transportation quantity equal to 27,000 dth/day. Contract FTGSS-700061 has an
annual transportation quantity equal to 5,285,000 dth and a maximum daily

transportation quantity equal to 35,000 dth/day.
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Contracts GSS-300159 and FTGSS-700082 have been extended and expire
March 31, 2011. Contracts GSS5-300135 and FTGSS-700061 have also been extended
and expire March 31, 2012. Please refer to Equitable Exhibit SCR-1 for a summary of
these contracts.

WHY DID EQUITABLE ELECT TO EXTEND THESE CONTRACTS?
There are operational and economic benefits associated with extending these

contracts. First of ali, this firm storage and firm transportation capacity is currentfy

utilized to help satisfy Equitable’s peak demand requirements. In addition to the

operational flexibility, these storage assets can provide significant economic benefits,
e.g., reductions in purchased gas costs. Again, the reductions in purchased gas costs
occur because the Company has the ability to inject lower-cost supplies during the
summer injection season and withdraw the same gas during the winter season when
prices are typically much higher.
ASIDE FROM THE SEASONAL DIFFERENTIAL, ARE THERE OTHER
BENEFITS ASSOCIATED WITH THE EXTENSION OF THE DOMINION
CONTRACTS?

Yes, there are. Dominion recently had a settlement at FERC, at Docket Nos.
RP97-406, RP-00-15, RP00-344 and RP00-632, that reduces Dominion’s rates for its

transportation services and the fuel retention level for its storage services, and

establishes a five-year moratorium on further transportation and storage changes. The

annual gas cost savings resulting from this settlement are approximately $250,000, and

have been appropriately reflected in this year’s filing. The calculation of these savings
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is identified in Equitable Exhibit SCR-9.

Another significant benefit to PGC customers involves the utilization of the
primary delivery points associated with contracts GSS-300135 and FTGSS-700061.
Historically, Equitable has been able to create additional value by monetizing the value
between these different delivery locations. Specifically, one of the delivery locations
contained in the agreement (Leidy) is more valuable than the other delivery locations
(Pratt Farm or Mars Crider). For the past several years, Equitable has been able to
capture this value and ultimately reduce purchased gas costs for its customers.

DID THE COMPANY ENTER INTO A 'STORAGE MANAGEMEI\-IT
ARRANGEMENT THIS PAST WINTER IN AN ATTEMPT TO MONETIZE THIS
VALUE?

No. The Company cancelled the storage management arrangement it previously

. had because of the opposition encountered during last year’s proceeding.

WAS THE COMPANY ABLE TO. MONETIZE ANY OF THE VALUE
ASSOCIATED WITH THESE DOMINION CONTRACTS?

Yes. The Company pursued a capacity release transaction for the transportation
contract only. The Company did not release the storage contract. The transportation
capacity release was effective for the period November 2005 through March 31, 2006.
HOW MUCH VALUE WAS THE COMPANY ABLE TO MONETIZE?

The Company released the transportation capacity associated with contract

FTGSS-700061 at maximum rates ($4.4230/dth). As usual, this capacity release was

subject to recall. The total value for this capacity release arrangement was equal to
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approximately $775,000 (35,000 dth x $4.4230 x 5 months).
WAS THIS REFLECTED IN THE COMPANY’S CURRENT FILING?

The éompany’s filing contains a capa_city release credit to purchased gas costs
for approximately $581,000.

WHY WASN'T THE ENTIRE VALUE REFLECTED AS A CREDIT?

The Company reflected 75% of the total value as a credit. This is consistent
with the Commission’s Order related to PBR Design No. 1 froin last year’s proceeding.
The Company retained the other 25%, or approximately $194,000.

CAN YOU SUMMARIZE ALL OF THE BENEFITS ASSOCIATED WITH THE
EXTENSION OF THE DOMINION CONTRACTS?

Attached to my direct testimony as Equitable Exhibit SCR-10, is a schedule
that identifies the approximate annual gas cost savings associated with the éxtensio'n of
these contracts. Based upon current market conditions, the value or potential gas cost
savings associated with extendiﬁg these contracts is over $6 million annually. During
the remaining term of these contracts, the value or potential gas cost savings could
possibly exceed $30 million ($6 million x 5 years).

WHY DID THE COMPANY ELECT TO EXTEND THE CONTRACTS 5 YEARS?

The Company’s firm transportation contract on Texas Eastern expires October
31, 2012. The Company elected to extend the Dominion contracts and renew the
Equitrans contract for an additional five (5) years so that everything expires at
approximately the same time.

WERE OTHER PARTIES AFFORDED THE OPPORTUNITY TO PROVIDE
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CAPACITY ALTERNATIVES PURSUANT TO SECTION 2204(e)(1) OF THE
PUBLIC UTILITY CODE PRIOR ‘TO THE COMPANY ENTERING INTO THESE
RENEWED CONTRACTS WITH DOMINION?

Yes. As I mentioned previously, the Company has a notice on its website
requesting proposals for firm replacement capacity.
DID THE COMPANY RECEIVE COMMENTS OR PROPOSALS FOR
ALTERNATIVE CAPACITY?

No. To date, Equitable has not received any replacement capacity proposals.

PBR DESIGN NO. 1 - CREDIT FOR OTHER CAPACITY REVENUES
PLEASE DESCRIBE THE COMPANY’S PBR DESIGN NO. 1 — CREDIT FOR
OTHER CAPACITY REVENUES.

In Equitable’s 2001 Section 1307(f) proceeding at Docket No. R-00016132, the
Commission approved a guaranteed credit and performance-based incentive which
rewarded Equitable if it efficiently managed its capacity release and off-system sales -
act-ivity. Under this incentive plan, Equitable agreed to provide a guaranteed annual credit
of $1.2 million to PGC customers for the two-year period beginning October 1, 2001 and
ending September 30, 2003. The Company increased the annual credit during the next
severa] years to a level that reached $1.75 million for the PGC period October 1, 2004
through September 30, 2005.

HAS THE COMPANY REFLECTED THIS CREDIT IN THE CURRENT FILING?

Yes, it has. However, the credits have changed for the period beginning October
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1, 2005.
WHY HAVE THE CREDITS CHANGED FOR THE PERIOD BEGINNING
OCTOBER 1, 20057
The Commission’s Order in last year’s Section 1307(f) Proceeding directed
Equitable to credit the PGC 75% of the revenues attributable to all exchange tn;msactions,
off—syst;am sales, capacity release, and any future energy management revenues for the
application period October 1, 2005 through September 30, 2006.
WHAT ARE THE CREDITS FOR THE PERIOD BEGINNING OCTOBER 1, 20067
At this tinie, the Company is not sure what the credits would be for the period
beginning October 1, 2006. The Commission’s Order from last year did not address this

particular period.

DOES THE COMPANY HAVE A PROPOSAL WITH RESPECT TO PBR DESIGN

NO. 17

At this time, we are not making a specific recommendation on how the
performance-based initiative would be structured. We hope that it will evolve in
settlement discussions with the parties. The Company believes that an appropriately
designed performance-based mechanism, such as PBR Design No. 1, inspires superior
portfolio management. It also creates an atmosphere and the appropriate incentives to
establish more innovative approaches to capacity utilization. With a further extended
PBR, the Company may, moreover, be able to extract higher values for certain
transactions because it will have the ability to enter into longer-term arrangements. The

Company’s preference, however, is to establish a ceiling so that all revenues above that
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ceiling are retained by the Company.

DISCOUNTING OF FUEL RETENTION CHARGES
WHAT HAS THE COMMISSION DETERMINED WITH RESPECT TO
DISCOUNTING AND WAIVING TARIFF RULES OR RATES?

Equitable Witness John Quinn discusses in detail the decision reached by the
Commission in Docket No. R-00050272 related to discounting and waiving tariff rates
or rules. My Direct Testimony will only address the issue regarding fuel retention
discounts.

DOES EQUITABLE DISCOUNT OR WAIVE THE FUEL RETENTION CHARGES?
- Occasionally, Equitable has discounted or waived the fuel retention charge for

certain transportation customers. Equitable Witness John Quinn identifies, in Exhibit

No. IMQ-1, the seven (7) different transportation customers that have a fuel retention

rate that is different from the Company’s system average rate of 5%.

SHOULD THESE TRANSPORTATION CUSTOMERS BE ASSESSED A FUEL
RETENTION CHARGE THAT IS EQUAL TO THE COMPANY’S SYSTEM
AVERAGE RATE OF 5%?

No. All of the customers identified in Equitable Exhibit JMQ-1 contain
temperature and pressure compensated meters. On the other hand,~ the Company’s
distribution system’s average retainage rate of 5% contains some component that is
attributed to temperate and pressure compensation. |

CAN YOU IDENTIFY THE COMPONENT ASSOCIATED WITH TEMPERATURE
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AND PRESSURE COMPENSATION THAT IS CONTAINED WITHIN THE
COMPANY’S SYSTEM AVERAGE RATE OF 5%?

Not specifically. Several studies conducted, including one by Pacific Gas and
Electric Company in May 1990, and Southern California Gas Company in 1992,
concluded that the gas temperature in residential or small meters tends to follow the
ambient temperature. Equitable applied this methodology when it conducted its last lost
and unaccounted for gas (“LUE 7y study. During that study, the percentage that was
associated with temperature compensation was nearly 40%. This percentage will change
as the ambient temperature changes.

' As far as pressure compensation goes, Equitable assumes that the metered gas
pressure is a constant 8 ounces or 0.5 psig for those residential and small commercial
customers who are served by district regulators on the low-pressure system. For those
customers that aré served on an intermediate-pressure or high-préssure system, service _
regulators would be required. These service regulators are also set at a normal
operating pressure of 0.5 psig. Any difference that occurs between the actual and the
assumed pressure would have a direct impact on the métered gas volume and also
would cc;ntribute to the total LUF volume. During the Company’s last LUF study, the
i)ercentage that was associated with pressure compensation was approximately 18%.

In summary, over 50% of Equitable’s total distribution system average lost and
unaccounted for gas can be attribuied to a lack of temperature and pressure
compensated meters.

WHAT DOES THE COMPANY SUGGEST THE RETAINAGE RATE SHOULD BE
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FOR THOSE TRANSPORTATION CUSTOMERS THAT HAVE TEMPERATURE
AND PRESSURE COMPENSATED METERS?

The Company believes the appropriate retainage rate for these transportation
customers with temperature and pressure compensated meters should be 2.5% (0.50 x
5%).

ARE THERE OTHER CONSIDERATIONS ASSOCIATED WITH EQUITABLE
EXHIBIT IMQ-1 THAT INVOLVES THE RETAINAGE RATE?

Yes. The negotiated retainage rate for these customers includes an appropriate
adjustment to the retainage factor since all of these customers have temperature and
pressure compensated meters. Therefore, the remaining retainage factor should consist
of the expected line loss and any potential measurement error.

DOES THE COMPANY HAVE AN ANALYSIS THAT IDENTIFIES THE

- EXPECTED LINE LOSS OR THE POTENTIAL MEASUREMENT ERROR FOR

THESE CUSTOMERS?

Not for all of them. I will specifically address the operating conditions,

“including measurement, for Customers 2, 4 and 7 that are identified in Equitable

Exhibit JMQ-l.
WHAT ARE THE OPERATING CONDITIONS ASSOCIATED WITH THESE
THREE CUSTOMERS?

Customers 4 and 7 are served directly from distinct distribution facilities that are
connected to an interstate pipeline. The distribution facilities consist of welded, steel

pipe that is cathodically protected. These facilities were installed within the past five
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years. Customer 2, which is in the steel-making indusiry, is served directly from a
high-pressure transmission facility that is also directly connected to an interstate
pipeline. These facilities were installed in 1978 and are also cathodically protected. All
of these facilities operate at high-pressures and are monitored on a regular basis for
leakage. Since they are newer facilities and were pressure-tested prior to being placed
in service, the Company has assumed these facilities do not have any line loss.
Therefore, the only contribution to system LUF would be potential measurement error.
CAN YOU DESCRIBE THIS POTENTIAL MEASUREMENT ERROR?

The potential measﬁrernent error is simply the difference between the actual -
volumes that physically go through the meter and the volumes that are recorded by the
meter. In other words, it is the difference between the meter reads and the actual
deliveries. The industry refers to this phenomenon as fast or slow meters.

CAN THE POTENTIAL MEASUREMENT ERROCR BE SIGNIFICANT?

Not for these large volume transportation customers.

WHY IS THE POTENTIAL MEASUREMENT ERROR NOT SIGNIFICANT FOR
THESE CUSTOMERS?

These customers represent some of -the.largest transportation customers on the
Company’s system. As such, the Company installs the most accurate measurement
equipment that is available and monitors the equipment on a regular basis. Calibration
tests are conducted frequently to ensure the measurement is accurate. During the
Company’s last LUF study the effect of fast and slow meters was determined to be
0.24%.
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DOES THE COMPANY BELIEVE IT 1S ADEQUATELY REFLECTING THE
APPROPRIATE LEVEL OF RETAINAGE FOR THESE CUSTOMERS?

Based upon my explanations above, the Company believes that the negotiated
retainage rates reflected in Equitable Exhibit JMQ-1 adequately compensates the

Company for the retainage levels that are actually experienced.

EIA GAS STORAGE REPORT

IN THE 2005 SECTION 1307(F) PROCEEDING, THE OSBA RAISED AN ISSUE
IN CONNECTION WITH AN ERROR THAT OCCURRED IN THE REPORTING
OF (IAS WITHDRAWALS BY DOMINION TO THE ENERGY INFORMATION
ADMINISTRATION AND THE COMPANY AGREED IN SETTLEMENT TO
REPORT ON THE STATUS OF ANY CLASS ACTION RELATED TO THE
STORAGE REPORT ERROR. IS EQUITABLE AWARE OF ANY CLASS ACTION
PROCEEDING RELATED TO THE STORAGE REPORT ERROR AND, IF SO,
WHAT IS THE STATUS OF THE PROCEEDING?

Equitable is aware of a class action proceeding related to the storage report
error. 1 have been advised by counsel that a class action complaint was filed in the
circuit court of Kanawha County, West Virginia, on or about February 16, 2005, and
captioned Betsy J. Jacquet, Patricia E. Kuzara, and others similarly situated v.
Dominion Transmission, Inc., Dominion Resources, Inc., Dominion Virginia Power,
Dominion North Carolina Power, Civil Action No. 05-C-351. The defendants removed

the case to federal district court in July of 2005. On August 1, 2005, the plaintiffs filed
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a motion to remand the case back 10 the West Virginia State Court. As of the filing of
my testimony, the plaintiffs’ motion has not been decided by the federal court.
WHAT IS THE COMPANY DOING IN REGARD TO THE ACTION?

The Company is continuing to monitor the proceeding. I have been advised by
counsel that unless a more appropriate action is instituted in the meantime the Company
will seek class action intervention upon final determination of the proper venue.

DOES THIS CON CLUDE YOUR DIRECT TESTIMONY?

Yes.
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Sections of the 1307(f) Filing S. C. Rafferty is sponsoring:
Item 53.64 (a), Section I

Part B: Sheet 1 of 8, lines 11-16
Part B: Sheet 2 of 8
Part B: Sheet 3 of 8
Part B: Sheet 4 of 8
Part B: Sheet 5 of 8
Part B: Sheet 6 of 8
Part B: Sheet 7 of 8
Part B: Sheet 8 of 8

Part C: Sheet 4 of 7, lines 11-16
Part C: Sheet 5 of 7
Part C: Sheet 6 of 7
Part C: Sheet 7 of 7

Item 53.64 (c) (1)

Item 53.64 (c) (3)

Item 53.64 (c) (5)

Item 53.64 (c) (6)

Item 53.64 (c) (7)

Item 53.64 (¢) (10)

Item 53.64 (c) (12)

Ttem 53.64 (c) (13)

Item 53.64 (c) (14)

Item 53.65 (1) through (5)
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Obijective:

The objective of Equitable’s 2006 Hedging Program (“Program”) is to define the
appropriate procedures to be used by Equitable for hedging a portion of its future
cost of gas supplies. Equitabie proposes to hedge up to an agreed upon portion of its
annual projected purchasés using primarily NYMEX futures contracts and fixed-price
physical purchases. The implementation of this Program will reduce the exposure
that Equitable’s customers have regarding gas price volatility. This Program may pot
reduce the gas price that Equitable’s customers ultimately pay. Any gas cost
increases and/or reductions that occur as a result of Equitable implementing this
Program will be recovered in the quarterly gas cost filings and are subject to review
during the annual 1307(f) proceedings. Equitable anticipates using a combination of
NYMEX futures contracts and fixed-price physical purchases for its.Appalachian
purchases as well as its interstate pipeline purchases. Each of these categories and
“corresponding procedures are explained in more detail below. Equitable will not
proceed with this Program unless there is a consensus among the Office of Consumer
Advocate ("OCA”"), the Office of Small Business Advocate ("OSBA") and the Office of
Trial Staff ("OTS"), collectively referred to as the “Parties”, that this Program is
appropriate. '

Appalachian Supplies:

Background:

Equitable purchases a significant portion of its gas supplies from numerous
Appalachian Producers. These Appalachian Producers can deliver supplies directly
into Equitable’s distribution system or into an interstate pipeline that traverses the
Appalachian Basin, e.g., Equitrans, LP or Dominion Transmission. The Appalachian
supplies that originate on these interstate pipeline(s) are ultimately delivered into
Equitable’s distribution system. '

" . Equitable has a tocal Appalachian gas puréhase strategy which consists of various
pricing mechanisms, ranging from fixed pricing options to several different index
pricing options. This strategy seeks to encourage the development of new,
incremental supplies while also attempting to reduce price volatility and operational
uncertainties. Equitable utilizes short-term gas purchase agreements, long-term gas
purchase agreements and existing life- of-the-well gas purchase agreements to )
provide a stable, long-term source of reliable supply. Historically, Equitabie has
permitted various producers the opportunity to “lock-in” or fix the price of gas based
on current market conditions. These fixed-price purchases are aggregated with other
index or market-based purchases during the actual month of production. These
fixed-price purchases will generally be above or below current market conditions
depending upon the previously agreed to price.

Hedqging Procedures: . .
‘Equitable will continue to permit Appalachian Producers the opportunity to “lock-in”

or fix the price of gas based on current market conditions. Appalachian Producers
that elect this option must have at least 2,500 MMBtu per month of production.
Equitable will only “lock-in” prices in 2,500 MMBtu increments. (Equitable will
calculate the volumes eligible for “lock-in” at 85% of the lowest 12-months of actual
production volumes. The resulting amount must be equal to or greater than 2,500
MMBtu or the Producer is not eligible to “lock-in"). The difference between the
“locked-in" or fixed-priced volume and the actual produced volume during a month
will be paid based upon the default price in place. This default price is typically
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index-related or market-based. Appalachian Producers must “lock-in” prices for an
annual or seasonal term. The seasonal terms are defined as April through October
and/or November through March. In the event a Producer does not have enough
production to offset the previously “locked-in” voilumes, that Producer will be
responsible for the difference between the “locked-in” price and the current market
price. In the-event the current market price is less expensive than the previously
“locked-in” price, there will be no refund to the Producer. (A financial gain will occur
on the NYMEX hedges that will be credited to PGC costs).

At the same time a Producer elects to “lock-in” the gas price for a specified term,
Equitable will se!! corresponding NYMEX contracts for the identical volume and term.
When the NYMEX contracts ultimately settie, a financial gain or loss will occur. The
financial gain or Joss, when added to the original “lock-in” price will result in a price
that is representative of current “market” conditions.

In the event a Producer elects to “lock-in” the gas price for a specified term,
Equitable will withhold any “margining” expense incurred as a result of executing the
financial hedges. Margining expense is defined as the money that buyers and sellers
of futures, i.e., Equitable, must put up with the clearinghouse to assure performance
on the contracts. Equitable will also assess the Producers a volumetric charge for
administration of this Program.

Equitable will report all hedging éc:tivity associated with Appalachian Producers
separately from its hedging activity associated with interstate pipeline suppliers.
Gains as well as losses will flow through the PGA mechanism.

Interstate Pipeline Supplies:

Background:
The Appalachian supplies are used in conjunction with the interstate spot market to

achieve a level of reliability necessary to meet Equitable’s customer demand. _
Equitable continues to use the interstate spot market, on an economic basis, to
either satisfy immediate demand requirements or for storage injection purposes.
Currently, Equitable purchases interstate supplies for its ratepayers on Texas Eastern
("TETCO"), Dominion Transmission (“"DTL") and Equitrans, LP ("EQT").

Hedqmq Procedures:

Equitable will prepare annual projections of requirements and supplies. These
projections will be based on normal weather occurrence. Equitable wil review the
projections on a quarterly basis and add/delete respective months and also make
adjustments due to more recent information. Please refer to Attachment “A” for the
annual projections of PGC requirements and supplies.

Equijtabie’s Program will attempt to fix the price of gas on an amount that is between
25% and 50% of the projected monthly purchases during the summer (April through
October), including volumes required for storage injections. During the winter
{November through March), Equitable's Program will attempt to fix the price of gas
on an amount that is between 10% and 20% of the projected monthly purchases,
excluding volumes withdrawn from storage. [The hedge volumes are significantly
reduced during the winter since the Company has a considerable amount of gas that’
comes from storage, The cost of these gas supplies are developed when they are
originaily injected into storage during the summer. Since the price is fixed when the
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storage supplies are withdrawn during the winter, these supplies are essentially
hedged.]

Equitable will continue to use the Planalytics’ Weathernomics Gas Buyer™, to assist
in some of the interstate pipeline natural gas purchases more thar one month in
advance of the month of flow. (Planalytics’ Weathernomics Gas Buyer™ is a web-
delivered tool that aids in natural gas price analysis and enables users to better
identify weather-driven changes in gas prices up to one year into the future).
Equitable will utilize the Planalytics’ Weathernomics Gas Buyer™ eXxciusively for the
recommended minimum volumes (25% during the summer and 10% during the
winter). These volumes are identified on Attachment "A” as the Minimum Volumes
(Dth) - Planalytics. The annual license and maintenance fees imposed by Planalytics’
Weathernomics Gas Buyer™ will continue to be recovered through the PGA
mechanism, Gains as well as losses will flow through the PGA mechanism for any
purchases that are made using the Planalytics” Weathernomics Gas Buyer™.

For those interstate pipeline purchases not made by using the Planalytics’
Weathernomics Gas-Buyer™ recommendations, Equitable will continue to use the
expertise within its Gas Acquisition & Management Department. Equitable’s Gas
Acquisition & Management Department is responsible for all gas supply and planning
functions. This department is adequately staffed with quaiified and. well-trained
personnel who receive regular updates on conforming with the Company’s least cost
purchasing policy. In addition to their industry experience, personnel responsible for
gas supply and planning attend seminars, conferences and short courses that
address supply strategies and methodologies. Additionally, they communicate
continuously with gas suppliers, producers, marketers and interstate pipeline
representatives in matters pertaining to Equitable’s fuel procurement policy.
Furthermore, these personnel receive frequent updates of current trends and new
developments within the natural gas industry. The volumes that can be hadged by
these other resources are the recommended maximum volumes {(50% during the
summer and 20% during the winter}. These volumes are identified on Attachment
“A" as the Maximum Volumes (Dth) - Other.

Gas prices for interstate pipeline purchases can be hedged through the purchase of
either:
(1) New York Mercantile Exchange ("NYMEX") natural gas futures contracts, plus;
fixed basis-differentials from the Henry Hub to DTI South Point; or,
(2) Fixed-price supplies, in either the Gulf Coast area or the market area, e.g.,
DTI South Point, :

Gains as well as losses resulting from hedging interstate pipeline purchases will flow
through the PGA mechanism. :

Other Considerations:

In the event any Party desires to make modifications to this Program, the Parties
agree to meet and determine what change(s), if any, are necessary. There must be
unanimous support among the Parties for any recormmended change(s) to become
effective.



Attachment B

At the end of successive three-year periods, beginning October 1, 2006, the Parties
shall review the hedging program structure and results and, if mutually agreed upon,
the Program shall be extended in its current or a revised form.



