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Q. IM.KASI-: STATE VO UK NAME AND HUS I NESS ADDRESS.

A. My name is Diane Meyer BurgralT. My address is 19 Westwind Drive. Lemoync,

Pennsylvania 17043.

Q. PLEASE DESCRIBE BY WHOM YOU ARE EMPLOYED AND IN WIIAI 
CAPACITY.

A. I am an independeni consultant retained by the Independent Oil and Gas 

Association of Pennsylvania ("lOGA").

Q. PLEASE STATE YOUR EDUCATIONAL BACKGROUND AND 
EXPERIENCE.

A. Please see Attachment A to this testimony.

Q. PLEASE DESCRIBE THE PURPOSE OF YOUR TESTIMONY.

A. The purpose of my testimony is to explain the results of my investigation of

whether Equitable Gas Company’s (“Equitable,” “the Company” or 'TGC”) 

proposed Rate AGS-Appalachian Gathering Service comports with well 

established cost causation and cost assignment principles.

Q. PLEASE SUMMARIZE YOUR C ONCLUSIONS AND 
RECOMMENDATIONS.

A. Equitable's proposed Rate AGS-Appalachian Gathering Service should be

rejected. As my testimony will describe, it is my opinion that Rate AGS was 

originally designed and approved by the PUC for a limited purpose - to permit 

Equitable to recover some of the costs of operating, maintaining and improving 

its investment in gathering facilities acquired in 2003 from its affiliate until 

Equitable was able to include such costs in its base rale case. Equitable has not 

met its burden of proving that an expansion and continuation of Rale AGS should 

he approved by the PUC as just and reasonable or that producers and marketers
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should hear virtually all of the cost responsibility for (:GC's gathering system. 

LiGC’s customers, that is, system supply and transportation customers, are the 

beneficiaries of EGC’s gathering system investment - in the form of lower natural 

gas costs - and they should bear the cost responsibility. EGC’s own tariff 

provisions and Section 1307(1) reconciliation procedures, as well as its prior 

testimony and answers to interrogatories in this current case all confirm that 

system supply and transportation customers benefit from its gathering system. In 

light of these admissions by EGC that both its system supply and transportation 

customers benefit from the gathering system, EGC’s rate proposal, which would 

shift the cost responsibility to producers and marketers is completely at odds with 

well accepted cost assignment principles and if implemented likely will result in 

end user customers losing much of the benefits of lower cost Pennsylvania 

production.

In addition, I recommend that refunds be made for certain producers who 

were inappropriately charged under Rate AGS. Also, in the event that the 

Pennsylvania Public Utility Commission rejects my recommendation to eliminate 

Rale AGS, based on policy considerations, I have set forth an alternative 

maximum Rale AGS that represents the absolute maximum cost responsibility 

that producers and marketers should bear. Finally, I make a recommendation 

regarding the funding for future gathering system investments.

EQUITABLE'S PROPOSAL FOR KATE UAGS”

Q. PLEASE DESCRIBE RATE ACS.

A. Rale AGS-Appaluchian Gathering Service is a rate designed to be charged to any 

producer who delivers gas into Equitable’s gathering facilities and to any

IIAk:82‘;S4 MNIMJ-WC5J55:
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marketer who transports gas through Rquilable’s gathering facilities. It is a 

“negotiated" rale with no ceiling or (loor charge, (u addition, Hale AGS includes 

a provision for charging “rctainage,” that is, for gas used in gathering system 

operations and for gas lost and unaccounted for on the gathering system. The 

rctainage provision is also negotiable with no ceiling or floor percentage.

Q. WHAT IS EQUITABLE'S PROPOSAL FOR RA I L AGS IN THIS CASE?

A. Equitable is not proposing to change the “subject to negotiation” portion of Rate

AGS and the rate will continue to apply only to suppliers and marketers who use 

what Equitable characterizes as its gathering “system” to transport natural gas to 

Equitable delivery service customers who either use sales or transportation 

service. However, Equitable is claiming that 100% of its gathering facilities 

inv estment, other investments that it claims are related to the gathering facilities, 

and almost all of expenses related to these investments, taxes plus a profit margin, 

should be recovered solely from rale AGS; since rale AGS by its terms is only 

applicable to producers and marketers who move gas through the gathering 

system, Equitable would attempt to recover 100% of these costs from suppliers 

and marketers. If Equitable imposes rates and shrinkage that would recover its 

alleged total cost of service at proposed rates, the cost to a local producer could be 

as high as $ 1.96 per Dili.

HISTORY OF RATE AGS

Q. IS RATE AGS CURRENTLY IN EQUITABLE'S EXISTING TARIFF OR 
IS IT A NEW RATE BEING PROPOSED IN THIS PROCEEDING?

3
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A. Equitable’s Rate AGS is part ofEtjuilable's current turilYbul was not authorized 

as a result of a base rate proceeding and is currently being applied differently than 

originally proposed.

Q. HOW DIO RATE AGS COME UNTO EXISTENCE?

A. Rale AGS, initially called ‘"Apollo Gathering Service” not ‘"Appalachian

Gathering Service,” was proposed for the first time in Equitable’s 2003

Application filing at Docket No. G-00031009, for approval to acquire gathering

facilities in Armstrong and Indiana Counties from its affiliate, Equitable Field

Services. Equitable referred to the facilities as the “PA-North Gathering System,”

even though Equitable was serving end use customers from these facilities.

In that Application filing. Equitable offered the following explanation for

the need for the acquisition to be approved:

Allowing a non-affiliated third parly to acquire the PA- 
North Gathering System could place at risk, from both an 
operational and a cost perspective, service to the 
approximately 520 essential human needs residential 
customers presently served by EGC along the System.
Exhibit DM13-1 at 2. (Application Idling)

Equitable also in the same Application stated that EGC was acquiring the

gathering facilities “for use in the public service.” Exhibit DMB-1 at 3. Finally, in

the same Application, EGC explained dial while the acquisition of the gathering

facilities “would increase rate base and operating and depreciation expense, EGC

is not proposing any increase in its existing rates by virtue of the proposed

acquisition.” Exhibit DM 13-1 at 4.

I IAR:82')54.I/INI)04'J-25.1552
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Instead, Equitable proposed providing a “gathering sen ice to those 

producers along the System route” (Exhibit DMB-I at 4) that it called Rate AGS-

Apollo Gathering Service.

Q. WAS RATE AGS-APOLLO GATHERING SERVICE LIMITED TO A 
SPECIFIC PORTION OF EQUITABLE’S GATHERING SYSTEM?

A. Yes. It was limited to the facilities being acquired and located in what EGC

referred to in its proposed tariff as its “Apollo District.” Specifically, the proposed 

tariff stated that “| t|his rale schedule shall be applicable throughout the Apollo 

District for natural gas produced in and available for redelivery in the Apollo 

District.”

Q. PLEASE DESCRIBE RATE AGS APOLLO GATHERING SERVICE AS 
IT WAS PROPOSED IN THE FILING AT DOCKET G-U(H)3I009 TO 
ACQUIRE THE PA-NORTH GATHERING SYSTEM.

A. The rate as proposed had no ceiling or lloor charge and also had a completely 

flexible retainage provision for gas lost, unaccounted for or used in company 

operations on the gathering facilities. Exhibit DMB-2 (Rale AGS-Apollo 

Gathering Service).

Q. DID THE PENNSYLVANIA PUBLIC UTILITY COMMISSION
AUTHORIZE APPROVAL OF RATE AGS APOLLO GATHERING 
SERVICE AS A RESULT OF THE 2003 APPLICATION FILING AT 
DOCKET NO. G-00031009?

A. Yes. In approving the acquisition by EGC of the PA-North Gathering System, the 

Commission also approved Rate AGS-Apollo Gathering Service.

Q. IN YOUR OPINION, WAS THE PUC’S AUTHORIZATION TO
IMPLEMENT RATE ACS-APOLLO GATHERING SERVICE AND 
CHARGE PRODUCERS FOR THE COST TO OPERATE AND 
MAIN I AIN EQUITABLE’S NEWLY ACQUIRED PA NORTH 
GATHERING SYSTEM MEANT TO BE A PERMANENT 
AUTHORIZATION?

5
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A. No, not at all. In my view the Commission was approving a temporary solution to 

assist fiquitahlc in the costs of capital improvements and the costs of operating 

and maintaining these newly acquired facilities until its next base rate case. 

Equitable had acknowledged that these costs normally "would increase rate base, 

operation and maintenance and depreciation expense.” Exhibit DMB-1 at 4. 

However, Equitable was in a rale moratorium period until January, 2006, so filing 

a base rate case was not possible. My opinion is that the (*UC wanted EGG to 

acquire the facilities so that it could continue to serve the 520 end use customers 

affected. Approval of the rate was a means to assist Equitable with the capital and 

operation and maintenance costs of the newly acquired facilities until its next base 

rate case.

Q. HOW DID EQUITABLE’S RATE AGS-APOI.LO GATHERING SERVICE 
EVOLVE INTO THE CURRENT RAPE AGS-APPALACHIAN 
(LATHERING SERVICE?

A. In EGC's 2004 Section 1307(0 case at Docket R-000491 54, EGC witness Robert 

M. Narkevic proposed changing the name of Rale AGS-Apollo Gathering Service 

to "Rate AGS-Appalachian Gathering Service” and, as he staled in his Direct 

Testimony at Docket R-00049154, he was proposing "minor changes to the 

applicability and availability of the rate schedule.” Exhibit DM13-3 (Narkevic 

testimony).

Q. WAS RATE AGS-APPALACIUAN GATHERING SERVICE APPROVED 
AS PILED IN EQUITABLE’S 2004 1307(F) CASE?

A. Yes. I should note, however, that the parties affected by the change were not 

parlies to the proceeding. The description of the change in Mr. Narkevic’s 

testimony would lead those parties who were involved in that case to reasonably

(>
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believe the changes were not substantiv e, and certainly not intended to expand 

significantly the applicability of Kale AGS.

Q. WHAT WAS THE CHANCE TO THE LANGUAGE OK THE 
“APPLICABILITY” SECTION OF THE TARIFF?

A. Before the change, the tariff stated that *‘[t]his rate schedule shall be applicable 

throughout the Apollo District for natural gas produced in and available for 

redelivery in the Apollo District." This section was changed to slate that "[ijhcse 

rales shall be applicable throughout the territory served by the Company, i.e.. 

Equitable and Apollo Districts." Exhibit DMB-2.

Q. WHAT IS YOUR CONCLUSION CONCERNING THIS LANGUAGE 
CHANGE?

A. The changes made to Kate AGS in 2004 that expanded the applicability of the rate 

beyond the Apollo District cannot be considered “minor" changes as represented 

by Mr. Narkevic unless it was intended to increase some relatively minor portion 

of the PA-North Gathering System located in the Equitable District. While the 

larifflanguage change was approval in 2004, 1 do not believe the Commission’s 

intent changed at all. Rale AGS was initially approved by the Commission in 

2003 during a rate moratorium as a result of an Application filing that permitted 

EGC to acquire the PA-North Gathering System. The purpose of the rate in my 

view, as I stated previously in my testimony, was to assist EGC in maintaining 

and improving the newly acquired PA-North Gathering System until its next base 

rale case and during its rate moratorium. For EGC to apply the rale in any larger 

context, i.e., to recover costs of investments and expenses not associated with the 

PA-North Gathering System, would have violated its rate moratorium. Mr. 

Narkevic’s own words, that the changes were “minor wording changes," confirms

l!AK:82v>J.I/INl.)04‘)-2.^3552
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that EGC was not proposing to expand Rale AGS applicability. If 1:GC has used 

(his rate for any other purpose than for volumes produced and redeliv ered 

through the PA-North Gathering System, then, in my view, EGC has done so 

without Commission authority, and is doing so in violation of this Commission’s 

intent when it approved the 2003 Application.

Q. BASED ON THIS HISTORY, WHAT IS YOUR RECOMMENDATION 
CONCERNING YOUR CONCLUSION?

A. hirst, to the extent that EGC has charged IOGA producers under Rale AGS for 

production flowing through facilities other than the PA-North Gathering System 

or has charged producers for gas that was injected directly into distribution 

facilities and did not How through a gathering pipeline at all, those producers are 

entitled to refunds. I recommend that as part of a compliance filing EGC be 

directed to provide evidence that all meters billed Rale AGS were in fact on the 

PA-North Gathering System and that the particular pipelines were property 

classified as gathering facilities. In addition, EGC should he required to furnish 

maps that clearly show which specific facilities were part of the 2003 acquisition 

and show that the meters billed under Rate AGS were on gathering lines in the 

system acquired. Equitable has provided contradictory information concerning 

the location of Rate AGS gathering facilities on the distribution system map 

provided as part of its base rale filing. Exhibit DiVIB-4 (IOGA 1-43, Vl-l}. Also 

Equitable has refused for security and confidentiality reasons to provide IOGA 

producers with maps showing the gathering facilities. For any production billed 

Rate AGS that flowed through a meter that was not on the PA-North Gathering

UAK.Sl'Jvl.l/lMfXU'l-ZSVSSi

8



I

2

3

4

5

6

7

S

9

10

11

12

13

14

15
16

17

IS

19

20

21

22

23

System or was not properly classified as a gathering line on that system, refunds 

should be made.

RATK AGS TODAY

Q. HOW IS RATK AGS USKD CURRENTLY BY EQUITABLE?

A. Currently there are 98 producers and marketers paying Rate AGS to move gas

through Equitable's gathering system for use as system supply and for use by end 

user transportation customers. Exhibit DMB-4 (OTS RS 14). They pay 

■'negotiated rates” ranging from zero to $ 1.00 per Dili and pay retainage 

percentages ranging from zero to 7.5%, Exhibit DMB-4 (IOGA l -3) The total 

revenue at present rates is $5,326,454.

Q. ARE THERE ANY END USE CUSTOMERS PAYING RA PE AGS?

A. No. System supply customers do not pay Rale AGS. Transportation customers do 

not pay Rale AGS. Only producers of Pennsylvania gas and marketers who inject 

gas into EGC’s gathering facilities pay Rale AGS.

Q. HAS IOGA TAKEN ANY ACTION AGAINST RAH. AGS PRIOR TO 
THIS PROCEEDING?

A. Yes. I understand that IOGA ftled a Formal Complaint against Rate AGS in

September 2006 at Docket C-20066800 and an Amended Formal Complaint in 

February 2008, and EGC responded with answers and new matter in October 

2006 and March 2008. Exhibit DMB-5 (amended complaint and answer) The 

complaint has been consolidated with this proceeding for hearing and 

investigation.

RATE AGS AS PROPOSEI)

HAk:S:‘J54.1/[Nr>04’)-2x!55:
9
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Q. 1*1.KASK RESTATK WHAT EQUITABLE IS PROPOSING IN THIS RA I L
PROCEEDING RELATIVE TO RA I L AGS.

A. As 1 have noted in summary above. Equitable is proposing in this proceeding that 

all of the capital costs and almost all of the operation and maintenance costs 

associated with the gathering system and costs EGC deems are related to the 

gathering system plus overhead and taxes be recovered through Rate AGS. The 

costs are proposed to be paid for in their entirety by producers and marketers. 

Equitable is proposing to raise revenue to $1 2,843,741. or by 141%, to the Rale 

AGS “customer" class.

Q. DO YOU AGREE WITH EGG’S PROPOSAL EOR RATE AGS?

A. No, and l have several reasons for my opinion which are described below.

REASONS WHY RATE AGS SHOULD NOT BE APPROVED

Q. PLEASE SUMMARIZE THE REASONS WHY YOU BELIEVE
EQUITABLE’S RA I L AGS COST RECOVERY PROPOSAL SHOULD 
NOT BE APPROVED.

A. First, the Commission has a history of allocating gathering facility costs in a 

maimer that assigns cost responsibility to all of the customers who receive the 

benefit of the gathering facilities through the use of low-cost local production that 

it delivers to customers through EGC’s transmission, distribution and gathering 

facilities. LGC’s proposal to assign cost responsibility for the gathering facilities 

to suppliers and marketers is completely contrary to the Commission’s long 

standing position.

Second, EGC’s position is contrary to well accepted cost allocation 

principles which mandate that utility investment and expenses be allocated to the 

customers who benefit from them or cause them to be incurred by the utility. The

U.-\K-.s:'>5a.mNlKl4<»-25^52
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galhcring lacililies bencfu emi user customers \vl\o enjoy lower natural gas costs 

as a result ol being able to receive Pennsylvania production through P.quitable’s 

gathering lacililies. As explained above, IXJC’s own position as recently as 2004 

supports lOGA’s position that customers are responsible for costs associated with 

the gathering facilities.

Third, EGC is attempting to recover the Kate AGS revenue requirement 

Ironi "non customers” which is contrary to traditional ratemaking principles.

Fourth, approval ofliquitable’s Kale AGS proposal will have implications 

for other natural gas distribution companies ("NGDCs”) with gathering facilities 

in the Commonwealth and could have a negative impact on availability and cost 

of Pennsylvania produced gas.

Fifth and finally Equitable’s relainage proposal places cost responsibility 

on the wrong panics and is also inconsistent with established cost of service 

principles.

The I* liC Has A Longstanding Position On The Treatment Of Gathering 
Facilities For Ratcmakint? Purposes.

Q. HAS THIS COMMISSION APPROVKI) RECOVERY OF GATHERING 
FACILITY COSTS IN UTILITY BASE RATE CASES IN THE PAST?

A- Yes. Since the 1970’s, and most likely prior to that, this Commission has 

approved the allocation of prudently incurred gathering facility costs to 

residential, commercial and industrial ratepayers, and has set rales to permit the 

recovery of such costs from those customer groups. EGC’s witness, Mr.

Fcingoid, in his testimony before this Commission at Docket R-832315 (a Peoples 

Natural Gas Company base rate in 1983), recommended that gathering facility 

costs be allocated only to system supply and transportation customers (then called

HaK:S2'>.vU/|ND04'>-253552
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"self help” customers.) He diil not allocate any costs to marketers or producers 

with good reason. From a cost causation standpoint, marketers and producers 

should not hear the costs related to gas delivery service, only the EGC customers 

receiving the delivery service who benefit from the facilities should.

1 am not aware of any gas company in this state that has rales approved in 

a base rate case that has shifted all for even any) of the costs of its gathering 

facilities onto local producers and marketers.

Q. WITH SUCH A LONG COMMISSION HISTORY OF RATK
TREATMENT FOR GATHERING FACILITY COSTS THAT ARE IN 
RATE BASE, WHAT IN YOUR OPINION HAS PROMPTED EGC TO 
ATTEMPT TO SHIFT THESE COSTS TO PRODUCERS AND 
MARKETERS AND AWAY FROM UTILITY SYSTEM SUPPLY AND 
TRANSPORTATION CUSTOMERS?

A. In my view. Equitable viewed the approval in the 2004 Section 1307(0 case of its 

“minor wording changes” to Rate AGS-Appalachian Gathering Service, which 

allowed for recovery of gathering facility costs outside of a base rate case during 

Equitable's base rate moratorium period, as opening the door to permit Equitable 

to shift all gathering investment eosts away from the delivery service customers 

who receive the benefit of EGC’s gathering facilities and Pennsylvania 

production. Now that EGC has Rate AGS in its tariff, it makes it easier for the 

Company to propose its continuation and expansion, and to argue that the 

producers and marketers are the primary beneficiaries of EGC’s gathering 

facilities. While IOGA does not deny that producers and marketers, like any 

other vendor, receive benefits when their product is purchased, they are not utility 

customers and are not receiving gas delivery service. It is the utility’s customers

12
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lhai receive benefit from a utility’s investment in rale base, and it is those 

customers of the utility who should pay for those benefits.

GATHERING l ACU H Y COSTS SHOULD BE ALLOCATED TO THE 
CUSTOMER GROUPS THAT ENJOY THE BENEFITS AND CAUSE THE 

COSTS TO BE INCURRED - SYSTEM SUPPLY AND 
TRANSPORTATION END USERS

Q. WHY DO YOU BELIEVE THA I EGC HAS IMPROPERLY ALLOCATED 
THE COS ES OF GATHERING FACILITIES AND DESIGNED RATE 
AGS TO RECOVER ALL Ol THE ALLOCATED COSTS FROM LOCAL 
PRODUCERS AND MARKETERS?

A. As Mr. Feingokl indicates, the goal of a cost of service study is to address (he 

question: “which customer or group of customers causes the utility to incur 

particular types of eosls'.’,' (R.A. Feingold Direct Testimony p. I, R-2008- 

2029325) To do that, one must identify why the Company is incurring the cost or 

what group of customers are receiving the benefit from the cost. In terms of the 

gathering facilities, EGC has incurred the gathering facility costs in order to be 

able to provide the benefits of a lower cost natural gas supply to its system supply 

and transportation end use customers. Thus, all customer classes - residential, 

commercial and industrial - benefit from the gathering facilities as EGC readily 

admits. Exhibit DMB-4 { IOGA 1-28). In addition, 3620 customers are served 

directly from gathering lines which clearly shows another use for these facilities 

by end use customers. Mr. feingold has ignored these facts when proposing to 

allocate virtually all the costs of gathering facilities to Rate AGS and Mr. Quinn 

has completely ignored these facts when he placed the burden for the gathering 

system costs on producers and marketers.

llAk.S2‘)>4.|/INI')04W2535S’
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Instead, Mr. Quinn should have eliminated Rate AGS since it had served 

its function between rate cases as I previously described and instructed Mr. 

I'eingold to allocate gathering costs not to a specific gathering service but instead 

to allocate the gathering system costs to the customer classes who caused the 

costs to bo incurred.

Q. I'LKASE DESCRIBE SOME OF THE BENEFITS THAT SYSTEM
SUm.Y AND TRANSPORTATION CUSTOMERS RECEIVE FROM 
THE GATHERING FACILITIES.

A. System supply customers receive the benefit of lower-cost Pennsylvania supplies 

that are moved from wells into EGC’s gathering system. Interstate supply can 

cost more than twice as much as Appalachian Supply including demand charges 

or 25% more excluding demand charges based on 2007 gas costs information. 

Regarding Appalachian supply, roughly “36% of total gas supply into the 

Equitable system, is delivered through some portion of these gathering assets" 

according to Mr. Wiggers recent Direct Testimony in Equitable’s 2008 Section 

1307(f) case. Exhibit DMB-3 (Wiggers Direct at 24, R- 2008-2021 160) In 

addition, 3620 residential and both small and large general service customers 

receive service directly from EGG gathering lines. Transportation customers also 

receive the benefits of local gas that is moved through the gathering facilities on 

its way to their places ofbusiness. In testimony in the 2004 Section 1307(0 case, 

Equitable witnesses Rafferty and Quinn also explained in detail the benefits of 

bringing lower cost Pennsylvania supplies to market through gathering facility 

investments in the “Northern Asset Optimization Project” (NAOP) (Exhibit 

DMB-3), and Equitable’s testimony in its subsequent Section 1307(0 cases has 

continued to emphasize these benefits.

14
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Q. IN LIGHT OF ALL THE BENEFITS THA I RESIDENTIAL,
COMMERCIAL AND INDUSTRIAL CUSTOMERS RECEIVE FROM 
EGC’S GATHERING FACILITIES, SHOULDN’T THESE CUSTOMERS 
PAY FOR THE COSTS ASSIGNED AND ALLOCATED TO RATE AGS?

A. Yes, absolutely. The costs were incurred for the benefit of end use system supply 

and transportation customers and they should bear the cost responsibility.

Q. DOESN'T EGC CLAIM HOWEVER THAT PRODUCERS AND 
MARKETERS ARE THE PRIMARY BENEFICI ARIES OF THE 
GATHERING FACILITIES AND SHOULD PAY FOR THE COSTS OF 
THOSE FACILITIES?

A. Yes. Equitable now is making that claim, but that is a complete reversal of its 

prior position. As recently as 2004, IHGC held the view that system supply 

customers should bear cost responsibility for the gathering facilities and 

improvements because they benefited directly from these investments. Before l 

expand on my answer, I will give a brief history of LGC’s gathering facilities.

In EGC’s last base rate case of 1996-97, EGC had no gathering facilities 

since it had in years prior transferred its gathering facilities to other Equitable 

affiliates. Equitable Gas began to reacquire gathering assets in 1999 with the 

Carnegie Gas acquisition. EGC followed with the PA-North acquisition in 2003 

from Equitable Field Services. The Crooked Creek gathering assets were added 

sometime between 2003-2006. According to Equitable’s testimony in its 2008 

Section 1307(0 case, it added Crooked Creek gathering facilities from Equitrans, 

LP in 2006, but a discovery response indicates the Crooked Creek facilities were 

part of the PA-North acquisition in 2003. Exhibit DMB-4 (IOGA [11-6).

In 2004. when EGC Hied its Section 1 307(0 vase at Docket R-00049154, 

it had recently acquired the PA-North Gathering System and had recently 

received approval for its Rate AGS-Apollo Gathering Service. As previously

1 5
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mentioned, l:XiC was in a base rale moratorium until January 1. 2006. In its 2004

Section 1307(0 ease, l:GC made two proposals relative to its gathering system. 

One received a great amount of attention from the parlies and the other did not.

The first of those proposals was to amortize the $6.6 million cost of live 

gathering facility capital projects over 6 years and to recover those costs through 

the 1307(0 gas cost process from system supply customers as gas related costs. 

These projects all involved making capital improvements to the recently acquired 

PA-North Gathering System and to the Carnegie facilities acquired a few years 

earlier. These projects were collectively referred to as the “Northern Asset 

Optimization Project” or “NAOP."

In that 2004 filing, Mr. Rafferty, a witness for EGC, on pages 19-24 of his 

Direct Testimony, described the benefits that system supply customers will enjoy 

and gas cost savings that will accrue to system supply ratepayers as a result oflhe 

gathering facility investments. On page 24 of his Direct Testimony, Mr. Rafferty 

stated: ‘The Company believes there can he signincnnl savings to PGC customers 

if these projects are completed.” In his Rebuttal Testimony on page 10 in the 

same docket, EGC witness Mr. Quinn stated that 'The vast majority oflhe benefits 

associated with the project [the NAOPJ will accrue to the PGC rale customers.” 

Exhibit DMB-3 (Direct Testimony of Rafferty, and Rebuttal Testimony of Quinn, 

at Docket R-00049154)

So in 2004, EGC’s position was that the gathering facility investment 

benefited system supply customers and that those same customers should pay for 

these investments.

16
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The second proposal in CGC’s 2004 1307(1), the one that received no 

attention from the parties, was Mr. Narkevie's "minor wording changes” to Rate 

AGS that I addressed earlier.

Thus, in that 2004 case, EGC had proposed two plans for recovering 

gathering facility costs from customers during their rate moratorium. The first, 

called the NAOP proposal, was to collect capital investments in the PA-North 

Gathering System as a part of gas costs to he recovered from system supply 

customers through the 1307(1) process. The second was the Rate AGS minor 

language changes that made no substantive change to the rale that allowed EGC 

to recover some portion of PA-North Gathering System costs front producers and 

marketers during EGC’s base rate moratorium and until its next base rale case.

Clearly, in 2004 it was not EGC’s position that producers and marketers 

were the primary beneficiaries of the gathering facilities, or it would not have 

proposed to recover $6.6 million in capital investments in those facilities from 

system supply customers. In 2004, EGC shared lOGA’s view that system supply 

customers are beneficiaries of the gathering facilities and should pay for their 

cost.

The statutory panics in EGC’s 2004 Section 1307(0 case, namely the 

OTS, OCA and OSBA, were all opposed to EGC’s NAOP proposal to recover 

gathering facility investment costs through the 1307(1) gas cost process from 

system supply customers. Those parlies did not address the Rale AGS minor 

wording changes most likely because those changes did not affect their

17
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constilucncics and because the tariffehanges described by Mr. Narkevic did not 

appear to be substantive.

Q. WHAT WEKK THE OBJECTIONS OF THE OTS, OCA AND OSBA TO 
EQUITABLE’S NAOP PROPOSAL IN EGC’S 2004 SECTION 1307(F) 
CASE ?

A. Mr. Gruber, from OTS, stated in his Direct Testimony on page 16, that "they [the 

NAOP cosis| arc not gas costs. They are costs associated with plant used lor the 

collection and delivery of gas. Typically these costs are included as part of the 

Company’s rate base and included in base rates. The inclusion in the PGC would 

send inappropriate signals as to the price of gas.”

Mr. Kalcic of the OSBA staled in his Surrebutlal Testimony on page 3 in 

the same case that "if such costs were properly recovered in base rales, both 

transportation customers and sales customers would contribute toward cost 

recovery ” (Emphasis added).

Mr. Mieiv.wa of the OCA also advocated recovery of these costs through 

base rates and held the opinion that if a capital investment such as NAOP reduces 

gas costs, the utility should be required to pursue the project regardless of a cost 

recovery procedure. In his Surrebultal Testimony, Mr. Mierzwa staled on pages 

15-16 when discussing the NAOP proposal that "witness Quinn fails to 

distinguish between PGC customers and transportation customers in his analysis. 

That is, he incorrectly assumes that PGC customers should bear the complete 

responsibility for NAOP costs. As 1 explained in my direct testimony, 

transportation customers should also bear NAOP cost responsibility.” Exhibit 

DMB-3 (Direct Gruber at 16, Rebuttal Kalcic at 3, Surrebultal Mierzwa at 15-16, 

R-00049154).
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Thus, neither the Company - nor any other parly in the 2004 proceeding • 

suggested that these NAOP gathering facility investment, costs were primarily to 

benefit producers and marketers or that producers and marketers should bear any 

of the cost responsibility.

Q. WHAT WAS F.GC’S RESPONSE TO THESE OBJECTIONS?

A. Mr. Quinn, in his Rebuttal Testimony on page 5, stated regarding the S6.6 million 

of gathering facilities investment: ‘The NAOP represents direct costs incurred for 

the improved deliverabilily of Pennsylvania produced gas to Equitable’s 

distribution system which directly benefits PGC rate customers." Exhibit 

DMB-3 {Quinn Rebuttal at 5 (emphasis added) Docket R-0004yi54).

Q. HOW WAS EGG’S 2004 SECTION 1307(F) CASE AT DOCKET R 
00049154 RESOLVED?

A. EGC settled the Section 1307(1) case in 2004 case and abandoned the request for 

NAOP cost recovery from system supply customers through its 1307(f) 

mechanism. However, through Rate AGS, Equitable had found a way to continue 

to recover gathering facilities costs outside of a base rate case during its rale 

moratorium period, and apparently its new view that producers and marketers 

should pay for the gathering facilities in its entirely started to take shape. At the 

end of 2004, three months after receiving approval for its newly worded Rale 

AGS-Appalachian Gathering Service, Equitable moved all of its gathering 

facilities to Non-Utility Properly on its books of account.

Q. IS EQUITABLE IN THIS PROCEEDING NOW ATTEMPTING TO 
RECOVER THESE NAOP COSTS-THOSE SAME INVESTMENT 
COSTS THAT EGC INSISTED IN ITS 2004 SECTION 1307(E) CASE 
PROVIDED SIGNIFICANT BENEFITS TO SYSTEM SUPPL Y 
RATEPAYERS - FROM PRODUCERS AND MARKETERS THROUGH 
RATE AGS?

19
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A. Yes. as well as other gathering facility investment. The NAOP projects arc all 

now complete, in service and claimed in rate base. Mr. Quinn and EGC have 

completely changed their minds in the last four years about who arc the 

beneficiaries of gathering facility investments and who should pay the costs. For 

example, on page two to its Answer to Amended Complaint With New Matter in 

Docket C-20066800 filed in March of 2008, Equitable states “it is appropriate that 

producers pay the cost of facilities installed to enable them to bring their gas to 

market.” Exhibit DMB-5 - Answer at 2.

So, EGC now insists that producers and marketers “may well be primary 

beneficiaries of the gathering system” when just four years ago EGC insisted that 

system supply customers were the primary beneficiaries. Exhibit DMB-4 ( IOGA 

I-13). Over the last nine years, EGC has been reacquiring gathering facilities, but 

its reasons for doing so are not clear. If Equitable insists that the primary 

beneficiaries of these facilities are now producers and marketers, why would EGC 

- as a public utility - want to keep acquiring these facilities and putting them in 

its related rale base instead of using its capital to invest in projects that primarily 

benefit its own customers?

The simple answer is the investments made by EGC in its gathering 

facilities are and always have been for the benefit of its own system supply and 

transportation customers. The gas that conics into EGC's gathering facilities is 

either used for system supply or delivered to EGC transportation customers. 

Exhibit DMB-4 ( IOGA IV-15). EGC's customers enjoy the gas cost savings that 

Pennsylvania gas provides, and EGC's investments in projects that improve

UAK.H2^>UaNO04')-25355I

20



I

2

-v3
4
5

6

7

S
9

10
11

12

13

14

15

16

17

IS

19

20
21

22

23

24

25

26

deliverabiliiy of local gas should be borne by those who cause those costs to be 

incurred - the customers who obtain the benefits .

Q. DON’T PRODUCERS AND MARKETERS RECEIVE A BENEFIT FROM 
BEING ABLE TO TRANSPORT THEIR PRODUCT THROUGH 
EQUITABLE’S GATHERING FACILITIES?

A. Yes but, the benefit they receive is not as a gas delivery service customer of 

public utility service but as a supplier or vendor.

EGC IS ATTEMPTING TO RECOVER GATHERING FACILITY 
INVESTMENTS FROM “NON CUSTOMERS”

Q. DOES EGC CONSIDER PRODUCERS AND MARKETERS TO BE 
CUSTOMERS OF EGC?

A. EGC’s view on the subject depends on the circumstances. EGC did not provide 

notice to Rate AGS “customers" of its intent to file for an increase in rales, 

probably because they do not view producers and marketers as “jurisdictional 

customers." Exhibit DMB-5 - Answer at 5. EGC’s tariff also stales that the 

customers to whom service is provided are comprised of “Residential 

Customers," Commercial Customers," “Industrial Customers" and “Heating 

Customers.” EGC Tariff, First Rev ised Page No. 5. Thus, it seems EGC does not 

treat producers and marketers as customers, except when it is time to bill them.

Q. ARE THERE INSTANCES WHEN A SUPPLIER COULD BE A 
CUSTOMER OF A UTILITY?

A. Utilities do provide some services to suppliers and marketers that are ancillary to 

the provision of gas service, such as balancing, banking and storage. These 

services do not involve charging suppliers for rate base investments and ongoing 

operation and maintenance of the utility’s facilities that were installed for the 

benefit of the utility’s sales and delivery service customers.

HAlCSiW l/IN[)04')-25.'552

21



I
?

4
5

6

7

8

9

10

1 1

12

12

14
15
16
17

18
19
20
21
22

23

24

25

26

27

28

q. ii im: rue \yi:kk to allow ra i l ags to remain a service
IN EGO'S TARIFF, AND PERMIT EGO TO RECOVER ITS RATE BASE 
AND RETURN ON INVESTMENT FROM PRODUCERS AND 
MARKETERS,WOULD THE COMMISSION BE CHANGING THE 
DEFINITION OF “THE PUBLIC” REGARDING UTILITY SERVICE?

A. Yes, in my view. If the Commission allows Rate AGS to remain effective as 

proposed in this proceeding, and permits EGG to recover all the costs of its 

gathering facilities - including a return on its investment and overhead costs -- 

from producers and marketers who receive no natural gas utility service from 

EGC and who are not considered "‘jurisdictional customers” even by EGC itself, 

then in my view, the definition of “public” in terms of utility service to the public 

and the definition of "rate base” in terms of "used and useful in the public 

service'’ will have been changed.

APPROVAL OF RATE AGS WILL H AV E IMPLICATIONS FOR OTHER 
GAS UTILITIES THAT HAVE GATHERING FACILITIES IN THE 

COMMONWEALTH AND COULD HAVE AN ADVERSE IMPACT ON THE 
AVAILABILITY AND COST OF PENNSYLVANIA PRODUCED GAS

Q. WOULD THE ALLOCATION OF GATHERING FACILITY COSTS TO 
PRODUCERS AND MARKETERS AND THE RECOVERY OF ALL 
THESE COSTS FROM PRODUCERS AND MARKETERS HAVE AN 
EFFECT ON THE AVAILABILITY TO EGC CUSTOMERS OF LOCAL 
PRODUCTION GAS?

A. If Rale AGS is permitted to remain effective as proposed in this proceeding, 

producers and marketers in Pennsylvania - instead of system supply and 

transportation customers - will likely be forced by all Pennsylvania utilities that 

have gathering investment in rate base, into paying for all of the costs of 

installing, operating and maintaining utility-owned gathering facilities which 

could have adverse consequences on the availability and cost of Pennsylvania

22
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produced i»as supplies. Mr. Crist and individual IGGA producers will address 

these issues.

In addition, a decision to permit recovery of gathering facility costs from 

producers and marketers instead of from system supply and transportation 

customers will achieve exactly what the statutory parlies opposed in EGC’s 2004 

1307(f) case at R-00049154. i.c., shift gathering system investment from base 

rales into gas costs.

EQUITABLE’S RETAINAGE PROPOSAL PLACES COST RESPONSIBILITY
ON THE WRONG PARTIES

Q. PLEASE DESCRIBE EQUITABLE’S RETAINAGE PROPOSAL. UNDER 
RA PE AGS.

A. EGC is proposing to charge producers and marketers the costs associated with gas 

lost and unaccounted for on the gathering facilities and company use fuel through 

a "negotiated” retainage percentage.

Q. DO YOU AGREE WITH THE COMPANY'S POSITION THAT
PRODUCERS AND MARKETERS SHOULD BEAR ANY OF THE COST 
FOR GAS LOST OR UNACCOUNTED FOR ON THE GATHERING 
FACILITIES?

A. No. Separate and apart from whether gathering facility investment should he 

allocated entirely to producers and marketers, gas lost and unaccounted for 

through the gathering facilities should be paid for by system supply customers and 

transportation customers up to a reasonable limit as a cost of operating the 

facilities, just as such gas costs on the distribution and transmission pipelines are 

recovered. Above that reasonable limit, the cost should be borne by shareholders 

of EGC as an incentive to keep its gathering facilities functioning properly.

23
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Q. DO YOU AGRKK THA I COMPANY USK I Ul.l, SHOULD UK CHARGKD 
TO PRODUCI’RS AND MARKLTLRS?

A. No I do not. The operation of compressor stations is pail of the cost ofdelivering 

the gas lo customers and is not a cost that should he borne by producers and 

marketers. In some cases, the compressor stations for which retainage under Rate 

AGS is being charged are not even classified as “gathering plant” on BGC’s 

books of account. Exhibit DMB-4. (IOGA 1-41). Specifically, the majority of the 

investments in the Creighton, fisher, and Shoemaker compressor stations arc 

considered transmission plant and approximately one-third of the investment in 

the Village station is considered transmission plant on I'GC’s books. I:GC is 

assessing to producers and marketers costs of operating stations that are not even 

gathering investment on BGC’s books. Compressor station fuel costs should be 

borne by system supply and transportation customers as part of the operating costs 

of delivering gas to them.

RLCOMMKNDATION

Q. MS. BURGRAIT', YOU IIAVK EXPLAINED THE REASONS WHY YOU 
BELIEVE THAT GATHERING FACILITY INVESTMENT AND 
EXPENSES SHOULD BE ALLOCATED TO SALES AND DELIVERY 
SERVICE CUSTOMERS RATHER TH AN TO LOCAL PRODUCERS 
AND MARKETERS THROUGH RATE AGS. HOWEVER, IF THE 
COMMISSION DISAGREES WITH YOUR RECOMMENDATION AND
DECIDES THA I’ IT WANTS PRODUCERS AND MARKETERS TO 
CONTRIBUTE TO THE OVERALL CAPITAL, OPERATING AND 
MAINTENANCE COSTS OF EQUITABLE'S GATHERING FACILITIES, 
WHAT CHANGES TO THIS RATE DO YOU RECOMMEND?

A. First, Equitable should be required to prove that all of the facilities that it has

allocated or assigned lo Rate AGS properly belong in that classification. Second, 

the rates and retainage percentages are now “negotiable” with no ceiling charge, 

and Equitable proposes no change lo this. Equitable should be required lo set a

24
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maximum charge for ihe service under the rale schedule and adhere to the

Commission's "two-pronged lest” for determining when discounting is acceptable 

because liGC’s position is that there is no "discounting’' of charges under Rale 

AGS because the rates are "negotiated." In no case should a rale above the 

maximum charge be charged. (Presently EGC is charging a $1.00 per Dlh 

gathering rale under Rate AGS to some producers and marketers which is above 

the cost of service at proposed rales of $0.89 per Dili rale not including the effect 

of retainage) Exhibit DMB-4 (IOGA 1-8).

Q. WITH RESPECT TO THE I IRS I ISSUE, WHAT SPECIFIC FACILITIES 
ARK YOU QUESTIONING AS TO WHETHER THEY SHOULD BE 
ALLOCATED OR ASSIGNED TO RATE AGS?

A. I'irsl. certain compressor facilities that are shown on fu.|uilable’s books as

transmission compressor stations have been charged to Rate AGS, including the 

fuel used in those stations. Those stations were mentioned previously in my 

testimony. Equitable should be required to demonstrate why the capital and 

operating costs of these stations are included in Rate AGS.

Regarding the gathering lines themselves, many of these lines were 

formerly part of the Carnegie and Apollo systems, and they were used to directly 

serve customers. Now even though there are over 3600 customers served directly 

from these lines, Equitable has classified these lines as gathering lines and is 

charging producers and marketers for those pipeline costs instead of the customers 

who are served from them. Equitable should be required to clearly show which 

facilities arc gathering and which are distribution, and why they are properly 

classified as such.

25
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Q. 1)0 YOU HAVE ANY OBSERVATIONS CONCERNING THE 
-NEGOTI ATED RATE” PROVISIONS OF RATE AGS ’

A. Yes. EGC is cunenlly permitted to "negotiate” the transportation rate component 

of Rate AGS with producers and marketers and also "negotiate” the retainuge 

percentage component. I0GA has attempted through discovery to find out the 

reasons why Equitable charges at time less than the highest rale of $ 1.00 per Dili 

that it is currently charging for gathering transportation component. Equitable did 

not make clear in its response to IOGA 1-3 (Exhibit DMB-4 ) if it was just 

ignoring pan of the question on this subject or claiming confidentiality. IOGA 

asked again in IOGA II1-5 (Exhibit DMB-4) and was told by Mr. VViggers that the 

reason for the charging less than their highest gathering rate that they currently 

arc charging of $ 1.00 per Dili was that the rale was "negotiable.” There is no 

ceiling or floor charge for Rate AGS currently - it is completely at EGC’s 

discretion for producers that have no v iable economic alternatives. Equitable is 

unwilling to disclose the reasons why they are charging the wide variety of rates 

and retainuge percentages that they are charging to producers and marketers.

In response to discovery and as previously mentioned, the rate needed to 

recover gathering allocated costs from suppliers and marketers under EGC’s cost 

study at proposed rales, without reiainage, is SO.89 per Dth. Exhibit DMB-4 

(IOGA 1-8). EGC is estimating to add 730,000 Dth of additional gathering 

throughput in the future lest year at $ 1.00 per Dth rate. Also, EGC plans to 

"negotiate” higher rates under existing agreements resulting in an additional 

$391,921 of revenue in the future test year. Exhibit DMB-4 (IOGA 1V-3 and IV-

26
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4). liGC's ability to raise its rates at will for recovery of rale base and expenses 

should not be allowed.

I recommend that EGC be required to set maximum gathering rales that 

may be charged and be required to adhere to the Commission’s policies 

concerning when the discounting of rales is an acceptable practice. The current 

ability of EGC to charge whatever it wants or can extract based on ''negotiation” 

is completely unfair when the other party to the negotiation (namely the producer) 

has no leverage because EGC is the only economically viable pipeline alternative 

available for gathering the producer’s gas. EGC's proposal to continue a 

completely negotiable rale amount should be rejected.

Q. DO YOU BELIEVE RATE AGS COSTS SHOULD BE SHARED BY BOTH 
UTILITY SERVICE CUSTOMERS AND PRODUCERS AND 
MARKETERS WHO USE THE GATHERING FACILITIES BY WAY OF 
A RATE AGS CHARGE?

A. No. IGGA’s position is that the costs of EGC's gathering facilities should be 

borne by the utility service customers of the utility. As noted, lOGA’s position 

was shared by Mr. Eeingold when he testified before this Commission in the base 

rate case previously referenced and has been the position of this Commission for 

well over thirty years.

However, if this Commission now feels that it is lime to depart from its 

long held view, and require producers and marketers - who are not customers of 

the utility - as a matter of policy to share the costs of gathering facility rale base, 

expenses and overhead, then producers and marketers should only be required to 

pay a share of gathering facility costs, but certainly not all of them. Other classes

27
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of customers arc the primary if not sole beneficiaries of these facilities and should 

be required al the very least to pay the bulk of the costs.

If the Commission wants to make this policy decision to require producers 

and marketers to share in the costs that a public utility incurs for investment in 

and maintenance of a gathering system, then the most that should be charged 

under Rate AGS to producers and marketers is 27 cents, based on proposed rates. 

This charge was derived by taking 30% of the cost-of-sorvico rale at proposed 

rates of 89 cents for Rate AGS as computed by F.GC in response to IOGA 

discovery as shown in Exhibit DMB-4 (IOGA 1-8). 30% represents the 

relationship of gathering throughput to total deliveries which is a reasonable 

approach in my view for apportioning some of the costs of the existing gathering 

system if this policy decision is made. I should note, however, that if the revenue 

requirement at proposed rates is reduced in the final outcome of this proceeding, 

then the 27 cent rate that I have recommended under this alternative should be 

reduced proportionately using the calculation 1 have described.

I want to emphasize that my strong recommendation is that producers and 

marketers should not he required to pay for gathering system facilities that arc in 

rate base and installed for use in the public service.

IMPACT ON KATES

Q. 11 YOUR RKCOMMIZNI) VI ION TO CANCEL RATE AGS IS
APPROVED, WHAT IS THE IMPACT ON CUSTOMERS OF EGG?

A. As 1 have previously stated, 1 recommend that all of the costs of Equitable’s

gathering facilities and other non-gathering costs that have been allocated to Rate 

AGS be recovered from FGC’s residential, commercial and industrial customers.

28
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Using Mr. Feingold's revised cost studies that were furnished in response 

to a discovery rcLjucst Exhibit DMB-4 ( IQGA VI-5K if Rate AGS is eliminated 

the revenue increase required to achieve the full cost of service from the 

residential class ranges from $43,160,000 to $52,441,000. IOGA recommends a 

rate increase of $47,000,000 which is near the middle of the range of 

reasonableness. This would be a revenue increase of 43% instead of the 

Company’s recommendation of 37%.

For the general sendee classes of customers, the revenue increase required 

to achieve full cost of service ranges from $4,950,000 to $14,230,000. IOGA 

recommends an increase to the general service customers of $10,391,000 or near 

the middle of the range of reasonableness. This equates to an increase of 24% 

over present rates instead oflhe Company’s recommendation of 10%. Exhibit 

DMB-4 (IOGA VI-5).

FUTURE OF KATE AGS

Q. DO YOU BFUEVE THAT BETWEEN RATE CASES, THAT EGC
SHOULD HAVE THE OPPORTUNITY TO IMPLEMENT A RATE OR 
PROGRAM THAT WOULD ENABLE IT TO RECOVER SOME 
PORTION OF GATHERING FACILITY INVESTMENT FROM 
PRODUCERS AND MARKETERS UNDER SPECIFIC GUIDELINES?

A. IOGA would not be opposed to a rate or program that would allow specific and 

defined capital investments in gathering facilities to be recovered in pail from 

IOGA members, if the investment was developed through a collaborative 

approach with producers and could be shown to have significant benefit to IOGA 

members while also benefiting end use customers of EGC. The key to Ibis 

proposal is that IOGA members would have input up front and receive significant 

benefit from the investment, but of course the investment would have to be a

29
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project that l-GC would not need to do anyway as pail ol'its obligation to procure 

least cost supply for its ratepayers and to maintain system safely and reliability.

IOGA would favor a collaborative approach to developing such a program 

after this proceeding to be filed at a future date with the Commission. Such a 

program could be a “win" for all parlies if such a program encouraged investment 

by EGC dial it would not otherwise need to make and provide more local 

production for Pennsylvania ratepayers while providing benefit to IOGA 

members by enabling them to gel more gas to market.

Q. IF EGC COULD DEMONSTRATE THAT IT HAD A CAPITAL
INVESTMENT PROJECT INCLUDED IN THIS FILING THAT FELL 
INTO THE CATEGORY TH A I YOU HAVE JUST DESCRIBED (THA I 
IS A PROJECT THA I BENEFITS NOT ONLY SYSTEM SUPPLY 
CUSTOMERS AND TRANSPORTATION CUSTOMERS, BUT ALSO 
PRODUCERS AND/OR MARKETERS AND WOULD BE A PROJECT 
THA I EGC WOULD NOT NEED TO DO AS PARI OF ITS 
OBLIGATION TO ACQUIRE LEAST COST SUPPLY) WOULD YOU 
SUPPORT A CHARGE IN THIS PROCEEDING TO PRODUCERS 
AND/OR MARKETERS FOR SUCH A PROJECT?

A. Yes. While this project may not have not gotten significant producer input in 

advance of its development, EGC’s future test year project (I believe it is called 

the “Limestone Project”) for $ 13.8 million for the installation of a 10,000 feet 8 

inch mainline and the construction of a new compressor station with a 

dehydration unit to the new Lshbatigh interconnection with Dominion 

Transmission may be such a project. Without additional information, I am not 

sure if it is the type of project that I am envisioning in my proposal. If this project 

enables EGC to reduce its interstate pipeline contracts for the benefit of system 

supply customers or provides some other significant benefit to system supply 

customers and also enables producers to get incremental gas supplies to market -
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and in addition if this project would not be cost-effective for .system supply and 

transportation customers without producer contributions to the cost - then it may 

be type of project that 1 am envisioning where producer contributions may be 

appropriate. liGC would need to demonstrate clearly what benefits accrue to 

system supply and transportation customers from the project and what benefits 

accrue to producers from the project. CGC would need to demonstrate that this 

project would either not need to be done anyway as part of its obligation to 

acquire least cost supply or could not be done cost effectively for its system 

supply and transportation ratepayers absent producer contributions.

Q. ASSUMING EGG CAN MAKK THESE DEMONSTRATIONS THAT YOU 
HAVE JUST OUTLINED, COULD CHARGING PRODUCERS BE 
APPROPRIATE FOR THIS PROJECT?

A. Yes. It could be appropriate to have producers voluntarily agree to contribute a 

portion of the cost of the specific project if producers could receive significant 

benefits from the project and the project met the conditions l outlined in my 

previous answer.

Q. DO YOU KNOW IE EGC HAS ALREADY TAKEN STEPS TO OB I AIN 
PRODUCER COMMITMENT TO PAY AN INCREMENTAL 
GATHERING CHARGE RELATED SPECIFICALLY TO THE 
LIMESTONE 2008 CAPITAL PROJECT?

A. By letter-agreement dated May I, 2007 from Mr. Rafferty to producers, EGC 

explained its intent to collect an incremental $0.25 per Dth from producers who 

How more volumes because of the project. Exhibit DMB-6 (Rafferty letter) It is 

my understanding that revenues related to the Limestone Project arc reflected in 

the future lest year revenues in this filing. These contributions by producers were 

not treated as eontributions-in-aid-ofconslruction (“C1AC), but instead as other
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operating revenue. Of course, EGC has not yet provided any demonstration that 

this project should not he done anyway without any producer contributions as part 

of its obligation lo acquire least cost gas supplies. Until that demonstration is 

made, producer contributions - whether as revenue or CIAC -• are premature and 

inappropriate. If hGC has begun collecting contributions relative to this project, 

they should be refunded until EGC clearly demonstrates that this proposal should 

not be done without producer contributions under its obligation to acquire least 

cost supplies for its customers.

Q. TO CONCLUDE, COULD YOU PLEASE RESTATE YOUR 
RECOMMENDATIONS IN THIS PROCEEDDINC.

A. I recommend that:

(1) Rale AGS be eliminated from Equitable tariff. It has served its 

purpose, that is, to permit EGC to recover a portion of the costs of the PA North 

Gathering System that acquired in 2003 until its next base rate case.

(2) Refunds be made to producers who were inappropriately charged 

Rate AGS who have meters that were either not on the PA North Gathering 

system at all or connected lo distribution facilities and not to gathering facilities 

of EGC.

(3) EGC collaborate with producers lo develop a cost-sharing program 

to be filed with the Commission that encourages gathering investments when 

those investments can benedt not only EGC’s customers but also producers.

These investments would be those that would bring more Pennsylvania supplies 

to customers of EGC but would not need lo be done by EGC anyway as part of its 

obligation to acquire least cost supply or for safety and/or reliability reasons.

32
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(4) Finally, l recommend that EGC refund any amounts collected front 

producers relative to the Limestone project until EGC can demonstrate that the 

project would not need to be done without producer contributions as part of its 

obligation to acquire least cost gas supply.

Q. ARE THERE ANY OTHER ISSUES THAI YOU WOULD LIKE TO 
ADDRESS IN YOUR DIRECT TESTIMONY?

A. Yes, to the extent that there is outstanding discovery or discovery received within 

the last day or two that is still in need of review and was past due when received, 1 

reserve the right to amend or supplement my direct testimony.

Q. DOES THAT CONCLUDE YOUR DIRECT TESTIMONY?

A. Yes it does.

11AK.82^54.1/ IN 1)04^-25.IS52
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Attachment A

Diane Meyer Burgraff received her B.S. from West Virginia University with a major in 
mathematics and received her M.B.A. from the University of Pittsburgh. She also graduated 
from a six-week full time executive education program from the University of Pittsburgh. She 
was employed for almost twenty-five years with the Peoples Natural Gas Company in Pittsburgh, 
PA. There the former Mrs. Meyer, held positions of increasing responsibility beginning as a Cost 
Analyst working on rate cases and budget project analyses. She was promoted to Assistant 
Director of Rates from 1981-1984, and then to Director of Rates from 1984-1990. She was 
elected Vice President of Financial and Rates from 1991 until a corporate realignment in 1997 
w hen many financial responsibilities moved to CNG Corporate. After 1997 until her departure 
from Peoples Gas in 1999, she was Vice President of Rates and Regulatory Affairs. As Financial 
Vice President, Mrs. Burgraff was responsible for Accounting, Treasury, Rates ami Budget 
functions. For two years she also was also responsible for the Information Technology area.

At Peoples Gas, Mrs. Meyer testified in every base rate case from 1981 -1999, almost 
every gas cost proceeding during that time frame, and many other complaint cases and other 
cases involving her former employer in various courts.

Since leaving Peoples Gas, Diane Meyer Burgraff has worked as an independent 
consultant and has testified for the PA Office of Consumer Advocate and the WV Consumer 
Advocate Division of the Public Service Commission. She has also submitted testimony in R- 
00049783, a case involving Columbia Gas. She has also worked as a consultant for Gannett 
Fleming, Inc. on water, wastewater and natural gas matters.
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April 1. 2003

James J. McNulty, Secretary 
Pennsylvania Public Utility Commission 
Commonwealth Keystone Building 
400 North Street 
P. O. Box 3265 
Harrisburg, PA 17105-3265

Ciiari.ks K Thomas 
(pma - mnaj

In re: Docket No.
Application of Equitable Gas Company for Such Approvals as Are Necessary in 
Connection with Its Acquisition of the PA-North Gathering System from Its Affiliate. 
Equitable Field Services, LLC, and Its Proposed Gathering Service Rate Schedule

Dear Secretary McNulty:

Enclosed for filing on behalf of the Equitable Gas Company Division of Equitable Resources, Inc 
are an original and three (3) copies of the Company's application for such approvals as are necessary in 
connection with its acquisition of the PA-North Gathering System from its affiliate, Equitable Field Services, 
LLC, and its proposed gathering service rate schedule.

If the Commission should have any questions or need any additional information, please contact 
Daniel L. Frutchey, the Company’s Senior Vice President and General Counsel, at 412-395-3202 or the 
undersigned at 717-255-7615.

Very truly yours,

THOMAS, THOMAS, ARMSTRONG & NIESEN

Charles E. Thomas

Enel.
cc: Office of Trial Staff (w/encl.)

Office of Consumer Advocate (w/encl.) 
Office of Small Business Advocate (w/encl.) 
Daniel L. Frutchey (w/encl.)
Stephen C. Rafferty (w/encl.)

03043iMcN-jflr
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Before Tlie
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Application of Equitable Gas Company 
for Such Approvals as Are Necessary 
in Connection with Its Acquisition of 
the PA - North Gathering System from 
Its Affiliate, Equitable Field Services, 
LLC, and Its Proposed Gathering 
Service Rate Schedule

Docket No.

TO THE HONORABLE PENNSYLVANIA PUBLIC UTILITY COMMISSION:

AND NOW, conies Equitable Gas Company ("EGC"), a division of Equitable 

Resources, Inc., by its attorneys, and applies to the Pennsylvania Public Utility 

Commission ("Commission'') for such approvals as are necessary in connection with its 

acquisition of the PA - North Gathering System from its affiliate, Equitable Field Services, 

LLC (“EPS”) and its proposed gathering seivice rate schedule. In support of this 

Application, EGC represents as follows:

BACKGROUND

1. EGC is the regulated utility division of Equitable Resources, Inc. EGC is 

engaged in the purchase, distribution, sale and transportation of natural gas and serves 

over 259,000 residential, commercial and industrial customers in the City of Pittsburgh 

and adjacent territories in Allegheny, Armstrong. Butler, Clarion, Fayette, Greene, Indiana, 

Jefferson. Washington and Westmoreland Counties in Southwestern Pennsylvania

2. EPS is a Delaware Limited Liability Company. EPS is engaged in the 

provision of gathering and gas purchases from field lines and owns approximately 107 

miles of gathering pipeline in Armstrong and Indiana Counties which EPS refers to as its 

PA - North Gathering System. EGC provides retail natural gas service to approximately 

520 essential human needs residential customers along the PA - North Gathering System.



3. EGC and EF-'S propose to enter into a Bill of Sale and Assignment pursuant 

to which EGC will acquire the PA - North Gathering System from EFS.

APPROVAL OF BILL OF SALE AND ASSIGNMENT WITH AFFILIATE

4. Section 2102(a) of the Public Utility Code, 66 Pa. C.S. §2102(a). provides 

that no contract or arrangement for the purchase, sale or exchange of any property 

between a public utility and any affiliated interest shall be valid or effective unless and until 

such contract has received the written approval of the Commission.

5. Section 2102(b) of the Public Utility Code, 66 Pa. C.S. §2102(b), provides 

that it shall be the duty of every public utility to file with the Commission a verified copy of 

contracts with affiliated interests and that the Commission shall approve such contracts 

only if it shall clearly appear and be established upon investigation that the contract in 

question is reasonable and consistent with the public interest.

6. Section 2102(b) further provides that no contract with affiliated interests 

shall receive the Commission's approval unless satisfactory proof is submitted to the 

Commission of the cost to the affiliated interest of furnishing the property and that no 

proof shall be satisfactory unless it includes the original or verified copies of the relevant 

cost records of the affiliated interest. The Commission may, however, where reasonable, 

approve or disapprove sucli contracts without the submission of such cost records.

7. Allowing a non-affiliated third party to acquire the PA - North Gathering 

System could place at risk, from both an operational and a cost perspective, service to the 

approximately 520 essential human needs residential customers presently served by EGC 

along the System.

0. A form of the Bill of Sale and Assignment between EGC and its affiliate, 

EFS, is attached hereto as Attachment A. An accounting exhibit showing the net book 

value of the PA - North Gathering System, estimated to be roughly $500,000, will be filed

2-



with the Commission within the next two weeks. EGC submits that the proposed 

assignment is reasonable and consistent with the public interest pursuant to Chapter 7.1 

of the Public Utility Code.

APPROVALS, IF ANY. PURSUANT TO CHAPTER 11 OF THE
PUBLIC UTILITY CODE

9. Section 1102 of the Public Utility Code, G6 Pa. C.S. §1102, identifies those 

acts that require the approval of the Commission evidenced by the issuance of a 

certificate of public convenience. Section 1102(a)(3), 66 Pa. C.S. §1102(a)(3), requires 

the issuance of a certificate of public convenience for a public utility to acquire the title to 

any tangible property used or useful in the public service. An acquisition is, however, 

exempt from the certification requirement if the property to be acquired is to be installed 

new as a part of or consumed in the operation of the used and useful property of the 

public utility 66 Pa. C.S. §1102(a)(3)(iii).