ATTACHMENT "A"
P 1 Hedglug Schedule for Interstate Pipeline Purc]

"' Summary of Estimated Anoual PGC Sales and Supply Requirements

Description October  November December January February  March April May June July August September  Total
(1 @ @ CY (5) {6} o) (8} ] (10) (11} (12} un
PGC Sales - Mcf
Residential 1,079353 2,108,612 3,222,205 3,887,113 3,382,608 2,736,776 1,639,446 669,742 354,297 363,505 362,726 402,456 20,208,839
Small Commercial 135,971 116,576 342,371 424,983 368,697 313,552 190,311 96,037 03,274 60,993 63,152 68,803 2,356,735
Small Industrial 628 1,080 1,606 1,979 1,739 1428 903 443 305 270 265 w 10,953
Large Commercial 93,228 154,657 231,051 287,505 250,545 215,531 131,397 69,089 47,742 45,504 47,784 50,895 1,625,328
Large Indusicial 2,825 4,365 6,507 7,854 6,897 6,000 3,899 2,163 1,760 1,628 1,683 1,564 47,245
Total PGC Sales 1,312,005 2,495,290 3,803,840 4,609,839 4,010,486 3,273,287 1,965,966 837,474 467,378 471,900 477,610 524,025 24,249,100
Company Use : 4,396 8,361 12,746 15,446 13,438 10,968 6,587 2,805 1,566 1,581 1,600 1,756 81,251
UFG 69,284 131,771 200,873 243,436 211,785 172,856 103,819 44,225 24,681 24,920 25,222 27,673 1,280,545
Total Demand - Mcf 1,385,685 2,635,422 4,017,459 4,868,721 4,235,709 3,457,111 2,076,372 884,505 493,625 498,401 504,432 553,454 125,610.896
BTU Conversion 1.060 1.060 1.060 1.060 1.060 1.060 1.060 1,069 1.06¢ 1060 1060 1,060 -
Total Demand - Dth 1,468,826 . 2,793,547 4,258,507 5,160,844 4,489,852 3,664,538 2,200,954 ‘937,575 523,243 " 528,305 534,698 586,661 27,147,550

PGC Purchases - Dth

Southwest Purchases 3,669,090 87,152 99,115 105,112 106,705 95,101 2,915,797 12,462,892 2,375,560 2,363,622 2,370,015 2,438,978 19,089,138
Appalachian - Direct 209,250 202,500 209,250 209,250 189,000 209,250 202,500 209,250 127,500 131,750 131,750 127,500 2,158,750
Appalachian - Transport 627,750 607,500 627,750 627,750 567,000 627,750 607,500 627,750 382,500 395,250 395,250 382,500 6,476,250
DOM Storage (358,000) 379,750 651,000 821,500 708,970 538,780  (372,000) (434,000) (434,000) (434.000) (434,000) (434,000) 0
DOM Storage Fuel (14,285) (9,523) (LU (3,110 (.110)  (QLU9 (11,110 (79,360}

DOM Transport Fuel (17,455)  (11,582)  (19.856)  (25,056) (Zi.624) (16.433) (11,636 (13.576) (13,576} (13,576) (13.576) (13.576) (191,520

EQT Storage (2,392,498) 1,528,227 2,691,247 3,422,288 2,939,801 2,210,089 (1,094,998 (1,860,831) (1,860,83i) (1,860,831) (1.860.831) (1,860,831) 0
EQT Storage Fuel . (55,027 . (36,685)  (42,79%)  (42,799)  (42,799)  (42,799)  (42,79%)  (305,708)

Total PGC Purchases 1,468,826 2,793 547 4,258,507 5,160,844 4,489,852 3,664,538 2,200,954 937,575 523,243 528,305 534,698  5BG,661 27,147,550

Summer (Min = 25%; Max = 50%); Winler (Min = 10%; Max = 20%)

Minimum Percentage 25%: 10% 10% 10% 10% 10% 25% 25% 25% 5% 25% 25%
Maximum Percentage 50% 20% Wah 0% 20% 20% 50% 0% 50% 0% 50% 50%_
Toual Interstate Purchases 4,296,840 694,652 726,865 732,862 673,705 722,851 3.523.297 3:090.642 2,758,060 2,758,872 2,765,265 2,821,478 25,565,388

{Sguthwest Purchases + Appalachian - Transport)

Minimum Volumes (Dih) - Planalytics 1,074,210 69,465 72,687 73,286 67,370 72,285 880,824 . 772,660  G89.515  G85.718 691,316 705369
Maximum Yolumes (Dth) - Other 2,148,420 138,930  -145373 146,572 134,741 144,570 1,761,648 1,545,321 1,379.030 1,379,436 1,382,632 1,410,739

g JusunoEny
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Equitable Gas Company

Gas Acquisilion & Managemen! Department
Summary of Transportation & Storage Agreements
PENNSYLVANIA

Equitrans Storage Agreements:

Agreement Transport MDQ MDQ TASQ Termination
Number Agreement Injection Withdrawal Date
082 (10S5) FTS-049 3,957 79,144 791,440 31-Mar-2006
D50 {30SS) FTS-049 12,638 84,260 2,527 826 31-Mar-2006
090 (6058} FT5-048 7.342 - 24473 1,468,380 31-Mar-2006
356 (11558) FT5-357 20,909 40,000 ‘4,181,818 31-Mar-2006
Totals 44,847 227,877 8,069,464

Equitrans Transportation Agreements:

Agreement Description MDQ MDQ Terminatiort
Number (Surmmer) {Winter) Date

FTS -357 Storage - (11585 - 356) 20,909 40,000 31-Mar-2006
FTS - 031 Appalachian 25,000 25,000 " 34-Mar-2006
FTS - D98 interstate pipeline transport ' 166,000 186,000 31-Mar-2006
FTS - 049 Storage - {6055, 3055, 1053) 23,838 187.877 31-Mar-2006
NN - 099 No-Notice service 39.376 94,742 31-Mar-2006
Totals 275,223 513,619
TOTAL EQUITRANS ENTITLEMENTS 513,619

Dominion Storage/Transportation Agreements:

Agreement Tranéport MDQ MDQ TASQ Termination
Number Agreement Injection Withdrawal Date
G55-300135 FTGSS-T00081 8,178 35,000 1,750,000 31-Mar-2012
GS5-300159 FTGS5-700082 6,308 27,000 1,350,000 31-Mar-2011
62,000 3,100,000

Texas Eastern Transportation Agreements:

Agreement Description MDQ MDQ Termination
Number {Summer) (Winter) Date

FT-800342 Interstate pipeline iransport © 109,207 109,207 31-Oct-2012



Equitable Gas Company

Gas Acquisillon & Management Department

Summary of Equitrans’ and GIPCO's Transportation & Storage Agreements

Equitable Exhibit SCR-2

PENNSYLVANIA :
ANNUAL
Equitrans Sterago Agroements: CHARGES
Agreement Transport {5ross Dellvery to MDQ MDQ TASQ njection ‘Withdrawal Sioraga Demand Slorage Space
Number Agreamenl into Equitrans  2000! (boundary) Injection Wilhdrawal Charges Charges Charges Charges
@ 2.75% shrink @ 0.480% shrink $0.0089 $0.0089 $1.3887 $0.0265
082 (10885) F73-049 4,088 3,976 3,957 79,144 791,440 $7,043.82 $7.043.82 5109,907.27 $20.973.18
050 (30SS) FT5-049 13,080 12,701 12,639 84,260 25278026 $22.497 865 $22.497.65 SUIT.011.86 566.087.39
080 (B0SS) FES-049 7,587 T.378 7,342 24,473 1,468,350 $13,068.58 £13,068.58 $33,985.66 $3B.912.07
356 (115655) F¥$-357 21,606 21,012 20,909 40, (KK 4,181,818 $37,218.18 $37.218.18 $55,548.00 $110,818,18 $4,050,228.00 DEMAND
080 (58-3) F¥S-028 8,456 8,223 8,183 15,654 1,636,538 $14,565.20 $14,565.20 $21,738.1 $43,168.28 $3,372 708,95 SPACE
Totals 54,787 53,290 53,030 243,531 10,606,003 $84,393.43 $94,393.43 $338,191.50 $281.059.08 §7.435,006.85 SUB-TOTAL STORAGE
|Equitrans Tronsportation Agreemants:
Apreement Descriptien MOQ MDQ Discounted Discounted TASQ Varlabla Winler Damand Summer Damand
Numbar (Summer) {Winter) Summer Winter Commodity charges  Charges {monthly)  Charges (monlhty)
Billing MDCY Billing MDQ $0.0171 $5.7625 $5.0087
FTS-028 Storage - (S53-079) 8,183 15,654 7.647 10,828 1,626,539 $27.984.82 $62.453.90 538.301.523 $312,269.88 Winter Domand
$268.110.70 Summer Damand
FTS - a57 Storage - (19558 - 356) 2112 40,009 4,181,818 §71,508.09 $230,500.00 $108,242.00 $1,162,500.00 Winter Demand
5736,699.63 Summear Demand
FTS - 03t Appalachian 25,000 25,000 $144,062.50 $125,217.50 §720,312.50 Winter Demand
$876.522.50 Summer Demand
FTS - 048 Storage - (1055, 30585, 60SS) 24,056 187,877 81,839 4,787 646 $81,868.75 §471,597.24 $120,469.28 $2,367.086.19 Winler Demand
$843.425.01 Summer Demand
FTS-098 Interstate plpsiine transport 166,000 166,000 $956.575.00 $8:11,444.20 $4,762,075.00 Winter Demand
$8.3395 $7.5857 $5,820,109.40 Summer Demand
NN - 099 No-Notice service 39,376 94,742 $790,100.91 $298,684.52 $3,950.504.55 Winter Demand
$2,080,861.66 Summer Demand
Tolals 283627 529,273 10,606,003 $2,655.297 96 $1,519,297.43 $23.912,177.01 SUB-TOTAL TRANSPORTATION
Ty T 7 o
$31.343,183.66 TOTAL EQUITRANS
Camegla ("CIPCO") Transporiation Agrasments:
Agreamen! Description MDQ wMDQ Discounted- Discounied TASQ Variable Winler Demand Summer Demand
Number (Summer} {Winter) Summer Winter Commadily charges  Charges (monthly)  Charges {monthly)
Billing MDQ Billing MOG $0.0055 $6.8215 $6.8215
FTs Inlerstate pipeline transpart $1,910 11,910 £81.244.07 561.244.07 $974.928,78 TOTAL CIPCO

$32,318,112.74 AFFILIATE

TOTAL




Equitable Gas Company

Gas Acquislilon & Management Department
Surmmary of Equlirans’ and C1PCO's Trensportation & Storage Agreements

PENNSYLVANIA
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Equitrans Steroge Agreements:

ANNUAL
CHARGES

Agreement Transport Gross Delivery to MDQ MOQ TASQ Injection Withdrawal Starage Demand Storage Space
Number Agreement Into Equitrans 90001 (boundary) Injection Wilhdrawal Charges Charges Charges Charges
@ 2.75% shrnk 0.480% shrink 30.0155 3$0.0955 $1.8289 $0.0353
092 (1055} FTS-049 4,088 3,976 3,957 79,144 791,440 $12,267.32 $12,267.32 $144.746.45 §27,937.83
050 (3055} FT5-049 13,060 12,71 12,639 84.260 2,527,826 £38.181.20 $39,181.30" $154,103.11 £89,232.26
080 (60SS) FTS-049 7,567 7,378 7,342 24,473 1,468,380 $22,759.89 §22,759.69 $44,756.57 $51,833.81
356 (115551 FT5-357 21,606 21,012 20,909 40,600 4,181,818 $64,848.18 $64,818.18 $73.156.00 $§147.618.18 $5,344,726,15 DEMAND
080 (S5-3) FT5-028 8,456 8,223 8,183 15,654 1,636.539 $25.366.35 $25,386.35 528,629.60 557,760.8% $4,182.702.87 SPACE
Totals 54,797 53,200 53,030 243,501 0,606,003 $164,393.05 $164,393.05 5445393 85 $374.211.01 $9.837,429.02 SUB-TOTAL STORAGE
1
Equltrans Transportation Agreements:
Agreement Descriplion MDG MDQ TASQ Varfable Wintes Demand Bummer Demand
Number (Summer) {Winter) Summer Winter Commodity tharges  Charges {monthly}  Charges {monthly}
Bliing MOQ Billing MDQ $0.0088 £8.2535 $5.5105
F15-028 Sterage - (553 - 078) 8,183 15,664 8,183 15,654 1,636,539 $14,5685.20 $97.692.28 $45,002.42 F188,461.45 Winter Demand
$315,640,95 Summer Demand
FT5 - 357 Slorage - (11585 - 356) 21,012 40,000 4,181,818 $37.218.18 $250,440.00 $115,786.63 $1,250.700.00 Winter Demand
. .5810,506.38 Summer Demand
FT§ -0 Appalachian 25,000 25,000 $156.3397.50 3137,762.50 5781,687.50 Winter Damand
$064,337.50 Summear Domand
FTS - D49 Sterage - (1085, 30585, 6055) 24,058 187,877 187.877 4,787,846 $42,610.05 $3,174.800.02 $132,660.59 $5,074,444.10 Winter Demand
$927.624.12 Summer Demand
FTS - 099 Inlarstale pipelne transoont 166,000 166,000 $1,033,081.00 $014,743.00 $5.190,405.00 Winler Demand
$98.5587 $8.8157 $6,403,201.00 Summer Demand
NN - 089 No-Nolice service 39,376 94,742 5600581036 S347.127.00 $4,520,051.78 Winter Demand
3_,2_'1_&2&'!9.9:!‘!;_0:2“ Summer Demand
Totals 283,627 528,273 10,606.003 $3,622,959.52 $1,693,080.95 $29,966,264.79 SUB-TOTAL TRANSPORTATICN
T —
$39,803,683.81 TOTAL EQUITRANS
Carneglu ("CIPCO"] Transportation Agreements:
Agreamont Description MO MDGQ Dlstounted Discounied TASQ Vartabla winter Demand Summer Demand
Number {Summer) {Winler} Summer Winter Commedity charges  Gharges {monthly}  Charges (monthly}
Billing MDQ Billing MDQ $0.0055 $1.9718 $1.9718
FTS Interstate pipeline transport 11,910 $1,910 $23,485.33 §23.485.32 $281,623.95 TOTAL CIPCO

$40,085,507.76 AFFILIATE

TOTAL




Pennsylvanla Oivislon

Summary of Eslimated Firm Capacity Costs on Equitrans Inc.
for the Pericd Qclober 2006 through Septamber 2007

Line 2006 2007
No. Description Oclober November December January February March Aprlt May June July August Seplember Towal
m @ )] CH 15} 8} &) (8) {8) (10$) 1) (12} (13)
#Y5 Oemand - Nen-Storage
1 Demand Determingny - Dih l9i,w0 191,000 191,000 191,000 191,000 191,900 191,000 181,000 191,000 161,000 181,000 181,000 2,292,000
2 Cemand Rate - $/Oth 4.7451 5.3098 5.3098 5.3068 5.3068 5.3088 4.7451 4.7451 4.7451 4,7451 4.7451 4,7451 -
3 Denand Cost-§ 906.314 1,014,172 1.014,i72 1,014,172 f.014,172 1.014,172 808,314 DpE,314 208,214 90B.31d 806,314 906,314 11,415,058
FTS Domand - NOFT
4 Demand Determinant - Dik 79,545 79,545 78,545 T79.545 78,545 79.545 79,545 79.545 78,545 79,545 . 78,545 79,545 854,540
5 Oemand Rate - $iOth 71.5189 8.2909 8.2909 8.200% 8.2608 9.2808 7.6%69 7.5189 7.5186 7.5188 7.5188 1.5188 -

9 Demand Cost-$% 598,091 858,500 659.500 659,500 659,500 $59,500 598,081 598,001 598,091 586,084 598,081 598,001 7.484,137

FTS Demand - Sloraga
Base Load Services

¥ Demand Detarminant - Dih 20,909 40,000 40.000 40,000 40,000 40,000 20,809 20,909 20,900 20,908 20,809 20,909 348,363
8 Demand Rate - $/0th 4,745} 5.3098 5.3008 5.3088 5.3098 5.3098 4.7451 4.7451 4,7451 47151 4.7451 4.7451
2 bomand Cosi-$§ 99,215 212,392 212,382 212,392 212,392 272,392 99,215 89.215 99,215 98,216 99,215 88,216 1.756.165
Peaking Sewvices
10 Demand Determinant - Oth 80,241 147,546 147,546 147,546 147,845 147,545 g§0.241 80,241 80,241 Bb,241 80,241 80,241 1,269,417
11 Deamand Rate - $/DIh 4.7451 5.3098 5.3098 5.3098 5.3098 5,3098 4.7451 4.7451 4.7451 4.7451 4,7451 4.7451
12 Demand Cost-§ 380.752 783,440 783,440 783,440 783,440 783,440 380,752 380,752 360,752 360,752 \0,752 380,752 6,582,484
Storage Demand
Base Load Services
13 Capacily Determinant - Oth 40,000 40,000 41),00¢ 40,000 40,000 40,000 40,000 40,000 40,000 40,000 10,000 40,000 480,000
t4  Capacity Rala - $/Dih 1.4949 1.4048 1.4849 1.4849 1.4844 1.4549 1.4848 1.4849 1.4849 14849 1.48489 1.4949 .
19 Capacity Cost-% 50,796 59,796 58,786 59,708 59,798 59,788 59,796 59,746 59,798 59,798 59,756 58,796 717,552
16 Space Determinani - Dih 4,181,818 4,181,818 4,181,858 4,181,818 4,181,818 4,181,618 4,781,818 4,181818 4,181,818 4,181,818 4,181,818 4,181,818 50,161,818
17 Space Rata - $/0th 0.0262 D.0262 0.0282 0.0262 0.0252 0.0262 0.0282 0.0262 10262 0.0262 0.0262 0.0262 -
18 Spaca Cosl-$ 109,584 109,564 108,584 108,584 108.564 109,564 109,584 109,564 10,564 108,564 108,584 109,564 1.314,768
Paaking Siorage . .
+9 Capacity Delerminani - Dih 147545 147545 147,546 147 546 147,546 147 548 147,546 147.546 147 548 147 548 147,546 147,548 1,770,562
.20 Capacity Rate - $/Dth 1.4948 1.484% 1.4948 1.4849 1.4949 1,4949 1.4849 1.4849 1.4849 1.4849 1.4848 1.4849
21 Capacily Cost-§ 220,587 220,567 220,567 220,567 220,567 220,567 220,567 220,867 220,567 220,567 220,567 220,567 2,646,804
22 Space Delerminant - Dih 8,574,835 8,574,835 8,574,835 8.574,835 8.574,035 B8.574,835 8,574,635 8,574,835 . 8,574,635 8,574,835 574,835 8.574.835 102,888,020
23 Space Rale - $/Dih 0.0262 0.0262 0.0262 0.0262 0.0262 0.0262 0.0262 0.0262 0.0262 0.0282 0.0282 0.0262
24 Space Cost-$ 224,661 224 661 224 861 224 661 224 BB1 224 661 224,681 224,661 224,661 224,681 224,061 224,661 2,695,032
25 Total Slerage Demand Cost B14,588 614,588 614,588 §14,588 694,588 614,588 614,588 614,588 614,588 614,568 814,588 814,588 7,375,066
28 Total Equltrans Demand Costs 2,598,960 3,284,002 3,284,092 3,284,002 3,284,092 3,284,002 2,508 860 2,598,060 2.588 050 2,588 960 2,508 980 2,688,880 34,813,180

y-90S HQUXF 2(qenbd



Equitable Exhibit SCR-5

Equitable Gas Company
Gas Acquisition & Management Depariment
Summary of Transportation & Storage Agreements

PENNSYLVANIA

Equitrans Storage Agreements:

Agreement Transpori MDQ MDQ TASQ Termination

Number Agreement Injection Withdrawal Date
090 (60S5) FTS- 048 74,733 137,010 ’ 7,473,298 31-Mar-2011
356 (11585) FTS - 357 268,417 50,536 5,283,357 31-Mar-2011
Totats “101,150 187,546 12.756,653

Equitrans Transportation Agreements:

Agreement Description MDQ MDG Termination
Numbes {Summer) {Winter) Date

FTS - 357 Storage - {11555 - 356) 27,039 50,536 31-Mar-2011
FTS-031 Appalachian 25,000 25,000 _ 3-Mar-2011
FTS - 098 Interstate pipeline transport 166,000 166,000 31-Mar-2011
FTS - 049 Storage - (60SS - 090) © 76,492 137,010 31-Mar-2011
NN - 099 No-Notice service 79,545 79.545 31-Mar-2011
Totals

TOTAL EQUITRANS ENTITLEMENTS . 374,076 458,091




Apr-06
May-06
Jun-06

Jul-06
Aug-06

Sep-06

Oct-08
average
Nov-08
Dec-06
Jan-07
Feb-07
Mar-07

average

seasonal differential

Equitable Exhibit SCR-§

$7.53
$7.51
$7.72
$7.93
$8.07
$8.19
$8.36
$55.31
$7.90 /1

$9.63
$10.57
$11.22
$11.21
$11.03
$53.64
$10.73 72

basis
NYMEX differential total

$7.233 $0.30

37.210 $0.30

$7.420 $0.30

$7.625 $0.30

$7.770 $0.30

$7.890 $0.30

$8.060 $0.30
$53.208

$7.601

$9.125 $0.50
$10.065 $0.50
$10.715 50.50
$10.710 $0.50
§10.525 $0.50
$51.140
$10.228

$2.83 /3=(2-1)
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additional storage quantity 3,787,189 1/
seasocnal differential ' $2.83 2/
seasonal value $10,717,74487.3/=(1"2)
combined unit cost for storage & transportation $1.39 4/
annual storage cost $5,256,605.34 5/=(1"4)
potential gas cost savings $5,461,04963 6/=(3-5)
4/ assumes Rate Schedule 60-3SS Service
mdwg 63,120
mdig 37,872
base winter annual cost
storage rates
. demand $1.4949 $1,132,293.77
space $0.0262 $1,190,692.22
transportation rates $4.7451 $5.3098

$1,257,941.34 $1,675,768.01 $2,933,709.35

total $5,256,605.34

unit rate $1.39



Inside FERC - Dominion Transmission - Appalachian Index

1994
1995
1996
1997
1998
1998
2000
2001
2002
2003
2004
2005
2006

January February March

$2.33
$1.87
$3.80
$4.50
$2.44
$1.95
$2.53
$10.91
$2.79
$5.33
$6.54
$6.58
$11.93

$2.75
$1.65
53.67
$3.20
$2.15
$1.95
$2.91
$6.68
$2.20
$6.36
$6.51
$6.63

$8.70

$2.85
$1.62
$4.95
$1.93
$2.40
$1.78
$2.79
$5.39
$2.59
$11.20
$5.49
$6.64
$7.53

Aprit

$2.23
$1.68
$3.21
$2.04
$2.50
$2.09
$3.06
$5.73
$3.59
$5.54
$5.70
§7.74
$10.89

May

$2.29
$1.83
$2.43
$2.32
$2.46
$2.51
$3.28
$5.19
$3.54
35.60
$6.35
$7.11

June

. $1.98
$1.86
$2.54
$2.46
$2.19
$2.35
$4.59
$3.95
£3.55
$6.36
$7.09
$6.45

July

$2.40
$1.62
$2.86
$2.31
$2.47
$2.42
$4.56
$3.38
$3.47
$5.72
$6.47
$7.31

August

$1.90
$1.49
$2.50
$2.33
$2.06

$2.80 -

$4.02
$3.33
$3.13
$4.97
$6.30
§7.95

September October
$1.55 $1.50
51.68 $1.77
$1.94 $1.99
$2.71 $3.32
$1.79 $2.22
$3.07 $2.73
$4.85 $5.63
$2.42 $2.02
$3.38 $3.82
$5.21 $4.78
$5.32 $5.96

$11.14 $14.67
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November December

$1.83
$1.97
$3.05
$3.59
$2.25
$3.28
$4.79
$3.37
$4.43
$4.94
$8.04
$14.51

$1.93
$2.53
$4.50
$2.70
$2.23
$2.28
$6.39
$2.42
$4.44
$5.34
$8.13
$11.78

average
Apr - Qct

$1.937
$1.704
$2.496
$2.499
$2.241
$2.567
$4.284
3717
$3.497
$5.454
$6.170
$8.910

average
Nov - Mar

$1.780
$3.384
$3.436
$2.656
$2.032
$2.758
$6.832
$2.674
$6.352
$5.764
$7.204
$10.890

actual
seasonal
differential

(80.157)
$1.680
$0.940
$0.157

($0.209)
$0.191
$2.548

($1.043)
$2.855
$0.310
$1.034
$1.980

W



Equitable Exhibit SCR-9

DOMINION STORAGE f TRANSPORTATION CONTRACTS

Current Rates:
TRANSPORTATION: STORAGE:
Current
Rate Demand Monthly Rate Current  Monthly Annual Annual
700082 FT-GSS 27,000 $5.3047 $143,226.90 300159 GSS 1,350,000
700061 FT-GSS 35,000 $5.3047 $185,664.50 300135 GSS 1,750,000
62,000 $328,891.40 space determinant 3,100,000 $0.0143 $44,330.00
capacity determinant 62,000 $1.8627 $115,487.40
$159,817.40
winter only; annual cost (5) $1,644,457.00 : annual cost (12) $1,917,808.80 $3,562,265.80
Proposed Rates:
TRANSPORTATION: ' STORAGE:
Current
Rate Demand Menthly Rate Current . Monthly
Contract No. Schedule Determinants Rate Demand Contract No. Schedule Determinat Rate Demand
700082 FT-GSS 27,000 $4.5347 $122,436.90 300159 GSss 1,350,000
700061 FT-GSS 35,000 $4.5347 $158,714.50 300135 GSS 1,750,000
62,000 $281,151.40 space determinant 3,100,000 $0.0143 $44,330.00
capacity determinant 62,000 $1.8627 __ $115,487.40
$159,817.40

winter only; annual cost (5) $1,405,757.00 annual cost (12) $1,917,808.80 $3,323,565.80 ($238,700.00)




seasonal differential

TASQ (GSS-300135

TASQ (GS$S-300159
seasonal value
est. transportation capacity value
demand costs

est. annual value

Equitable Exhibit SCR-10

$2.83 1/
1,750,000
1,350,000
3,100,000 27/

$8,773,000.00 3/=(1*2)
$750,000.00 4/
$3,323,565.80 5/ refer to Exhibit SCR-9

$6,199,434.20 6/=(3+4-5)
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PREPARED REBUTTAL TESTIMONY OF STEPHEN C. RAFFERTY

WITNESS BACKGROUND
PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.
My name is Stephen C. Rafferty. My business address is 225 North Shore Drive,
Pittsburgh, Pennsylvania 15212.
BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY?
I am employed by Equitable Gas Company (“Equitable” or the “Company”), a
division of Equitable Resources, Inc., as Vice-President, Utility Asset Management.

HAVE YOU PREVIOUSLY SUBMITTED TESTIMONY IN THIS PROCEEDING?

Yes. I submitted direct testimony that has been marked as Equitable Statement No. 4.

PURPOSE OF TESTIMONY
WHAT IS THE PURPOSE OF YOUR REBUTTAL TESTIMONY IN THIS
PROCEEDING?