10 EGC's acquisition of the PA - North Gathering System would seem to fall 

within the exemption noted in Section 1102(a)(3)(ni). While the System is tangible 

property that EGC is acquiring for use in the public service, it will be consumed in the 

operation of EGC's existing used and useful property. EGC submits that its acquisition 

of the PA - North Gathering System is, therefore, exempt from the certification 

requirements of Chapter 11 of the Public Utility Code but, if it is not exempt, then EGC 

respectfully requests that the Commission issue a Certificate of Public Convenience 

authorizing its proposed acquisition of the PA - North Gathering System from EPS.

-3-



APPROVAL OF PROPOSED GATHERING SERVICE RATE SCHEDULE

1 1. Although acquisition of the PA - North Gathering System would increase 

rate base and operating and depreciation expense, EGC is not proposing any increase 

in its existing rates by virtue of the proposed acquisition. At the same time, in connection 

with the acquisition of the PA - North Gathering System, EGC would begin providing a 

gathering service to those producers with facilities along the System route. Consequently, 

a proposed gathering service rate schedule is attached hereto as Attachment B The rate 

for the service will be negotiated between EGC and the producer EGC respectfully 

requests that the Commission allow the proposed gathering rate schedule to go into effect 

on less than 60 days notice, immediately following the Commission's approval of this 

Application and the submission of EGC's compliance filing.

WHEREFORE, Equitable Gas Company prays that the Public Utility Commission 

issue such approvals as are necessary in connection with its acquisition of the PA - North 

Gathering System from its affiliate, Equitable Field Services, LLC, and its proposed 

gathering service rate schedule.

Respecffiillv Ruhmiftprt

By

Thomas T. Niesen, Esquire
THOMAS, THOMAS. ARMSTRONG & NIESEN
212 Locust Street, Suite 500
P.O. Box 9500
Harrisburg, PA 17108-9500

Dame! L. Frutchey
Senior Vice President and General Counsel 
EQUITABLE GAS COMPANY 
200 Allegheny Center 
Pittsburgh, PA 15212

Pctjlion tor Approvals v.p;|

Attorneys for Equitable Gas Company, 
a Division of Equitable Resources, Inc.
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mu. OrSAU. AM) ASSKrNMIi'M

'mis HILL or SALK AND ASSH;NMLNI' is made aiui entered imn to be

effective as of the _ day of______________. 2002 by and between bquilable Kidd
Services, I.LC. a Delaware limited liability company, with an office at four Allegheny 
Center, (),h floor, fittsburgb, PA 15212, hereinafter referred to as "KKS" and Kquitable 

Gas Compruiy, a division of Lquitable Resources, Inc., a Pennsylvania corporation, with 
an office at 200 Allegheny Center Mall. Pittsburgh, PA 15212 hereinafter referred to as 
';l:quitable Gas"

WIIKUKAS. PIS is the owner of certain gathering systems and facilities as 
described in an Order Authorizing Abandonment and Determining Jurisdictional Status 
of facilities entered on february 14, 2002 by the federal Knergy Regulatory Commission 
("fTiKC’1) and in an Assignment dated effective February 14, 2002 by and between 
Kquilrans, I..P and ffS;

YVHKKKAS, fl S desires to bargain, sell, assign, transfer and convey all of its 
right, title and interest in and to certain of those pipelines, properties and facilities unto 
r.quilable Gas including all of its right, title and interest in all leases, deeds, easements, 
road grants, licenses, permits, rights of way agreements, or other interests in property and 
facilities relating thereto to the extent the same are necessary or convenient to the 
continued operation of the pipelines and appurtenant facilities;

VVIILRLAS, KquilabI c Gas wishes to accept such assignment and conveyance of 
all right, title and interest of f,f.S in and to the properly more particularly identified and 
described below.

NOW IIIKKL.roUK, for and in consideration of the premises and the mutual 
promises and covenants made by the parties hereto, and further for and in consideration 
of Ten Dollars {$10.00) cash in hand and other good and valuable consideration not 
recited herein, paid unto I:.fS by Equitable Gas, (he receipt and suftlcieney of which is 
hereby acknowledged, l.T'S does hereby GRANT, BARGAIN, SKLL, ASSIGN, 
CONVEY and TRANSFER unto Equitable Gas, its successors and assigns, all of its 
right, title and interest in and to:

I. Certain of those pipelines and facilities owned by lifS and referred to as 
Pennsylvania Gathering - North ("Pa-North") located in Armstrong and Indiana. 
Counties, Pennsylvania known as the Atwood, Crooked Creek and Kelly 
gathering sections and generally described as follows:

(a) The Atwood section consists of approximately 18.7 miles of pipeline 
varying in size from two inches to 6.625 inches in diameter and 
ranging in length from six feet to 5.6 miles. The 45 lines that comprise 
this section for two primary backbone structures, lines F-175 and F- 
167. serve to gather the gas and deliver it directly to the Atwood



compressor station. The Atwood section includes a 340 horsepower 

I HIM compressor.

(b) The Crooked Creek section consists of approximately K7 miles of 
pipeline varying in si^e from 1 inch to 20 inches in diameter and 
ranging in length from 2 feet to 11.1 miles. The 147 lines that 
comprise this section form both a backbone and web-like structure. 
The backbone configuration is comprised of Lines b-184. F-187, L- 
189. F-190 and F-200 gather the gas received from smaller pipelines 
and deliver it to the Crooked Creek compressor station.

(c) The Kelly section consists of approximately 1.7 miles of pipeline 
varying in size from 2 inches to 8 inches in diameter and ranging in 
length from 1547 feel to 3.222 feel. The four lines that comprise this 
section form a wch-like structure and gather gas for delivery to 
Fquitrans' transmission line H-l 14.

and being more speedically described and identified in the Abbreviated 
Application for an Order Fenuitting and Approving Abandonment and 
Determining Non-Jurisdictional (ialhering Status of Facilities and Service 
Filed July 2, 2001 by Rquilrans I.F ("Application') and in the Order 
Authorizing Abandonment and Determining Jurisdictional Status of Facilities 
issued by FF'IIC on February 14, 2002 ("Order") in FLRC Docket No. CI’OI- 
396-000 and all leases, deeds, casements, road grants, licenses, permits, right 
of way agreements or other interest in property and facilities relating thereto 
to the extent the same are necessary or convenient to the continued operation 
of the pipelines and appurtenant taeilities;

2. All attendant meters and all pressure control devices and other appurtenant 
equipment, rights and privileges, including associated easements, rights of way, or 
other interests in properly and facilities which FT'S possesses to the extent the 
same are necessary or convenient to the continued operation of the pipelines and 
facilities; and

3. All contracts and agreements relating primarily to or otherwise affecting the 
pipelines, meters, compressor stations and facilities transferred hereunder which 
are not otherwise described above.

TO HAVK AND TO HOLD the forgoing unto Fquitahle (las, its successors and
assigns.

This instrument is signed by L'l-'S and Lquitablc Gas as ol the dale of 
acknowledgement of their signatures below, but is effective tor all other purposes as of 
the Effective Date of staled above.

a



IN WITNESS \Vlll:]Ki!OI\ ilic parties hereto ha\e executed this Bill of Sale and 
Assiunmenl l>y their respective officers, duly hereunto authori/.ed.

Assignor Assignee
L'quitable Field Services, LI.C Fquitable Gas Company,

A division of FquUahlc Resources, Inc.

By: By
Its: Its:

ACKNOVVIJIK.I.iM INIS

COMMONWRAf TlI Of IM'-NNSVLVANIA

COUN TY Of

f__________ ____ ______ ____ , a Nolarv fuhlic in and for said County and
State, do certify that the foregoing BII..F OF SAI.K AND ASSIGNMENT was this day 
produced to me in said County and State aforesaid and duly acknowledged before me by
_____________________ known to me to be the_________________________of
EQUI I ABIT; FELD SERVICES, LLC.

Witness my hand tins____day of_______________ . 2003.

My commission expires_____________________ .

(OFFICIAL SEAL) Notary Public



COMMONWl-ALTl I 01' l’l:'.NNS\’l.VANIA

COUNTY or

I,___________________________. a Notary Public in and for said County and
State, do certify that the foregoing MILL OT SALT. AND ASSIGNMENT was this day 
produced to me in said County and State aforesaid and duly acknowledged before me in' 
_____________________ known to me to be the _________________ _______of
EQUITABLE GAS COMPANY, a division of Equitable Resources, Inc.

Witness my hand this____day of_______________ , 200.).

My commission expires__________ __________ .

{OITICIAL SI-A l Notarv Public
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S''lL’PL.FiMi'itiT MO. 
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AETU’CABIi.ITY

This rale schedule shall he applicable t:h roughoul: t.he Apollo Oi.sr.ricc 
Cor natural gas produced ui and availa'ole tor rude 1. i.vei-y in t:ho .Apollo 
D Ls r r i.et;.

AVA I LABI 1,1 TV

Service under, r.his rate schedule is available to .-my parry desiring to 
transport: gas through the gathering system tor redo 1. i vo ry Into the 
Company's Apollo District: provided that: more exits: (!) a gas purchase 
agreement: with the: Company; or, a gas purchase agreement; with u third- 
party having service under a Company t: ranspo r t a t i or. Rate Schedule has 
been executed; and (2) compliance with the provisions or thi-r Rate 
Schedule and with all. other pt:ov i y ions or this lari nil.

RAT c.

The applicable rate fee- this service shsJ 1 bo dutorrauiod bv 
negotiation. The Company shall, retain a ::ep-i mi t; ■ ■ quanti.ty or gus ror 
fuel, loss and unaccounted ror gas required to provide this gathering 
service.

Tr.RH

The tie rut tor service shall bo a tni.ni.muni of one (1.) year Iron; the 
commencement oi del ivori.es of gas suppl ios.

CHARACTKK Ot" .SCKVICC

Cqui.table's only obligation under this Rate Schedule shall be to 
receive gas from any Appalachian receipt point and to permit that gas 
to flow against the existing pressure in Kquitable's facilities, 
equitable .shall, not be obligated to lower: such liana pressure by 
compress i on or ot he rwise to accomntoda to rece i p t; s f rom l.oca 1 Appa Inch i an 
producers under this Rate Schedule.

Service under this Rate Schedule shall, be subject to Operational Blow 
Orders pursuant to Section 11.13 of the Rules and Regulations of this 
Tariff. Nothing in this Rate Schedule shall, limit; Kqu it-ab 1 e's right to 

Interrupt service or to take other action as may be required to 
alleviate conditions which threaten the integri.tv of its system.

(C) Indicates Change.

Ki'TSCT 1'VK:JSSUF.D:
R. L. CRAWFORD 

move; crmt



VERIFICATION

I, STEPHEN C. RAFFERTY. Director - Gas Acquisition and Management of Equitable 

Gas Company, a Division of Equitable Resources, Inc., hereby state that the facts set forth in 

the foregoing document are true and correct to the best of my knowledge, information and 

belief and that I expect to be able to prove the same at a hearing held in this matter, i 

understand that the statements herein are made subject to the penalties of 18 Pa. C.S. §4904 

(relating to unsworn falsification to authorities).

Date: March 2003



ins in i.Jntnnr-ia, . i.urnr.is, . Hrin:<irvuo '.‘V .
/

Wit ’ / p fi / 11
./(I in an:' { ■ n u/is r! r;t a-: J n.

rl ''
[_o:.; ui [T-’.ii r;r 

\‘. O £iOJ< woOu

! (a;<HJKG. i'.-N l/ht>M

Charles tv Thomas, Jr. WWW. tt.lll .IW

Oiroci. Dial' (7 17) '.'nfi-7t> IS 

K-Mfcul: ct.hoiMasjn^rirmlaw.com

■ IKM I ■•'I/I -/'V II)

' /i/i .!•; m.'/a

April 28. 2003

James J. McNulty, Secretary 
Pennsylvania Public Utility Commission 
Commonwealth Keystone Building 
400 North Street 
P. O Box 3255 
Harrisburg, PA 17105-3265

Charles C Thomas 
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(Ji
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o
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In re: Docket No.
Application of Equitable Gas Company for Such Approvals as Are Necessary in 
Connection with Its Acquisition of the PA-North Gathering System from Its Affiliate. 
Equitable Field Services, LLC. and Its Proposed Gathering Service Rate Schedule

Dear Secretary McNulty:

On April 1, 2003, we filed the above referenced Application on behalf of the Equitable Gas 
Company Division (“Equitable" or “Company") of Equitable Resources, Inc. In Paragraph 8 of the 
Application Equitable stated that it would be submitting an Accounting Exhibit to the Public Utility 
Commission which would show the net book value of the PA - North Gathering System. Four copies of 
the Accounting Exhibit are enclosed. Please include the Exhibit with the original Application.

If the Commission should have any questions or need any additional information, please contact 
Daniel L. Frutchey, the Company's Senior Vice President and General Counsel, at 412-395-3202 or the 
undersigned at 717-255-7615

Very truly yours.

THOMAS, THOMAS, ARMSTRONG & N1ESEN

By

Charles E. Thomas, Jr}

Enel.
cc: Office of Trial Staff (w/encl.)'

Office of Consumer Advocate (w/encl.) 
Office of Small Business Advocate (w/encl.) 
Daniel L. Frutchey (w/encl.)
Stephen C. Rafferty (w/encl.)
H. Edwin Rodrock (w/encl.)
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General

Production and Gattiering

Equitable Gas Company 

Original Cost and Net Book Value 

PA - North Gathering System 

At February 28, 2003

Total

Qr.n.nn! COS*

$ 3,096

1,156.925

$ 1.160,021

Net Book 
Value

S 522

670.376

$670,898
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Exhibit DMB-2

Rate AGS - Apollo Gathering Service 

Rate AGS - Appalachian Gathering Service



SUPPLEMENT NO. .V> 
UAS - PA. P.U.C. NO. 2'/? 

SECOND REVISED PAGE NO. •)lj 
EOUITAHLK GAS COMPANY CANCE(,I. INC. FIRST REVTSEO PAGE MO. 9R

RATE^AGS - APOM.O GATHERING SERVICE (C)

APPLfCABIMTY

This rate 6Chedui<a shall ho applicabLa throughout tho Apollo Diatrict 
Cor natural gas produced In and available for rode Livery in the Apollo 
District.

AVAILABILITY

Service under thin rate schedule is available to any party deni ring to 
transport gas through the gathering system Cor reclelivery into tho 
Company's Apollo District provided that there exists: (l) a yaa purchaao 
ayreomont with the Company; or, a gas purchase agreement: with a third- 
party; and (2) compliance with the provisions ol this Rate Schedule and 
with all other provisions of: this Tariff.

RATE

The applicable rate for thin service shall be determined by negotiation. 
The Company shall retain a separate quantity of gas Cor fuel, loss and 
unaccounted for gas required to provide this gathering service.

TERM a i
Tho term cor service shall he a rulniinum of: one (1) year from tho 

r- commencement of dal ivories of gas supplies.

' CHARACTER OF SERVICE

Ecputablo's only obligation under: this Rate Schedule shall bo to receive
1 gas from any Appalachian receipt point and to permit that gas to flow

against the existing pressure in Ecpiitabl.n * 3 facilities. Equitable shall 
I not ho obligated to Lower such lino pressure by compression or otherwise 

v to acootiunoduto receipts from local Appalachian producers under this Ratio 
'Aj Schodu I o .
'it
d Service under this Rate schedule shall bo subject to Operational Flow

Orders pursuant to Suction IL.ll of the Rules and Regulation;! of this
Tariff. Nothing in this Rato Schedule shall limit; Equitable's right; to, 
interrupt service or to take other action an may bo required to 
alluviate conditions which threaten the integrity of its system.

(C) Indicates Change.

ISSUED: November 2‘i, 2003 FFECTTVE: November 2G, 2003

1 'i tm ■j»

R. L. -CRAWFORD 
PRESIDENT

S()iK 'Oc'li1i
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AI'L’L £C AB E [.ITY

These rates shall be applicable throughout the territocy served by (C)
the Company, i.e., Equitable and Apollo Districts.

AVAILABILITY

Service under thin rate schedule in available to any party desiring (C)

to transport gas through the gathering system tor redelIvory into

the Company's service territory i.e., Equitable and Apollo

Districts, provided that there exists: (1) a gas purchase agreement
with, the Company; or, a gas purchase agreement ‘with a third-party,

and (2) compliance with the provisions of thin Pate Geheduln and

with ail other provisions of this Tariff.

RATE

The applicable rate for this 

negot La L ion . The Company sha 1.1 
fuel, loss and unaccounted for
gathering se rvice

n.vico shall be determined by 
rotai.n a separate quantity off 

gas required to provide this

gas for

TERM

The term for service shall be a minimum of one 111 year from the 
commencement of del Ivories of gas supplies.

CHARACTER OF SERVICE

FXfuitable's only obligation under this Rato Schedule shall be to 
receive gas ffrom any Appalachian receipt:, point and to peLiuit that 
gas to flow against: the existing pressure in Equitable's facilities. 

Equitable shall not be. obligated to lower such line prosnuro by 
comprenoioii or otherwise to accommodate receipts from local 

Appalachian producers under thin Rate Schedule.

Servi.ce under this Rate Schedule shall be subject to Operational 

flow Orders pursuant: to Section 11.13 of the Rule:; and Regulations 

of this Tariff. Nothing In this Rata*. Schedule shall limit 

Equitable':; right: to interrupt; service or to take other act: ion as 
may be required to alleviate conditions which threaten the integrity 

of 1 t.s system.

(C) Indicator Change
« - ■ . __. -"i . —. ^

ISSUED: September 10, 2004 EFFECTIVE: October 1, 2004

D. L. KRUTCHBY 
SENIOR VICK PRESIDENT

I 'd 100 £



Exhibit DMB-3

Testimony in:

Docket No. R-00049154
(Relevant Page(s) Only)

EGC Witness Robert M. Narkevic (Direct)
EGC Witness Stephen C. Rafferty (Direct)
EGC Witness John M. Quinn (Rebuttal)
OSBA Witness Brian Kalcic (Surrebuttal)
OCA Witness Jerome D. Mierzwa (Surrebuttal) 
OTS Witness Michael J. Gruber (Direct)

Docket No. R-2008-2021160
Relevant Page(s) Only)

Thomas P. Wiggers (Direct)
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indicalin^ changes lo ihe currcnl Kale. A( iS Apollo (lallienne, Sci vice. discusse<i 

Ivlow. Al ihe lime an l;SS ^>rtemig is made, the Company will submit tor approval 

a change lo ihe Migraiion Kidor 11 tariff page so as to display sepurale Demand and 

Commodily components of die IMaclor.

IV'. Kate Schedule ACS - Apollo (fathering Service

O. \VI f \ l IS RATI- SCI H'DUU-; ACS - APCK.I.O GATI UdUNG SI-RVICC?

A. Kale Schedule AGS - Apollo Gathering Service - is a negoliated rale for

gathering natural gas in the Company's I'a-Notlh (Crooked Creek) gathering system, 

primarily in Armstrong and Indiana Counties, and in the Company’s Apollo District.

Q. WHAT CHANGES IS 'HIE COMPANY PROPOSING TO RATE SCHEDULE 

AGS - APOLLO GATIIERING SERVICE?

A. The Company is proposing lo rename Rale Schedule AGS - Apollo

Gathering Service as Kate Schedule AGS - Appalachian Gathering Service. The 

Company is also proposing minor changes to the applicability and availability 

sections of this Rale Schedule. The changes can be found in the Proposed Tariff 

Page included in the definitive filing.

DOES THIS CONCLUDE YOUR PREPARED DIRECT TESTIMONY?

A. Yes.

11

21
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PUBLIC UTILITY CODL PRIOR TO Till’ COMPANY LNTLRINCi INTO 'HUS

CONTRACT WITH NP'GSV

Yes. The Company posted a notice on its corporate website on March L 2003, 

requesting proposals lor linn replacement capacity. This notice was presented to 

encourage interested parties lo submit capacity alternatives if any existed.

DID THE COMPANY RECEIVE COMMENTS OR PROPOSALS EOR 

ALTERNATIVE CAPACITY?

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

been the ease with all capacity postings since the enactment of Section 2204 ol the Public 

Utility Code.

DID EQUITABLE PILE A PETITION WITH THE COMMISSION SEEKING 

AUTHORIZATION TO ENTER INTO THESE NEGS CONTRACTS PURSUANT TO 

SECTION 2204(e)(4), OE THE PUBLIC UTILITY CODE?

Yes. Petitions were bled on March 31, 2004 and copies were served upon the 

Oflioe of Trial Staff, the Oflice of Consumer Advocate and the Office of Small Business 

Advocate.

NORTHERN ASSET OPTIMIZATION PROGRAM

PLEASE DESCRIBE THE COMPANY’S NORT HERN ASSET'OPTIMIZA TION 

PROGRAM.

T he Company’s Northern Asset Optimi/.alion Program consists of live (5)

projects designed to increase pipeline capacity, lower pressures on the gathering system



and ullimatcly increase local Appalachian production on the lii|uital)le dislrihulion 

system. These projects are specilic to the assets formerly associated with the Apollo and 

Carnegie Gas Companies. SomeolThe benefits associated with completing these projects 

include: obtaining a low-cost source of supply; reducing dependency on interstate 

pipelines; reducing interstate pipeline demand costs; lowering I'GC Rales; and, reducing 

unit/operaling costs, e g., compression.

WOULD YOU DILSCRim* Till: LORMLR APOLLO AND CAR N LG 117. GAS 

COMTANILS.

Yes. The former Apollo and Carnegie Gas Companies were operated as an 

integrated natural gas pipeline system consisting of gathering lines, pipelines and local 

dislrihulion facilities located m West Virginia and Pennsylvania. These gathering systems 

feed natural gas into Held compressors which, in turn, deliver this gas into feeder lines 

that eventually transport the gas through subsequent compressor stations to the 

metropolitan Pittsburgh area. The projects mentioned above are specilic to these feeder 

lines and compressor stations. Carnegie Natural Lias Company and its affiliated 

subsidiaries were sold by USX-Maiathon Group to Lquitable Resources on December I 5, 

1999. Consistent with the settlement readied with the Ofllcc of Consumer Advocate in 

the Carnegie merger proceeding at Docket No. A-121 100 1-0004, 14)005 and A-1 20600 

L2000, these Companies are now merged for ralemaking purposes with Lquitable Gas 

Company.

WOULD YOU DISCUSS TIIL PROJLCTS MLNTION1T) ABOVL IN MORL
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Yes. I.isled below is a brief description and estimated costs for each project in the

Company's Northern Asset Optimization Program:

(1) Port Perry, North Versailles, Allegheny County, PA, requires the installation 

of an interconnection between the 0383 (10” steel) and the M81 (16” steel) mainlines 

to facilitate the bi-directional movement of gas ($652,520 est).

(2) Penn Hills Township, Allegheny County, PA, requires the installation of an 

interconnection between the H153 (16” steel) and the MS 1 (16” steel) mainlines to 

facilitate the bi-directional movement of gas ($351,200 est.).

(3) Creighton Township, Allegheny County, PA, requires the upgrade and 

automation of two existing engines, compressors and controls at the Creighton 

Compressor Station to facilitate the movement ol local Appalachian gas (S 1,41 3,434 

est.).

(4) Various townships, Allegheny, Armstrong and Butler Counties, PA, require 

that we renew approximately 10,000 feet of the M67 (12” steel) and upgrade the 

entire M67 pipeline between the Creighton Compressor Station and the Shoemaker 

Compressor Station. This project will facilitate higher pressures on the (V1b7 pipeline 

and lower pressures on the gathering system upstream of the Shoemaker Compressor 

Station ($3,059,305 est.).

(5) Bethel Township, Armstrong County, PA, requires the replacement of the 

Shoemaker Compressor Station dehydration plant and the installation of valve 

automation to facilitate the movement of local Appalachian supplies and ensure gas 

quality ($1,100,000 est.).

21
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The (’ompiiny estiiiKiles that the completion of these projects will facilitate the 

movcuienl of an average incremental volume of I O.OtJO tlihAlay at a total cost t.»l 

appro>;imalely So,576,450,

CAN YOU QUANTIFY SOMF OF TITF; BFNI-RTS MFNTtONFD I’RFVIOUSLY

Yes. As l mentioned previously, the Company believes that by completing these 

projects it will have the ability to obtain additional low-cost sources of supply and also 

reduce its dependency on upstream interstate pipelines. Attached to my testimony as 

Exhibit SCR-1 is a schedule that identifies potential gas cost savings. ! will discuss these 

savings m more detail below. Basically, these gas cost savings are a result of avoiding 

variable charges on the upstream interstate pipelines.

WHAT Cl IA RGBS COUI.-D BE AVOIDED1.'

Whenever gas is transported across an interstate pipeline there are two types of 

variable charges that the interstate pipeline assesses; a transportation or usage fee and a 

retainage fee. These lees may change on a seasonal basis. Ignoring occasional basis 

differentials, it typically costs more to purchase and transport gas from the Gulf Coast 

area than it docs to purchase local direct Iced Appalachian supplies.

WHAT DOES EXHIBIT SCR I INDICATE?

Exhibit SCR-1 indicates the variable charges incurred to transport gas on Texas 

Eastern Transmission from the East Louisiana Zone (“Ela”) into Equilrans and then 

across Equilrans to the Company’s cilygate. I have adjusted the variable charges to reflect 

the seasonal differentials. Eor example, during January 2004, the Inside FERC Texas 

Eastern Ida Index price was S6.l2/dlh. The variable charges assessed at that time would

7 7

27
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equal $0,731/(1111 resulting in a total delivered cilygate rate equal to $6.S51/dth ($6.12 •• 

$0.75 1 ). II l/quitahle were to purchase local direel-feed Appalachian supply at an 

estimated cost equal to the average of the Inside 1T.RC Duuuuum Appalachian and 

Columbia-Appalachia Indexes, the price for January 2004 would equal $6.44/dth. 

Therefore, the net savings during that month would equal $0.41 l/dlh ($6,851 - $6.44). 

This utelliodology is also employed for a summer month as well to reflect the seasonal 

differences in the transportation and relamage fees. The estimated savings during a 

summer month, such as June 2003, would equal $0.25/dth. I have assumed (he 

completion of these projects would facilitate the movement of an average incremental 

I 0,000 dlh/day. Under these assumptions, (lie Company would expect to save 

approximately $ 1,1 56,1 35 annually, li the volumes were increased from 10,000 dlh/day 

to I 5,000 dth/day, Ihese savings would increase to $ 1,734,203 annually.

WHAT OTHIZK SAVINGS COUUD POTENTIALLY OCCUR IK THESE PROJECTS

are: compli.:te;i;>''

As previously mentioned, the Company has a significant number of its firm 

transportation and firm storage contracts expiring March 3 1, 2005. Provided operational 

and reliability matters arc alleviated, the potential exists to reduce the annual demand 

charges associated with some of these interstate pipelines thereby providing additional 

savings to PGC customers. However, absent the completion ofThese projects, the 

Company may not have this option.

IS THE COMPANY PROPOSING TO RECOVER THE COSTS ASSOCIATED WITH 

THESE PROJECTS IN THIS PROCEEDING?

23



Yes. The Company believes there can be siyiineauL savings to l*( 1C customers it

these projects are coni|>lcte<l. In return, the Company is requesting approval to recover 

the costs associated with these projects. Please see the Direct Testimony of John Quhm 

for additional information regarding the recovery of these costs.

WHAT OTHCU OPERATIONAL CONSIDERATIONS ARC ASSOCIATED WITH 

THESE PROJECTS'.'

The IRu content or heal value can he significantly higher with local A|)palachian 

supply than gas that is lnms|)oHed and delivered on an interstate pipeline. Typically, 

interstate jnpcline ga.s has a heat content slightly higher than 1,000 bin’s per cubic foot. 

Appalachian supplies usually have a heat content equal to 1,1)50 - 1,080 bin’s per cubic 

foot. The reason lor this difference is that interstate pijjcline su|)jdies are processed at 

extraction jdants and the higher bin natural gas hydrocarbons, e g., hexanes, projianes, 

butanes, are removed. This process does not occur with local direct feed Appalachian 

sujiplies because die costs to do so are [mdtibilive This high bin Appalachian sup|)ly 

impacts the PGO customers ami the Company in several ways.

BTU APPALACHIAN SUPPLY

WHAT IMPACT DOES THE HIGH MTU APPALACHIAN SUPPLY HAVE ON THE 

COMPANY OR THE PGO CUSTOMERS?

The high btu A|)|>alachian supply impacts both the Company and the PGC 

customers. The heat content associated with this Appalachian supply is significantly 

higher than interstate pi|)cline supjdy, which results in the PGC customers using less gas.
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In other words, the customers consume less gas because die higher bin gas burns ‘‘holler”. 

Since the customers consume less gas, Ihe Company delivers less gas and subsequently 

experiences decreased delivery revenues.

WOULD YOU DISCUSS THK IMPAC T TO PGC CUSTOMERS IN MORE DETAIL?

PGC customers benefit from higher btu gas because they consume less gas than 

they otherwise would. The Company purchases gas supply on a dtli basis. The Company 

bills consumers on a mef basis. If the purchases were on a nief basis the heat content and 

associated bin’s would he irrelevant. As an example, assume a customer used 100 mef 

annually and the associated heat content was equal to 1,010 bin's per cubic foot. The 

dih's that Ihe Company purchased would equal 101 dlh (100 * (1,010/1,000)). Now 

assume the heat content was increased to 1,060 hlu’s pcrcuhic Idol. If everything on the 

customer side remained the same, i.c., the thermostat was not changed, cooking patterns 

were identical, etc., this customer would consume 95 mef not 100 mef (101 dth / 

(1,(160/1,000).

WOULD YOU DISCUSS THE IMPACT TO THE COMPANY IN MORE DETAIL?

I he Company's current residential delivery rale is $2.523/mef. If the customer 

described above uses 100 mcl annually, (he Company would receive $252.30 in delivery 

revenues (100 * $2,523). If the bin content increases and tins customer only uses 95 mef 

annually, the delivery revenues would be $239.68 (95 * $2,523) or a decrease of $12.62 

($252.30 - $239.68). Multiply this scenario by 250,000 customers and this phenomenon is 

significant.

HAS THE COMPANY ACTUALLY EXPERIENCED THIS PHENOMENON?

25



Yes. During ihe Company’s last general rate case in l(>‘)7 the average system heat 

content utilized was 1,04.5 litu's per cubic foot. During last year's 1507(1') proceeding, the 

Company utilized an average system heal content equal to 1,060 bin’s per cubic loot. The 

Company’s annual PCJC sales in mef during 1997 and 2003 were 30,1 23,375 and 

26,268,776, respectively. Over this lime period, the Company has experienced a 

noticeable decrease in the mef consumed per customer. Part of this decrease is attributed 

to the higher heat content of die gas purchases.

AKIi THIiRE ANY SIGNIFICANT FVHNTS THAT WAVE CONTRIBUTHD TO TUT 

I NCR TAN T IN IIIT COMPANY’S AVERAGE SYSTEM HEAT CONTENT?

Yes. As I previously mentioned in my testimony, Ti|iiitablc purchased the 

Carnegie Natural Gas Company and its aflihated subsidiaries from USX-Maralhon Group 

in December 1999. I bis purchase provided Equitable with significantly more access to 

local Appalachian production. During 1997, the Company purchased approximately 3.2 

Bcf of local Appalachian production. By 2003, the local Appalachian production 

purchases more than doubled to 8.4 Bcf.

DOTS THE COMPANY HAVE A RECOMMENDATION TO ADDRESS THE HIGH 

BTU APPALACHIAN SUPPLY?

Yes. Please sec the Direct Testimony of John Quinn Tor additional information

regarding the recovery of these costs.
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3 I. Witness liack^rouiui

4 Q. FLI-ASIi STATI* VOUR NAMT AND liUSINFSS AODRI-SS i-'OR 11 IF

3 Rt-CORl.)-

6 A. My name is John M. Quinn. My business address is 200 Allegheny Center,

7 Pittsburgh, PA 15212.

8

9 Q. IJY WHOM AND IN WHAT CAPACI TY ARF YOU FMPLOYFD?

10 A. I am employed by Fquitahle Gas Company ("Fquilahle” or '“Company”), a

l 1 division ofFquilahle Resources, h\e., as Director oT Rates.

12

13 Q. ilAVF YOU PREVIOUSLY SUBMITTFD TESTIMONY IN THIS

14 PROCEEDING?

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

16 Statement No. 3.

17

18 II. Purpose of Testimony

19

20 Q. WHAT IS THE PURPOSE OF YOUR REBUTTAL 'TESTIMONY IN THIS

21 PROCEEDING?

22 A. My rebuttal testimony will respond to proposals made in the direct testimony

I KI'IHJ ITAI/niSTfMONV OF JOHN M. OIJINN

23 oT Office of Consumer Advocate (“OCA”) witness Jerome D. Mierzwa, Ofhce of
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Small Itusincss Advocate ("OSBA”) witness Brian Kalcie, ami Office of Trial StaiT

("OTS”) wilness Miehacl (imher. Specilically, I will respond to issues raised 

concerning the Company's proposal to recover expenses associated with the 

Northern Asset Optimization Ihogram, natural gas healing value, and issues related 

to the Hexing of fuel rctainngc to meet competition.

111. Northern Asset Optimization Program

WHAT IS TUB NORTHERN ASSI-T OPTIMIZATION PROGRAM?

A complete description of The Northern Asset Optimization Program 

(NAOP) was provided in lupiilahlo’s Statement No. 2, containing (he direct 

testimony of Rquitable witness Stephen C. Rafferty, hi summary, Equitable has 

idenlilied specific projects which upgrade or modify existing facilities acquired by 

the Company through the acquisition of the Carnegie Natural Gas Company, 

including its Apollo Division, in 1999. The NAOP, estimated to cost $6.6 million, 

is for the sole purpose of increasing Pennsylvania-produced natural gas volumes 

into Equitable's distribution system. Benefits associated with the increased 

Pennsylvania production will accrue primarily to Purchased Gas Cost (“PGC”) rate 

customers, the state of Pennsylvania, and the various companies which purchase the 

Pennsylvania-produced gas m lieu of natural g;is produced elsewhere and 

transported into Equitable's service territory. In his direct testimony, Mr. Rafferty 

estimated the annual PGC savings associated with the NAOP to he between $1.2 

and $1.7 million. No witnesses in this proceeding have contested Mr. Rafferty’s
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annual savings projections. In fact, OTS witness Mr. Gruber and OCA witness 

Mier/.wa speeilically agree in their direct testimony that the Company should 

undertake the NAOI*.

WHA T IS fiQUITABI.Li'S PROPOSAL RELATED TO THL NAOP?

As was the ease with a simihir proposal accepted by the Commission ;uid 

detailed in Lquitable's Restructuring Proceeding at Docket No. 1000994784 and tire 

Company's Year 2000 Section I 307(1) proceeding at Docket No. R-00005067, the 

Net Present Value (NPV) generated from the NAOP will be extremely positive and 

economically beneficial to the Company's customers. Consistent with the 

setllemcuts in those proceedings, Lquilable is proposing to recover the cost of the 

NAOP as a purchased gas demand cost through each annual 1307(0 filing over the 

next six-year period, and to account for the recovery as a contribution in aid of 

constiuclion.

IS LQUITAI3I.L PROPOSING TO RECOVlfR CARRYING CHARGHS ON THb 

Sb.6 MILLION INVLSTMLN H

No. Again, consistent with the previous settlement in Docket Nos. R- 

00994784 and R-00005067, recoveries associated with the NAOP would be 

classified as a contribution in aid ol construction. As a result, under ITquitablc’s 

proposal, the entire $6.6 million would not be included in rate base in the 

Company's next base rate filing and the Company would not earn a return on this 

investment through rates.

•>
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WHAT IS Till-; I’KIMAKV ISSUI* REGARDING 1111: COMPANY’S NAOP 

PROl'OSArC

No parlies to this proceeding oppose the Company’s strategy to invest in the 

NAOP. The primary contested issue related to the Company's NOAP proposal is 

how, or if, the cost of the investment should he reflected in rates.

The OTS, OCA, and OSBA object to fiquitablc’s proposal to recover the 

NAOP expenses through the PGC rate. In essence, their objections relate to the 

definition of gas costs and what gas cost expenses are appropriate for inclusion in 

the calculation of the PGC rate. All three opposition parties suggest that the cost of 

the NAOP should be addressed in a base rate ease.

1)0 Till- OCA, OSBA, OR OTS Rlib'liRENCT ANY COMMISSION 

RCGUl.ATIONfS) TO SUPPORT Till*Ik OPINION OP WHAT SHOULD OR 

SHOULD NOT 131 • CONSIDERED A GAS COST?

No. l ive OTS did propound an interrogatory to Equitable requesting that the 

Company provide all statutes and regulations that aulhori/.e the recovery of the costs 

of a capital project in a 1307(f) proceeding. Interestingly, OTS witness Gruber did 

not attach the Company’s response to his testimony.

I have attached the Company's response to my rebuttal testimony as 

Attachment JMQ-I. As indicated in the response, the Company believes that the 

costs associated with the NAOP are consistent with the Commission’s least cost fuel 

procurement regulations and the Commission’s definition of gas costs contained in

4
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Section 1307(19 of the Public Utility Code. Tbe N AOP represents direct costs 

inclined for the improved delivcrability of Pennsylvania-produced i»as to 

l Ajuilable’s distribution system which directly benefits P( >C rate customers. Again,

I do not believe that any party disputes this proposition.

DO YOU INTHRPRPT THU OTS’S TESTIMONY TO IMPLY THAT Till! 

COS TS Ob THI- NAOP MAY BE OPPOSED R)R INCLUSION IN RATI! BASE 

IN EQUri'ABLli’S NEXT BASE RATE PROCEEDING?

Yes. When Equitable files its next base rale case, the Company is concerned 

that the OTS, or other intervenors may object to the inclusion of the NAOP 

investment in rate base. Mr. Gruber has carefully worded his first answer on page 

16 of his direct testimony, staling that ‘Typically these costs are included as part of 

the Company’s rate base...”. The Company does not perceive this statement as a 

ringing endorsement that the OTS will support inclusion in rale base of (he NAOP 

investment. As described in Ifie direct testimony of Equitable witness Rafferty, the 

NAOP costs are not typical gas distribution plant additions. A portion of the 

investment may ultimately be classified as Natural Gas Production and Gathering 

Plant. Based on Mr. Gruber's testimony, the OTS may oppose recovering the costs 

of the NAOP investment in distribution rates.

THE OCA AND OTS WITNESSES BELIEVE THAT THE SIX-YEAR 

RECOVERY PERIOD FOR. THE NAOP PROPOSED BY THE COMPANY IS 

UNREASONSABEE. DO YOU HAVE ANY COMMENTS?

5
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Yes. The six-year ainorli/.ation period was selected as a reasonable period to 

recover the NAOl* costs because it approximates the breakeven point between the 

annual savings generated from the program, conservatively estimated to be between 

$1.2 to $1.7 million annually, and one-sixth of the cost of the program ($6.6 million 

/ 6 years = $1.1 million). Therefore, during the six-year period, there is no adverse 

impact to I’GC rate customers, 'flic annual savings will equal die amortization of the 

costs. Because there is no financial impact to P(iC rate customers, the OTS’s 

concent that the recovery of NAOI* costs through the PGC rate would send 

"inappropriate price signals as to the price of gas” is unfounded.

lb Tl-ll- NAOP COSTS Wl-Rp: INCLUDED IN RATE BASE, COULD PGC 

RATE, CUSTOMERS BE WORSE OEE7

Eor comparison purposes, I have prepared Attachment JMQ-2 that compares 

the differences between the Company's recommendation and the OCA, OSBA, and 

OTS positions. If Equitable’s recommendation is accepted, the Company will 

recover $6.6 million over six years and PGC rate customers will save a similar 

amount. However, if die cost of the NAOP is included in rate base in Equitable’s 

next base rate case, the Company will be afforded the opportunity to recover 

incremental income taxes, properly taxes, depreciation expense, and a fair rate of 

return on the NOAP investment. If the new rates were to become effective in 

January 2006, the interval between base rate cases would be almost ten (10) years. If 

there were a similar interval between future rate cases, the Company will recover

6
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nearly twice the cost of the original NAOI’ invcstinenl. Clearly, lajuitahle’s 

proposal is more economically advantageous to l’( i(! rate customers.

DC) YOU niiUEVE THAT TUI-’ COMPANY IS OBUGATIT) BY TUB 

COMMISSION’S LEAST COST FUEL PROCUREMENT PROVISIONS TO 

INVEST IN PROJECTS SUCH AS THE NAOP AS SUGGESTED BY THE 

OCA?

No, the Company does not believe that these types of projects are mandatory 

as suggested by the OCA. The OCA is asking the Commission to accept the 

premise that if a capital project reduces gas costs, an NGDG should pursue the 

project regardless of the cost recovery procedure. If this were true, then all 

Pennsylvania NGPCs would be required to build pipelines to Appalachian 

production areas within Pennsylvania or better yet, to other low cost gas supply 

sources such as the Gulfof Mexico, and, ifthey failed to do so, the OCA would be 

recommending the disallowance of gas costs in NGDC's 1 307(1) proceedings.

DOES EQUITABLE, OR ANY OTHER PENNSYLVANIA NGDC, HAVE: 

OPPORTUNITIES SUCH AS THE NAOP?

Possibly. However we are not aware of any other NGDCs having proposed 

something similar to the NAOP. This proposal is a unique strategic initiative 

designed to maximize opportunities created as a result of the acquisition of the 

Apollo and Carnegie Systems. Equitable believes that the Commission should 

encourage this type of innovation, especially considering today's natural gas prices

7
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and die many projects that compete lor limited capital dollars, lajuitable's NA( )P

proposal correlates with die creatiouV^eueraUcm ot'u.as cost savings tor I’GC rale 

customers. Attempts by other N(il H's it) replicate bquilable s proposal should be 

held to the same gas cost savings standard.

THE OSBA STATES THA I' SINCE THE EAST BASE RATE CASE 

EQUITABLE HAS SPENT APPROXIMATELY SI 70 MILLION RELATED 3 0 

CAPITAL PROJECTS THAT HAVE; AELEC I ED GAS COS TS. DO YOU 

HAVE ANY COMMENT?

Yes. In a response to an O 1 S interrogatory, Equitable identilicd in excess o! 

$ I 70 million in capital expenditures spent on literally hundreds of projects by the 

Company since its last base rate case that have had some effect on gas costs. In 

total. Equitable has invested over $200 million in capita! projects since its Iasi base 

rate case. With the exception of the pipeline interconnection project considered at 

Docket Nos. R-00994784 and l<-00005067, these projects were not for the purpose 

of securing new and lower cost gas supplies. If anything, the magnitude of the 

Company’s capital expenditures should emphasize the uniqueness of the NAOP and 

the previous pipeline interconnection proposal. As it did for the earlier pipeline 

interconnection proposal, the Company is seeking recovery of capital expended on a 

project that produces significant gas cost savings for PGC rate customers. As in the 

case of the earlier project, the savings generated from the NAOP will prove to he far 

in excess of die capital required to fund the project.

8
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18

19 A.

20

21

IS KQUITAttLI- TRYING TO IIY-I’ASS Till' REGULATORY PROCESS''

No, il is not. Wo have not sought oxpahloil recovery ot thc over $200 

million spent on capital projects since the Company's last base rate proceeding, nor 

is Mr. Gruber correct when he asserts that Equitable is proposing recovery of these 

costs in the 1307(f) proceeding due to the base rate moratorium currently in place.

As I have slated previously, Equitable has spent over $200 million on capital 

projects since its last base rate proceeding. None of that plant is currently earning a 

return and Equitable is not seeking a return on that plant in this proceeding. Neither 

is Equitable proposing what lias been described as “single issue rulemaking’’ to 

attempt to recover these costs. Hie NAOP costs arc different. They arc not 

distribution plant improvements No customers will he served from the NAOP 

investment, nor will it generate a revenue stream independently. The NAOP 

involves the replacement of a high -pressure pipeline, a compressor station upgrade, 

and a dehydration facility. These are all gas supply facilities, and their costs should 

properly be recovered in a I 307(1) proceeding.

DO YOU AGREE WITH 11 Hi OSBA AND OCA THAT TRANSPORTATION 

CUSTOMERS WILE ALSO BENEEIT PROM THE NAOP?

They will to some extent. Transportation customers may benefit from the 

NAOP if they can secure gas supplies from a producer attached to the NAOP and 

deliver the gas to Equitable. If this occurs, Equitable is not opposed to charging 

transportation customers a lee to compensate for the benefits of the NAOP.

0
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However, |•quiUlhle believes that the vast majority of the benefits associated with 

the project will accrue to l’(iC rate customers.

DO YOU IIAVI- ANY COMMENTS ON THR O'l'S WITNESS GRUBER’S 

STATEMEN TS RELATED TO EQUITABLE’S BASE RATE STAY-OUT?

Yes. Referring to the NAOB proposal, Mr. Gmber accuses the Company of 

attempting to circumvent the settlement at Docket No. P-00032070 for a base rate 

Irec/.e until January 2006. As stated earlier, the OTS and the Company have a 

difference of opinion as to the delinition of gas costs. There is no unsavory 

motivation behind the Company’s proposal to lower gas costs for l*GC rale 

customers. The projected gas cost savings speak for themselves. The UTS’s 

assertions in this regard are without foundation.

IV. Natural Gas Heating Value

BRIEFLY DESCRIBE THE COMPANY’S PROPOSAL RELATED TO 

NA TURAL GAS HEATING VALUE.

One side effect ot increasing the volume of Pennsylvania produced gas into 

Equitable's distribution system is a resulting increase in the overall beating value of 

gas being supplied to customers. The increased heating value translates into a 

reduction in usage per customer. The Company has proposed an adjustment to 

reflect the impact ol higher Btu gas.

10
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WHY HAS Till: COMPANY PROPOSHI) AN ADJUSTMENT TO REFLECT 

THE IMPACT OF HIGHER H I IJCAS IN THIS PROCEEDING?

I lie purchase <>1 higher Btu gas lor PGC supply has a direct impact on the 

Company, and since it is related to the purchase of gas supply, it is an appropriate 

issue to be addressed in this 1307(1) proceeding.

HAS [-QUITABU-PROVIDED ANY ANALYSIS THAT SUPPORTS ITS 

POSITION ON TUP: DECLINE; IN USAGE PER CUSTOMER?

Yes. In response to OTS Interrogatory OTS -105, the Company calculated 

the weather normalized average use per residential customers. The Company’s 

response is attached to my rebuttal testimony as Attachment JM()-3. The analysis 

supports Equitable’s contention that Ihc decline in the average use per customer 

coincides with the acquisition of the Apollo and Carnegie Systems in 1999. No 

inlcrvenor has contested this fact.

WHAT HAVE THE OCA, OSHA, AND OTS PROPOSED ON THIS ISSUE?

They oppose the Company’s adjustment. Their opposition is premised on 

the argument that the Btu adjustment is not a gas cost, and therefore should not he 

included in the PGC rale determination. Unlbrlunalely, the OCA, OSBA, and OTS 

would have the Commission ignore the adverse impact on the Company as a direct 

result of its acquiring additional Appalachian produced gas. The Bin’s directly affect 

gas a customer’s costs. The savings in gas costs from incremental volumes cannot 

be considered in a vacuum. They are a product of the higher Btu gas. The
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Commission cannot look at only the benefits to customers without considerini' the 

related impact on the Company.

V. Discounting of Fuel Retention Charges

HAVH YOU lU-VII-VVI'l) Till; OTS DIR ITT TESTIMONY KITATTI) TO I'Hi;

issue or “l■'IJ.;xlNG',',

Yes I have.

IX.) YOU IIAVi; ANY COMMENTS?

Yes. Generally, i;c|tiitable siiftporls the concept that delivery service 

competition among NGDCs is ruinous and should be examined closely by the 

Commission. However, Mr. Gruber's testimony on this issue contains several errors, 

misstatements, and inaccuracies that require clarilicalion in order to develop an 

accurate record m this proceeding. Also, OTS witness Mr. Gruber attempts to 

establish Commission policy without the benefit of an administrative hearing in 

whieh all pailies can participate.

ON PAGi; 20 OF MR. GRUBI-R’S DIRFCT TESTIMONY, THE OTS HAS

f

ATTEMPTED TO US I' EQUITABLE’S TARIFF PROVISIONS THAT PERMIT 

RATE DISCOUNTING. IS THIS A COMPLETE LIST?

12
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No, i( is not. In addition to the O I S partial list, all other delivery charges 

and monthly service charges, with the exception ol Kale KS, GSS and GSI., are 

subject to negotiation between the Company and the Customer.

ON VAGll 21 OF MR. GRUBliR’S DIRECT TESTIMONY, TliH OTS S'KATUS 

THAT TYPICALLY ONLY TRANSPORTATION CUSTOMLRS BFNHFIT 

FROM i'HL RA FF. FLUXING. DO YOU AGRFF WITH THIS STATFMFNT7

No I do not. lAjuitahle’s underlying ratemaking goal in negotiating rales 

with competitive customers is to maxinti/.c the level oF revenue recovered. The 

revenue recovered from competitive customers and non-competitive customers 

contributes toward Fqmtahle’s overall cost of providing distribution service. 

Therefore, contributions from competitive transportation customers assist in 

lowering the overall revenue needed to recover Fquitablc’s cost of service As a 

result, all customers benefit Irom Fquilable’s rale maximi/.alion strategy.

ON PAGE 21 OF MR. GRUBER’S DIRECT TESTIMONY, THE OTS STATES 

THAT IN THE CASE OF BALANCING, FLEXING BY THE COMPANY 

TRANSFERS A PORTION OF THE COST TO SERVE A TRANSPORTATION 

CUSTOMER TO THE PGC RATE CUSTOMERS. DO YOU AGREE WITH 

THIS STATEMENT?

No 1 do not. Interestingly, on page 12 and 13 of Mr. Gruber’s direct 

testimony, the CIS accurately described previous rale settlements related to the 

design of Equitable’s balancing service and charges. However, his interpretation of

13
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the rcsulis o\ I'liK. I No. 2 since ns inccpiion. I believe Mini the fact thal
the ('ompany chose noi to Mo so is icllinp.

Q. On page 27 of his rebuttal testimony', iMr. Rafferty characterizes the 

Company’s Htu adjustment proposal as simply an attempt to be “kept 

whole” with respect to reduced delivery margins that would follow from 

the completion of the NAOI* project. Do you agree?

A. No. As I discussed on page 4 of my direct testimony, die proposed Htu 

adjustment would true-up margins dating back lo die benchmark 1,045 Bin 
level establishing in the Company's last base rate proceeding. If the intent of 

the proposal were to keep die (‘ompany whole lor NAOI'-relatcd margin 
losses only, the adjustment mechanism would hav e to employ a baseline heal 
content of 1,000 Btu's, i.c., the heal value identified in fu.|uitable’s last 

1 507( f) proceeding.

Q. On page 29 of his rebuttal testimony, Mr. Rafferty offers a modification 

to the Company’s Bin adjustment proposal that would craZ/Y customers 

for margin gains in the event that system average Btu content falls below 

1,045 Rtu’s per cubit foot. Is (hat a meaningful concession to I'(*C 

customers?

A. Not at all. Ignoring the fact that die 1,045 Bm baseline is inappropriate, the 
chance that the system average Btu content would fall below dial baseline is 

dc minimus ~

(’ompany Witness Quinn

Q. On page 4 of his rebuttal testimony, Mr. Quinn references Section

1307(h) of the Public Utility Code, and repeats the Company’s position 

that Section 1307(h) authorizes (he recover) of the costs of a capital 

project in a 1307(f) proceeding. Do you have any comment?

A. Yes. While the OSBA obviously does not agree with Rquitable on this point, 
counsel informs me that a proper interpretation of Section l 307(h) calls for a 

legal opinion, which die OSBA will provide in its Main Brief.

See the response lo < )TS-104.
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(). On page 6 «r his i ehuUal testimony, Mr. Quinn discusses Vnachnicul 

.IMO-2, uiiich piii poi ls (o compai e (lie (o(al cosl (u rate[>a\ers 

associated with tile Company's iNAOP cosl recovery proposal to (hat 

which would be produced in a base rate proceeding. W hat is your 

response?

A. I believe that Mr. Quiim’s analysis provides a perfect example of single-issue 

ralemaking. In essence, looking at the revenue requirement impact ol a single 

investment project, like the NAOI*, outside the context of a full base rate 

proceeding is misleading. Liven if one were to assume that all the 

assumptions utilized by Mr. Quinn to compute his base rate case result were 

appropriate, his analysis ignores the fact that a base rate case would look at 

all components of the Company’s revenue requirement.. While the NAOI* 

would have a positiv e impact on fiqmtahle’s revenue requirement, other 

components which were previously included in base rates could provide an 

offsetting effect. The llnal impact of a base rate case on ratepayers remains 

uncertain until all revenue requirement components are examined and 

quantified. Indeed, this is exactly why the Commission does not permit 

utilities to engage in single-issue ratemaking.

Q. Beginning on page I I of his rebuttal testimony, Mr. Quinn argues that 

the savings in gas costs arising Iroin higher Btu gas should not be 

considered in a vacuum, i.c., the Commission should not ignore (tie 

adverse impact of higher Btu gas on the Company. Do you have any 

comments?

A. Yes. If l.iquitable wishes to have (lie Commission examine the impact of

rising system average Bin content on the Company’s margins, it should file a 

base rale proceeding. In no event should the Commission simply allow the 

Company to implement its proposed Bln adjustment mechanism. As 

previously discussed, the mechanism would compensate bquitable for Btu 

impacts that have nothing to do with the NAOP and, if approved, would allow 

the Company to retroactively recover margins dating back to the time that 

base rales were last set. Counsel informs me such an outcome would 

constitute retroactive ratemaking, which is prohibited by statute.

4
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[ Q. WHAT IS YOUR RECOMMENDATION CONCERNING THE 

2 COMPANY'S PBR 2 PROPOSAL?

3 A. Il is my recommendation that the Commission deny the Company’s

4 proposal to extend the expiration date of its PBR Plan No. 2. Furthermore,

5 die Company should be ordered to file schedules which show the

6 comparable monthly and annual levels of costs and revenue, versus the

7 guaranteed credit, for each of the previous two 1307(f) periods, before an

8 extension of the expiration date is considered.

9

10 NORTHERN ASSETS OPTIMIZATION

n Q. WHAT IS THE NORTHERN ASSETS OPTIMIZATION

12 PROGRAM?

13 A. I he Northern Assets Optimization Program is a capital investment program

14 consisting of five projects designed to increase pipeline capacity, lower

15 pressures on the gathering system, and increase local Appalachian

16 production on the Company’s system.

17 The projects are described on pages 21 and 22 of Company

18 statement No. 2. On December 3 I, 2004, The Company has estimated the

19 total investment in plant will be approximately $6,576,459.

14
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WHAT PROPOSAL IS THE COMPANY MAKING WITH 

REGARDS TO THE NORTHLK ASSETS OPTIMIZATION 

PROGRAM IN PHIS PROCEEDING?

The Company is proposing to amortize the cost of its investment as a 

demand cost over a six year period. This amortization would be included 

as a demand cost increasing annual gas costs by approximately $ 1,096,077 

for the six year amortization period.

WHY IS THE COMPANY PROPOSING THIS CHANGE IN THE 

RECOVERY MECHANISM EOR ITS INVESTMENT?

The Company is claiming that the completion of these projects would 

potentially result in a savings related to the avoidance of a significant 

amount of variable charges from upstream interstate pipelines. These 

variable charges would be in the form of transportation or usage fees and 

the associated retainage fees.

The Company also claims that there could be additional savings 

from the reduction in demand charges if certain unnamed operational 

reliability matters are alleviated.

DO YOU AGREE WITH THE COMPANY’S PROPOSAL?

I agree with the Company’s plan to improve its network. My objection is 

to the Company proposal for the recovery of its investment in plant.

15
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WHY DO YOU DISAGREE: WTI II THE COMPANY'S PROPOSAL?

The costs that the Company is proposing to include in the PGC are nol gas 

costs. They are costs associated with plant used for the collection and 

delivery of gas. Typically these costs are included as part of the 

Company’s rate base and included in base rates. The inclusion in the PGC 

would send inappropriate signals as to the price of gas.

DO YOU have: ANY FUR] HER OBJECTIONS TO THE 

COMPANY'S PROPOSAL?

Yes. Even if, hypothetically, this amortization was permitted to he 

included in gas cost, which it should nol, the Company’s proposed a six 

year amortization period is to short. By the Company’s own admission, the 

average service life of the plant involved would be at least 50 years.

Further, the life of a typical Appalachian natural gas may well he in excess 

of 60 years. The actual life of tiiese assets can not be determined as yet 

because the breakdown by plant account is not available at this time.

WHAT IS YOUR KECOMENDA I ION AS TO WHAT THE 

COMMISSION SHOULD DO WITH THIS PROPOSAL?

The Commission should not allow the inclusion of non-gas costs in this 

PGC or any other PGC. The Commission should reaffirm the distinction 

between base rate costs which are to be recovered in a 1308(d) proceeding

16



and gas costs which arc recovered in a I 307(0 proceeding and deny the 

Company permission to include this amorti/.ation in the 1*GC.

IS THE COMPANY CURRENTLY PROHIBITED FROM FILING A 

BASE RATE CASE?

Yes. In the Commission Order at Docket No. P-00032070, Equitable is 

prohibited from filing a base rate case until January 1, 2006. This 

prohibition was agreed to by the Company in a settlement of the above 

docket. Therefore, it is my opinion that the Company’s request for a base 

rate item to be included in gas cost is an attempt, by the Company, to 

negate a previously agreed to settlement and should be denied.

NATURAL GAS HEATING V ALUE

WHAT PROPOSAL MAS THE COMPANY MADE WITH

REGARDS TO T HE NATURAL GAS HEATING VALUE?

The Company is proposing to include an amount in the calculation of the 

PGC (Purchased Gas Cost) to offset what it perceives as a shortfall in 

distribution revenue due to the reduction in sales from the Company’s 

purchase and sale of gas with a higher BTU content.



?

Q. WHAT IS tup: BASIS FOR THE COMI'ANV s proposal?

A. The Company is adding a higher BTU Appalachian gas lo its supply mix.

3 This raises the average heat value of all gas sold on the Company’s system.

4 The result of a higher heat value gas is that customers will use less gas.

5 When customers use less natural gas, the Company’s non-gas revenues

6 decrease, causing, what the Company would have us believe, is a revenue

7 shortfall.

8

9 Q. DOFS AN INCREASE IN HEAT VALUE AFFECT THE

10 RECOVERY OF GAS COSTS?

It A. No.

12

13 Q. DO YOU AGREE WITH THE COMPANY'S PROPOSAL TO ADD

14 AN ADJUSTMENT, REFLECTING THE ALLEGED DECREASE IN

15 DISTRIBUTION REVENUE TO THE CALCULATION OF M S

16 COST OF GAS?

17 A. No.

18

19 Q. WHAT IS THE BASIS OF YOUR DISAGREEMENT WITH THE

20 COMPANY'S PROPOSAL?

21 A. The Company is proposing to recover an alleged shortfall in base rate

22 revenue which is affecting the Company’s rate of return. It is now seeking

18
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to recover this claimed shortfall in an inappropriate proceeding. The 

current proceeding is a forum for determining the Purchased Gas Cost rate.

This proceeding is to examine the costs and practices associated with 

Company's procurement of gas not the delivery of that gas. The rates set 

by the Commission in this proceeding will allow the Company to recover 

its gas cost. The rates set by the Commission in a base rate proceeding will 

allow the Company an opportunity to recover its distribution related costs.

IS THERE ANY OTHER REASON THIS TYPE OE ADJUSTMENT 

IS IMPROPER'

Yes. On pages 6 and 7 of Company witness Quinn’s testimony (Equitable 

Statement No. 3), the witness argues that the Company, in fulfilling its least 

cost procurement obligation to its customers, should he compensated for 

the reduction in Mcf sales by adding a base rate adjustment to the PGC in 

order to make up for the customers using less gas.