In my rebuttal testtimony I will respond to various contentions in the direct testimony
of Office of Consumer Advocate (“OCA™) witness Jerome D. Mierzwa, Office of Trial Staff
(“OTS”) witness Michael Gruber and NRG Energy Center Pittsburgh, LLC (“NRG”) witness‘
Timothy Merrill. Specifically, I will respond to Mr. Mierzwa’s contentions that: (i) the
Company’s design peak day requirements are overstated by approximately 30,000 dth and
that Equitable should aggressively pursue the realignment of its interstate pipeline capacity
portfolio to match the design peak day requirements of its customers; (ii) the costs associated
with fuel retention discounts should be recovered from all customers by increasing the

Company’s generally applicable fuel retention charge to 10 percent and the fuel retention
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charge included in the Company’s analysis of whether customers receiving a fuel charge
discount provide a contribution to fixed costs should be increased from 5.0 percent to 7.9
percent; (iii) PGC customers should be credited with the benefits which would have accrued
under the storage management arrangement with VPEM unless Equitable can demonstrate
that its decision to terminate this arrangement was consistent with least cost procurement;
(iv) Equitable’s time-differentiated exchanges have had an adverse impact on PGC
customers and PGC rates should be adjusted; and (v} Equitable’s proposal to include
carrying charges on deferred storage withdrawals should be rejected. Next, I will address Mr.
Gruber’s concerns regarding the Company’s hedging proposal. Finally, I will address Mr.
Merrill’s ¢laims that the Commission has not enforced rigorous policies with respect to BTU

content and retainage factors.

DESIGN PEAK DAY

PLEASE SUMMARIZE THE RESULTS OF THE COMPANY'S DESIGN DAY
ANALYSIS AND THE ASSOCIATED FIRM STANDBY AND BALANCING
REQUIREMENTS.

The results of the study presented in the direct testimony of Equitable Witness Jeffrey
Nehr, which was performed by Mr. Nehr under my supervision and direction, indicate the
projected design day firm requirements are 480,883 dth and the projected firm requirements
on Equitrans should be approximately 465,883 dth, net of Appalachian direct-feed supplies.
The projected firm requirements on Equitrans include projected firm standby requirements
equal to 24,168 dth and projected balancing requirements equal to 13,285 dth.
WHY IS IT IMPORTANT TO IDENTIFY THE FIRM STANDBY REQUIREMENTS AND

THE BALANCING REQUIREMENTS?
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The Company contracts for sufficient capacity to meet the firm standby requirements
and balancing requirements for its transportation customers. This capacity is not required for
PGC purposes and is paid for by the transportation customers that elect these services. The
Company provides an annual credit back to the PGC that compensates them, dollar for
dollar, for the 24,168 dth of capacity used to provide firm standby service as well as the
13,285 dth of capacity that is used to provide the balancing service.

DO YOU AGREE WITH MR. MIERZWA'S ANALYSIS INDICATING THE COMPANY
CURRENTLY SECURES APPROXIMATELY 30,000 DTH OF CAPACITY IN EXCESS
OF ITS CUSTOMERS’ DESIGN PEAK DAY REQUIREMENTS?

No. Mr. Mierzwa has made several errors and bad assumptions in his design day
analysis, identified in Schedule JDM-3 and Schedule JDM-4 attached to his direct testimony.
PLEASE DESCRIBE THESE ERRORS AND BAD ASSUMPTIONS IN MORE DETAIL.

First of all, Mr. Mierzwa defines a design peak day as "... an extremely cold day that
is expected to occur once every 10 to 20 years which a natural gas distribution company
selects and utilizes for capacity planning purposes..." (Page 3, lines 22-24 of the Direct
Testimony of Jerome D. Mierzwa). He then ignores the importance of using realistic weather
data to simulate a design peak day by including only the January 2006 and February 2006
weather data in his regression analysis.

WHY IS THE JANUARY 2006 AND FEBRUARY 2006 WEATHER DATA NOT
RELIABLE FOR A DESIGN DAY ANALYSIS AND CAPACITY PLANNING?

January 2006 was one of the warmest January's on record. Mr. Mierzwa incorrectly
assumes the lower customer usage experienced during January 2006 was attributable entirely
to a high gas price environment. It was not. The customer usage declined because the

weather was a non-factor. Had the weather during January 2006 been colder than normal, or
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even normal, the customer usage wouid have increased significantly and Mr. Mierzwa’s
results would have been dramatically different. Mr. Mierzwa is suggesting that the Company
use weather data that was not indicative of design day conditions to forecast what future
demand may be during design day conditions.
WHAT ARE YOUR CONCERNS WITH USING WEATHER DATA THAT IS NOT
REPRESENTATIVE OF DESIGN DAY CONDITIONS OR A PEAK DEMAND PERIOD?
Equitable purchases its gas supplies based on an acquisition strategy that minimizes
gas purchase costs while assuring there is adequate, reliable supply. Assurance of "adequate
and reliable” supply requires that planning be based on the need to maintain deliverability
during peak demand periods under design day conditions. The weather experienced during
January 2006 and February 2006 was not indicative of design day conditions. Therefore, that
data should not be solely relied upon to make capacity planning decisions or project future
demand requirements. Using only the weather data from January 2006 and February 2006
could result in the Company significantly understating its future capacity needs and could
jeopardize service to essential human needs customers.
SHOULD THE WEATHER DATA FROM JANUARY 2006 AND FEBRUARY 2006 BE
COMPLETELY IGNORED?

No. This data should be used in conjunction with data from other relevant periods to

project the Company's future demand requirements and capacity needs.

WHY DID THE COMPANY NOT USE THIS DATA IN ITS ORIGINAL DESIGN DAY
ANALYSIS?

At the time the Company was performing its original design day analysis, during the
earlier part of January 2006, this information was not available. However, the Company did

use the most recent information available.
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HAS THE COMPANY UPDATED ITS DESIGN DAY ANALYSIS TO INCLUDE THE
JANUARY 2006 AND FEBRUARY 2006 DATA?

Yes. Equitable witness Jeffrey Nehr describes the Company’s updated design day
analysis in his rebuttal testimony.
BASED UPON THE UPDATED DESIGN DAY STUDY, ARE THE COMPANY'S
CURRENT CAPACITY LEVELS REPRESENTATIVE OF FUTURE PEAK DEMAND
REQUIREMENTS?

Yes. The updated design day study, which includes the January 2006 and February
2006 data, indicates that the projected firm requirements, including 24,168 dth for firm
standby and 13,285 dth for balancing, are approximately 473,119 dth. If the 15,000 dth per
day of Appalachian direct-feed supplies are considered, the contractual capacity redujred 18
reduced to 458,119 dth. As previously mentioned, the contractual capacity on Equitrans is
458,091 dth per day. Therefore, the result is a negligible difference of 28 dth per day
{458,119 —458.019).
DO YOU HAVE OTHER CONCERNS REGARDING MR. MIERZWA'S ANALYSIS?

Yes. As I mentioned earlier, Equitable's projected design day firm requirements are
480,883 dth. Equitable's total contractual capacity on Equitrans is 458,091 dth. Therefore,
the capacity shortfall is 22,792 dth, not 8,000 dth as Mr. Mierzwa indicates at page 7, line 3,
of his direct testimony.
CAN YOU EXPLAIN THE DIFFERENCE?

It appears Mr. Mierzwa has reduced the 22,792 dth capacity shortfall by 15,000 dth,
which is related to Appalachian direct-feed supplies.
IS THIS CORRECT?

No. At page 6, lines 19-25 of his direct testimony, Mr. Mierzwa states that Equitable

-5-




10

1

12

13

14

15

16

17

18

19

20

21

22

23

24

has secured a total 0of 473,091 dth per day of capacity. He includes the 458,091 dth of
Equitrans capacity with 15,000 dth of Appalachian supply to arrive at 473,091 dth per day of
total capacity. This is not correct. Mr. Mierzwa implies that the Company has secured 15,000
dth of Appalachian capacity. It has not. The contractual capacity on Equitrans available to
meet projected demand requirements is 458,091 dth per day, not 473,091 dth per day.

In other words, the Company's projected design day firm requirements are 480,883,
which inciudes standby requirements and balancing requirements equal to 24,168 dth and
13,285 dth, respectively. Instead of contracting for 480,883 dth per day of capacity on
Equitrans, the Company is anticipating that approximately 15,000 dth per day of direct-feed
supplies will be available during most winter seasons and can be used to meet the needs of its
customers. As a result, the Company reduced the contractual capacity on Equitrans from
480,883 dth per day to 458,091 dth per day.

IS THIS CONSISTENT WITH LEAST COST PROCUREMENT OBLIGATIONS?

Yes, it is. The Company is attempting to meet the firm requirements of its customers
at the least possible cost, without jeopardizing reliability. Keep in mind a design day is
expected to occur only once every 10 to 20 years.

WILL THE COMPANY HAVE SUFFICIENT CAPACITY IF DESIGN DAY
CONDITIONS OCCUR?

Yes. The PGC requirements are projected to be 443,430 dth [480,883 — 24,168
(standby) — 13,285 (balancing)). The Company's contractual capacity on Equitrans is 458,091
dth per day. The 14,661 dth difference (458,091 - 443,430) is used to provide firm standby
and/or balancing requirements to transportation customers.

HAS EQUITABLE RECOGNIZED THAT HIGH PRICES COULD IMPACT ITS

CUSTOMERS' REQUIREMENTS AS MR. MIERZWA SUGGESTS?
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Yes, it has. The Company's prior contractual capacity level on Equitrans was 513,619
dth per day. Effective April 1, 2006, the new contractual capacity level on Equitrans is
458,091 dth per day. Compared to last year, the Company has reduced its contractual
capacity on Equitrans by 55,528 dth per day.

DOES EQUITABLE EXPECT TO EXAMINE WHETHER TS PROPOSED
ACQUISITION OF DOMINION PEOPLES WILL PROVIDE OPPORTUNITIES TO SHED
CAPACITY IN THE FUTURE?

Yes. The Company continuously looks for ways to shed or replace capacity
consistent with least cost procurement obligations. In fact, the Company has incentives under
PBR Design No. 1 to perform capacity release transactions. These incentives are discussed in
detail in my direct testimony.

ARE THERE OTHER METHODS TO REDUCE CAPACITY COSTS IN LIEU OF
STANDARD CAPACITY RELEASE TRANSACTIONS AS SUGGESTED BY MR.
MIERZWA?

Possibly. Mr. Mierzwa suggests at page 11, lines 8-11, of his direct testimony that
“...Equitable should aggressively pursue the realignment of its interstate pipeline capacity
portfolio. . .to include attempting to renegotiate its current contracts, releasing excess capacity
and examining whether its proposed merger with Dominion Peoples will provide
opportunities to shed capacity...” In lieu of the standard capacity release transactions the
Company could attempt to negotiate rates that are discounted from the pipeline’s maximum
taniff rates.

HAS THE COMPANY ATTEMPTED TO RENEGOTIATE ANY OF ITS CAPACITY
CONTRACTS?

Yes. The Company has aggressively pursued opportunities to renegotiate some of its
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capacity contracts. Specifically, Equitable has attempted to renegotiate and restructure its
contract with Texas Eastern. To date, these attempts have been unsuccessful.

HOW DOES THE COMPANY BELIEVE DISCOUNTED RATES ASSOCIATED WITH
THESE CAPACITY CONTRACTS SHOULD BE TREATED?

As described above, the negotiated rate discount could be in lieu of a standard
capacity release transaction. The net effect is that PGC customers would ultimately pay less
whether it is through a capacity release mechanism credited to maximum rates or a
negotiated discount from maximum rates. Therefore, the Company believes that these types
of transactions, if they would materialize, should also be considered part of PBR Design No.
1.

FUEL RETENTION DISCOUNTS
HAVE YOU REVIEWED OCA WITNESS MIERZWA’S TESTIMONY REGARDING
FUEL RETENTION DISCOUNTS?
Yes, I have.
PLEASE SUMMARIZE HIS POSITION.

Mr. Mierzwa recommends that the fuel retention charge included in the economic
analysis of whether a customer provides a contribution to fixed costs should be increased to
7.9 percent. He also suggests that the costs associated with fuel] retention discounts be
recovered from all customers, not just the PGC sales customers. Finally, he believes that
standards should be adopted with respect to the discounting of the retainage charges and base

rates.

IS IT APPROPRIATE TO USE A FUEL RETENTION CHARGE OF 7.9 PERCENT IN
THE ECONOMIC ANALYSIS TO DETERMINE WHETHER A CUSTOMER PROVIDES

A CONTRIBUTION TO FIXED COSTS, AS MR. MIERZWA HAS SUGGESTED?
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No. Attached to my rebuttal testimony is an exhibit that is identified as Schedule
SCR-1-R. This exhibit identifies the Company’s lost and unaccounted for gas (“LUFG”) for
the past four years. The four-year average is 6.06 percent and the three-year average is 6.58
percent. | am not quite sure how Mr. Mierzwa developed the 7.9 percent LUFG figure that is
referenced in his testimony since he did not provide supporting documents. Nevertheless, the
Company’s three-year average is 6.58 percent, not 7.9 percent as suggested by Mr. Mierzwa.
SHOULD THE COMPANY USE 6.58 PERCENT INSTEAD OF 7.9 PERCENT IN THE
ECONOMIC ANALYSIS TO DETERMINE WHETHER A CUSTOMER PROVIDES A
CONTRIBUTION TO FIXED COSTS?

No, it should not.

SHOULD THE COMPANY USE 6.58 PERCENT, WHICH IT REPRESENTS IS THE
THREE-YEAR AVERAGE LUFG AMOUNT, INSTEAD OF 5.0 PERCENT IN THE
ECONOMIC ANALYSIS TO DETERMINE WHETHER A CUSTOMER PROVIDES A
CONTRIBUTION TO FIXED COSTS?

No. In my direct testimony, [ explained in detail the impact that temperature and
pressure compensated meters have on retainage calculations. The vast majority of the
Company’s large volume transportation customers have temperature and/or pressure
compensated meters. As a result, my direct testimony recommended that those customers
that have temperature and/or pressure compensated meters should not be held to the same
contribution to LUFG as those customers without temperature and/or pressure compensated
meters. The difference is roughly 2.5 percent, meaning that if a customer with a temperature
and pressure compensated meter consumes 1,000 mcf, they should only be required to
detiver 1,025 mcfto the Company.

DID ANY OF THE PARTIES IN THIS PROCEEDING CHALLENGE THE COMPANY'S

0.
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TESTIMONY THAT CUSTOMERS HAVING TEMPERATURE AND PRESSURE

COMPENSATED METERS SHOULD NOT BE ASSESSED 5.0 PERCENT RETAINAGE?
No.

GOING FORWARD, WILL THE COMPANY ASSESS CUSTOMERS THAT HAVE

TEMPERATURE AND PRESSURE COMPENSATED METERS ONLY 2.5 PERCENT

RETAINAGE?

No, the Company is not proposing any changes. The Company will continue to assess
all transportation customers 5.0 percent retainage. However, the economic analysis to
determine whether a customer provides a contribution to fixed costs should use 2.5 percent if
that transportation customer has temperature and/or pressure compensated meter(s). If the
transportation customer does not possess temperature and/or pressure compensated meter(s),
the economic analysis to determine whether a customer provides a contribution to fixed costs
should use 5.0 percent.

SHOULD THE COMPANY ASSESS TRANSPORTATION CUSTOMERS WITHOUT
TEMPERATURE AND PRESSURE COMPENSATED METERS 6.58 PERCENT
RETAINAGE INSTEAD OF 5.0 PERCENT?

The Company is currently assessing all fransportation customers, with or without
temperature and pressure compensated meters, 5.0 percent retainage. The only exceptions are
the seven customers previously identified by Equitable witness John Quinn. The Company
has nearly 7,000 large volume customers with temperature and/or pressure compensated
meters. (Please refer to the attached response to interrogatories of the Office of Consumer
Advocate, identified as OCA-II-14) Only seven customers have discounted retainage
charges. The remaining customers are being assessed 5.0 percent retainage.

ARE THESE REMAINING CUSTOMERS CONTRIBUTING TOWARDS THE COSTS

-10-
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ASSQCIATED WITH THE FUEL RETENTION DISCOUNTS AFFORDED TO THE
SEVEN CUSTOMERS RECEIVING DISCOUNTED RETAINAGE?

Yes, they are, although we maintain that the contribution received from the seven
customers is fully compensatory. In fact, Mr. Mierzwa has also suggested that the costs
associated with fuel retention discounts be recovered from all customers, not just the PGC
sales customers. By charging transportation customers with temperature and/or pressure
compensated meters 5.0 percent retainage instead of 2.5 percent retainage, the Company is
ensuring that all customers, not just the PGC sales customers, contribute towards the costs
associated with fuel retention discounts.

MR. MIERZWA HAS SUGGESTED RAISING THE GENERALLY APPLICABLE
RETAINAGE CHARGE TO 10 PERCENT FROM 5.0 PERCENT. DO YOU AGREE
WITH THIS RECOMMENDATION?

No. Mr. Mierzwa makes this recommendation because he believes PGC customers
would effectively pay a retainage charge of nearly 13 percent if transportation customers
continue to be assessed 5.0 percent retainage.

ARE PGC CUSTOMERS BEING CHARGED NEARLY 13 PERCENT RETAINAGE?

No. As I explained earlier, the Company’s three-year average LUFG is only 6.58
percent. Furthermore, nearly all of the transportation customers with temperature and/or
pressure compensated meters are paying 5.0 percent retainage instead of 2.5 percent. This
ultimately reduces the amount of retainage paid by PGC customers.

ARE PGC CUSTOMERS PAYING HIGHER RETAINAGE RATES THAN
TRANSPORTATION CUSTOMERS WITHOUT TEMPERATURE AND PRESSURE
COMPENSATED METERS?

Yes. Transportation customers that do not have temperature and/or pressure

-11-



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

compensated meters are effectively paying 5.0 percent retainage. PGC customers are paying
a retainage rate that is somewhat higher.
IS IT APPROPRIATE FOR PGC CUSTOMERS TO PAY A HIGHER RETAINAGE RATE
THAN TRANSPORTATION CUSTOMERS?

In certain instances, it is appropriate for PGC customers to pay a higher retainage
rate.
WHEN WOULD IT BE APPROPRIATE?

The Company has invested significant capital during the past several years as
part of the Northern Asset Optimization Program (“NAOP”). The NAQP is designed to
attract and increase the amounts of local Appalachian production on the system. This
increased Appalachian production affords Equitable opportunities to reduce its reliance on
interstate pipeline supplies and save on the variable costs associated with transporting this gas
from the Texas and Louisiana production areas to Western Pennsylvania. These avoided
transportation costs are certainly a benefit to our customers. As I explained earlier, compared to
last year, the Company has reduced its contractual capacity on Equitrans by 55,528 dth per
day. The tradeoff, however, is that there will be slightly higher retainage rates on the Company’s
disnjbution/ gathering systems due to increased Company usage for compression, among other
things.

PLEASE SUMMARIZE THE COMPANY’S POSITION REGARDING WHICH
RETENTION CHARGE SHOULD BE INCLUDED IN THE ECONOMIC ANALYSIS TO
DETERMINE WHETHER A CUSTOMER PROVIDES A CONTRIBUTION TO FIXED
COSTS?

The Company’s direct testimony proposed that the appropriate retention charge for

any economic analysis for customers that have temperature and/or pressure compensated
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meters should be 2.5 percent, not 7.9 percent as suggested by Mr. Mierzwa. We still believe
that to be the case.

WHAT IS THE APPROPRIATE RETAINAGE CHARGE TO BE ASSESSED
CUSTOMERS IN GENERAL?

The appropriate retainage charge shouid be 5.0 percent. PGC customers will continue
to be assessed the actual retainage amount, which was approximately 6.58 percent during the
period 2002 -2005. Absent recovering the 5.0 percent retainage contributions from
transportation customers that have temperature and/or pressure compensated meters, the
actual retainage amount assessed to PGC customers would have been significantly higher

than 6.58 percent.

STORAGE MANAGEMENT ARRANGEMENT
PLEASE DESCRIBE OCA WITNESS MIERZWA’S POSITION WITH RESPECT TO THE
COMPANY’S STORAGE MANAGEMENT ARRANGEMENT WITH VIRGINIA POWER
ENERGY MARKETING.

Mr. Mierzwa believes that the Company should not have rescinded the storage
management arrangement with Virginia Power Energy Marketing (“VPEM”) unless the
Company can demonstrate that the decision to rescind the arrangement was consistent with
least cost gas procurement. If Equitable cannot provide this demonstration he recommends
that all of the $2.6 million fee that would have accrued under the VPEM arrangement be
credited to PGC customers. |
DO YOU AGREE WITH THIS RECOMMENDATION?

Absolutely not. Mr. Mierzwa did not provide any analysis that demonstrates how the

Company’s decision to rescind the storage management arrangement adversely impacted
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PGC customers. Mr. Mierzwa admits on page 23, lines 5-8, of his direct testimony that the
OCA argued that this arrangement created additional risk of higher gas costs for PGC
customers. The Company does not believe an analysis is required to justify its decision to
rescind the storage management arrangement. In its Order on Reconsideration in last year’s
1307(f) proceeding, the Commission finally and completely resolved matters related to the
VPEM arrangement stating that “Equitable acted within its managerial authority by
rescinding the “VPEM Arrangement” and [a]ccordingly, there is no issue remaining for
review within the parameters of Equitable’s 2006 1307(f) proceeding.”

WHAT DID THE COMPANY DO WITH THE STORAGE AND/OR TRANSPORTATION
CAPACITY THAT WAS HISTORICALLY RELEASED TO VPEM AS PART OF THE
STORAGE MANAGEMENT ARRANGEMENT?

I explained in my direct testimony that the Company was able to monetize some of
the value associated with these contracts. Specifically, the Company released the
transportation capacity, subject to recall, at maximum rates. However, the Company did not
release the storage capacity because of the arguments made by the OCA during last year’s
proceeding that this arrangement restricted storage flexibility. The Company’s decision to
terminate the arrangement was found by the Commission to be clearly within its managerial
discretion, Likewise, the Company’s decision to release the transportation capacity and
provide total capacity release revenue equal to nearly $750,000 was also within Equitable’s
managerial discretion. The Company could not have provided the capacity release credits if it
had not rescinded the storage management arrangement. Certainly, the Company’s decision
to rescind the storage management arrangement but still provide capacity release credits to
PGC customers in excess of $560,000 (75% x $750,000) by eliminating the OCA’’s restricted

storage flexibility argument while still monetizing the transportation value associated with
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these contracts, should not be construed as a violation of least cost gas procurement. In
effect, the OCA is advocating analysis by hindsight, which is inconsistent with least cost

purchasing principles.

TIME DIFFERENTIATED EXCHANGES
PLEASE DESCRIBE OCA WITNESS MIERZWA’S POSITION WITH RESPECT TO THE
COMPANY’S TIME DIFFERENTIATED EXCHANGE TRANSACTIONS.

Mr. Mierzwa believes that the Company’s three exchange transactions had an
adverse impact on PGC customers. He believes that these transactions required the Company
to purchase gas in a higher priced environment in order to effectuate the transactions.

DID THESE EXCHANGE TRANSACTIONS IN FACT REQUIRE THE COMPANY TO
PURCHASE GAS IN A HIGHER PRICED ENVIRONMENT?

No. I am not certain Mr. Mierzwa fully understands the manner in which these
transactions were effectuated.

WOULD YOU PLEASE DESCRIBE THESE EXCHANGE TRANSACTIONS IN MORE
DETAIL?

The three exchanges were considered “park” transactions. Various third-parties gave
gas to Equitable in one month and Equitable returned the gas during a later month. The
Company did not purchase this gas, nor did it incur any cost related to this gas. The
Company conducted its gas supply planning and purchase activity during those months as if
the park transactions never occurred. Mr. Mierzwa believes these park transactions adversely
impacted PGC customers by $3,548,200.

DID THE PARK TRANSACTIONS ADVERSELY IMPACT PGC CUSTOMERS?

No. Mr. Mierzwa believes that when the gas is returned to the third-party the
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Company must either withdraw additional gas from storage or purchase additional gas
supplies. This is not correct. He then attempts to place a value on the gas in each of the
months vsing the applicable NYMEX settlement price. Again, this type of analysis is simply
inaccurate, First of all, the NYMEX settlement price has nothing to do with the park
transaction other than to assess the appropriate fee to charge or to collect. Secondly, the
third-parties purchased the gas, not the Company. When it came time to return the gas, the
Company did so. The Company was simply holding the gas for the third-party for redelivery
later. Of course, the Company was paid a fee to hold the gas during that particular time
period. The Company did not withdraw additional gas from storage or purchase additional
gas supplies. It simply returned the gas that was received several months prior.

DID THE COMPANY INJECT THIS GAS INTO STORAGE OR USE IT TO MEET
CURRENT CUSTOMER REQUIREMENTS AS MR. MIERZWA CLAIMS?

No. The gas was parked on the system and held for the duration of the particular park
transaction. I have attached to my rebuttal testimony an exhibit identified as Schedule SCR-
2-R that summarizes the park transactions. Schedule SCR-2-R also identifies the
corresponding monthly no-notice imbalance positions.

WHAT IS THE SIGNIFICANCE OF THE MONTHLY NO-NOTICE IMBALANCE
POSITIONS IDENTIFIED IN SCHEDULE SCR-2-R?

I have identified in Schedule SCR-2-R the respective month-beginning imbalance
and month-ending imbalance positions for the Company’s no-notice service on Equitrans.
For example, during April 2005, the month-beginning imbalance position was a negative
218,742 dth. In other words, Equitable owed 218,742 dth to Equitrans. The month-ending
imbalance position was a positive 45,487 dth, i.e., Equitrans owed 45,487 dth to Equitable

Gas Company. The difference between the month-beginning imbalance and the month-
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ending imbalance was 264,229 dth. In summary, Equitable paid back to Equitrans the
218,742 dth that was owed at the beginning of the month and built a positive imbalance of
45,487 dth. This was accomplished primarily as a result of the park transaction for 200,000
dth. The significance of these monthly no-notice imbalance positions is to verify that the park
gas was not injected into storage or used to meet customer requirements as Mr. Mierzwa has
suggested. The park gas was banked on the interstate pipeline in the Company’s no-notice
service.

DID THE COMPANY OR PGC CUSTOMERS INCUR ANY ADDITIONAL FEES FROM
EQUITRANS FOR THESE PARK TRANSACTIONS?

No. The Company did not incur any additional fees as a result of these transactions.
WHAT OTHER CONCERNS DO YOU HAVE WITH MR. MIERZWA’S
RECOMMENDED ADJUSTMENT?

First of all, Mr. Mierzwa’s recommended adjustment is flawed because he assumes
that the Company purchases additional gas, at market prices, when the parked gas is
returned. I have explained previously that this does not happen, but let’s assume, for the sake
of argument, that the Company had to replace these supplies. It can do so by purchasing
additional supplies or withdrawing additional gas from storage. Mr. Mierzwa’s analysis does
not take into consideration the possibility of withdrawing additional gas from storage in licu
of purchasing additional supplies. Sgcondly, Mr. Mierzwa fails to consider the exchange fees
that were credited to the PGC customers as part of PBR Design No. 1.

HOW DOES MR. MIERZWA’S ANALYSIS CHANGE IF THE ASSUMPTION IS THAT
THE COMPANY WITHDRAWS GAS FROM STORAGE INSTEAD OF PURCHASING
ADDITIONAL SUPPLIES?

I have attached Equitable Schedule SCR-3-R that identifies the impact of
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withdrawing additional gas from storage instead of purchasing additional supplies, as
suggested by Mr. Mierzwa. The impact of this scenario reduces Mr. Mierzwa’s adjustment
from $3,548,220 to $998,530.

WOULD IT BE REASONABLE TO ASSUME THE COMPANY COULD MAKE
ADDITIONAL STORAGE WITHDRAWALS INSTEAD OF PURCHASING
ADDITIONAL SUPPLIES?

Yes, it would. As I explained earlier in my rebuttal testimony, the weather
experienced this past winter was warmer than normal and created a storage surplus. The
Company minimized its pipeline purchases all winter in an effort to withdraw as much
storage as possible.

WAS THE COMPANY ABLE TO WITHDRAW ALL OF ITS STORAGE?

No. The warm winter did not permit the Company to withdraw its storage inventory.
In fact, the Company was only able to withdraw approximately 75% of its storage inventory.
HOW DO THE EXCHANGE FEES IMPACT MR. MIERZWA’S ANALYSIS?

Mr. Mierzwa has failed to recognize the credit to the PGC as a result of these park
transactions. The fees realized from these transactions totalled $470,000. Therefore, even if
we were to accept his recommendation, his adjustment should be reduced from $3,548,200 to
$3,078,200 ($3,548,200 - $470,000). Furthermore, the analysis presented in Schedule SCR-
3-R indicates that the impact of using additional storage instead of purchasing additional
supplies would further reduce any adjustment to $528,530 after reflecting the $470,000 in
exchange fees. At most, the adjustment would be $528,530, not $3,548,200 as suggested by
Mr. Mierzwa.

WHAT DID THE COMMISSION, IN LAST YEAR’S PROCEEDING AT DOCKET NO.

R-00050272, CONCLUDE REGARDING EQUITABLE’S EXCHANGE

-18-



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

TRANSACTIONS?

Basically, the Commission adopted the ALJ’s recommendation and the OCA’s
position that Equitable had failed to adequately explain just how the parked gas is handled
(Page 23 of the Commission’s Opinion and Order, dated September 28, 2005). Schedule
SCR-2-R explains in detail exactly how the parked gas is handled. It is parked as an
imbalance in the Company’s no-notice service.

WILL THE COMPANY CONTINUE TO PERFORM THESE TRANSACTIONS IFIT
CONTINUES TO BE SECOND-GUESSED BY THE OCA?

The Company believes there are opportunities to provide significant benefits to the
PGC customers by efficiently utilizing the capacity portfolio and capitalizing on market
movements. Since Qctober 2003, the Company has provided credits to PGC customers
(related to PBR Design No. 1) of nearly $5 million. However, the continual second-guessing
by the OCA related to these transactions, €.g., exchange transactions, storage management
arrangements, off-system sales, is causing the Company to seriously reevaluate the risk /
reward associated with maximizing the portfolio’s value, especially when the OCA’s

position is another hindsight analysis.

CARRYING CHARGES ON DEFERRED STORAGE WITHDRAWALS
PLEASE SUMMARIZE THE COMPANY’S PROPOSAL REGARDING CARRYING
CHARGES ON DEFERRED STORAGE WITHDRAWALS?
The Company is proposing to recover in PGC rates the carrying charges associated
with deferred storage withdrawals or “rolling the storage inventory to a future period”. The
Company is only proposing to recover these costs if it can demonstrate that this action

provided benefits to PGC customers.
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WHAT ARE OCA WITNESS MIERZWA’S CONCERNS REGARDING THE
COMPANY’S PROPOSAL?

Mr. Mierzwa believes the Company’s current base rates include an allowance for the
recovery of storage inventory carrying charges. He believes the Company is selectively
adjusting one element of base rates while ignoring other items which may have increased
base rate margins which he maintains constitutes single issue ratemaking. Finally, he is
concerned that the Company’s proposal does not explain how these carrying charges will be
determined.

DO YOU BELIEVE THE COMPANY'’S CURRENT BASE RATES INCLUDE AN
ALLOWANCE FOR ALL STORAGE INVENTORY CARRYING CHARGES?

No, 1 do not, especially when one remembers that Equitable’s last base rate case was
almost ten years ago. The Company has changed its capacity portfolio dramatically since its
last base rate case by significantly increasing its contractual storage capacity. I discussed in
my direct testimony the Company’s capacity entitlements on Equitrans, effective April 1,
2006. The Company’s storage capacity has increased from 8,969,464 dth to 12,756,653 dth,
an increase of 3,787,189 dth. Furthermore, the Company’s acquisition of Dominion storage,
also discussed in detail in my direct testimony, occurred after the Company’s last base rate
case. The total Dominion storage is an additional 3,100,000 dth. In summary, the Company’s
recent acquisition of nearly 7,000,000 dth of new storage has more than doubled the storage
capacity which was in place during the last base rate case. There is no way the Company’s
current base rates include an allowance for these additional storage inventory carrying
charges.

DOES THE COMPANY’S PROPOSAL CONSTITUTE SINGLE ISSUE RATEMAKING

BY SELECTIVELY ADJUSTING ONE ELEMENT OF BASE RATES WHILE
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IGNORING OTHER ITEMS WHICH MAY HAVE INCREASED BASE RATE
MARGINS?

No. As I explained earlier, there is no element in the Company’s base rates that
compensates the Company for the additional carrying charges associated with the recently
acquired storage capacity. If the Company’s storage capacity had actually decreased since the
last base rate case and the Company made this proposal, I could understand Mr. Mierzwa’s
position. However, that is simply not the case.

PLEASE PROVIDE A NUMERICAL EXAMPLE INDICATING HOW THE COMPANY"’S
PROPOSAL WOULD BE STRUCTURED, INCLUDING HOW THE CARRYING
CHARGES WILL BE DETERMINED.

The Company is proposing to recover the carrying charges associated with rolling the
storage inventory as a purchased gas cost expense. These expenses would be identified on a
monthly basis and included as gas costs in the Company’s quarterly gas cost filings. The
carrying charges on these under-recovered purchased gas costs will be recovered quarterly
and the éhort-term cost of debt will be based on the monthly Morgan Stanley quote to
Equitable Resources, Inc., for commercial paper. | have included an exhibit identified as
Schedule SCR-4-R that provides a numerical example detailing the stl:ucture of the

Company’s proposal.

HEDGING PROPOSAL
WHAT CONCERNS DOES OTS WITNESS GRUBER HAVE REGARDING THE
COMPANY’S GAS SUPPLY HEDGING PROGRAM (“PROGRAM”)?
Mr. Gruber is concerned that the Company is secking pre-approval that its proposed

Program satisfies least cost procurement obligations. He is also concerned that the Company is

asking the OTS to waive its rights to examine the results of the Program and the underlying
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reasons behind the decisions made to hedge gas costs.
ARE YOU ASKING FOR SUCH APPROVALS?

No. Equitable is not seeking pre-approval that its proposed Program satisfies least cost
procurement obligations, nor is it asking the OTS to waive its rights to examine the results of the
Program and the underlying reasons behind the decisions made to hedge gas costs.

WHAT EXACTLY IS THE COMPANY ASKING FROM THE OTS?

The Company is asking the OTS, as well as the OCA and the OSBA, to recognize that
the Program is appropriate and the “hedging concept” is consistent with least cost purchasing
obligations. The OTS, and any other party for that matter, has the right to examine the results of
the Program and the reasons behind our hedging activity. In fact, the Program specifically states
“...Any gas cost increases and/or reductions that occur as a result of Equitable implementing this
Program will be recovered in the quarterly gas cost filings and are subject to review during the
annual 1307(f) proceedings (emphasis added)...” The Company is asking all of the parties to
support our entering into the Program as well as the administration of the Program. If the
Company adheres to the administration and management of the Program, as described, then the
gas purchase decisions that occur are considered to be consistent with least cost purchasing
obligations,

HAVE THE OCA AND OSBA PROVIDED RECOMMENDATIONS REGARDING THE
COMPANY’S HEDGING PROPOSAL?
Yes. The OCA and OSBA have recommended that the Company proceed with the

hedging program.

BTU CONTENT AND RETAINAGE FACTORS
DO YOU AGREE WITH NRG WITNESS MERRILL'S COMMENTS THAT THE

COMMISSION HAS NOT ENFORCED A RIGOROUS POLICY WITH RESPECT TO
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EQUITABLE’S TESTING AND VERIFYING BTU CONTENT AND THAT EQUITABLE
SHOULD HAVE TO VERIFY AND MANAGE ITS RETAINAGE FACTOR?

No. In fact, I believe it is just the opposite. The Commission requires the Company to
provide detailed information during the annual 1307(f) proceedings identifying the Btu content
associated with its various gas supply resources. The Company’s numerous gas chromatographs
are checked on a regular basis and calibrated according to industry specifications. In addition, the
Company provides detailed information regarding its lost and unaccounted for, or retainage,
statistics. I have attached to my rebuttal testimony an interrogatory response identified as OCA-
M1-25 that identifies for calendar year 2005, the applicable Btu content and retainage factors.
Based upon this data, the Company is proposing to keep the system average Btu content equal to
1.06 for assessing future transportation supply requirements.

DOES THAT CONCLUDE YOUR REBUTTAL TESTIMONY?

Yes, it does. However, there are several interrogatory responses outstanding from other

parties that I have not received. Therefore,.I reserve the right to file supplemental rebuttal

testimony once these responses are received.

23-



SCHEDULE SCR-1-R

Tolal Supply Accrued Thruput Company Use Unaccounted for Gas

YEAR Mcf [ MMblu {dih) Mel [ MMBl Mcf [ MMblu{dih) Mcf |  UFG %
2002 57.927.75% 60.918.656 55,006.625 57.843.895 206.927 312,248 2,624,207 4 50%
2003 58.121.112 61,546.047 54.739.143 57.821.294 272.382 288.425 3.108.588 540%
2004 59.183.339 82,240.651 54.863.684 57.684.742 283.264 247852 4.,046.391 6 80%
2005 53.818.017 §56.400.274 49.045.723 51,588,808 472.545 488,611 4,572,294 8 50%
2002 - 2005 228.860.227 241,106,539 213,655,174 225,054,640 1.325,118 1,397.137 13.878,935 6 06%
4-year average

2003 - 2005 170,832.460 180.1687.873 158.648.549 167.204.845 1.028.182 1.084.888 11.255.728 §58%

J-year average




Summary of 2005 Park Transactions

Delivered

to Equitable

Monthiy
Location Yolumes

Texas Eastem/ 200,000
Equitrans
nto No-Notice

Texas Eastern/ 300,000
Equitrans
o No-Notice

Texas Eastem/ 155,000
Equitrans
nto No-Notice

$150,000

$165,000

$155,000

No-Ngatice

Imbalance {Dth)

(218,742) month-beginning balance

45,487 month-ending balance
45,487 month-beginning balance
449,896 month-ending batance

536.828 month-beginning balance
673,038 manth-ending balance

SCHEDULE SCR-2-R

Returned

Na-Notice

imbalance {Dth)

417,161  month-beginmng balance
(343,778} month-ending balance

83,134 month-peginning balance
417,161  month-ending balance

417,161  month-beginning batance
(343,778) month-ending balance



SCHEDULE SCR-3-R

) {2} {3 4 5} (&) n {8}
(a-2) (4x 1) (6-2 Txn
Migrzwa
Dellvered Monthly NYMEX Returned NYMEX NYMEX Recommended Storsge Revised

io Equilable Molumes Sattle by_Equitabla Seflla Diffarence  Adjusimant Wacog  Dilferapcefl Adjusimant

Aprll 2005 200.000 57 323 Decernber 2005 11 180 $3 B57 5771400  $8 502 £1.478 $235.800
May 2005 300.000  §6 748 November 2005 $13832 $7 084 $2,125.200 SBSN2 $1764 $526.200
July 2005 155060 88 U476 Dacambar 2005 &1 180 $d 204 5651620 58502 $1526 $236,630

$3.548.220 $998.530

(8470,000) exchange fees

f1 assumes addilional sloraga withdrawals Inslead of purchasing additional supplies $528,530



SCHEDULE SCR-4-R

Calculation of Interest on Deferred Storage Withdrawals

Deferred Amount /1 Inferest Annual Month

Rate /2 Interest Interest
April $ 21,000,000 2.13% $ 447,300 $ 37,275
May 2.33% $ 489,300 $ 40,775
June 2.41% $ 506,100 $ 42,175
July 2.55% $ 535,500 $ 44,625
August 2.76% % 579,600 $ 48,300
September 3.00% $ 630,000 $ 52,500
QOctober 3.07% $ 644,700 $ 53,725
November $ 21,000,000 3.32% $ 697,200 $ 58,100
December $ 16,800,000 3.32% $ 557,760 $ 46,480
January $ 12,600,000 3.07% $ 386,820 $ 32,235
February $ 8,400,000 3.00% $ 252,000 $ 21,000
March $ 4,200,000 2.76% $ 115,820 $ 9660
Total Interest $ 486,850

1 deferred amouni assumes 3.5 Bef at wacog equal lo $6.00/dth starting April;
2.8 Bel November 30; 2.1 Bef December 31; 1.7 Bef January 31; 0.7 Bef February 28 and 0 Bef March 31
2f Interes! Rales reflect the Company's monthly average Short Term variable Borrowing rate




EQUITABLE GAS COMPANY
Response to Interrogatories of the
Office of Consumer Advocate

Docket No. R-00061295

Item: OCA-H-14

Respondent: Stephen C. Rafferty
Position: Vice-President, Utility Asset Management

By customer class, identify the extent to which customer meters are pressure and
temperature correcting. Also identify Equitable’s plans to install additional pressure and

Item: OCA-I-14
temperature correcting meters.
Response:

Please see the attached.

Active meters in the field that are Temperature and/or Pressure Compensated

as of 5/5/2006
Temerature and
Temperature Pressure
Compensated Compensated TOTAL
Residential 2,510 0 2,510
Commercial 6,032 668 6,700
TOTAL 8,542 668 9,210

Average number of residential meters changes per year {last 2 years) =

As residential meters are replaced they are being replaced with
temperature compensating meters

3,700
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Pocket No. R-00061265
Item 53.64(a)

Table of Contents

Sheet 1 of 2

EQUITABLE GAS COMPANY

Pennsylvania Public Utility Commission
52 Pa. Code §53.61, ct seq.
For the Twelve Months Ending September 30, 2007

Ttem 53.64(2)

Response:

Section

L, Part A

L,Part B

L,PartC

A Section 1307(f) gas utility may only voluntarily file a tariff reflecting an increase
or decrease in natural gas costs once a year in accordance with the schedule
established by the Commission, as published in the Pennsylvania Bulletin prior to the
first day of September of each preceding year . . .

See Ta'ble of Contents below designating the calculation of the Purchased Gas Cost
as well as the proposed tariff pages.
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EQUITABLE GAS COMPANY

Pennsylvania Public Utility Commission
52 Pa, Code §53.6], el seq.

For the Tvvg.lve Months Ending September 30, 2007

Item 53.64(a)

Response:

Section

I,PartC

L,PartD

A Section 1307(f) gas utility may only voluntarily file a tariff reflecting an increase
or decrease in natural gas costs once a year in accordance with the schedule
established by the Commission, as published in the Pennsylvania Bulletin prior to the
first day of September of each preceding year . . .

See Table of Contents below designating the calculation of the Purchased Gas Cost
as well as the proposed tariff pages.

Table of Contents (continued)

Sheet
Sumhmary of January & February 2008 Actnal Demand Costs 3
Summary of Esttmated PGC Sales and Supply Requirements
For the Period March 2006 through September 2006 4

. Summary of Estimated Purchased Gas Costs for the Period

March 2006 through September 2006 5
Summary of Estimated Firm Capacity Costs from Equitrans, Inc.
For the Period March 2006 through September 2006 6
Summary of Estimated Upstream Pipeline Firm Capacity and Producer
Demand Costs for the Period March 2006 through September 2006 7
Calculation of Actual Gas Cost Over/(Under) Collections
For the Period January 2005 through December 2005 '
Summary of Actual Purchased Gas Costs for the 12 Months
Ended December 2005 2
Summary of Actual Purchased Gas Demand Costs for the \
12 Months Ended December 2005 3
Summoary of Actual Storage Injections January 2005
Through December 2005 4

Proposed Tariff Sheets



4

Equitable Gas Company
Pennsylvania Division

Computation of Purchased Gas Costs for the

12 Months Ending September 2007

'C' - Cost of Gas for the 12 Months
Ending September 30, 2007

E' - Experienced Net Undercollection

'S' - Projected 1307(f) Sales

C Factor

E Factor

Proposed Purchased Gas Cost per Mcf

Current Purchased Gas Cost per Mcf

Total Decrease in Purchased Gas Cost
to be reflected in Tariff Rates

Part B; Sheet 2 of 8

Part A: Sheet 2 of 6

Part B; Sheet 1 of 8

Part A; Sheet 2 of 6

Docket No. R-00061295

[tem 53.64(a)
Section I, Part A
Sheet 1 of 6

Proposed
Purchased
Gas Cost

$255,558,994

($18,023,397)
24,249,100 Mcf
10.54 Mef

0.74 /Mcf
11.28 /Mecf

14.26 IMcf

($2.98) Mcf



Line
No.

Note:

Description

Actual Over/(Under) Collection for
the 12 Months Ending December 2005

Estimated Over/(Under} Collection for
the 9 Months Ending September 2006

‘E' Factor Over/(Under) Collections .
Supplier Refunds

Eliminate Exchange Transcations
Interest

Total Proposed E Factor

Projected 1307(f) Sales Throughput

E Factor Rate

Docket No. R-00061295
Item 53.64(a)
Section I, Part A

Sheet 2 of 6
Pennsylvania Division
Determination of E Factor
Sheet
Reference Armount
()

Part D; Sheet 1 of 4 (23,398,241)
Part C; Sheet 1 of 7 - 9,194,653
Part A; Sheet3 of 6 (2,748,457)
Part A; Sheet 4 of 6 0

See Note Below . 380,720
Part A; Sheet 5 of 6 (1,452,072)

$  (18,023,397)

24,249,100 Mcf

0.74 /Mcf

Consistent with the Commission's decision in Docket No. R-00050272, the Company has eliminated

exchange transaction revenue recovered

during 2004.



Docket No. R-00061295
Item 53.64(a)

Section I, Part A

Sheet 3 of 6

Pennsylvania Division

E Factor Over/(Under) Collection for the
18 Months Ending September 2007

Estimated Versus Aclual Recavery -Jan. 1, 2005 - Sept. 30,2005 Dollars
Actua) Volumes Sold - Mcf 16,514,503 0.27  4,458.916
Actual Velumes Sold - Mcf

Actual Volumes Sold - Mcf

Esiimarted Recoveries 4,503,031
Amount Due (44.115)

Estimated Versus Actual Migration Recovery -Jan. 1, 2005 - Sept. 30, 2005

Actual Migration

Estimated Migration -
Amount Due Customer [1]

Estimated Versus Actual (Reverse) Migralion -Jan. 1, 2003 - Sept. 30, 2005

Actual {Reverse) Migration

Estimated (Reverse) Migration -
Amount Due Customer L]

Estimated and Aclual Recovery - 12 Months Ending September 2005

Amount Due Company Per Commission Order
in Docket No. R-00050272 updated for the Company's (28,039,271)
10/1/05 Quarterly Gas Cost Filing

Estimated/Actual Volumes Sold - Mcf

October 1, 2005 - October 30, 2005 14,546 027 3,927
October 1, 2005 - December 2005 7,566,477 109 8247460

Estimated PGC Volumes Sold - Mef
January 2006 - September 2006 15,390,579 1.

1 17,083,542

Estimated/Actual Transporiation Migralion Volumes Sold - Mcf
October i, 2005 - December 31,2005
January 2006 - September 2006

Estimated/Aciual (Reverse) Migration Volumes Sold - Mcf

October 1, 2005 - December 31,2005
January 2006 - September 2006

Amount Due Company (2,704,342)

Total 'E’ Factor Over/(Under) Collection
1o be Included in Purchased Gas Costs {2,748,457)



Total Refund Amount - §

Docket No. R-00061295
Item 53.64(a)

Section I, Part A

Sheet 4 of 6

-Equitable Gas Company
Pennsylvania Division

Summary of Supplier Refunds Received

Total
Included in
PGC 2006

$

$0



Line No.

Description

1 January 2005
2 February
3 March

4 April

5 -May

6 June

7 July

§ August

9 September
10 October
11 November
12 December
13 Total 2005

Interim Period
14 January 2006
15 February
16 March
17 April
18 May
19 June
20 July
2] August
22 September
23 Total Interim

24 Total to be Included in PGC 2006

Docket No. R-00061295

Item 53.64(a)

Section I, Part A

Sheet 5 of 6
Equitable Gas Company
Pennsylvania Division
Calculation of Interest on Over/Under Collections
Actual Interest Interest
Over/(Under) .Time Interest Actual Included in Included in
Collection Period Rate Interest PGC 05 Interim Rate
(1) () 3 (4) (5) (6)
3 Years b b $
W)x2)x(3)

(4,521,447) 1.2500 6.00% {339,109 (339,109) 0
3,756,039 1.1667 6.00% 262,930 262,930 0
(2,459,208} 1.0834 6.00% (159,858) (159,858) 0
3,374,954 1.0000 6.00% 202,497 202,497 0
(1,992,000) 0.9167 6.00% (109,564) (109,564} 0
(7,220,806) 0.8334 6.00% (361,069) (361,069) 0
{5,998,956) 0.7500 6.00% (269,953) (269,953) 0
791,901 0.6667 6.00% 31,678 31,678 0
1,782,240 0.5834 6.00% 62,386 {29,072) 91,458
(411,265) 1.5000 6.00% (37,014) 0 (37,014)
(18,700,425) 1.4167 6.00%  (1,589,574) 0 (1,589,574)
_(6,899,330) 1.3334 6.00%  (551,974) 0 {551,974)
(38,498,304) (2,858,624) (771,520) (2,087,104)
(5,297,453) 1.2500 6.00% (397,309) - (397,309)
3,971,711 1.1667 6.00% 278,028 - 278,028
6,400,946 1.0834 6.00% 416,087 - 416,087
8,591,907 1.0000 6.00% 515,514 - 515,514
1,108,070 0.9167 6.00% 60,946 - 60,946
(1,376,008) 0.8334 6.00% (68,806) - (63,806)
(1,476,427) 0.7500 6.00% (66,439) - (66,439)
(1,499,770) 0.6667 6.00% (59,994) - {59,994)
(1,228,322) 0.5834 6.00% " (42,996) - (42,996)

9,194,653 635,031 635,031
(1,452,072)




Docket No. R-00061295
Item 53.64(a)
Section I, Part A

Sheet 6 of 6
Summary of Proposed Rates to become
Effective for Service Rendered on and after
October [, 2006
Current _ Proposed
- Total Current Proposed Proposed Total
Rates PGCRate PGC Rate PGC Decrease STAS Rates
ey 2 (3) (4) (5} (6)
S/Mcf $Mcf $/Mcf $/Mcf $/Mef $/Mcf
3)-(2) (1)+A)+(5)
Equitable Gas Company
Residential (Rate RS) .
‘All Usage 17.490 14.26 11.28 (2.98) 0.000 14.510
General Service Small {Rate GSS)
All Usage 17.167 14.26 11.28 (2.98) 0. 000 14.187
General Service Large {(Rate GSL)
All Usage 16.970 14.26 11.28 0.000 - 13.990

(a) Excludes meter charges.