The Company argues that this higher BTU content gas is preventing 

the Company from earning a fair rate of return -- a base rale concept which 

has no place in a PGC proceeding. If the Commission allows the Company 

to include costs associated with rate of return in a PGC proceeding, it 

would be tantamount to giving the Company a guarantee for the recovery of 

rates. There are many factors which are used to determine fair and 

reasonable rates in a base rate proceeding. The Company’s request is

19
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SURREBUTTAL TESTIMONY ()1; JEROMI'^ D. MITRXWA

I. INTKODUCTION

Q, WOULD YOU PLEASE STA'IT- YOUR NAME; AND BUSINESS ADDRESS'.'

A. My name is Jerome D. Micrzwa. I am a Principal aikl Vice Presiilenl with Exeter 

Associates, Inc. My business address is 5505 Stenett Place, Suite 510, Columbia, 

Maryland, 2 1044. Exeter specializes in providing public utility-related consulting 

services.

Q. HAVE YOU PREVIOUSLY PRESENTED TES TIMONY IN THIS

PROCEEDING1.'

A. Yes. My prepared direct testimony was presented as OCA Statement No. I.

Q. WHAT IS THE PURPOSE OE YOUR SURREBUTTAL TESTIMONY?

A. The purpose of my surrcbutlal testimony is to respond to those portions oTthe rebuttal

testimony oT Equitable witnesses Stephen C. RaTTerly, John M. Quinn and JeTTrey S. Nchr 

that addresses my direct testimony.

Surrebullal Testimony oT Jerome D. Micrzwa Page l
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also receive a hxetl credii of $ 1.2 million, for the I 2-monlh period ended March 2004, 

I’HR Design No. I revenues have totaled $5,117 million. Therefore, the ( otupany is 

projected to receive an even greater share for the I 2-monlhs ending September 2004 than 

it did in the prior 12-month period. Meanwhile, the PGC customers’ share will remain 

the same.

Issue: PKR Design No. 2

Q. WITNESS RAR-'EKTY DISAGREES WITH YOUR RECOMMENDATION TO

NOT EXTEND 1M3R DESIGN NO. 2 FOR AN ADDITIONAL YEAR. HOW DO 

YOU RESPOND?

A. As previously explained, the majority of Equitable s capacity contracts expire on March 

3 1,2005. This includes the Company's contract with Equilrans for no-notice service. 

PBR Design No. 2 involves recovery of the costs associated with Equilrans no-notice 

service. It would he premature and unreasonable to extend the terms and conditions of 

PER Design No. 2 beyond September 30. 2005 without knowing Equitable’s future no­

notice sei vice contract quantities and costs. As with PER Design No. i, PER Design No. 

2 was agreed to in last year's settlement negotiations and can be addressed in the 

Company's 2005 I 3070) proceeding Under this approach, both of the Company’s 

PER’s would be considered simultaneously. This appears to be something the Company 

finds desirable.

Issue: Northern Asset Optimization Program (NAOP)

O. WITNESS RAEEEKTY CLAIMS THA I' THE; COMMISSION HAS

PREVIOUSLY AU THORIZED THE RECOVERY OE CAPITAL

Surrebuttal Testimony of Jerome D. Mierzwa Page 3
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DO YOU HAY!-; ANY COMMI-NTS?

A. Yes. I’irst, l.'lqinlable’s rocoveiy o! capital investment outside the context of a base rate 

proceeding was provided tor in various settlements approved by the Commission which 

were agreed to by all the intervening parties. Furthermore, these settlements provided for 

the resolution of many contested issues. Therefore, you cannot look at one of the settled 

issues in isolation. Agreement among the intervening parlies does not exist with respect 

to the N AOI* in this proceeding. In addition, the recovery of Fcjuilable's capital 

investment was contingent upon a demonstration of actual savings. Hijuilahle’s NAOP 

proposal in this proceeding is not contingent upon a demonstration of actual savings. 

There is no guarantee that the estimated NAOP savings will materialize.

Issue: H I U Proposal

Q. WITNESS KAFFFKTY CLAIMS Tl IAT Tl IF; COMPANY'S BTU PROPOSAL

IS OIRF.CTI .Y KLLATLD TO ITS NAOP PROPOSAL. WHAT IS YOUR 

RESPONSE?

A. Witness Rallerty claims that the Company's Btu proposal is simply a means to be "kept 

whole" lor reduced delivery margins due to the higher heat content of NAOP 

Appalachian gas. This is not accurate. The Company’s Bin proposal provides for the 

recovery ol reduced delivery margins due to increases in the heat content of the 

Company's gas which have occurred since 1996. The Company has not even commenced 

its NAOP project yet. Therefore, local gas resulting from NAOP has not yet affected the 

syslem. Any changes in Btu content that have occurred since 1996 are unrelated to 

NAOP. Thai is why cosls such as those associated with the NAOP and revenue impacts 

due to changes m Bin content should he considered m the context of a base rale case.

Surrebutlal Testimony of Jerome D. Micrzwa Page 4
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111. WITNESS: JOHN M. QUINN

Q. WITN1-SS (,)U1NN ALSO ADDKLSSLS TUL NAOL ANI.) MV

ADJUSTMI'NTS I.H) YOU IIAVI- ANY IN'ITIAL COMMLNTS‘>

A. Yes. IV> eliininalc duplication, I am limiting my response to witness Quinn’s rebuttal 

testimony to aspects of those issues not previously addressed in my response to witness 

Rafferty.

Issue: Northern Asset Optimization Program

Q. WITNESS QUINN CLAIMS THAT EQUITABLE BELIEVES THAT NAOP

CONSTRUCTION EXPENDITURES A III: A GAS COST AS DEFINED IN 

SECTION 130701) OF THE PUBLIC UTILI TY CODE. DO YOI i HAVE; ANY 

COMMENTS '

A. Yes, Whether NAOP construction expenditures are a gas costs is a legal issue which will 

be addressed by the OCA's attorneys in brief. Counsel informs me that it is the OCA's 

position that NAOP construction expenditures are not a gas cost as defined by the Public 

Utility Code

Q. WITNESS QUINN CLAIMS THAT IF NAOP COSTS WERE INCLUDED IN

BASE: RATES, PGC CUSTOMERS COULD BE HARMED WHAT IS YOUR 

RESPONSE?

A. Witness Quinn’s claim is based on a cost of.service analysis presented in Attachment 

JMQ-2 to bis rebuttal testimony. This cost analysis is deficient because it tails to 

recognize the reductions to operations and maintenance expenses Equitable will 

experience as a result of the NAOP. In addition, witness Quinn fails to distinguish 

between PGC customers and transportation customers in his analysis. That is, he 

incorrectly assumes that PGC customers should hear complete responsibility for NAOP

Surrebulla! Testimony of Jerome D. Mier/wa Page I 5
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costs. As explained in my direct testimony, transportation customers should also bear 

NAOI* cost responsibility.

Q. WITNKSS QUINN DISAGREES WITH YOUR. CLAIM THAT NO DCS ART

OBUGATl'iD I O INVI-ST IN PROJECTS SUCH AS THE NAOP IF THEY 

REDUCE GAS COSTS. DO YOU HAVE A RESPONSE?

A. NGl )Cs have the responsibility to minimize overall rates (PGC plus base rales) for their 

customers. Pursuing capital projects which increase base rates by more than the resulting 

gas cost savings would be inconsistent with this responsibility. Furthermore, as a 

component ot an NGOC’s overall gas procurement policy, the NGDC should pursue 

reasonable capital improvements that would reduce gas costs.

Issue: HTU Proposal

Q. WITNESS QUINN CLAIMS THA I'THE DECLINE IN THE AVERAGE USE

PER CUSTOMER. DUE TO HIGHER MTU CONTENT GAS COINCIDES 

WITH EQUITABLE S ACQUISITION OF THE APOLLO AND CARNEGIE 

SYSTEMS IN 1999. DO YOU HAVE ANY COMMENTS?

A. Yes. Etputable’s Bui proposal fails to consider any of the savings resulting from the 

merger which would offset the margins lost due to the decline in the average use per 

customer. Considering only one aspect oflhc impact of the acquisition of the Apollo and 

Carnegie Systems constitutes single issue ralemaking and is a prime example 

demonstrating that such ralemaking is improper.

Surrehuttal Testimony of Jerome I ). Micrzwa Page 16
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WHAT IS YOUR RECOMMENDATION CONCERNING THE

COMPANY'S PBR 2 PROPOSAL?

Ii is my recommendation that the Commission deity the Company’s 

proposal to extend the expiration date of its PBR Plan No. 2. Furthermore, 

the Company should be ordered to file schedules which show the 

comparable monthly and annual levels of costs and revenue, versus the 

guaranteed credit, for each of the previous two 1307(0 periods, before an 

extension of the expiration date is considered.

NORTHERN ASSETS OPTIMIZATION

WIIAT IS THE NORTHERN ASSETS OPTIMIZATION

PROGRAM?

The Northern Assets Optimization Program is a capital investment program 

consisting of live projects designed to increase pipeline capacity, lower 

pressures on the gathering system, and increase local Appalachian 

production on the Company’s system.

The projects are described on pages 2 I and 22 of Company 

statement No. 2. On December 3 1, 2004, '('he Company has estimated the 

total investment in plant will be approximately $6,576,459.

14
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WHAT PROPOSAL IS THE COMPANY MAKING WITH 

REGARDS TO THE NORTHER ASSETS OPTIMIZATION 

PROGRAM IN THIS PROCEEDING?

The Company is proposing to amortize the cost of its investment as a 

demand cost over a six year period. This amortization would be included 

as a demand cost increasing annual gas costs by approximately $1,096,077 

for the six year amortization period.

WHY IS THE COMPANY PROPOSING THIS CHANGE IN I DE 

RECOVERY MECHANISM EOR ITS INVESTMENT?

The Company is claiming that the completion of these projects would 

potentially result in a savings related to the avoidance of a significant 

amount of variable charges from upstream interstate pipelines. These 

variable charges would be in the form of transportation or usage fees and 

the associated retainage fees.

The Company also claims that there could be additional savings 

from the reduction in demand charges if certain unnamed operational 

reliability matters are alleviated.

DO YOU AGREE WITH THE COMPANY’S PROPOSAL?

I agree with the Company’s plan to improve its network.. My objection is 

to the Company proposal for the recovery of its investment in plant.

15
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20 A.

21

WHY IK) YOU IMSAGKUi: WITH Till: COMPANY’S PROPOSAL? 

The costs that the Company is proposing to include in the PGC are not gas 

costs. They are costs associated with plant used for the collection and 

delivery of gas. Typically these costs are included as part of the 

Company's rate base and included in base rates. The inclusion in the PGC 

would send inappropriate signals as to the price of gas.

8 Q. DO YOU HAVE ANY FURTHER OBJECTIONS TO THE

COMPANY’S PROPOSAL?

Yes. Even if, hypothetically, this amortization was permitted to be 

included in gas cost, which it should not, the Company’s proposed a six 

year amortization period is to short. By the Company’s own admission, the 

average service life of the plant involved would be at least 50 years. 

Further, the life of a typical Appalachian natural gas may well be in excess 

of 60 years. The actual life of these assets can not be determined as yet 

because the breakdown by plant account is not available at this time.

WHAT IS YOUR RECOMENRATION AS TO WHAT THE 

COMMISSION SHOULD DO W ITH ITUS PROPOSAL?

The Commission should not allow the inclusion of non-gas costs in this 

PGC or any other PGC. The Commission should reaffirm the distinction

-r) between base rate costs which are to be recovered in a 1308(d) proceeding

16
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and gas costs which arc recovered in a i 307(1) proceeding and deny the 

Company permission to include this amortization in the PGC.

IS THE COMPANY CURRENTLY PROHIBITED FROM FILING A 

BASE RATE CASE?

Yes. In the Commission Order at Docket No. P-00032070, Equitable is 

prohibited from filing a base rate case until January 1, 2006. This 

prohibition was agreed to by the Company in a settlement of the above 

docket. Therefore, it is my opinion that the Company’s request for a base 

rate item to be included in gas cost is an attempt, by the Company, to 

negate a previously agreed to settlement and should be denied.

NATURAL GAS HEATING VALUE

WHAT PROPOSAL HAS THE COMPANY MADE WITH

REGARDS TO THE NATURAL GAS HEATING VALUE?

The Company is proposing to include an amount in the calculation of the 

PGC (Purchased Gas Cost) to offset what it perceives as a shortfall in 

distribution revenue due to the reduction in sales from the Company’s 

purchase and sale of gas with a higher I3TU content.

17



1 Q. WHAT IS THE BASIS FOR THE COMPANY’S PROPOSAL?

A. The Company is adding a higher BTU Appalachian gas to its supply mix.

3 This raises the average heat value of all gas sold on the Company’s system.

4 The result of a higher heat value gas is that customers will use less gas.

5 When customers use less natural gas, the Company’s non-gas revenues

6 decrease, causing, what the Company would have us believe, is a revenue

7 shortfall.

8

9 Q. DOES AN INCREASE IN HEAT VALUE AFFECT THE

10 RECOVERY OF CAS COSTS?

M A. No.

12

13 Q. DO YOU AGREE WITH THE COMPANY’S PROPOSAL TO ADD

14 AN ADJUSTMENT, REFLECTING THE ALLEGED DECREASE IN

15 DISTRIBUTION REVENUE TO THE CALCULATION OF ITS

16 COST OF GAS?

17 A. No.

18

19 Q. WHAT IS THE BASIS OF YOUR DISAGREEMENT WITH THE

20 COMPANY’S PROPOSAL?

21 A. The Company is proposing to recover an alleged shortfall in base rate

22 revenue which is affecting the Company’s rate of return. It is now seeking

18
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to recover this claimed shortfall in an inappropriate proceeding. The 

current proceeding is a forum for determining the Purchased Gas Cost rate.

1 his proceeding is to examine the costs and practices associated with 

Company’s procurement of gas not the delivery of that gas. The rates set 

by the Commission in this proceeding will allow the Company to recover 

its gas cost. The rates set by the Commission in a base rate proceeding will 

allow the Company an opportunity to recover its distribution related costs.

IS THERK ANY OTHER REASON THIS TYPE OE ADJUSTMENT 

IS IMPROPER?

Yes. On pages 6 and 7 of Company witness Quinn’s testimony (Equitable 

Statement No. 3), the witness argues that the Company, in fulfilling its least 

cost procurement obligation to its customers, should be compensated for 

the reduction in Mcf sales by adding a base rate adjustment to the PGC in 

order to make up for the customers using less gas.

The Company argues that this higher BTU content gas is preventing 

the Company from earning a fair rate of return - a base rate concept which 

has no place in a PGC proceeding. If the Commission allows the Company 

to include costs associated with rate of return in a PGC proceeding, it 

would be tantamount to giving the Company a guarantee for the recovery of 

rates. There are many factors which are used to determine fair and 

reasonable rates in a base rate proceeding. The Company’s request is

19
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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 supply.

Equitable's Appalachian supply includes two types: Appalachian- 

Direct and Appalachian-Transport. Appalachian-Direct refers to 

Appalachian supplies that are delivered directly into the Company’s 

gathering systems or otherwise aggregated for delivery into the 

Compan/s distribution system. Appalachian-Transport refers to those 

Appalachian supplies that must be transported through Equitrans to the 

Company's distribution system.

WHAT PERCENTAGE OF TOTAL SUPPLY DOES EACH SUPPLY 

SOURCE IDENTIFIED ABOVE REPRESENT DURING THE 

PROJECTED PERIOD?

During the projected period (12-month period ending September 

30, 2009), Equitable anticipates that its total supply will consist of 

approximately 8.06 million dekatherms (“Dth"), or roughly 30%, from 

Southwest production area sources and approximately 18.64 million Dth, 

or roughly 70%, from other Appalachian sources, including Appalachian- 

Transport and Appalachian - Direct.

HAVE THE CURRENT SUPPLY SOURCES CHANGED WHEN 

COMPARED TO THE COMPANY’S 2007 1307(F) FILING?

Only slightly. Equitable’s 2007 1307(0 filing indicated that its total 

supply would consist of approximately 8.65 million Dth, or roughly 33%,

7



actual and the assumed pressure would have a direct impact on the 

metered gas volume and also would contribute to UFG.

PLEASE EXPLAIN HOW THE COMPANY'S UFG IS INCORPORATED 

INTO THE ANNUAL 1307(F) FILING.

In the filing, the Company forecasts the quantity of UFG volumes 

for the upcoming projected period. Using a forecast, and a projected cost 

of gas, the Company develops a total annual projected expense (in 

dollars), which includes the cost associated with UFG.

PRIOR TO EXPLAINING THE RESULTS OF THE UFG STUDY, PLEASE 

PROVIDE A DESCRIPTION OF THE EQUITABLE SYSTEM.

As of December 31, 2007, Equitable served 258,152 residential, 

commercial and industrial customers in the City of Pittsburgh and adjacent 

territories in Allegheny, Armstrong, Butler, Clarion, Fayette, Greene, 

Indiana, Jefferson, Washington and Westmoreland Counties in 

Southwestern Pennsylvania.

The Equitable system is unique in that in addition to owning 

distribution assets, it also owns transmission assets as well as a 

significant amount of gathering facilities.

HOW DID EQUITABLE COME TO ACQUIRE THESE GATHERING 

ASSETS?

In December 1999, the Company acquired gathering and other 

facilities from the Carnegie Natural Gas Company. In June 2003, this 

Commission approved the acquisition of the PA - North gathering system
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from Equitable Field Services at Docket No. G-0031009. In June 2006, 

the Company acquired the Crooked Creek gathering facilities from 

Equitrans, L.P.

WHY COULD THE ACQUISITION OF GATHERING FACILITIES RESULT 

IN AN INCREASE IN TOTAL SYSTEM UFG?

In general, gathering facilities experience a higher level of lost and 

unaccounted for gas than distribution or transmission facilities. Gathering 

facilities have a different maintenance standard than distribution and 

transmissions facilities. Gathering systems are constructed primarily to 

transport well-head production to transportation or distribution facilities, 

not to provide service to end-use customers. The decision to invest in 

gathering facilities is based on the projected level of supply from the 

upstream production wells. As a result of these gathering acquisitions and 

recent investments, approximately thirty-six percent (36%) of the total gas 

supply into the Equitable system is delivered through some portion of 

these gathering assets or aggregated into the distribution system.

PLEASE PROVIDE A SUMMARY OF THE RESULTS OF THE OVERALL 

SYSTEM UFG STUDY.

The following details the UFG calculation for the period November 

2006 through October 2007.

Total Supply 
Total Deliveries 
Unaccounted for Gas 
UFG %

52,741,688 Dth 
49.076.056 Dth

3,665.632 Dth
6.95%

The detailed study is attached to my testimony as Exhibit TPW-7.
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Q. WHY DIO THE COMPANY SELECT THE PERIOD NOVEMBER 2006 

THROUGH OCTOBER 2007 FOR THE STUDY?

A. By choosing the period November 2006 through October 2007, the

study ends during light load conditions, which minimizes the effect of 

billing cycle adjustments and assures weather conditions have a minimal 

impact.

Q. WHAT ARE THE SUPPLY SOURCES DELIVERED ONTO EQUITABLE'S 

SYSTEM?

A. Equitable’s supply sources include deliveries from Equitrans

through custody transfer meters and Appalachian - Direct supplies 

delivered into the system.

Q. HOW MUCH SUPPLY WAS RECEIVED FROM EQUITRANS DURING 

THE STUDY PERIOD NOVEMBER 2006 THROUGH OCTOBER 2007?

A, During the period November 2006 through October 2007, Equitable

received 33,980,782 Dth of supply from Equitrans. This represents 64% 

of the total supply delivered to Equitable over this period. A detailed listing 

of Equitrans custody receipts is attached to my testimony as Exhibit TPW-

8.

Q. HOW IS THE SUPPLY FROM EQUITRANS RECEIVED?

A. Equitrans custody supply consists of 113 custody transfer meters

that feed into the Equitable Gas distribution system. These demand- 

based meters include 26 meters with flow computers which are on-line

25



with the SCADA system and 75 meters with electronic gauges correcting 

for temperature and pressure as the gas flows.

HOW MUCH SUPPLY WAS RECEIVED FROM APPALACHIAN - 

DIRECT PRODUCTION DURING THE UFG STUDY PERIOD 

NOVEMBER 2006 THROUGH OCTOBER 2007?

During the period November 2006 through October 2007, Equitable 

received 18,760,906 Dth of supply from Appalachian - Direct production. 

This represents 36% of the total supply delivered to Equitable over this 

period. This production was received from 1,495 points directly connected 

to Equitable's facilities. Please see Exhibit TPW-9 for a list of the 

production by meter.

CAN YOU PROVIDE THE DEMAND REQUIREMENTS ON 

EQUITABLE'S SYSTEM?

The demand requirements include deliveries to customers, 

deliveries to Equitrans and gas used for company use. I will describe 

each of these in more detail below.

CAN YOU PROVIDE THE CUSTOMER DEMAND FOR THE PERIOD 

NOVEMBER 2006 THROUGH OCTOBER 2007?

The customer demand for the period November 2006 through 

October 2007 was 47,408,438 Dth. This demand represents accrued 

throughput, converted to Dth, for customers served off of Equitable 

facilities, based on cycle billing during the study period. Please refer to 

Exhibit TPW-10 for details supporting the customer demand for the study
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EQUITABLE GAS COMPANY 
Response to Interrocjatones of (OGA

Docket No R-2009-2029325 
Item iOGA-l-3

Customer Rato
Type_____ Number Gathering Retainage

Producer 5G $ 0.00%
Producer 1 s 0.1400 0.00%
Producer 5 s 0.2500 0.00%
Pioducer 2 s 0.3000 0 00%
Producer 1 s 0 3500 0.00%
Producer 2 s 0 4000 0.00%
Producer 10 s 0.5000 0 00%
Producer 1 $ 0 5000 2.00%
Prooucer 5 s 0.2500 5 00%
Producer 15 5 0.3000 5.00%
Producer 7 s 0.3500 5.00%
Producer 1 $ 0 4000 5.00%
Producer 4 s 0.4500 5 00%
Producer 1 s 0 4656 5.00%
Producer 1 s 0 5000 5 00%
Producer 2 s 0 2500 5 40%
Producer 1 s 0 3000 5 40%
Producer 4 s 0.3500 5 40%
Producer 2 s 0.4000 5.40%
Producer 2 s 0.4500 5.40%
Producer 19 3 0 4656 6 68%
Producer 2 3 0 4756 6 68%
Producer 8 $ 0 4791 6.68%
Producer 5 5 0 6500 7 50%
Marketer 1 5 0.1656 0 00%
Marketer 4 3 0 2500 0 00%
Marketer 1 S 0.3000 0 00%
Marketer 2 3 0.3500 0.00%
Marketer 1 3 0.4500 0 00%
Marketer 1 $ 0.4656 0.00%
Marketer 1 S 0.4657 0.00%
Marketer 1 S 0.4791 0.00%
Marketer 2 $ 0 5000 0.00%
Marketer 1 S 0.5500 0.00%
Marketer 1 3 1.0000 0 00%
Marketer 4 3 0.00%
Marketer 1 S 0.4656 6.68%



Dockci No k-2<K)8-2i')2‘>.>:5

licni: K Ki-\-I-S 
Kespoiulciu: lolin M. ()uiim
i'<isiiion; Vice I’rcsklcui. I.IH"1 K:ites and < ias Snppls

l-QLdTABI .!• GAS COMPANY
Response lo Inierrogaiories of the
Independent Oil and (’ias Association of I'ennss Ivania

hem: lOGA-l-X

Please calculate what a cost based Kate AGS would he tor each eosl-ol-ser\ ice sludv 
using the following assumptions: The numerator of the rale is the total cost of service at 
propose*.! rales lor the Rale AGS service and the denominator is total gathering system 
throughput.

Response:

An arithmetical calculation which divides the total "cost of service" at proposed rates for 
Rale AGS service, as presented in I'ljuitahle Exhibit IV. In the total naihering system 
throughput would not produce a cost baser! rate lor Rale AGS as suggested In the i|uestum.
I he cost ol service studies presented in 1 Tpiiiahle Txhibit IV are not intended to identify a 
maximum cost of service rate for negotiated Rate AGS. Rather, the studies simply identify 

million of the $5 I d million revenue deficiency that should be recovered from 
l .cjuitable s Rale AGS customer s. I he actual cost of ser\ ice is much higher . The cost-of- 
service studies do not include estimated costs ol Gas related to compression or losl and 
unaccounted for volumes. I he attached calculation estimate:* a Kate AGS cost of'service of 
$ I ,(>f* per I )tli.



IOGA-1 -8 
($000 Omitted)

1 Cost of Service $ 12.843

2 Billing Determinants (Dth) 14,444

3 Cost of Service Rate (Dth) $ 0.89

4 Retainage 9.00%

5 Retainage cost @ $11,916 $ 15,490

6 Total Cost $28,333

7 Total Cost of Service/Dth $ 1 96

Notes'
1 Exhibit IV, Item 53 53 IV-B-I(A). Sheet 1 of 85.
2 Exhibit III
3 Line 1 / Line2
4 Tariff retainage rate
5 June NYMEX close = $11.916
6 Line 1 *• Line 5
7 Line 1 +- Line 5



Docket No. K-^M)S-:0?.t>325 
licm: KJCiA-l-l 
Respoiuleiu: lolm M. (Juimi
I’.i-iiiion: Vice IYesi<ient. I.1.H" Kaio.s and (ias Stipplv,

l.-QUITABU- GAS COMPANY
Kcsponsc to lrHe!Tou.atones ot the
Indepcndeni Oil and Gas Associaiion ori'ennsv K ania

llom: IOGA-M3

INcasc explain why die costs on-quiiahle's iiaihering system should not be alloealed 
solelv lo its resideniial and general sales service customers who are the beneficiaries of 
Pennsylvania produced gas and also to those transportation customers who transport 
Pcnnsvivanta supplies on lapiiiahle s svstem.

Response:

Allocation of the cost of the gathering system soleb to residential, general sales service, 
and transportation customers would lead to cross subsidi/.ution. inaccurate prices signals, 
and allow producers ol Pennsylvania gas who benelli from the svstem and who may well 
be the primarv beneliciaries ol the system to escape paying anv of the gathering system 

costs.



Docket No K-2(KlX-2()2‘k'25 
Item:
l<esjH>tu.lct\r. .ioltn k>umn
I’osition: Vice I'fvsulcnt. I.[.)<' Hates and < ins Supph

IdiUlTAULk. GAS COMPANY
Response to Inten ogatories of the
Independent Oil and Gas Association of Pennsylvania

lietn: iO<iA-l-2X

Does Cqttitable view its gathering system as a benefit to its ratepayers0 Please explain.

Response:

P.cjuitable views its gathering system as a l.tencltl to its ratepayers. Customers receive 
natural gas service directly from gathering lines (service front lield lines). Absent 
l-quitable's service from lield lines, distribution service line extensions, for the most part, 
would be uneconomic and therelore. man', customers would he denied natural eas service.

f.quitable also believes that a benefit will exist for residential, commercial, and industrial 
distribution customers of Pquitahle if PA production can be acquired and transported to 
Rquiiahle’s distribution system at prices less than city gate delivered interstate natural gas 
supply. Producers who use the gathering system to br ing their gas to market also henelit 
from the gathering system



Docket No. R-2008-2():<H:5
hem: U.H iA -I - i I
Re>poiuJent: Carol H.Cias
I’osilivut: Manager. 1‘lanmim ami Anahsi

F.OUITAUU- GAS COMPANY
Response to InterrogatrHies oflhe
Independent Oil and Gas Association of Pennsylvania

Item: KKiA-l-ll

For eacli of the following compressor stations, please indicate the I'F.KC account lor the 
asset, its original cost, and its accumulated depreciation:

(a) Crooked Creek

(h) Atwood

(c) Creighton

<d> Village

Ic) Fisher

(f) Shoemaker

(g) Mill

Please provide the information in Fxcel format.

Response:

The attached analysis provides the requested information by compressor station as of June 
JO. 2008. Please note, since the Company uses the composite method to calculate 
depreciation expense, the accumulated depreciation reserve for each station is an estimate 
based on in-service dates and current depreciation rales.



I'.quitaUie (ias Company -1*.\ Division 
Compressor Stations hy FURC Account 
As of June 20, 2tms

Original Accumulated
Station 1 FRC Acct Cost Depreciation

Atwood (Avondale) .>27000 $ 6,607 S (4,784)
.13 3000 106.333 (37,148)
36X000 334 (353 )
30 7.300 3.006 (3,006)

Total % 116.612 $ (45.382)

Creighton 303000 S 7.471 $ (2,304)
363)10 21.326 -

366100 230,320 (1 1 1.1281
368000 2.404,712 ( 3 53.635)
360000 >33 (313)
370000 37,301 157.301)
3X0100 0.766 -

Total $ 2.760,632 $ (524,682)

Crooked Creek 323 U>0 % 2.363 %
>27000 137.726 (72,827)
333000 2.867.480 1.407.1 12)
33 1000 3.706 (1,526)
337000 >.066 (2.600)
300000 67.030 (28,406)
;oiooo 3,806 (2.312)
304000 32.376 (30.586)
307100 13,684 (8.707)
307400 4,330 (1.136)

Total % 3,170,708 % (553.300)

Fisher 363110 $ 3.363 %
366100 233.306 (02.851)
36X000 1.630.738 (572.501)
373000 100 (100)
303000 2,303 (2.303)
307120 4.308 (4.508)

Total $ 1.003.707 $ (672.363)

mu 327000 $ 64.821 $ (28.330)
3 3000 23 7.40 1 (122.336)

368000 100.183 (8.003)
Total $ 402,407 % (150.578)



F,((ui(;thlf (.as Company - V\ Division

Compressor Stations by FFRC Accaiunt

As or Juneurns

Original Accumulated
Station FF.RC Acct Cost Depreciation

Shoemaker 303000 $ 7,471 $ (2,304)
365110 4,063 -

366100 42 3,399 (146.898)
366200 772 (404)
368000 6.1 13,467 < 1,355,105)
560000 43,297 (26.552)
397120 2.318 (2,318)

Total % 6.594,787 $ (1,533,562)

Village 325510 % 2,000 $
527000 9.516 (5,436)
333000 19S.272 (89,722)
36HOOO 100.185 (8,903)
390000 79,918 (62,734)
393000 3,853 (3.818)

Total $ 390.744 5 (170,613)



Docket N'o. k-20().s-20:v.v:5 
Item: I' Ki A -I • 13 
Kcspoiuicm: riiomas I*. U’i;j,c.ci s 
Position: Director, Gas Supph

RQUITABU-: GAS COM PA N't’
Kesp«)nsii to interrogatories of the
Independent Oil and Gas Association of Pennsylvania

Item: lOGA-l-O

Reference liquitable's response to 52 Pa, Code (j 53.5). I.C.2, Sheet I. Does this map 
show all gathering facilities within the scope of Rate AGS'.’ If not, please provide a map 
shou ing these facilities.

Response:

In part. I )ue to the conthlcniial nature of this request, a map oil he gathering facilities is 
aval laiile for revieu at the law oltices of Thomas. I’homas. Armstrong A; Niesen, Suite 
50(). 212 Locust Street. Harrisburg. PA.



Dockei No. R-200S-202‘}325 
Item; IOGA-H1-5 
!,rc[Kircd l>\: Thomas P. VVigueis 
Title: Director lias Supply

LOUITAHl .T GAS COMPANY
Resfumse to liitcrrouaMries ol the
Indejicmleni ()il and ( ias Association of Pennsylvania

lieni: IOGA-lll-5

ITillou-up to IOGA-l-3 in R-20()S-202d325. Oquitahle did not completely answer the 
question asked. Please provide a list showing the following;

Column I; 

Column 2; 

Column 3: 

Column A:

Column 5;

Agreement numbers, stalling at I and numbering consecutively.

Rate charged under Rate AGS.

Retainage percentage charged under Rale AGS.

Reason for charging a rate in column f2) or retainage column (3) less than 
the highest rale or retainage percentage shown for any agreement.

It reason in column (4) is "eompetilive alternative.” list the distance to the 
alternative pipeline.

Also, please explain why the attachment to IOGA-l-3 shows well over 100 customers while 
the response to OTS-RS-l 4 states that there are OS Rate AGS customers.

Response:

Please see the attached. 1 he response to (>TS-RS-14 lists the total number of Rate At iS 
customers. The response to IOGA-l-3 includes more than the total number of Rale AGS 
eusiomers because the same Rale AGS customer may be included in several of the 
categories in table included in IOGA-l-3.



EQUITABLE GAS COMPANY

Response to Interrogatories of IOGA

Docket No. R-2008-2029325

Item. IOGA-III-5

Agreement ft 

Column (1)
Rate

Column (2)
Retainage 
Column (3)

Reason for Rate 
Column (4)

Explanation 
Column (5)

Agreement 1 $ - 0.00% Negotiation See Column (4)
Agreement 2 $ - 0.00% Negotiation See Column (4)
Agreement 3 $ - 0.00% Negotiation See Column (4)
Agreement 4 $ - 0.00% Negotiation See Column (4)
Agreement 5 $ - 0.00% Negotiation See Column (4)
Agreement C $ - 0.00% Negotiation See Column (4)
Agreement 7 $ - 0.00% Negotiation See Column (4)
Agreement 8 $ • 0.00% Negotiation See Column (4)
Agreement 9 $ - 0.00% Negotiation See Column (4)
Agreement 10 S - 0.00% Negotiation See Column (4)
Agreement 11 $ - 0.00% Negotiation Sec Column (4)
Agreement 12 $ - 0.00% Negotiation See Column (4)
Agreement 13 $ - 0.00% Negotiation See Column (4)
Agreement 14 $ - 0.00% Negotiation See Column (4)
Agreement 15 $ - 0.00% Negotiation See Column (4)
Agreement 16 s - 0,00% Negotiation See Column (4)
Agreement 1 7 $ - 0.00% Negotiation See Column (4)
Agreement 18 $ - 0.00% Negotiation See Column (4)
Agreement 19 $ - 0.00% Negotiation See Column (4)
Agreement 20 s - 0.00% Negotiation See Column (4)
Agreement 21 $ - 0.00% Negotiation See Column (4)
Agreement 22 $ - 0,00% Negotiation See Column (4)
Agreement 23 $ - 0.00% Negotiation See Column (4)
Agreement 24 s - 0.00% Negotiation See Column (4)
Agreement 25 $ - 0.00% Negotiation See Column (4)
Agreement 26 s - 0.00% Negotiation See Column (4)
Agreement 27 s 0.00% Negotiation See Column (4)
Agreement 28 $ - 0.00% Negotiation See Column (4)
Agreement 29 s - 0.00% Negotiation See Column (4)
Agreement 30 $ - 0.00% Negotiation See Column (4)
Agreement 31 s - 0.00% Negotiation See Column (4)
Agreement 32 $ - 0.00% Negotiation See Column (4)
Agreement 33 s - 000% Negotiation See Column (4)
Agreement 34 $ - 0.00% Negotiation See Column (4)
Agreement 35 $ - 0.00% Negotiation See Column (4)
Agreement 36 s - 0.00% Negotiation See Column (4)
Agreement 37 $ - 0.00% Negotiation See Column (4)
Agreement 38 $ - 0.00% Negotiation See Column (4)
Agreement 39 $ - 0.00% Negotiation See Column (4)
Agreement 40 $ - 0.00% Negotiation See Column (4)
Agreement 41 $ - 0.00% Negotiation See Column (4)
Agreement 42 $ - 0.00% Negotiation See Column (4)
Agreement 43 $ - 0.00% Negotiation See Column (4)
Agreement 44 $ - 0.00% Negotiation See Column (4)
Agreement 45 $ - 0.00% Negotiation See Column (4)
Agreement 46 $ - 0.00% Negotiation See Column (4)



EQUITABLE GAS COMPANY

Response to Interrogatories of IOGA
Docket No. R-200a-202932fS

Item: IOGA-lll-5

Agreement 
Column (1) 

Agreement 47 
Agreement 48 
Agreement 49 
Agreement 50 
Agreement 51 
Agreement 52 
Agreement 53 
Agreement 54 
Agreement 55 
Agreement 56 
Agreement 57 
Agreement 58 
Agreement 59 
Agreement 60 
Agreement 61 
Agreement 62 
Agreement 63 
Agreement 64 
Agreement 65 
Agreement 66 
Agreement 67 
Agreement 68 
Agreement 69 
Agreement 70 
Agreement 71 
Agreement 72 
Agreement 73 
Agreement 74 
Agreement 75 
Agreement 76 
Agreement 77 
Agreement 78 
Agreement 79 
Agreement 80 
Agreement 81 
Agreement 82 
Agreement 83 
Agreement 84 
Agreement 85 
Agreement 86 
Agreement 87 
Agreement 88 
Agreement 89 
Agreement 90 
Agreement 91 
Agreement 92

Rate Retamage Reason for Rate Explanation
Column (2) Column (3) Column (4) Column (5)
$ - 0.00% Negotiation See Column (4)
$ - 0.00% Negotiation See Column (4)
$ - 0.00% Negotiation See Column (4)
$ - 0.00% Negotiation See Column (4)
$ - 0.00% Negotiation See Column (4)
$ - 0.00% Negotiation See Column (4)
$ - 0 00% Negotiation See Column (4)
$ - 0.00% Negotiation See Column (4)
$ - 0.00% Negotiation See Column (4)
$ - 0 00% Negotiation See Column (4)
$ 0.1400 0.00% Negotiation See Column (4)
$ 0.2500 0.00% Negotiation See Column (4)
$ 0.2500 0.00% Negotiation See Column (4)
$ 0.2500 0.00% Negotiation See Column (4)
$ 0.2500 0.00% Negotiation See Column (4)
$ 0.2500 0.00% Negotiation See Column (4)
$ 0.3000 0.00% Negotiation See Column (4)
S 0.3000 0.00% Negotiation See Column (4)
$ 0.3500 0.00% Negotiation See Column (4)
$ 0.4000 0.00% Negotiation See Column (4)
$ 0.4000 0.00% Negotiation See Column (4)
$ 0.5000 0.00% Negotiation See Column (4)
$ 0.5000 0.00% Negotiation See Column (4)
$ 0.5000 0.00% Negotiation See Column (4)
s 0.5000 0.00% Negotiation See Column (4)
s 0.5000 0.00% Negotiation See Column (4)
$ 0.5000 0.00% Negotiation See Column (4)
s 0.5000 0.00% Negotiation See Column (4)
$ 0.5000 0.00% Negotiation See Column (4)
$ 0.5000 0.00% Negotiation See Column (4)
$ 0.5000 0.00% Negotiation See Column (4)
$ 0.5000 2.00% Negotiation See Column (4)
$ 0.2500 5.00% Negotiation See Column (4)
$ 0.2500 5.00% Negotiation See Column (4)
$ 0.2500 5.00% Negotiation See Column (4)
$ 0.2500 5.00% Negotiation See Column (4)
$ 0.2500 5.00% Negotiation See Column (4)
s 0.3000 5.00% Negotiation See Column (4)
$ 0.3000 5.00% Negotiation See Column (4)
$ 0.3000 5.00% Negotiation See Column (4)
$ 0.3000 5.00% Negotiation See Column (4)
$ 0.3000 5.00% Negotiation See Column (4)
$ 0.3000 5.00% Negotiation See Column (4)
$ 0.3000 5.00% Negotiation See Column (4)
$ 0.3000 5.00% Negotiation See Column (4)
$ 0.3000 5.00% Negotiation See Column (4)



EQUITABLE GAS COMPANY

Response to Interrogatories of IOGA
Docket No. R-2008-202932r>

Item IOGA-111-5

Agreement ((■ 

Column (1) 
Agreement 93 
Agreement 94 
Agreement 95 
Agreement 96 
Agreement 97 
Agreement 98 
Agreement 99 
Agreement 100 
Agreement 101 
Agreement 102 
Agreement 103 
Agreement 104 
Agreement 105 
Agreement 106 
Agreement 107 
Agreement 108 
Agreement 109 
Agreement 110 
Agreement 111 
Agreement 112 
Agreement 113 
Agreement 114 
Agreement 115 
Agreement 116 
Agreement 11 7 
Agreement 118 

Agreement 119 
Agreement 120 
Agreement 121 
Agreement 122 
Agreement 123 
Agreement 124 
Agreement 125 
Agreement 126 
Agreement 127 
Agreement 128 
Agreement 129 
Agreement 130 
Agreement 131 
Agreement 132 
Agreement 133 
Agreement 134 
Agreement 135 
Agreement 136 
Agreement 137 
Agreement 138

Rate Retainage Reason for
Column (2) Column (3) Column i
$ 0.3000 5.00% Negotiation
$ 0.3000 5.00% Negotiation
$ 0.3000 5.00% Negotiation
$ 0.3000 5.00% Negotiation
$ 0.3000 5.00% Negotiation
$ 0.3000 5.00% Negotiation
$ 0.3500 5.00% Negotiation
$ 0.3500 5.00% Negotiation
$ 0.3500 5 00% Negotiation
$ 0.3500 5.00% Negotiation
$ 0.3500 5.00% Negotiation
S 0,3500 5.00% Negotiation
$ 0.3500 5.00% Negotiation
$ 0.4000 5.00% Negotiation
$ 0.4500 5.00% Negotiation
$ 0.4500 5.00% Negotiation
$ 0.4500 5.00% Negotiation
$ 0.4500 5.00% Negotiation
$ 0.4656 5.00% Negotiation
s 0.5000 5.00% Negotiation
$ 0.2500 5.40% Negotiation
$ 0.2500 5.40% Negotiation
s 0.3000 5.40% Negotiation
$ 0.3500 5.40% Negotiation
s 0.3500 5.40% Negotiation
$ 0.3500 5.40% Negotiation
$ 0.3500 5.40% Negotiation
$ 0.4000 5.40% Negotiation
$ 0.4000 5.40% Negotiation
$ 0.4500 5.40% Negotiation
$ 0.4500 5.40% Negotiation
$ 0.4656 6.68% Negotiation
$ 0.4656 6.68% Negotiation
$ 0.4656 6.68% Negotiation
$ 0.4656 6.68% Negotiation
$ 0.4656 6.68% Negotiation
$ 0.4656 6.68% Negotiation
$ 0.4656 6.68% Negotiation
$ 0.4656 6.68% Negotiation
$ 0.4656 6.68% Negotiation
$ 0.4656 6.68% Negotiation
$ 0.4656 6.68% Negotiation
$ 0.4656 6.68% Negotiation
$ 0.4656 6.68% Negotiation
$ 0.4656 6.68% Negotiation
$ 0.4656 6.68% Negotiation

Explanation 
Column (5) 

See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4} 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column {4) 
See Column (4)



EQUITABLE GAS COMPANY

Response to Interrogatories of IOGA

Docket No. R-2008-2029325

Itonr lOGA-lll-5

Agreement It Rate
Column (1) Column (2)

Agreement 139 S 0.4656
Agreement 140 $ 0.4656
Agreement 141 $ 0.4656
Agreement 142 $ 0.4656
Agreement 143 s 0.4756
Agreement 144 $ 0.4756
Agreement 145 $ 04791
Agreement 146 $ 0.4791
Agreement 147 s 0.4791
Agreement 148 $ 0.4791
Agreement 149 $ 0.4791
Agreement 150 $ 0.4791
Agreement 151 $ 0.4791
Agreement 152 s 0.4791
Agreement 153 $ 0.6500
Agreement 154 $ 0.6500
Agreement 155 £ 0.6500
Agreement 156 S 0.6500
Agreement 157 $ 0.6500
Agreement 158 $ 0.1656
Agreement 159 $ 0.2500
Agreement 160 $ 0.2500
Agreement 161 $ 0.2500
Agreement 162 S 0.2500
Agreement 163 3 0.3000
Agreement 164 3 0.3500
Agreement 165 S 0.3500
Agreement 166 $ 0.4500
Agreement 167 $ 0.4656
Agreement 168 S 0.4657
Agreement 169 $ 0.4791
Agreement 170 S 0.5000
Agreement 171 S 0.5000
Agreement 172 $ 0.5500
Agreement 1 73 $ 1.0000
Agreement 174 $ -
Agreement 175 3 -
Agreement 1 76 $ -
Agreement 1 77 $ -
Agreement 178 S 0.4656

Retainage Reason for Rate 
Column (3) Column (4) 

6.68% Negotiation 
6.68% Negotiation 
6.68% Negotiation 
6.68% Negotiation 
6.68% Negotiation 
6.68% Negotiation 
6.68% Negotiation 
6.68% Negotiation 
6 68% Negotiation 
6.68% Negotiation 
6.68% Negotiation 
6.68% Negotiation 
6.08% Negotiation 
6.68% Negotiation 
7.50% Negotiation 
7.50% Negotiation 
7.50% Negotiation 
7.50% Negotiation 
7,50% Negotiation 
0.00% Negotiation 
0,00% Negotiation 
0.00% Negotiation 
0.00% Negotiation 
0.00% Negotiation 
0.00% Negotiation 
0.00% Negotiation 
0.00% Negotiation 
0.00% Negotiation 
0.00% Negotiation 
0.00% Negotiation 
0.00% Negotiation 
0.00% Negotiation 
0.00% Negotiation 
0.00% Negotiation 
0.00% Negotiation 
0.00% Negotiation 
0.00% Negotiation 
0.00% Negotiation 
0.00% Negotiation 
6.68% Negotiation

Explanation 
Column (5) 

See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4) 
See Column (4)



I'Jockel No. R-200S-2029325 
Iioin: !0(iA-lll-6 
Prepaid! hy. TUoma^ IV VVi-.'.e.cvs 
Tiile: Dirceioi (ias Supply

i:<>)un Aui.i- (i.-\s company

Response lu Inlerroyalones id llie
liulepeiuleul ()il ami (las Assoeiailim ol Peimsyh'aiua

liem: l()(iA-III-6

(a) When did Pquilable acquire and begin to operate llte Crooked Creek gathering 
system'.'

(b) l-'roni wlial eonqiany did Lquitable aequire this system?

(e | I )id Cquilalde seek and obtain approval from I CRC aud/vM- ihe Pa PUC lor tl\e
tiequisilion ol this system.’ II so. [ilease provide copies ol the iegulator\ reijiiestlsl 
and the regulatory approval(s). If not, please explain why not.

Response:

Please see the attachments.
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(10 U - 1098]

April 1, 2003

James J. McNulty, Secretary 
Pennsylvania Public Utility Commission 
Commonwealth Keystone Building 
400 North Street
P. O. Box 3265 
Harrisburg, PA 17105-3265

In re: Docket No
Application of Equitable Gas Company for Such Approvals as Are Necessary in 
Connection with Its Acquisition of the PA-North Gathering System from Its Affiliate, 
Equitable Field Services. LLC, and Its Proposed Gathering Service Rate Schedule

Dear Secretary McNulty:

Enclosed for filing on behalf of the Equitable Gas Company Division of Equitable Resources. Inc. 
are an original and three (3) copies of the Company's application for such approvals as are necessary in 
connection with its acquisition of the PA-North Gathering System from its affiliate. Equitable Field Services, 
LLC, and its proposed gathering service rate schedule.

If the Commission should have any questions or need any additional information, please contact 
Daniel L. Frutchey, the Company's Senior Vice President and General Counsel, at 412-395-3202 or the 
undersigned at 717-255-7615.

Very truly yours,

THOMAS, THOMAS, ARMSTRONG & NIESEN 

By

Charles E. Tho

Enel.
cc: Office of Trial Staff (w/encl.)

Office of Consumer Advocate (w/encl.) 
Office of Small Business Advocate (w/encl.) 
Daniel L. Frutchey (w/encl.)
Stephen C. Rafferty (w/encl.)

OiOMtMcNuty wprl



Before The
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Application of Equitable Gas Company 
for Such Approvals as Are Necessary 
in Connection with Its Acquisition of 
the PA - North Gathering System from 
Its Affiliate, Equitable Field Services, 
LLC, and Its Proposed Gathering 
Service Rate Schedule

Docket No.

TO THE HONORABLE PENNSYLVANIA PUBLIC UTILITY COMMISSION:

AND NOW. comes Equitable Gas Company (“EGC"), a division of Equitable 

Resources. Inc., by its attorneys, and applies to the Pennsylvania Public Utility 

Commission (“Commission'’) for such approvals as are necessary in connection with its 

acquisition of the PA - North Gathering System from its affiliate, Equitable Field Services, 

LLC (“EFS") and its proposed gathering service rate schedule. In support of this 

Application. EGC represents as follows:

BACKGROUND

1. EGC is the regulated utility division of Equitable Resources, Inc. EGC is 

engaged in the purchase, distribution, sale and transportation of natural gas and serves 

over 259.000 residential, commercial and industrial customers in the City of Pittsburgh 

and adjacent territories in Allegheny, Armstrong, Butler, Clarion, Fayette, Greene, Indiana, 

Jefferson, Washington and Westmoreland Counties in Southwestern Pennsylvania.

2. EFS is a Delaware Limited Liability Company. EFS is engaged in the 

provision of gathering and gas purchases from field lines and owns approximately 107 

miles of gathering pipeline in Armstrong and Indiana Counties which EFS refers to as its 

PA - North Gathering System. EGC provides retail natural gas service to approximately 

520 essential human needs residential customers along the PA - North Gathering System.



3. EGC and EFS propose to enter into a Bill of Sale and Assignment pursuant

to which EGC will acquire the PA - North Gathering System from EFS.

APPROVAL OF BILL OF SALE AND ASSIGNMENT WITH AFFILIATE

4. Section 2102(a) of the Public Utility Code, 66 Pa. C.S. §2102(a), provides 

that no contract or arrangement for the purchase, sale or exchange of any property 

between a public utility and any affiliated interest shall be valid or effective unless and until 

such contract has received the written approval of the Commission.

5. Section 2102(b) of the Public Utility Code, 66 Pa. C.S. §2102(b), provides 

that it shall be the duty of every public utility to file with the Commission a verified copy of 

contracts with affiliated interests and that the Commission shall approve such contracts 

only if it shall clearly appear and be established upon investigation that the contract in 

question is reasonable and consistent with the public interest.

6. Section 2102(b) further provides that no contract with affiliated interests 

shall receive the Commission's approval unless satisfactory proof is submitted to the 

Commission of the cost to the affiliated interest of furnishing the property and that no 

proof shall be satisfactory unless it includes the original or verified copies of the relevant 

costrecords of the affiliated interest. The Commission may, however, where reasonable, 

approve or disapprove such contracts without the submission of such cost records.

7. Allowing a non-affiliated third party to acquire the PA - North Gathering 

System could place at risk, from both an operational and a cost perspective, service to the 

approximately 520 essential human needs residential customers presently served by EGC 

along the System.

8. A form of the Bill of Sale and Assignment between EGC and its affiliate, 

EFS, is attached hereto as Attachment A. An accounting exhibit showing the net book 

value of the PA * North Gathering System, estimated to be roughly $500,000, will be filed

-2-



with the Commission within the next two weeks. EGC submits that the proposed 

assignment is reasonable and consistent with the public interest pursuant to Chapter 21 

of the Public Utility Code.

APPROVALS. IF ANY. PURSUANT TO CHAPTER 11 OF THE
PUBLIC UTILITY COPE

9. Section 1102 of the Public Utility Code, 66 Pa. C.S. §1102. identifies those 

acts that require the approval of the Commission evidenced by the issuance of a 

certificate of public convenience. Section 1102(a)(3). 66 Pa. C.S. §1102(a)(3), requires 

the issuance of a certificate of public convenience for a public utility to acquire the title to 

any tangible property used or useful in the public service. An acquisition is, however, 

exempt from the certification requirement if the property to be acquired is to be installed 

new as a part of or consumed in the operation of the used and useful property of the 

public utility. 66 Pa. C.S. §1102(a)(3)(iii).

10. EGC's acquisition of the PA - North Gathering System would seem to fall 

within the exemption noted in Section 1102(a)(3)(iii). While the System is tangible 

property that EGC is acquiring for use in the public service, it will be consumed in the 

operation of EGC's existing used and useful property. EGC submits that its acquisition 

of the PA - North Gathering System is, therefore, exempt from the certification 

requirements of Chapter 11 of the Public Utility Code but, if it is not exempt, then EGC 

respectfully requests that the Commission issue a Certificate of Public Convenience 

authorizing its proposed acquisition of the PA - North Gathering System from EFS.

-3-



APPROVAL OF PROPOSED GATHERING SERVICE RATE SCHEDULE

11. Although acquisition of the PA - North Gathering System would increase 

rate base and operating and depreciation expense, EGG is not proposing any increase 

in its existing rates by virtue of the proposed acquisition. At the same time, in connection 

with the acquisition of the PA - North Gathering System, EGG would begin providing a 

gathering service to those producers with facilities along the System route. Consequently, 

a proposed gathering service rate schedule is attached hereto as Attachment 8. The rate 

for the service will be negotiated between EGG and the producer. EGG respectfully 

requests that the Commission allow the proposed gathering rate schedule to go into effect 

on less than 60 days notice, immediately following the Commission’s approval of this 

Application and the submission of EGC's compliance filing.

WHEREFORE, Equitable Gas Company prays that the Public Utility Commission 

issue such approvals as are necessary in connection with its acquisition of the PA * North 

Gathering System from its affiliate, Equitable Field Services, LLC, and its proposed 

gathering service rate schedule.

Respectfully submitted

By

Thomas T. Niesen, Esquire
THOMAS, THOMAS. ARMSTRONG & NIESEN
212 Locust Street, Suite 500 
P.O. Box 9500
Harrisburg, PA 17108-9500

Daniel L. Frutchey
Senior Vice President and General Counsel 
EQUITABLE GAS COMPANY 
200 Allegheny Center 
Pittsburgh, PA 15212

Petrtion foi Approvals wpd

Attorneys for Equitable Gas Company, 
a Division of Equitable Resources, Inc.
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It ILL OF SALK AND ASSIGNMENT

THIS HILL OF SALK AND ASSIGNMENT is made and entered into to be
elVeclive as of the ___ day of______________, 2002 by and between Equitable f ield
Services, i.LC. a Delaware limited liability company, with an office at four Allegheny 
Center, 9lh Floor, Pittsburgh, PA 15212, hereinafter referred to as "EES" and Equitable 

Gas Company, a division of Equitable Resources, Inc., a Pennsylvania corporation, with 
an office at 200 Allegheny Center Mall, Pittsburgh, PA 15212 hereinafter referred to as 
“Equitable Gas”.

WHERE AS, EFS is the owner of certain gathering systems and facilities as 
described in an Order Authorizing Abandonment and Determining Jurisdictional Status 
of facilities entered on February 14. 2002 by the federal Energy Regulatory Commission 
(“FERC”) and in an Assignment dated effective February 14, 2002 by and between 
Equitrans, Id* and EFS;

WHEREAS, EFS desires to bargain, sell, assign, transfer and convey all of its 
right, title and interest in and to certain of those pipelines, properties and facilities unto 
Equitable Gas including all of its right, title and interest in all leases, deeds, easements, 
road grants, licenses, permits, rights of way agreements, or other interests in property and 
facilities relating thereto to the extent the same are necessary or convenient to the 
continued operation of the pipelines and appurtenant facilities;

WHEREAS, I Equitable Gas wishes to accept such assignment and conveyance of 
all right, title and interest of El'S in and to the property more particularly identified and 
described below.

NOW THEREFORE, for and in consideration of the premises and the mutual 
promises and covenants made by the parties hereto, and further for and in consideration 
of Ten Dollars ($10.00) cash in hand and other good and valuable consideration not 
recited herein, paid unto El'S by Equitable Gas, the receipt and sufficiency of which is 
hereby acknowledged, EFS does hereby GRANT, BARGAIN, SELL, ASSIGN, 
CONVEY and TRANSFER unto Equitable Gas, its successors and assigns, all of its 
right, title and interest in and to;

I. Certain of those pipelines and facilities owned by EFS and referred to as 
Pennsylvania Gathering - North (“Pa-North”) located in Armstrong and Indiana, 
Counties, Pennsylvania known as the Alwood, Crooked Creek and Kelly 
gathering sections and generally described as follows:

(a) The Atwood section consists of approximately 18.7 miles of pipeline 
varying in size from two inches to 6.625 inches in diameter and 
ranging in length from six feet to 5.6 miles. The 45 lines that comprise 
this section for two primary backbone structures, lines F-175 and F- 
167, serve to gather the gas and deliver it directly to the Atwood



compressor station. The Atwood section includes a 340 horsepower 
(HI*) compressor.

(b) The Crooked Creek section consists of approximately X7 miles of 
pipeline varying in size from 1 inch to 20 inches in diameter and 
ranging in length from 2 feet to 11.1 miles. The 147 lines that 
comprise this section form both a backbone and web-like structure. 
'Hie backbone configuration is comprised of lanes F-184, F-187, F- 
189, I;-I9() and F-200 gather the gas received from smaller pipelines 
and deliver it to the Crooked Creek compressor station.

(c) Hie Kelly section consists of approximately 1.7 miles of pipeline 
varying in size from 2 inches to 8 inches in diameter and ranging in 
length from 1547 feet to 3,222 feet. The four lines that comprise this 
section form a web-like structure and gather gas for delivery to 
Tquitrans' transmission line H-l 14.

and being more specifically described and identified in the Abbreviated 
Application for an Order Permitting and Approving Abandonment and 
Determining Non-Jurisdiclional Gathering Status of Facilities and Service 
liled July 2, 2001 by F.quitrans I.P (‘‘Application") and in the Order 
Authorizing Abandonment and Determining Jurisdictional Status of Facilities 
issued by FHRC on February 14, 2002 ("Order”) in FI-RC Docket No. 0*01- 
396-000 and all leases, deeds, easements, road grants, licenses, permits, right 
of way agreements or other interest in property and facilities relating thereto 
to the extent the same are necessary or convenient to the continued operation 
of the pipelines and appurtenant facilities;

2. All attendant meters and all pressure control devices and other appurtenant 
equipment, rights and privileges, including associated easements, rights of way, or 
other interests in property and facilities which EFS possesses to the extent the 
same are necessary or convenient to the continued operation of the pipelines and 
facilities; and

3. All contracts and agreements relating primarily to or otherwise affecting the 
pipelines, meters, compressor stations and facilities transferred hereunder which 
are not otherwise described above.

TO HAVE AND TO HOLD the forgoing unto Equitable Gas, its successors and 
assigns.

This instrument is signed by EFS and Equitable Gas as of the date of 
acknowledgement of their signatures below, but is effective lor all other purposes as of 
the Effective Dale of stated above.

?



IN WITNESS WHEREOF, ihc p^irtics hereto have executed this Hilt of Sale and 
Assignment by their respective olYiccrs. duly hereunto authorized.

Assignor
Equitable Field Services, LLC

Assignee
Equitable Gas Company,
A division of Equitable Resources, Inc.

By: By:
Its: Its:

ACKNOWLEDGEMENTS

COMMONWEALTH OF PENNSYLVANIA

COUNTY OF

L___________________________ , a Notary Public in and for said County and
State, do certify that the foregoing BILL OF SALE AND ASSIGNMENT was this day 
produced to me in said County and State aforesaid and duly acknowledged before me by
_________________________, known to me to be the___________________ of
EQUITABLE FELD SERVICES, LLC.

Witness my hand this____ day of_______________ , 2003.

My commission expires_____________________ .

(OFFICIAL SEAL) Notary Public

3



COMMONWEALTH Ol; IM-NNSVI.VANIA

COUNTY OI:____________________

I,  , a Notary Public in and for said County and
State, do certify that the foregoing BILL OF SALE AND ASSIGNMENT was this day 
produced to me in said County and State aforesaid and duly acknowledged before me by
______________________ , known to me to be the_________________ of
EQUITABLE GAS COMPANY, a division of Equitable Resources, Inc.

Witness my hand this____day of_______________ , 2003.

My commission expires_____________________ .

(OFFICIAL SEAL) Notary Public
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supl*u:ment no. 
oa:; - pa. (’.u.c. mo.?2

SECOND REVISED PACK NO. 98 
F.QN LTABI.E GAS COMPANY CAIICKI.!.! NC p I KST REVISED PAGE MO. 98

RATK ACS - APOLLO GATHERING SERVICE (C)

APPL ICAH 1 I. [TV

This ratio schedule shall, be applicable throughout: the Apollo District 
for natural gas produced in and available for redelivery in the Apollo 
District.

AVAILABILITY

Service under this rate schedule is available to any party desiring to 
transport gas through the gathering system for rede livery into the 
Company's Apollo District provided that: there exits: (1) a gas purchase 
agreement with the Company; or, a gas purchase agreement with a third- 
party having service under a Company transportation Rate Schedule has 
been executed; and (2) compliance with the provisions of this Rate 
Schedule and with all other provisions of this Tariff.

RATE

The applicable rate for: this service shall be determined by 
negotiation. The Company shall retain a separate quantity of gas cor 
fuel, loss ami unaccounted for gas required to provide this gathering 
service.

TERM

The term for service shall, be a minimum of one (1.) year from the 
commencement of deliveries of gas supplies.

CHARACTER OF* .SERVICE

Equitable's only obligation under this Rate Schedule shall be to 
receive gas from any Appalachian receipt: point and to permit that gas 
to flow against: the existing pressure in Equitable's facilities. 
Equitable shall, not be obligated to lower such line pressure by 
compression or otherwise to accommodate receipts from Local Appalachian 
producers under thi.s Rate Schedule.

Service under this Rate Schedule shall be subject to Operational Plow 
Orders pursuant to Section 11.1.3 of the Rules and Regulations of this 
Tariff. Nothing in thi.s Rate Schedule shall limit Equitable's right to 
interrupt service or to take other action as may be required to 

alleviate conditions which threaten the integrity of its system.

(C) Indicates Change.

EFFECTIVE:ISSUED:
R. L. CRAWFORD 

PRESIDENT





VERIFICATION

I, STEPHEN C. RAFFERTY, Director - Gas Acquisition and Management of Equitable 

Gas Company, a Division of Equitable Resources, Inc., hereby state that the facts set forth in 

the foregoing document are true and correct to the best of my knowledge, information and 

belief and that I expect to be able to prove the same at a hearing held in this matter. I 

understand that the statements herein are made subject to the penalties of 18 Pa. C.S. §4904 

(relating to unsworn falsification to authorities).

Date: March 2003
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April 28, 2003

James J. McNulty, Secretary 
Pennsylvania Public Utility Commission 
Commonwealth Keystone Building 
400 North Street 
P. O. Box 3265 
Harrisburg, PA 17105-3265

In re: Docket No.
Application of Equitable Gas Company for Such Approvals as Are Necessary in 
Connection with Its Acquisition of the PA-North Gathering System from Its Affiliate, 
Equitable Field Services, LLC, and Its Proposed Gathering Service Rate Schedule

Dear Secretary McNulty:

On April 1, 2003, we filed the above referenced Application on behalf of the Equitable Gas 
Company Division (“Equitable" or “Company") of Equitable Resources, Inc. In Paragraph 8 of the 
Application Equitable stated that it would be submitting an Accounting Exhibit to the Public Utility 
Commission which would show the net book value of the PA - North Gathering System. Four copies of 
the Accounting Exhibit are enclosed. Please include the Exhibit with the original Application.

If the Commission should have any questions or need any additional information, please contact 
Daniel L. Frutchey, the Company's Senior Vice President and General Counsel, at 412-395-3202 or the 
undersigned at 717-255-7615.

Very truly yours,

THOMAS, THOMAS, ARMSTRONG & NIESEN

By

Charles E. Thomas, J

Enel.
'c: Office of Trial Staff (w/encl.)

Office of Consumer Advocate (w/encl.) 
Office of Small Business Advocate (w/encl.) 
Daniel L. Frutchey (w/encl.)
Stephen C. Rafferty (w/encl )
H. Edwin Rodrock (w/encl.)

OlCUZSMcMuOr Wf«l



ACCOUNTING EXHIBIT



Plant

General

Production and Gathering

Equitable Gas Company 

Original Cost and Net Book Value 

PA - North Gathering System 

At February 28, 2003

Total

Original Cost

$ 3,096

1,156,925

$ 1,160,021

Net Book 
Value

$ 522

670,376

$670,898



VlNWSYtVAXtlk
PUC

COMMONWEALTH OF PENNSYLVANIA 
PENNSYLVANIA PUBLIC UTILITY COMMISSION 
P.O. BOX 3265, HARRISBURG, PA 17105-3265

JUNE II, 2003
G-00031009

THOMAS TNIESLN
THOMAS THOMAS ARMSTRONG AND NIESLN 
212 LOCUST STREET 
P O BOX 9500
HARRISBURG PA 17108-9500

Re: Af'liliatcd Interest Agreement Between Equitable Gas Company and 
Equitable Field Sendees, LLC

Dear Mr. Niesen:

On April 1, 2003, Equitable Gas Company (“Equitable Gas”) and Equitable Field 
Services, LLC ("Equitable Field Sendees”) filed an Affiliated Interest Agreement. This 
agreement is filed in accordance with the requirements of Section 2102(b) of the Public Utility 
Code, 60 Pa. C.S. §2102(b). On May 22, 2003, the Commission extended the period for 
consideration of this Agreement until further order of the Commission. The Agreement is 
necessary for Equitable Gas’ acquisition of the PA-Norlh Gathering System from its affiliate, 
Equitable Field Services.

Upon review of the companies’ filing, it does not appear that this filing is unreasonable or 
contrary to the public interest. Therefore, this filing is hereby approved. However, approval of 
this filing does not constitute a determination that such filing is consistent with the public 
interest, and that the associated costs or expenses arc reasonable or prudent for the purposes of 
determining just and reasonable rates. Furthermore, the Commission’s approval is contingent 
upon the possibility that subsequent audits, review's, amJ inquiry, in any Cumnu.vsum proceeding, 
may be conducted, pursuant to 66 Pa. C.S. §§2102, el sec/.

In addition, this approval will apply only to the agreemcnl(s), service(s), matters, and 
parties specifically and clearly defined under this instant filing as well as under any associated 
and previously filed filings.

cc: Kerry Klinefelter, FUS
Janet Patrick, Secretary's Bureau



Docket No.
Item: -I
KosjKmJonl. U.ol'cil M. Narkcvic 
l><*siiion: MaiKiiicr. kales

l:.(.)tjn AIH .I: GAS COM PAN V
Response lo linen oratories ol (lie
liulependeni Oil and Gas Assoeiaiion of Pennsylvania

Item: IOGAdV-1

Retenang. lv» ihc vesp*>nse to K.KiA 1-4 [dease explain specifically
u'luu adjustments were made to 2007 Rate AGS throughput to arrive at the forecast, using 
line item adjustments as follows:

2007 Rate AGS throughput__________
Adjustment 1

(lixplain adjustment and then quantify)
Adjustment 1

(l:\plain adjustment and then quantify) 

dotal with Adjustments " forecasted Rale AGS throughput

Response;

Please see attached.



Equitable Gas Company 
Docket No. R-2008-2029325 
IOGA-IV-1

2007 Rate AGS throughput

Adjustment 1 - Expiration of gas purchase agreements 
Adjustment 2 - Estimated well declines; producers 

exercising competitive offers; line abandonment 
Adjustment 3 - Projected additions

Forecasted Rate AGS throughput

Dth
17,129,949

(2,693,998)

(721,798) 5% decline ((17,129,949 - 2,693,998) X 5%)
730,000 approximately 2,000 per day of increased throughput

14,444,153



I)ockoi No. K-2(I0S-202'>.U5 
hem: H.KiA-IV-3 
Kespoiuloni: Kohcn M. Narkcoic 
l'osih\in: Manauci. Rales

LR>\3n (iAS (.()M1V\NV
Kcs|k>iisc lo lnicn'oijaUM'ics ol ihe
Indepeiulem ( )il and (ins Association of Reimsylvania

Uem: KK.iA-t\'-3

rollow-up to IO(.rA 1-5 (R-dtiOS-202^325 >. fMease pnn-ide all workpapers and assumptions 
used to derive luture lest year revenue. The answer lo IO(iA 1-5 did not provide 
workpapers or assumptions, and the references to the oilier internniaiones, K >0 A 1-33 and 
IOCiA 1-3. also did not prov ide workpapers and assumptions.

Kespvmse:

I he assumptions used to derive luture test year revenue are similar lo the assumptions used 
to derive luture test year throughput shown in response to lOGA-IV-I. Please see the 
attached which quantilies those assumptions.



Equitable Gas Company 

Docket No. R-2008-2029325 

IOGA-IV-3

2007 Rate AGS Revenue

Adjustment 1 - Expiration of gas purchase agreements 

Adjustment 2 - Estimated additional revenue due to 

negotiated rate increases 
Adjustment 3 - estimated well declines; producers 

exercising competitive offers: line abandonment 
Adjustment 4 - Projected additions

Forecasted Rate AGS throughput

_S______

5,169,989

(727,263)
391,921

(238,193) 5% decline in throughput @ avg. rate of 3.33
730,000 approximately 2,000 per day of increased throughput

5,326,454



Dockcl No. K-2()OS-:o:<>325 
licm; U K.iA-IV-l 5 
Prepared by. Thomas I*. VV'igi*ers 
Tide: Direclor (’.ias Supply

KQUITAIU.I; GAS COMPANY
Response h.) Imerrogalories ol ihe
liulependeiil Oil and (ias Assoeiaiton ot‘PennsyKania

hem; IOGA-1V-15

Are there situations on Tquitable's system where producers or marketers are retaining 
title to the gas and using liquilahle's gathering system simply to get their gas to a 
connection where the gas can be sold oil system'1 II so. please provide the volumes of gas 
sold oil system, by month from January 2007 through the present, that is 
producer/marketer tilled PA production that is coming in through hquitable's gathering 
system.

Response;

At this lime, liquitable is not aware of any situation where producers or marketers are 
retaining title to PA production and using riquilable’s gathering system to get their gas to a 
connection where the gas can be sold off system.



i>ickcl No. K.-:ooXOn2*).^5 
llcm: l< H • VI -1 
l,rcp;iro<! Uy: I'Iumhhs I*. VViu^er--; 
I illc: Diic-cfor (ia-. Suppl>

l:.( HJITAm.l: (i.AS a.)MlV\N\
Response lo luteHO'j.aione> ol the

Indepetuienl C>il aiul Gas Associalion of IVnnsvh ania

Item: IOGA-VM

Reference the resp«.)nse IOGA 1-43 (C-20066800). I’lease provide a copy of the 
distribution system map (l-Apnlahle’s response lo 52 Pa. C ode tj 55.551.(-.2. Sheet I ). 
identifying the gathering facilitier-. within the scope of Rate AGS that are shown on this 
map.

Response:

The distribution system map provided in Tquitable's response to 52 Pa. Code § 55.531.( 
Sheet 1 does not include gathering assets.



Dockel No. R-2008-2029325
item: IOCiA'VI-5
Rcspondeiu: Russeil A. Keingokl
{'osition: Vice President - Hlack & Veatch Corporation

CQUI VABU-. GAS COMPANY
Response to Interrogatories of the
Independent Oil and Gas Association of Pennsylvania

Item: [OCiA-VI-5

Please rerun the cost of service at present rates under both methodologies using the following 
assumption in place of the current method of assigning and allocating Rate AGS costs, and provide 
the results: Apportion all of the costs assigned or allocated to Rate AGS to the remaining classes of 
customers (RS, GS and GSl.) using total system throughput by customer class (RS. GS and GSL) as 
the allocation factor.

Response:

Please sec attached response, including IOGA-VI-5A for the Design Day method and IOGA-VI-5B 
for the Peak and Average method.

In the response, all costs that had been assigned using 'AGS Direct’ were functionalized to 
Production & Gathering, classified as Commodity and allocated using 'Cias_Deliveries'.

Revenue from Rale AGS. and the related income tax expense computed at the statutory rate, were 
eliminated.



EQUITABL" S COMPANY 
DOCKET N 308-2029325

COST OF SERVICE STUDY- FU i TEST YEAR ENDED 12/31/2008

Response ic 
PRESENT RATES - DESIGN Ql

SHEt’ <

Revenues at Current Rates
1 Operating Revenue
2 Other revenue / Adjustments
3 Net revenues

4 Operating Expenses
5 Operations, Customer, A&G
6 Depreciation expense
7 Taxes other than income
8 Operating expenses
9 Income tax expense

10 Total Operating Expenses

11 Income at Present Rates

12 Rate Base
13 Return on Rate Base at Present Rates

14 Revenue Requirement at Ful: Cost of Service

15 Operating expenses
16 Income tax expense
17 Additional expenses
18

19 Income at Full Cost of Service
20 Return on Rate Base at Ful! Cost of Service

General General Appalachian
Residential Service - Service • Gathering

Total Service (RS) Small (GSS) Larae (GSU Service (AGS)

152,305 108,258 14,584 29,463 0

61 43 6 12 0

152,366 108,301 14,590 29,475 0

105,498 83,288 7,125 15,086 0

23,471 17,775 1,285 4,411 0

2 186 1,537 180 469 0

131,155 102,600 8,589 19,966 0

2 129 1.495 221 413 0

133,284 104,095 8,810 20,380 0

1SLP32 4,206 5,791 Q

583 253 429.046 37,3.1.4 116 893 (Ql

3^7% iLm U&%

209,757 160,742 13.540 35,475 0

131,155 102,600 8,589 19,966 0

25,531 18.781 1,633 5.117 (0)
1.219 1.219 0 0 0

157,906 122,600 10,223 25,083 0

?xm 31.H2 10392 q
nm 91.9%

52,441 (1Q5Q1 0.
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EQUITABL' S COMPANY 
DOCKET ^ 008-2029325

COST OF SERVICE STUDY- FU . w,<E TEST YEAR ENDED 12/31/2008

- "n|T|v 
Resoonse t' 'i-5B

PRESENT RMES - PEAK & AVERAL -1OO
SHEEl ' OP 65

Revenues at Current Rates
1 Operating Revenue
2 Other revenue / Adjustments
2 Net revenues

4 Operating Expenses
5 Operations, Customer, A&G
6 Depreciation expense
7 Taxes other than income
8 Operating expenses
9 Income tax expense

10 Total Operating Expenses

11 Income at Present Rates

12 Rate Base

13 Return on Rate Base at Present Rates

14 Revenue Requirement at Full Cost of Service

15 Operating expenses
16 Income tax expense
17 Additional expenses
18

19 Income at Full Cost of Service

20 Return on Rate Base at Full Cost of Service

General General Anoala chian
Residential Service • Service - Gatherina

Total Service (RS'i Small (GSS) Laroe (GSL\ Service (AGS)

152,305 108,258 14,584 28.463 0

61 43 6 12 0

152,366 108,301 14,590 29,475 0

105,498 80,036 7,205 18,258 0

23,471 16,546 1,335 5,590 (0)
2.186 1,473 183 530 0

131,155 98,055 8,723 24,377 (0)
2.129 1 517 220 392 m

133,284 99,572 3,942 24,770 (0)

1p,Q82 8.72? ISIS £705 0

583.253 393 351 SLZSS 151.103 Q
232% 14355,%

209,757 151,462 13,870 44,425 0

131,155 98,055 8,723 24,377 (0)
25,531 17,219 1,698 6,614 0

1.219 1 219 0 0 0

157,906 116,492 10,421 30,992 (0)

IMS 114^ 0
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Item: <) TS-RS-U-l.)

I'txt’, ide a schedule shouine, (he inonthK' customer levels In- rate c 
period and the projected nionihK customer le\ els In rale class for

Response:

I'lease see the attached schedule.

DOS-A 
M-U
ihcrt M. Narkev ic 
e,er. Kales

lass lor the historic 
the future period.



EQUITABLE GAS COMPANY
Docket No. R-2008-2029325 
OTS RS-14

Historic Test Year

RS CAP GSS GSi FDS

jan-2007 2:1 137 14.382 1 3 559 819 14.952
reu-2007 211,094 14,795 13.586 816 14,608
Mar-2007 211 076 15,575 ',3.589 772 14 271
Aar-2007 209,219 15.755 13 614 52C; 13,897

iv’iav-2007 208,513 15,720 12.516 53 i 13.404

jun-2007 208,057 15,432 13 470 632 13,260
Jul-2007 207,723 15,280 13,470 c«3 i 13.127

Aug-2007 207.830 15,222 1 3.446 624 12,962
Sep-2007 208,182 i D,0~4 13,482 623 12,855
Oct-2007 209,130 15,264 13.531 622 12,742
Nov-200 i 211,012 15,899 13,688 626 12.563
Dec-2007 211,710 15,492 13,714 662 12.473

Future Test Year

RS CAP GSS gsl FDS

Jan-2008 206,543 18,976 13,559 819 14,952
Feb-2008 207,514 18,976 13.536 815 14 60S
r.'lar-2008 207,675 18,976 13.589 772 14.371
Apr-2008 205,999 18,976 13.614 639 13.897
May-2008 205.257 18,975 13.516 631 13,404
jun-2006 204.563 18,976 13,470 532 13,260
jul-2008 204,027 13,976 13,470 631 12.127

Aug-4008 204.126 18,976 1 3,446 624 i 2 962
Seb-2008 204,250 13.976 12,482 623 12.355
Oc;-2008 205,418 13.975 13.531 623 12,742
Nov-2008 207,935 18,976 13.638 626 12.563
Dec-2008 209,226 18.976 13.714 662 12.478

GDS DDS AGS

3.177 93
3 181 2 95
3,176 0 98
3.170 •h' 98
2. ISC 2 96
2,171 3 98
3.139 0 98
3.140 r) 98
3.110 93
2,105 98
3,097 -5 to C

O

3 093 98

GDS DDS AGS

3,176 '} 95
2,180 'V 98
3.175 98
2.169 S3
3,159 98
3,170 '2 98
3 133 3 S3
3.139 95
2,109 2 98
2,104 2 98
3.096 3 98
3,092 3 98



Exhibit DMB-5

Docket No. C-20066800 
lOGA’s Amended Complaint 
Equitable’s Answer to Complaint
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(’ursuant lo 66 Pa. C.S. ^ 701 ami S’ Pa. Coilc 5.21 -5.22. 5.<>|, (ijc liulcpcntlcm Oi! 

and Gas Associalion ol Pcniis\'K ania (' !()(i A") submils ibis lomial complainl, as amended, on 

beball ofus nalural gas local pi'odueer tueml>eis against the rates, terms and conditions ol’ 

rit|uilable (jas Ct>m|)auv's ("iapmable"} galbering service laritl provisions (Kale AGS) ami 

fujuitable's practices concerniug die galberiug and transporlalion of IOGA membc^s, 

Pennsylvania nalural gas pn»duclion ihrougli Pijuitable's pipeline system.

I. INTRODUCTION & SUMMAUV Ol ( OMPI AIN I

Delivered Pennsylvania natural gas production {'’Appalachian supply") is generally lower 

in cost than natural gas from die Southwest production areas of the Gulf of Mexico, Texas and 

Louisiana due to die lack of interstate pipeline demand, transportation and/or shrinkage charges. 

Appalachian supply also provides reliability benefits to lujuitahle's pipeline system and other 

cost benefits to (Ajuilaldc's customers. The < ommissioii’s transportation regulations expressly 

state that the development of Pennsylvania natural gas should he promoted "because it will 

achieve benehts which accrue to gas uliliiies and their customers." As implemented by 

Lijiiilahle. its Kate AGS unreasonably impedes the development of Pennsylvania natural gas 

production and discriminates agamst local production sold to lA|uitahle.

HAH iCJvW ’



Wluit l'(.|uilahlc cuusidcts lu Uc mv,1' labilities arc csscnlial laciluics lor

l:L|ui[ahic's |>i'o\'isiitn of public nliliiy scia iccs. These facilities are ra|iiire<J lor T.(|iiilalilc to: (l) 

acquire aiul Jistrihute Appalachian supply to hquiiablc's sales service customers; (2) transport 

Appalachian supply lor marketers Tor resale and deliv ery to laiuitablc's delivery service 

customers; and (3) transport Appalachian supply from the wellhead through to wholesale or 

retail customers served by other natural gas distribution utilities ("NGfX-’s"). Accordingly. 

Hquilable's "gathering" facilities arc part of the system and facilities Cquitable uses to provide 

public utility service lo end use customers, their suppliers and local producers.

liquitable's "gathering" facilities arc mdisiingmsliahle from its distribution pipeline 

system that transports and delivers natural gas to l Ajmlable's end user distribution customers (or 

delivers it to the citv gates of other N(.il H.s) The cosis of r-quitablc’s distribution system are the 

responsibility of I'quitable (for which it seeks lo be compensated through the retail delivery 

services it charges) and mu that of natural gas suppliers or pipelines that deliver gas to fquitabie 

to he delivered to end user customers, fquilable charges each end user customer a delivery 

charge which is (or should he designed) lo recover a return of and on the investment l-.iquilahle 

has made in such facilities, as well as all associated expenses Isquitahlc should not he permitted 

to charge natural gas producers or transporters again for facilities used lo move natural gas once 

it has been delivered to lujuitahle's pipeline facilities.

KHiA is not opposed to separate fees for transportation of its members' Appalachian 

supply through and out of Rquitable's pipeline system for delivery to wholesale or retail 

customers served by other gas utilities or for enhanced facilities or services that benefit only 

local producers, as other gas utilities charge. Rut fquilahle's existing rale AGS goes much 

I Hither than this in charging local producers for costs that are part of liquitable’s provision of 

utility service to its end use customers. Moreover, l-.quitabie's additional charges for the use of

. } .
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ils distribution system disciiiuimtc :ig:iinst local producers soilin': Appalachian supply to 

hquilable because these charges are not imposed upon ihud-partv marketers who deliver their 

natural gas supply to liquilable lor transportation and eventual delivery to end user customers. 

Nor are third-party marketers charged "gathering" lees or shrinkage under Rale AGS on 

Appalachian supply sold Ivy IOUA member local producers to the third party marketers for 

transportation and delivery by 1‘quitable to the marketers' customers over the same facilities as 

Appalachian supply sold to hquilable.

Accordingly, IOGA requests that the Commission direct liquiiahlc to cancel Rate AGS. 

Unless cancelled, l-quitahle's Rate AGS will establish a dangerous precedent that will encourage 

other gas utilities to inllict similar harm on the local producers in their service territories by 

separately charging lor the costs ofserviee (hat benefit all customers and system reliability ami. 

therefore, should he recovered in base rales..

fiveu il the Commission were to somehow conclude that it is appropriate to charge local 

producers for the use of liquitahlc’s distribution system over and above its charges to end users, 

the "negotiated" gathering and shrinkage rates (rates for gas for fuel, lost and unaccounted for 

gas) presented to or imposed on IOGA member local producers are grossly excessive, unjust ami 

unreasonable. In addition, Rate AGS charges currently paid by IOGA member producers were 

determined by Equitable and illegally imposed <m producers without negotiations with live 

producers. The "negotiated" rales demanded by fiquitahlc are based on whatever Hquilable 

believes it can charge ami colled, and far exceed any actual incremental cost incurred by 

l.iquitable in gathering, transporting and distributing additional local production (if there was any 

additional gas produced). The result is that l.iquitable is over-recovering actual costs ami double- 

recovering certain costs (such as shrinkage), and earning an excessive ami unreasonable return 

on its investment in this portion of ils utility business.

11A l< <i7X 0 j



As of January '200K. l-quiU\Mc is also imposim;. or allcmpliuy, U) imp(»sc, unilaterally 

(ietemiincd, an increased uon-negoiialed charge $u.5()/l )th on l( K iA nieinl'er producers under 

Kale AGS and is aucniplnu; to coerce producers into acccptme. (Ins charge l>y rel’usito; lo set new 

meler taps for f(XiA member producers unless the producers "agree" to the $0.50/T)ih rate. In 

addition to violating the explicit terms of Kate AGS, Kquilablo's actions violate its obligation 

under Sections 1317 and I 3 IS of the (.'ode lo pursue a least cost fuel procurement policy, as well 

as the Commission's regulations promoting the development and use of Pennsylvania natural gas 

and prohibiting unreasonable restrictions on producer access to gas utility facilities.

The Public Utility Code requires every public utility lo furnish and maintain adequate, 

eHicieut, safe, and reasonable service and facilities, and to make all changes and miprm cments 

to its service and lacilities as necessary or proper lor the accommodation, convenience and saletv 

of its patrons, employees, and the public. The Public Utility Code also requires all rates for 

services and facilities provided by a public utility to be just and reasonable, which means rales 

that provide for (lie recovery ot the reasonable costs of die services and facilities used and useful 

in the public service, and an opportunity to cam a reasonable or fair return thereon. IOGA 

member local producers are currently "customers" of Hquilable's "gathering service" and are 

entitled to the protections of the Code against the provision of unjust and unreasonable service, 

facilities and rates, as well as (be Code provisions providing for refunds of unlawful charges 

collected by Pqtiilablc.

In support of its complaint, as amended, Complainant avers as follows:

- 4 -
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II Tin iv\Kni.s

I. The (..'ompktm;mt is (he Imlependenl Oil and (das Association o!'1‘ennsyh'ania 

("|(J(iA”), a non-prohl (rade ;iss<Kialion repieseiuiiu’ I’ennsyKania indcpendcnl oil and natural 

gas producers and Commission-licensed marketers and natural gas suppliers {"NGSs"). lOGA's 

contact information is:

Louis D. D'Amico, Lxecutivc Director
Independent Oil and Gas Association of Pennsylvania
115 VIP Drive, Suite 100
Wexford, PA I 5000-7006
Ph.(724)935-7506
Tax(724)933-7310
infoG.-iogapa.org

2. lOGA's attorneys in this mailer are:

Kevin J. Moody, Lstj.
Attorney U>. No. 343(.7 
Daniel Clearfield, lisq.
Attorney l.l>- No. 26183
Wolf, Block, Schorr and Solis-Cohen LU*
21 3 Market Street, 9th f loor 
P.O. Box 865
Ilanishurg, PA 17108-0805 
Ph.(717)237-7100 
Tax (717) 237-7161 
kmoodvfr/Avollblpck.eoni 
dclearll eldfa-'wollMock.coni

3. lOGA’s Pennsylvania natural gas producer members sell (or want to sell) then- 

local natural gas production ("Appalachian supply") to Lquilahle or its afliliates or Ihird-party 

N(iSs for resale to Lquilable's sales sen ice customers and its delivery service customers.

4. lOGA’s Pennsylvania natural gas producer members deliver (or wanl to deliver) 

their Appalachian supply to Equitable's pipeline facilities lor transportation by Equitable and 

resale by third-party NGSs to wholesale or end use transportation customers served by other 

natural gas distribution companies ("NGDCs").

- 8 -
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5. H.K.iA’s I'cnnsylvanin-iiccnsctl NGS producer mcmlicrs waul in deliver llieir 

Appalachian supply In hquilahle's pij)cliuc facililics for U'anspurlan'nu hy (iquilahlc ami sale 

dircclly in (heir own relail custonicrs on litpiilahle's s\stem or on oilier N(’»l)(.' syslcnis.

6. 1 lie Respondent is Mquitahlc ( las Company (’’liqmtablc’’). an unincorporated 

division of l-xjuitahle Resources, luc. which operates as a public utility as defined in Section 102 

of the Public Utility Code ("Code") and a natural gas distribution company ("NGDC") as defined 

in Section 2202 of the Code, fujtiitahle's PUC utility code is 121100.

7. Idjuitable provides public utility services as defined in Section 102 of the Code, 

including natural gas distribution service and natural gas supply services as defined in Section 

2202 of the Code.

S. lu|uilable's provision ol the services described in paragraph / above is subject lo 

the jurisdiction and authority of the Pennsylvania Public Utility Commission ("PU( ” or 

“Commission’'), (he (-’(.Hie.1 including the Natural Gas Choice and Competition Act." and the 

Commission's regulations.'

0. As part ol its distribution system, Ixjuitable owns aiuf'ur operates natural gas 

pipeline facilities m western Pennsylvania which lAjuitahlc uses in its provision ol public utility 

services to obtain, transport and deliver natural gas. including Appalachian supply, to its sales 

service customers and its delivery service customers.

10. As part of its distribution system, flt|ui table owns and/or operates natural gas 

pipeline facilities in western Pennsylvania which liquitable uses to transport and deliver natural

1 6hPa.C S. §§ 101 2316.

66 Pa. (AS. §§ 2201 -22 1 2 ('‘Gas Choice and Competition Act”).

J For example, 52 Pa. Code § 60.1 (relating to development of Pennsylvania natural gas

production) and § (>0.2(8) (relating to access to gas utility facilities).

-6 -
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inclmlinv; Appalaclii;m supply, that is marketed or sold l>v NGSs to their retail customets 

and k> lajmtahle's delivery service customers.

I I. As pari ol its distribution syslcm, laiuilahle owns aud;or o|)era(es natural s;as 

pipeline facilities in western Pennsylvania which can he used by lAjuitable to transpoit natural 

gas, including Appalachian supply, for ultimate delivery to the pipeline systems of other NGDCs 

for sale or resale to wholesale or retail customers served by other NG!>Cs.

Ill If AC KG ROUND

I 2. Delivered Appalachian supply is generally lower in cost than natural gas from the 

Southwest production areas ol the Gull of Mexico, Texas and Louisiana. The primary reason is 

that there are no interstate pipeline demand, transportation aud'or shrinkage charges paid by 

consumers up to the point ofdchvery to lujintahle's system.

I a. In addition to lower cost, delivered Appalachian supply provides other cost or 

reliability bcnelils to Ltpiilablc’s customers, such as reducing dependency mi interstate pipelines, 

reducing interstate pipeline demand costs, low ering purchased gas cost ('TGC") rales, and 

reducing uml'opcraling costs (such as compression).

I -I. Delivered Appalachian supply improves the reliability of lu|uiiahlo's pipeline 

syslcm and its natural gas utility services.

15. I here are end use customers and local production meters located on the same 

portions of Lquilablc's distribution pipeline network.

16. Lquitahle provides public ulilily service to retail gas customers through natural 

gas pipeline facilities owned and operated by one or more pipeline affiliates of Lquitahlc.

I 7. liijiutablc’s distribution pipeline facilities are essential lor lu|uitahle's provision 

of public utility service to its end use customers, their suppliers and local producers.

- 7 -
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1 S. IOC • A member Inc a I producers are eurreul I v cuslomers of I u|m table’s ''^atluaing 

service" under Kate .\( >S.

I*>. Some KH.rA member producers own and/or operate their own gathering lines that 

deliver their Appalachian production directly into lApiilablc’s distribution pipelines.

21). K(|ui(able is charging, or attempting to charge, producers who own and/or operate 

their own gathering lines for gathering service under Rale At <S.

21. Ownership of, and responsibility to deliver, lOOA member local produceis’ 

Appalachian supply sold to (.‘quilable tot its sales service customers passes to liquitublc when the 

gas leaves the local producers' facilities and enters l/quilahle's distribution pipeline network.

22. Ownership of and responsibility for !(.)(iA member local producers' Appalachian 

supply sold or transported to lupulahle's delivery service customers passes, and l-'quitable’s 

responsibility to transport anti deliver begins, when the gas leaves the local producers' facilities 

and enters lApiitable's distribution pipeline network.

2 v In .lime 200 I, the Commission approved lAjuitable's aftilialed mtciesl agreement 

filing and initial Kale A( IS at Docket No. 0-0003 1000, hut the Commission did not determine 

that the filing or initial rate schedule AGS was consistent with the public interest, nr that the 

associated costs or expenses were reasonable or prudent for the purposes of determining pist and 

reasonable rates. The Commission's approval was also expressly contingent upon subsequent 

audits, reviews and inquiry in any Commission proceeding.

2-1. In its application at G-0003 1000. Tquitable acknowledged (hat the "I’A-Norih 

Gathering System" it acquired would become part of its distribution rale base on which its 

delivery service rates are dclcrmiiied.

25. Tquitablc’s Kale AGS charges local producers for the first time for the use of 

Ifquitable's distribution pipeline network.

- S -
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A. k;iie At >S suites lh:il Ihc i^ilhcrinu nilc be tlclorimned by 

ncgi.ilialinM.” ami lhal l'A|mial>le "shall retain a separate (.jiiantity nl y,as tor luel, loss ami 

imaceounle<l for gas |shrinkage| reqmreil to prov ide this gathering service.”

26. lajuilable's tariff Rule I 1.4 ("Shrinkage") for bquiUible's delivery and pooling 

service states that bqmtable’s retention allowance for delivery service shrinkage is 5% of the 

total volume ol gas delivered into its system on behalfol a deliv ery service, or end-use 

transportation, customer.

27. I • quit aide's tariff Rule I 1.1 for I iqu it aide’s delivery ami pooling service stales that 

in addition to the 5% delivery service shrinkage rate, hquitable may retain a portion of all Apollo 

District transportation as compressor fuel, not to exceed a"/.., with the portion to be established in 

each customer's service, contract based upon the actual serv ice to be prov ided by liquilahle.

2*S. kquitaldc's Rale AGS and Rule I 1.4 permit liquilable to charge its delivery 

service customers for shrinkage on the same gas volumes transported over the same laeihties for 

which liquUahle charges local producers lor shrinkage.

29. Upon information and belief l/.quitaldc m lacl does charge its deliver)' service 

customers for shrinkage under Rule 1 1.4 on the same gas volumes transported over the same 

facilities for which F.quitaldc charges I0( IA member local producers for shrinkage under Rale 

AGS.

30. In 2003, iiqtiiialdc completed the Apollo District "Northern Asset Optimization 

Program ("NAOP") which consisted of live (5) projects Fquilaldc asserted would increase 

pipeline capacity, lower pressures and increase local natural gas production on the Apollo 

District portion of Rquitahlc's distribution pipeline network.

31. Upon information and belief Hqmiablc has recovered, or attempted to recover, 

Apollo District NAOP costs through rates imposed, or soiighl to be imposed, on IOGA member

IIAK V/MI
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locul produccin voiimics li;ins|miled on hnili ihc Apnllo |)islncl ;md l’.(|uitnl)le l)i:;lri«;[ purlirms 

uf lApniahlc's disinhuhon pipeline nelv\-ork.

.52. {ipon iiili.innation nnd beliel. I:quil«il>le diaries l()(j A inembei local producers

more than S”*. comluucd for sUnuka^e and fuel on volumes transported over die Apollo District 

portion of lApiitable’s distnlmtion network.

3.V Upon inlomiaiion and belief’, costs of lupn’table's facilities and shrinkage 

recovered through Kate A(«S eiiarges are also hetug recovered through hquitahle’s sales service 

rates and delivery service rates.

34. Upon information and belief, lupiitahle docs not charge third-party marketers for 

the use of the distribution system over and above the transportation and delivery service rates 

charged to end user customers.

35. Upon information and belief. I.upiitable does not charge gathering fees or 

shrinkage under Kate A(rS on Appalachian supply sold by KHiA member local producers to 

third-party markeleis lor transportation and delivery by lapiilahle to the marketers' customers 

over the same distnlmtion pipeline facilities as local production sold to Kquiluble.

3b. Kale A( iS charges currently paid by KM.iA member producers were determined 

by Equitable and imposed on producers and were not the product of negotiations with the 

producers.

37 As of January 2008, Equitable has been imposing, or attempting to impose, an 

increased nou-uegoliated charge of $0.5b/l)ih on lOGA member producers under Kale AOS.

38. Equitable has refused, and is continuing to refuse, to set new meter taps for 100A 

member producers unless the producer agrees to sign a contract agreeing to pay the increased 

non-negoliated Kale AGS charge.

- 10
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GROUNDS I OH UI.I II »IV.

( <U1N I I

KQUI I AHU ’S HA I I A(,S, AND I QIU I Alii K S PUAC I IC KS (JNDCH C Ul.OU
Ol AIJTIIOKH Y Or HA I I. AOS, AKI UNI AWI111 , UNJUST AND
UNREASON AIM J*'. IN VIOLATION Ol' SUCTION 1301 Ol rill, PUBLIC:
UTILITY ( ODi: HLCAUSi: I IILY PI UMH I Qlll I AliU, TO CIIAK(;L
LOCAL PRODUCT: US LOR COSTS THAT ARI. NOT III LI K
RLSPONSIIMUTY.

30. I’aniiiriphs I througii 33 ;iie incorporated herein hy rclcience.

40. I'lie (lislnhulioii jiipclmc I'acililics lu|(iilahlc owns and/or opcasilcs lo provide 

public uhlity sci \ ices conslituic pi'<»pcriy used and useful in the public service and are, upon 

information and belief, part of l.upulable's rate base as defined in Section 102 of the Code.

4 I. Section I 3<> I of the Code requires every rate demanded by a public ulilily to be 

'’just and reasonable.''1

42. Rales are just and reasonable it they permit the utility lo recover the reasonable 

costs ol its plant and lacihOcs used and usclui in providing public ulilitv services, and an 

opportunity to earn a leasmtable or tail return thereon.'

43. It is longstanding rulemaking principle that current utility customers should pay 

only the costs of providing current utility service based upon the costs of the utility's properly 

that is "used and useful" in service to the public."

bb Pa. C.S $ I 301.

Com. v. l)ui(ucsm: l.iyjil Co., 366 A.2d 242, 24S (Pa 1476) ("The Commission lias an 
ongoing duty to protect the public from unreasonable rales while insuring that public 
utility companies are permitted to charge rales suflicienl to cover their costs and provide 
a reasonable rate of return ").

Hdiasch v. ru. /'.(AC.. 441 A.2d 44, 104 (Pa. 1485); rcttnsylvmiin }:.U'vlnc ('.ompatiy r 
Co. /’C.C., 502 A.2d 130, 135 (Pa. 1485).

- I I -
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4-1. Sect ions 1 501 ;inti 22n5( a).(h)( 2 ) of tiu; ( diic rcquiiv every ;y;is uhlil v to prin ule 

ami mamlam ailcquatL-. cftieieni. sale ami reasonable serviee and laeililies, including 

nnprovenienis ilial are "necessary or proper lor the accommodation, convenience, and salety ol 

its patrons, employees, and the public"' and maintenance or upgrades necessary to meet retail 

gas customer requirements consistent with the utility's obligation to provide sale and reliable 

service.''

45. The costs of lupnlablc's "used ami useful" property includes ns costs ol 

complying with tls obligations under Sections I 501 and 2205(a),(b)t2) of the (’ode. such as the 

Apollo District NAOI’ projects, because complying with these obligations provides reliability 

and cost benefits to l.iquitahle's pipeline system ami cost hcnclits to I'.quifable’s end use 

customers.

40. The ownership of K.M iA member local producers' Appalachian supply passes to 

the purchascis liqmiablc. bquilable's delivery service customers, or marketers, as the case may 

be - when the gas leaves the local producers' laeililies and enters Tquitablc’s distribution pipeline 

network.

47. Tqmlablc's responsibility to transporl or deliver KX.iA member local producers' 

Appalachian supply also begins when the gas leaves ihe local producers' laeililies and enlers 

ITjuilahle's distribution pipeline network.

4«X bquilablc charges end user customers a delivery service rate and a shrinkage 

charge that are intended to compensate Equitable for the costs of transporting natural gas 

delivered to Equitable's distribution system to the etui user customers' meters.

66 I’a. O.S. § 1501.

60 l*a. C.S. vj 2205(a),(b)( 2).
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-l'>. U;»le A<.iS »s imhwiul. »injusl :uh1 unreasonable because il permits

I it|u liable In ehari-e K )<i A member local producers lor costs of ubai is. m faci, a deli eery service 

IbnelkMi. die costs of which are (or should be) recovered throtn’h hquitable’s sales service and 

delivery service rales.

50. While the (. ommissiou permitted lu|uilahlc's Kate A(iS to become effective, the 

Commission did not determine that it was consistent with the public interest to permit lajuitable 

to charge separate milhcriuy, lees or drat separate "negotiated'’ yyitbenne, lees under Kate A(rS 

constituted just and reasonable rales.

COUNT II

AS IMn I iMI N I I I) in I QUH AlllT, KA l i: ACS msCKIMINA I i s against

I OCA! PUODUCCKS IN VIOLATION Ol* SUCTION I 504 Ol l lli: LODI

51 Karaytraphs I lliroiij’J] 35 aiul 40 tlimuyh 50 are ineoiporated herein by reference.

52. Section I 304 of the (..ode prohibits rales that subject any person to "any

unreasonable prejudice or disadvantage." 1

55. 1 indcr Kale A( iS, lajuitable charges local poHlucers, including K.K'jA members,

lor the use of its distribution network on Appalachian supply volumes sold to Lqintable for its 

end user customers.

54. I lowever, liquitable does not charge third-party marketers for the use of its 

distribution system over and abus e the transportation and delivery service rales charged to end 

user customers.

55. Lquitable also does not charge gathering rates or shrinkage on Appalachian 

supply sold by 100A member local producers to third-parly marketers for transportation and

b(> Ka. C.S. yj I 504.
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ilclivcry lo Ihc markclcrs' ciis[<*nicis over llie s;mte gallR'i'int’ lacilitics as Appalachian supply 

sulil lo I xputablc.

Mr Acauilmyly. as iinpUaneiHal by Lquitable, ils Rak: ACiS <liscruuinatcs againsl 

local producers selling Appalachian supply to l^quilahlc, in violatit)n ofScclion I 304 rjfihc 

Code.

COUNT III

i;Qun aim.c s rati: a<;s, and i:quh aiiu/s pr\( i k i s undrr color

OF AU I IIOKi rV OF RATK AOS, ARI, UNLAWFUL, UNJUS I AND
UNRFASONAIILF. IN VIOLATION OI SKCTION 1301 OF I IIL niltLK
UTILITY CODi: RFCAUSF TIIFY I'FRJMIT LQUII AltLF I O RIX'OVI R
MORI. THAN TIIF KF.ASONAUI.F. COSTS OF, AND A RFASONAULI.
RF.TURN ON, WIlA l FQUITAULF. ( ONSIDFRS A "GATIIFKINC;" PORTION
OF ITS DISi RlltUI ION Nl I WORK.

57. Raragraplis I tliruiiyji 3<S and 40 tbrougli 5b arc incorporated herein by relerenee.

5<S. Section I 501 ot the Code requires every rale demanded by a public utility to be

"just and reasonable "lu

50. Equitable's Rale AOS is unlawful, unjust and unreasonable as it has been 

implemented because I'.qutlablc has successfully demanded that local producers pay rates that 

produce lor equitable a return on what equitable considers a "gather ing" portion ot Us 

distribution networ k that far exceeds a fair return on its investment after compensating it for all 

reasonable expenses.

60. As a result of equitable's Rate AOS and equitable's practices under color of 

authority of Rate AGS, equitable is able to dictate extremely favorable rales, terms and 

conditions of serv ice which have harmed - and will continue to significantly harm - IGOA 

member local producers.

60 Pa. C.S. § 1501.

-14-
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M To llic cxlcitl [IkiI Ti{uil;ihle is pci milled lo ch;u c,c local producers lor a ‘'ealhenny, 

service," il may only Ik: permiUed lo cliarye a rale dial docs noi allow liquicihle lo rcccn e nunc 

than a lair or reasonable reliirn on ils imcslmcni. after accounting for all relevant and reasonable 

expenses.

62. KXrA is nol opposed It) separate charges, as other gas utilities impose, lor 

transportation ofils members' Appalachian supply ihrough and out ol IA|uilable's pipeline system 

for delivery lo wholesale or end use customers served by other gas utilities, lo the extent that 

la.jiutable does not recover this cosl in some other rate

63. K )(.iA also does not oppose separate fees for incremental cosls f-quitable 

experiences for improvements to its distribution network that provide enhanced facilities and 

services that benelit only K.)(.iA member local producers.

64. To the extent liquilahle’s existing sales service and delivery service rales do not 

provide l.a.|uitable w ilh the opportunity to recover its reasonable costs ot service, including the 

costs ol what Lquilable considers a "gathering" portion ol its distribution network, and a 

reasonable return thereon, iiquitablc’s remedy is to make the necessary filings with the 

Commission to adjust its base rates to recover, through just and reasonable cost-based rates, the 

costs ol ils distribution pipeline network used to provide public utility service and a reasonable 

return on these costs.

COUNT IV

i gun Aitucs katk ags, and kquh aim j: s practices undi.k color 
or authority or rah: acts, ark unlawful, unjust and
UNRLASONAIILF IN VIOLATION OF SUCTION 1301 OF I MF PUBLIC
UTILITY COOL IUX UISL TUFY PICRMIT LQUH AULF TO DOUBLL
RFCOVI R ITS COSTS FOR SMRINKACF AND WHAT KQUITABLF
CONSIDF.RS TO BF "OATIIFRINO" FACILITIES.

63. Paragraphs I through 38, through 50, and 58 through 64 are incorporated herein 

by reference.

n,\k rcs.ii :
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66. l.u|ml;il>lo's separate "gadiciing" rales and shrinkage imposed pmsnanl lo Kale 

ACrS permil liquiiahlc (o charge amounls lor ihe use of whal lupn’iahle consiilers a "gaiherinsf 

portion o! ils distribution pipeline network over and above kquitable's charges for the use ot iis 

distribution network included in ils sales, delivery and transportation service rales. This permits 

F-Cjinlable to double recover costs for the use of these distribution network facilities, and 

therefore is unjust and unreasonable.

67. Fqiitlublc's Rale AGS is also unlawful, unjust and unreasonable because it permits 

Equitable to recover shrinkage (gas tor fuel, lost gas and unaccounted for gas) on Appalachian 

supply transported from IOGA member local producers even though hquilable recov ers 

shrinkage from its delivery service customers on the same Appalachian supply volumes 

transported over the same portion of HquitaMe's distribution network. This permits Equitable to 

double recover costs for shrinkage and, with respect to Appalachian supply volumes transported 

on bquilabic's Apollo District facilities, even more than twice (be shrinkage costs.

COUNT V

UQUIT VISITAS IMPOSITION ON IOGA MEIMItUR PUOIMK TKS Ol ANY 
UNII VI I K VLUY DIcTP:KMINIsD, NON-NI GOTIATKI) ka it; uni>i:k kati 
AGS VIOI A IT S ITU*. EXPLICIT TTKIMS Ol KA I L AGS AND IS 
TTILKLI-OKL IN VIOLATION OF SECTIONS 1301 AND 1303 Ol (1(1. PUIILIC 
UTILITY CODF.

68. Paragraphs l through 38 are incorporated herein by reference.

69. I he common and approved usage ol lhe word "negotiation" is "the action or 

process ot negotiating or being negotiated," while the common and approved usage ol the word 

"negotiate" is defined as "to arrange for or bring about through conference, discussion, and 

compromise."11 li

li chsU'r'.s Ninth New Collegiate Dictionary (1991) at 791.

- 16 -
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70. Hy its cxplicil lenns. Rale AGS does nol aulhori/.e !u|ui[abtc lc* uniliilaally

dclenmne ami impose, or auempi l«i impose, any cliaiaie mulei Kale A< iS v. idioiil die agreement 

of the producer arrived at lluoue,h negotiation.

71. I.iy its explicit terms. Kate AGS does not provide for any charge other than a 

negotiated rale.

72. Rale AGS does not provide a range of rales, lloor and ceiling rates, oi a default 

rate which the Commission has determined to he just and reasonable for lupiilahle to impose 

unilaterally if the negotiations required by Rate AGS are unsuccessful.

7.V If negotiations under Rate AGS are unsuccessful and no negotiated rate is 

possible, IOGA asserts that hquitable must file a proposed rate (either by amending Rale A( rS or 

by proposing a new rate) lor approval by the (iommission pursuant to Section I 70S ol the < 'ode 

before it can lawfully charge IOGA member producers new and increased charges under Rate 

AGS.

74. The Commission has not delegated (and may nol legally delegate) to lupiitahlc its 

authority to determine a just and reasonable rale under Rate AGS.

75. Section I 301 of the (.'ode requires every rale demanded by a public utility to be 

"just and reasonable."1'

7b. Section ! 303 of the Code slates that "no public utility shall, directly or indirectly, 

by any device whatsoever, or in anywise, demand or receive" a greater or less rate "for any 

service rendered or to he rendered by the public utility than that speeilled" in the utility's tariffs 

approved by the Commission.11

bb Ra. C.S § 1301. 

bb Ra. C.S. $ 1303.

HAK C.'S.U 1
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77, Impusitinn ol'a rale lhal is nol aullmii/etl by liquilablc’s laiilTis nn|iisl.

unreasonable and unlau lul.

7ft. I:qmtablc's aelions in unilalerally (leteiniininy and imposing, or alicmpliug lo 

impose, non-ncgolialcd clunges under amhority of Kale AGS on IOGA membei' producers 

violale.s the explicit terms of Kale AGS, and therefore is un jusl, unreasonable and unlawful in 

violation of Sections 1301 and 1303 of the Code.

70. Kquilable's actions in unilaterally determining and imposing, or attempting to 

impose, non-negoliated charges under authority of Rale AGS on IOGA member producers usurp 

the Commission’s authority to determine a just and reasonable rate under Rate AGS and is 

therefore illegal pursuant to Sections 130 I and I 303 of the Code.

COUNT VI

KQUIT VISIT’S RKI US VL TO SU I NI AV MUTUR I VPS I OR IOGA MUMISI.R 
PRODUCERS' I.OCAI, PRODUC I ION VIOU V I ES EQUI P VISI,E S
OISEK; V I ION I O PURSUE A I .EAST COST I Ul I PROCUREMENT POI ICY.

K0. Paragraphs l tbuvugh 3ft and O0 through 70 are incorporated hcicin by relerence.

XI. Equitable's refusal to set new meter laps lor 10(3 A member producers unless 

they agree to sign contracts agreeing to pay Equitable's new unilaterally determined, increased 

non-negotiated Kate AGS charge of SOAO/Dlh - prevents new local Appalachian supplies from 

being delivered to Equitable's pipeline system for Equitable system supply or for supply to end 

use customers of Commission licensed NGSs.

S2. Sections 1317 and 131ft of the Code requite Equitable to pursue a least cost fuel 

procurement policy.!J

()(> Pa. C.S. §§ 1317, 131ft.

IIAK «7K U J
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83. As dclivcicil. locally (iroduccd Appalachian supply is generally lower in cost than 

natural gas Iroin the SoulInv esi pt<>«lue.tnm areas ol the < lull <>f Mexico. Texas and Louisiana, 

Lquitablc's rein sal lo set new meter laps tor UK iA inemher producers unless they agree lo pay 

IZquilahle's new unilaterally delermiued. increased uon-negoliated Rate A(.iS charges \ iolales 

IZqu it able's ohligattou under Sections 1317 and 1318 of the Code. It also potentially denies 

customers access to lower priced, locally produced gas,

COUNT Ml

F.QUlTAIfU;\S kt:i USAl. TO SUT NI AV lOOA MKMItKK I OC Vl
PROIMICnON MKTI.K TAPS ViOl.ATKS ITU'. COMMISSION S
RKCUI. VTTONS CONCKRNINC 1111:. DKVKI.OPMKNT \N() US Is Ol
PKNNSYT.VANIA NATUUAl. CAS AND I'UOnUCl.K ACCKSS T O
l-OUn Altl.l 'S (. VS I'U’Kl INI. I ACII.IT U S.

(S4. Paragraphs SU ihrough S3 incorporated herein by reference.

85. The Commission’s regulations stale that the "development ofpennsyl vania natural 

gas should be promoted, because it will achieve benefits that accrue to gas utilities and then 

customers."1'’

86. (n its recent Section l 3U7( t) proceedings, b(|uitable lias touted the benefits ol 

Pennsylvania natural gas to pipeline system reliability and its end use customers.

87. The Commission's icgulations prohibit a Class A gas utility, such as Lcpiilablc, 

from "unreasonably restricl| ing| Commonwealth natural gas producer access jo gas utility 

facilities."l('

88. I'Apnlablc’s refusal to set new meter laps for lOGA member producers' 

Pennsylvania natural gas production unless they agree to pay luiinlable's new unilaterally

52 Pa. Code § 60.1.

52 Pa. Code $ 60.2(8).

- 19 -
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iletcimmccl. increased non neyolinted kale A( iS charge nr.Si>.Sl)/|)ili iolates (he Comniission's 

reeailalinns icqnii iii!; Iu|iulahle lo piomoie (he tlevelnpiuenl and use of Pennsylvania nalural i^as 

and is (here In re unlawlul.

89. Ixjuilahle’s relusal lo sel new meter laps for K.M.iA member producers' 

Pennsylvania nalural yas production unless they agree to pay liquilahlc's new unilaterally 

deleiinined, increased non-uegoiialeil Rale A(.iS charge violates the Commission's regulations 

that prohibit Cqubable from unreasonably restricting lOGA member producers' access to 

f-quilable's gas utility facilities and is therefore unlawful.

COUNT Mil

r.OlliTAM I MUST III KI.QUIKI I) TO Ki:i tlNI> Al l UNI AUiTil
CH AKOI S ( OI .I .IX f I D UNDI K AUTHOKITV OU UAH . AOS.

90. Counts I through VII are hereby incorporated by reference.

91. .Section I a I !!(a) ol ihc Code authorizes the PUC to ordei ihe refund of any rate 

received by a public utility it (lie ('ouunissum determines that the rate was unjust, unreasonable, 

in violation ol any Commission regulation or order, or in excess of the applicable rate in an 

existing and effective tariff.17

92. hoi the reasons sel forth in Counts I through VIII, [-quitable's charges under 

authority ol Rale AGS arc, and have been, unjust, unreasonable, in violation olTiquilable's Rate 

AGS and in excess of the applicable ratc(s) in authorized by liquitable's existing and effective 

tariff.

93. Accordingly, P.quitable's collection from lOGA member producers of unjust, 

unreasonable and unlawful charges under authority of Rale AGS is unlaw ful.

(i(> Pa. CCS. $ 1312(a).

- 20 -
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‘M. In ;ico>r<lancc with Section l \ I 2(ai of the Code, Cqmlahle must he retpnved tv' 

refund all such unlawful charges paid by K K iA member producers, plus interest at the legal rate 

of interest Irom the dale oi each uulaufui payment.

V. CONCLUSION

Unless cancelled. bi|uiiahle's Kate A< iS \^'ill establish a dangerous precedent that will 

encourage oilier gas utilities to inlliet similar harm on the local producers in their service 

territories by separately charging for the costs of service ami facilities that benefit all customers 

and therefore should he recovered through base rates

VI. RI.LILI RI Qdl S I LO

W'l I I'.K I d'( )l< I lor the reasons set Inrth above, !()(i A respect lull)' ret]nests that llie 

Pennsylvania Public. I hilny (. ommission sustain this Complaint and:

1. Direct I:t|iittaMe to cancel Kale .AGS, effective immediately.

2. Direct lu|uilable to refund to l( )( iA member producers all unlawful 

charges under Kate AGS collected by lu|uilahle from IOGA member producers.

.1 If the Commission delerniines that Ltpulablc's existing base rates do not provide

Uquitable with an opportunity to recover its reasonable costs ol service and facilities, including 

what litpiilable considers "gathering" facilities, and a reasonable or fair return thereon, IOGA 

requests that the Commission dti'cct Lqmlablc to make the necessary filings, within 00 days of 

the entry of the Commission's Order, to enable the Commission, in accordance with Section 

I 309(a) ol the (.’ode, to establish Pquilable’s just and reasonable base rates that provide Lquitablc 

with an opportunity to recover its reasonable costs of service and facilities, and a reasonable or 

fair return (hereon.

- 2! •
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4 (.Irani such dIIk i ami further relief as the Commission determines to he in the

public interest

Respectfully submitted,

Wolf, Block, Schorr and Solis-Cohen LI.I’ 
2 I 3 Market Street, 9th Llonr 
Harrisburg, I’A 17101 
( 717) 237-71 73

Attorneys for the Independent Oil and Gas 
Association of Pennsylvania

Dated: September 14. 2006, amended february 1. 200N
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I. I) I )'.\tiiic<». herein \ enlv lhai I am l AeeuU'.'c l hreeUa ul llie

Inilepeiulenl ( hi and (ias Ass<>eia(i<in ol l'enns\ Ivania (RIGA). lhal I am anllmrizecl lo 

make (his verihealum on heluill ol K.Ki A. dial the I acts sel lorlli above are (me and 

enrreel lo (he besl o|'m\ knowledge, mlormaiion and belief, and dial RX iA expeels lo be 

able (o prove, (he same at a heanmt held in litis matter I his \erifienlion is made subjecl 

lo (he penalties relnlme lo unsworn falsiltealioM lo aiilhoriiies as prescribed by I X Pa.

C.S. § 4(XM

l-.oins I). I )'Amieo 
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ln<.lependeiil ( hi and (ias Assoeialion ol 
Pennsylvania



Before The
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Independent Oil and Gas 
Association of Pennsylvania

v.

Equitable Gas Company

Docket No. C-20066800

ANSWER TO AMENDED COMPLAINT WITH NEW MATTER

AND NOW. comes Equitable Gas Company, a division of Equitable Resources. 

Inc., (“Equitable" or "Company"), by its attorneys, and, following a briel introduction and 

summary and utilizing the headings from the Amended Complaint, answers in seriatim 

fashion, pursuant to 52 Pa. Code §5.61, the Amended Complaint of the Independent 

Oil and Gas Association of Pennsylvania ("IOGA"). as follows:

I. INTRODUCTION AND SUMMARY OF ANSWER TO AMENDED COMPLAINT 

Over the past 8 years, 2000 through 2007, Equitable has invested capital in 

excess of $18.5 million in gathering lines and oilier gathering related facilities including 

compression and dehydration equipment, in addition to these capital expenditures the 

Company has incurred significant gathering related operation and maintenance ("O&M") 

expenses. For example, during 2006 and 2007. the Company's annual gathering 

related O&M expenses were $2.03 million and $2.21 million, respectively. These 

investments have opened up Appalachian production areas in Western Pennsylvania 

expanding the ability of Appalachian producers, including members of IOGA, to bring 

locally produced natural gas to market. A measure of the success of the investment is 

shown by the substantial and significant increase in locally produced gas purchased by 

Equitable for purchased gas cost purposes. From 2000 through 2007, Equitable's 

purchases of local Pennsylvania produced gas increased from 2.16 Bcf annually to 9.25



Bcf annually and the dollars il paid to local Pennsylvania producers for gas delivered 

directly into the Equitable system increased from $5.56 million to $72.9 million, an 

increase of $67.34 million on an annual basis. Having received such extreme monetary 

benefits from the increased gathering ability, it is appropriate that producers pay the 

cost of the facilities installed to enable them to bring their gas to market.

Equitable's investment in gathering lines and other gathering facilities is not pari 

of its Pennsylvania utility rale base. Equitable’s investment in gathering facilities is all 

of recent occurrence well subsequent to Equitable's 1996-1997 most recent prior base 

rate proceeding. Additionally, Equitable Field Soivices, LEG, from which Equitable 

acquired the PA-North Field Gathering System in 2003 was not a Pennsylvania 

jurisdictional entity and Equitable acquired those assets and has operated those 

facilities as a non-PA jurisdictional field gathering system. Consistent therewith, 

Equitable is recording its more recent investment in gathering facilities, including most 

of its Northern Asset Optimization Program, as Non-Utility Property. Contrary to lOGA's 

contention, gathering facilities are distinguishable from distribution pipeline. Gathering 

facilities should not be lumped together with distribution pipeline. lOGAis trying to avoid 

contributing to the cost of the very gathering facilities from which they so dearly benefit. 

Such cost avoidance should not be allowed.

Reduced to the real issue at stake here, this Amended Complaint identifies that 

IOGA members have production that apparently is being subsidized on other NGDCs, 

and IOGA wants the Commission to require Equitable to do the same. Equitable 

believes producers are economically able to cover the appropriate costs, including 

gathering costs and shrinkage, based on the current prices for natural gas and the 

outlook for future gas prices. IOGA would force ratepayers, who are already burdened 

with gas costs that are two to three times the level they were paying only a few years 

ago, to further enrich IOGA members by subsidizing the gathering costs associated with

2-



acquiring local production. Equitable has invested a considerable amount in gathering 

plant because it recognizes that local production benefits its ratepayers to some degree. 