(2.98)



Pennsylvania Division

Summary of Estimated PGC Sales and Supply Requirements
for the Period Qctober 2006 through September 2007

Line 2006 2007
No, Description October  November December - January February March Aprii May Iune July August__ September Total
(1 (2) (3 “ &3] )] . D 8) (6 I (1] () (12} (i3}
PGC Sales - Mcf .
| Residential 1,079,353 2,108,612 3,222,205 3,887,113 3,382,608 2,736,776 1,639,446 669,742 354,297 363,505 362,726 402,456 20,208,839
2 Smatl Commercial 135,978 226,576 342371 424,988 368,697 313,552 190,321 96,037 63,274 60,993 65,052 68.803 2,356,735
3 Smal! Industrial 628 1,080 1,606 1,979 1,739 1,428 903 443 305 270 165 367 10,953
4 Large Commercial 93,228 154,657 231,051 287,905 250,545 215,531 131,397 69,089 47,742 45,504 47784 50,895 1,625,328
5 Large Industrial 2,825 4,365 6,607 7,854 6,897 6,000 3,899 2,163 1,760 1,628 1,683 1,564 47,245
& Total PGC Sales 1,312,005 2,495,290 3,803,840 4609839 4010486 3,273,287 1,965,966 837474 467,378 471,900 477610 524,025 24,249,100
Company Use 4,396 8,361 12,746 15,446 13,438 10,968 6,587 2,806 1,566 1,581 1,600 1,756 81251
7 UFG 69,284 131,771 200,873 243436 211,785 172,856 103,819 44,225 24 631 24,920 25,222 27,673 1,280,545
8 Total Demand - Mcf 1,385,685 2635422 4017459 4,868,721 4235709 3457,t11 2,076,372 , 884,505 493,623 498 401 504,432 553,454 25,610,8%6
9 BTU Conversion | 060 1.060 1.060 1.060 1.060 1.060 1.060 1.060 1.060 1.060 1.060 1.060 -
10 Total Demand - Dthe 1,468,826 2,793,547 4258507 5,160,844 4489852 3664538 2,200,954 937,575 523,243 528,305 534,698 586,661 27,147,550
hnn=o g
. % n o
Supply for Immediate ® 8 3 8
Consumption - Gth . =T
] Southwest 631,826 33,547 -21,507 23,344 83,852 27,538 1,390,954 100,575 13,243 1,305 7,698 76,661 2,412,550 : i : :FZ‘
12 Appalachian - Direct 209,250 202,500 209,250 209,250 189,000 209,250 202,500 209,250 127,500 131,750 131,750 127,500 2,158,750 = :'U =
13 Appalachian - Transport 627,150 607,500 627,750 627,350 567,000 627,750 807,500 627,750 382,500 395,250 395,250 382,500 6,476,250 *® = 3
14 DOM Storage Withdraw: "0 T 250,000 600,000 1,000,000 750,000 500,000 0 0 0 0 0 0 3,100,000 A~ g
15 EQT Storage Withdrawal Q0 1,700,000 2,800,000 3,300,000 2,500,000 2,300,000 0 0 0 0 0 0 13,000,000 = ;
16 Total _1,468,826 2793547 4258507 5,160,844 4489852 3664,538 2200954 937,575 523,243 528.305 534,698 586,661 27147550 &
‘ s
—
I
&



Pennsylvania Division

Sutrumary of Estimnated Purchased Gas Costs
fon Ve Peried Qoo 2006 tnwoph Sepreimioer 2007

Line 2006 - 2007 .
No. Descriplion October November  Decemnber January Febmary Marsch April May June Jutly August Sepleinber Tatal
(n @) (3) 4 (5) ) @] [63] 9) (19) an 12) (13}
Purchasas
Soullwost '
1 Quantity - Dth 631,826 33,547 21,507 23,844 83,852 27,533 1,390,954 100,575 13,243 1,305 7,698 76,661 2,412,550
2 Rale-E8Dth 7.46 8.69 9.82 10.5¢ 10.5% 10.37 8.52 8.12 8319 847 8.55 8.58
3 Cosi-% 4,715,126 291,52t 211,129 252,427 388,174 285,696 1),854,527 836,962 111,092 11,056 65,822 657,798 20,181,330
Appalachian - Eract
4 Quantity - Dth 269,259 202,500 209,250 209,250 189,000 209,250 202,500 209,250 127,500 131,750 138,750 127,500 2,158,750
5  Rale- $Dih ) 6.93 £.03 9.04 9.73 9,74 9.54 1.88 1.70 1.76 7.84 1.51 7.94
6 Cost-§ 1,450,887 1,626,834  1B92.405° 2,036,787 1,840,624 1,997,030 1,596,459 1,612,010 989.878 1,032,755 1,041,978 1,011,808 18,129,455
Appalachlar - Transport
7 Quantity - Dth 627,750 607,500 627,750 627,750 567,000 627,750 607,500 627,750 382,500 395,250 395,250 382,500 6,476,250
8  Ratc- $/Dth 7.28 8.42 9.47 16.19 10.19 9.99 8.26 8.08 8.14 8,22 8.29 832
9 Cost-¥ 4,567,328 5114424 5943772 6393889 5,778,072 6269944 5019720 5,069,632 3,312,872 3247440 1276191 3,181,240 56,974,532
Dominion Storage Withdrawals -
10 Quantity - Dth 250,000 600,000 1,000,000 750,000 500,000 1,100,000
1] Rale-$/Dth 6.79 6.79 6.79 6.7% 6.79
12 Cost-§' 1,696,325 4071180  6,785300 5088975 3,392,650 21,034,430
13 Totel Purchase Cost - § 10,733,341 8,729,104 12,118,486 15468403 13,595,845 11,945,320 1B470,715 7,518,604  4213,842 4291251 43813991 4,850,846 106,319,747
Plys: EQT Stacags Withdeawals )
14 Quantity - Dtk 1,700,000 2,800,000 3,300,000 2,900,000 2,300,000 13,000,000
IS ° Raie-STHh ) 7.0493 7.0493 7.0493 7.0493 7.0493
16 Cost-§ 0 11983810 15,738,040 23,262,690 20,442,970 16,213,390 91,640,000

‘Total Commeodity Cost for :
17 lmmediaie Consumption - § 10,733,341 20,712,914  31.856,526 38,731,093 34038815 28158710 18470715 7.518,604 4,213,842 4,291,251 4383991 4850846 207,960,647

nNnn=g

T35

o = 5 jal

Ofher Purchased Gas Casts - § ) ~ 3 a5

18 Upstream Demand Costs 1,529,534 1,838,062 1,838,062  1.B38.062 1838062 1.83B062 1,529,534 1,529,534 1,529,534  1.529534 1529534 1,529,534 19,897,048 ‘g‘ 2w ;
15 Equittans Demand Costs 3,1i7,57t - 3,920,898 3,920,898 30520808 3920898 3920858 3,117,571 3,117,571 3,017,571 3117571 3 117,570 3,117,571 41,427 487 e A
20 Total Other Costs - § 4,642,105 5758960 5,758960 3,758,960 5,758,960 5758960 4,647,105 4,647,105 4,647,105 4,647,105  4.647,105 4647105 61,324,515 o 3
21 Total Purchnsed Gas Costs - § 15380446 26471874 37.615486 44490053 39.797.773 33917670 23,117,820 12,165709  8,860.947 8933356 9,031,096 9497951 269285182 ;‘-' E’
e

LESS: |c

22 Copacity Release/Standby Credits - $ 339,683 537,700 471519 514,055 879,204 B65,949 B47.81 455,084 85,292 360,220 356,138 398 984 8,276,858 g
23 Balun:ing Credits 434,266 707,981 1,015,565 1,266,381 1,137,671 95{,122 578,550 345777 205,845 216,891 252,187 304,503 7.409,530 E:s
[ d
b

w

24 14,556,490 25,226,193 36127402 42,609,637  37,680,89% 33'301,599 21893459 11350848 8269810 8361424 8422765 B.798.467 255508 994



Line

Pennsylvan:a Division

Summary of Estimated £irm Capacity Cosis on Equittans Inc.
for the Period October 2006 shraugh September 2067

nu

WG WUy .
No. Description October November _December Jenvary February Macch Apiil May June July August Seplember Toal
2] 2 3 ) (5 (6} (U] @ &)} [10} {n in 113}
FT'S Demand - Non.Storege .
1 Demand Determinonl - Dth 191,000 191,000 191,000 191,000 191,000 191,000 191,000 193,000 191,000 191,000 191,000 191,000 2,152,000
2 Domand Rate - $Mh 5.5108 6.2535 6.2535 6.2535 6.2535 6.2535 55103 5.5105 5.5105 5.510% 5.510% 55108 -
3} Demand Cost-§ 1052506 1,194,415 1,194,419 1,194419 1,194,419 1194419 052506 1,052,506 1,052,506 1,052,506 1052506  1,052506 13,339,637
FTS Demand - NOFT
4 Demand Determinant - Dth 79,545 79,545 79,545 79,545 79,545 79,545 79,545 79,545 79,545 19,5438 79545 79,545 954,540
$ [emand Rate - $/Dth 8.8157 9.5587 9.5587 5.5587 9.5587 95587 88157 B 8|57 8.3157 8.8157 £.8157 B4)57 -
6 Demand Cost-§ 701,245 760,347 760,347 760,347 760,347 760,347 701 245 701,245 701,245 701,245 701,245 701,245 8,710,450
FT3Domamd - Stotage
T [emand Determinanl - Bth 21,401 40,000 40,000 40,000 40,000 40,000 21,401 21,401 21,404 21,401 2140l 21,40} 148,807
3 Demand Rate - Db 5.5105 6.2535 6.2535 5.2535 62535 62535 5.510% 3.5105 55105 5.5105 55108 5.510%
2 DPemand Cost- 5 117,930 250,140 250,140 250,140 250,140 250,140 117,930 117.930 117,930 117,930 117,930 117,930 2076210
10 Demand Determinant - Dth B2,130 147,545 147,546 141,546 147,546 147,546 82,130 32,130 82,130 82,130 82,130 82,130 1.312,640
11 Demand Rute - $T0h 5.5105 6.253% 6.2535 6.2535 52535 62535 5.5105 5.5105 5.5108 5.5108 5.5108 5,5108
12 Demand Cost- 5 452,577 922,679 922,679 922,679 922,679 922,679 452,571 452,577 452,577 452,577 452,577 452,577 7,781,434
Storage Damend
13 Capacity Determinam - Dth 40,000 40,000 4¢,000 40,000 40,000 40,000 40,606 40,000 40,000 40,000 40,000 40,000 480,000
14 Capacity Rate - $/Dth 1.8285 1.8289 1.8289 1.8259 1.8289 4.8289 1.8289 1.8289 1.8289 1.8289 1.8289 1.8289 -
I5 Capacity Cost-§ 73,156 73,155 73,156 73,156 73,156 73156 73,156 73,156 71,156 73,156 13,156 11,156 577,872
16 Space Determinant - thh 4,181,818 4181318 4,181,818 4,181,818 4,181,818 481,818 4181818  4,181818 4,1B1BI8 4,181,618 418L818 418,818 50,181,816
17 Spate Rate - $/Dth 00353 00153 00353 0.0353 0.0353 00353 0.0353 0.0353 0.0353 0.6353 0.015) 0.0353 -
18 Space Cost-$ 147,618 147618 147,618 147,618 147618 147,618 147,618 147,618 147,618 147,618 1471618 147,618 1,771,416
eezo
Paaking Slorage 2 3 g2
19 Cupacity Determinant - [th 147546 147546 147,546 147,544 147,546 147,546 147,546 147,546 147,546 147,546 147,546 147,546 1,770,532 -8 N
20 Capacity Rate - $/Dth 1.8289 1.8289 1.8259 1.8289 1.5289 1.8289 1.8289 1.8289 18189 1.8389 1.8289 1.828% :’ ,"_’, :‘\ ;
2] Capacity Cost-$ 269,847 269,847 269,847 269,847 269,847 269,847 269,847, 269,847 269,347 269,847 269,847 269,847 3,238,564 -;- p = 5‘
3K
22 Space Determirant - Dth 8,574,835  B.574,835  8,574.815 8,574,835  8,574,83F  £,574.835 8574835 8574835  B574.8)5 8374835  B,3574.835 8,574,815 102,898,020 i=-g
2} Space Rate - $/Dth $.0153 0.0353 0.0353 £.0353 00333 00353 6.0353 0.0353 0.0353 0.035) 0.0353 0.035) w ;
24 Space Cost- § 302,692 302,502 302692 362,592 192,692 302,692 302,692 302,692 302,692 302,692 102,692 302,692 3612304 g
15 Tow! Storage Demand Cost 793,313 793,313 793,313 791,313 793,313 793.313 793,311 793,313 793313 793,313 793313 795,313 9,515,756 2
. (=)
16 Tolal Equitrans Demand Casts IL757) 3920898 3920858 3520898 3520,898 3,920,898 3,117,570 31ITST I1ITSTL J 175N 3T 111751 4] 427487 Q
. th



Peansylvanig Division
Surmary of Evimated Upstitan, Dipeline Finm Capecivy sl Produess Devvand Coss
for the Period October 2006 through Septeinber 2007
Line 2006 2007
No. Dascription October  November  December January February March April May June July August Septeinber Total
(1} (2} &} ) {5 6) O] 8) %} (10} {n (11 (3
Texas Eagtery Teangmission Corp
| Demand Detenninant - Dth 109,207 199,207 109,207 105,207 109,207 109,207 109,207 109,207 109,207 109,207 109,207 109,207 £,310484
2 Demond Rate - 3/Dth 12.1528 12.1528 12,1528 12,1528 12,1528 12.1528 12.1528 12.1528 12.1528 121528 12,1528 121528
3 Demand Cost-3 LRI L3707 132717 1.2 132711 1327311 1,327,171 L 132707 1,327,171 L3271 1,327,171 15,926,052
Dotninion Transmission
4  Deomand Determinant - Dth 6,875 62,000 52,000 62,000 62,600 42.000 6875 6875 6,875 6,875 6,815 6,875 358,125
5 Demand Rate - $/Dth 1.5560 4.4230 4.4230 44230 44230 4.4230 14560 1.5560 1.5560 1.5560 1.5560 1.5560
6 Demand Cost - § 10,698 274;226 274,226 274,226 274,226 274,226 10,698 10,598 10,698 10,698 10,698 10,698 1,446,016
DRominion Transmission
Siorage Dernand (G35
7 Capacity Detenninant - Dth 62,000 62,000 62,000 62,000 62,000 62,000 62,000 62,000 62,000 62,000 62000 62,000 744,000
8 Capacity Rate - $Dih 1.8825 1.8825 1.8825 1.8825 1.8825 1.3825 1.8825 1.8825 i.8825 1.8825 1.88325 1.8825
% Capacity Cost - § 116,715 116,715 £16,715 116,715 116,715 116,715 116,715 116,715 116,715 116,715 16,715 116,715 1,400,580
10 Space Determinant - Dth 3,100,000 3,100,000 3,100,000 3,100,000 3,100,000 3,100,000 3,100,000 3,100,000  3,100000 3,100,000 3,100,000 3,100,000 37,200,000
Il Space Rate - $Dth 0.0145 0.0145 0.0145 0.0145 0.0[45 0.0i45 0.0145 0.0145 0.0145 .0145 0.0145 0.0145
12 Spoce Cost-$ 44,950 44,950 44,950 44,950 44,959 44,950 44,950¢ 44,950 44,950 14,950 44 950 44,950 539,400
13 Producer Damand 30,000 73000 ' 75000 15,000 15,000 25000 30,000 30.000 30,000 30,000 H.000 30,000 585,000
14 Total Upstream Demand Costs 1,529,534 1,838,062 1,838,062 1,838,062 1,838,062 1,838,062 1,528,534 1,529,534 1.529.534 1,529,534 1,529,534 1,529,534 19,897,048

8 Jo ¥ 19yS

g 14ed T 109G

(z) +9°¢S WAy

S6TT9000-Y 42qUNN 13330



Pennsylvania Division

Summary of Estimated 2006 Storage Injections on Equitrans, Inc.

2006
April - May June Juiy August September October Total
(0 2) 3 4 (5) (6} (N ®
Beginning Balance -
1 Purchases - Dth 2,500,000 4,000,000 5,500,000 7,000,000 8,500,000 10,000,000 11,500,000
2 Total Cost-$ 23,690,750 32,559,950 41,749,025 51,235,475 61,025,975 71,048,975 81,240,425
Southwest Purchases )
3 Purchases - Dth 1,500,000 1,500,000 1,500,000 1,500,000 1,500,000 1,500,000 1,500,000 10,500,000
4 Total Costs 8,869,200 9,189,075 9,486,450 9,790,500 10,023,000 . 10,191,450 10,400,625 67,950,300
Withdrawals
5 Purchases - Dth 0 0 0 0 Q 0 0 Q
6 Total Cost- 3 0 0 0 0- 0 0 0 0
Ending Balance g gi -
7 Purchases - Dth 4,000,000 5,500,000 7,600,000 8,500,000 10,000,000 11,500,000 13,000,000 o o g
8 Total Cost-$ 32,559,950 41,749,025 51,235,475 61,025,975 71,048,975 81,240,425 91,641,050 -~ & wn
9 Average Cost - $/Dth 8.140 7.591 7319 7.180 7.105 7.064 7.0493 piliad g
-ty ‘:'U I
Q0 IV /;’\
1 N
=]

S6T19000Y 12quny 1330



Penosylvania Divisian

Summary of Estimated 2006 Storage [njections on Dominion Transmission

2006
April May June July August September QOctober Total
(H @ 3) 4 (5) (6} M ®
Beglnning Balance .
| Purchases - Dth 0 450,000 900,000 1,350,000 1,800,000 2,250,000 2,700,000
2 Total Cost-§ 0 2,797,064 5,693,149 8,681,240 11,764,400 14,920,043 18,124,062
Southwest Purchases
3 Purchases- Dth 450,000 450,000 450,000 450,000 450,000 450,000 400,000 3,100,000
4 Total Costs 2,797,064 2,896,085 2,988,091 3,083,160 3,155,643 3,204,019 2,910,284 21,034,346
Withdrawals g a g 8
5 Purchases - Dth 0 0 0 . 0 0 0 0 0 ~ 3 AR
6 Total Cost-$ 0 0 0 0 0 0 0 0 A e
S
ey L —
Ending Balance . oo 5
7 Purchases - Dth 450,000 900,000 1,350,000 1,800,000 2,250,000 2,700,000 3,100,000 A~ g
8 Total Cost -3 2,797,064 3,693,149 8,681,240 11,764,400 14,920,043 18,124,062 21,034,346 = e
9 Average Cost - $/Dth 6.22 6.33 6.43 6.54 6.63 6.71 6.785 &
' S
=
H
9
o
h



Pennsylvania Division

Summary of Estimated 2007 Storage Injections on Equitrans, Inc.

2007
April May June July August September October Total
() () (3 ) (5) (6) M (8)
Beginning Balance .
1 Purchases - Dth ] 1,875,000 3,750,000 5,625,000 7,500,000 9,375,000 11,250,000
2 Total Cost - § 0 14,782,031 29,226,563 43,783,594 58,481,250 73,310,136 88,189,688 '
Southwest Purchases ] R ’ .
3 Purchases - Dth 1,875,000 1,875,000 1,875,000 1,875,000 1,875,000 -1,875,000 1,750,000 13,000,000
4 Tolal Costs 14,782,031 14,444,531 14,557,031 14,697,656 14,828,906 14,879,531 13,887,563 102,077,250
Withdrawats
5 Purchases - Dth ¢ ) ¢ 1] 0 0 D 0 ? gﬁ =
6 Total Cost-$ 0 0 0 0 0 0 0 0 & S g
Ending Balance ': E_‘ W
7 Purchases - Dth 1,875,000 3,750,000 5,625,000 7,500,000 9,375,000 11,250,000 13,000,000 = T
8 Total Cost-3 14,782,031 29,226,563 43,783,594 58,481,250 73,310,156 28,189,688 102,077,250 X 'y
9 Average Cost - $/Dth 7.8838 7.7938 7.7838 77975 - 78198 7.8391 7.8521 'é ~

$6719000-Y Iquiny 12320



Pennsylvania Division

Summary of Estimated 2007 Storage Injections on Dominion Trangmission

: 2007
April May June July August September October Total
n 2 (3 . 4)- (5 (®) ) (8)
Beginning Balance
1 Purchases - Dth 0 450,000 900,000 1,350,000 1,800,000 2,250,000 2,700,000
2 Total Cost-§ 0 3,718,318 7,352,463 11,014,665 14,711,540 18,441,949 22,184,584
Southwest Purchases .
"3 Purchases - Dth 450,000 450,000 450,000 450,000 450,000 450,000 400,000 3,100,000
4 Total Costs 3,718,318 3,634,145 3,662,203 3,697,275 3,730,009 3,742,615 3,326,787 25,511,370
Withdrawals
5 Purchases - Dth 0 0 it 0 0 0 0 0 g g) =
6 Total Cost-$ 0 0 0 0 0 0 0 0 & o g
. -~ g' th
Ending Balance gc — :
7 Purchases - Dth 450,000 200,000 1,350,000 1,800,000 2,250,000 2,700,000 3,100,000 e “'__U &
8 Total Cost-3 3,718,318 7,352,463 11,014,665 14,711,940 18,441,949 22,184,584 25,511,370 R oo
9 Average Cost - 3/Dth 8.26 8.17 8.16 8.17 8.20 8.22 8.230 é ~

C6TT19000-Y 1quny 19)20(]
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Pennsylvania Division

Development of Estimated Purchased Gas Cost
Over/Under Collection for the Pennsylvania Division
For the 9 Months Ending September 20035

Line - PGC Purchased Qver/(Under)
No. Description Sales PGC Rate PGC Revenue Gas Cost Collection
(H - (@) 3 4) (5}
Mecf $/Mcf 3 $ $
(Hx(2) (3)-4)

INTERIM PERIOD

| January2006*  (94328) 1263  (1,191,363)
January 2006 * 3,509,083  13.1S 46,144,447

Total January 44,953,084 50,250,537  (5,297,453)
2 February * 3,863,855 13.15 50,809,696 46,8_37,985 3,971,711
3  March 3,273,287 13.15 43,043,724 16,642,778 6,400,946
4 April 1,965,966 13.15 25,852,453 17,260,546 8,591,907
5 May 837,474 13.15 11,012,783 9,904,713 [,108,070
6 June 467,378 13.15 6,146,021 7,522,029  (1,376,008)
7 July 471,900  13.15 6,205,485 7,681,912  (1,476,427)
8 August 477,610 13.15 6,280,572 7,780,342  (1,499,770)

9 September 524,025 13.15 6,890,929 8,119,251 (1,228,322) gﬂ_ gl g -}

2 &5 8

¢ = P

—8ge

10 Total 15,296,251 246,147,831 192,000,094 9,194,653 o — : Z

. LRI AVT R =l g

- ~—
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Docket No. R-00061295
Item 53.64(a)

Section I, Part C

Sheet 2 of 7

Equitable Gas Company
Pennsylvania Division

Summary of January and February 2006 Actual Purchased Gas Costs
(Total Costs)

12 Total 1307(f) Gas Cost

Line
No. Description January February
1) (2}
COMMODITY
Appalachian Purchases )
1 Purchases - Dth 822,614 1,006,219
2 Appalachian Cost 11,642,259 8,274,585
Upstream Pipeline Supply
3 Purchases - Dth 2,061,342 1,457,686
4 Total Cost 27,182,478 17,238,881
5 Cash In 2,093 849,510
6 Storage Withdrawals - Dth 942,054 1,756,154
7 Storage Withdrawal Costs 8,575,649 16,239,687
8 Total Commodity Cost of Gas 47 402,479 42,702,663
Other Purchased Gas Costs
9 Dernan_d 5,499,468 5,525,085
10 Total Current Month Gas Cost 52,901,947 48,227,748
11 Less Credits to PGC 2,651,410 - 1,389,764
50,250,537 46,837,985




Docket No. R-00061295
Item 53.64(2)

Section I, Part C

Sheet 3 of 7

Equitable Gas Company
Pennsylvania Division

Summary of January and February 2006 Actual Demand Costs

Line
No. Description January February
M )
Equitrans FTS - Storage Demand
1 Winter ‘ :
2 Summer 2,100,797 2,101,614
3 Total 2,100,797 2,101,614
Equitrans FTS - Non Storage Demand
4  Winter
5 Summer 1,444,559 1,444,559
& Total : 1,444,559 1,444,559
Equitrans Storage Demand
7 Daily Capacity 421,241 421,241
8 Space 316,622 316,622
9  Total 737,863 737,863
Texas Eastern DEMAND
10 Total 1,327,173 1,318,874
Producer DEMAND
11 Total 0 0
CIPCO DEMAND
12 Total
Dorninion DEMAND
13 Total 435,891 435,891
14 Less Capacity Release 546,815 513,7‘16

15 Total Demand Costs 5,499,468 5,525,085




Pennsylvania Division

Surﬁmary of Estimated PGC Sales and Supply Requirements
for the Period March 2006 through September 2006

Line
No. Description March April May Jung July August  September  Total
(1 @ G @ (5) ©) ) (&)
PGC Sales - Mcf )
1 Residential 2,736,776 1,639,446 669,742 354,297 363,505 362,726 402,456 6,528,948
2 Small Commercial 313,552 190,321 96,037 63,274 60,993 65,152 68,803 858,132
3 Small Industrial 1,428 903 443 - 305 270 265 307 3,921
4 Large Commercial 213,531 131,397 69,089 47,742 45,504 47,784 50,895 607,942
5 Large Industrial . 6,000 3,899 . 2,163 1,760 1,628 1,683 1,564 18,697
6 Total PGC Sales 3,273,287 1,965,966 837,474 467,378 471,900 477,610 524,025 8,017,640
7 Company Use 7,149 7,149 3,209 1,811 1,826 1,831 2,433 25,411
8 UFG 172,655 103,848 44,246 24,694 24,933 25,234 27,708 423,318
Total Demand - Mcf 3,453,091 2,076,963 884,929 493,883 498,662 504,675 554,166 8,466,369
9 BTU Conversion 1.060 1.060 1.060 1.060 1.060 1.060 1.060
10 Total Demand - Dth 3,660,276 2,201,581 938,025 523,516 528,582 534,956 587,416 8,974,151 g_J gj. ',g‘ g
-
Total Supply for Immediate ; g & o
Consumption e =~ o Z
11 Southwest 1,216,706 1,658,011 376,336 0 0 0 0 3251053 i o B E
12 Appalachian - Direct 21,000 21,000 21,700 21,000 21,700 21,700 21,000 149,100 Ry E_
13 Appalachian - Transport 522,570 522,570 539,989 502,516 506,882 513,256 566,416 3,674,198 A~ &
14 DOM Storage Withdrawals V 0 0 0 0 0 0 0 0 R
15 EQT Storage Withdrawals 1,900,000 0 0 0 0 0 0 1,900,000 =
16 Total 3,660,276 2,201,581 938,025 523,516 528,582 534,956 587416 8,974,351 g
.
()
-]
th



Equitable Gas Company
Peansylvania Division

Summary of Estimated Purchased Gas Costs for the
for the Period March 2006 through September 20046