However, clearly, IOGA members are the primary beneficiary of tins increased 

investment and they should not be allowed a “free ride'' at either Equitable's or our 

ratepayers’ expense,

II. THE PARTIES

1. Admitted as stated.'

2. Admitted as stated.

3. Admitted in part and denied in part. Equitable admits that lOGA's 

Pennsylvania members sell local production to Equitable, its affiliates or third party 

NGSs for resale to sales and transportation customers. Equitable is without knowledge 

of what IOGA members "want" to do as expressed in the parenthetical of paragraph 3 

of the Amended Complaint and, if relevant, proof thereof is demanded.

4. Admitted in part and denied in part. Equitable admits that lOGA's 

Pennsylvania members deliver their Appalachian supply to Equitable's pipeline, 

including both distribution and gathering facilities, for transportation by Equitable and 

resale by Natural Gas Suppliers ("NGS") to Equitable’s delivery service customers or 

to wholesale or end use customers served by other natural gas distribution companies 

(“NGDC"). Equitable is without knowledge of what IOGA members "want" to do as 

expressed in the parenthetical of paragraph 4 of the Amended Complaint and, if 

relevant, proof thereof is demanded.

' Although Equitable admits that Complainant is IOGA, Equitable has no knowledge whether 
IOGA is a non-profit trade association or whether lOGA's financial statements support its claims of 
non-profit status. Equitable, additionally, has no knowledge of which, if any, IOGA members IOGA 
purports to represent in this proceeding. No list of purported IOGA members is attached to the 
Amended Complaint. Equitable demands proof of the averment details presented in Paragraph 1 of 
the Amended Complaint.

-3-



5. Denied as staled. Equitable is without knowledge of what IOGA members 

"want" to do as expressed in paragraph 5 of the Amended Complaint and, if relevant, 

proof thereof is demanded.

6. Admitted as stated.

7. Admitted as stated.

8. Paragraph 8 of the Amended Complaint is a conclusion of law to which 

no response is required. If an answer is deemed necessary, Equitable submits that it 

provides services subject to the jurisdiction and authority of the Public Utility 

Commission ("Commission" or "PaPUC") under the terms and provisions of the Public 

Utility Code and the rules and regulations of this Commission.

9. Admitted as stated but with the clarification that the PaPUC jurisdictional 

"distribution system" does not include the gathering facilities at issue in (his complaint 

proceeding.

10. Admitted as staled but with the clarification that the PaPUC jurisdictional 

“distribution system" does not include the gathering facilities at issue in this complaint 

proceeding.

11. Admitted as stated but with the clarification that the PaPUC jurisdictional 

“distribution system" does not include the gathering facilities al issue in this complaint 

proceeding.

III. BACKGROUND

12. Admitted as stated.

13. Admitted in part and denied in part. Equitable admits that delivered 

Appalachian supply can be cost beneficial vis-a-vis Southwest production supply. 

Equitable denies, however, the blanket averment that Appalachian supply is more 

reliable. Appalachian supply may be less reliable than Southwest supply and may

-4-



require more in operating costs for compression, maintenance and measurement and 

have higher average lost and unaccounted for gas levels.

14. Denied as stated. See paragraph 13, supra.

15. Admitted as stated but with the clarification that the PaPUC jurisdictional 

“distribution pipeline network” does not include the gathering facilities at issue in this 

complaint proceeding.

16. Admitted as staled in that Equitable receives the majority of its gas supply 

through one or more pipeline affiliates of Equitable.

1 7. Admitted as stated but with the understanding that “distribution pipeline 

facilities" do not include gathering facilities.

18. Admitted in part and denied in part. Equitable admits that IOGA member 

producers pay for gathering service under currently effective Rale AGS. Equitable 

denies, however, any suggestion that IOGA members are PaPUC jurisdictional 

“customers" of Equitable similar, for example, to residential or commercial customers 

of Equitable.

19. While Equitable believes that “some” IOGA member producers may own 

and/or operate their gathering lines, Equitable has no knowledge of the specific identity 

of those member producers or the details pursuant to which they own or operate 

gathering lines. Proof thereof accordingly is demanded.

20. Admitted with the understanding that Rate AGS is not a charge for 

gathering lines that a producer may own and/or operate.

21. Paragraph 21 of the Amended Complaint is a conclusion of law to which 

no response is required. If, however, an answer is deemed necessary, Equitable 

submits that each contract with the various Appalachian producers contains language 

addressing the transfer of title and those contracts speak for themselves.

-5-



22. Paragraph 22 of the Amended Complaint is a conclusion of law to which 

no response is required. If. however, an answer is deemed necessary, Equitable 

submits that each contract with the various Appalachian producers contains language 

addressing the transfer of title and those contracts speak for themselves.

23. Admitted in part and denied in part. In a letter dated June 11, 2003, at 

Docket No. G-00031009, the Commission addressed the Affiliated Interest Agreement 

between Equitable Gas Company and Equitable Field Services, LLC, and concluded 

that the filing did not appear to be unreasonable or contrary to the public interest and 

stated further, inter alia, that approval was contingent upon the possibility that 

subsequent audits, reviews and inquiry, in any Commission proceeding may be 

conducted, pursuant to G6 Pa. C.S. §§2101, et seq.

24. Denied as stated. Although the acquisition of the PA-North Gathering 

System could have increased rate base and operating and depreciation expense, 

Equitable did not propose any increase in rates as a result of the acquisition and. 

instead, proposed and instituted a negotiated Rate AGS - Appalachian Gathering 

Service. Equitable acquired the PA-North Gathering System assets and has operated 

the facilities as a non-jurisdictional field gathering system. It has recorded the 

acquisition as Non-Utility Properly.

25. Denied as stated. Rate AGS is a charge for using or benefitling from the 

investments made to the gathering system.

26. Admitted in part and denied in part. Equitable's Tariff Rule 11.4 concerns 

shrinkage but provides that the retention allowance for delivery service shrinkage is 6.0 

percent of the total volume delivered into its system on behalf of commercial and 

industrial customers and 8.0 percent of the total volume delivered into its system on 

behalf of all other customers. Tariff Rule 11.4 does not address shrinkage associated 

with gathering service.
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27. Admitted in part and denied in part. Tariff Rule 11.4 concerns shrinkage 

but provides that, in addition to the shrinkage rate addressed in paragraph 26, supra. 

Equitable reserves the right to retain a portion of all Apollo District transportation 

volumes as compressor fuel. Tariff Rule 11.4 does not address shrinkage associated 

with gathering service.

28. Denied. Rate AGS does not address charges to delivery service 

customers. Rule 11.4 does not address shrinkage associated with gathering service.

29. Denied. IOGA member local producers are charged through Rate AGS 

for the benefit received from Equitable’s investment in gathering facilities including 

shrinkage through the gathering system. Delivery service customers do not pay a Rate 

AGS shrinkage fee.

30. Admitted in part. The Northern Asset Optimization Program ("NAOP") 

consisted of five projects designed to increase pipeline capacity, lower pressures on the 

gathering system and ultimately increase local Appalachian production into the 

Equitable system.

31. Denied. Equitable is recovering through Rate AGS from IOGA members 

the Apollo District NAOP costs related to gathering facilities.

32. Denied. Equitable does not charge any IOGA member more than 8% 

combined for shrinkage and fuel on volumes transported.

33. Denied. The cost of and some portion of the shrinkage associated with 

the gathering system are intended to be recovered through Rate AGS.

34. Admitted with the understanding and clarification that “distribution system” 

refers to Equitable's Pennsylvania jurisdictional distribution system which does not 

include the gathering system or facilities.

35. Denied. While Equitable believes there may be a do minimus amount of 

gas sold by producers to marketers that has so far escaped payment of gathering
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charges or shrinkage under Rate AGS. it is Equitable's intention to assess Rate AGS 

fees to any producer that benefits from gathering investment.

36. Denied. Rate AGS rates are the product of negotiations with producers.

37. Denied. While Equitable did seek to charge and has charged certain 

producers a Rate AGS of $0.50 per Dth beginning November 2007, the charge was 

mutually agreed to between tfie producer and Equitable. If a producer complained 

about the charge, Equitable did not pursue the charge.

38. Denied. In October 2007, Equitable began lo decline to set new meter 

taps. See Paragraph 81. infra.

IV. GROUNDS FOR RELIEF 

COUNT!

39. Equitable’s answers to paragraphs 1 through 38 are incorporated herein 

by reference.

40. Paragraph 40 of the Amended Complaint is a conclusion of law to which 

no response is required. If. however, an answer is deemed necessary, Equitable 

submits that the distribution pipeline facilities it owns and/or operates to provide public 

utility services constitute property used and useful in the public service. In contrast, 

however, new investment in gathering facilities, which are the point of reference for this 

proceeding, are not presently reflected in rate base and have been accounted for by 

Equitable as Non-Utility Property.

41. Paragraph 41 of the Amended Complaint is a conclusion of law to which 

no response is required. If, however, an answer is deemed necessary, Equitable 

submits that Section 1301 of the Public Utility Code provides that ‘[e]very rate made, 

demanded, or received by any public utility ... shall be just and reasonable.’1 Equitable's 

rates are in full compliance with the requirements of Section 1301 of the Code and 

established ratemaking principles.
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42. Paragraph 42 of the Amended Complaint is a conclusion of law to which 

no response is required. If, however, an answer is deemed necessary, Equitable 

submits that its rates are in full compliance with the requirements of Section 1301 of the 

Code and established ratemaking principles.

43. Paragraph 43 of the Amended Complaint is a conclusion of law to which 

no response is required. If, however, an answer is deemed necessary, Equitable 

submits that its rates are in full compliance with the requirements of Section 1301 of the 

Code and established ratemaking principles.

44. Paragraph 44 of the Amended Complaint is a conclusion of law to which 

no response is required. If, however, an answer is deemed necessary, Equitable 

submits that Sections 1501 and 2205(a) and (h)(2) of the Public Utility Code provide 

variously that every public utility shall furnish and maintain adequate, efficient, sale and 

reasonable service and facilities and shall make such improvements as shall be 

necessary or proper for the accommodation, convenience, and safety of its patrons, 

employees and the public and further that nothing in Chapter 22 of the Code shall 

prevent the NGDC from maintaining and upgrading its system to meet retail gas 

customer requirements consistent with the requirements of Section 1501 or compliance 

with other statutory and regulatory requirements. Equitable’s service and facilities are 

in full compliance with all requirements of Sections 1501 and 2205 of the Code. 

Equitable, moreover, denies that the Code requires Equitable to construct and maintain 

a network of pipelines for the purpose of bringing local production gas to market 

Section 2205(b)(1) of the Code provides that an NGDC shall not have an obligation to 

install nonstandard facilities, either as to type or location, for the purpose of receiving 

natural gas from the natural gas supplier unless the supplier or its retail gas customer 

pays the full cost of the facilities.
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45. Paragraph 45 of the Amended Complaint is a conclusion of law to which 

no response is required. If. however, an answer is deemed necessary. Equitable 

submits that the costs of projects such as the NAOP should be considered "used and 

useful” and included in Pennsylvania jurisdictional rates if the Commission concludes 

in this or some other proceeding that local producers are not obligated to pay for the 

cost of facilities necessary to gather the producers' gas and bring it to market. See also 

the response to paragraph 44. supra, incorporated herein by reference

46. Paragraph 46 of the Amended Complaint is a conclusion of law to which 

no response is required. If, however, an answer is deemed necessary, Equitable 

submits that each contract with the various Appalachian producers contains language 

addressing the transfer of title and those contracts speak for themselves.

47. Paragraph 47 of the Amended Complaint is a conclusion of law lo which 

no response is required. ((, however, an answer is deemed necessary, Equitable denies 

that il has a "responsibility" to transport or deliver IOGA member producers' 

Appalachian supply. Equitable, however, has constructed significant gathering facilities 

in recent years lo facilitate the bringing of IOGA member producers' gas to market. 

IOGA member producers have a "responsibility" to contribute to paying the cost of such 

facilities.

48. Denied. The shrinkage charged to end user customers through the 

delivery service rate is intended to compensate Equitable for the costs of transporting 

gas through the Pennsylvania jurisdictional distribution system. Costs for transporting 

gas through the gathering system to the distribution system are intended to be 

recovered through charges such as Rate AGS.

49. Denied. Rale AGS is neither unlawful, unjust nor unreasonable but is 

rather lawful, just and reasonable. Equitable has acquired and constructed significant

gathering facilities in recent years to facilitate the bringing of IOGA member producers'

-10-



gas to market. It is reasonable and appropriate that IOGA members contribute to the 

payment of the costs of these facilities whether in the form ol a tariff rate or otherwise. 

Instead of recognizing their responsibility, IOGA members attempt to avoid it by 

claiming that gathering is a delivery service function. This is inappropriate and done 

only for their own economic self-interest. Measured by Equitable's purchased gas cost 

purchases alone, local producers are receiving $67.34 million more on an annual basis 

than they were receiving prior to Equitable's investment in gathering facilities. IOGA 

members are economically positioned to contribute to the cost of these facilities.

50. Paragraph 50 of the Amended Complaint is a conclusion of law to which 

no response is required. If, however, an answer is deemed necessary. Equitable 

submits thal, while IOGA may allege that the Commission made no determination that 

Rate AGS is consistent with the public interest, the Commission stated that the Rate 

AGS did not appear to be unreasonable or contrary to the public interest. IOGA 

members have benefitted tremendously from the investment made by Equitable in 

gathering facilities. It is reasonable and appropriate that IOGA members contribute to 

the payment of the costs of these facilities whether in the form of a tariff rate or 

otherwise.

COUNTH

51. Equitable’s answers to paragraphs 1 through 50 are incorporated herein 

by reference.

52. Paragraph 52 of the Amended Complaint is a conclusion of law to which 

no response is required. If, however, an answer is deemed necessary, Equitable 

submits that Section 1304 of the Public Utility Code provides that "[n{o public utility shall, 

as to rates .. subject any person, corporation, or municipal corporation to any 

unreasonable prejudice or disadvantage. Equitable's rates are in full compliance with

the requirements of Section 1304 of the Code and established ratemaking principles.
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53. Denied. Under Rate AGS, Equitable does not charge local producers for 

the use of Equitable's Pennsylvania jurisdictional distribution network.

54. Admitted as stated.

55. Denied. Wtiile Equitable believes there may be a de minimus amount of 

gas sold by producers to marketers that has so far escaped payment of gathering 

charges or shrinkage under Rate AGS, it is Equitable's intention to assess Rate AGS 

charges to any producer that benefits from gathering investment.

56. Paragraph 56 of the Amended Complaint is a conclusion of law to which 

no response is required. If, however, an answer is deemed necessary, Equitable 

submits that its Rate AGS is not discriminatory. Equitable submits further that it does 

not implement Rate AGS in a discriminatory fashion in violation of Section 1304 of the 

Code.

COUNT III

57. Equitable's answers lo paragraphs 1 through 56 are incorporated herein 

by reference.

58. Paragraph 52 of the Amended Complaint is a conclusion of law to which 

no response is required. If, however, an answer is deemed necessary, Equitable 

submits that Section 1301 of the Public Utility Code provides that "[e|very rate made, 

demanded, or received by any public utility ... shall be just and reasonable." Equitable's 

rales are in full compliance with the requirements of Section 1301 of the Code and 

established ratemaking principles.

59. Denied. Rate AGS is neither unlawful, unjust nor unreasonable but is 

rather lawful, just and reasonable. Equitable has acquired and constructed significant 

gathering facilities in recent years to facilitate the bringing of IOGA member producers’ 

gas to market. The return produced by Rate AGS on those gathering facilities is not
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excessive. To (he contrary, (he costs associated with the gathering of IOGA member 

gas exceed the revenue received through Rate AGS.

60. Denied. IOGA members have benefited tremendously from the 

investment made by Equitable in gathering facilities. It is reasonable and appropriate 

that IOGA members contribute to the payment of the costs of these facilities whether 

in the form of a tariff rate or otherwise. Measured by Equitable's purchased gas cost 

purchases alone, local producers are receiving $67.34 million more on an annual basis 

than they were receiving prior to Equitable's investment in gathering facilities.

61. Denied. The return produced by charges to local producers is not 

excessive. Sec the response to paragraph 59, supra, incorporated herein by reference.

62. Admitted as stated that IOGA does not oppose separate charges for 

transportation of its members’ gas through and out of Equitable's system for delivery to 

the extent that Equitable does not recover tins cost in some other rate.

03. Admitted as stated that IOGA also does not oppose separate charges for 

incremental costs incurred by Equitable for improvements to the distribution network 

that provide enhanced facilities and services that benefit only IOGA members. The 

improvements made by Equitable to the gathering system (while not part of the 

Pennsylvania jurisdictional distribution network) benefit IOGA members. It is 

reasonable and appropriate that IOGA members contribute to the payment of the costs 

of these facilities whether in the form of a tariff rate or otherwise.

64. Denied. lOGA's suggestion that sales service and delivery service rates 

should bear the cost of improvements to the gathering system that benefit IOGA 

members and that these same IOGA members should not contribute, whether in the 

form of a tariff rate or otherwise, to the payment of the costs of the facilities from which 

they so clearly benefit is inherently unreasonable and contrary to the requirements of 

the Public Utility Code. Rather than adjust base rales, IOGA should acknowledge the
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reasonableness of Rale AGS and the appropriateness of its continued application to 

!OGA members for their use of Equitable’s gathering system.

COUNT IV

65. Equitable's answers to paragraphs 1 through 64 are incorporated herein 

by reference.

66. Denied. Separate gathering rates and shrinkage collected pursuant to 

Rate AGS effect recovery of costs associated with the gathering system and not the 

Pennsylvania jurisdictional distribution network. There is no double recovery of costs 

through Rate AGS.

67. Denied. Rate AGS is neither unlawful, unjust nor unreasonable but is 

rather lawful, just and reasonable. tOGA members have benefited tremendously from 

the investment made by Equitable in gathering facilities. It is reasonable and 

appropriate that IOG A members contribute to the payment of the costs of these facilities 

whether in the form of a tariff rate or otherwise. Separate gathering rates and shrinkage 

collected pursuant to Rate AGS effect a partial recovery of costs associated will) the 

gathering system and not the Pennsylvania jurisdictional distribution network. There is 

no double (or further) recovery of shrinkage.

COUNTV

68. Equitable's answers to paragraphs 1 through 67 are incorporated herein 

by reference.

69. Paragraph 69 of the Amended Complaint is a conclusion of law or 

argument concerning a term in Equitable’s Tariff Rate AGS to which no response is 

required. If, however, an answer is deemed necessary, Equitable submits that 

Webster's Ninth New Collegiate Dictionary {‘[QM) speaks for itself. Equitable has no 

knowledge of what IOGA may mean by "common and approved usage." Accordingly, 

proof thereof is demanded.
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70. Denied. The "explicit terms'* of Rale AGS are presented in Rate AGS 

which speaks for itself. The RATE paragraph of Rate AGS provides that "(tide 

applicable rate for this service shall be determined by negotiation." While IOGA argues 

that Rate AGS does not authorize Equitable to unilaterally determine and impose any 

charge under Rate AGS without the agreement of the producer, that same producer has 

no right under Rate AGS to impose its own rate by unilaterally refusing to negotiate and 

then declining to pay for the service and facilities used to bring producer gas to market. 

Requiring IOGA members and Pennsylvania producers to pay the gathering and other 

costs of bringing their gas to market is entirely consistent with the Public Utility Code 

and established regulatory principles.

71. Denied. The “explicit terms" of Rate AGS are presented in Rate AGS 

which speaks for itself. The RATE paragraph of Rate AGS provides that "[tjhe 

applicable rate for this service shall be determined by negotiation.” Equitable denies 

that this language allows IOGA to dictate the charge under Rate AGS. Requiring IOGA 

members and Pennsylvania producers to pay the gathering and other costs of bringing 

their gas to market is entirely consistent with the Public Utility Code and established 

regulatory principles. See Paragraph 70 above.

72. Denied. The “explicit terms" of Rate AGS are presented in Rate AGS 

which speaks for itself. The RATE paragraph of Rate AGS provides that “(tjhe 

applicable rale for this service shall be determined by negotiation." While IOGA argues 

that Rate AGS does not provide a range of rates, floor and ceiling rates or the default 

rate to be imposed if negotiations are unsuccessful, it is unreasonable for IOGA to 

suggest that a negotiated rate for gathering service that presents no floor or ceiling 

allows IOGA to impose its own rate by unilaterally refusing to negotiate and then 

declining to pay for the service and facilities used to bring producer gas to market. 

Requiring IOGA members and Pennsylvania producers to pay the gathering and other
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cosls of bringing their gas to market is entirely consistent with the Public Utility Code 

and established regulatory principles.

73. Paragraph 73 of the Amended Complaint is a presentation of lOGA's 

assertion or position concerning Rate AGS and a conclusion of law to which no 

response is required. If, however, answer is deemed necessary, Equitable submits that 

Section 1301 of the Public Utility Code provides that every rate made, demanded, or 

received by any public utility for a regulated utility service shall be “just and reasonable." 

Requiring IOGA members and Pennsylvania producers to pay the gathering and other 

costs of bringing their gas to market is entirely consistent with the Public Utility Code 

and established regulatory principles. A gathering service provided using non-utility 

gathering plant facilities is ultimately a non-utility, non-jurisdictional service, the charges 

for which may be lawfully increased without Commission approval.

74. Paragraph 74 of the Amended Complaint is a conclusion of law to which 

no response is required. If, however, answer is deemed necessary, Equitable submits 

that the Commission has not delegated authority to determine a just and reasonable 

rate under Section 1301 of the Public Utility Code. A gathering service provided using 

non-utility gathering plant facilities is ultimately a non-utility, non-jurisdictional service 

the charges for which may be legally delegated by the Commission. Indeed, the 

Commission may have no jurisdiction over these charges in the first instance.

75. Paragraph 75 of the Amended Complaint is a conclusion of law lo which 

no response is required. If, however, answer is deemed necessary, Equitable submits 

that Section 1301 of the Public Utility Code provides that “(ejvery rate made, demanded, 

or received by any public utility ... shall be just and reasonable." Equitable’s rates are 

in full compliance with the requirements of Section 1301 of the Code and established 

ratemaking principles.
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76. Paragraph 76 of the Amended Complaint is a conclusion of law to which 

no response is required. If, however, answer is deemed necessary, Equitable submits 

that Section 1303 of the Public Utility Code provides that '[njo public utility shall, directly 

or indirectly, by any device whatsoever, or in anywise, demand or receive from any 

person, corporation, or municipal corporation a greater or less rate than for any service 

rendered or to be rendered by such public utility than that specified in the tariffs of such 

public utility applicable thereto." Equitable's rates are in full compliance with the 

requirements of Section 1303 of the Code.

77. Paragraph 77 of the Amended Complaint is a conclusion of law to which 

no response is required. If, however, answer is deemed necessary, Equitable denies 

that it has imposed a rate not authorized by its tariff or otherwise charged rates that are 

unjust, unreasonable or unlawful.

78. Paragraph 78 of the Amended Complaint is a conclusion of law to which 

no response is required. If, however, answer is deemed necessary, Equitable denies 

that it has violated the terms of Rate AGS or otherwise charged rates or attempted to 

charge rates that are unjust, unreasonable or unlawful.

79. Paragraph 79 of the Amended Complaint is a conclusion of law to which 

no response is required. If, however, answer is deemed necessary, Equitable denies 

that it is attempting to unilaterally impose a rate under Rate AGS. IOGA members have 

no right under Rate AGS to impose their own rates by unilaterally refusing to negotiate 

and then declining to pay for the service and facilities used to bring producer gas to 

market. Requiring IOGA members and Pennsylvania producers to pay the gathering 

and other costs of bringing their gas to market is entirely consistent with the Public 

Utility Code and established regulatory principles. Providing a gathering service using 

non-utility gathering plant facilities is ultimately a non-utility, non-jurisdictional service 

the charges for which may be lawfully increased without Commission approval.
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COUNT VI

80. Equitable’s answers to paragraphs 1 through 79 are incorporated herein 

by reference.

81. Denied. In Equitable’s last 1307(f) proceeding, Lost and Unaccounted 

tor Gas (“LUFG") was an issue and the statement of Vice Chairman Cawley issued 

August 30, 2007, focused on the need to review the high levels of LUFG in the 2008 

proceeding. Accordingly, beginning in October 2007, Equitable began to review the 

sources of its LUFG. At such time, it decided to suspend new laps on its gathering 

system until it could complete the LUFG study. Subsequent to October 2007, new taps 

were made only for producers whose tap(s) had been approved prior to October 2007. 

This resulted in 21 new taps having been made since the suspension of new taps was 

undertaken. Of the 21 taps, only four were for producers that had previously agreed to 

pay the $0.50 per Dth rate. The remainder were added at their pre-existing rates which 

were less than $0.50 per Dth.

82. Paragraph 82 of the Amended Complaint is a conclusion of law to which 

no response is required. If, however, answer is deemed necessary. Equitable admits 

that Section 1317 and Section 1318 of the Public Utility Code speak for themselves

83. Paragraph 83 of the Amended Complaint is a conclusion of law to which 

no response is required. If, however, answer is deemed necessary, Equitable denies 

the allegations presented in Paragraph 83. Requiring IOGA members and 

Pennsylvania producers to pay the gathering and other costs of bringing their gas to 

market is entirely consistent with the Public Utility Code and established regulatory 

principles. The alternative, essentially sought by IOGA in this proceeding, is that these
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costs be borne by the ratepaying public. Such an alternative may well not be in the 

public interest."

COUNT VII

84. Equitable's answers to paragraphs 1 through 83 are incorporated herein 

by reference.

85. Admitted as stated that Section 60.1 of the Commission's Rules and 

Regulations states that the “development of Pennsylvania natural gas should be 

promoted, because it will achieve benefits that accrue to gas utilities and their 

customers."

86. Denied as stated. While Equitable has identified benefits associated with 

Pennsylvania supply in 1307(f) proceedings, Pennsylvania supply, like Appalachian 

supply generally, may be less reliable than Southwest supply and may require more in 

operating costs for compression, maintenance and measurement and have higher 

average lost and unaccounted gas levels.

87. Denied as stated. Section 60.2(8) of the Commission's Rules and 

Regulations states as follows:

The tariff may not unreasonably restrict Commonwealth natural gas
producer access to gas utility facilities.

Equitable is not unreasonably restricting Pennsylvania producer access either to its 

utility or gathering facilities.

88. Paragraph 88 of the Amended Complaint is a conclusion of law to which 

no response is required. If, however, answer is deemed necessary, Equitable denies 

that it is acting in an unlawful manner. Equitable’s desire to charge producers a Rate

1 In the "Conclusion" section of its Amended Complaint IOGA argues that "unless cancelled, 
Equitable's Rale AGS will establish a dangerous precedent that will encourage other gas utilities to 
inflict similar harm on the local producers in their service territories by separately charging for the 
costs of service and facilities that benefit all customers and therefore should be recovered through 
base rates." The allocation of gathering and oilier costs to IOGA members and Pennsylvania 
producers is neither a "dangerous precedent" nor a "harm" to these producers.
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AGS of $0.50 per Dth is entirely reasonable, consistent with Commission Rules and 

Regulations and lawful.

89. Paragraph 89 of the Amended Complaint is a conclusion of law to which 

no response is required. If, however, answer is deemed necessary, Equitable denies 

that it is acting in an unlawful manner. Equitable’s suspension of new meter taps is 

entirely reasonable, consistent with Commission Rules and Regulations and lawful.

COUNT VIII

90. Equitable’s answers to paragraphs 1 through 89 are incorporated herein 

by reference.

91. Paragraph 91 of the Amended Complaint is a restatement of a statutory 

provision and a conclusion of law to which no response is required. If, however, answer 

is deemed necessary, Equitable submits that Section 1312(a) of the Public Utility Code 

speaks for itself.

92. Paragraph 92 of the Amended Complaint is a conclusion of law to which 

no response is required. If, however, answer is deemed necessary, Equitable denies 

the allegations presented in Paragraph 92. Equitable’s rates and charges, including 

rates and charges under Rate AGS, have at all times been just and reasonable and in 

compliance with the requirements of the Public Utility Code and applicable ratemaking 

and regulatory principles.

93. Paragraph 93 of the Amended Complaint is a conclusion of law to which 

no response is required. If, however, answer is deemed necessary, Equitable denies 

the allegations presented in Paragraph 93. Equitable's rates and charges to IOGA 

members, including rates and charges under Rate AGS, have at all times been just and 

reasonable and in compliance with the requirements of the Public Utility Code and 

applicable ratemaking and regulatory principles.
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94. Paragraph 94 of the Amended Complaint is a conclusion of law to which 

no response is required. If, however, answer is deemed necessary, Equitable denies 

the allegations presented in Paragraph 93. Equitable's rates and charges, including 

rates and charges under Rate AGS, have at all times been just and reasonable and in 

compliance with the requirements of the Public Utility Code and applicable ratemaking 

and regulatory principles. IOGA members are not entitled to refunds of any amount.

NEW MATTER

1. The charges challenged by IOGA are part of negotiated contracts 

between Equitable Gas Company and individual IOGA member producers.

2. Equitable invested and is continuing to invest significant sums in 

gathering related facilities in consideration of and reliance upon these negotiated 

contracts. These investments, which have totaled in excess of $18.3 million and are not 

part of Equitable’s rate base or utility cost of service, would not have been made to the 

extent they were without the contractual commitments of IOGA members.

3. IOGA members have benefitted from Equitable's investment in gathering 

facilities. Indeed as noted in the foregoing Answer, as a consequence of Equitable's 

investments, IOGA members have increased the value of the natural gas sold by them 

to Equitable from a modest $5.56 million in calendar year 2000 to $72.9 million in 

calendar year 2007 and on a volumetric basis from 2.16 Bcf purchased by Equitable in 

calendar year 2000 to 9.25 Bcf purchased by Equitable in 2007.

4. IOGA member producers will continue to be bound by the terms of their 

individual contracts with Equitable regardless of the outcome of this proceeding.

5. Having contractually agreed to pay such charges, IOGA should not be 

permitted to use this Commission’s good offices to launch a collaleral attack on existing 

non-public contracts entered into voluntarily and not involving a regulated utility service.
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6. IOGA should not be permitted to use this Commission to foist the 

contractual obligations of its members which have produced significant revenues for 

such members onto the backs of Equitable's residential ratepayers.

WHEREFORE, Equitable Gas Company, a division of Equitable Resources. Inc., 

prays that the Pennsylvania Public Utility Commission dismiss the Amended Complaint 

of the Independent Oil and Gas Association of Pennsylvania.

Respectfully/subrnitted,

By
Charles E. Thomaf, Jr., Esquire 
Thomas T. Niesen, Esquire 
THOMAS, THOMAS, ARMSTRONG & NIESEN
212 Locust Street, Suite 500 
P.O Box 9500 
Harrisburg, PA 17108-9500

Daniel L. Frutchey, Esquire 
Chief Regulatory Officer 
EQUITABLE UTILITIES 
225 North Shore Drive 
Pittsburgh, PA 15212

Attorneys for 
Equitable Gas Company

Date: March 10, 2008
Answer !o Aonjndtjil ConvJ i'^t (FuiJli *;M
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VERIFICATION

I. Stephen C. Rafferty, Senior Vice-President, hereby state that the facts 

set forth in the foregoing Amended Answer to Amended Complaint are true and 

correct to the best of my knowledge, information and belief and that I expect 

Applicant to be able to prove the same at a hearing held in this matter I 

understand that the statements herein are made subject to the penalties of 18 

Pa. C.S. § 4904 (relating to unsworn falsification to authorities).

/



Before The
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Independent Oil and Gas 
Association of Pennsylvania

v.

Equitable Gas Company

Docket No. C-20066800

CERTIFICATE OF SERVICE

I hereby certify that I have this KT1 day of March 2008, served a true and correct 

copy of Equitable Gas Company's Answer to the Amended Complaint with New Matter 

of the Independent Oil and Gas Association of Pennsylvania, upon the persons and in 

the manner set forth below:

BY FIRST CLASS MAIL

Kevin J. Moody, Esquire
Wolf, Block, Schorr and Solis-Cohen, LLP
213 Market Street, 9tn Floor
P.O. Box 8G5
Harrisburg, PA 17108-0805

Irwin Popowsky, Esquire 
Consumer Advocate 
Office of Consumer Advocate 
555 Walnut Street 
Forum Place, 5,h Floor 
Harrisburg, PA 17101-1923

Johnnie E. Simms, Director 
Office of Trial Staff
Pennsylvania Public Utility Commission 
Commonwealth Keystone Building 
400 North Street 
P. O. Box 3265 
Harrisburg, PA 17105-3265

William Lloyd, Esquire 
Small Business Advocate 
Office of Small Business Advocate 
Suite 1102, Commerce Building 
300 North Second Street 
Harrisburg, PA 17101

Thomas T. Niesen * 
PA Attorney ID No. 31379
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GAS
“Ddii^eiing Evir/dny Etcelloncc'

Date: xVlay l, 2007

Dear Producer,

As you may be aware, Equitable Gas Company (“Equitable”) has made numerous enhancements 
to the former Apollo District during the past several years in an effort to stimulate and increase 
local Appalachian production. During this time, Equitable has incurred significant costs in 
operating, maintaining and improving the distribution/gathering facilities in this area.

Equitable is willing to continue making improvements, change operating conditions where 
feasible and ultimately increase local Appalachian production if producers are willing to 
compensate Equitable for some of the costs incurred. Any producer that is not willing to 
compensate Equitable for these costs may be prohibited from flowing incremental volumes and 
may possibly be curtailed during low-demand periods. Equitable is seeking reimbursement from 
only those producers that will directly benefit from these on-going projects.

Specifically, Equitable has a project (hat will be undertaken in the next several months if demand 
warrants. This project is described in more detail below:

(1). Eshbaugh Interconnection with Dominion Transmission, Clarion County, PA
Install 10,000 feet of 8” steel mainline (1,000 psig MAOP). Install (2) 1,350 BHP units 
and a dehydration unit in an effort to facilitate the northwest movement of 10,000 - 
12,000 dth/day into Dominion Transmission.

Equitable is proposing an incramcnuil gathering charge equal to $0.25/dth. This incremental 
charge will be in addition to any other applicable charges currently being assessed. This 
incremental charge is specifically related to the project described above and will be assessed on 
only those meters that directly benefit from the completion of this project,

If the above terms and conditions are acceptable, please sign and date In the space provided 
below and return to me by fax at 412-395-3335.

Accepted and Aureed to „—Sincerely,

Stephen C. Rafferty, 
Vice-President, Utility 
Asset Management

A Division ol EqUITABLE RESOURCES



IOGA St. No. 1 -R

BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Pennsylvania Public Utility Commission 

v.

Equitable Gas Company

Independent Oil and Gas Association of 
Pennsylvania.

Complainant
v.

Equitable Gas Company,
Respondent

R-2008-2029325

) / j

C-20066800

REBUTTAL TESTIMONY 

OF

DIANE MEYER BURGRAFF

On BehnlfoC

I'he Independent Oil and Gas Association of Pennsylvania

Topics Addressed

Allocation ami Recoverv ol'Rate AGS Costs to and from End Use Customers

October 31.2008

NuV 2 5

,, . .n'LirycoMMiss'
kunerARrs bureau



Pl.FASi: STATE YOUR NAME ADDRESS, OCCUPATION AND CAPACITY IN 
WHICH YOU ARE PARTICIPATING IN THIS MATTER.

My iKime is Dijinu Mcvit Burgrafl. My adilicss is 19 Weslwiml Drive. Lcniovnc. PA.

17043. I am an imlepcmlent consultant retained by the Independent Oil and Gas

Association of Pennsylvania C'lOGA") to investigate issues concerning the existing and

proposed Kale AGS ol Equitable Gas Company ('‘Equitable" or “EGC” or “Company").

PLEASE STATE THE PURPOSE OE YOUR REBUTTAL TESTIMONY.

I be purpose of my rebuttal testimony is to respond to the Direct Testimony of Mr.

Gruber of the Office of 1 rial Staff (“OTS"). Mr. Kntcic on behalf of the Office of Small

Business Advocate. (“OSBA") and Mr. Watkins on behalf of the Office of Consumer

Advocate (“OCA").

PLEASE SUMMARIZE YOUR CONCLUSIONS.

OI S and OSBA have apparently accepted that the “customer class” Rale AGS should 

recover all of Equitable's investment in gathering facilities and costs assigned to Rate 

AGS from producers and marketers. OCA expressly states that Equitable's Rate AGS 

cost recovery proposal is reasonable because “Equitable's gathering service is a totally 

different line ol business" from its distribution operations. In my direct testimony, l 

noted that all three statutory advocates had. in the past, supported recovering gathering 

laeility costs from end use customers. I am hopeful that after careful reconsideration, the 

statutory parties will recognize that the cost of gathering facilities used by Equitable Gas 

to provide lower cost anil reliable Pennsylvania production to its end use customers 

should he reflected in the rates paid by those end use customers and included in base 

rates, and that the statutory parlies will support the assignment of Rale AGS costs to end

use customers.
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pu;ASK PKSCRIBK I UK O I S AND OSBA TESTIMONY IN THIS 
PROCEEDING CONCERNING RATE AGS.

It uppcars thal bolh 0TS ami OSBA have merely accepted the four (4) customer

elassineations in Equitable's cost ol'service studies and Equitable's position that 100% of

Equitable's investment in gatherini; facilities and other costs assigned to Rate AGS

should be recovered from producers and marketers under Rate AGS.

IN YOUR OPINION, DOES THE OTS AND OSBA TESTIMONY INDICATE 
SUPPORT FOR ASSIGNING EQUITABI.E'S GATHERING FACIUTY COSTS 
TO PRODUCERS AND MARKETERS BASED ON COST CAUSATION 
PRINCIPLES?

No. Neither witness appears to have made any specific analysis of the reasons that these 

costs are incurred by Equitable, Neither witness expressly claims that cost causation and 

allocation principles support Equitable's proposal to recover its gathering facility costs 

from producers and marketers, nor do they offer any explanation for their acceptance of 

the Company's proposal. As I explained in my direct testimony, both OTS and OSBA 

have in the past on many occasions supported inclusion of gathering system costs in base 

rates to be recovered from end use customers. Examples are the National Enel Gas 

("NEG") 2004 base rate case at Docket R-00049656 and Equitable’s 2004 EGG case at 

Docket R-00049154 involving the Northern Asset Optimisation Project ("NAOP”) 

related to Equitable's gathering facilities. In the latter case. Mr. Gruber testified that: 

“The Company's proposal to include NAOP costs in the PGC not only places the 

recov ery of these costs in the wrong proceeding but the shortened recovery period 

violates the fundamental principle of rate making that all customers should pay for the 

cost of supplying gas thev use ..." Gxh. DMB-7 (Docket R-00049154, Gruber 

Surrcbiiltal at 5. emphasis added). Although Mr. Gruber's testimony goes to die six year 

amortization period as not being consistent with cost causation principles in that it
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relieves future rutepavers for cost responsibility for assets that have a life of well over six 

years, his statement also confirms his view that the end use of customers of EGC. that is 

those who are usine the supply delivered through the gathering facilities, should pay for 

those facilities, and should pay for them in base rates not in gas costs. Neither Mr.

Gruber or Mr. Kaleic suggested at any time in that 2004 l-quilable PGC case that 

gathering facility costs should be borne by marketers or producers, nor did OTS or OSBA 

support such a position in the NFG case previously referenced.

Q. PLEASE DESCRIBE THE OCA TESTIMONY IN THIS PROCEEDING 
CONCERNING RATE AGS.

A. I lie OCA’s Mr. Watkins expressly supports as reasonable Equitable's proposal to recover 

100% of Equitable's investment in gathering facilities and most of the associated 

expenses from producers and marketers under Rate AGS. Mr. Watkins' rationale for his 

support of Equitable's proposal is that “Equitable's gathering service is a totally different 

line of business from its natural gas distribution operations."

Q. DO YOU AGREE WITH MR. \VATKIN'S RECOMMENDATION AND 
RATIONALE?

A. No. Mr. Watkins' testimony indicates that perhaps he does not fully appreciate the use of 

gathering assets by end use customers of Equitable and the integral role these assets plav 

in Equitable's meeting its least cost gas procurement obligation.

Although Mr. Watkins was not a witness for the OCA in EGC's 2004 gas cost 

proceeding concerning the NAOP investment. Mr. Mierxwa was. GCA's witness 

Mierzwa. just as Mr. Kaleic and Mr. Gruber, testified that both sales and transportation 

customers should bear responsibility for the costs of the NAOP gathering svstem 

investment. Mr. Micr/wa also slated OCA's legal position “that NAOP construction 

expenditures are not gas costs as defined by the Public Utility Code." Exhibit DMJ3-3.

I IAN X.5.M0
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Pcrhijps Mr. Watkins docs not understand that the Pennsylvania gas that Hows 

through IZGC's gathering facilities is not moving off system for producer prolit but is all 

being used for customers served off the gathering facilities directly and also moved into 

IZGC’s transmission and distribution system to serve HOC customers, thus benefiting all 

of PGC's end user customers. Perhaps he also does not understand that PGC actively 

acquired gathering assets since 1999 and in seeking approv al for such acquisitions has 

described the end use customer benefits that will result from such acquisitions. Perhaps 

Mr. Watkins does not understand that IIGC did not acquire and improve gathering assets 

for a separate line of business, but acquired and improved these assets because the 

delivery of least cost supplies to its jurisdictional customers j.s IZGCs line of business. In 

National fuel Gas' 2004 base rate case at Docket K-00049(>5(>. Mr. Watkins as a witness 

for the OCA supported National fuel Gas' position that its production and gathering 

assets should be recovered from end use customers in base rates. Mr. Watkins has not 

offered any explanation as to why gathering assets of IZquitable should he treated 

differently than National Fuel Gas' gathering assets for ratemaking purposes. I am 

hopeful that after he has an opportunity to review all of the facts in this proceeding, he 

will reconsider his position.

Returning to F.GC. contrary to Mr. Watkins v iew . 1:GC has never itself claimed 

that it w as acquiring gathering assets as a separate line of business. On the contrary,

IZGC has consistently acknowledged its obligation to its customers to acquire least cost 

gas supply and the role of its gathering facilities in meeting that obligation. IZquitable has 

described the benefits of its gathering system to its end use customers to establish 

compliance with its least cost gas procurement obligation. For example, in F'quilable's

UAU-K.:?4«i 1 . 4 -
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2004 Section 1307(0 case concerning NAOP project improvements to its gathering assets

acquired from Carnegie and Apollo Gas Companies. Equitable's Mr. Quinn in his

Rebuttal Testimony testified that:

The NAOP. estimated to cost $6.0 million, is for the sole purpose 
of increasing Pennsylvania-produced natural gas volumes into 
Equitable's distribution system. Benefits associated with the 
increased Pennsylvania production will accrue primarily to 
Purchased Gas Cost (“PGC ") rate customers, the state of 
Pennsylvania, and the various companies winch purchase the 
Pennsylvania-produced gas in lieu of natural gas produced 
elsewhere and transported into Equitable’s sendee territory. Exh.
OMli-3 (emphasis added).

More recently, in its March 2007 response to the PUC's 2005 Management 

Efficiency Investigation (“MEl") recommendation that Equitable investigate its high 

levels of unaccounted for gas fTJEG") and initiate cosl-cffeclivc efforts to reduce DEG 

levels. Equitable described to the PUC the benefits to its end use customers of its 

gathering facilities:

As you may well know. Equitable operates both distribution and 
gathering facilities. The gathering facilities lend to be older and to 
have higher DI G than distribution facilities. However, these 
gathering facilities are important to our customers as they allow 
Equitable direct access to lower cost gas supplies produced locally 
and reduce Equitable's need to maintain expensive interstate 
pipeline capacity.

Exhibit DMB-7 (Docket No. D-U5ME102U. Comments. Responses 
and Implementation Plan of Equitable Gas Companv. 3/29/07. p.
5) (emphasis added).

And. as recently as June 12. 2008. a mere 18 davs before Equitable filed this base rate 

ease, in response to the question “Does the Company's ownership of gathering systems 

benefit PGC customers?" Equitable’s Mr. Wiggers in his Rebuttal testimony in 

Equitable's 2O0S 1307(f) proceeding testified that:

MAR S.V-J'. I INI - .S -
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A. Yes. la addition to serving approximately 3.500 customers 
from these gathering facililies for whom service from distribution 
lines is not an option, as Equitable increases the level of 
Appalachian production that flows onto its gathering facilities, it 
becomes less reliant on interstate pipeline supplies. This reduces 
the variable costs associated with transporting gas from the Texas 
and Louisiana production areas to Western Pennsylvania. It also 
protects Pennsylvania customers from the supply risks associated 
with relying on a gas supply located primarily in hurricane-prone 
regions. In the future, the Company will look to further reduce its 
contractual capacity on upstream pipelines, as it did in 2006. when 
the Company was able to reduce its contractual capacity on 
Uquitrans by 55,528 dth per day. which equates to approximately 
S3.3 million of annual savings. Lxh. DMB-7 (Docket No. R-2008- 
2021160. Wiggers Rebuttal at 7-8).

Again and again Equitable has consistently argued that its gathering facilities benefit its 

end use customers.

Q. WHAT IS THE EFFECT OE HAVING GATHERING EACH.ITY COSTS PAID 
FOR ONLY BY PRODUCERS AND MARKETERS. AS EGC PROPOSES?

A. If TGC prevails in this proceeding, its gathering facility investments will become exactly 

that gas costs. The costs of the gathering facilities will not disappear from customers' 

bills bul instead will jusl become pari of gas costs lo the extent producers are able to 

include these costs in the cost of Pennsylvania supplies sold to iiquitable for svstem 

supply or sold lo Equitable's transportation customers. To the extent producers' 

Pennsylvania production becomes unprofitable to deliver to EGC as a result of Rale AGS 

charges. Equitable and its customers will be deprived of this lower cost supply w hich 

would need to be replaced by costlier supplies delivered through the interstate pipelines. 

The costs of EGC's gathering facililies ultimately will be borne by consumers of EGC’s 

natural gas service.

Q. IN YOUR MEW. DOES IT ACTUALLY MAKE A DIFFERENCE TO THE END 
USE CUSTOMER AS TO WHETHER THESE GATHERING SYSTEM COSTS 
ARE IN BASE RATES OR IN GAS COSTS?

MAR X.v l'U INI jn.l'i. - 6 -
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Yes. it does. As liGC has proposed Rate AGS. there is no ceiling rate. It' Rate AGS is 

approved as filed, EGC will he able to charge as much as it can extract from producers 

and marketers for moving Pennsylvania supplies through the gathering system. Rate 

AGS will continue to be profitable for i£GC as it has since its inception in 2003 between 

rale cases and EGC will have no maximum as to the rate it charges through Rate AGS. If 

EGC is permitted to recover all of its gathering system investment from producers and 

marketers with no ceiling rate in place, the cost of Pennsylvania production will increase 

because producers will be forced to include the costs charged by HGC in the prices they 

charge for Pennsylvania supplies to the extent that they arc contractually able to do so.

If. instead, the cost recovery for gathering facility investment remains as a component of 

sales and delivery rales, then there is Commission oversight of the gathering related rates 

charged to the end use customer. In both cases, the costs of the gathering facilities will 

he paid for by those who use and benefit from the gathering facilities, which are the end 

use customers of EGC. hut keeping the costs in base rates provides more protection for 

the ratepayer in terms of Commission oversight.

16 Q.
17

18 A.

19

20 

21 

22 

23

)

IN SUMMARY. WHAT DO YOU CONCLUDE EROM THE REVIEW OF 
WITNESSES GRUBER. KALCIC, AND WATKINS?

It is understandable that the statutory parties wan! to keep any Equitable rate increase 

imposed on their particular constituencies as low as possible. Mow ever, gathering facility 

costs on EGC are not going to disappear if they arc removed from end user base rates. 

Ultimately end use customers w ill need to pay for the pipeline facilities that bring 

Pennsylvania supplies to their homes and businesses. Or. if these costs cannot he passed 

on in the contracts that producers have with gas suppliers, including Equitable. Equitable 

customers mav lose access to Pennsylvania produced gas. as producers either find other

11A K S.vJ'i 1 1KI .n - 7 -
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menus of moving their gas to market that does not require them to pay these Rate AGS 

charges or they shut in their production.

The question that is before this Commission is will the gathering facility 

investment costs continue to be part of base rates for end use customers, as they have 

been for move than thirty years, or will these costs be shifted to gas costs which will not 

only impact the price of Pennsylvania supply but also the availability (if Pennsylvania 

supply?

It is my opinion that the existing procedure of recovering gathering facility costs 

in base rates has worked well and served consumers well over the years in making 

Pennsylvania supply available for its citizens. There is no need to change the approach 

lor recovery ol these costs and risk the adverse consequences to customers not onlv on 

P.GC's system but throughout the Commonwealth. Rale AGS was authorized as an 

interim solution between rate cases as an outcome of hquitablc's 2003 Application filing 

to acquire assets of the former Apollo Gas utility, which used those assets to serve its end 

use customers. Rate AGS has served its purpose and enriched i:GC by over live million 

dollars in additional revenue per year between rate cases to help to pay for investments 

and operation and maintenance expenses related to its 2003 acquisition. Rate AGS 

should not now be expanded but instead should be eliminated from l:GC's tariff. I:GC 

should recover the costs of its gathering investments in the same manner as has been 

authorized for other natural gas distribution utilities in the Commonwealth for well over 

thirty years.

Q. DOE S THAT CONCLUDE YOUR REBUTTAL TESTIMONY?

A. Yes. thank vou verv mueh.

11A l< S.'.'.l't I INO'OO-rs;-S' - 8 -
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Docket No. R-00049154
(Relevant Page(s) Only)

O'l'S Witness Michael Gruber (Sunebuttal Testimony)
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(Relevant Page(s) Only)

Comments. Responses & Implementation Plan of 
Tquitable Gas Company. March 29, 2007

Docket No. IC2008-2021 160
(Relevant Pagc(s) Only)

HOC Witness Thomas P. Wiggers (Rebuttal Testimony)



OTS Statement No. 1-SR 
Witness: Michael J. Gruber 
Date: June 11, 2004

PENNSYLVANIA PUBLIC UTILITY COMMISSION

v.

EQUITABLE GAS COMPANY 

Docket No. R-00049154

Surrebuttal Testimony
jg@eM!1fS|| of

JUN L 1 2004 Michael J. Gruber

Office of Trial Staff

Cl

jj *
cr

t.o

Concerning:

Cash-in/Casb-out Pricing 
Balancing Tolerances

Northern Assets Optimization Program amortization 
Performance Based Rates: PBR 1 - Off-system Sales and Capacity Release

PBR 2 - No Notice Service 
Natural Gas Heating Value 

Flexing of Tariff Charges for Competition
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If cither of the situations indicated by these statements exists, there is a 

fundamental difference of opinion between Company management and OTS in the 

nature of what PBRs are intended to produce, and it is time for the Commission to 

review the Company’s management practices.

ARE YOU IN AGREEMENT WITH MR. RAFFERTY’S REPRESENTATION 

FOR INCLUDING THE NAOP COSTS IN THE PGC?

No. At Pages 21 and 22 of Statement No. 2-1, Company witness Rafferty testified as 

follows:

“Two of the projects involve upgrading and automating compressor stations. 
The cost for these two projects is estimated to be approximately $2.5 MM. 
Another project involves the renewal of approximately 19,000 feet of 12“ steel 
at a projected cost of approximately $3.1 MM. This project is located between 
the two compressor stations and is necessary because the existing infrastructure 
would not facilitate the movement of additional high-pressure gas. The last two 
projects involve interconnects between various distribution and transmission 
systems. These projects are downstream of the compressor stations and arc 
required to facilitate the movement of the additional gas after it has been 
compressed. The cost for these two interconnects is estimated to be 
approximately $1.0 MM.“

These five projects associated with the NAOP are capital improvements to the 

Company’s gathering, distribution and transmission systems. They are not gas costs 

recoverable in a PGC proceeding but capital investment costs recoverable in a 

1308(d) proceeding.

The example cited by the Company has no bearing on this proposal. The 

Settlement was negotiated bused upon the evidence and situation as it existed at that

4
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time. The little bit of information the Company has presented shows that there was 

more to the approval of the treatment of the plant in question than just an approval for 

it to be put in gas cost rates. The plant, at that time, was not a capital investment in 

plant owned by the Company, but a contribution in aid of construction to a third party 

to improve the Company’s ability to acquire less expensive gas (Page 23, Lines 21-23 

of Company witness Rafferty’s Statement No. 2-1). Further, the recovery was not 

through the 1307(f) rate, but through a pre-existing surcharge established to recover 

non-gas costs.

The Company’s proposal to include the NAOP costs in the PGC not only 

places the recovery of these costs in the wrong proceeding but the shortened recovery 

period violates the fundamental principle of rate making that all customers should pay 

the cost of supplying gas they use. The recovery of these costs over six years charges 

present customers for costs which should be home by future customers.

DOES THE COMPANY’S REBUTTAL TESTIMONY PROVIDE ANY 

JUSTIFICATION FOR ITS BTU PROPOSAL?

No. At Page 27, Lines 21 and 22 of Statement No. 2-1, Company witness Rafferty 

testified as follows:

“The Company’s Btu proposal is simply to be “kept whole” on these reduced
delivery margins.”

5



2?.'< North Shore Drive 
Pittsburgh. PA 15212-58G1 
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QUITABLE
^-GAS

Delivering Everyday Exeellenee

TEL 412 395.3202
PAX 4123053105

March 28. 2007

Mr. Dennis P. Hosier, Audit Manager 
Bureau of Audits
Pennsylvania Public Utility Commission
P. O. Box 7265
Harrisburg PA 17105-7265

RI:: Management l-lTiciency Investigation:

Dear Mr. Hosier:

Imelosed \ou will hnd a ec>py ot the Comments. Responses and Implementation Plan of 
hquitahlc Gas Company, a tlivision ol hquitable Resources. Inc. (the "Companv"). with respect to the 
above-referenced Management P.ITteienev Investigation.

As you will see the Company has accepted in full all of the follow-up recommendations, 
except in those instances where we believe compliance has already been achieved, that were made by 
the Bureau ol Audits as a result of its review of the Company's implementation of the 2007 Focused 
Audit.

If vou have any questions regarding the Companv's filing, please contact Bob Narkevie at

Ycrv trulv vows.

Daniel L. Frutehey
Senior Vice President and General Counsel

Dl.f :lmd

hnclosure



The Ml’I recoiinizes \h\\\ rA)vnUihle was able to reduce its capital project backlog from 

4?l projects in 2WM to 37? projects in 2004. Aeconlingly the Ml7.! recommends a continuation 

of efforts to reduce the project backlog. I-Ajuitable believes it has substantially complied with the 

recommendation, as the backlog in projects as of year end 2005 stood at 47. Further 

improvement in 2006 will he reported shortly.

The Ml7.! also noted substantial improvement in reducing the backlog of Class 2 leaks, 

but recommends that repairs he completed in all outstanding Class 2 leaks over one-year old and 

to keep current on future Class 2 leaks. Fquitablc is proud to report that u eliminated the backlog 

olClass 2 leaks in the fust quarter of 2006 and is now current on all new Class 2 leaks.

Therefore, the follow-up rceornmendalion has been aeeepled and I he task is completed.

The Mlil further recommends that I-quilablc investigate the causes of high levels of 

unaccounted for gas (UFO) and initiate cost-effective efforts lo reduce UF(i levels. As is noted 

in our response. Fquitable lakes the issue of UF(.r very seriously, especially in this era oi high gas 

prices. Accordingly, this issue will be addressed in Fqmtablc’s 2007 1307(0 filing, as it has been 

in every annual gas cost recovery filing. As you may well know . Fquitable operates both 

distribution and gathering facilities. The gathering facilities lend to be older and to have higher 

UFG than distribution facilities. However, these gathering facilities are important to our 

customers as thev allow Fquitable direct access lo lower cost gas supplies produced locallv and 

reduce Fqinlable's need lo maintain expensive interstate pipeline capacity. Very lew 

Pennsylvania NGDCs have gathering facilities, including many of the companies lo which 

Fquhablc’s UFCi is compared. Nevertheless. Fquitable will accept the follow-up 

recommendation and further investigate the sources olTJffi. In that regard, third-party line hits 

are part of the UFG problem. The MFI recommends greater scrutiny of such hits, as well as 

recovery of damages from parties hitting our lines. l;A|iinahle’s response sets forth our procedure 

for dealing with line hits, including our procedure for the recovery of damages. Fquitable has 

three employees dedicated to investigating third-party damage to pipelines, and our claims 

department in 2005 recovered 71% oflhe estimated damages in which the excavator was at fault. 

These recovery numbers have improved in 2006. as contractors have begun to recognize that 

Fquilable will hold them accountable for pipeline damage. It should he noted that Hquitable's 

efforts to prevent damage to its pipelines have allowed it to exceed the AG.-Vs Best Practices 

Benchmark in this category. As noted previously. Fqiuiable aggiessiveiy pursues contractors that 

damage otn lines and icports line hits to the Department ot Labor and Industry for regulatory
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Thomas P. Wiggers 

(Prepared June 2008)



I

9

3

4

5

0

7

$

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

PREPARED REBUTTAL TESTIMONY OF THOMAS P. WIGGERS

WITNESS BACKGROUND

Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

A. My name is Thomas P. Wiggers. My business address is 225

North Shore Drive, Pittsburgh, Pennsylvania 15212.

O. BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY?

A. i am employed by Equitable Gas Company ("Equitable” or the

"Company”), a division of Equitable Resources, Inc., as Director, Gas 

Supply.

Q. HAVE YOU PREVIOUSLY SUBMITTED TESTIMONY IN THIS 

PROCEEDING?

A. Yes. I submitted direct testimony that has been marked as

Equitable Statement No. 3.

PURPOSE OF TESTIMONY

Q. WHAT IS THE PURPOSE OF YOUR REBUTTAL TESTIMONY IN THIS 

PROCEEDING?

A. In my rebuttal testimony, 1 will respond to various contentions in the

direct testimony of Office of Trial Staff ("OTS”) witness Michael Gruber. 

Office of Consumer Advocate ("OCA") witness Jerome D. Mierzwa and 

Pennsylvania Office of Small Business Advocate ("OSSA”) witness Brian 

Kalcic. Specifically, I will respond to Mr. Grubers recommendation that 

the Company's retention allowance should be the same as the delivery

1
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is comparing Equitable to companies that do not have similar asset 

portfolios. One of the NGDC’s in the comparison has on-system storage 

which can significantly skew the UFG results. Additionally, several of the 

NGDC’s listed own primarily distribution facilities and have minimal, if any, 

gathering facilities. In general, gathering facilities experience a higher 

level of UFG and Company use gas than distribution systems. Therefore, 

you would expect a company like Equitable that owns a significant amount 

of gathering facilities to have higher UFG and Company use gas 

experience than other Pennsylvania jurisdictional NGDC’s that do not own 

gathering facilities.

0 DOES THE COMPANY’S OWNERSHIP OF GATHERING SYSTEMS 

BENEFIT PGC CUSTOMERS?

A. Yes. In addition to serving approximately 3,500 customers from

these gathering facilities for whom service from distribution lines is not an 

option, as Equitable increases the level of Appalachian production that 

flows onto its gathering facilities, it becomes less reliant on interstate 

pipeline supplies. This reduces the variable costs associated with 

transporting gas from the Texas and Louisiana production areas to 

Western Pennsylvania. It also protects Pennsylvania customers from the 

supply risks associated with retying on a gas supply located primarily in 

hurricane-prone regions. In the future, the Company will look to further 

reduce its contractual capacity on upstream pipelines, as it did in 2006, 

when the Company was able to reduce its contractual capacity on

7
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Equitrans by 55,528 dth per day, which equates to approximately $3.3 

million of annual savings.

Q. PLEASE SUMMARIZE MR. GRUBER'S RECOMMENDATION

REGARDING THE COMPANY’S TRACKING AND REPORTING OF UFG 

AS WELL AS EFFORTS TO REDUCE UFG ON ITS SYSTEM.

A. Mr. Gruber recommends that the Commission order the Company

to track and report its efforts to reduce its UFG annually in its 1307(f) 

filings, and if the Company can not further reduce its UFG in future filings 

he opines that the Commission should take whatever action it deems 

necessary to encourage the Company to reduce its UFG.

0. WHAT STEPS CAN THE COMPANY TAKE TO FURTHER REDUCE 

UFG ON ITS SYSTEM?

A. As stated previously in my rebuttal testimony, the primary

contributor to Equitable's UFG is the level of UFG experienced on its 

gathering facilities. In order to reduce total system UFG, the Company 

must focus on lowering the UFG on its gathering facilities while at the 

same time continue to take steps to reduce UFG on the distribution 

system. However, at some point, the cost of repairing and replacing a 

gathering system with a customer density such as in Apollo outweighs the 

potential savings from UFG reductions.

Q. WHAT ACTIONS CAN THE COMPANY TAKE TO REDUCE THE LEVEL 

OF UFG ON ITS GATHERING FACILITIES?

8
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Q. PLEASE STATE YOUR NAME. ADDRESS. AND TITLE .

A. My name is Diane Meyer BururalT. My address is 19 Westwind Drive. Lcmoyne.

PA 17043. 1 am an independent consultant representing the Independent Oil and 

Gas Association of Pennsylvania (“lOGA") in this proceeding.

Q. PLEASE STATE THE PURPOSE OF YOUR SURREBU I TAL 
TESTIMONY.

A. The purpose of my surrebutlal testimony is to respond to the rebuttal testimony of 

Messrs. Rafferty. Dalena. Quinn and Feingold representing of the Equitable Gas 

Company ( ’’the Company." “Equitable." or “EGC"E and Mr. Kalcic of the Office 

of Small Business Advocate ( “OSBA").

Q. PLEASE SUMMARIZE YOUR SURREBU ITAL TESTIMONY.

A. Each of the Company witnesses and the OSBA witness have failed to support the 

Company's position that this Commission should depart from its long held view 

that Pennsylvania natural gas production is a low cost source of supply that is 

beneficial to ratepayers in this Commonwealth. These witnesses have also failed 

to provide reasons why this Commission should depart from its long held position 

that a utility's costs of owning and operating gathering facilities that bring 

Pennsylvania production to utility ratepayers should be recovered in the rates 

charged to residential, commercial and industrial ratepayers in the same manner 

that this Commission has approved in numerous base rate cases dating back at 

least thirty years.

Witness Rafferty

Q. WHAT ISSUES THAT YOU HAVE ADDRESSED DOES MR. RAFFERTY, 
ADDRESS IN IDS REBUTTAL TESTIMONY?

1
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A. Mr. Rafferty describes Equitable's gathering facilities, provides a history and 

evolution of Rate AGS, discusses the Northern Asset Optimization Project 

(“NAOP") and the Limestone project, and offers his reasons why Equitable's Rale 

AGS cost recovery proposal should be approved.

Q. WHAT IS YOUR RESPONSE TO HIS REBUTTAL TESTIMONY
CONCERNING THE HISTORY AND EVOLUTION OF RATE AGS?

A. Mr. Rafferty begins his section on Rate AGS stating that he doesn't agree with 

my presentation of the history, but then he proceeds to describe an embellished 

version of same history of Rate AGS that 1 presented. As I first explained in my 

Direct Testimony. Rate AGS came into existence as a result of a 2003 Application 

filing by Equitable to acquire the PA-North Gathering Svstem from its affiliate. 

Equitable field Services. As Mr. Rafferty describes it: “Since Equitable was not 

proposing any increase in rates by virtue of the proposed acquisition, it needed a 

mechanism to fund the acquisition and the improvements that would occur in the 

future. Absent this mechanism. Rate Schedule AGS [Apollo Gathering Service]. 

Equitable would not have acquired those facilities and made those 

improvements." Rafferty Rebuttal at 9.

This is completely consistent with my Direct Testimony, in which I 

explained that EGC filed an application to acquire the PA-North Gathering 

System and sought approval of Rate AGS to fund the investment and ongoing 

operation and maintenance expense related to the acquisition. Equitable did not 

seek general rate relief at the time to pav for this acquisition - it could not because 

Equitable was in a base rate moratorium until January 2006. However, I also note 

that the 2003 Application filing did mM stale Mr. Raffcrlv's qualification

l!.\K I INI)tM'»-
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described above - that the 2003 acquisition was contingent upon approval of Rate 

AGS as proposed and would not be made unless proposed Rate AGS was 

approved.

Mr. Rafferty goes on to explain how the Apollo District facilities acquired 

in 1999 were contiguous and overlapped the PA-North Gathering System, which 

required that the “Applicability” section of the initial Rate AGS-Apollo Gathering 

Service tariff state that it applied to the entire Apollo District. As I stated in my 

Direct Testimony in this proceeding. HGC stated in its 2003 Application that the 

“although acquisition of the PA-North Gathering System would increase rate base 

and operating and depreciation expense. PGC is not proposing anv increase in 

rales by virtue of the proposed acquisition.” I.ixhibil DMB-I (Application at 4). 

Thus Rate AGS came to be because of a particular acquisition and Rale AGS was 

approved specifically to fund that particular acquisition. Rate AGS as approved 

was never intended by the Commission to be a blank check to permit Pquitable to 

start charging every producer on its system for the privilege of delivering gas to 

HGC.

Mr. Rafferty's explanation of how the rale evolved from "Apollo 

Gathering Sen ice" into “Appalachian Gathering Service” is a basic admission 

that l:GC implemented the 2004 changes to Rale AGS in a manner not consistent 

with Hquitable's testimony in its 2004 Section 1307(f) proceeding or the terms of 

Rale AGS. P.GCs 2004 PGC testimony did not address a significant expansion 

of the applicability of Rate AGS beyond the PA-North Gathering System to 

encompass l-qiiitablc's distribution facilities. In its 2004 Section 1307(0 tiling

DAK JOfA'i I INI K'-ai-.'.VVv:
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with the Commission. Mr. Narkevic slated that the changes to Rate AGS were 

“minor changes to the availability and applicability sections." Specifically, his 

entire testimony iustilVim* the change of Rate AGS from Apollo Gathering 

service to Appalachian Gathering Service consisted of the following two 

questions and answers:

0- WHAT IS RATE ACS-APOLLO GATHERING 
SERVICE?

A. Rate Schedule AGS - Apollo Gathering Service - is 
a negotiated rate for gathering natural gas in the 
Company’s PA-Norlh Crooked Creek gathering system 
primarily in Armstrong and Indiana Counties and in the 
Company’s Apollo District.

Q. WHAT CHANGES IS THE COMPANY 
PROPOSING TO RA TE SCHEDULE AGS-APOLLO 
GATHERING SERVICE'/

A. The Company is proposing to rename Rate 
Schedule AGS-Apollo Gathering service as Rate AGS- 
Appalaehian Gathering Service. The Company is also 
proposing minor charmcs to the applicability and 
availability sections of this Rale Schedule. The changes can 
be found in the Proposed Tariff page included in the 
definitive filing. (Emphasis added).

I note that the “Applicability” section of the 2004 tariff filing staled that 

“(sjervice under this rate schedule is available to any party desiring to transport 

uas throimh the ualherinu system for redclivery into the Company's service

territory i.e.. Equitable and Apollo Districts........." The only change to this

sentence in 2004 from the original Rale AGS was that “service territory i.e.. 

Apollo and Equitable Districts" replaced “Apollo District." The limitation of the 

original rate schedule to gas transported “through the gathering system" was 

retained in the 2004 version.

iiAk s.5".'1' i
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There was no reason for the other parties to the 2004 proceeding, namely 

the statutory advocates, to believe that the changes to Rate AGS proposed by 

l:GC were substantive because of Mr. Narkcvic's representation that the changes 

were “minor.” Also, since Rate AGS initially had come into effect through an 

acquisition filing the prior year, these parties, the AL.I and the Commission would 

have rightfully thought that EGC proposed changes related only to the acquired 

property. Now - four years later - Equitable confirms that after the 2004 gas cost 

case it implemented Rate AGS contrary to its terms by applying it to 

Pennsylvania production (lowing through meters directly on Equitable's 

distribution and low-pressure transmission system. (Rafferty Rebuttal at 13) Rate 

AGS is limited by its terms to transportation “through the gathering system" In 

addition, by changing the applicability to include the Equitable District. EGC now 

claims that it expanded the applicability of Rate AGS to include gas (lowing into 

facilities that had no relationship to its 2003 acquisition. But. the parties who 

w ould have been affected by Equitable's significant expansion of Rale AGS in 

2004 - producers - were given no notice of such a change when the filing was 

made. Specifically regarding the applicability of Rate AGS to distribution and 

low-pressure transmission lines, this is not mentioned at all in the Company's 

2004 filing and testimony or in the proposed Rate AGS tariff. Indeed, it is 

apparent now w ith the benefit of Mr. Rafferty's admission - that Equitable 

intended to expand Rate AGS to deliveries of Pennsylvania production into the 

distribution and low-pressure transmission systems.

s
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Apparently, [iquitubles' representation that it needed Rato AGS “to fund 

the acquisition and the improvements that would occur" (Rafferty Rebuttal at 9) 

related to the 2003 acquisition was long forgotten by EGC just a year later when 

Equitable saw an opportunity in 2004 to implement Rate AGS in a manner that 

would increase its revenue during its rate moratorium by expanding Rate AGS to 

gas delivered into the distribution and transmission systems and to gas delivered 

into facilities that were not part of its 2003 acquisition - contrary to Mr. 

Narkevic’s seemingly innocuous testimony.

Equitable's after-the-fact revisionist history continues with Mr. Rafferty's 

current assertion that the NAOP improvements primarily benefited producers with 

Pennsylvania production, so producers should pay for them - and thus the NAOP 

investment was the reason EGCs proposed and implemented the 2004 expansion 

of Rate AGS. However, in that same 2004 Section 1307(1) case, Equitable 

proposed that the same NAOP investment be recovered in its entirety from 

residential, commercial ami industrial customers through a six-year amortization 

to be included as a component of PGC demand charges. The reason given was 

that end use customers primarily benefited from these investments Thus. Mr 

Rafferty's claims in his Rebuttal Testimony in this proceeding as to why Rate 

AGS expansion was justified in 2004 makes no sense at all. and is clearly an 

after-ihe-facl rationale created to justify Equitable's Rate AGS cost recovery 

proposal in this proceeding and should not be given any weight.

As I stated. EGC has applied its Rate AGS in a manner inconsistent with 

the plain language of the tariffand its own sworn representations to the

•\R x.'(O') |
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Commission. Producers who have mclers attached to distribution or low-pressure 

transmission lines (meters not on gathering lines) and producers who have meters 

lines not on the PA-North Gathering System or outside of the sendee area 

acquired in the 2003 acquisition should have their Rate AGS payments refunded 

(with interest). Putting aside the specific limiting language in Rate AGS. if the 

purpose of Rate AGS was to recover costs associated with new NAOP gathering 

system investments, as Mr. Rafferty now claims in his Rebuttal Testimony, then it 

makes no sense at all to charge Rate AGS to producers who inject gas directly 

into a distribution or transmission line. The costs of EGC’s distribution and 

transmission facilities were already in base rates in 2004. There is no justification 

to charge producers an additional fee to inject their gas into an existing pipeline 

system when the costs of the system w ere already in base rates.

Equitable should not be permitted to implement Rate AGS in a manner 

contrary to its original, slated and limited purpose and contrary to Equitable's 

clear representations in 2004 by being able to keep Rale AGS revenues charged 

on mclers that w ere (a) not part of the 2003 acquisition or (b) on distribution or 

transmission lines. EGG argues that the expansion of Rate AGS in 2004 to 

include the “Equitable District" gives them the authority to charge Rate AGS on 

all gathering facilities regardless of whether the facilities hat! any relationship to 

the 2003 acquisition (an argument that in my view must be rejected since EGC 

was in a rale moratorium and this argument is inconsistent with the sworn 

testimony of its w itness that the change to “Equitable District" only made a 

“minor" change). EGG has no defense whatsoever for charging Rate AGS to

7
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locally produced gas that is injected directly into distribution or transmission 

pipelines since by doing so liquitablc is in clear violation of its tariff. Gas 

delivered directly into the distribution or transmission system is not gas 

transported “through the gathering system for rcdclivery'4 into EGC’s distribution 

system, as required by the tarilTlanguage contained in Rate AGS.

Later in my testimony. I will address Mr. Quinn's comments about the rate 

moratorium.

Q. PLEASE COMMENT ON MR. RAFFERTY’S DISCUSSION OF THE 
NAOP IN HIS REBUTTAL TESTIMONY.

A In his Rebuttal Testimony on page 14, Mr. Rafferty asserts that additional local 

production has occurred because of the NAOP investments. His testimony leaves 

the impression that Rate AGS charges have helped to pay for that investment. (In 

fact, the title of the section on page 13 of Mr. Rafferty's rebuttal about increased 

production is “Rate AGS Bcnefits/NAOP Prqjcet/Limcstone Compressor 

Project.") If that is in fact the case, and the Commission finds that I:GC legally 

applied Rate AGS to fund LGC's capital investments in gathering facilities, then 

the producers' payments arc contributions in aid of construction (“Cl AC"), so that 

the entire depreciated original cost of the investments w ould not now be claimed 

in rate base. 'That is not the case, however, and Li|uilable has not treated the 

producer pavnienls as CIAC. The result is that producers arc being asked to pay 

again for investment that they have already paid for - according to Equitable's 

own testimony.

It is more than ironic that just four years ago. in its 2004 PGC case. EGG 

argued that residential customers should pay for the NAOP projects as CIAC

8
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(Kxhibil DMB-3 (Docket R-00049] 54. Quinn Rebuttal at 3) through a proposed 

six-vear aniorli/.alion ot'NAOP costs as an add-on to PGC demand costs, hut now 

is arguing that Rate AGS was meant to pay for these same NAOP investments 

since the rate was first introduced but that producers should not have these 

payments treated as C1AC. The problem with Mr. Rafferty’s current testimony is 

that in the same 2004 gas cost case EGC thus made both proposals - recovery of 

the NAOP costs from customers through the PGC through a six-year amortization 

and recovery from producers through Rate AGS. Therefore, it is clear that Rate 

AGS as originally proposed and as changed in 2004 was not intended to cover the 

NAOP investments at all. contrary to Mr. Rafferty's testimony in this proceeding, 

but was instead intended to enrich EGC.

Q. IM F.ASK COMMENT ON MR. RAFFERTY'S TESTIMONY ON THE 
LIMESTONE PROJECT.

A. This project appears to be one that may provide benefits to producers in addition 

to end use customers and. if that is the case, some producer contributions may 

ultimalclv be appropriate. Mv proposal regarding this project is described in my 

Direct Testimony. 1 will defer to the producer members of IOGA to discuss 

exactly what was communicated to them with respect to the Limestone Project 

and w ith respect to the impact on EGC's interstate pipeline contracts.

Q. PLEASE COMMENT ON DOMINION PEOPLES PRODUCTION 
ENHANCEMENT SERVICE <UPES") PROGRAM AND ITS 
RELATIONSHIP TO RATE AGS.

A. Mr. Raffertv points to the Dominion Peoples PES program as a justification for 

Rate AGS on the basis that if other NGDCs can have separate rates to charge 

producers to deliver gas to their systems, then so should EGC. Although I am not

9
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fiimilinr with ;ill the iletihls of the PhS program. I do know that it is not at all like 

l:(.iC\s Rale AGS proposal. First of all. the Dominion Peoples PES is a non- 

lari Hal program and service, and Peoples has not asked for Commission authority 

lo charge producers under the PES. The program was developed bv mutual 

agreement between Dominion Peoples and producers. The Dominion Peoples PES 

charges for specific capital investments and does not attempt lo collect from 

producers ajj of Dominion Peoples' costs of owning and operating existing 

gathering facilities. Consistent with cost causation principles and the 

Commission's long held position, the costs of Peoples' gathering facilities are 

included in base rates charged to residential, commercial and industrial 

ratepayers. Peoples program is related to specific new capital investments where 

Peoples and the producers collaborate through the Project Review Committee lo 

agree on projects which provide clear benefits to Peoples. Peoples' customers and 

the producers.

Q. 1)0 YOU AORKi: WITH MR. RAFFKRTY THAT RATE AGS FEES WIFE 
HAVE NO BEARING ON THE AVAILABILITY OF LOCALLY 
PRODUCED GAS. AND THA I HISTORY SHOWS HIM TO BE 
CORRECT?

A. No. The NAOP projects were specifically designed to increase local gas for the 

benclil of residential, commercial and industrial customers, according to 

Equitable's testimony in its 2004 Section 1307( f) case. As gas contracts expire 

and as producers look lo the future, they will take actions that benefit them 

eeonomieallv and if they are not able to recover their costs for particular wells 

through the prices they receive for their gas on EGC's system, it is onlv logical 

that thev will look for more profitable opportunities to market their gas. It

10
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appears from Mr. Dalena's testimony that now EGC would w elcome that outcome

even though that would be completely inconsistent with Equitable's 

representation to the PUC in its Section 1307{ I) cases after it acquired gathering 

assets.

Q. PLRASK COMMENT ON THE FORMULA YOU RECOMMENDED IN 
YOUR DIRECT TESTIMONY REGARDING YOUR ALTERNATIVE 
POSITION AND WHY MR. RAFFERTY'S REBUTTAL TESTIMONY 
NOW REQUIRES A CHANGE IN THE FORMULA.

A. In my Direct Testimony in this proceeding. I recommended that if this

Commission determines that as a matter of policy, that producers and marketers 

should now bear a portion of the costs of gathering facilities owned an operated 

by a natural gas utility in this Commonwealth, that the relationship of gathering 

deliveries to total system deliveries could be a wav to assign a portion of costs to 

producers and marketers. In my formula. I used Rate AGS billing determinants 

divided by total system deliveries to arrive at a percentage of 30%. I applied that 

to the unit cost gathering cost of service at proposed rales of 89 cents per Dlh as 

computed by EGC in response to IOGA 1-8 and arrived at a producer maximum 

rate of 27 cents.

Now in Mr. Rafferty's rebuttal testimony on page 13. I have learned that 

l:GC has applied Rale AGS to throughput that never passes through their 

gathering system. 1 had assumed that "gathering throughput" and Rale AGS 

deliveries were approximately the same quantity, except for the volumes 

delivered directly into the distribution system as described in the teslimonv of 

IOGA witness Ilillebrand. The gathering throughput quantity has not yet been 

furnished in response to any diseoverv question that requested the information, to

1 1
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Ihc bcsl of my knowledge. I did inquire uboul the quantity when attempting to get 

obtain the breakdown of gathering throughput by system supply and 

transportation gas. but was told by Mr. Narkevie in response to 10GA 1-9 (Exhibit 

DMB-S) that the breakdown that 1 requested was not available for the historic or 

future lest year. It was a surprising response since LiGC's witness Wiggcrs was 

able to provide a breakdown of the same information going back for five years 

immediately preceding the lest year in response to IOGA I-10. Exhibit DMB-8 ( 

IOGA 1-9 and IOGA 1-10). Now that Mr. Rafferty has explained clearly that Rate 

AGS is applicable to local gas entering liGC through low-pressure transmission 

or distribution lines. I must revise my alternative recommendation calculation as 

follows. Since my 30% calculation used, in the numerator, billing determinants 

for Rate AGS (and we now know the billing determinants under Rate AGS and 

gathering throughput are not the same or even necessarily similar quantities). 1 am 

recommending that gathering throughput whatever that volume is should be 

divided bv total deliveries to calculate the percentage of costs that should be 

borne by producers and marketers under my alternative recommendation. The 

billing determinant number of 14.444.000 Dili should not be used in the 

calculation since it includes volumes billed under Rate AGS that never passed 

through HGC’s gathering svstem.

Q. PI.EASE. COMMENT ON MR. RAEI ERTY'S DISCUSSION ABOUT THE 
LIMESTONE AND FISHER PROJECTS AND THE IMPACT OF THESE 
PROJECTS ON FUTURE RA I L AGS REVENUES.

A. EGC has two projects planned that will permit more local production to flow on 

HGC's system. The first, the Limestone Project, is a SI3.S million dollar project 

to install in.000 feet of S inch main, a new compressor station with a dehvdration

n.\l< INI)|.I4').
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unit lo connect to the new Eshbaugh connection with Dominion Transmission 

(“DTI"). 'This project is included in the future test year additions and has in

iiak s?

sen ice date of fourth quarter 2008 (according lo Ms. Gras in response to 

interrogatory OTS-RB-18D). The second project, for $10 million dollars, which 

involves a new Fisher compressor station with dehydration and a new DTI 

interconnect, has been cancelled for 2008 according to l-quilable’s response lo 

OCA 1V-24 Attachment. Mr. Rafferty discusses these projects on page 15 of his 

rebuttal testimony and states that these projects “are designed to discharge 12.000 

dlh/day." From Fquitable's responses to 10GA IV-1 and 1V-3 ( DMB Exhibit 3) 

concerning adjustments for the future test year relating to additional Rate AGS 

revenues at proposed rates. Equitable has added only 2.000 Dth per day of 

increased throughput as a future test year revenue adjustment and has not 

explained what, if any, projcct(s) that throughput adjustment relates to.

Obviously, when Limestone and Fisher are complete and operating at full 

capacity, there will be additional growth in Rate AGS revenues well above the 

2.000 Dth per day level.

Equitable should be required to furnish more details as to these projects, 

especially Limestone since its costs are included in the future lest year, as lo 

whether the 2.000 Dth per day of increased throughput used a revenue adjustment 

is an accurate representation of the throughput growth that is expected from the 

major project, in the first year of its operation as well as the next few years. If 

Equitable has understated its estimate, then there is the ability for Equitable to 

receive revenues well in excess of amounts authorized at the conclusion of this

1 INnn.iv-io.ov;
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proceeding, if Rate AGS is permitted to remain in l:GC's tariff and I-quilable's 

cost recovery proposal is approved.

Again. 1 emphasize that producer contributions to the Limestone project 

that have already been collected from producers should be refunded as premature, 

or at the very least should be treated as contributions in aid of construction. 

Hquilable has yet to demonstrate that the Limestone and Fisher projects are not 

required to be done anyway as part of LGC’s least cost fuel procurement 

obligation without producer contributions. EGC needs to prove that these 

additional local production volumes related to Limestone and then Fisher into 

DTI will not enable FGC to lower its pipeline contract costs on DTI as was 

represented to IOGA witness Bauer.

Witness Dalena

Q. PLEASK DESCRIBE MR. DAEENA’S REBUTTAL TESTIMONY.

A. Mr. Dalena begins his testimony discussing the investments that FGC has made in 

gathering facilities since 1999 and why he believes that “it is onlv appropriate that 

producers pay for the cost of the investment in facilities and operation of the 

facilities that were installed for them to deliver their gas to market.” Dalena 

Rebuttal at 5.

Q. WHAT IS YOUR RESPONSE TO MR. DALENA’S TESTIMONY?

A. First ol all. no one forced LGG to acquire the Carnegie and Apollo Gas company 

facilities, and certainly Equitable did not acquire these facilities for producers to 

deliver their uas to market. As Mr. Dalena states (p. 12 of his rebuttal Testimonv 

in this proceeding). Equitable is not operated “as a producer benevolent society." 

If liGC's investments were primarily to benefit local gas producers, whv then did
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JIGC propose lo recover $6.6 million dolkirs for costs related to improving its 

gathering system through the PGC from sales customers just four years ago? In its 

2004 PGC case. PGC testified that sales customers were the primary beneficiaries 

- and. thus, the primary reason that PGC was incurring the costs of these 

gathering facilities and improvements.

It seems that EGC's new position - that producers and marketers are the 

primary bcneficiurics/cost causers of its gathering facilities - started to take shape 

when PGC realized that it was more profitable to charge producers and marketers 

for its gathering facilities under “negotiated” rates with no ceiling, and PGC 

apparently concluded that the Commission would he less concerned about levels 

of lost and unaccounted for gas (“LUFG") on PGC's gathering facilities if the 

PUFG costs were being recovered primarily from producers rather than from 

sales customers through the PGC or from transportation customers.

It is interesting to read Mr. Dalena's testimony and compare it with the 

testimony of Mr. Rafferty in the recent Equitable PGC eases. Mr. Dalena states 

that interstate and “other Appalachian supplies are noticeably less expensive” than 

Pennsylvania production. This statement is not only completely incorrect (as Mr. 

Crist describes in his surrebuttal testimony) but it raises the question why PGC 

inv ested in Pennsylvania gathering facilities to bring Pennsylvania gas to its end 

use customers. Reviewing Mr. Rafferty's testimony over the last lour years of 

gas cost cases provides the answer, which tells a much different story than Mr. 

Dalena's.
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Lei's begin with Mr. Rafferty's Direct Testimony (pp. 32-33) in KGC's

2005 PGC ease at Docket R-00050272 discussing I:t|uiiable’s investment in 

Carnegie Natural Gas Company and its affiliated subsidiaries, and improvements 

to that system:

Q. HAS EQUITABLE BEEN COMPENSATED 
THROUGH RESIDENTIAL RATES TOR THIS 
INFRASTRUCTURE INVESTMENT'/

A. No. Nevertheless, in conjunction with the producing 
community great strides have been made in increasing deliveries 
into Equitable. For example, in 1997, Equitable purchased 
approximately 3.2 Bcf of local Appalachian production. By 2003. 
the local Appalachian production purchases more than doubled to 
8.4 Bcf. We anticipate even greater increases in future years. I 
mention this because as the level of local production increases, the 
Western Pennsylvania economy also is stimulated with increases in 
tax revenue, new employment opportunities for drillers and 
pipeline erews and the resulting trickle down effect on this 
increased deliverability. Every BCF of increased production adds 
approximately $6,000,000 into the community at today's prices for 
natural gas.

Q. ARE THERE OTHER BENEFITS?

A. Yes. As the production ramps up, Equitable is able to 
make plans to reduce its reliance on interstate pipeline supplies and 
save on the variable costs associated with transporting this gas 
from the Texas. Louisiana producing areas to Western 
Pennsylvania. These avoided transportation costs are certainly a 
benefit to our customers and in the future will allow the Company 
to reduce its level of pipeline capacity it must maintain for such 
transportation. This should translate into lower PGC costs.

Next is Mr. Rafferty's Direct Testimony (p. 10| in the 2006 PGC case. Docket R-

00061295:

Q. WHY HAVE THE COMPANY'S SUPPLY 
SOURCES CHANGED/

A. The Company continues to increase the amount of 
Appalachian-Direct supplies that it purchases. The 
continuous improvements regaoling the Companv's

16
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Northern Asset Optimization Project (“NAOP”) affords 
Equitable the opportunity to obtain additional low cost 
sources of supply and also reduces its dependency on 
upstream interstate pipelines."

Next is Mr. Rafferty’s Direct Testimony (p. 9) in the 2007 PGC case.

Docket R-00072111. making the exact same statement again:

Q. WHY HAVE THE COMPANY'S SUPPLY 
SOURCES CHANGED?

A. The Company continues to increase the amount of 
Appalachian-Direct supplies that it purchases. The 
continuous improvements regarding the Company's 
Northern Asset Optimization Project (“NAOP") affords 
Equitable the opportunity to obtain additional low cost 
sources of supply and also reduces its dependency on 
upstream interstate pipelines.”

Thus. Mr. Rafferty believes that '‘Appalachian-Direct” supplies (that is. 

Pennsylvania produced gas that enters EGC’s system through transmission or 

distribution or gathering facilities and does not come into EGC through an 

interstate pipeline) is lower in cost than interstate supplies. Mr. Dalcna. on the 

other hand, claims that only producers benefit from EGC's gathering facilities and 

that Appalachian gas from West Virginia delivered through Equitrans is a better 

buy for EGC's ratepayers than Appalachian-Direct supplies. If Mr. Dalena is 

correct, then EGC's reasons for increasing Appalachian-Direct supplies as Mr. 

Rafferty describes in the above quotes from the PGC eases make no sense and call 

into question the veracity ol Equitable's statements to the Commission that its 

purchases of Pennsylvania production comply with the Public Utility Code least 

cost gas procurement requirements. It seems obvious that Mr. Dalena's testimony 

in this case is a contriv ed justification to help support Equitable's proposal to 

recover alj gathering facility investment from producers and marketers, rather

11A K 1 INI
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than a rejection of Mr. Rafferty's consistent and repeated testimony to the 

contrary in Equitable’s PGC cases before Equitable had an interest in asserting 

otherwise.

As Mr. Dalena puts it, “Equitable's customers do not need lOGA's 

production." Dalena Rebuttal at 9. If that is the ease, why did EGG invest in 

acquiring and improving gathering facilities? Mr. Dalena now says Equitable did 

so to benefit producers and marketers even though Mr. Dalena now also says 

Equitable is not a “producer benevolent society." Obviously, Equitable’s 

customers did need lOGA's Pennsylvania production ifwc believe Mr. Rafferty's 

PGC testimony quoted above related to the years 2004-2007 and in the testimony 

of the other EGG witnesses in the 2004 PGG ease referenced in my Direct 

Testimony.

The entire argument that producers and marketers should pay for all of 

EGG's gathering system comes down to this. EGG can make more money from 

its gathering facilities if it can charge rales with no ceiling to producers who have 

no other viable economic choices than it can charging end use customers under 

Commission rates that have a ceiling. Moreover, if it can collect more revenue by 

charging higher rates under Rale AGS than it projects in this tiling at proposed 

rates, the additional revenues will How to shareholders. In addition, if EGG is 

able to charge producers for EGG's high lev el of lost and unaccounted for gas 

(“LlJEG'j on its gathering facilities, then EGG does not have to worry about 

trying to reduce its gathering LUI'G levels to a reasonable amount since the costs 

would be transferred to producers. The problem with EGG's plan from the

IS
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perspective of resitlcntiiil. commercial and industrial ratepayers is that EGCs 

proposal will result in less Pennsylvania production in the long term for customers 

which according to Mr. Rafferty will cost customers more money and be harmful 

to the Western Pennsylvania economy. The beneficiary ofP.GC's Rate AGS cost 

recovery proposal will only be I:GC.

Q. WHAT DOKS MR. DA1.KNA SAY ABOUT EQUITABI.F’S 2004 SKCTION 
1307(F) CASK?

A. On pages 11-12 of his Rebuttal Testimony, Mr. Dalcna discusses Equitable's 

2004 PGC case when !*GC proposed a $6.6 million six-year amortization of 

gathering system investment in the NAOP and states that “EGC did not seek base 

rate (whether as distribution or as gathering} treatment of these costs." He stales 

that there were projected offsetting PGC gas cost savings.

Q. WHAT IS YOUR RKSPONSK TO THIS TESTIMONY?

A. Mr. Dalcna apparently fails to understand my point in raising the 2004 PGC case 

in this proceeding. The point of my discussion of the NAOP proposal by EGC 

was to show that EGC justified its investment in the NAOP gathering system 

capital projects because of benefits to end use customers of EGC. not because of 

benefits to Pennsylvania producers. Equitably stated in 2004 testimony that the 

NAOP improvements were made to benefit EGC's sales customers, and EGC 

sought recovery from PGC customers in the 2004 PGC case because EGC said 

the NAOP investments would reduce gas costs and so PGC customers should pay 

for the investments. Now. four years later. EGC lias totally jettisoned that 

argument to support its argument in this proceeding that the costs of EGC’s 

gathering system should be paid for solelv hv producers and marketers.

10
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Q. PLKASE COMMENT ON MR. DAI,ENA'S STATEMENT THA I
EQUITABLE CAS COMPANY IS A DISTRIBUTION COMPANY “FIRST 
AND FOREMOST."

A. 1 find Mr. Diilcna's stalemcnl conlradictory. LGC’s position is that it invested by 

its own count “SI9 million in gathering lines and other gathering related 

facilities" in the years 2000-2007 (Dalena Rebuttal at 4) and another $13.8 

million in the Limestone Project in 2008 for plant that its says provides no 

significant benefit for its jurisdictional residential, commercial and industrial 

customers. If LGC is a distribution company “first and foremost," then these 

investments in the gathering system would make no sense. These investments 

only make sense if their purpose was to provide lower cost gas to Equitable's 

customers as IOGA submits, and as Mr. Rafferty has slated so manv limes in 

Equitable's PGC cases.

Q. PLEASE COMMENT ON MR. DALENA'S TESTIMONY CONCERNING 
LOST AND UNACCOUNTED FOR GAS ON THE GATHERING 
SYSTEM.

A. In his rebuttal testimony beginning on page 15. Mr. Dalena asserts that when

Equitable acquired the Apollo gathering assets in 1999. Equitable was "unaware 

of any significant level of unaccounted for gas." Mr. Dalena had previously 

stated (p. 12 of his Rebuttal Testimony in this proceeding) that Equitable's NAOP 

cost recovery proposal in 2004 “was made several years before the high level of 

unaccounted for gas on gathering facilities was discovered.” I note that Mr. 

Dalena refers only to "unaccounted for" gas and not “lost" gas. but 1 assume he 

means both. It seems that perhaps EGC did not look elosely enough at the 

condition of the assets it acquired from Carnegie in 1999 and now wants another 

group, namely producers, to pay for the gas that is leaking from an old pipeline

20
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system. As stated previously, no one forced JEGC to purchase the Carnegie and 

Apollo systems. If HOC made a poor economic choice, its shareholders - not the 

jurisdictional customers of f:GC and not producers - should pay for excessive 

quantities of lost and unaccounted for gas. and hquitable should have taken action 

to actually repair or replace these facilities years ago.

Q. DOES MR. DALENA AGREE THAT PRODUCERS WILE BE ABLE TO 
SHIFT RATE AGS COSTS INTO GAS SUPPLY COSTS?

A. No. Mr. Dalcna says this will not happen because “Equitable will simply refuse to 

buy the gas." This seems to be the theme of Mr. Dalena’s heavy handed 

approach. Either producers pay for EGC\s entire gathering system and eat the 

costs and not pass them along to customers, or else EGC will just stop buying 

Pennsylvania gas and switch to gas from West Virginia that must come into EGC 

through EGC's affiliate. Equitrans. Western Pennsylvania producers made 

decisions to drill wells based on the economics at the time they drilled. Now. 

EGC' is attempting to change the rules after the fact. i.c.. to shift to producers the 

entire cost of EGC's gathering system after producers have made their 

investments in wells and connected them to EGC's system. Mr. Dalcna is 

obviously content with having Pennsylvania producers pay the bill for a possible 

poor economic decision made by EGC to buy the old Apollo and Carnegie 

pipeline facilities that were and are in need of repair or replacement, rather than 

having EGC shareholders pay for this decision.

in summary, Mr. Dalena’s testimony conflicts with Mr. Rafferty's 

testimony concerning w hat is in the best interest of EGC's ratepayers regarding 

the purchase of Pennsylvania supplies. If EGC prev ails based on Mr. Rafferty’s

I Iak s.'i.i*/1
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and Mr. Dalemf s currcnl testimony and argument - that Liquitahle made 

investments in gathering facilities for the benefit of producers and marketers - 

then the Iitjuitable Resources corporate family can be profitable either way. If 

producers are charged rates with no ceiling (and especially on increased volumes 

they may not accounted for in rales with respect to the Limestone project) 

Lijuitable Resources profits. In addition, if producer are charged for all the lost 

and unaccounted for gas on the gathering system, EGC shareholders are protected 

since they will not be paying for this gas. For those producers who refuse to pay 

the Rate AGS charges. LGC's corporate family will make additional profit 

through its affiliate when FGC buys West Virginia gas for storage on and delivery 

through Fipiitrans. The losers in this whole scheme are the end use customers of 

FGC that in the long term will lose the benefits of Pcnnsvlvania production 

consistently and repeatedly described by Mr. Rafferty.

Witness Quinn

WHAT OOFS MR. QUINN SAY IN IHS RKBUTTAI. TESTIMONY 
CONCERNING YOUR TESTIMONY?

Mr. Quinn briefly discusses why he doesn't agree with my position on refunds of 

Rate AGS charges to producers delivering PA gas directly into the transmission or 

distribution system or into gathering lines not part of the 2003 acquisition. Since 

I discuss this issue in my earlier testimony concerning Mr. Rafferty. I will not 

repeat that discussion here. Mr. Quinn also mentions the January 1. 2006 base rale 

moratorium that I discussed in mv direct testimony.

3 Q. DO YOU HAVE ANY COMMENT'S ON MR. QUINN'S RATE
4 MORATORIUM TESTIMONY?

?•>
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A. Yes. While Mr. Quinn does not deny that EGG was in a rate moratorium during 

its 2004 PGC ease, he wears his “producers are not customers" hat to argue that 

rate increases to recover the cost of plant investment and O&M expenses from 

producers and marketers was not part of the rate moratorium. As I mentioned in 

my Direct Testimony. HGC's position on whether producers and marketers are 

“customers" depends on the situation. l:(iC has no problem with charging 

producers and marketers, as customers, for all of the costs allocated to its 

gathering system and all of the lost and unaccounted for gas on its gathering 

system, as it proposes in this proceeding, hut Equitable otherwise does not 

consider producers to be customers. TGC cannot have it both ways. Producers 

and marketers cannot be customers for the purpose of cost recover)' but not be 

customers when it is time to adhere to a rate moratorium or when it is time to 

provide producers with notice of rate increases, such as the lack of notice to 

producers and marketers in this proceeding.

In the spring of 2004. while EGC was agreeing to the rate moratorium, it 

was at the same time planning wavs to recover gathering costs through Rate AGS 

and through a surcharge to the PGC.' rate based on a six year amortization of SO.6 

million in NAOP costs. GTS witness Gruber argued in Equitable's 2004 PGC 

case that Equitable's PCX' amortization proposal to recover gathering 

improvements through the PGC violated EGC's rate moratorium. Apparently the 

OTS considered gathering investment to he part of the rate moratorium even 

though Mr. Quinn, now. does not. Cxh. DMB-3 (Docket R00049134. Gruber 

Direct at I 7).

23
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Mr. Quinn also attempts in his argument to distinguish between gathering 

and distribution rate base, as if "gathering” rate base should not be part of a 

“distribution" rate moratorium. Quinn Rebuttal at (>l. Equitable says now that at 

the time of the 2004 PGC case, assets classified to Production and Gathering Plant 

accounts and the associated operation and maintenance expense accounts were not 

part of the rate moratorium. Why I:GC would have drawn such a distinction at 

that time is not clear since this Commission has a long history of treating 

Production and Gathering Plant in sen ice no differently from Transmission. 

Distribution and General Plant in sen ice for ratemaking purposes as it applies to 

rate moratoriums. Mr. Quinn's distinction, however has served EGC well since 

Rate AGS provided over S5 million dollars to f.GC in the historic test year alone.

liven using HGC's Hawed logic as to what should be part of a rale 

moratorium. Mr. Quinn has still not explained why gas flowing directly into a 

transmission or distribution line should have been be charged Rate AGS. 

According to Mr. Quinn's rate moratorium discussion: “There was nothing in 

effect that would limit the ability of Equitable to collect |sicj gathering rate 

unrelated to distribution service, not (sic) was there any discussion of a gathering 

rate moratorium at any time in the negotiating process." What was or was not 

discussed during the negotiation process is irrelevant, as the rate moratorium 

language was clear and contained no such qualification as suggested bv Mr.

Quinn.

Mr. Quinn also offers no explanation at all as to why EGC should be 

recovering Rate AGS charges from producers who are tiot transporting gas

24



I

2

3

4

5

6

7

S

9
1U

11

12

13

14

15

16

17

18

19

20

21

22

23

24

“through the gathering system" as expressly required in both the original Rate 

AGS and the currently effective Rate AGS. He also fails to explain why he would 

think that parties would carve out specific parts of rate base, such as gathering 

assets, in a settlement concerning a base rate moratorium, but not reduce the 

“carve-outs” to writing. Using Mr. Quinn's logic, parties must list each unit of 

properly that is part of a rate moratorium or else the unlisted property is fair game 

for rale increases.

Witness Fcingold

Q. WHAT DOES MR. FEINGOED SAY IN HIS REBUTTAL TESTIMONY 
CONCERNING YOUR TESTIMONY?

A. Mr. fcingold disagrees with my cost of service recommendation. He defends his 

apportionment of gathering facilities costs to a separate gathering rale, attempts to 

distinguish his cost allocation methods in the 1983 Peoples Gas case from the 

current proceeding, and uses the federal Energy Regulatory Commission 

(“f ERC”) and the State of Oklahoma to defend his position that he appropriately 

allocated gathering costs to producers and marketers instead of to the end use 

customers of EGC. Mr. fcingold apportions the costs of PGCs gathering 

facilities to producers ami marketers only under a service called Rale AGS. Mr. 

Fcingold spends several paragraphs in his rebuttal defending his study and why it 

is reflective of cost causation principles, lie also attempts to distinguish “cost 

causation" from “who benefits” from a sen ice on page 27 of his Rebuttal.

Q. WHAT ARE YOUR COMMENTS CONCERNING THIS TESTIMONY?

A. Generally, a customer class that causes a cost to be incurred receives some benefit 

from the cost being incurred, but to be clear it is mv position that the residential.

25
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commercial and industrial end use customers oI HGC caused Equitable to incur 

gathering facilities costs - capital investment and operation and maintenance 

expenses - and those same customer classes should pay for these costs. All end 

use customer classes of EGC make use of Pennsylvania gas. and the investments 

made in gathering facilities were made to serve those customers, notwithstanding 

the revisionist history in the rebuttal testimony of Mr. Rafferty and Mr. Dalcna. 

The question to ask is “why did EGS incur the costs?" The answer obviously is to 

provide low cost gas supply to its customers.

Mr. Fcingold's attempts to distance himself from his testimony in the 1983 

Peoples Gas case at Docket R-832315 as if the gas industry then was a different 

world, but in fact he apparently was unaware that Peoples Gas was way ahead of 

the curve on gas unbundling. Peoples Gas was engaged in transportation services 

by another name in 1983 and soon thereafter began transportation service that is 

similar in many respects to the services in effect today. F!;RC Order 430 had 

little to do with what was happening at the distribution level as Western 

Pennsylvania gas companies fought to keep load on their systems during the 

demise ofthc basic iron and steel industry in Pittsburgh. Mr. Feingold. as the cost 

of service witness for Peoples in its 1983 base rale case, recommended that ah of 

Peoples' gathering facilities be paid for by end use customers. He nev er staled or 

recommended that producers and marketers pay for any cost related to Peoples' 

gathering system. His lengthy discussion in his rebuttal in this case on 

unbundling and FFRC Order 436 really has nothing at all to do with the fad that 

he has changed his position as to who should pay the costs related to gathering

H.-ues.’r,.-'/1 inivm'.'-:.
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facilities of a state regulated natural gas utility - and nothing at all to do with why

he has changed his position, which he does not explain.

Mr. Feingold says that “there was no rate class for the provision of 

gathering service and no opportunity for me to assign a proportionate share of 

Peoples’ total cost of service in its cost of service study to a rate class that didn’t 

exist.” Feingold Rebuttal at 29. What Mr. Feingold fails to mention, however, is 

that Mr. Feingold didn't just testify on the issue of Peoples Gas gathering 

facilities in the 1983 case at Docket R-832315. He also was the Peoples Gas rate 

design witness in its next base rate case three years later after Peoples hail alreadv 

in place in its tariff unbundled transportation services such as Rate MlfS- 

Interruptiblc Interstate Industrial Transportation Service. In the 1986 case for 

Peoples Gas at Docket R-860310. Mr. Feingold specifically recommended the 

creation of an unbundled uatherinu transportation rate for Peoples Gas to be 

charged to commercial and industrial transportation customers that utilized the 

Peoples Gas gathering facilities. Dockets R-850270 & R-860310. f eingold Direct 

at 30. His rale design also recovered gathering facilities costs through sales rates 

from residential and commercial customers.

Mr. Feingold’s arguments about how different the gas industry was in the 

mid-198()*s in Western Pennsylvania is not relevant to his complete change of 

position as to who should be responsible for paying the costs of gathering 

facilities owned and operated by a state regulated natural gas utility, and to a large 

degree is also not an accurate factual historical account of the Western 

Pennsylvania market. Peoples did have unbundled services in the l98U's and did
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have transportation services in the 1980’s and Mr. Fcingokl never at any time then 

suggested or recommended that producers or marketers should pay for the cost of 

gathering facilities in cither of the cases he was involved in for Peoples Gas. As 

stated earlier, he has changed his position in this proceeding without any 

explanation.

In rebuttal of Mr. Donkin for the OCA in Peoples' 1986 base rate case at 

R-860310. Mr. Feingold stated that "the process of rate design before the FERC 

does not involve anything comparable to the interclass element of rate design at 

the state level.” Thus, it surprising that Mr. Feingold talks so much about FERC 

policies in trying to rebut my testimony in this proceeding regarding inlerelass 

cost of service. Mr. Feingold also fails to point out that even after FERC Order 

436 and after the unbundling of gathering systems at the federal level, this 

Commission still continued to approve the recovery of gathering facility costs 

from end use customers in this Commonwealth in base rate eases up to the 

present.

Finally, as to the argument that a case in Oklahoma supports his position. I 

do not have to look to the Stale of Oklahoma to support my position. 1 can just 

look at the thirty years of history of ratemaking in this Commonwealth. In each 

base rate case that 1 am aware of w here a natural gas utility has gathering 

facilities, gathering system costs have been recovered through rates from 

residential, commercial and industrial customers. Mr. Feingold has offered no 

legitimate reason w hy this Commission should change that ratemaking principle.

28
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Witness Kalcic

Q. WHAT DOES MR. KALCIC SAY IN HIS REBUTTAL TESTIMONY 
CONCERNING ISSUES YOU HAVE ADDRESSED?

A. Mr. K;tlcic. ;is with Mr. Watkins (OCA) and Mr. Gruber (OTS), has taken the 

position in his direct testimony that the Company's Rale AGS cost recovery 

proposal is acceptable. In rebuttal. Mr. Kalcic has now changed his position 

somewhat by saying that with respect to the gathering facilities “producers and 

marketers should pay a portion of the associated costs" Kalcic Rebuttal at 15.

Q. DO YOU HAVE ANY COMMENT ON MR. KALCIC’S CHANCE IN 
POSITION?

A. Yes. Ironically Mr. Kalcic believes that my position - that end use of customers 

of l:GC should pay for the gathering facilities to be unreasonable, even though 

it is exactly the same position that OSBA has taken in base rate cases involving 

other gas utilities in this state that have gathering facilities, namely National Fuel 

Gas Distribution ( “NFGLT’ or “National Fuel”) and Peoples Natural Gas 

{“Peoples Gas"). Mr. Kalcic makes no mention of why Ft|iiitablers gathering 

facilities should be treated differently for ratemaking purposes than the gathering 

facilities of Peoples Gas or National Fuel. Mr. Kalcic just offers the Company's 

standard but illogical argument that the gathering system helps bring producers' 

Pennsylvania gas to market. Under such a theory anil taken to its logical 

conclusion, why should end use customers pay for any costs at all. since 

ultimately transmission and distribution lines and facilities also help get interstate 

gas to market, so interstate pipelines should also pay those costs.

Q. DOES MR. KALCIC ADDRESS ANY OTHER IOGA ISSUES?

29
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A. Yes. Mr. Kalcic also comments on lOGA's alternative position that if this

Commission makes a policy decision that producers and marketers should now 

and going forward help pay a portion of intrastate gathering facilities owned an 

operated by Pennsylvania regulated natural gas distribution utilities. lOGA's 

proposed alternative to its primary position of a maximum rale of 27 eents/dth to 

he charged to producers and marketers should he adopted. As I described earlier 

in my testimony, this alternative was calculated under a mistaken assumption and 

thus is overstated because the numerator of the fraction of gathering throughput to 

total deliveries, was overstated. So the correct percentage is lower than 30%. 1 

staled in my Direct Testimony in this proceeding that if l!GC*s full requested 

revenue requirement is reduced. lOGA's share of costs and the alternative rale 

{which is now lower than 27 cents) should be reduced accordingly using the 

formula described.

Mr. Kalcic takes issue with my use of “total system deliveries" in the 

denominator of the calculation. I lis recommended change to my calculation is as 

follows: “Rate AGS's share of such costs should be determined by dividing 

gathering throughput by the sum of gathering throughput and total volumes 

consumed by customers that are served from Pquitable's gathering lines.” Kalcic 

Rebuttal at 16. Since residential, commercial and industrial customers make use 

of local gas. the use of total deliveries as a denominator in the calculation is 

appropriate. But is not just 3620 customers on EGC's system that use local gas. it 

is aJJ of liGCs customers. My calculation is an attempt to calculate the 

percentage of all deliveries that use the gathering system. Mr. Kalcic's
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recommendation and his revised formula would require producers to pay nearly 

all the costs assigned to Rate AGS and is just not rational. He makes this 

recommendation even though it is completely inconsistent w ith OSBA's position 

in the NI:GD and Peoples Gas base rate cases mentioned earlier and Equitable’s 

consistent and repeated testimony in its PGC cases. Mr. Kalcic’s 

recommendation makes no sense and should be rejected.

Q. IN CONCLUSION. PLEASE SUMMARIZE YOUR SURREBUTTAL 
TESTIMONY.

A. The Company and the OSBA have offered no reasons why this Commission 

should depart from its long held views as to the role of Pennsylvania supply in 

satisfying the needs of Pennsylvania consumers. They also have offered no 

reasons why this Commission should change its position that end use customer 

classes are responsible for the costs of gathering facilities owned and operated by 

natural gas utilities in this Commonwealth. Pennsylvania consumers have come 

to depend on Pennsylvania supply and this case is not the time to jeopardize the 

future of Pennsylvania gas supplies or the cost of that supply to help Equitable 

Gas realize additional revenue by authorizing a “negotiated” rate mechanism that 

has no ceiling and for which there will be little if anv oversight once approved.

Q. DOES THAT CONCLUDE YOUR SURREBUTTAL TESTIMONY.

A. Yes. but I reserve the right to respond in oral rejoinder to the surrebuttal 

testimony of other parlies concerning these issues.
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Docket No. R-2008-2029325 
Item: IOGA-I-9
Respondent: Robert M. Narkevic 
Position: Manager. Rates

EQUITABLE GAS COMPANY
Response to Interrogatories of the
Independent Oil and Gas Association ofPennsylvania

Item: IOGA-I-9

Please provide the future test year gathering system throughput and the historic test year 
gathering throughput separately for: (a) system supply and (b) transportation.

Response:

The future test year gathering system throughput and the historic test year gathering 
throughput were not tracked by system supply and transportation.



Docket No. R-2008-2029325 
hem: IOGA-MO 
Respondent: Thomas P. Wiggers 
Position: Director. Gas Supply

EQUITABLE GAS COMPANY
Response to Interrogatories of the
Independent Oil and Gas Association of Pennsylvania

Item: IOGA-l-10

Please provide the gathering system throughput for each calendar year 2002 through 2006 
separately for: (a) system supply and (b) transportation.

Response:

System Supplv Transportation
(MMDUi) (MMDth)

2002 2.4 6.0
2003 1.0 8.1
2004 2.0 11.7
2003 5.0 10.6
2006 8.5 8.4
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PLEASE STATE YOUR NAME, AND DESCRIBE BY WHOM YOU ARE 
EMPLOYED AND IN WHAT CAPACITY.

My name is Keith Mangini. I am the President of Huntley & Huntley, Inc., with its 

headquarters located at the Penn Office Building, Suite 100, 4314 Old William Penn 

Highway, Monroeville, PA. 1 have worked at Huntley & Huntley for about thirty (30) 

years and have held a succession of positions.

PLEASE STATE YOUR EDUCATIONAL BACKGROUND AND EXPERIENCE.

1 have a B.S. in Geology from West Virginia University, and I have completed post­

graduate work in Petroleum Engineering at the University of Pittsburgh.

PLEASE DESCRIBE THE PURPOSE OF YOUR TESTIMONY.

The overall purpose of my testimony is to support the positions of the Independent Oil 

and Gas Association of PA (“JOGA’*) in this matter. More specifically, I show that 

Huntley & Huntley operates its own gathering system and docs not rely on the gathering 

lines operated by Equitable Gas Company (“Equitable” or “utility”) for which Equitable 

has charged us under Rate AGS. I explain how Equitable has denied us access to its 

pipeline facilities by failing to install new taps and meters on a timely basis. Initially, 

Equitable refused to set the taps unless Huntley & Huntley agreed to pay a fifty cent per 

Dth ($0.50/Dth) “gathering charge” plus a five percent (5%) shrinkage or retainage fee 

under Rale AGS, and then Equitable demanded higher rates. Huntley & Huntley does not 

believe that such charges are either reasonable or justified under Equitable’s tariff, and 

accordingly does not believe it can or should agree to such contracts. Equitable's refusal 

to set new taps unless we agree to these terms and conditions amounts to an attempt to 

coerce us to accept these terms if we want to be able to sell our gas for the benefit of 

Equitable’s customers and. of course, Huntley & Huntley and its investors. Having

HAR:828S7 1 '!NIKU‘)-2535?2



invested substantial capital in a series of five new wells, Huntley & Huntley has been 

unable to produce any gas from these new wells. Even if Equitable belatedly installs new 

meters and taps and allows these wells to begin production, Huntley & Huntley and its 

investors have already suffered and will continue to suffer irreparable losses as a result of 

Equitable’s actions.

Most recently. Equitable has said it cannot accept new gas because its pipelines 

are allegedly operating at full capacity. I show why this does not apply to our new meter 

tap locations and does not justify Equitable’s continuing refusal to set the new taps we 

have requested. Finally, I also explain how Equitable’s operational actions have 

unreasonably restricted the flow of Huntley & Huntley’s local production and othenvise 

adversely affected Huntley & Huntley’s operations on Equitable’s system.

PLEASE DESCRIBE HUNTLEY & HUNTLEY AND ITS OPERATIONS.

Huntley & Huntley is a relatively large volume producer of Pennsylvania natural gas and 

a member of 10GA. We employ about 16 people in Western Pennsylvania. We 

currently have approximately three hundred (300) active wells feeding gas into 

Equitable’s distribution pipeline system. Many of Huntley & Huntley’s wells are located 

within Equitable's service area and are extremely close to end users. In one instance, 

Huntley & Huntley delivers gas into the utility’s distribution lines at a location that is 

approximately 100 to 150 feet away from an electric generation station that is a very 

large gas consumer. Furthermore, many of Huntley & Huntley’s wells are located in 

towns or boroughs that are suburban in character and are located in the greater Pittsburgh 

area. These wells are located in parks, golf courses, cemeteries, industrial sites, and other 

areas within Equitable's service territory. None of Huntley & Huntley wells in western 

Pennsylvania are connected to any other pipeline system. Out of Huntley & Huntley's
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300 existing wells, about 225 are nowhere near any other gas pipeline system. 

Realistically, these 225 wells are completely captive to Equitable.

Our 300 wells collectively produced approximately six (6) million BTUs 

(“MMBTUs") of gas per day in 2007. This equates to roughly 2.1 to 2.2 Billion 

Decalherms (“Dth”) of Pennsylvania natural gas delivered into Equitable's system during 

2007. At the present time, Huntley & Huntley sells about fifty percent (50%) of its 

Pennsylvania gas directly to Equitable. Huntley & Huntley sells the remaining fifty 

percent (50%) of its output to a leading natural gas marketer (Hess Corporation) that 

operates on the Equitable distribution system.

WHY DOES EQUITABLE BUY YOUR GAS, IN YOUR OPINION?

Use of Pennsylvania gas increases the reliability of service for end users on Equitable’s 

distribution system. The gas is less likely to be interrupted because it is produced locally 

and docs not have to be transported long distances in an interstate pipeline. Moreover, 

Huntley & Huntley typically sells gas to Equitable at about one-half of the utility’s 

delivered all-in price to residential consumers and less than the all-in cost of interstate 

supply. Of course, when Huntley & Huntley delivers gas directly into Equitable’s 

distribution lines, the utility is only required to transport the gas a very short distance to 

end users. Only a small amount of utility infrastructure is required to move this gas to 

consumers. Accordingly, as Equitable has indicated in testimony to the PUC. if more gas 

could be produced in western Pennsylvania and delivered to end users located on 

Equitable’s system, the utility’s costs should be further reduced, which ultimately should 

benefit Equitable’s ratepayers.

PLEASE DESCRIBE HUNTLEY & HUNTLEY’S FACILITIES AND 
CONNECTIONS TO EQUITABLE’S PIPELINE FACILITIES.

- 3 -I i.\ R:10SS7.1/1N1)04(;.25.155:
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A. With the possible exception of four meters, all 300 wells that Huntley & Huntley operates 

in western Pennsylvania feed into the Equitable’s distribution pipelines, or what we call 

“Old Equitable” pipe, meaning Equitable's system before it began reacquiring gathering 

facilities. Huntley & Huntley has connections to Equitable’s distribution lines in North 

Huntington Township, and in many areas within Allegheny County, including North 

Versailles Township, Monroeville. Wall Borough, Trafford, Oakmont Borough and 

Springdale Borough. Huntley & Huntley typically hooks into Equitable lines that are 

approximately four (4) inches to twenty (20) inches in diameter and that operate at a 

pressure of 25 pounds per square inch (“psi"). This 25 psi pressure is one of the utility’s 

distribution operating pressures, not a gathering pressure. As to those four meters, two of 

them are inactive. The other two move only maybe 250 Mcf/day into Equitable’s system 

and only one of these, in my opinion, is connected to the Crooked Creek facilities.

Q. DOES HUNTLEY & HUNTLEY USE ANY GATHERING FACILITIES IN ITS 
OPERATIONS?

A. Yes. but with the possible exception of the two active meters noted above, none of

Huntley & Huntley’s wells connect to “gathering” lines operated by Equitable. Instead, 

Huntley & Huntley operates its own gathering system. This system includes roughly fifty 

(50) miles of gas pipeline. Our coverage area in western Pennsylvania is roughly twenty 

(20) miles long and five (5) miles wide. These lines feed into distribution lines operated 

by Equitable, which are used to serve end users located in Equitable’s system. Huntley &. 

Huntley’s gathering lines typically operate at pressures of fifty (50) to one hundred 

twenty (120) psi. Regulators are used to reduce the pressure as gas moves from Huntley 

& Huntley's gathering lines into Equitable’s distribution lines. Huntley & Huntley

I !.<\I<:82K87. ’/IND0‘K,-252.'o2 -4-
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regulators generally allow gas to flow freely though the Huntley & Huntley gathering

system and into Equitable’s distribution lines at a pressure set point of25 psi.

Q. HAS EQUITABLE CHARGED HUNTLEY & HUNTLEY UNDER RATE AGS?

A. Yes. Reluctantly, Huntley has been paying a $0.25/Dth “gathering” fee to Equitable 

under Rate AGS for approximately the last two and one-half (2.5) years. We did not 

negotiate this fee. Equitable just called us and said this is what we had to pay to move 

our gas. From September 2005 production through the June 2008 production month, the 

fee has generated $994,740 for Equitable, but has produced no direct or known benefits 

for Huntley & Huntley. We have questioned the utility’s representatives as to the basis 

for these charges. Equitable’s representatives (including Steve Rafferty and Willy Drane) 

have indicated to me and to my colleagues that the gathering charges are required to 

support improvements to the utility’s gathering system. Yet we have pointed out that 

Huntley & Huntley's wells are not located on gathering lines operated by Equitable (with 

the one or two exceptions noted above). We also have explained that, to our knowledge, 

any improvements to the utility’s gathering lines are in Armstrong County and Clarion 

County, which are not areas in which Huntley & Huntley has any wells.

Q. DOES HUNTLEY & HUNTLEY HAVE PRODUCTION CONNECTED TO 
OTHER GAS UTILITIES?

A. Yes. We have two sites on Old Equitable pipe in which production exists and flows to 

Dominion Peoples’ system. Otherwise, none of Huntley & Huntley wells in western 

Pennsylvania are connected to any other pipeline system. Out of Huntley & Huntley's 

300 existing wells, about 225 are nowhere near any other gas pipeline system. 

Realistically, these 225 wells are completely captive to Equitable.

H.\K:828S7.]/iNIX)49-25.:.552 - 3 -
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Q. PLEASE DESCRIBE HOW HUNTLEY & HUNTLEY DETERMINES
WHETHER TO DRILL NEW WELLS FOR CONNECTION TO EQUITABLE’S 
SYSTEM.