Line . -
Np.  Dascription March April May June July August  September Total
i) [63] ) ] ) (©) ) )
Purchases
Scuthwest
i Guantity - th 1,216,706 1,658,011 376,336 0 0 0 0 3251053
2 Rae-$/Dth B.12 6.32 6.56 6,79 7.02 719 7.32
3 Cost-% 9.874,130 10,477,187 2470486 0 0 ¢ -0 22 821,807
Appalachian - Direct
4 Quantity - Dils 21,000 21,000 20,700 ¢ 21,000 24,700 21,700 21,000 149,100
5  Rale- 5Dt 749 591 6.13 6.32 6.53 6.68 6.79
6 Cost-$ 157,370 124,168 132,935 132,810 141,636 144,999 142.680 976,599
Appelachian - Transport
7 Quantity - Dth 522,570 522,570 539,988 502,516 506,882 513,256 566416  3.674,198
2 Rale-3Dth 7.88 6.22 6.44 6.54 G.85 7.01 .12 .
9  Cost-$ 4,116,768 3,243,138 3475231 3,336,808 3472883 3599224 4,032906 25,281 958
Equitrans Slorage Withdrawals N
10 Quantity - Dih 1,900,000 1,900,000
It Rate - $/Dth -9.48
12 Cost- 3% 18,004 970 0 [ ] 2} 0 4 18004 970
Dominton Slarage Wilkdrawals
13 Quantity - Dy 0 0
14  Rate- $/Dth 8.84
15 Cost-% 0 [ 0 4] 0 -0 i} 0
Tatal Commeodity Cost for '
16 Linmediate Consumption - § 32,153,238 13,849,494 6,078,652 3,469.618 3614519 3744223 4175586 67,085,330
Cther Purchased Gas Cosls - $ B i
- 1% Upstreamn Demand Cosls 1,838,062 1,529,534 1,529,534 1,529,534 1,529,534 1,529,534 ),529,534 11,015,266
18 Equittans Demand Costs 4278223 3,117,571 3,117,571 3,117,571 3 117,571 3,117,511 3,112,571 22 983,650
19  ‘Total Qther Cosis 5116285 4647105 4,647,105 4647105 4,647,105 4.647,105 4647105 33998916
Total Purchased Gas Costs W g’: - !
20 {or Immediate Consumption 38,269,523 18,496,599 10,725.757 8116723 8261624 8391328 82822691 101,084,246 E o g H
R
LESS: : S = : 2
21 Capacity Release/Standby Credits 676,624 659,503 A75,267 488,849 363,021 358,789 402,937 3.324.889 = :U - =
22 Balancing Credits 956,122 576.550 345,777 105,845 248,691 252,197 300,503 2,847,085 =3 ?L - E_
St
~
21 Total 1307(f) Gas Costs 36,642,778 17,260,546 9504713 7522029 7681912 7780342 8119251 94911572 ip ;,
= .
g
Lol
b
-
th



Pennsylvania Division

Summary of Estimated Firm Capacity Costs from Equitrans, Inc.
for the Period March 2006 throbgh September 2006

Line
Na, Descriplion March April May June July Aupust  September Total
(1} (2) (3} 1G] (5} (6} (7 (8) -
FTS Demand - Non-Slorage . )
1 Demand Determinant - Dih 191,000 191,000 191,000 191,000 191,000 191,000 191,000 1,337,000
2 Demand Rate - $/Dth 6.2533 5.5105 5.5105 5.5108 5.5105 5.5108 5.510%
3 Demand Cost- $ 1,194,419 1,052,506 1,052,506 1,052,306 1.052,506 1,052,506 1,052,506 7,509,452
FTS Demand - NOFT ’ 0
4 Demand Determinant - Dth 94,742 79,545 79,545 79,545 79,545 79,545 79,545 572,012
5 Demand Rate - $/Dth 9.5587 8.8157 8.8157 8.8157 B.8157 38157 8.8157
6 Demand Cost-$ 205,610 701,245 701,245 701,245 701,245 701,245 701,245 . 5,113,079
FTS Demand - Slorage
Base Load Services
7 Demand Determinant - Dth 40,000 21,401 21,401 21,401 21,401 21,401 21,401 168,406
8 Demand Rate - $/Dth 6.2535 5.5105 5.5105 5.5105 5.5105 5.5105 5.5105
9 Demand Cost- $ 250,140 117,930 117,930 117,930 117,930 i17,930 117,930 957,721
Peaking Services
10 Demand Determinant - Dth 190,324 82,130 82,130 82,130 B2,130 82,130 82,130 683,104
11 Demand Rate - $/Dth 6.2535 5.5105 5.5105 5.5105 5.5105 55105 5.5105
12 Demand Cost- 3 1,190,191 452,577 452,577 452,577 452,517 452,577 452,577 3905655
Storage Demand
Base Load Services .
13 Capacity Determinant - Dth 40,000 40,000 40,000 40,000 40,000 40,000 40,000 280,000
14 Capacity Rate - $/Dth 1,8289 1.8289 1.8289 1.8289 1.8289 1.8289 1.8289
15 Capacity Cost - $ . 73,156 73,156 73,156 73,156 73,156 13,156 73,156 512,092
16 Space Determinant - Dth 4,181,818 4,181,818 4,181,818 4,181,818 4,181,818 4,181,818 4,181,818 29272726
17 Space Rate - $/Dth 0.0353 0.0353 0.0353 0.0353 0.0353 0.0333 0.0353
18 SpaceCost-3 147,618 147618 147,618 147,618 147,618 147618 147,518 1,033 327
Peaking Services .
19 Capacity Determinant - Dth 190325 147,546 147,546 147,546 147,546 147,546 147,546 1,075,601 ‘# g’i jrulil o
20 Capacity Rate - $/Dth 18280 1.8289  1.8289 1.8289  1.8289 18289  1.8289 €288
21 Capacity Cost - § 348,085 269,847 269,847 269,847 269,847 269,847 269,847 1,967,167 ; E‘ g} E
22 Space Determinant - Dth 4787646 8574835 8574835 B,5T4835 B8,574835 8,574.835 BST4E3S 56236656 =4 : o Z
23 Spage Rate - $/Dth 0.0353 0.0353 0.0353 0,0353 . 00353 0,0353 00353 Ry 3
24 Space Cost- § 169,004 302,692 302,692 302,692 302,692 302,692 302692 1,985,156 A-F
25 Total Storage Demand Cost - § . 737,863 793,313 793,313 793,313 793,313 793,313 793,313 5,497,742 o} ;
. 2
26 Total Demand Costs - $ ) 4278223 3011757 3117571 3117571 3,112,571 3,117,57t 3,117,571 22,583,650 4
oy
b
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Pennsylvania Division '

Summary of Estimated Upstreamn Pipeline Firm Capacity and Producer Demand Costs
for the Peried March 2006 through September 2006

Line
No, Descripllon Mureh Apnl May June July August Sepiember otal
{4 (2) €} 4 (3) (6} (7 (8)
Texas Enstern Teansmission. Corn
| Demnnd Determinant - Dth 109,207 109,207 109,207 109,207 109,207 09,267 109,207 764,449
2 Demand Rate - $/Dth 12,1528 12.1528 12,1528 12.£528 12,1528 12.1528 §2.1528
3 Demand Cast-$ 1,327.171 1,327,171 1,322,111 1,327,171 1,327,171 1,227,171 Lazam $,290,197
Prominion Transmission (FT)
4 Demand Determinant - Dih 62,000 6,875 6,875 6,875 6,875 . 6,875 5,875 103,250
5 Demand Rate - $/Dth 4.4230 1.5560 1.5560 1.3560 1.5560 1.5560 £.5560
6 Demand Cost - § 274,226 10,698 10,698 10,698 10,698 10,698 30,608 338414
7 Caopacity Determinant - Dith 62,000 62,000 62,000 62,000 62,000 62,000 62,000 434,000
8 Capacity Rat¢ - ¥Dth 1.8825 1.8823 1.8825 1.8825 1.8825 | .8B25 1.8825
9 Capacity Cost-§ 116,715 lens 116,715 116,715 Le715 116,715 116,715 817.005
10 Space Determinant - Dth 3,100,000 3,100,000 3,100,000 1,100,000 3,100,000 3,100,000 3,100,000 21,700,000
11 Spece Rate - $/Dth 0.0145 0.0145 1.0145 0.0145 0.0145 0.0145 0.0145
12 Spoce Cost - § 44,950 44,950 44,950 44,950 44950 44,950 44,950 314,650
13 Preducer Demand 75,000 30,000 30,000 30,000 30,000 30,000 30,000 255,000 vz
. g2 =8
- a
E-RA
[~
~
14 Total Upstream Dernand Cost - § 1,838,062 1,526,534 1,529,534 1,529,534 1,529,534 1,529,534 1,529,534 1,015,266 E E
9]

SETI9000-Y Aquny 33q20qg
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Description

January
February
March
April
April
Total April
May
June
July
August
September
October
October
Total October
Noveitiber
December

Total

Pennsylvania Division

Calculation of Actual Gas Cost Over/(Under) Collections
for the Period January 2005 through December 2005

'y . " - --1 "
G R SN I tE BN R N e

Over/(Under)  Over/(Under)
Purchased Gver/(Under) Inctuded In to be Included
Sales PGCRale PGC Revenue Gas Cost Collection PGC 05 in PGC 2006
M @ ®) @ ®) %) -
Mcf $/Mcf - 5 b 3 3 $
(Hx@) (3)-14)
4,595,578 § 9.8 43,566,079 48,087,526 (4,521,447)  (4,521,448) 0
3,765,152 § 948 35,693,645 31,937,606 3,756,039 3,756,038 0
3,756,906 § 9.8 35,615,468 38,074,676 (2,459,208)  (2,459,208) 0
(212,078) % 9.4s8 (2,010,499)
1,850,123 & 10.13 18,741,745
1,638,045 16,731,246 13,356,292 3,374,954 3,374,954 ]
1,091,090 ¢ 10.13 11,052,742 13,044,742 (1,992,000) (1,992,000) 0
363386 % 10.13 3,681,102 10,901,908 (7,220,806) (7,220,806) 0
451,326 % 1043 4,571,933 10,570,889 (5,998,956) (5,998,956) 0
439,571 § 1013 4,452 852 3,660,951 791,901 791,901 0
413,448 s 10413 4,188,232 2,405,992 1,782,240 (830,538) 2,612,778
14,546 % 1013 147,351 0
1267204 $ 1263 16,004,787 0
1,281,750 16,152,138 16,563,403 (411,265) (411,265)
2,306,345 % 1263 29,129,139 47,829,564 (18,700,425) (18,700,4253)
4,087255 $ 12863 51,622,036 58,521,366 (6,899,330) (6,899,330)
24,189,853 256,456,612 294,954,916 (38,498,304)  (15,100,063)  (23,398,241)

$ JO [ 199US
(1 1ed ‘] uonoag

() $9°€S W]

$6T19000-¥ RqunN W30



N mm pEn S EY PR BN 8 mD S5 R EE 3D O Al EXp &SR W= omm

Equitable Gas Company
Pennsylvania Division
Summary of 2005 Actug] Purchased Gas Costs t
(Total Costs)
Line ’
No. Description January February March April May June July August September Okclober Novearther December Total
(1) (2) (33 ) (5) (6) 7 (8} %) (o (i L (13)
COMMODITY
Appalachian Purchasps A .
1 Purchases - Dth 1,139,511 1,227,320 626,787 102,130 488,532 697,759 986,585 189,240 (14,108) 848,939 1,280,052 1,275,090 8,847,837
2 Appalachian Cost 5,510,245  §120370  1,300070 (502,561)  4,i60,689 7707236 7344319 1,790,680 648407 9,193,155 19,126,806 19,011,664  83411,080
Upsiroam Pipeline Supply
3 Purciiases - Dih 1,088,764 785,756 454,666 1,422,280 1,144,927 3406 [REAST] 350,074 1,276,400 . 547,158 7,193,347
4 Total Cost 12,801,064 3,431,953  14,599.337 9,705,304 5,731,033 3,129 (1,322,161) 863,391 4,116,523 19,718,658 11,676,879 81,325,211
Cash In .
5 Total Cost 271,085 176,280 216,048 0 114,904 20,036 16,327 0 0 127,269 122,107 1,072 1,071,127
Total Cominodity Cost R
6 of Purchases 18,588,394  [1,728,60] 16,115455 9,202,742 10,006,627 7,727,272 7,363,774 468,519 1511799 13,436,947 38,967,570 30,689,715 1635,807417
7 Stornge Withdrawals - Dtk 3,808,659 2448455 2,652,267 192,849 0 0 H 1] 4 0 568,200 2,550,691 12,221,121
8 Sterage Commodity Costs 24,787,180 15883792 17,250,449 1,261,140 0 o ¢ o 0 0 5014618  23,783,24% 879800429
9 Siorage Withdrawal Costs 59.863 38,674 41,578 2,989 b [+ ¢ 0 9 ] 0 38,982 182,085
10 Total Storage Costs 214,847,043 15922466 17292028 1,264,129 4 0 0 0 0 0 5014618 23822331  8B,162,514
Total Commodity Cost -
B of Gas 43,435,437 27,651,069 33,407483 10,466,871 10,006,627 7,729.272 7,363, 7M 468,519 1.511,799 13436947 43982,188 54511946 253969931
QOlher Purchased Gas Gosts .
12 Deinand 5,014,741 5020211 5038911 3268729 3269564 3275,183 3273427 3275508 3280142 3614509 5,532,646 5500005 43374716
I3 Total Current Month Gas Cost _ 48450,177 32,671,279 38446,394  13,735600 13,276,191 11002455 10,637,401 3744027  4,792941 17,061,456 49514 834 60011 552 303 344,707 g v 5 E
g3z
Credits to PGC : :'; g th @
14 Stndby Service 362,651 733,673 371,718 379,309 231 449 9,952 66,512 63,015 69,097 113,744 227,398 165,371 2,875,888 o = : Z
15 Cash Out 0 4 ] 0 0 8,595 0 20,061 67,852 29,720 613360 . 150,135 899,723 = ‘:'U .y
16 OIT system/Cap release sharing 36,495 242,197 142,540 421,232 ks 5: ™ g‘
17 PBR / Balancing tredit 0 . 2,250,000 318,094 592 314 1,032,540 4,192,948 - ®
I8 Total Credits to PGC -~ 362,651 733,673 371,718 379,309 231,449 109,547 66,512 83,076 2,386,949 498,053 1,685,269 1,490,586 8,389 = ]
t
=
19 Toial 1307(f) Gas Cost 48,087,526 31937606 38074676 13356292 13,044,742 10901908 10.570.889 3060951 2405992 16563403 47,829 564 58,521,366 294954816 =
&
[
o
th



- O EE R BN M R DN AR S e N A AR R N o S

Equitable Gas Company
Pennsylvania Division

Summary of 2005 Actual Purchased Gas Costs

{Demand Caosls)
Line
Ne. Dascriplion January _ February = March April May June July August  September  October  November December Total
(1} (2 (3 (O] &) (6 (% (8) (% (1 (1) (12) (13
Equltrans TS - Sterage Demand .
i Toul 1,288,083 1288083 1,288,083 132,561 132,561 132,561 132,561 132,561 132,561 132,561 1,190,191  1,i90,191 7,172,557
1 No-Notice - . ) 350,513 809,791 917,804 2,178,108
3 Total 1,288,083 1288083 1,288,083 l32,56_l 132,561 32,561 132,561 132,561 132,561 483,074 2,099.982 2,107,995 9,350,664
Equilrans FTS - Non Sloraga Demand ’
4  Winter 1,444,559 1444,559 1444539 1168297 1,168,292 1,168292 1168292 1168292 11682927 1168292 1444559 1444559 15400837
5  Summer - 0
6 Total 1,444,559 1,444,559 1444559 1,168,292 1,168,292 1168292 1,168292 1,168,292 1,168292 1,168,292 1,444,559 1444559 15400837
Equilrans Siorage Demand
7 Daily Capacity 449,871 449,871 449871 421.24] 421,241 421,241 421,241 421,241 421,241 424,241 421,241 421,241 5,140,785
8§ Space 374,392 374,392 374,392 316,622 316,622 316,622 316,622 316,622 316,622 316,622 316,622 316,622 3972774
¢ Tolal 824,263 824,263 824,263 737,863 737,863 737,863 737,863 737,863 737,863 737,863 737,863 737,863 9,113,560
10 Total Equitrans 3,556,905 3,556,905 3,556,905 2,038,716 2.038,716 2,038716 2:038.7i6¢ 2,038,716 2,038716 23892290 4282404 43290417 338650062
CIPCO DEMAND .
11 Total : 15,365 15,365 13,365 . 46,095
Taxas Eastern DEMAND .
i2 Total 1,333289  1,329.685 1,329,685 1,329,685 1329685 1,329,685 1,329,685 1329030 1,329,030 1329030 (329030 1327,173 15,954,693
Froducer DEMAND
13 Total i} ] 0 q 0 ] 0 0 0 ) 0
Dominfon Trans. DEMAND
14 Total 492,826 487,990 514408 ° 172346 172,346 172,346 172,346 172,346 172,346 172,346 435,891 435.391 3,573,426 (g g? .5‘ e
. . e E. =} 2
Capocity Releass 254 5
i5 Equitrans 257,712 256,737 253,754 154,023 51,357 150,365 149,089 147,711 145,646 146 986 136,973 258,767 2,310,120 l: :, :: '-2"
16 Dominion : 154,805 176,505 331,310 = T.g o
17 Columbia Gas bowog
18 Texas Eastemn 125,931 112,997 123,697 117,995 119826 115,260 118,031 116,874 112,304 119,110 122,900 118,204 1,423070 A~ S’
19 CIPCO - 0 = ;
20 Total : 383,644 369,734 377,451 272,018 271,183 263,565 267,120 264,584 258,950 266,087 514,678 553,476 4,064,500 &
=
21 Total Demand Costs 5014741 5020211 5038911 3268729 3260564 3,275,183 3273627 3275508 3281142 3,624,509 5532646 5,500,005 49,374,776 g
Cihd LA —
2
h



Pennsylvaniz Division

Summary of Actual Siorage Activity

2005
2005
January February March April iMay June July August September Ociober November  December Totol
1 2) 3 (4} ) (6) )] ® (9) )] an (12) (13
Boginning Balance
| Purchases - Dth 9,785,831 5,977,172 31528717 872,950 1,715,966 3,308,497 4,598,380 6,303,443 7.714,133 9046400 10423791 10.254,357
2 Total Cost-§ 63,662,231 333875051 22991,259 5716380 12,829,732 24,512,018 34781347 44452465 57.594,520 72,424993 89503305 953,636,569
Upstrearn Pipoline Service
3 Purchases - Dth 0 0 (3,500) 1,035,865 1,592,531 1,385,883 1,605,063 1,410,690 1,432,357 1,277,301 398,766 0 10,138,956
4 Commodity Cost o] Q {24,430) 8,374,493 12,082,285 9,869,329 9,671,118 13,142064 14830464 17,078312 11,147882 44,647 96,216,164
‘Total Slorage Injeclions
5 Purchases - Dih 0 ¢ (3,5000 1,035,865 1,592,531 1,389,883 1,605,063 1,416,690 +,432,357 1,277,301 398,756 0 10,138,956
6 Total Costs 0 1] (24,430) 8,374,453 12,082,285 9,860,329 9,671,118 13,142,064 14,830,464 17078312 11,147,882 44 647 96,216,164
Wilhdrawals
7 Purchases - Dth 3,808,659 2,448,435 2,652,267 192,849 o) 0 0 G 0 0 568,200 2,550,691 12,221,121
8 Totzl Cost- 3 24,787 180 15,883,792 17250,449 1,261,140 0 0 0 0 0 0 5014,618 23,783,249 E7,980.429
Ending Balance
9 Purchases - Dth 5977172 3,528,717 872950  1,715966  3,308497 4,698,330 6,303,443 7,714,133 9,146,490 10,423,791 10,254,357 7,703,666
10 Tetal Cosi-% 38,875,051 22591259 5716380 12,829,732 24912018 34781347 44452465 57,594,529 72424993 89503305 95636569 71897967
11 Average Cost - $/Dxh 6.5039 6.5155 6.5483 74767 7.5297 7.4023 7.0521 7.4661 19183 8.5864 . 9.3264 89,3330

P 0 p 1R¥IYS

@ Hed ‘[ ueng
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SUPPLEMENT NO.

TO
GAS - Pa. P.U.C. NO, 22
EQUITABLE GAS COMPANY
A DIVISION OF EQUITARILE RESOURCES, INC.
SCHEDULE OF RATES, RULES AND REGULATIONS
FOR
GAS SERVICE IN
CITY OF PITTSBURGH
AND TERRITORY ADJACENT THERETO
{For Lists of Communities Served, see Page No. 4)
ISSURD: EFFECTIVE: October 1, 2006

Tariff Supplement filed to Decrease
Purchased Gas Cost Rate in

2006 1307(f) Proceeding at Docket No. R-00061295

Issued
By

D. L. FRUTCHEY
SENIOR VICE PRESIDENT
EQUITABLE GAS COMPANY
225 North Shore Drive

PITTSBURGH, PA 15212-5861




EQUITABLE GAS COMPANY CANCELING

SUPPLEMENT NO.

TO GAS - PA. P.U.C. NO. 22
REVISED PAGE NO. 2
REVISED PAGE NO. 2

CHANGE IN RATES AND TARIFE MODIFICATION

Rules and Regulations, page 35

- Residential Service; page 40.

Rate RS
Rate GSS - General Service Small; page 41%.
Rate GSL - General Service Large; page 42.
Rate FDS Firm Delivery Service; pages 61 and 62
Rate DDS Daily Delivery Service: page 67
Rate FPS Firm Pocling Service; pages 69 énd 70
- Standby Service; pages 78 and 79.
Rider A - Purchased Gas Cost; page 92.
Rider B - : Transportation Migration Rider; page 94.
ISSUED: EFFECTIVE: October 1, 2006

D. L. FRUTCHEY
SENIOR VICE PRESIDENT



SUPPLEMENT NO.
GAS - PA. P.U.C. NO. 22
REVISED PAGE NO. 35

EQUITABLE GAS COMPANY CANCELLING PAGE NO. 35

RULES AND REGULATIONS - (Continued)

{d} If a Pool Administrator initiates or becomes a party to any
of the evenrs or actions described in (c), or if a Pool
Administrator’'s credit rating is downgraded below B+, Pool
Administrator must provide written notification to the Company
within two working days of any such initiated or imposed action.

{e) If a Pool Administrator has a relationship with the
Company, then the Pool Administrator: (i) must have paid itis
account in the past according to the terms of the service
agreement; and (ii} must have no delinquent balances outstanding
for services rendered by the Company. ’

Credit Enhancements:

(i} A security deposit egqual to.the aggregated pool Maximom {C)
Daily Quantity times the sum of the highest Midpoint price
published in Platts, Gas Daily publication, under the
heading Appaiachia, Dominion, South Point for the most
recent month available times 60 days.

{ii) A payment in advance equal to the amount calculated in (i}.

(iii) An irrevocable letter of credit drawn upon a bank
acceptable to the Company.

11.21 Acceptable Business Practices

In addition to the creditworthiness criteria Pool Administrators must
also acdhere to the following business practices.

(a) The bills rendered by the Pool Administrator will be clear and in
plain language and shall meet the billing information reguirements of
Chapter 56 of the Commission’s regulations. Bills rendered by a Pool
Administrator shall contain a statement directing the ratepayer tec
"register any guestion or complaint about the bill prior to the due date”,
as directed by Commission regulations and shall ccontain the Company’'s and

. the Pool Administrator’s telephone numbers where the customer may initiate

an inquiry or complaint. Bills must also include the phone number of the
Commission’s customer hot line.

(b) Pool Administrators shall provide customers with minimum payment
periods required by the Commission’s regulations; i.e. residential
customers shall have 20 days to pay and commercial customers shall have 15
days. The Pool Administrator shall notify the customer with adequate
notice of the conseguences of failure to pay.

() Pool Administrators must establish and use customer complaint
procedures and respond to complaints in a timely fashion.

{C) Indicates Change.

ISSUED: EFFECTIVE: October 1, 2006
D.L. FRUTCHEY
SENIOR VICE PRESIDENT
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EQUITABLE GAS COMPANY CANCELING REVISED PAGE NO. 40

RATE R3 - RESIDENTIAL SERVICE
APPLICABILITY

These rates shall be applicable throughout the territory served by the
Company.

AVATLABILITY

Available at one location for the total gas requirements of any
residential customer account.

RATE

The monthly charge for each customer served at each location under this
rate schedule shall be the sum of the following:

Monthly Service Charge: 511.65 per meter
Natural Gas 3Supply Charge: $10.72 per Mcf
Natural Gas Delivery Charge: $3.263 per Mcf

Customers returning from delivery service in accordance with Rider B
Natural Gas Delivery Charge: $2.523 per Mcf

LATE PRYMENT CHARGE
If payment of bill has not been received within twenty days from date
¢f mailing, a Late Payment Charge of 1.5% per month, will be added to
the unpaid balance each month until the entire bill is paid.

MINIMUOM CHARGES

The minimum monthly payment shall be the Monthly Service Charge.

SURCHARGES AND RIDERS

¥

Gas sold under this schedule is alsc subject to applicable Surcharges
and Riders of this Tariff.

RULES AND REGULATIONS
The Company's Rules and Regulations in effect from time to time where

nct inconsistent with any specific provision herein are a part of this
rate schedule.

(D) Indicates Decrease.

ISSUED: EFFECTIVE: October 1, 2006
D. L. FRUTCHEY
SENIOR VICE PRESIDENT

(D)
{D)

{D)
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EQUITABLE GAS COMPANY CANCELING REVISED PAGE NO. 41

RATE GSS - GENERAL SERVICE SMALL
APPLICABILITY

These rates shall be applicable throughout the territory served by the
Company.

AVAILABILITY
BAvailable for the total gas reguirements at each service lecation of a
commercial or indusitrial customer who the Company estimates will use
1,000 MCF or less in a twelve menth period at that service location.