A, Before drilling new wells in the vicinity of Equitable’s distribution lines. Mike

Hillebrand, Vice-President of Huntley & Huntley, or I generally confer with Equitable’s 

officers and employees for the purpose of ensuring that the utility will be able to accept 

and transport the new gas. Among other things, these consultations focus on the distance 

from any new wells to Equitable’s 25 psi distribution lines, on whether these lines have 

the capacity needed to accept additional gas, and on whether new easements or rights-of- 

way are needed in order to link the new wells to Equitable’s lines. Typically, we contact 

Stephen C. Rafferty of Equitable by telephone, and we identify the area where we arc 

planning to drill new wells. Much of Huntley & Huntley’s drilling activity is located in 

areas designated by Equitable as Region A or Region B, with Region B being the most 

common area. Typically, Mr. Rafferty then authorizes Huntley & Huntley’s 

representatives to meet with Equitable's representatives at the utility's local office. For 

Region B production, the assigned office is located in McKeesport, Pennsylvania. A 

meeting is then held, and the participants review the available maps and diagrams, 

determine the distances to Equitable’s 25 psi lines, assess whether Equitable’s lines have 

enough capacity, evaluate whether any additional rights-of-way must be acquired, and 

address other logistical or engineering issues.

Q. YOU STATED EARLIER THAT EQUITABLE HAS REFUSED TO SET NEW
METER TAPS AND METERS FOR SOME NEW WELLS. WHY DID HUNTLEY 
& HUNTLEY DRILL THESE NEW WELLS?

A. Huntley & Huntley does not proceed with well drilling within Equitable’s sendee

territory unless the Equitable representatives have indicated in advance that it will be 

feasible to connect the well(s) into Equitable’s lines. Accordingly, consistent with the

ilAR:82887.1.'INI)049-:5?552 -6-
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process described above, in August or September of 2007, Huntley & Huntley’s 

representatives contacted Mr. Rafferty at Equitable regarding plans for five new wells in 

Region B. Consistent with past practice. Mr. Rafferty encouraged us to meet in 

Equitable’s McKeesport office with Mr. Willy Drane and Mr. Bill Brown. Mr. Mike 

Hillebrand and Mr. Eric Finley of Huntley & Huntley then met w ith the utility’s 

representatives at this office. Equitable’s representatives indicated that the utility would 

be able to take the gas from these new' wells. Each of the new' wells was found to be 

close to the existing 25 psi on the utility’s distribution lines, and these lines had the 

capacity to move this gas. The participants recognized that acquisition of additional 

rights-of-way was not required. They also recognized that four new taps could be used 

for these five new' wells. (One of the taps could be used by tw-o nearby wells. The other 

three taps w-ould each be used for one w'ell.) Based upon this meeting and the position 

taken by the utility, Huntley & Huntley decided to move forward with the drilling of 

these new' wells.

Q. WHEN WERE THESE NEW WELLS COMPLETED?

A. Wc completed the installation of these five new wells, which arc located within

Equitable’s service territory and near Equitable’s distribution lines, at the end of 2007 in 

November and/or December.

Q. DID HUNTLEY & HUNTLEY REQUEST NEW METER TAPS AND METERS 
FOR THESE NEW WELLS?

A. Yes, consistent with our past practice, 1 requested the installation of taps on Equitable’s 

w'ebsitc. I also contacted Steve Rafferty of Equitable and requested installation of new 

meter taps for these wells. Consistent with the prior discussions described above, I asked 

Equitable to install four taps that w-ould be used to service the five new wells. Copies of

- 7 -1 IAK:82^S7.] 'IND0J<)-.53552
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the website receipts covering Huntley & Huntley’s requests for taps are attached as 

Exhibit KM-i.

Q, WHAT WAS EQUITABLE’S RESPONSE TO YOUR REQUESTS?

A. Equitable’s representatives initially indicated to me and to my colleagues that these taps 

would not be installed unless Huntley & Huntley agreed to pay a fifty cent (SO.50) 

gathering charge and a five percent (5%) shrinkage (or retainage) amount. Then 

Equitable demanded higher rates, and most recently Equitable has said it cannot accept 

our new gas because its gathering pipelines allegedly are operating at full capacity.

Q. IN YOUR OPINION, IS EQUH ABLE’S MOST RECENT REASON FOR ITS 
REFUSAL TO INSTALL YOUR NEW TAPS A VALID REASON?

A. No. 1 have no reason or basis to believe that this applies to our requested meter tap 

locations or that Equitable’s distribution pipelines, to which our wells are connected 

through our own gathering lines, are operating at full capacity. On the basis of a 

discovery response, Equitable has now agreed. 10GA asked Equitable whether our new' 

meter tap request sites w'ere located on any portion of Equitable’s system that is operating 

at full capacity, and Equitable’s response is no. Our taps are (a) through (e) on the 

discovery response, which is attached as Exhibit K.M-2.

Q. IN VIEW OF THIS RESPONSE, HAS EQUITABLE NOW AGREED TO 
INSTALL YOUR NEW TAPS?

A. No, Equitable has not contacted us to tell us that it will install them.

Q. ARE YOU AWARE OF ANY OTHER VALID REASON FOR EQUITABLE’S
REFUSAL TO INSTALL THESE NEW TAPS?

A. No. According to Equitable’s answer to lOGA’s amended complaint and Equitable’s 

discovery responses, Equitable has imposed a “moratorium" on new meter taps because 

of its concern that adding incremental gas to the gathering system will increase

HAK:82S87. WIN 1XM‘>.253552 -8-
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Equitable’s level of lost and unaccounted for (“LUFG”) on the gathering system. As the 

production from these five new wells will not How through Equitable’s gathering system, 

that reason does not justify Equitable’s continued refusal to install these new taps. 

Moreover, Equitable has installed new meter taps since this so-called moratorium has 

been in place.

Q. IS THE COST OF INSTALLING THE NEW METER TAPS PREVENTING 
EQUITABLE FROM INSTALLING THEM?

A. No. Huntley & Huntley purchases and supplies the meters meeting Equitable’s

specifications. Typically, Huntley & Huntley also purchases and supplies any gas 

regulators needed to reduce the pressure of the gas moving from its gathering lines 

(which have one maximum allowable operating pressure), if necessary, to Equitable’s 

distribution lines (which have a lower maximum allowable operating pressure). Huntley 

& Huntley also supplies additional gas treatment equipment to improve the quality of the 

gas for end users, if necessary.

Q. IS THE TIME FOR INSTALLATION OF NEW' TAPS AND METERS 
PREVENTING EQUITABLE FROM INSTALLING THEM?

A. Not in my opinion. Installation of a new tap and a new meter typically is completed by 

Equitable within one work day.

Q. ARE ADDITIONAL OPERATIONAL COSTS FOR THE NEW' METERS 
PREVENTING EQUITABLE FROM INSTALLING THE TAPS?

A. No. Once the new meter is installed, the utility should bear little or no additional 

operating costs. Utility personnel do read the meters periodically, but that is not a 

difficult or time-consuming task. In fact, it is no more difficult than reading one of 

Equitable’s customer meters.

Q. WHAT HAS BEEN THE EFFECT ON HUNTLEY & HUNTLEY OF 
EQUITABLE’S REFUSAL TO INSTALL THESE NEW TAPS?

IIAtCtOW? l.'INl)04y-25?552 - 9 -
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A. Equitable’s actions have harmed Huntley & Huntley in numerous ways. To start with, if 

the utility is allowed to impose a SO.50 ‘‘gathering charge” on all production from our 

company’s wells, this would equate to a cost of roughly S1.0 - $1.1 million per year. 

Likewise, if imposed on all production from Huntley & Huntley’s wells, Equitable’s 5% 

“shrinkage” or “retainage” fee would produce a direct cost of another SI .0 to S 1.1 

million. These new charges, together with the delays caused by Equitable’s refusal to 

install new meter taps, have harmful economic effects. In fact, by itself, additional delay 

in the installation of new taps significantly reduces the return earned by Huntley & 

Huntley and by its investors. This in turn will discourage new investment in natural gas 

production in Pennsylvania. As investors recognize that there are delays in starting 

production and that such delays could be of unknown duration, investors will view these 

projects as having increased risks and uncertainties. This will inevitably make it more 

difficult to attract new investment for exploration and drilling. As risks increase, 

investors will also seek a higher rate of return. In my view, this will inevitably tend to 

discourage exploration and drilling within Equitable’s service territory. In fact, we have 

several leases on old Equitable pipe that we have intentionally not drilled due this 

situation.

Additionally, during the period in which the wells are installed but are not 

producing gas, Huntley & Huntley must make quarterly “shut-in” payments to the 

landowners who own the land on which the wells are installed. As a result, Huntley & 

Huntley incurs additional costs, but receives no operating revenue from these wells.

While the landowners receive “shut-in” payments, their compensation is far lower than it 

would be if the wells were in production. When production begins, the landowners are
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1

2

3

4

5

6

7

8

9

10

11

• ->

13

14

15

16

17

18

19

20

21

22

"3

entitled to royalty payments, which are based upon a share of the gross sales proceeds on 

the gas. As of this date, however, the landowners who signed the leases for these live 

new wells are not receiving any royalty payments. Like Huntley & Huntley, the 

landowners are suffering economic losses as a direct result of Equitable’s refusal to 

install the necessary taps and meters. This in turn damages Huntley & Huntley’s 

relationships with the landowners, thereby discouraging other property owners from 

entering into leases with our company.

In all probability, as this delay continues, it will also cause physical deterioration 

in the gas fields. After a w'ell is drilled, water generally is injected into the well for the 

purpose of stimulating gas flow. Water and sand are used to break up the sandstone rock 

and allow the gas to flow more freely. If production does not actually begin, however, 

the water is not removed in the usual way and will damage the surrounding gas reservoir. 

The water often will cause swelling in the clay found in pores w ithin these formations. 

This reduces porosity, which frequently reduces the volume of gas that can be produced.

Equitable's refusal to set meter taps for our new Pennsylvania production wells 

harms us in other w'ays as well, First, in some areas, our new w'ells draw' gas from fields 

also used by other producers. New production wells must be connected as soon as 

possible because every day that the new' meter taps are not set wc lose the ability to draw 

the natural gas that other producers arc drawing from the same source. Second, in 

addition to losing an undeterminable amount of gas to other producers, under the "rule of 

capture" wc have no right to claim damages against these other producers for taking the 

gas from the common field. Third, our ability to fulfill our contractual obligations to 

Hess Corporation is jeopardized, creating the possibility of a permanent loss of goodwill.
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Fourth, the utility’s refusal to set these meter taps has impaired our ability to lock in 

favorable prices through hedging. Since there is uncertainty with respect to Huntley & 

Huntley’s production volume, it is extremely difficult, if not impossible, to engage fully 

in physical hedging. The overall effect of Equitable's refusal to set meter taps for our 

new Pennsylvania production wells is to reduce our revenues, weaken our competitive 

position in the market, and diminish the Pennsylvania natural gas supply available on 

Equitable's system and in Western Pennsylvania.

As stated above, at no time has Equitable told Huntley & Huntley that it cannot 

install our new production meter taps due to safety or reliability concerns. Evidently, the 

utility is seeking to increase its own revenue without regard to the economic injuries 

attributable to its actions.

Q. HAS EQUITABLE TAKEN ANY ACTIONS THAT HAVE AFFECTED 
HUNTLEY & HUNTLEY'S OPERATIONS?

A. Yes. In recent years, the utility has set Huntley & Huntley’s regulators to operate at a 

pressure of 23.5 psi. Yet Equitable sets its own regulators to operate at the 25 psi 

maximum allowable operating pressure, thereby allowing Equitable’s systems to have 

primary flow. As a result, during very cold temperatures, and especially at night, the 

Huntley & Huntley gas either does not flow or does not flow at a rate anywhere close to 

capacity, while gas on Equitable’s own gathering lines continues to flow. Equitable has 

refused to install taps and meters required for new wells, and also has failed to respond 

on a timely basis to requests for meter replacement. In a number of instances, Huntley & 

Huntley has informed the utility that particular meters are inoperative and has requested 

installation of replacement equipment. Many limes, however, Equitable has simply 

refused to respond to these requests. Recently, the utility also has refused to share its

IIAR-K2KS7.|/)NI.XU‘j.25j552 - 12 -
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meter readings with Huntlev & Huntley. In the past. Equitable would provide the 

monthly meter readings to Huntley & Huntley and would identify the specific day within 

the month on which production would begin (the “on day”) and the specific day on which 

monthly production would end (the “off day”). Now the utility refuses to provide this 

information, which makes it considerably more difficult for Huntley & Huntley to 

accurately track monthly production and to check the figures supplied by Equitable.

Q. WHAT IS YOUR UNDERSTANDING OF EQUITABLE’S RATE AGS COST 
RECOVERY PROPOSAL IN THIS PROCEEDING?

A. Equitable is requesting to be able to continue charging producers for transportation over 

what Equitable calls its gathering system, and is seeking to recover an additional S7.5 

million, or over 124%, in additional Rate AGS revenue.

Q. IF EQUITABLE’S RATE AGS COST RECOVERY PROPOSAL IS ADOPTED 
BY THE COMMISSION, HOW WILL IT EFFECT HUNTLEY & HUNTLEY’S 
GAS OPERATIONS IN WESTERN PENNSYLVANIA?

A. If the Commission approves Equitable’s proposal but agrees with us that our production 

is not subject to Rate AGS, approval will not adversely affect us. However, if the 

Commission rules that our production is subject to Rate AGS and Equitable is able to 

increase our gathering rates, production flowing through those meters may no longer be 

profitable to produce, depending on the price of gas. We are already considering moving 

as much of our gas from Equitable’s system and not drilling on their pipe in the future, so 

subjecting our production to higher charges under Rate AGS could be the last straw.

Q. WHAT SHOULD THE COMMISSION DO ABOUT THE RATE AGS CHARGES 
HUNTLEY & HUNTLEY HAS ALREADY PAID?

A. The Commission should order Equitable to refund all these charges, with interest.

Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?

A. Yes.

HA KfOSKT.l/lNIXM1;-253552 - 13 -
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Docket No. R-2008-2029325 
Item: lOGA-V-5 
Prepared by: Thomas P. Wiggers 
Title: Director Gas Supply

PQUITABl.F. GAS COMPANY
Response to Interrogatories of the
Independent Oil and Gas Association of Pennsylvania

Item: IOGA-V-5

Are any of the following new meter tap request sites located on any portion of the 
pipeline system identified in your response to No. I above? If so, for each new meter lap 
site please identify the particular pipeline portion and provide a pipeline map indicating 
these sites.

(a) Westmoreland County. North l luntington Township 
GPS Latitude: 40.351864
GPS Longitude: 79.768258

(b) Allegheny County, Monroeville Township 
GPS Latitude: 40.397542
GPS Longitude: 79.802494

(c) Allegheny Count)'. Monroeville Township 
GPS Latitude: 40.40171 1
GPS Longitude: 79.749408

(d) Allegheny Township, Monroeville Township 
GPS Latitude: 40.396806
GPS Longitude: 79.797489

(e) Allegheny Count)'. White Oak Borough Township 
GPS Latitude: 40.329778
GPS Longitude: 79.784189

t’O Westmoreland County. Traffbrd Borough
CiPS Latitude: 40.381279 
GPS Longitude: 79.756125

(g) Allegheny County. Monroeville Township 
GPS Latitude: 40.42422
GPS Longitude: 79.79076

(h) Allegheny County, South Versailles Township 
GPS Latitude: 40.36047
GPS Longitude: 79.79698

Response:

Yes. 'The meter tap request identified in part (g) is located on a portion of the pipeline 
system identified in the response to IOGA-V-1. Please see the attached map for more 
detail.
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IOGA St. No. 3

BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Pennsylvania Public Utility Commission 

v,

Equitable Gas Company

Independent Oil and Gas Association of 
Pennsylvania,

Complainant
v,

Equitable Gas Company,
Respondent

R-2008-2029325

C-20066800

DIRECT TESTIMONY 

OF

MIKE H1LLEBRAND

On Behalf of

The Independent Oil and Gas Association of Pennsylvania

Topics Addressed

Facilities Subject to Rate AGS 
New Meter Tap & Meter Approval Process 

Operational Issues

October 8, 2008



1 Q.

3 A.

4
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6 Q.

7 A.
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9 Q.

10 A.

n
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17 A.

18
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22 Q.

23 A.

24

PLEASE STATE YOUR NAME, AND DESCRIBE BY WHOM YOU ARE 
EMPLOYED AND IN WHAT CAPACITY.

My name is Mike Hillebrand. 1 am the Vice-President of Huntley & Huntley, Inc. 

(“Huntley & Huntley”). I have worked at Huntley & Huntley for about eleven (11) years, 

and I have worked in natural gas exploration and production since 1986.

PLEASE STATE YOUR EDUCATIONAL BACKGROUND AND EXPERIENCE.

1 have a B.S. in Petroleum And Natural Gas Engineering from Pennsylvania State 

University.

PLEASE DESCRIBE THE PURPOSE OF YOUR TESTIMONY.

The purpose of my testimony is support lOGA’s position in this matter and to cooberate 

the testimony of my colleague, Keith Mangini, concerning Equitable Gas Company’s 

(“Equitable” or “utility”) refusal to install our new' taps and the adverse effects of 

Equitable’s actions on Huntley & Huntley, Equitable’s customers and the western 

Pennsylvania economy.

PLEASE DESCRIBE HUNTLEY & HUNTLEY AND ITS RECENT WELL 
DRILLING ACTIVITIES.

As Mr. Mangini explains, Huntley & Huntley is a leading natural gas producer in western 

Pennsylvania. Our company completed the construction of five new' production wells in 

the last two months of 2007. Huntley & Huntley, however, has been unable to begin 

production from these wells because Equitable has refused to install the required meters 

and taps.

WHY HAS EQUITABLE REFUSED TO INSTALL THESE TAPS?

! spoke directly to Stephen C. Rafferty, an Equitable Vice-President (at least at that time) 

regarding the utility’s actions. Eric Finley, an engineer who reports to me, also has 

spoken directly to an Equitable Held manager or field supervisor, Willy Dvane. Mr.

I IAR.H2K86. |/|Nr>()4l>-253552
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22
23

Rafferty and Mr. Drane stated that Equitable will not install any new meters or taps 

unless Huntley & Huntley agrees to pay a $0.50 per Decatherm “gathering charge,” plus 

a 5% “retainage fee” or “shrinkage fee.”

Q. WHAT WAS YOUR RESPONSE?

A. I explained to Equitable’s representatives that, with the possible exception of the two 

active meters noted by Mr. Mangini, Huntley & Huntley does not transport any gas 

through gathering lines operated by the utility. Instead, our gas flows through Huntley & 

Huntley’s own gathering lines. The utility’s representatives have never denied this basic 

fact. Furthermore, as I have explained to Equitable’s representatives, a 5% “retainage” or 

“shrinkage” charge under Rate AGS cannot possibly be justified on gas delivered directly 

into distribution lines. “Shrinkage” should be minimal or non-existent on gas moving 

short distances in distribution lines. In addition, I have explained that there is no 

justification for charging both producers under Rate AGS and end users under Tariff Rule 

11.4 for “shrinkage” on the same lines. Here again, in my conversations with the utility’s 

representatives, they have never adequately addressed these fundamental points.

Q. WHERE ARE HUNTLEY & HUNTLEY’S WELLS LOCATED?

A. Many of Huntley & Huntley’s wells are located in boroughs and townships within

Allegheny County, in areas close to Pittsburgh. Our wells are located in city parks, golf 

courses, cemeteries, industrial areas, and in other areas. As a result, Huntley & Huntley 

is producing gas in areas that are very near to end users located on Equitable’s 

distribution lines.

Q. HOW IS HUNTLEY & HUNTLEY’S PENNSYLVANIA PRODUCTION 
DELIVERED TO EQUITABLE’S PIPELINES?

HAK:P288ft.l''INnOJf>-253552



1

2

3

4

5
6

7

8

9

10

11

12

14

15

16

17

18

19

20

21

22

23

A. The gas produced by Huntley & Huntley is delivered through Huntley & Huntley’s 

gathering lines and into Equitable’s distribution system. To my knowledge, no gas 

produced by Huntley & Huntley is delivered through gathering lines owned or operated 

by the utility or its affiliates, other than possibly the two active meters mentioned above.

Q. HAS EQUITABLE’S REFUSAL TO SET THESE NEW TAPS AFFECTED 
HUNTLEY & HUNTLEY’S OPERATIONS?

A. Yes. As explained in Mr. Mangini’s affidavit, Equitable’s refusal to allow production by 

these wells has directly harmed Huntley & Huntley. To start with, the utility’s actions 

have temporarily prevented the company from generating any revenue on these five 

wells. Even if these wells are eventually hooked up to the utility and even if they still 

have approximately 20 years of production, which is uncertain, revenue produced at the 

back end of this 20 year lifespan has a substantially lower present value than revenue that 

could have been produced now or during the last few months.

By preventing the production of natural gas from these new wells, Equitable’s 

actions have damaged Huntley & Huntley’s relationships with landowners, especially 

with the landowners who entered into leases authorizing the installation of these wells. 

Based upon our company’s prior track record, these landowners expected to receive 

royalty payments from Huntley & Huntley within a short period of time after the wells 

were installed; however, royalty payments are tied to the gross sales proceeds from the 

wells, and royalties are due only when the wells are actually producing gas. In 

accordance with the leases, Huntley & Huntley is making shut-in payments to these 

landowners, but these payments arc much lower than the royalties that the landowners 

would receive if Equitable had installed the necessary taps and meters. Accordingly, due 

to Equitable’s refusal to install these taps. Huntley & Huntley’s reputation in the
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landowner community is being damaged, which will make it more difficult to obtain 

leases in the future.

The utility’s refusal to install the required meters and taps also has impaired 

Huntley & Huntley’s ability to engage in hedging. Where appropriate, Huntley & 

Huntley uses physical hedges to lock in natural gas prices. With respect to the five wells 

left untapped by Equitable, however, since the initial production date and the volume of 

gas that will be produced are highly uncertain, it is extremely difficult, if not impossible, 

to make hedging decisions. Effectively, this means that Huntley & Huntley has been 

denied the ability to lock in sales prices in the usual manner.

Additionally, the utility’s delay will in all likelihood produce physical 

deterioration in the gas reservoirs. Consistent with Huntley & Huntley’s standard 

practice, fresh water was injected into these wells in order to stimulate production. The 

wells are drilled in sandstone formations. Water and sand are pumped in to crack or 

break up the rock. Typically, at least half of the water is then pumped out when 

production begins. Yet these five wells are now inactive. As a result, much more of this 

water will be absorbed into the clay found in pores within the sandstone formation. This 

will actually reduce the porosity of the sandstone and will impair Huntley & Huntley’s 

ability to reach the maximum production levels.

Furthermore, the utility’s actions have harmed and will continue to harm Huntley 

& Huntley’s relationships with its investors. Historically, for most wells, our investors 

have supplied two-thirds or three-quarters of the necessary capital. Their participation is 

absolutely critical to further exploration and drilling in western Pennsylvania. As 

investors become aware of the risks associated with Equitable’s refusal to install essential

I iA02HHC>.l/INDiM 9-253552 -4-



1 taps and meters, they will be more reluctant to invest in future wells and may insist upon

2 a higher rate of return. In either case, the number of new wells will almost certainly

3 decline, and production in western Pennsylvania will be lower than it would otherwise

4 be.

5 Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?

6 A. Yes.

7
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Q. PLEASE STATE YOUR NAME, AND DESCRIBE BY WHOM YOU ARE 
EMPLOYED AND IN WHAT CAPACITY.

A. My name is D. Marc Jacobs, Jr. I am a Vice President of Pcnneco Oil Company

(“Penneco"), whose headquarters is located at 6608 Route 22, P.O. Box 300, Delmont, 

PA. I have worked at Penneco for about 23 years in various positions.

Q. PLEASE STATE YOUR EDUCATIONAL BACKGROUND.

A. 1 have a BS degree in Theology from Hyles Anderson College.

Q. PLEASE DESCRIBE THE PURPOSE OF YOUR TESTIMONY.

A. The overall purpose of my testimony is to support the positions of the independent Oil

and Gas Association of PA (‘TOGA”) in this matter. More specifically, the purpose of 

my testimony is to explain Penneco’s operations on Equitable Gas Company's 

(“Equitable") system and our dealings with Equitable concerning requests for new meter 

taps and meters for our new production. I also explain the harm caused by Equitable’s 

refusal to set our requested new mater taps and meters, and the adverse consequences to 

our company. Equitable’s customers and the development of new Pennsylvania 

production on Equitable’s system if Equitable’s Rate AGS cost recovery proposal is 

approved.

Q. PLEASE DESCRIBE PENNECO AND ITS OPERATIONS.

A. Penneco is a Commission-licensed natural gas supplier (A-125104) and a producer of 

Pennsylvania natural gas through wells located on the pipeline system of Equitable as 

well as on the systems of other PUC-regulated utilities. Penneco is a member of IOGA. 

We employ about 50 people in our gas operations. Penneco currently has about 145 local 

production wells located on Equitable's pipeline system. About 115 of these wells are 

nowhere near any other gas pipeline so, realistically, these wells are completely captive

-1 -HAR:82893.MN[)04‘>-:53552
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8 A.

9

10

11

12 Q
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20 Q-

21 A.

22

23

24 Q.

to Equitable. At the present time, we sell nearly 100% of our Pennsylvania production on 

Equitable's system to Equitable for system supply. We transport a very small amount of 

our own gas on Equitable’s system and sell it to end users.

DOES EQUITABLE CHARGE PENNECO UNDER RATE AGS?

Yes. Equitable charges us under Rate AGS and deducts the charges from its payments to 

us for our gas.

DO YOU HAVE AN OPINION WHY EQUITABLE BUYS YOUR GAS?

Yes. My understanding is that gas utilities in Pennsylvania are required to purchase the

least cost gas. Our Pennsylvania production is traditionally a lower cost, more reliable

supply compared to gas delivered through the interstate pipelines. We sell our gas to

Equitable based on the DTI index, so the costs do not include interstate pipeline charges.

DOES PENNECO HAVE PENNSYLVANIA PRODUCTION CONNECTED TO 
OTHER GAS UTILITIES?

Yes, we have about 800 wells connected to the pipelines of other utilities, including 

Dominion Peoples, T.W. Phillips Oil and Gas Company, Columbia Gas Company of PA 

and Columbia Gas Transmission Corporation.

ARE YOU FAMILIAR WITH EQUITABLE'S RATE AGS COST RECOVERY 
PROPOSAL IN THIS PROCEEDING?

Yes.

WHAT IS YOUR UNDERSTANDING OF EQUITABLE’S PROPOSAL?

Equitable wants to charge producers and marketers, rather than end-use customers, for 

what Equitable calls its gathering system. Equitable is seeking over $7 million, or over 

124%, in additional Rate AGS revenue, from producers and marketers.

HAS PENNECO NEGOTIATED THE CHARGES IT PAYS UNDER RATE AGS?

I IAR:W8^3.1 /INI )04 <1-253 552
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A. No. Equitable just calls us and tells us what the new rates are when our gas purchase 

agreements are nearing their expiration.

Q. IF EQUITABLE’S PROPOSAL IS ADOPTED BY THE COMMISSION, HOW 
WILL IT EFFECT PENNECO S GAS OPERATIONS IN WESTERN 
PENNSYLVANIA?

A. If Equitable is able to increase our gathering rates by 124%, production flowing through 

those meters may no longer be profitable to produce depending on the price of gas. If gas 

is no longer profitable to produce on Equitable’s system, Penneco would have to move its 

local production off Equitable’s system or shut it in. This would adversely affect 

Equitable’s customers by depriving them of traditionally lower priced and more reliable 

Pennsylvania production. Also, in view of the significant investment to drill a well, 

reduced volumes and revenues would also require us to scale back our development of 

new Pennsylvania production on Equitable’s system or stop altogether. Finally, 

significantly reduced volumes and revenues would have adverse consequences for our 

employees and the economy in Western Pennsylvania.

Q. DID PENNECO DRILL ANY NEW WELLS RECENTLY FOR CONNECTION 
TO EQUITABLE’S SYSTEM?

A. Yes. During 2007, we drilled a local production well (Trafford Borough #1) located in 

Westmoreland County, Pennsylvania, that was ready for connection to Equitable's 

pipeline system (also located in Westmoreland County) in early 2008. Another well 

(Emmick Unit/Rusnak) located in South Versailles Twp, Allegheny County was finished 

on August 28, 2008 and is also ready for connection to the nearby Equitable pipeline 

system. We also planned on drilling another local production well (Pedula) in 2008 for 

connection to Equitable’s pipeline system. Other producers, which include an Equitable 

affiliate in the case of our Emmick Unit (Rusnak) well, operate in relative close

- 3 -liAR:S28y.Vl/IND04«>-25.'55:
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proximity to these new wells and therefore could draw gas from the same geological 

horizons.

Q. WHY DID PENNFXO DECIDE TO DRILL THESE WELLS?

A. In accordance with past practice, 1 made “market inquiries” to Equitable before we 

decided to drill these new wells. A market inquiry is simply a request to Equitable to 

confirm that the area in which Penneco wants to drill has pipelines with the capacity to 

receive the new production, meaning that there is a market for the gas and no pipeline 

system constraints. Usually I fax a map detailing Penneco’s area of interest and 

Equitable will fax back either my map with the available pipelines drawn in - often with 

notes about pipeline size and capacity, and system pressure - or a corresponding 

Equitable map showing this information.

If Equitable responds signifying that there is a pipeline with available capacity, 

we proceed to make arrangements to drill the well and request a meter tap and a “turn in 

line” (TIL) date. We currently have 7 wells (5 in Allegheny County and 2 in Armstrong 

County) for which significant “pre-drilling** actions have been initiated as a result of such 

responses.

Q. HAVE THESE WELLS BEEN COMPLETED?

A. Yes. The Trafford Borough ^1 well was completed June 19, 2008. The Emmick Unit 

(Rusnak) well was “drilled in” August 28, 2008. The Pcdula well has not been drilled, 

although we are ready to drill it in the next month or two.

Q. DID ANY OF YOU ASK EQUITABLE TO INSTALL NEW METER TAPS AND 
METERS FOR THIS NEW PRODUCTION?

A. Yes. In accordance with Equitable's procedure, as summarized above, Penneco online 

requests through Equitable's website for three (3) new meter taps for the Trafford

- 4 -IIAKS28<n.i/INDo40-25.!552
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Borough # 1, Pcdula and Rusnak (unitized as Emmick Unit) production wells on January 

31, 2008 (Trafford Borough #1, requested TIL date 5/1/08) and on April 1, 2008 (Pedula 

and Rusnak, requested TIL dates 6/1/08). Copies of the market inquiries, Equitable’s 

responses, the online meter tap requests, and emails identifying the purchaser of the gas 

and estimated daily volume for each of these new wells are attached as Exhibit DMJ-1. I 

have since learned that the request for the Pedula tap included a map correctly showing 

the location, but the GPS coordinates were incorrect. The correct GPS coordinates for 

this meter tap location are Latitude 40.405359, Longitude 79.767694.

Q. WHAT WAS EQUITABLE'S RESPONSE TO YOUR REQUESTS?

A. As in the past, we did not receive any written approval or denial from Equitable in

response to these online meter tap requests. In the past, after the online requests the next 

correspondence from Equitable is generally the invoice for the tap materials and 

installation. The only time we have received a written response to an online meter tap 

request was when Equitable denied a tap request after Equitable had confirmed in its 

written response to our market inquiry that the Equitable pipeline “appeared to be a 

viable alternative” for our new production.

Q. WHAT DID YOU DO AFTER RECEIVING NO RESPONSE FROM EQUITABLE 
TO YOUR REQUESTS.

A. After we received no responses whatsoever to the Trafford Borough #1, Pedula and

Rusnak meter tap requests, I called Willy Dranc. my contact at Equitable, during the first 

week of August 2008 for an update. The gist of our discussion was that there is a 

“moratorium” on new meter taps because of the then-ongoing negotiations between 

Equitable and IOGA concerning lOGA’s complaint against Rate AGS, and that they 

would be glad to set the new taps when they were given the “green light” from
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headquarters. On August 14, 2008, 1 faxed another request for the taps to Willy Drane 

and asked what rate was required to set these taps. Equitable has not responded.

Q. HAVE THESE TAPS BEEN INSTALLED?

A. No.

Q. ARE YOU AWARE OF ANY REASONS OTHER THAN THE MORATORIUM 
WHY THESE TAPS HAVE NOT BEEN INSTALLED?

A. Yes. We learned in the beginning of September 2008 that Equitable is claiming that it

cannot set our requested taps because its gathering pipelines are operating at full capacity.

Q. WHAT IS YOUR RESPONSE?

A. Even if that is true for some portions of Equitable's system, we do not believe that reason

applies to our three (3) requested taps. In a discovery response, Equitable stated that the 

Trafford Borough and Rusnak taps are not located in areas of full capacity, but identified 

the Pedula tap as located on a pipeline operating at full capacity. A copy of Equitable’s 

response is attached as Exhibit DMJ-2. However, as I stated above, the GPS coordinates 

for this tap that we provided to Equitable were incorrect. We believe that if Equitable 

had the correct GPS coordinates, which it now docs because we also resubmitted our 

Pedula request online with the correct coordinates on September 30, 2008 , its response 

concerning the Pedula tap location would have been the same as for the other two 

because it is in the vicinity of the other two tap request locations.

Q. WHAT IS THE EFFECT ON PENNECO’S GAS OPERATIONS OF 
EQUITABLE'S REFUSAL TO SET THESE NEW METER TAPS?

A. Equitable’s refusal to set meter laps for these new wells harms Penneco in the following 

ways. First, our new wells will draw gas from fields to which other producers have 

access. These Helds include wells owned by Equitable’s production affiliates. So, any
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delay in flowing gas from our new wells reduces the volumes we can draw because the 

wells have limited useful lives.

Second, we lose an undeterminable amount of gas to other producers. Under the 

"rule of capture" we have no right to claim damages against these other producers for 

taking the gas from our common field.

Third, after a well is drilled, water generally is injected into the well for the 

purpose of stimulating gas flow. Water and sand are used to fracture and prop open the 

sandstone rock to allow the gas to flow more freely from beyond the wellbore. This is 

known in the industry as a "frac" job. However, if production does not actually begin, 

the water is not removed in the usual way and can damage the surrounding gas reservoir. 

The water often will cause swelling in the clay found in pores within these formations. 

This can reduce porosity and permeability, which would diminish the volume of gas that 

can be produced. Thus, the physical deterioration of the surrounding gas reservoir of 

Trafford Borough #1 will increase the longer frac water remains because no gas is 

flowing, which will continue to reduce the volume of gas that can be produced (Emmick 

Unit had a natural flow negating the need to frac for the time being).

Fourth. Penneco’s ability to use its new production to lock in favorable prices 

through hedging is impaired because we are uncertain of our production volumes.

Q. PLEASE SUMMARIZE PENNECO’S POSITION.

A. The overall effect of Equitable's Rate AGS cost recovery proposal, if adopted, and

Equitable’s refusal to set meter taps for our new' Pennsylvania production wells, will be to 

decrease our revenues and financial resources and thus weaken our competitive position 

in the market, force us to shift our drilling program off of the Equitable system, and

nAR-.*2K0M/lND<U‘)-25J552 - 7 -



diminish the non-Equitable affiliated Pennsylvania natural gas supply available on 

Equitable’s system and in Western Pennsylvania.

3 Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?

4 A. Yes.
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CloseYour request lias been submitted. Please print this information for your records.

Meter l ap Request

Date. 1/31/2008

Request Type: New meter set

Total Estimated Vol: 75

Pressure: 30

Gas Quality: <1100

Meter Number:

Company Name: Penneco Oil Company

Company Contact: D. Marc Jacobs, Jr.

Company Address: 6608 Rte. 22; Dchnonh PA 1 5626

Company Phone: 7244688232

Company Fax: 7244688230

Company Email: dmaicj (a) penneco.corn

Location Slate: PA

Location County: Westmoreland

Location Quad: tiraddock

Location Township: Trafford Borough

Location Site: Trafford Borough H1

Location District: Equitable Gas
Location Pipeline
Num:

GPS Latitude: 40.381279

GPS Longitude: 79.756125

Requested Turn In
Line Date:

05/01/20O8

Additional Info: 2" plastic on 3rd Street or Homewood Avenue (per Bill Brown map and field 
visit)

Attached File:

Checked
Acknowledgement :

TRUE

l)ttps:/Av'\v\v.eqt.co!ii/(jasMeasiJrcment/metcrlaprec|uesl.aspVpass='3&mail-eqtmtrtap@eql... i/31/2008



Marc Jacobs

om: Mat! Jacobs
ant: Thursday, January 31, 2008 2:53 PM

To. 'TWiggers@eqt.com'
Cc: ,tpetersen@eqt.com'; Marc Jacobs
Subject: New Tap Request

Tom.

Please be advised thal Equitable Gas will be the marketer for the following new tap request:

Well Name: Trafford Borough #1 
Township: Trafford Borough 
County: Westmoteland 
Est. Daily Volume: 75 mcf 
Requested Turn In Date: 5/1/OB 
Shipper: Equitable Gas 
Shipper Contact: Tom Wiggers 
Shipper Phone #: (412) 395-3347

Thanks.

Mathew S. Jacobs

Penneco Oil Company 
6608 Rt. 22, P. O. Box 300 
~ '■Imont, PA 15626 

1) 468-8232 - (Phone)
..A) 468-8230 - (Fax)
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(724)468-6232 office (724)468-8230 fax 
cfmarcj@ponneco.coni PENNECO OIL 

COMPANY,INC.

To: Bill Brown - Equitable Gas From: D. Marc Jacobs, Jr.

Fax: 412-396-3655 Pages: 2

Phono: Date: 7/19/2007

Re: Market Inquiry - Trafford Borough,

Westmoreland Co.

CC:

□ Urgent □ For Review □ Please Comment □ Please Reply □ Please Recycle

• Comments: Do you represent any pipelines w/ capacities to receive production gas in or around the 
area identified on the attached map (Trafford Borough, Westmoreland Co.) ? Please advise.
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CloseYour request has been submitted. Please print this information for your records.

Meter Tap Request

Dale: d/1/2008

Request Type: New meter set

Total Estimated Vol: 50

Pressure. 20
Gas Quality: <1100

Meter Number:

Company Name: Penneco Oil Company

Company Contact: D. Marc Jacobs, Jr.

Company Address: 6608 Route 22, Delmont, PA 15626

Company Phone: 7244688232

Company Pax: 7244688230

Company Email: dnijircj@penneco.com

Location Slate. PA
Location County: Allegheny

Location Quad: McKeesport

Location Township: South Versailles

Location Site: Rusnak )

Location District: Equitable Gas

Location Pipeline
Num:

GPS Latitude: 40.36047

GPS Lunuiiude: 79.79698

Requested Turn In
Line Date:

06/01/2008

Additional info:

Attached Pile:

Checked
Acknowledgement :

TRUE

hlip.s://\vwu\eqU-oni/Ga.sMeasuremenl/mctortaprequest.;isp7pass-3&iiuiil=egcmtrtap@ei]t. 4/1/200K



Marc Jacobs

Matt Jacobs
Tuesday, April 01, 2008 3:11 PM 
'tpetersen@eqt.corn'
Marc Jacobs
FW: New Tap Request

fyi

Mathew S. Jacobs

Penneco Oil Company 
0608 Rt. 22, P. O. Box 300 
Delmont. PA 15626 
(724) 468-8232 - (Phone) 
(724) 460-0230 - (Fax)

n:
_-nt:
To:
Cc:
Subject:

From: Matt Jacob:.
Sent: Tuesday, April 1)1, 20C)B 3:10 PM
To: TWiqcer s@eq t .com'
Subject: New lap Request

Tom,

Please? be advised that Equitable Gas will be the marketer for the following new tap request:

"’'‘W Name: Rusnak #1 
nship- South Versailles 

^■junty: Allegheny 
Esl Daily Volume: 50 mef 
Requested Turn In Date 6/1/00 
Shipper Equitable Gas 
Shipper Contact: Tom Wiguers 
Shipper Phone #: (412) 395-3347

Thanks,

Mathew S. Jacobs

Penneco Oil Company 
6608 Rt. 22. P. O. Box 300 
Delmont, PA 15626 
(724) 468-6232 - (Phone) 
(724) 468-8230 - (Fax)

i
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Marc Jacobs

m:

_w-nt:
To:
Subject:

DoNotReply@eql.coin 
Tuesday, April 01. 2008 1:53 PM 
Marc Jacobs 
New Meter Tap Request

Your request has been submitted. Please print thi 
Meter Tap Request 
Date-. 4/1/200 f)

intormation

Request Type: 
Total Estimated 
Pressure: 20
Gas Quality: 
Meter Number: 
Company Name: 
Company Contact 
Company Address

Mew 
Vol :

<110 0

meter 
5 0

set

Phone: 
Fax : 
Email: 
State: 
County: 
Quad

Company 
Company 
Company 
Location 
Local; ion 
Location 
Location 
Location 
I.oca t ion 
Location 
GPS Latitude: 
'■'"’S Longitude:

Penncco Oil Company 
D. Marc Jacobs, Jr.
6608 Route 22, DeJmont, 

7244688232 
7244600230

dmarcj<6’penneco . com 
PA
Allegheny 

McKeesport

15 626

Township: South Vernailies
Site: Rusnak
District: Equitable Gas
Pipeline Mum:

4 0 . 36047 
79.79696

nested Turn In Line Date: 06/01/2008
•itional Info:

Attached File:
Checked Acknowledgement TRUE

for your records.

1



Ho - 4$j? P- '

Mai ■!4 im !(!: 31 Ail

• tT s-' i is~- ■%
^ i rrFA <u

<G
■ !• ■;%>•-• ?^1C- Ry -0> c AT--;

BAS

7K> \A;hirry C^r-'f K:?J 
'••'rjrtiyjn. PA 'ttt'iZ-Szsi

F^.'Asirnils if^nsmri^-ar

vir;
JA<■*£.$

Company-

•ram:
(Z^<± {fa c<-^yy  ' J-___^

______ ^ ____: ________;

Totel Papes (inciiiifipy .Tpucr -Bh&eft______^

CDni.-n^nfs;

jFgx Nu;T)fc?n_

Phone:

D.i--

•x

A/a.v/
0’C4>

Sl<*e A it'd < href 'wrfip$

- [ i Urgent

j { l-'l«r.r5£ i.ie'vve: ASaF

( } P!e=3i Uoinn

[ } iBep'y /Atj>

[ • j F^ecje Ccin/i*n‘i'•

Trte A-fb^cSoe ccviteAe'l In yil. tenoitrje n-.t5.ro0c is t-ivfir.^w} ^ oef^cpr.t?i one ‘a ir.ArAe^ only fr.r let uto ojt.r 
teur.'idJC’fs} c-t u-oiip’ ."pjnr.d cbo'.t eho hsve b-r=n 5pc;;,'iqri]y sufihorieo' to rec^At ft li* in# resde" A nc; ihe/oicnJsd 
rfcteir.-nlyc-.- =•= hsisljy t'.c-yf.eo'i^i 3J7 ebrsrr/r.'iicir;. eA/Ab'.Aor,; on ’Xeybq- cf fr.Irxr-.riX-rJt^cn :? 
p'/nhictir-.d If you h'A'.'e rcce.'iTedilr eefvin.T.lcrUlr.s'.tk. piotiie noafy i;;-: n.rieAAy c-B feirphe-rc unc ^pjrr, & 
P3-MS rhn^r' A the striress ebeva i'ir;t<: yco



Mar-14. 2008 !0:3?AM No-4958 P

i

file a ^ I

./

f •:

J* a

\ ''X* :

V,
! 'C

: # s

t! $

\ls

l

/ ""H*
/ ^

%h

v,o-
.y*,,

H
-. r,

t

I

|
i
I

I

I



Mar.U- 2006 10:32AM No-4953 4

4

\ vi V ^

\
FqS'I^^RD -;r>-:'

ll
%

\t
J\ $ \#
f V 
s w

/

•V

\ \

^ 2' -
/»

w

1/
At«j

l

31

1

f 'ti
l*lj

------ r-

/+



Your request has been submitted. Please print this information for your records. Close

Meter Tap Request
Date: 4/1/2008

Request Type: New meter set

Total Rstimated Vol: 50

Pressure: 20
Gas Quality: <1100

Meter Number:

Company Name: Penneco Oil Company

Company Contact; D. Marc Jacobs, Jr

Company Address: 6608 Route 22, Delmonl, PA 15626

Company Phone: 7244688232

Company Pax: 7244688230

Company Hmail: dmarcj^penneco.coni

Location State: PA

Location County: Allegheny

Location Quad: Braddock
Location Township: Monroeville
Location Site: Pedula

Location District: Equitable Gas

Location Pipeline
Num:

GPS Latitude: 40.42422

GPS Longitude: 79.79076

Requested Turn In
Line Date:

06/01/2008

Additional Info:

Attached File:
Checked
Acknowledgement :

TRUE

https://www.cijt.coni/GasMeasvircment/metcnapreq\)est.asp?pass~3&i-nail=egenimnp@eql. 4/1/2008



Marc Jacobs

n:
. -itt:
To:
Cc:
Subject:

Malt Jacoby
Tuesday. April 01. 2008 3:12 PM 
'tpetersen@eql.com'
Marc Jacobs
FW: New Tap Request

fyi

Mathew S. Jacobs

Penneco Oil Company 
6(308 Rt. 22, P. O. Box 300 
Delmont, PA 15626 
(724) 468-8232 - (Phone) 
(724) 458-0230 - (Fax)

From: Matt Jacobs
Sent: Tuesday, April 03, ^t)!)8 3:07 PM
To: TWiygei s@eqLcurn'
Subject: New Tap Request

Tom,

Please be advised that Equitable Gas will be the marketer for the following new tap request:

Name: Pedula #1 
iship: Monroeville 

flinty: Allegheny 
Est. Daily Volume: 50 met 
Requested Turn In Date: (3/1/08 
Shipper: Equitable Gas 
Shipper Contact’ Tom Wkjgers 
Shipper Phone#: (412) 395-3347

Thanks,

Mathew S. Jacobs

rjenneco Oil Company 
6608 Rt. 22, P. O. Box 300 
Delmont, PA 15626 
(724) 468-8232 - (Phone)
(724) 468-8230- (Fax)
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"^rc Jacobs

.m:

Sent:

To:

Subject:

DoNotReply@eqt.com 
Tuesday, April 01, 2008 1:41 PM 
Marc Jacobs 
New Meter Tap Request

Your request has been submitted.
Meter Tap Request
Date: 4/1/2000
Request Type: New meter set
Total Estimated Vol : 50
Pressure: 20
Gas Quality: <1100
Meter Number:
Company Name: Penneeo Oil Company
Company Contact: D. Marc Jacobs, Jr.
Company Address: 6608 Route 22, Delmont,
Company Phone: 724/>60Q232
Company Fax: 7244688230
Company Emaj1: dmarcj&penneco.com
Location State: PA
Location County: Al1oyheny
Location Quad: Braddock
Location Township: Monroevi]Je
Location Site: PeduJa
Location District: Eqviitable Gas
Locatioii Pipeline Num: 
mny Latitude: 40.42422

Longitude: 79.79076
uested Turn In Line Date; 06/01/2006 

/•.udi t ional Info:
Attached File:
Checked Acknowledgement : TRUE

Please print this information for your records.

PA 16626

1



(724)^168-8232 office (724)468-8230 fax 
cjrnarcj@pennftco.com PENNECO OIL 

COMPANY,INC.

Fax
To: Bill Brown - Equitable Gas From: D. Marc Jacobs, Jr.

Fax: •! 12-305-3665 Pages: 2

Phone: Date: 8/3/2007

Ro: Market Inquiry-Monroeville/Pilcairn CC:

□ Urgent U For Review □ Please Comment □ Please Reply □ Please Recycle

• Comments: Do you represent any pipelines w/ capacities to receive production gas in or around the 
area identified on the attached map (Monroeville/Pitcairn area, near the intersection of Beechwood 

and Grandview Avenues)? Please advise.
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Docket No. K'2im-2l)2c>:\2S 
Hem: IOGA-V-5 
h-e'Mie<! h\; I'homas P. Wingers 
Tiile: Ditccior Gas Suppiy

liQUiTABU-: Gas COMPANY

Response w> lnienog;il(5;ies ol liie

Indepemlent Oil and Gas Association of Pennsylvania

iieiu: IOGA-V-5

Are ans ol the following new metei lap rei|uesi sites locaied on anv portion ol the

pipeline svstent idenufied in vour i espmise lo No. 1 above? 11 so. for eacli new mcicr 'ap

site please idenlifv the paiiieuiai pipeline portion and pjovide a pipeline map indicalinu

these sites.

(at Westmoreland Coonu . Noi th Muntington Township 

GPS Latitude: -10.55 1 NCI 

GPS Longitude: 79.7bH25S

fb) Alleghenv Gountv. M<;nmeviile fownship 

GPS Latitude: -H» 5075-12 

fiPS l.onpiuide: 70,S0:-I0-1

(c; Alleehem (.'ouriiN . Momoe\ tile Tnwn.slup 
GPS Latitude: Ti.-inl?] I 

GI’S Longitude: 70.7-i‘MO.S

(d I Alleglieir. ’Idiwiiship. Monine\ iile Townslup 

Ci PS Latitude: i0.50t'SC>h 
('rPS I.ongiiude: 7(P7''7-!SU

(e) A.liee.heiw (.'ounr.. While P):ik Boi oiigh'L'W n-hig’

GPS I alilude. -Ht.i^OVTS 

GPS I ongiiude: 7C7S-1 ISO

{ f) Westmoreland Countv. I rafford Boioiigii 
GPS Latitude: ■U).5Hi:,7‘)

GPS Longitude: 70.75b 125

(g) Alleghem Count}'. iMonioesdlle'i\.'wnshi[)

GPS Latitude: ULI2-122 

(iPS I.ongiiude: 70.70076

(it) .Mlegtien} County. Soutlt Veisailles Tf'w nsinp 

(.IPS Latitude: -lUGoO-iT 
(5PS Longitude: 70.70608

Response:

Yes. The meter tap ie‘.|uesi identified in pan (g'l is located on a portion ol the pipeline

sysicm iJeniificd in die iespouse n > IO( i.-\-\ -1. Please see the aiinched map fm ..... .

detail
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f IOGA St. No. 4-SR

BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Pennsylvania Public Utility Commission 

v.

Equitable Gas Company

Independent Oil and Gas Association of 
Pennsylvania,

Complainant
v.

Equitable Gas Company,
Respondent

R-2008-2029325
;//

C-20066800

SURREBUTTAL TESTIMONY 

OF

D. MARC JACOBS, JR.

On Behalf of

The Independent Oil and Gas Association of Pennsylvania

Topics Addressed

Benefits of Gathering Facilities 
New Meter Tap & Meter Approval Process 

Negotiation of Rate AGS Charges

November 14. 2008

IIAI<:83(.83.1/IN D04‘)-253552



1
2

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

Q. PLEASE STATE YOUR NAME, ADDRESS AND DESCRIBE BY WHOM YOU 
ARE EMPLOYED AND IN WHAT CAPACITY.

A. My name is D. Marc Jacobs, Jr. I am a Vice President of Penneco Oil Company

(“Penneco”), whose headquarters is located at 6608 Route 22, P.O. Box 300, Delmont, 

PA. I have worked at Penneco for about 23 years in various positions.

Q. HAVE YOU PROVIDED TESTIMONY IN THIS PROCEEDING?

A. Yes, 1 provided direct testimony explaining Penneco’s operations on Equitable Gas

Company’s (“Equitable”) system and our dealings with Equitable concerning Rate AGS 

and our requests for new meter taps for our new Pennsylvania production. I also 

explained the harm caused by Equitable’s refusal to install our new meter taps and the 

adverse effects of approval of Equitable’s Rate AGS cost recovery proposal.

Q. PLEASE STATE THE PURPOSE OF YOUR SURREBUTTAL TESTIMONY.

A. The purpose of my surrebuttal testimony is to respond to the rebuttal testimony of Mr.

Stephen C. Rafferty of Equitable.

Q. PLEASE SUMMARIZE YOUR SURREBUTTAL TESTIMONY.

A. Contrary to Mr. Rafferty’s attempts to justify Equitable’s Rate AGS, Mr. Rafferty’s

testimony actually makes lOGA’s point and shows why producers should not pay for all 

of Equitable’s initial investment in its gathering facilities or the cost of past capital 

improvements to these facilities in Rate AGS charges going forward. According to Mr. 

Rafferty, producers have already paid for much of these investments, even though while 

producers were making those payments Equitable was telling the PUC that these 

investments primarily benefited its sales customers. With respect to meter tap refusals, 

Mr. Rafferty ignores my testimony that Equitable had indicated to Penneco many months 

ago that our requested new meter tap locations were “viable” as a result of the positive

- 1 -
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and specific “market inquiry” responses, suggesting that pipelines with available capacity 

and a market (demand) exist, and despite Mr. Rafferty’s testimony, that has not changed. 

Finally, contrary to Mr. Rafferty’s testimony, 1 have no “memory lapse” of negotiations 

with him concerning charges under Rate AGS because, as 1 stated in my direct testimony, 

we had no such negotiations.

Q. PLEASE DESCRIBE MR. RAFFERTY’S TESTIMONY CONCERNING 
EQUITABLE’S GATHERING FACILITY INVESTMENTS AND THEIR 
BENEFITS.

A. Mr. Rafferty asserts that certain 2002-03 projects (Hill Station, Fisher Station) and the 

NAOP improvements in 2004-05 provided benefits to producers delivering gas directly 

into the distribution system as well as producers delivering into these gathering facilities. 

For these reasons, he says that it is appropriate that all producers, regardless of where 

they deliver their gas, were properly assessed charges under Rate AGS in the past and are 

properly assessed these charges going forward.

Q. WHAT IS YOUR RESPONSE TO THIS TESTIMONY?

A. 1 do not dispute that Mr. Rafferty has worked diligently to address the concerns of local 

producers with overcoming system constraints to increasing the volumes of Pennsylvania 

production on Equitable’s system. However, Penneco always viewed Mr. Rafferty’s 

efforts as motivated first by what’s best for Equitable Resources, not what is best for 

producers. Penneco certainly appreciates Mr. Rafferty’s efforts, but that should not be 

viewed as support for Equitable’s argument that producers should pay for all gathering 

system investments and that gathering charges are appropriate on all Pennsylvania 

production delivered directly into Equitable’s distribution system. My understanding has 

been that Rate AGS applied only to Pennsylvania production transported through the 

gathering facilities, although 1 have not been sure exactly what those facilities arc. But I

HAR:83ft8?.l/IND04«)-253552
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do know that much of our production, including the production that would flow through 

the new meter taps we have requested, flows directly into the distribution system.

Q. WHAT DOES MR. RAFFERTY SAY ABOUT PENNECO’S CAPTIVE WELLS?

A. On pages 18 and 19 of his rebuttal testimony, Mr. Rafferty disputes that Penneco has

wells that are captive to Equitable on the basis that there are other pipelines in Western 

Pennsylvania.

Q. DO YOU HAVE ANY COMMENT ON MR. RAFFERTY'S TESTIMONY ON 
THIS POINT?

A. His general statement that Equitable is not the only pipeline in Western Pennsylvania to 

which producers have access is based only upon Huntley & Huntley’s testimony 

describing where Huntley’s wells are located. I don’t believe this general statement 

rebuts my specific testimony that over 115 of Penncco’s wells are captive to Equitable. 

Mr. Rafferty also fails to address the fact that after a well has been drilled and 

interconnected to Equitable, that production is captive to Equitable if the rates or 

operational considerations change after interconnection in a way that makes that 

production unprofitable to Penneco, and there are no other viable pipelines close enough 

with different cost and operational considerations to make that production profitable with 

a new interconnection.

Q. WHAT DOES MR. RAFFERTY SAY ABOUT HOW PRODUCERS DECIDE 
WHERE TO DRILL?

A. On pages 19-20 of his rebuttal testimony, Mr. Rafferty describes what factors producers 

consider when detennining where to drill and which pipeline to connect to their new 

production.

Q. DO YOU HAVE ANY COMMENT ON MR. RAFFERTY’S DISCUSSION OF 
THESE FACTORS?

- 3 -
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A. While Mr. Rafferty does a good job of summarizing and describing what factors

producers consider, he fails to appreciate that these arc the very factors that render a well 

captive once the well has been drilled and then the rate changes or the accessibility to the 

pipeline changes.

Q. WHAT DOES MR. RAFFERTY SAY ABOUT THE DOMINION PEOPLES 
PRODUCTION ENHANCEMENT SERVICE PROGRAM?

A. On pages 21-22 of his rebuttal testimony, Mr. Rafferty describes the Dominion Peoples 

Production Enhancement Service (“PES”) program as showing agreement by IOGA 

producers to pay for gathering related facilities and investments that increase the 

production and movement of IOGA producers’ Pennsylvania production. He then says 

this indicates lOGA’s agreement with Equitable’s Rate AGS cost recovery proposal in 

this case.

Q. WHAT IS YOUR RESPONSE TO THIS TESTIMONY?

A. The problem with Mr. Rafferty’s analogy is that the Dominion People PES charges are

project specific. IOGA and Dominion Peoples first collaborate to identify operational 

constraints to increased PA production or throughput and then discuss measures to 

alleviate the constraints. Dominion Peoples does the necessary studies and engineering 

work and then IOGA producers discuss whether the project makes sense from a 

cost/bcnefits analysis, considering the rate necessary to reimburse Dominion Peoples for 

the cost of the investment and/or improvements. If the project makes sense based on the 

cost/benefit analysis, IOGA producers vote on whether to approve the project and rates.

This program differs significantly from Equitable’s proposal in this case, which is 

to assess Rate AGS charges on a]] production delivered into both the gathering and 

distribution facilities, but the charges are not credited to any particular gathering

HAK:S3f'H3.1/INDU44-253552

-4-



1

2

3
4

5

6

7

8

9

10

11

12

13

14

15

16

17
18
19

20

21

22

23

24

investment. In other words, Equitable is proposing system-wide charges that are neither 

uniform, project specific, nor limited in duration.

Q. WHAT DOES MR. RAFFERTY SAY ABOUT YOUR TESTIMONY THAT THE 
RATE AGS CHARGES FENNECO PAYS WERE NOT NEGOTIATED?

A. On pages 23-24 of his rebuttal testimony, Mr. Rafferty questions my sincerity in not

being able to recall meetings that supposedly occurred during which he and I negotiated 

gathering and retainage charges under Rate AGS.

Q. DO YOU HAVE ANY COMMENT ON THIS TESTIMONY?

A. Yes. I do not have a “memory lapse” with respect to the rate negotiations because we did

not have any. My direct testimony was forthright and sincere, and I stand by my 

testimony that 1 did not negotiate the Rate AGS charges that Penneco has been paying to 

Equitable because Equitable simply calls us and tells us what the rate is going to be when 

the contracts are up for renewal. Mr. Rafferty rhetorically asks if our rates were not 

negotiated, why would not Equitable simply have charged Penneco the highest fees 

possible (SI for gathering and 7.5% retainage). My response is that I do not know why 

Equitable told us the charges they did.

Q. WHAT DOES MR. RAFFERTY SAY ABOUT YOUR TESTIMONY
CONCERNING EQUITABLE’S REFUSAL TO INSTALL PENNECO’S NEW 
METER TAPS?

A. On pages 24-25, Mr. Rafferty supports Equitable's refusal to set specific meter taps that 

we requested earlier this year for new PA production by saying that Penneco was aware 

of flow restrictions on that portion of their system before drilling those particular wells, 

so we drilled those wells at our own risk.

Q. DO YOU HAVE ANY COMMENT ON THIS TESTIMONY?

-5-
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A. Yes. Mr. Rafferty attaches correspondence he says shows Penneco’s recognition of flow 

restrictions on the pipelines where our new meter taps were requested. The problem is 

that this correspondence relates to Equitable’s distribution system in the Oakmont area, 

whereas our tap requests were to connect to Equitable’s distribution system in the 

Monroeville area. The flow restrictions he is talking about and that we discussed were on 

the Oakmont segment of Equitable’s distribution system, and the relief that I asked about 

in that correspondence was in response to Equitable’s telling me that they were doing 

some system improvements in the Murrysville area that they believed would alleviate the 

flow restrictions in the Oakmont area. I certainly was not acknowledging any flow 

restrictions related to the Monroeville area where our requested taps are located, and I 

still do not believe Equitable has provided any legitimate operational reason why these 

taps cannot be made.