RATE

The monthly charge for each customer at each location served under this
rate schedule will be the following:

Monthly Service Charge:

Annual Throughput < 500 $17.00 per meter
Annual Throughput 500 - 1,000 528.00 per meter
Natural Gas Supply Charge: $10.72 per Mcf {D)
Natural Gas Delivery Charge: $3.297 per Mcf (D)

Customers returning from delivery service in accordance with Rider B
Natural Gas bDelivery Charge: $2.557 per Mcf (D)
LATE PAYMENT CHARGE
If payment of bill has not been received within fifteen days from date
of mailing, a Late Payment Charge of 1.5% per month will be added to
the unpaid balance each month until the entire bill is paid.
MINIMUM CHARGES
The minimum monthly payment shall be the Monthly Service Charge.

SURCHARGES AND RIDERS

Gas sold under this schedule is also subject to applicable Surcharges
and Riders of this Tariff.

RULES AND REGULATIONS
The Company's Rules and Regulations in effect from time to time where

not inconsistent with any specific provision herein are a part of this
rate schedule.

{D) Indicates Decrease.

ISSUED: EFFECTIVE: October 1, 2006

D. L. FRUTCHEY
SENIOR VICE PRESIDENT
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EQUITABLE GAS COMPANY CANCELING : REVISED PAGE NO. 42

RATE GSL - GENERAL SERVICE LARGE
APPLICABILITY

These rates shall be applicable throughout the territory served by the
Company .

AVAILABILITY

Available for the total gas regquirements at each service location of an
industrial or commercial customer who the Company estimates will use
more than 1,000 Mcf in a twelve menth period at that service location.

RATE
Monthly Service Charge:
Annuzal Throughput 1,001 - 4,999 $ 75.00 per meter
Annual Throughput 5,000 - 25,000 $150.00 per meter.
Annual Throughput > 25,000 5800.00 per meter
Ndtural Gas Supply Charge: 510.72 per Mcf
Natural Gas Delivery Charge: . $3.10 per Mcf

Custeomers returning from delivery service in accordance with Rider B
Natural Gas Delivery Charge: $2.36 per Mcf

LATE PAYMENT CHARGE
If payment of bill has not been received within fifteen days from date
of mailing, a Late Payment Charge of 1.5% will be added tc the unpaid
balance each month until the entire bill is paid.

MINIMUM CHARGE

The minimum monthly payment shzll be the Monthly Service Charge.

SURCEARGES AND RIDERS

Gas sold under this schedule is also subject to applicable Surcharges
and Riders of this Tariff.

RULES AND REGULATIONS
The Company's Rules and Regulations in effect from time to time where

not incensistent with any specific provision herein are a part of this
rate schedule.

(D) Indicates Decrease.

ISSUED: ) EFFECTIVE: October 1, 2006
Pb. L. FRUTCHEY
SENIOR VICE PRESIDENT

(D)
{D)

(D)
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RATE FDS - FIRM DELIVERY SERVICE
APPLICABILITY

These rates shall be applicable throughout the territory served by the
Company, i.e., Equitable and Apollo Districts

AVAILABILITY

Service under this rate schedule is available for resale service and to
any essential human needs customer and to any other customer who
consumes no more than 5,000 Mcf annually where the customer’s full
commodity requirements are supplied through a single aggregation pool
pursuant to the Company’s Firm Pooling Service (FPS).

RATE
The applicable rate for each district shall be determined by
negotiation between the Company and the customer and shall not exceed

the rates set forth below plus riders applicable to this service:

Menthly Service Charge:

Residential $ 11.65 per meter
Commercial and Industrial: .
mnnual Throughput < 500 $ 17.00 per meter
Annual Throughput 500 -.1,000 $ 28.00 per meter
Annual Throughput 1,001 - 4,999 $ 75.00 per meter
(C)

(C)

Delivery Charge:

Residential Service $ 2.523 per Mcf
. Small Commercial, Industrial and Resale $ 2.557 per Mcf
Large Commercial and Industrial $ 2.360 per Mct

Balancing Charge: .
Pursuant to Special Provision (a): $ 0.18 per Mcf

MINIMUM CHARGE

The minimum monthly payment shall be the Monthly Service charge.

(C) Indicates Change.

ISSUED: EFFECTIVE: October 1, 2006
D. L. FRUTCHEY
SENIOR VICE PRESIDENT
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EQUITABLE GAS COMPANY CANCELING PAGE NO. 62

RATE FDS - FIRM DELIVERY SERVICE (CONTINUED)
SPECIAL PROVISIONS

(z) The Balancing Charge includes the cost of the resources needed by
the Company to balance its system. This charge is collected from all
delivery service customers, with the Company retaining the right to
waive this charge, in whole or in part, for customers with competitive
options.

RULES AND REGULATIONS

Service under this rate schedule is subject to the Addirional Rules
Applicable tc All Delivery Services and other applicable rules
contained in this tariff. Customers served under this rate schedule are
subject to all applicable surcharges and riders including:

Transportation Migration Rider B
Transition Cost Surcharge Rider C

Residential:
Univérsal Service and Energy Conservaticn Rider D

(C) Indicates Change

" ISSUED: © EFFECTIVE: October 1, 2006

D. L. FRUTCHEY
SENIOR VICE PRESIDERT

(C)
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GAS - PA. P.U.C. NO. 22

REVISED PAGE NO. &7

EQUITABLE GAS COMPANY CANCELING REVISED PAGE NO. &7

RATE DDS- DAILY DELIVERY SERVICE (CONTINUED)

RATE
The applicable rate shall be determined by negotiation between the
Company and the customer and shall not exceed the rates set forth below
plus riders applicable to this service:

Monthly Service Charge:

Commercial and Industrial: (C}
Annual Throughput 5,000 - 25,000 $150.00 per meter
Annual Throughput > 25,000 5800.00 per meter

Delivery Charge:

Resale Service 5 2.557 per Mcf
Large Commercial and Industrial S 2.360 per Mcf
Balancing Charge:

Pursuant to Special Provision (a) $ 0.18 per Mcf

Customers served under this rate schedule are subject toc all applicable
surcharges and riders including:

Transportation Migration Rider B
Transition Cost Surcharge Rider C

SPECIAL PROVISIONS

{a) The Balancing Charge includes the cost of the rescurces needed by
the Company to balance its system. This charge is collected from all
delivery service customers, with the Company retaining the right to
waive this charge, in whole or in part, for customers with competitive

options.

BALANCING CHARGES

Daily Balancing

A daily imbalance will exist when (a) a customer's consumption in a day
falls short of the daily gas supply nominated (daily supply excess), or
{b}) a customer's consumption in a day exceeds the daily supply
nominated (daily supply shortfall}.

(1) All daily supply excess or shortfall greater than 3.5% of the
customer’s consumption for a day shall be charged a $0.25 per Mcf
penalty. .

(2} A daily supply excess greater than 3.5% will be Cashed-In at 85% of
the Midpoint price published in Platts, Gas Daily publication,
under the heading Appalachia, Dominicon, Scuth Point on the day
the excess occurs. '

(C) Indicates Change.

ISSUED: EFFECTIVE: October 1, 2006
D. L. FRUTCHEY
SENICOR VICE .PRESIDENT
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EQUITABLE GAS COMPANY CANCELLING i PAGE NO. 69

RATE FPS - FIRM POOLING SERVICE
TERMS AND CONDITIONS

1. AVATLABILITY

Service under this rate schedule is available to anyone who aggregates
a minimum -of 50 customers or 5,000 Mcf annually, who demonstrates to
the Company’'s satisfaction that it has met the creditworthiness and
fitness standards defined im the Rules and Regulations of this tariff,
and who has entered into a Firm Pooling Service Agreement with the

Company.
2. TYPE OF SERVICE

This is a customer aggregation service whereby a creditworthy third
party, the Pocl Administrator, takes assignment on behalf of a FDS
customer of the customer’s nomination and balancing responsibilities
and, under separate contractual agreement with the Company, aggregates
the customer’s gas deliveries and consumption with those of other FDS
customers for the purposes of calculating imbalances on the Company’s
system,

3. SERVICE CONDITIONS

3.1 Assignment of Upstream Capacity

The Company will assign the-following upstream firm pipeline capacity,
excluding no-notice service, to the Pool Administrator in a two-tiered
approach: firm transportation on the Company’s upstream transportation
pipeline, Texas Rastern Transmission Corporation ("TETCo"); firm
transportation on Equitrans L.P. ("Equitrans") with primary receipt

points at interconnections with TETCo; and storage related firm

transportation on Equitrans. Capacity will be assigned on behalf of
each customer of the Pool Administrator’s FP5 Pool bassd on the
Company’s determination of peak design day consumption of the customer.
The two tiers of capacity assignment are as follows:

(i} Pools with MDQs less than 1,000 Dth per day

No capacity will be assigned. The firm standby charge will
apply to the Pool consumption and be billed to the Pool
Administrator. The Pool Administrator will have the option of
(1) purchasing and delivering supplies under its own supply
contracts, or (2) purchasing gas supplies on an interruptible
basis from the Company. '

(C) Indicates Change

ISSUED: EFFECTIVE: October 1, 2006
D. L. FRUTCHEY
SENIOR VICE PRESIDENT
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SUPPLEMENT NO.
GAS - PA. P.U.C. NO. 22
REVISED PAGE NO. 70
EQUITABLE GAS COMPANY CANCELLING PAGE NO. 70
RATE FPS - FIRM POOLING SERVICE (CONTINUED)
(ii) Pools with MDQs greater than or egual to 1,000 Dth perx day
The Pool Bdministrator will be assigned firm transportation and
firm storage capacity on a pro-rata basis. However, the pool
administrator may elect, subject to the Company’s approval,
assignment on & non-discriminatory basis of other than a pro-rata
allocation.
{C} Indicates Change
ISSUED: EFFECTIVE: October 1, 2006

D. L. FRUTCHEY
SENIOR VICE PRESIDENT

(€}
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EQUITABLE GAS COMPANY | CANCELLING PAGE NO. 78

STANDBY SERVICE

Firm Standby Service is mandatory for customers served under Rate CSF

and for essential human needs customers served under any delivery service
except -where the customer has Alternate Fuel Capability, or the

customer has received an assignment of Company’s upstream pipeline
capacity. irm Standby Service is optional for other customers upon
request. For a customer who does not receive Firm Standby Service, daily
consumption in excess of daily deliveries on customer’s behalf, in excess
of customer’s Maximum Daily Firm Requirement (MDFR) or in excess of a
customer’s Maximum Daily Quantity (MDQ) is interruptible.

Firm Standby Service is available pursuant to the following terms and
conditions and subject to availability of sufficient gas supply and
system capacity.

1. Customers who require natural gas service through a single meter
of 20,000 Mcf or more annually:

Customers who desire Firm Standby Service must also nominate a (C}
MDFR for the entire year. MDFR nominations must be specified in
the customer’s service agreement. '

The MDFR nominations must be at a2 level which is reascnably {C)
sufficient to meet the customer’s peak winter season demand. The

Company reserves the right to require revisions to nominations

which it has determined are insufficient. The Company at its

discretion may allow customers to nominate MDFRs which are below
anticipated winter- season peak demands and in such cases may

require separate piping and/or metering to segryegate the

customer’s firm and interruptible loads and may require the

customer to reimburse the Company for any cost incurred in making

the necessary modifications.

2. Custcomers who require annual natural gas service through a single
meter of less than 20,000 Mcf: (C)

{C) Indicates Change.

ISSUED: EFFECTIVE: October 1, 2006
b. L. FRUTCHEY
SENIOR VICE PRESIDENT
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EQUITABLE GAS COMPANY CANCELING REVISED PAGE NO. 79

STANDBY SERVICE - (CONTINUED)

Customers receiving Firm Standby Service shall pay a Standby
Reservation charge as described below.

Monthly Reservation Charges (charged each month of the.year):

Large Volume Customers

Customers who require natural gas service through a single meter for
20,000 Mcf annnally or more:

$10.52 per Mcf of MDFR {D) (C)

Customers who require annual natural gas service of less than 20,000 Mcf:

Small Volume Customers (0 to 500 Mcf Annual Usage)

51.84 per Mcf of throughput {D)

Medium Volume Customers {501 to 20,000 Mcf Annual Usage)'

Low Load Factor Service
Firm Standby: $0.99 per Mcf cf throughput {D) (C}
High Load Factor Service

Firm Standby: $0.54 per Mcf of throughput (D) (C)

A Medium Volume customer will be billed at the Low Load Factor Service
Rate when the customer’s annual system utilization factor (actual annual
volume <+ 100% annual system utilization volume) is not more than 350
percent. A Medium Volume customer will be billed at the High Load Factor
Service rate when the customer’s annual system utilization factor is more
than 50 percent of the customer’s 100% annual system utilization volume.
System utilization®factors will be based on Company estimates where
historic data is not available.

The Reservation charges shall be redetermined annually during the course
of the Company’s 1307(f) proceeding.

A customer may discontinue Firm Standby Service, if the Company, in its sole
discretion, can obtain any decrease in its transportation and storage
entitlements or any combination therecf required to accommodate such
transfer from Standby service and the customer provides written notice to
the Company &t least twelve months prior to the expiration date of the
customer’s Service Agreement.

Standby Reservation Charge Revenue shall be credited to Purchased Gas (Ch
Cost for the purpose of determining the "E" factor.

Per the settlement in Docket No. R-00038166, the Company has the ability
to switch transportation customers to daily measurement or increase the
cost recovery from these customers via a separate negotiated capacity

charge.

Indicates Decrease. (C] Indicates Change.

ISSUED: EFFECTIVE: OQOctober 1, 2006

D. L. FRUTCHEY
SENIOR VICE PRESIDENT
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RIDER A - (Continued)

The "E" factor shall alsc provide for refund or recovery of
amounts necessary to adjust for differences between actual
over and under collections and estimated over and under
collections included in the "E" factor of the previous PGC.

Interest shall be computed monthly at the appropriate rate as provided
for in Section 1308({d) ‘of the Public Utility Code from the month the
over or under collection occurs to the effective menth such over
collection is refunded or such under collection is recouped.

Supplier refunds received applicable to PGC Rate Schedules will be
included in the calculation of "E" with interest added at the annual
rate of six percentum (6 percent) calcoplated in accordance with the

foregoing procedure beginning with the menths such refund is received

by the Company.

For the purpose of computing monthly over and undercellections to he
refiected in "E" the following will be deducted from Purchased Gas

Cest:

1. Demand and reservation charges billed sales customers under Rate
Schedule CSF and transportation customers with firm standby
service under any applicable Delivery Service Rate Schedule.

Such charges shall be based on the Company's cost of reserving
firm pipeline services and redetermined annually during the
course of the Company's 1307(f) filing to be effective during the
ensuing PGC application period.

2. The commodity cost of gas applicable to contract sales and
standby sales service as specified in Rate Schedules CSF, CSI,
and applicaple Delivery ‘Service Rate Schedules.

"S" —- projected Mcf of gas to be billed under PGC Rate Schedules
during the computation year.

"Purchased Gas" -- the volume of gas projected to be purchased by the
Company and delivered to customers under PGC. Rate Schedules, plus such
portion of the company-used and unaccounted-for-gas as the Commissicn
permits, including, but not limited te, natural gas, liguefied natural

. gas, synthetic gas, ligquefied propane and naphtha.

"The Current PGC" -- is. $11.28 per Mcf, comprised of a C factor of $10.54 (D)
and an E factor of $0.74. ) ()
"Computation Year™ —-- the projected year during which the PGC will be

in effect.

The application of the purchased gas cost shall be subject to
continuous review and to audit by the Commission at such intervals as
the Commission shall determine. The Commission shall continuously
review the reasonableness and lawfulness of the amounts of the charges
produced by the purchased gas cost and the charges included herein.

{D) Indicates Decrease.

ISSUED: EFFECTIVE: October 1, 2006
D. L. FRUTCHEY
SENIOR VICE PRESIDENT
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RIDER B
TRANSPORTATION MIGRATION RIDER

I. This rider provides a method under 1307(f) of the Public Utility
Code for recovery of the experienced net over/under collection of
purchased gas costs as adjusted guarterly from ratepayers who shifted
from the retail service to delivery service on or after the effective
date of this rider. The Company may waive this rider, in whole or in
part, for customers with competitive options.

IT. The migration rider rate shall equal the current 1307(f) rate
less the C-Factor (projected cost of gas) as approved in the Company's
most recent annual Section 1307(f) natural gas cost proceeding,
including all E-Factor adjustments to the rate resulting from the
Company’s quarterly recalculation of natural gas costs.

Revenue under this rider will be credited in the Company’s 1307 (f)
mechanism.

III. This rider shall be applicable to Rate FDS, GDS and DDS customers
for a period of one year from the date upcn which the customer last
shifted from the Company’s retail service..

Iv. Applicable Surcharges

$ Mcf
Rate Schedules FDS, GDS, DDS $0.74 (D)

This rate will be recalculated as part of the 1307(f) proceedings and
will be tracked monthly. .

Reverse Migration Charge:

Customers returning te retail sales service, who have been receiving
delivery service for a minimum of twelve consecutive months, are not
subject to the E-Factor portion of the Company’s purchase gas cost rate
so leong as they remain a retail sales service customer for a period of
cne year.

(D) Indicates Decrease.

ISSUED: . EFFECTIVE: October i, 2006
D. L. FRUTCHEY
SENIOR VICE PRESIDENT
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Docket No. R-00061295
Item 53.64(c)(1)

EQUITABLE GAS COMPANY

Pennsylvania Public Utility Commission
52 Pa. Code §53.61, et seq.
For the Twelve Months Ending September 30, 2007

Item 53.64(c)(1)

Response:

II.

I,

A complete list in schedule format of each spot and each fong term source of
gas supply, production, transportation and storage, used in the past |2
months, which |2-month period shall end 2 months prior to the date of the
tariff filing, separately setting forth on a monthly basis the quantity and price
of all gas delivered, produced, transported or stored, maximum daily quantity
levels, maximum annual quantity levels, a detailed description of warrantee
or penalty provisions, including liquidated damages, take-or-pay provisions
or minimum bill or take provisions of the purchases, balancing provisions
and copies of Federal tariffs and contract provisions relating to the purchases
— including demand and commodity components. With regard to each
contemplated future source of supply, production, transportation or storage,
during each of the next 20 months for each source, provide the name of the
source, the maximum daily quantity, the maximum annual quantity, the
minimum take levels, a detailed description of warrantee or penalty
provisions, including liquidated damages, take or pay provisions or minimum
bill or take provisions of the purchases, balancing provisions and contractual
or tariffed terms of the purchases, copies of applicable Federal tariffs, the
expiration date of each contract, the date when each contract was most
recently negotiated and the details of the negotiation — such as meeting held,
offers made, and changes in contractual obligation — and whether current
proceedings, negotiations, or renegotiations are pending before the Federal
Energy Regulatory Commission, and the like, to modify the price, quantity or
another condition or purchase, and if so, the details of the proceedings,
negotiations, or renegotiations. Gas supply sources which individually
represent less than 3.0% of the total system supply may be shown
collectively, such as other local gas purchases. ’

See Section [; Part C, Sheets 2-3 and Part D, Sheets 2-4, which sets forth
on a monthly basis the quantity‘and price of gas delivered for all sources
of gas supply used in the past'14 months.

See Section [; Part B, Sheets 1-8, and Part C, Sheets 4-7 for the quantity,
price and source of gas contemplated to be used during each of the next
19 months (March 2006 through September 2007).

See Item 53.64(c)(4) for all pending Federal Energy Regulatory
Commission actions and dockets dealing with interstate capacity and gas

supply. :




Docket Na. R-00061295
[tem 53.64(c)}(3)

EQUITABLE GAS COMPANY

Pennsylvania Public Utility Commission
52 Pa. Code §53.61, et seq.
For the Twelve Months Ending September 30, 2007

Item 53.64(c)(3) A complete listing of sources of gas supply, transportation or storage and
their costs, including shut-in and curtatled sources of supply, both inside and

outside this Commonwealth considered by or offered to the utility but not
chosen for use during the past 12 months, which twelve month period shall
end 2 months prior to the date of the tariff filing, and the reasons why the gas
supply, transportation or storage was not selected for use as a part of the
utility’s supply mix. A similar listing of gas sources, transportation or
storage and associated projected costs offered or considered but not chosen to
meet supply for the next 20 months, along with reasons for non-selection.

Response: Please see the attached.
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Month

January 2005

February 2005

March 2005

Company

GRP

JC Energy
Frontera

8P

BP

BP
ChevrgnTexaco
ChevronTexaco
ConocoPhillips
GRP

Total

Total

VPEM

VPEM
Anadarko

BP
ChevronTexaco
CongcoPhillips
VPEM
Amerada Hess
Amerada Hess
Noble

Total

Total

FPPM Energy
Cinergy
Cokings
Cokinos

Total

Cokinos

VPEM

Cinergy

GRP

JC Energy
Frontera

BpP

BpP

BP
ChevronTexaco
ChevranTexaco
ConocoPhillips
GRP

Total

Total

VPEM

VPEM
Anadarko

BP
ChevronTexaco
ConocoPhillips
VPEM
Amerada Hess
Amerada Hess
Noble
QOccidental
GRP

JC Energy
Frontera

ChevronTexaco
ChevronTexaco
ConocoPhillips
GRP

Tota!

Total

Gas Supply Offers Refused During 2005

Volume

5,000
5,000
5,000
5,000

5,000 -

10,000
5,000
5,000

16,000
5,000
5,000

10,000
5,000
5,000
5,000
5,000
5,000
5,000
5,000
5,000
5,000
5,000
5,000

10,000

10,000
5,000
5,000
5,000
5,400

10,000

10,000

10,000
5,000
5,000
5,000
5,000
5,000

10,000
5,000
5,000

10,000
5,000
5,000

10,000
5,000
5,000
5,000
5,000
5,000
5,000
5,000
5,000
5,000
5,000
5,000
5,000
5,000
5,000
5,000
5,000

10,000
5,000
5,000

10,000
5,000
5,000

10,000

Access

Pipeline Area
TETCO WLA
TETCO WLA
TETCO WLA
TETCO STX
TETCO WLA
TETCO ETX
TETCO WLA
TETCO STX
TETCO M1
TETCO 87X
TETCO STX
TETCO M
TETCO STX
TETCO WLA
TETCO WLA
TETCO ELA
TETCO ELA
TETCO ELA
TETCO ELA
TETCO WLA
TETCO ELA
TETCO ELA
TETCO WLA
TETCO ELA
TETCO ELA
TETCO WILA
TETCO" ELA
TETCO ELA
TETCO WLA
TETCO ELA
Doaminion 8. Point
TETCO ELA
TETCO WLA
TETCO WLA
TETCO WLA
TETCO STX
TETCO WLA
TETCO ETX
TETCO WLA
TETCO 8TX
TETCO M1
TETCO S§TX
TETCO STX
TETCO M1
TETCO STX
TETCO WLA
TETCO WLA
TETCO ELA
TETCO ELA
TETCO ELA
TETCO ELA
TETCO WLA
TETCO ELA
TETCO ELA
TETCO WLA
TETCO WLA
TETCO WLA
TETCO WLA
TETCO 8TX
TETCO WLA
TETCC ETX
TETCO WLA
TETCO STX
TETCO M1t
TETCO STX
TETCO STX
TETCO M1

Page 10of 3

$6.17
$6.17
$6.16
$5.93
36.15

$6.06

$6.15
$5.92
$6.30
$5.93
$5.97
$6.32
$5.92
$6.15
$6.16
$6.15
$6.16
§6.16
$6.16
$6.15
$6.17
$6.16
$6.21
$6.21
$6.26
$6.37
$6.43
$6.49
$6.38
$6.47
$6.60
$6.27
$6.24
$6.24
$6.23
$6.00
$6,22
$6.13
$6.22
$5.99
$6.37
$6.00
$6.04
$6.39
$5.99
$6.22
$6.23
$6.22
$6.23
$6.24
$6.23
$6.22
§6.24
$6.23
§6.18
$6.26
36.26
$6.25
$6.02
$6.24
$6.15
$6.24
$6.01
$6.39
$6.02
$6.06
$6.41
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Reason

Price
Price
Price
Price
Requirements Filled
Price
Requirements Filled
Requirements Filled
Price
Price
Price
Price
Price
Requirements Filled
Requirements Filled
Price
Price
Price
Price
Requirements Filled
Price
Price
Price
Price
Price
Price
Price
Price
Price
Price
Price
Price
Price
Price
Price
Price
Requirements Fitled
Price
Requiremnents Filled
Requirements Fifled
Price
Price
Price
Price
Price
Requirements Filled
Requirements Filled
Price
Price
Price
Price
Requirements. Filled
Price
Price
Price
Price
Price
Price
Price
Reguirements Filled
Price
Requirements Filled
Requirements Filled
Price
Price
Price
Price

Date

01/01/05
01/01/05
0101105
01/01/05
01/01/05
01/01/05
01/01/05
01101/05
01/01/05
01/01/05
01/01/05
01/01/05
01/01/05
01/01/05
01/01/05

01/01/05

01/01/05
a1/01/05
01/01/05
01/01/05
01/01/05
£1/01/05
01/01/05
01/01/05
01/01105
01/25/05
01/25/08
01/26/05
01/27/05
01/27/05
01/26/05
01/29/05
02/01/05
02/01/05
02/01/05
02/01/05
02/01/05
02/01/05
02/01/05
02/01/08
02/01/05
02/01/05
02/01/05
02/01/05
02/01/05
02/04/05
02/01/05
02/01/05
02/01/05.
02/01/05
02/01/05
02/01/05
02/01/05
02/01/05
02/01/05
03/01/05
03/01/05
03/01108
03/01/05
03/01/05
03/01/05
03/01/05
03/01/05
03/01/05
03/01/05
03/01/05
03/01/05
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Month

April 2005

May 2005

June 2005

July 2005

Cempany

VPEM
VPEM
Anadarko
8P
ChevronTexaco
ConocoPhillips
VPEM
Amerada Hess
Amerada Hess
Noble
Exxon
GRP
Cinergy
Total

Total

One Nation
JC Energy
JC Energy
Anadarko
Cinergy
Anadarko
Cinergy
BP

NJR

Eagle Energy
QOccidental
Cinergy
Cinergy
Anadarko
Cinergy
One Nation
Exxon
GRP
Anadarko
Total

Total
ConocoPhillips
Cne Nation
Frontera
Anadarko
Cne Nation
Frontera
GRP
Colonial
Exxon
GRP
Anadarko
Anadarko
Anadarko
JC Energy
Anadarko
JC Energy
GRP
Cinergy
BP
Anadarko
Exxon
GRP
Anadarko
Total

Total
Cokinos
GRP
Qccidental
Cinergy
Occidental

Gas Supply Offers Refused During 2005

Volurne

5,000
5,000
5,000
5,000
5,000
5,000
5,000
5,000
5,000
5,000
5,000
5,000
5,000

10,000
5,000

10,000
5,000
5,000
5,000
5,000
5,000
5,000
5,000
5,000
5,000
5,000
5,000
5,000

10,000
5,000
5,000
5,000
5,000
5,000
5,000
5,000
5,500
5,000
5,000
5,000
5,000
5,000
5,000

10,000
5,000
5,000
5,000
5,000
7,500
5,000
7,500
5,000
7,000

10,000

10,000
7,000
5,000
5,000
5,000
5,000
5,000
5.000
5,000
7,000
7,000
4,000

Access

Pipeline Area
TETCO STX
TETCO WLA .
TETCO WLA
TETCO ELA
TETCO ELA
TETCO ELA
TETCO ELA
TETCO WLA
TETCO ELA
TETCO ELA
TETCO ELA
TETCO ELA
TETCO ETX
TETCO WLA
TETCO STX
TETCO WLA
TETCO WLA
TETCO STX
TETCO WLA
TETCO STX
TETCO ETX
Dominion S. Point
Dominion S. Point
Dominion S. Point
Dominion S. Point
Daminion S. Point
Dominion S. Point
Dominion S. Point
TETCO WLA
Dominion S. Point
TETCO WLA
TETCO ELA
TETCO ELA
TETCO ETX
TETCO STX
TETCO WLA
TETCO STX
TETCO WLA
TETCO 5TX
TETCO 8TX
TETCC M1
TETCO M1
TETCO M1
TETCO M2
TETCO ELA
TETCO ELA
TETCO ETX
TETCO STX
TETCO ETX
TETCO 8TX
TETCO ETX
TETCO STX
Dominion S, Point
TETCO STX
TETCC M1
TETCO ETX
TETCO ELA
TETCO ELA
TETCO ETX
TETCO STX
TETCO M1
TETCO STX
TETCO STX
TETCO STX
TETCO STX
TETCO ETX
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Price

£6.01
$6.24
$6.25
$6.24
$6.25

$6.25 -

$6.25
$6.24
$6.26
$6.25
$7.2725
$7.28
$7.1500
$7.200
$7.085
$7.180
$7.210
$7.910
$7.180
$7.105
$7.12
$7.68
$7.675
$7.60
$7.51
$7.62
$7.425
$7.52
$6.7750
$7.800
$6'925
$6.7025
$6.71
$6.55
$6.45
$6.50
$6.630
$6.580
$6.40
$6.42
$6.83
$6.835
$6.830
$7.020
$6.0725
$6.080
$5.82
$5.90
$5.98
$5.91
$5.940
$5.9000
$6.49
$5.88
$6.19
$5.93
$6.9325
$6.940
$6.77
$6.73
$7.06
$6.70
$6.705
$6.730
$6.740
$6.755
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Reason

Price
Requirements Filled
Requirements Filled
Price

Price

Price

Price
Requirements Filled
Price

Price

Price

Price

Price

Price

Price

Price

Price

Price

Price

Price

Maintenance

Price

Price

Price

Price

Price

Price

Price

Price

Price

Price

Price

Price

Maintenance

Price
Requirements Filed
Price
Requirements Filled
Price

Price

Price

Price

Price

Price

Price

Price

Maintenance

Price

Price

Price

Price

Price

Price

Price

Price

Price

Price

Price

Maintenance

Price

Price

Price
Requiremenis Filted
Price

Price
Reguirements Filled

Date

03/01/05
03/01/05
Q20105
Q3/01105
03/01/05
03/01/05
03/01/05
03/01/05
03/01/05
03/01/05
04101105
04/01/05
04/01/05
04/01/05
04/01/05
04/01/05
04101705
04/01/05
04/01/05
04/01/05
04/01/05
04/08/05
04/09/05
04/12/05
04/12/05
04/12/05
04/20/05
04/21/05
04/22105
Q4/26/05
04/27/05
05/01/05
05/01/05
05/01/05
05/01/05
05/01/05
05/01/05

05/01/05

05/01/05
05/01/05
05/01/05
05/01/05
05/01/05
05/05/05
08/01/05
06/01/05
06/01/06
06/01/05
06/01/05
(6/01/05
06/01/05
06/01/05
06/01/05
06/01/05
06/01/05
06/01/05
Q70105
07/01/05
07/01/05
07/01/05
07/01/0%
07/01/05
Q7/01/65
07/01/05
G7/01/05
07/01/05
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Month

August 2005

September 2005

QOctober 2005

Novernber 2005

Decamber 2005

Gas Supply Offers Refused During 2005

Docket No. R-00061295

Access
Company Volume Pipeline Area Price Reason

Exxon 5,000 TETCO ELA $7.6025 Price

GRP 5,000 TETCO ELA $7.610 Price

Anadarko 5,000 TETCO ETX $7.45 Maintenance
Occidental 5,000 TETCO STX $7.40 Requirements Fifled
QOccidental 5,000 TETCO M1 $7.77 Reguirements Filled
Exxon 5,000 TETCO ELA $10.6325 Price

GRP 5,000 TETCO ELA $10.640 Price

Anadarka 5,000 TETCO ETX $10.65 Maintenance
Frontera 5,000 TETCO STX $10.37 Requirements Filled
Frontera 5,000 TETCO M1 $10.79 Requirements Filled
Total 5,000 TETCO STX $10.37 Requirements Filled
Exxon 5,000 TETCO ELA $13.8825 Price

GRP 5,000 TETCO ELA $13.890 Price

Anadarko 5,000 TETCO ETX $13.71 Maintenance
Southwestern 5,000 TETCO M1 $13.46 Price

Frontera 5,500 TETCOQ STX $12.49 Price

Anadarko 5,500 TETCO STX $12.54 Price

Anadarko 5,000 TETCO ETX $12.70 Requirements Filled
Qccidental 5,000 TETCO ETX $12.83 Reqguirements Filled
BR 5,000 TETCO WLA $7.56 Requirements Filled
BP 10,000 TETCO ETX $7.47 Price
ChevronTexaco 5,000 TETCO WLA $7.56 Requirements Filled
ChevronTexaco 5,000 TETCO STX $7.33 Requirements Filled
ConocoPhiflips 1G,000 TETCO M1 $7.71 Price

GRP 5,000 TETCO STX $7.24 Price

Total 5,000 TETCOQ STX $7.28 Price

Total 10,000 TETCO M1 $7.73 Price

VPEM 5,000 TETCO 5TX $7.33 . Price

VPEM " 5,000 TETCO WLA $7.56 Regquirements Filled
Anadarko 5,000 TETCO WLA $7.57 Requirements Filled
BP 5,000 - TETCO ELA $7.5625 Price
ChevronTexaco 5,000 TETCO ELA $7.57 Price
ConocoPhillips 5,000 TETCO ELA $7.575 Price

VPEM 5,000 TETCO ELA $7.57 Price

Amerada Hess 5,000 TETCOC WLA $7.56 Requirements Filled
Amerada Hess 5,000 TETCO ELA $7.58 Price

Noble 5,000 TETCO ELA $7.57 Price

Anadarko 5,500 TETCO 8TX $8.39 Price

Occidental 5,000 TETCO ETX $10.38 Requirements Filled
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Date

08/01/05
08/01/05
0B/01/05
0B/01/05
08/01/05
09/01/05
08/01/05
09/01/05
09/01/05
09/01/05
05/01/05
10/01/05
10/01/05
10/01/05
10/01/05
11/01/05
11/01/05
11/01/05
11/01/05
11/01/04
11/01/04
11/01/04
11/01/04
11/01/04
11/01/04
11/01/04
11/01/04
11/01/04
11/01/04
11/01/04
14/01/04
11/01/04
11/01/04
11/01/04
11/01/04
11/01/04
11/01/04
12/01/05
12/01/05




Docket No. R-00061295
Item 53.64(c)(4)

EQUITABLE GAS COMPANY

Pennsylvania Public Utility Commission
52 Pa. Code §53.61, et seq.
For the Twelve Months Ending September 30, 2067

Item 53.64(c)(4)

Response:

An annotated listing of Federal Energy Regulatory Commission or other
relevant non-Commission proceedings, including Jegal action necessary to
relieve the utility from existing contract terms which are or may be adverse
to the interests of its ratepayers, which affect the cost of the utility’s gas
supply, transportation or storage which might have an impact on the utility’s
efforts to provide its customers with reasonable gas service at the lowest
price possible. This list shall include docket numbers and shall summarize
what has transpired in the cases, and the degree of participation, if any,
which the utility has had in the cases. The initial list filed under this
paragraph shall includecases for the past three years. Subsequent lists need
only update prior lists and add new cases.

See attached.
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2005 ACTIVITIES OF EQUITABLE GAS COMPANY
BEFORE THE
FEDERAL ENERGY REGULATORY COMMISSION
(February 16, 2006)

Set forth below is a summary of activities of Equitable Gas Company (“EGC”) in
2005 at the Federal Energy Regulatory Commission (“FERC” or “Commission™).

1. Equitrans, L.P., Docket Nos. RP04-203, et al.

Equitrans in these consolidated proceedings filed a number of general Natural Gas
Act (“NGA™) Section 4 rate increases covering different time periods.

EGC participated in virtually all of the numerous settlement conferences,
Customer Group meetings and conference calls, and received and gave input respecting
the multitude of draft settlement offers, all of which occurred in the period from May to
December, 2005. These efforts resulted in Equitrans filing on December 9, 2005, an
uncontested settiement resolving all issues in the proceeding. The settlement was
certified to the Commission by the Presiding Judge on January 18, 2006, and the
settlement is now pending before the Commission.

2. Equitrans, L.P., Docket No. CP05-18-000
On November 18, 2004, FERC established this proceeding to conduct an inquiry

in response to Equitrans’ claim that a portion of its storage cushion gas has been lost due
to migration. On December 2, 2004, EGC filed an intervention in this proceeding. EGC

_ monitored this proceeding in 2005, including review of various storage reports filed over

the course of the year by Equitrans. o
3. Texas Eastern Transmission, LP, Docket No. RP05-137-000

EGC intervened in and has monitored this case, which involved Texas Eastern’s
filing of its semi-annual Electric Power Cost Adjustment. FERC accepted the filing by
order of January 26, 2005.

4, Texas Eastern Transmission, LP, Docket No. RP06-113-000

EGC intervened in and monitored this proceeding, which involved Texas
Eastern’s filing to remove the five-year term matching cap from the ROFR bidding
process in its tariff. By order of December 22, 2005, FERC accepted the filing, effective
January 1, 2006.



Docket No. R-00061295

Item 53.64(c)(4)
Attachment
Page 2 of 2

5. Texas Eastern Transmission, LP, Docket No. RP06-30-000

EGC intervened in and has monitored this case, which was initiated by Texas
Eastern’s filing of revised tariff sheets proposing to remove the $25 per Dth limitation on
the penalty provisions in its tariff. The Commission, by order of November 10, 2005,
authorized the elimination of the penalty cap, effective November 14, 2005.

6. Texas Eastern Transmission, LP, Docket No. RP06-45-000

EGC intervened in and has monitored this proceeding involving Texas Eastern’s
filing of its Annual Applicable Shrinkage Adjustment and Interruptible Revenue
Reconciliation Report. By order of November 30, 2005, FERC accepted the filing,
effective December 1, 2005.

7. Texas Eastern Transmission, LP, Docket No. RP06-70-000

EGC intervened in and has monitored Texas Eastern’s filing of proposed changes
to the nomination procedures in Section 4 of the General Terms and Conditions of its
tariff. The proposed changes were accepted by FERC order of November 22, 2005,
effective December 1, 2005.

8. Texas Eastern Transmission, LP, Docket No. RP06-167-000

EGC intervened in and monitored this proceeding, which involved Texas
Eastern’s filing on December 30, 2005 of its semi-annual Electric Power Cost
Adjustment. The Commission by order of January 25, 2006 accepted the filing, effective
February 1, 2006. '



Docket No. R-00061295
Ttem 53.64(c)(5)

EQUITABLE GAS COMPANY

Pennsylvania Public Utility Commission
52 Pa. Code §53.61, et seq. .
For the Twelve Months Ending September 30, 2007

Item 53.64(c)(5) A listing and updating, if necessary, of projections of gas supply and demand
provided to the Commission for any purpose. In addition, provide an
accounting of the difference between reported gas supply available and gas
supply deliverable — including storage — from the utility to its customers
under various circumstances and time periods.

Response: Please see the attached.
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FORM-IRP-GAS-2A: NATURAL GAS SUPPLY

TABLE 1: ANNUAL SUPPLY
REPORTING UTILITY: EQUITABLE GAS COMPANY

{volumes in MDth)

Historical Data Current Year Three Year Forecast
Index Year -2 -1 0 1 2 3
Actual Year 2004 2005 2006 2007 2008 2008
Gas Supply for Sales Service
Columbia - - -
Texas Eastern {East Texas) 1.205 1,205 1,205
Dominion South Point - - -
Texas Eastern (East La.) 1,960 1,960 1,960
Texas Eastern (South Texas) 1,510 1,510 1,510
Texas Eastern (West La.} 450 450 450
Texas Eastern (M1} - - -
Texas Eastern (South Texas) - - -
Texas Eastern (West La.) - v - -
Texas Easfern (EastLa.} - - -
Spot Purchases/
Other Supply Contracts 17,862 15,068 16,495 21620 21,620 21,620
Storage Withdrawals (EQT/TCOICNG) 9,294 11,572 12,385 12,385 12,385 12,385
LNG/SNG/Propane Purchases
Company Production - - - - - -
Local Purchases 5,000 5,000 5,000 |~ 5,000 5,000 5,000
Exchanges with other LDC's
Other (Off-System sales) 19,529 13,110 10,740 10,740 10,740 10,740
" Total Gas Supply for Sales: 56,810 49,875 48,745 49,745 49,745 49,745
Total Transportation Service: 26,987 23,180 23,180 23180 23,180 23,180
TOTAL SALES GAS SUPPLY AND
TRANSPORTATION SERVICE 83,798 73,054 72,925 72,925 72,925 72,925
Deduyctions
Curtaiiments
Underground Sterage Injections 9,396 10,207 12,385 12,385 1'2;385 12,385
LNG Liguefacation
Sales to other LDC's
Off-System Sales 19,529 13,110 10,740 10,740 10,740 10,740
Total Deductions: 28,925 23,318 23125 23125 23,125 23,125
, NET GAS SUFPPLY 54,872 48,737 48,860 48,800 49,860 48,800

24 (1)
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Company Name: Equitable Gas Company

FORM-IRP-GAS-JA. Annusl Energy Demand Requirements (January 1 through December 31)

01
Q2
03

05

a7
08
09

10
11
12
13
14

16

17
18

20
21

Index Year:
Actual Year:

FIRM REQUIREMENTS
Retail Residential
Retail Commercial
Retail Industrial
Electric power generation
Exchange w/other utilities
Unaccounted for
Compagy use
Other ( Rate 8)

Subtotal Firm

INTERRUPTIBLE REQUIREMENTS
Retail (Rate 9 )
Electric power generation
Company’s own plant
Subtotal Interruptible
Subiotal Finn and Interruptibie

TRANSPORTATION SERVICE
Firm

Residential

Commercial

Industrial
Interruntible

Residential

Commercial

Industrial
Electric power generation

Subtotal Transportation
Total Gas Requirements
Increase (Decrease) -

Percent Change (%)

(MDTH)
Current Three Year
l Year | Forecast
-3 2 N TR 1 2 3

2003 2004 2005 2006 2007 2008 2009
22,093 20,779 19,885 20,209 20,209 20,209 20,209
4,089 4,411 4,189 3,982 3.082 3,982 3,982
86 82 - 116 58 58 58 58
0 [ 0 0 0 0 0
a 0 0 0 4] 0 0
2,032 2,550 2,311 2314 2314 2314 2,314
72 63 57 57 57 57 57
1] 0 1} 0 0 0 0
28,373 27,885 26,558 26,620 26,620 26,620 26,620
0 0 0 0 0 0 0
0 0 0 0 1] 0 0
0 Q 0 ] 1] Q 0
0 0 a Q 4] Q 0
28371 21885 26,358 26.620 26,620 26,620 26,620
3,801 3,468 3,570 3,570 3,570 . 3570 3,570
3,768 3,648 2,837 2,837 2,837 2,337 2,837
568 606 447 447 447 447 447
0 0 0 0 0 -0 ol
8,952 8,668 6,742 6,742 6,742 6,742 6,742
8,422 10,598 - 9,583 9,583 9,583 9,583 9,583
a 0 Q 1] 0 Q 1]
25,512 26,987 23,180 23,180 23,180 23,180 23,180
5L385 54872 49,737 49.800 43.800 49.800 49.800
2,162 87 (5,135 62 0 Q 0
4.38% 1.83% -9.36% 0.13% 0.00% 0.00% 0.00%
51,780 52,259 47,369 47,429 47,429 47,429 47429
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ltem 53.64(c)(6)

EQUITABLE GAS COMPANY

Pennsylvania Public Utility Commission
52 Pa. Code §53.61, et seq.
For the Tweive Months Ending September 30. 2007

Item 53.64(c)(6)

Response:

Each Section 1307(f) utility shall file with the Commission a statement of its
current fuel procurement practices, detailed information concerning the
staffing and expertise of its fuel procurement personnel, a discussion of its
methodology for obtaining a least cost and reliable source of gas supply,
including a discussion of any methodologies, assumptions, models or rules of
thumb employed in selecting its gas supply, transportation and storage mix,
its loss prevention strategy in the event of fraud, nonperformance or
interruption of performance, its participation in capacity release and
reallocation programs, the impact, if any, upon least cost fuel procurement by
constraints imposed by local transportation end users, interruptible service,
balancing, storage and dispatching options, and its strategy for improving its
fuel procurement practices in the future and timetable for implementing these
changes.

Equitable purchases its gas supplies based on an acquisition strategy that
minimizes gas purchase costs while assuring there is adequate, reliable
supply. “Adequate and reliable” means that planning is based on assuring
deliverability during peak demand perieds under design day conditions. In

addition, factors including historical dependability and reliability are

considered. Finally, “adequate and reliable” means that the gas quality and
the operating pressures are consistent with the Company’s needs and
qualitative standards.

Equitable purchases competitively priced gas supplies from the Southwest
production areas utilizing various interstate pipeline facilities and from local
Appalachian producers. The Company purchases, on an economic basis, a
majority of the gas needed to meet peak demand requirements from the
Southwest production areas. [n addition, the Company has an aggressive
local Appalachian production gas purchase strategy that is designed to attract
new supplies to its system. The Company utilizes firm transportation service
on the-Texas Eastern, Dominion and Equitrans interstate pipeline systems to
ensure this gas is delivered to its city-gate. Finally, the Company continues to
aggressively re-negotiate gas supply contracts in an effort to provide service
at the lowest possible cost consistent with its obligation to serve firm
customers. ‘



.

Docker No. R-00050272
Item 53.64(c)(6)

Equitable’s Gas Acquisition & Management Department is responsible for
all gas supply and planning functions. This department is adequately staffed
with qualified and well-trained personnel who receive regular updates on
conforming with the Company’s least cost purchasing policy. In addition to
their industry experience, personnel responsible for gas supply and planning
attend seminars, conferences and short courses that address supply strategies
and methodologies. Additionally, they communicate continuously with gas
suppliers, producers, marketers and interstate pipeline representatives in
matters pertaining to Equitable’s fue procurement policy. Furthermore, these
personnel receive frequent updates of current trends and new developments
within the natural gas industry.

Equitable has concentrated on diversifying its supply portfolio and
purchasing from numerous sources to the extent such actions conform to the
Company’s acquisition goals. Gas supplies that are purchased from the
Southwest production areas continue to be an essential part of Equitable’s
gas supply portfolio. These supplies are used not only to meet the
requirements of customers during peak demand periods, but also to inject gas
into storage during low deinand periods. The Company has reduced the
average length of its term contracts, in some instances for a three-month
period (December-February). This will enable the Company to adjust its
portfolio to market conditions. The shorter contract lengths also allow the
Company to respond to any increased customer participation in its Choice
Program. These finm supplies are used in conjunction with the interstate spot
market to achieve a level of reliability necessary to meet Equitable’s
customer demand. Equitable continues to use the interstate spot market, on
an economic basis, to either satisfy immediate demand requirements or for

storage injection purposes.

Firm storage capacity is another essential element of Equitabie’s supply
portfolio. Storage capacity is utilized to meet the winter peak requirements of
the Company’s largely residential, weather-sensitive customer base.

In addition, storage allows the Company to purchase supplies during the non-

‘heating season to use later during winter peak periods when prices tend to

increase. This strategy allows the. Company to average its costs overa [2-
month period rather than be subject to the vagaries of the market during
periods when prices are escalating.

Equitable has a local Appalachian gas purchase strategy which consists of -
various pricing mechanisms, ranging from fixed pricing options to several
different index pricing options. This strategy attempts to encourage the
development of new, incremental supplies while also attempting to reduce
the price volatility and operational uncertainties. Equitable utilizes short-term
gas purchase agreements, long:term gas purchase agreements and existing
life- of-the-well gas purchase agreements to provide a stable, long-term
source of reliable supply.
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Equitable’s supply, transportation and storage portfolio minimizes the impact
of fraud, non-performance or interruption of performance. The Company has
a capacity release program which comports with the FERC’s capacity release
regulations and does not compromise in any way its least cost procurement
policy. Capacity release programs provide the Company the opportunity to
recover some of the fixed costs associated with holding firm interstate
pipeline capacity.

Developments within the federal regulatory arena and the promulgation of
FERC Order No. 636 directly impacted the availability and cost of natural
gas to Equitable and its customers. The Company continually monitors new
developments, such as FERC Order No. 637, in order to adequately manage
its gas acquisitions, to take advantage of new opportunities and to minimize
deliverabifity risks and/or price risks.
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Docket No. R-00061295
Item 53.64(c)(7)

EQUITABLE GAS COMPANY

Pennsylvania Public Utility Commission
52 Pa. Code §53.61, et seq.
For the Twelve Months Ending September 30. 2007

Item 53.64(c)(7) A list of off-system sales, including transportation, storage or capacity releases by the
utility at less than the weighted average price of gas, or at less than the original contract
cost of transportation, storage or capacity supplied to the utility for its own customers.

Response: The following is a summary, by month, of the off-system sales made during the twelve

months ended December 2005,
Yolumes (Dth) Revenues (§) PBRI1 {$)

January 1,227,7G7 8,5i1,464.81 261,145.81
February 1,501,760 10,406,821.74 324,793 88
March 1,796,117 12,452,109.58 211,832.30
April 1,248,738 9,349 464.89 201,983.83.
May 1,347,243 9,412,547.04 94,229.78
June 1,048,875 7,490,027.05 129,279.10
July . 1,692,237 12,479,976.90 126,143.02
August 724,466 5,852,157.00 93.061.27
September 648,724 5,150,974.32 14,434.32
October 716,641 5,566,033.65 -
November 350,600 3,561,968.43 -
December 807,135 10,646,785.41 -

The following is a summary, by month, of the capacity releases made during the twelve
months ended December 2005 at less than the original contract cost of transportation,
storage or capacity supplied to the utility for its own customers.

. Volumes (Dth) Revenues (§) PBR! (§)
January 74,400 11,160.00 11,160.00
February - - - ’
March - - -
April 54,720 7,660.80 7,660.80
May - - -
June - - -
July : . - -
August - - -
September - - -
October 18,600 2,790.00 -
November 1,190,000 166,005.00 -
December 1,550,893 207.561.28 -



Docket No. R-00061295
Item 53.64(c)(8)

EQUITABLE GAS COMPANY

Pennsylvania Public Utility Commission
52 Pa. Code §53.61, et seq.

For the Twelve Months Ending September 30. 2007

Item 53.64(c)(8) A list of agreements to transport gas by the utility through its system, for
other utilities, pipelines, or jurisdictional customers including the quantity
and price of the transportation.

Response: All transportation customers are served under Rate FDS — Firm Delivery
Service, Rate GDS — General Delivery Service, or Rate DDS — Daily
Delivery Service. None of the customers is either a utility or a pipeline.

Equitable transported 23.2 Bef of gas for the 12 months ended December
2005. Attached is a summary of the monthly volume of gas transported and
the associated revenue for the 12 months ended December 2005.

Equitable’s Tariff Gas PA PUC No. 22 contains the currently effective tariff
pages of the Delivery Service Rate Schedules. Pricing information 15
included in the Rate section of the Delivery Service Tariff pages which are
incorporated herein by reference.



EQUITABLE GAS COMPANY

Response to 52 PA Code Section 53.64(c)(8)

January 2005
February
March
April

May

June

July
August
September
October
November
December

Total

Delivery Service

Volumes

(Mcf)

3,595,759
3,165,146
3,192,039
1,512,664
1,479,814

807,527

863,677
1,068,407

942,284
1,479,154
1,987,316
3,088,726

23,182,512

Revenue
$

6,348,418
5,788,819
4,926,584
1,911,231
1,472,193
876,383
626,199
933,399
606,237
1,658,349
3,087,278
5,187,827

33,422.918

Docket No. R-00061295

Attachment