Their most recent assertion in the rebuttal testimony of Mr. Rafferty and Mr. 

Dalcna is that their base load demand served by Pennsylvania production has reached the 

saturation point throughout their whole system. I acknowledge that there are limits on 

how much PA production the Apollo gathering facilities can accommodate, but I do not 

agree that this necessarily affects the available capacity for Pennsylvania production 

downstream of Apollo. As Mr. Rafferty and Mr. Dalena acknowledge, the bulk of the 

Pennsylvania production enters Equitable’s system in the north, upstream of Penneco’s 

production that flows directly into the distribution system, including the Monroeville 

area. Instead of backing off or shutting in Pennsylvania production downstream of 

Apollo as a result of increased throughput on Apollo, Equitable could back off some of 

its interstate supplies and maintain the regulation set points at the feed points on the

HAR-.K30H3.l/]ND04y-;53552
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downstream distribution pipelines at the operating line pressure to pennit more 

Pennsylvania production on these distribution pipes, which are closer to the customer 

demand on the distribution system.

On page 25, Mr. Rafferty also disputes that Equitable approved Penncco’s tap 

requests for the Monroeville area. However, in my direct testimony (page 4 lines 4-11), 1 

detail the cooperative procedure (referred to as ‘‘market inquiry”) that has been 

established over the years for identifying pipelines with capacities to receive production 

gas on the Equitable system. A positive response from our Equitable contact always 

signified that the “pre-drilling” operations could begin. But Mr. Rafferty doesn’t view 

this as “official” prior approval. The problem with Mr. Rafferty’s prior approval 

approach is that Equitable wants information on the tap applications that cannot be 

provided until after preliminary engineering and site work is done and site selection is 

done, and that cannot be done until after it is determined that a location includes a viable 

pipeline. 1 think Mr. Rafferty’s description of the factors producers consider when 

deciding whether and where to drill shows this. That is why we make market inquiries 

initially and ask Equitable whether our desired site is in the vicinity of a viable pipeline. 

As 1 stated in my direct testimony (page 4 line 12), if Equitable responds positively, then 

we proceed to do the other preliminary work to drill the well and obtain the information 

so we can make our tap request. The procedure that Mr. Rafferty is suggesting is not the 

procedure that actually occurs, and is not a workable procedure either. The real problem 

here is that Equitable has not communicated to producers a uniform meter tap 

application, review and approval process. U is apparent from the testimony of Huntley & 

Huntley and Kxiebel that Equitable’s tap review process is not uniform.

- 7 -
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1 Q. DOES THIS CONCLUDE YOUR SURREBUTTAL TESTIMONY?

2 A. Yes.
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IOGA St. No. 5

BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Pennsylvania Public Utility Commission 

v.

Equitable Gas Company

Independent Oil and Gas Association of 
Pennsylvania,

Complainant
v.

Equitable Gas Company,
Respondent

R-2008-2029325

C-20066800

DIRECT TESTIMONY 

OF

MILISSA BAUER

On Behalf of

The Independent Oil and Gas Association of Pennsylvania

Topics Addressed

Rate AGS Negotiated Rates 
New Meter Tap & Meter Process 

Three Rivers Pipeline 
Limestone Project 
Operational Issues

October 8, 2008
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Q. PLEASE STATE YOUR NAME, AND DESCRIBE BY WHOM YOU ARE 
EMPLOYED AND IN WHAT CAPACITY.

A. My name is Milissa Bauer. 1 am the Vice President of Administration for Kriebel

Minerals, Inc. (“Krieber), which is located at 633 Mayfield Road. Clarion, PA. 1 have 

worked at Kriebel for about 18 years and have held a succession of positions,

Q. PLEASE STATE YOUR EDUCATIONAL BACKGROUND AND EXPERIENCE.

A. I have a Bachelor of Science Degree in Business Administration from Clarion University 

of Pennsylvania.

Q. PLEASE DESCRIBE THE PURPOSE OF YOUR GAS TESTIMONY.

A. The overall purpose of my testimony is to support the positions of the Independent Oil

and Gas Association of PA (“IOGAM) in this matter. More specifically, the purpose of 

my testimony is to explain our operations on Equitable Gas Company’s (“Equitable”) 

system, our dealings with Equitable concerning a request for a new meter tap and meter 

for our new production on the Three Rivers Pipeline, and Equitable’s charges for the use 

of its new Limestone Project pipeline. I also point out the adverse consequences to our 

company, Equitable’s customers and the development of new Pennsylvania production 

on Equitable’s system if Equitable’s Rate AGS cost recovery proposal is approved. 

Finally, I also describe actions Equitable has taken that restrict the How of Kriebel’s 

Pennsylvania production on Equitable’s system.

Q. PLEASE DESCRIBE KRIEBEL AND ITS OPERATIONS.

A. The overall purpose of my testimony is to support the positions of the Independent Oil 

and Gas Association of PA (“IOGA”) in this matter. More specifically, the purpose of 

my testimony is to explain our operations on Equitable Gas Company’s (“Equitable”) 

system, our dealings with Equitable concerning a request for a new meter tap and meter

HAR:S2909.1/IND041)-253532
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for our new production on the Three Rivers Pipeline, and Equitable’s charges for the use 

of its new Limestone Project pipeline. I also point out the adverse consequences to our 

company, Equitable’s customers and the development of new Pennsylvania production in 

western Pennsylvania if Equitable’s Rate AGS cost recovery proposal is approved. 

Finally, I also describe actions Equitable has taken that restrict the flow of Kriebel’s 

Pennsylvania production on Equitable’s system.

Q. PLEASE DESCRIBE KRIEBEL AND ITS OPERATIONS.

A. Kriebel is a producer of Pennsylvania natural gas in Western Pennsylvania and a member 

of IOGA. We employ about 70 people working directly and indirectly in our gas 

operations. We currently have approximately 317 active wells feeding gas into 

Equitable's pipeline system. Out of our 317 existing wells, about 96 are nowhere near 

any other gas pipeline system so, as a practical matter and a matter of economics, these 

96 wells are completely captive to Equitable. The rest of our wells are located such that 

we have Dominion Peoples as a viable alternative pipeline system for our Pennsylvania 

production.

Our wells on Equitable’s system collectively produced approximately 3,050 Mcf 

of gas per day in 2007. This equates to roughly 1,093,400 or Mcf of Pennsylvania 

natural gas delivered into Equitable's system during 2007. At the present time, we sell 

approximately 15% to 20% of our Pennsylvania gas to Equitable for system supply, 

depending upon whether or not Equitable permits our gas to flow. We sell our remaining 

production to natural gas marketers that operate on other systems, such as Dominion 

Peoples, Columbia Gas of PA, DTI and TCO.

Q. DOES EQUITABLE CHARGE KRIEBEL UNDER RATE AGS?

IIAR:82909.I/IND049.253S52
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.5 Q.

Yes. Equitable charges us under Rate AGS on our production sold to Equitable and

deducts these charges from its payments to us for our gas.

WHY, IN YOUR OPINION, DOES EQUITABLE BUY YOUR GAS?

I believe gas utilities in Pennsylvania have an obligation to purchase the least cost gas.

Our Pennsylvania production can be purchased at reduced rates due to the need to not pay

transportation charges into the state or from other local distribution systems. Our gas is

generally sold to Equitable based on the NYMEX price plus a small increment basis, and

the cost is generally lower than the delivered cost of interstate supply. Also, use of

Pennsylvania produced gas increases the reliability of the product to the end users on

Equitable’s system. The gas is less likely to be interrupted because it is produced locally

and does not have to be transported long distances in an interstate pipeline.

DOES KRIEBEL HAVE PENNSYLVANIA PRODUCTION CONNECTED TO 
OTHER GAS UTILITIES?

Yes, we have about 983 wells connected to Dominion Peoples’ system.

ARE YOU FAMILIAR WITH EQUITABLE’S RATE AGS COST RECOVERY 
PROPOSAL IN THIS PROCEEDING?

Yes.

PLEASE PROVIDE YOUR UNDERSTANDING OF EQUITABLE’S PROPOSAL. 

Equitable is asking for producers and marketers to pay for its entire investment in what 

Equitable calls its gathering system, but Equitable is not proposing any particular 

gathering or retainage rates under Rate AGS. Instead, Equitable wants the provisions in 

Rate AGS permitting these charges to be determined by negotiation to continue 

unchanged. Equitable is seeking over $7 million in additional annual revenue from 

producers and marketers under Rate AGS, an increase of 124%.

HAS KRIEBEL NEGOTIATED THE CHARGES IT PAYS UNDER RATES AGS?

- 3 -
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A. Yes, in part. We have been able to negotiate these charges for our production that has

Dominion Peoples as an alternative. Otherwise, when our gas purchase agreements with 

Equitable for our captive wells have approached expiration, many times we have not 

known our new rates until we receive our production statement from Equitable about two 

months after the production month - basically a “take it or leave it” situation.

Q. IF EQUITABLE’S PROPOSAL IS ADOPTED BY THE COMMISSION, HOW 
WILL IT EFFECT KRIEBEL’S GAS OPERATIONS IN WESTERN 
PENNSYLVANIA?

A. if the PUC permits Equitable to increase its rales by up to 124%, then Kriebe! will move 

its gas from Equitable, where it is not captive, to Dominion Peoples, where it will flow at 

much lower costs. Where Kriebel has gas that is captive to Equitable, Kriebel will leave 

those wells producing to Equitable however, this will make that area unattractive for 

future drilling. Not only will Equitable lose future local gas, but due to the declining 

nature of a gas well, Equitable’s revenue will fall to the point where they may not be able 

to recover the additional $7.5 million plus that they are requesting. I believe it is more 

sound business sense to have Equitable’s gathering rates competitive with Dominion 

Peoples, so that Equitable would continue to be a viable option to producers. Then 

producers would continue their natural gas drilling in areas where Equitable has existing 

lines, so Equitable would not only increase their throughput but also increase their 

gathering revenue stream by increased volumes, not fees. Further, Pennsylvania 

landowners will lose value of their gas lease assets because Equitable’s fees are not 

competitive with the fees charged by other local distribution companies. This would be a 

loss for the Pennsylvania landowner who will not receive royalties, a loss for 

Pennsylvania producers, and a loss for Equitable and its customers because producers 

will not use their facilities. Equitable will be spending money and not recovering it due

- 4-
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to a lack of or decline in natural gas throughput. Finally, significantly reduced volumes 

and revenues to Kriebel because of Equitable’s gathering fee would have adverse 

consequences for our employees and the economy in western Pennsylvania where they 

live and work.

Q. DID KRIEBEL DRILL ANY NEW WELLS RECENTLY FOR CONNECTION TO 
EQUITABLE’S SYSTEM?

A. Yes, in 2007 we completed installation of a new' well for connection to the Three Rivers 

Pipeline which we understood, based on an order of the Federal Energy Regulatory 

Commission (“FERC”), was going to be sold to Equitable Gas.

Q. DID YOU ASK EQUITABLE TO INSTALL A NEW METER TAP AND METER 
FOR THIS NEW PRODUCTION?

A. Yes, we made this request (D. Miller tap) via Equitable Gas’s online process on 

September 27, 2007.

Q. DID YOU RECEIVE RESPONSE TO YOUR ONLINE REQUEST?

A. Yes, eventually we received a written approval letter on December 12, 2007, and an 

invoice from Equitable requesting payment of $7,050. That invoice also directed us to 

make the payment to Equitable Gathering, LLC, but we made the payment to Equitable 

Gas because the address for Equitable Gathering was the same as for Equitable Gas, so 

our accounting department thought it w-as the same company. A copy of that invoice is 

attached as Exhibit MB-1, and copies of my correspondence with Mr. Rafferty on behalf 

of Equitable Gas are attached as Exhibit MB-2.

Q. DID THAT LETTER STATE WHEN THE D. MILLER TAP WOULD BE 
INSTALLED?

A. No, but in response to my email inquiry concerning what I thought at the time was an

unrelated matter, Mr. Steve Rafferty on October 31,2007, told me Equitable received the

MAR:82<JU9.I/IND049>253332
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FHRC order approving the abandonment of the Three Rivers Pipeline and stated that “we 

are moving ahead (quickly) with installing taps.” A copy of that email response is 

attached as Exhibit MB-3.

Q. WAS THAT NEW TAP AND METER INSTALLED QUICKLY?

A. No it wasn’t, even though we remitted payment quickly on January 3, 2008.

Q. ARE YOU AWARE OF ANY REASONS WHY IT WASN’T INSTALLED 
QUICKLY?

A. Yes. In that same October - November 2007 timeframe Equitable, through Mr. Rafferty, 

sent us and other producers a proposed producer “aggregation” agreement under Rate 

AGS and a letter stating that effective November 1,2007, Equitable was going to begin 

assessing an “aggregation” fee of $0.50/Dth on “direct feed” Pennsylvania productions. 

Equitable said we had to sign the new agreement agreeing to this new Rate AGS 

aggregation fee for our gas to continue flowing. The unrelated matter I mentioned above 

was my question to Mr. Rafferty asking where in Equitable’s tariff it stated this $0.50 

rate. This was a much higher rate than the rate in our existing and expiring contracts, but 

Mr. Rafferty was including in this new $.50 rate all of our gas meters feeding to the 

Equitrans Crooked Creek area to put them at $0.50 per Dth also, from $0.4656/Dth plus 

6.68% retainage. Because Mr. Rafferty changed the Equitrans Crooked Creek gas and 

the Equitable/Apollo gas at $0.50, we would have had a total savings of approximately 

$4,000 per month in gathering charges. Kriebel signed an agreement on November 14th, 

2007 with Equitable at the $0.50 rate, but with an exception stating that once an 

agreement or understanding between 10GA and Equitable was negotiated, Kriebel’s rate 

would be consistent with the 10GA and Equitable negotiated rate. Then on January 10th, 

2008, Equitable sent us new contracts and said they were not going to honor the contract

- 6 -
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signed on November 14th, 2007, and that we must sign this new agreement which 

reverted all the meters back to the previous rates, Kxiebel was upset that after the gas had 

fed from November through January, with Kxiebel expecting to pay the rates in the 

contact signed on November 14th, 2007. Kriebel had no choice but to sign the new 

agreement, so Kriebel added a clause to the agreement stating that Kriebel would pay the 

rate eventually negotiated by IOGA and Equitable. Kriebel sent the agreement to 

Equitable and they initialed that clause and returned a signed agreement to Kriebel. After 

this, 1 sent many emails to Equitable asking when the D. Miller tap would be installed, 

but despite extensive communications, 1 received no answer when it would be installed or 

why it hadn’t been installed.

Q. HAS THAT TAP BEEN INSTALLED?

A. No, not as of the date of my testimony, and just recently (on October 6, 2008) we were 

informed us that our meter would not be set until December due to “the line not being 

operational.’'

Q. WHO INFORMED YOU OF THIS?

A. Equitable Gas did, through Tanya Yolton, Senior Gas System Analyst.

Q. BUT WASN’T KRIEBEL DIRECTED IN DECEMBER 2007 TO REMIT 
PAYMENT FOR THE TAP TO EQUITABLE GATHERING?

A. Yes, but 1 didn’t attach significance to that because we were dealing with Mr. Rafferty 

and other Equitable Gas people whom we had always dealt with on Equitable Gas meter 

issues. So I wasn’t surprised when Ms. Yolton told us this last week when our lap would 

be set. Also, 1 just learned from an Equitable discovery response received by IOGA on 

October 6, 2008. that the Three Rivers Pipeline was sold to Equitable Gathering, LLC 

rather than Equitable Gas. A copy of that discovery response is attached as Exhibit MB-

- 7 -
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4. We have no reason to distinguish between the Equitable companies, based on our 

dealings with them. We had an agreement with Equitable Gas through Mr. Rafferty for 

the gathering rate on the Three Rivers Pipeline. It seemed that our S7,050 cost for the D. 

Miller tap increased to approximately $10,000, then to over $16,000 after Equitable 

Gathering was involved and the contracts were received. Because of a significant 

increase in the cost of another tap (DiCesare) and increased gathering rates demanded by 

Equitable for that production, we moved production from the DiCesare well to Dominion 

Peoples. At a meeting in April 2008, Mr. Rafferty and the other Equitable people said 

the tap would be approximately $10,000. At this meeting Mr. Rafferty and the other 

Equitable people did and said nothing to indicate they were not Equitable Gas. We do not 

know when dealing with Equitable whether Rafferty is wearing his “Equitable Gas'’ hat 

or “Equitable Gathering” hat or Equitable Midstream” hat or some other Equitable 

company hat. Finally, Mr, Rafferty told Ms. Yolton, who we have dealt with many times 

on Equitable meter issues, to get involved with the D. Miller tap contracts - and we’re 

glad to the extent it moved things along - but we are confused why Mr. Rafferty would 

be doing this if it was Equitable Gathering’s pipeline.

Q. ARE YOD AWARE OF EQUITABLE'S NEW LIMESTONE PROJECT 
PIPELINE?

A. Yes, it is an interconnection with Dominion Transmission’s (DTI) interstate pipeline.

Q. DOES KR1EBEL HAVE PENNSYLVANIA PRODUCTION AVAILABLE FOR
TRANSPORTATION OVER THE NEW LIMESTONE PROJECT PIPELINE?

A. Yes.

Q. HAS KRIEBEL AGREED TO ANY CHARGES FOR TRANSPORTATION OF 
GAS OVER THE NEW LIMESTONE PROJECT PIPELINE?

I!AR:829(i9. UNDU49-253552
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A. Yes, we agreed to what Equitable described as an “incremental gathering” charge of 

$0.25/Dth.

Q. HAS KRIEBFX PAID THIS CHARGE?

A. No. Although Equitable told me in April 2008 that this new pipeline would be in service 

in May 2008, it was not, and Equitable hasn’t told me since when this new pipeline will 

be placed in service and our production will flow.

Q. DO YOU HAVE ANY REASON TO DOUBT THAT KRIEBEL'S PRODUCTION 
WILL FLOW ON THIS NEW PIPELINE AND KRIEBEL WILL PAY ONLY 
THAT INCREMENTAL CHARGE?

A. Yes. This pipeline was to be in service to relieve pressures in the pipelines north of 

Allegheny County, the former Apollo system described by Equitable Gas as the PA- 

North Gathering System, and to save Equitable money on their long haul fees. The 

reason the incremental charge was only SO.25 was because Equitable said they would be 

saving money on their fees they paid for gas availability from other interstate pipeline 

systems. It was to be a “win/win” for Equitable and local producers. Equitable 

approached Kriebel on this win/win opportunity for local production moving off of 

Equitable and offsetting their other fees. Kriebel was requested to sign the agreement 

and email it Mr. Rafferty so that he would be able to show Mr. Crawford that Kriebel was 

willing to pay the $0.25 increment fee and this would make the project a win/win for all 

constituents. However, since we signed this agreement in 2007, Equitable has abandoned 

their desire to work with the local producers and we no longer have faith that they will 

continue the “win/win” spirit of negotiations. Since our existing contracts are expiring 

soon, we are concerned that Equitable will try to extract additional incremental gathering 

charges indirectly on our production that flows to the Limestone Project.

- 9 -
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Q. HAS EQUITABLE TAKEN ANY ACTIONS THAT HAVE AFFECTED 
KRIEBEL’S GAS OPERATIONS?

A. Yes, quite a few.

Equitable changed their statements to no longer show the specific day within the 

month on which production would begin (the “on day”) and the specific day on which 

monthly production would end (the “off day”). By Equitable making this change,

Kriebel is no longer able to easily verify Equitable’s reading against the Kriebel meter set 

beside the Equitable gas meter for specific production. Without this information, it is 

considerably more difficult and inefficient to accurately track monthly production and to 

check Equitable’s figures against the producer’s figures.

We submitted on-line requests for the Greene Mountain (T5085) and Leechburg 

Apollo (T3001) meters to be changed from chart recorder to electronic measurement on 

6/2/08. We are requesting this change so that we can see corrected readings, in order to 

accurately compare our master meter readings to the sales purchase meter. We spoke 

with Jeff Davis at some point after this request, and was told the request could be 

completed. However, Mr. Davis has since left Equitable, and the meters have not been 

changed.

We requested to receive our monthly production statements via an electronic 

format in order to expedite our processes to analyze the data. This request was refused.

In May, 2008 we received prior period adjustments totaling a negative 

$49,261.84. Most of these adjustments, or $44,713.63, were from variances we reported 

from August and September, 2006 production. The adjustments were paid with 

December, 2006 and January, 2007 statements. The reasoning behind the large 

adjustment was Equitable needed to adjust all other meters because of a change in our

ItAR:82‘)0').l/tNn04')-253552
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overall average price received with the change in our incremental production. This 

negative prior period adjustment came 17 and 18 months after the original adjustments 

were posted.

On our July, 2008 statement (May production), we found the rate incorrect, We 

notified Eileen Medina on 7/21/08 and was told the trigger did not pull correctly. This 

resulted in an overpayment of $23,799.99. This adjustment has not been made yet. We 

notified Equitable again on 8/18/08 and 9/18/08, and was told we would see the 

adjustment on the October, 2008 statement.

On our August, 2008 statement, we were paid for 15,813 Dth on the Beatty #1 

meter (16012) for May, 2008 production. It would take us roughly 9 months to produce 

that volume of gas through the meter, as the average production is 1650 Dth/month. We 

were told it was a mistake and since there was a trigger on our gas, the Beatty and all 

other meters would be adjusted the following month by Ms. Merlina on 8/18/08. When 

we received the September, 2008 statement, wc received a negative adjustment of 15,813 

Dth on only the Beatty meter. We requested all meters be adjusted correctly via an e- 

mail to Ms. Merlina on 9/18/08, and received a response from her on 9/22/08 slating she 

would contact appropriate departments within Equitable and respond back to us. We 

have not heard anything from her since.

On our September, 2008 statement, we were paid on the Highland School District 

#1 meter (16131). We never set a meter here. We were paid for 3 Dth. We notified Ms. 

Merlina 9/18/08, and adjustment should be netted against October, 2008 payment.

Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?

A. Yes,

HAR:82'Xjy.W!ND049.253552
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INVOICE

225 North Shore Drive

Pittsburgh, PA 15212-5861 

www.eqtcom

DATE:

12/07/2007

INVOICE » 

EG-20070002

Bill To:

Don Sprouse

Kriebel Minerals, Incorporated

833 Mayfield Drive

Clarion, PA 16214

DESCRIPTION AMOUNT

Tap, meter installation and appurtenant facilities (D Miller) $ 7,050.00

Payment Is due 90 days from invoice date. Late payment will result in Immediate revocation 
of capacity/tap approval(s) and require resubmission of any associated capacity/tap requests. 

Payment of this invoice constitutes acceptance df (1) the terms and conditions contained in 

the Company's Interconnection and gathering agreements and/or (2) the terms and conditions 
of service contained in any applicable tariff, breach of which may result in termination of service.

TOTAL

Make ail checks payable to Equitable Gathering

$ 7,050.00

Please return payment to:

Equitable Gathering

Attn: Eileen Medina

Gas Acquisition Department

225 North Shore Drive - 3rd Floor

Pittsburgh, PA 15212-5861



Exhibit MB-2



Summary of H-156 Correspondence

8/21/07 Emailed Steve Rafferty Sent Message: Last update we heard on the H-156 line was that

the 60-day waiting period with the Abandonment Filing should be complete in September. Then 

Equitable would turn this line into a Gathering line and it would probably be called D-156?? Is that still 

accurate information? Any idea of the timeline approving a meter request, how much a tap would be. any 

costs, shrink, gathering, etc.??

8/22/07 Steve Rafferty replied Replied Message: the line designation is irrelevant... we are still
waiting for FERC to approve the abandonment (we're expecting it to be sometime in Sept.)...not sure 
what the final operating pressures will be...I’m thinking around 100 - 150 psig...ifyou have a location(s) for 
a tap request, submit it...we are approving them...I expect them to be in-service as early as 
October/November this year ....tap costs should be $5,000 - $10,000 retainage/shrink will be -2.5% 
gathering charges will be -$0.70/dth ...let me know your thoughts...

8/28/07 Emailed Steve Rafferty Sent Message: Gathering seems high? Can we get fees similar
to our other Equitable meters^

8/28/07 Steve Rafferty replied Replied Message: no... we need to pay for the line and make
investments to enable the gas to be moved various places...other producers are willing to pay something 
close to these numbers....the lowestf would consider is $0.60/dth and 2.5% retainage...

8/28/07 Emailed Steve Rafferty Sent Message: JB is thinking more like .50 - like Pa Pep. Tap

Costs: Clarification on if it is $5,000 - $10,000??

8/28/07 Steve Rafferty Replied Replied Message: This isn't part of Pa Pep...as I stated earlier,
we are making a significant investment in acquiring these facilities, including compression...It's possible if 
there are enough commitments, over time, I can lower the rate... I suggest some type of re-opener after 2 
years...

8/28/07 Steve Rafferty Replied Replied Message: I think the tap costs should be closer to
$5,000...I'm waiting for confirmation on this...

8/29/07 Emailed Steve Rafferty Sent Message: What is the operating pressure?

8/29/07 Steve Rafferty Replied Replied Message: not final yet...we’re thinking the maximum
operating pressure will be 250 psig...../ suggest making your assumptions based on the 250 psig if you
plan on delivering gas year-round.. .

8/28/07 Steve Rafferty replied Replied Message: I think the tap costs should be closer to
$5.000...I'm waiting for confirmation on this

9/27/07 Don Sprouse applied on line for DiCesare Family Partership and D Miller taps

10/31/07 Emailed Steve Rafferty Sent Message: (forwarded Don's tap request email from

9/27/07) Any updates on these meter requests on H-156? We need to drill the DiCesare well within the 

next few weeks or v/e will lose the lease., but we need to know well have the meter before drilling the 

well



10/31/07 Steve Rafferty replied Replied Message: Let's discuss tomorrow am?

11/1/07 JB and I called Steve Rafferty...........................

12/7/07 Emailed Steve Rafferty Sent Message: At the beginning on November we talked about

the 2 meter tap requests we made for H-156. and you told me we were approved. We haven't received 

any further documentation or letters regarding those. What is the next step for us?

No answer

12/12/07 Received letter and $7,050 invoice from Equitable approving the D Miller Tap Request and 

DiCesare Family Partnership Tap Request.

12/12/07 Sent $7050 to Equitable for DiCesare Family Partnership invoice (Tap. Meter installation and 

appurtenant facilities)

1/3/08 Sent S7050 to Equitable for D Miller invoice (Tap. Meter installation and appurtenant facilities)

1/4/08 Emailed Steve Rafferty Sent Message: What are the gas quality requirements for our

new meter taps on H-156? When the line is switched from Equitrans to Gathering, will it have a higher 

moisture content?

1/7/08 Emailed Steve Rafferty Sent Message: We also need to /</?ow the line pressure on this

line.

1/14/08 Steve Rafferty replied Replied Message: attached is the interconnect agreement that

will be used for H-156 deliveries. Please review and call me after you have reviewed. The MAOP 

(maximum allowable operating pressure) will be 400 psig....

2/14/08 Emailed Steve Rafferty Sent Message. Over the last couple of days, we ve been trying

to contact Dave Spencer regarding setting the new meteis. but haven 't had much luck getting a 

response. Also yesterday we ran into a couple of your field guys in the area and they are not aware of 

the new meters. JB is getting concerned. Can you please give me an update?

D Miller

DiCesaie Family Partnership

2/14/08 Steve Rafferty Replied Replied Message: I have a call into him...the field guys may not

be aware of this but they will be shortly....

2/22/08 Steve Rafferty Replied Replied Message: Hope to have the interconnect agreement

and the drawings/schematics to you next week. They are in the process of being approved... For your 

records...the rates for the 3 Rivers pipeline have changed somewhat. .. final rates are as follows.... 

retainage = 4% gathering charge = S0.60/dth Originally, I think I told you the rates were around 2.5% 

retainage and $0.70/dth gathering charge.... Let me know if this meets your approval and we can get 

moving on the gas purchase contract. . . Thanks!

2/22/08 Emailed Steve Rafferty Sent Message: In your email below on 8/28/07. you told us 2.5%

letamage Thai is the amount we told Mihssa and Jim Kriebel to get these wells approved Now we have 

to go back to them and explain an increase in our costs We d prefer to be able to rely on the amounts 

that we were onginaUy quoted



2/22/08 Steve Rafferty Replied Replied Message: The retainage went up but the gathering

charge went down....based on $8 gas the difference is immaterial....we can discuss if you need to??

2/22/08 Emailed Steve Rafferty Sent Message: The gathering you quoted on 8/27/07 was
S 60 ...no change. Why did the retainage go up?

No response

2/25/08 Emailed Steve Rafferty Sent Message: Go ahead and process the Agreements for our 2
meter taps into H-156

2/25/08 Steve Rafferty Replied Replied Message: Please confirm you are agreeable to the

$0.60/dth gathering charge and 4% retainage....

2/25/08 Emailed Steve Rafferty Sent Message: Yes.

3/17/08 Emailed Steve Rafferty Sent Message: Any update on getting the Agreements

completed for us?

3/25/08 Emailed Steve Rafferty Sent Message: Milissa and JB have requested that I email again

asking for the Agreements. Is there a problem with the Agreements, or should we expect them soon?

3/25/08 Steve Rafferty Replied Replied Message: This week.. .they are being finalized..sorry it

is taking so long.

4/21/08 We were invited to a meeting at Equitable's office to review H-156 information. It was at this 

meeting that we were told the fees will have an additional $.20 and 3.72% shrink, (this is in addition to 

the previously disclosed amounts of $.60 and 4% shrink.)

We were also told we are required to have a Continuous Gas Sampler, estimated to cost $2500. 
Also required is an RTU and must meet their specifications. We were told to contact Pam Ryan for those 

specifications.

We were told that when Pam meets us in the field she would be able to give us more specifics on 

the requirements.

4/21/08 Emailed Pam Ryan to meet us in the field next week and also to let her know that Shane Kriebel 

would be contacting her regarding Equitable s telemetry meter requirements.

4/23/08 Shane emailed Pam Ryan asking if we can use Thermo RTUs instead of Eagle RTUs. Shane 

also attached the specifications of the Thermos.

5/5/08 No replies from Shane 's email. So I forwarded that email to Pam asking if she has reviewed the 

Thermo specifications. Asked for any feedback so that we can get our unit ordered. Also asked Pam for 

the specifications on the continuous gas sampler.

5/7/08 Emailed Pam again for specifications on the RTU and continuous gas sampler.

5/7/08 Pam replied that we are meeting on site tomorrow and will discuss equipment specifics.

5/9/08 Received emaiTfrom Jeff Davis informing us that Pam Ryan decided that Equitable will require 

Eagle RTUs.



5/30/08 Interconnect Agreement and Gas Gathering Agreement were emailed to Milissa to be signed

6/16/08 Interconnect Agreement and Gas Gathering Agreement were forwarded to me

6/16/08 Emailed Al the contracts for his review. His comments as follows: “ I have scanned the 
documents and find them to be drafted for the benefit of Equitable. The documents appear to be quite 
harsh; i.e. 10yr term. Equitable has the right to vary and change the terms, $.60 gathering fee, etc.

It is unclear to me if we get firm transportation, or if it is interruptible? What is intended? Do we have 
any ability to negotiate the terms, or is Equitable dictating the deal?”

7/1/08 Emailed Jeff Davis that the contracts needed to be Kriebel Minerals Inc. - not Kriebel Gas Inc. 

7/2/08 Received new contracts in Kriebel Minerals

7/18/08 Received call from Jeff Davis that the total cost for D Miller Tap is now $ 16,052.05. He emailed 

a spreadsheet detailing that amount. I told him that we were invoiced $7,050 in December and it was 

already paid. He said the remaining balance needs to be paid. He said that they need the signed 

Agreements and additional fees in order to set the taps. He requested that I send the agreements to Kim 

Balinti. Contract Administrator.

7/28/08 Sent the following to Kim Balinti, Contract Administrator.

1. Gathering Interconnect Agreement

2. Gas Gathering Agreement

3. A letter explaining that we are no longer taking the DiCesare Family Partnership well to 

Equitable because of the high fees. Therefore the $7,050 that weVe already paid for that 

meter should be applied to the balance due on D Miller. That gives us a balance due of 

$1,952 and a check was issued and mailed with the letter and agreements for that.

9/11/08 Tonya Yolton called asking when we will return the contracts. I explained that everything was 
mailed to Kim Balinti on 7/28/08. Tonya called back later in the day and said that she found the 

agreements on Kim 's desk and will get them signed and returned to me.

9/25/08 Received the fully executed Gathering Interconnect Agreement, but not the Gas Gathering 

Agreement.

10/2/08 Emailed Tonya about the missing Gas Gathering Agreement and she said she is waiting on an 

internal signature and will send as soon as possible.

10/2/08 Emailed Tonya explaining that the 3 checks 

she wants the checks reissued - no response yet.

Date Issued Check # Amount

12/13/07 21295 $7,050

1/3/08 21508 $7,050

7/18/08 23095 $1,952

issued to Equitable have not been cashed. Asked if

Comments 

DiCesare Meter Tap 

D Miller Meter Tap 

Balance due for D Miller Tap
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From? SRafferty@eqt.com [mailto:SRafferty@eqt.com] 
Sent: Wednesday, October 31, 2007 1:47 PM 
To: Mllissa Bauer 
Subject: RE: Tarrlff

it's the same $0.50...not an addition....

From: Milissa Bauer [mailto:MBauer@krlebelgas.com]
Sent: Wednesday, October 31, 2007 12:35 PM 
To: Rafferty, Stephen 
Subject: RE: Tarrlff

Sieve:

i hfiird iiboul the 3 Uivcr's pipeline, so (hat is p,reat. Can you J40t our request installed I'irsl?

On the AGS, 1 thouj'ht there was something that said it was to be $.30, because some producers were 

paying $.25 and some were paying $.50. From what I am hearing in the gas patch, Kquitable is saying 

Producer's need to pay the $.50 under AGS and pay another S.50 under the Dominion/liquitnble 

agreement. Is that correct? My understanding from our previous conversations, was that the $.50 was the 

same as the I)ominion/F(|uilahlc agreement and not in addition to that. Please let me know if that is 

correct. Thanks

Milissa Bauer
Vice President of Administration 
(814)226-4160, ext. 115

From: SRafferty@eqt.com [mailto:SRafferty@eqt.com]
Sent: Wednesday, October 31, 2007 10:22 AM 
To: Mllissa Bauer 
Subject: RE: Tarrlff

It's Rate Schedule AGS in the tariff....doesn't mention the $0.50...only a negotiated rate...

On another note. ..we received the FERO Order last week approving the abandonment of the 3 Rivers 
pipeline...we are moving ahead (quickly) with installing taps...

From: Milissa Bauer [mailto:MBauer@krlebelga5.com] 
Sent: Wednesday, October 31, 2007 9:08 AM 
To: Rafferty, Stephen 
Subject: Tarrlff

Hi Steve:
* -n Ji™ Kr‘cbcl Wan‘ed mc t0 fi,ld tl,e fariff lhat shows the gathering on Apollo/Cnrnegie at 
$.50 per dth. Can you direct me to that? I can’t seem to locate it on the Equitable website 
Thanks.

Milissa Bauer
Vice President of Administration
(814) 226-4160. ext. 115
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Docket No. R-2008-2029325
Item: 1QGA-VIIM
Respondent: John M. Quinn
Position: Vice President, LDC Rates and Gas Supply
Page I of 2

EQUITABLE GAS COMPANY
Response to Interrogatories of the
Independent Oil and Gas Association of Pennsylvania

Item: IOGA-VIll-1

Follow-up to IOGA II-7, concerning the FERC Order at Dkt, No. CP07-4IO-000 (October
24.2007).

(a) To what company was the 58.3 mile portion of the Three Rivers Pipeline and 
associated compressor stations sold, and when?

(b) If the sale was to an affiliate of Equitrans or Equitable Gas Company, please 
explain how the affiliate intends to use these assets, and how this use is consistent 
with the following representations by Equitrans and Equitable Gas Company to 
FERC in the FERC proceeding:

Equitrans states that is hits been informed by Equitable 
that subject to the Commission's approval of the proposed 
abandonment, Equitable will use the acquired pipeline facilities to 
establish interconnections with regional production sources. Thus 
the line will be integrated into Equitable's Local Distribution 
Company to gather and transport locally produced gas to its 
customers.

(c) Please provide copies of documents submitted to FERC in compliance with the 
FERC Order which granted, to Equitrans, "permission and approval under NGA 
Section 7(b) to abandon the facilities by sale to Equitable [Gas Company]," and 
please explain how the sale of this portion of the Three Rivers Pipeline and 
associated compressor stations, if any. to an entity other than Equitable Gas 
Company complies with FERC's order.

Response:

(a) Equitable Gas Company was not involved in the sale of Three Rivers Pipeline. On 
information and belief, it was sold to Equitable Gathering, LLC. It is also our 
understanding that this sale was consummated on April 11.2008.

(b) Equitable Gas Company does not run Equitable Gathering, LLC nor is it involved 
in its business planning. As for the quotation in the interrogatory, it should be 
noted that Equitable Gas Company did not make any representation to the FERC. 
The application was submitted and prepared under the exclusive control of 
Equitrans. L.P. Although Equitable Gas Company had initially sought to acquire 
the Three Rivers Pipeline, a business decision was made to begin a process of 
limiting Equitable Gas Company's business to that of a traditional local distribution 
company. That involved not expanding its existing gathering operations beyond 
those already under construction. Equitrans was informed of Equitable Gas 
Company's decision, and counsel for Equitrans communicated the change in 
purchaser to the FERC.



Docket No. R-2008-2029325
item: IOGA-VIIM
Respondent: John M. Quinn
Position: Vice President, LDC Rates and Gas Supply
Page 2 of 2

See the answer to (b) above. Equitable has no documents related to Equitrans 
communications with the FERC. It is Equitable Gas Company's understanding of 
the application as requesting permission to abandon certain assets by sale. That is 
the authority that was granted to Equitrans and which it exercised as noted in (a) 
above.
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Q. PLEASE STATE YOUR NAME, AND DESCRIBE BY WHOM YOU ARE 
EMPLOYED AND IN WHAT CAPACITY.

A. My name is Milissa Bauer. I am the Vice President of Administration for Kriebel

Minerals, Inc. (“Kriebel”), which is located at 633 Mayfield Road, Clarion, PA. I have 

worked at Kriebel for about 18 years and have held a succession of positions.

Q. HAVE YOU PROVIDED TESTIMONY IN THIS PROCEEDING?

A. Yes. I provided direct testimony to support the positions of the Independent Oil and Gas 

Association of PA (“IOGA”) in this matter. My direct testimony explained our 

operations on Equitable Gas Company’s (“Equitable”) system, our dealings with 

Equitable concerning a request for a new meter tap and meter for our new production on 

the Three Rivers Pipeline, and Equitable’s charges for the use of its new Limestone 

Project pipeline. 1 also pointed out the adverse consequences to our company,

Equitable’s customers and the development of new Pennsylvania production on 

Equitable’s system if Equitable’s Rate AGS cost recovery proposal is approved. I also 

described actions Equitable has taken that restrict the flow of Kriebel’s Pennsylvania 

production on Equitable’s system.

Q. PLEASE STATE THE PURPOSE OF YOUR SURREBUTTAL TESTIMONY.

A. The purpose of my surrebuttal testimony is to respond to a few statements of Mr. Stephen 

Rafferty of Equitable.

Q. WHAT DOES MR. RAFFERTY SAY ABOUT KRIEBEL’S CAPTIVE WELLS?

A. Mr. Rafferty disagrees that the producers submitting testimony in this case, including 

Kriebel, have wells captive to Equitable. He says that because we operate a number of 

wells over acreage covering “considerable distances” and there are a number of local
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distribulion company (“LCD”) and interstate pipeline operations in the area, that we have 

ready access to other pipelines.

Q. WHAT IS YOUR RESPONSE TO THIS TESTIMONY?

A. Wells that are already connected to Equitable are captive unless significant money is laid 

out to move this well’s natural gas to another local distribution system. Many wells are, 

at various times, in their productive lives. If a well is producing later in its productive 

life, the economics would not warrant additional cash outlays. Therefore, this well has 

become captive to Equitable. However, I note that on page 19, lines 17-20, of his rebuttal 

testimony, Mr. Rafferty admits that producers may not have other options.

Q. WHAT DOES MR. RAFFERTY SAY ABOUT HOW PRODUCERS DECIDE 
WHERETO DRILL?

A. Mr. Rafferty describes a host of cost considerations that determine where a producer 

drills and decides which pipeline to produce into. But he does not cite one very 

important item, and that is the costs assessed by the LDC. Producers will access the net 

value to them at the wellhead, which includes the costs and shrink deducted by the LDC. 

Equitable’s costs for gathering and shrink must be in line with their competition, 

otherwise producers will only utilize their system as a last resort or they will decide not to 

drill wells in an area because costs are too high.

Q. ARE EQUITABLE’S COSTS FOR GATHERING AND SHRINKAGE IN LINE 
WITH THEIR COMPETITION?

A. No. Mr. Rafferty uses Kricbel’s movement of the DiCesare tap and production to 

Dominion Peoples because of a significant increase in the tap cost and increased 

gathering rates as an example of the availability of competitive alternatives to Equitable. 

But this example clearly illustrates that Equitable’s meter fees, line operating pressures, 

and fees for gathering and shrink are not competitive with other LDCs. That is why

- 2 -
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Kriebel took this production from Equitable and moved it to PNG where the net value 

received at the well head would be higher.

DOES MR. RAFFERTY COMPARE DOMINION PEOPLES AND EQUITABLE 
FOR ANY OTHER REASON?

Yes, Mr. Rafferty says that even though Equitable and Dominion Peoples have been 

charging producers for several years for gathering facility related investment and 

expenses, both utilities have continued to experience increased local production levels. 

But Mr. Rafferty’s testimony assumes that the Rate AGS charges into the future will be 

competitive with other LDCs. Since the new rates proposed by Equitable (89 cents/Dth 

just for gathering) are not competitive with other LDCs, history cannot be used as an 

indication of future results.

WHAT DOES MR. RAFFERTY SAY ABOUT THE LEVEL OF KRIEBEL’S 
LOCAL PRODUCTION ON EQUITABLE’S SYSTEM DURING THIS TIME?

He reports Kricbel’s increased production volumes and total dollars paid during the

period 2000-07, as well as the Rate AGS fees collected from Kriebel in dollars and as a

percentage of total dollars paid to Kriebel.

DO YOU HAVE ANY COMMENT ON THIS TESTIMONY?

Yes. As Mr. Rafferty’s schedule (Attachment SCR-11) shows, we did not pay Rate AGS

fees during 2000-02 and only minimal fees during 2003, as Rate AGS became effective

November 26, 2003 (Exh. DMB-2). So Mr. Rafferty’s calculation of Rate AGS fees as a

percentage of dollars paid to Kriebel is understated. The correct percentage is 3.8%

(excluding all 2003 volumes), not 3.32%. But this calculation misses the point of my

testimony concerning the adverse effect of increased Rate AGS fees in Kriebel’s

operations. I did not say that payment of significantly increased fees would jeopardize

the overall financial health or profitability of Kriebel. I stated that the increased fees

MAR 83693.1/IND044-253552
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6

could make production from those particular wells subject to Rate AGS unprofitable to 

continue to produce on Equitable, consistent with my testimony above concerning cost 

considerations.

DOES THIS CONCLUDE YOUR SURREBUTTAL TESTIMONY?

Yes, but I reserve the right to respond to any other party’s surrebuttal testimony 

concerning these issues.
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1 Q. HAVE YOU PRESENTED TESTIMONY IN THIS PROCEEDING?

2 A. Yes. I presented direct testimony on behalf of the Independent Oil and Gas

3 Association of Pennsylvania (“IOGA”) and Hess Corporation (“Hess”).

4 Q. ON WHOSE BEHALF ARE YOU SUBMITTING THIS SURREBUTTAL
5 TESTIMONY?

6 A. IOGA.

7 Q. WHAT IS THE PURPOSE OF YOUR SURREBUTTAL TESTIMONY?

8 A. My surrebuttal testimony will respond to much of the rebuttal testimony of

9 Equitable Gas Company (“Equitable” or “Company”) witness Dalena regarding

10 the value of locally produced gas to the customers of the Company, as well as Mr.

11 Fcingold’s reliance on FERC’s standards for assigning costs to shippers.

12 Q. WHAT STANDARDS DOES MR. FEINGOLD RELY UPON TO SUPPORT
13 HIS COST ALLOCATION TO PRODUCERS?
14
15 A. Mr. Feingold relies upon FERC standards. But, if one does closely examine the

16 FERC comments that arc cited by Mr. Feingold they support lOGA’s position -

17 not his. He claims that FERC has a position that the costs of transporting natural

18 gas should be assigned to the “shipper.” The shipper in the case of local

19 production delivered into the gathering system is Equitable when the gas is

20 purchased by Equitable, and it is the end user transportation customer when the

21 gas is purchased by a marketer on behalf of the transportation customer. In both

22 cases, title to the local gas passes to the purchaser as soon as it is delivered into

23 the gathering facilities. In both instances, Equitable already charges a rate for

24 transportation - the distribution rate. So, even according to Mr. Feingold,

25 gathering facility costs should be assigned to and paid by end user customers, not

26 the gas sellers.
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WHAT IS THE MAIN THEME OF MR. DALENA’S REBUTTAL 
TESTIMONY?

The areas of Mr. Dalcna’s rebuttal that address my testimony had a very

consistent theme of “Pennsylvania-produced gas is the highest cost and least

desirable gas supply from Equitable’s perspective.” This theme is exactly the

opposite of what Equitable has been testifying to for years in their annual

purchased cost gas (“PGC”) rate proceedings, and is also opposite of what Mr.

Dalena himself testified in the 2006 failed acquisition attempt.

WHAT DOES MR. DALENA SAY ABOUT EQUITABLE’S GATHERING 
FACILITY INVESTMENTS?

On page 4 of his testimony rebuttal testimony, Mr. Dalena claims that Equitable 

has invested S19 million in improvements on gathering system pipelines that are 

designed to bring local Pennsylvania gas to market.

IS THIS AN ACCURATE PORTRAYAL?

No. Mr. Dalena is incorrect in stating that $19 million was spent entirely on the 

gathering system pipelines. The response to data request IOGA 1-1 (Exhibit JLC- 

5) in JOGA’s complaint case points out that many of the improvements were 

classified to transmission and distribution facilities accounts. From the years 

2000-07, $3.6 million of improvements were made that were classified as 

gathering. Those improvements do not enable producers to move their gas to off- 

system markets, that is, to access a wide variety of purchasers of natural gas 

available through connections with an interstate pipeline system. The response to 

data request IOGA III-l (Exhibit JLC-5) in the base rate case states that “for the 

calendar years 2005, 2006, and 2007, all of the gas entering Equitable’s gathering 

facilities, net of lost and unaccounted for gas and compressor fuel was delivered

. -) .
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to customers of Equitable Gas.” Those gathering system improvements Mr. 

Dalena references were made so that Equitable was able to obtain additional 

Pennsylvania production gas for one market, the system supply of the Equitable 

Gas distribution utility. This has been a benefit to the customers of Equitable 

Gas.

Q. WHAT WAS THE SOURCE OF THE FUNDS FOR THOSE 
INVESTMENTS?

A. Mr. Dalena’s testimony gives the impression that Equitable altruistically invested 

$19 million of is own money, but that is not accurate. The response to IOGA IV- 

3 (Exhibit JLC-5) shows that in 2007 alone Equitable collected $5,169,989 from 

producers under Rate AGS. In the years that Rate AGS has been in effect (since 

2003) the Company has collected their investment from the gas producers to pay 

for these piping improvements, according to Mr. Rafferty’s rebuttal testimony.

Q. WHAT DOES MR. DALENA SAY ABOUT THE NATURE OF 
PENNSYLVANIA PRODUCED GAS?

A. On page 6, Mr. Dalena expresses his opinion that Pennsylvania produced gas 

cannot be a substitute for Southwest gas delivered to Equitable through their 

pipeline affiliate Equitrans.

Q. DO YOU AGREE?

A. No. Data provided by the Company illustrate that Pennsylvania produced gas has 

been increasing as a portion of the Company’s system supply, while Southwest 

gas has been decreasing as a portion of the Company's system supply. This is 

what 1 mean when 1 say that Pennsylvania produced gas has been a substitute or 

replacement for Southwest gas.

-3-



HOW DOES PENNSYLVANIA PRODUCTION FLOW ON EQUITABLE’S 
SYSTEM?

On page 6 of his testimony, Mr. Dalena states that Pennsylvania gas flows evenly 

on a continuous basis and is not decreased in the summertime and increased in the 

wintertime when customer demand increases.

IS HIS TESTIMONY ACCURATE?

No. As evidenced in the Company’s 2008 1307f filing (Docket Number R-2008- 

2021160) Item 53.64 (c) (a), Section I, Part D, Sheet 2 of 4 and Section I, Part B, 

Sheet 2 of 6 (Revised) (Exhibit JLC-6), the seasonality of Pennsylvania gas is 

clear. The Summary of 2007 Actual data shows the three summer months of 

June, July and August for total Appalachian purchases to be 1,906,699 Dth and 

the three winter months of December, January, and February to be 3,269,161 Dth. 

That illustrates a summer decrease of 41 %. In their 2008 Estimate the 

Appalachian Direct was broken out from the Total Appalachian volumes. The 

three summer months total 214,612 Dth compared to the three winter months of 

675,000 Dth, which is an even greater summer decrease of 69%. Another 

illustration is demonstrated in Equitable’s response to OCA 1-21 (Exhibit JLC-5) 

which I am including along with my Exhibit JLC-7 based on that data. The flow 

of Pennsylvania gas, similar to Southwest gas is increased in the wintertime to 

supply the greater customer demands due to seasonal heating requirements. Mr. 

Dalena’s contention that Pennsylvania gas flows evenly on a continuous basis is 

just plain wrong.

YOU MENTIONED EARLIER THAT MR. DALENA’S TESTIMONY IS 
THAT PENNSYLVANIA GAS IS HIGHER COST THAN INTERSTATE 
GAS. WHAT IS MR. DALENA’S SUPPORT FOR THIS POSITION?
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Mr. Dalena has constructed an exhibit that purportedly illustrates that the cost of 

Pennsylvania produced gas is higher than the cost of interstate gas that flows 

through Equitable's affiliate

WHAT IS YOUR RESPONSE TO THIS EXHIBIT?

There are many fallacies contained in this exhibit and in my opinion purported 

conclusions are not valid. Mr. Dalena has constructed his exhibit by not 

describing the aggregate cost of gas supplies and selectively choosing data from a 

moment in time that illustrates the point he is trying to make. Such data is not 

representative of the actual situations which Equitable has experienced over 

several years in terms of the cost of their system supply gas. My first comment 

on this exhibit is that it is exactly a snapshot in time. Mr. Dalena selected October 

2008 as the basis for the price data he cites to construct his comparison. Such a 

snapshot is totally inappropriate for a comparison of the gas supply costs of the 

Equitable system. A review of PGC data illustrates clearly that for several years 

interstate gas supply was the more expensive source of gas compared to 

Pennsylvania production.

My second comment is that the starting point for the comparison, the 

index or purchase price of gas, is not a fair starting point. In the Pennsylvania 

Appalachian case and the Equitrans Gathering examples Mr. Dalena selected the 

Nymex settled price of October 2008 was $7.472/Dth. For the Interstate example 

Mr. Dalena selected the TETCO East Texas Index of $6.53/Dth. One can see that 

the spread between these two numbers is $0.94. However, if a dozen year history 

of this data is examined as 1 did in my Exhibit JLC-7, one can see that the average 

difference is not $0.94, but instead $0.43. This indicates that there has been no
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significant change in the historic price differential to warrant the logical result of 

Mr. Dalena’s testimony: that Equitable should be buying all Southwest gas to 

serve its customers. It seems Mr. Dalena has deliberately picked his month of 

comparison at an extreme point which skews the result. In fact, the difference in 

the two indices has not been that great since February 2006. Mr. Dalena’s 

comparison is not valid.

My third comment is that Mr. Dalena’s assumption of a lost and 

unaccounted for factor for Pennsylvania Appalachian of 10% to 20% is arbitrary 

and overstated. He used tariffed retainage amounts in the Interstate examples of 

5.8% on TETCO and 3.7% on Equitrans. His 10% to 20% numbers for 

Pennsylvania Appalachian are not part of any tariff and not contained in the 

current local production contracts as an acceptable retainage percentage, but 

merely amounts submitted in this proceeding while Equitable had submitted an 

LUFG study in its 2008 PGC proceeding (which was pending after Equitable 

made its base rate filing) supporting its tariffed retainage of 6% and 8% for 

transportation customers (Rule 11.4).

Q. WHAT IS THE COST OF PENNSYLVANIA PRODUCTION IN MR. 
DALENA’S EXHIBIT?

A. Mr. Dalena assumed an $0.89/dth gathering cost for Pennsylvania Appalachian 

gas. But this is not appropriate because it includes the sunk cost of the gathering 

investments at the full proposed rate increase. See IOGA responses to Equitable 

II-10 and 11-64 (Exhibit JLC-5). Clearly $0.89 grossly exaggerates the cost of 

Pennsylvania gas, which is the deception that Mr. Dalena was attempting.

Q. WHAT IS A MORE RELIABLE COMPARISON OF THE COST OF 
PENNSYLVANIA GAS AND SOUTHWEST GAS?
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A more reliable comparison of the data would use the true costs of interstate gas 

and Pennsylvania produced gas. The data from Equitable Gas’ 2008 PGC 

proceeding would be a more reliable indicator because that data encompasses the 

gas supply costs for the entire year. Looking at my exhibit of data from the 

Company’s 2008 PGC filing (Docket Number R-2008-2021160), Item 53.64 (c)

(a), Section I, Part D, Sheet 2 of 4 and Section I, Part B, Sheet 2 of 6 (Revised) 

(Exhibit JLC-6), it can be seen that Pennsylvania produced gas is actually less 

expensive than interstate gas. I used this exhibit earlier to illustrate the 

seasonality of local production. Now 1 am using the Company’s exhibit to 

demonstrate the lower cost of Pennsylvania gas. Using 2007 Actual data and 

calculating the Appalachian purchase cost by dividing $72,688,925 by 9,869,200 

Dth results in $7.36/Dth. The southwest purchases for that period were 

$58,302,851 divided by 6,289,883 Dth which results in $9.26/Dth.

Looking at what the Company calls “Estimated Purchased Gas Costs” for 

2008-2009, which includes the month of October 2008 used in Mr. Dalena’s 

exhibit, similar calculations are:

- Appalachian Direct: $21,309,274 / 2,248,441 Dth = $9.47/Dth

- Appalachian Transport: $68,959,641 / 6,970,500 Dth = $9.89/Dth

- Southwest: $49,062,398/4,660,602 Dth = $10.52/Dth

So if one looks at commodity costs it is clear from the Company’s own evidence 

that local Pennsylvania gas is less expensive Southwest gas. This is why the 

Company has consistently testified in their PGC cases that local gas is beneficial

-7-
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to their customers and why the Company continues to expand its purchases of 

local gas.

WERE YOU ABLE TO CONSTRUCT A SIMILAR COMPARISON USING 
MONTHLY DATA?

Yes. The data contained in the response to the PGC data request OCA 1-1 was 

examined. 1 have included that data request and the data tables as an exhibit. I 

have added the average numbers at the bottom of each of the three categories of 

gas supply. The price relationships remain the same with the highest cost being 

Southwest at $9.92/Dth, then Appalachian Transport at S9.56/Dth, and the lowest 

being Appalachian Direct at $9.I3/Dth.

ARE THERE OTHER COSTS INVOLVED?

Yes. There are the expensive upstream demand charges.

WHAT ARE THE DATA FOR THOSE CHARGES?

From the same PGC filing, looking at the Actual costs for 2007 the Demand is 

listed as $52,299,042 and the 2008-2009 Estimate is $52,049,793. The Estimate 

costs are actually broken down in the Company’s table into ‘‘Upstream Demand 

Costs” and “Equitrans Demand Costs”.

WHAT ARE EACH OF THOSE COSTS?

The Upstream Demand costs, which are the costs of the TETCO Pipeline, are 

$17,357,551, and the Equitrans costs are $34,692,242. So the affiliate pipeline 

demand costs are approximately twice the non-affiliate costs.

WHERE DOES THE TETCO PIPELINE ORIGINATE?

That pipeline brings gas from Texas up to Pennsylvania, approximately 1,200 

miles.

-8-
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WHERE DOES THE EQUITRANS PIPELINE ORIGINATE?

That pipeline brings gas from West Virginia to Pennsylvania, approximately 200 

miles.

DOES EQUITABLE AGREE WITH IOGA THAT PENNSYLVANIA 
PRODUCTION IS A NECESSARY PART OF ITS SUPPLY FOR ITS 
CUSTOMERS?

No. On page 9 Mr. Dalena states that if Pennsylvania production were to 

disappear tomorrow or return to the level of 10 years ago, that the customers of 

Equitable gas would be unaffected.

WHAT IS YOUR RESPONSE TO THIS TESTIMONY.

Mr. Dalena’s comments reverse a long-standing company position and is not 

consistent with the data shown above. This is the first time anyone from Equitable 

has expressed the thought to not incorporate Pennsylvania produced gas in its gas 

supply plan. Traditionally, Equitable’s supply strategy has included using 

Pennsylvania produced gas, and this has increased over the past years. In the 

2008 PGC case, which was pending when Equitable filed its base rate case, 

Company witness Wiggers stated: “I would expect the percentage of supply from 

other Appalachian sources to continue to increase during the next several years 

and the percentage form the Southwest production area to decline accordingly.” 

(Equitable St. No. 3, p. 8, lines 3-6).

MR. DALENA CITES A 100 YEAR PERIOD WHERE EQUITABLE DID 
NOT OPERATE WITH PENNSYLVANIA PRODUCTION. IS THIS 
ACCURATE?

No. Historically Equitable operated gas wells, and in fact still does have 

operating gas wells which they ow n and produce gas for use on their system.

They have always had Pennsylvania production as part of their gas supply mix.

-9-
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DOES MR. DALENA SAY ANYTHING ABOUT THE RELIABILITY OF 
PENNSYLVANIA GAS?

Yes. On page 9 Mr. Dalena acknowledges that Pennsylvania Gas is relatively 

reliable.

WHAT VALUE DOES THIS STATEMENT HAVE?

According to the PGC testimony provided by Equitable witnesses, the reliability 

of Pennsylvania gas is desirable and has value. Mr. Wiggers states: “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 St. No. 3, 

p. 6, lines 21-23).

WHAT IS THE PURPOSE OF PENNSYLVANIA GAS ON EQUITABLE’S 
SYSTEM?

According to Mr. Dalena (p. 11), Equitable’s baseload demand is entirely satisfied 

by the purchase oflocal Pennsylvania gas.

IS THIS STATEMENT ACCURATE?

No, it is not. Reviewing PGC data it can be seen that the baseload demands of 

Equitable are met in part with Pennsylvania produced gas, but not exclusively. 

Examining the 2007 actual data it can be seen that the summer load for July, 

August and September totaled 1,061,659 Dth from Appalachian Purchases or 

73.5% of the total and 382,598 Dth from Upstream Pipeline Supply or 26.5% of 

the total. The Company did not break out the data in their exhibit but has testified 

elsewhere that Appalachian Purchases consist of Appalachian Direct 

(Pennsylvania gas) and Appalachian Transport (gas that flows through Equitrans).

- 10-
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In fact, there is still room for growth of Pennsylvania based gas provided on a 

continuous year around basis.

ON PAGE 12 MR. DALENA EXPLAINS THAT IT WAS THE 
COMPANY'S VIEW THAT THEIR INVESTMENT IN GATHERING 
SYSTEM IMPROVEMENTS WOULD BE RECOVERED BY 
REDUCTIONS IN PGC GAS COSTS. DOES NOT THIS TESTIMONY 
SUPPORT YOUR POINT?

Yes, the Company clearly believed that increased use of local gas production

would result in savings of interstate pipeline costs for customers.

WHO SHOULD BEAR THE EXPENSE OF LOST AND UNACCOUNTED 
FOR GAS?

In the case of the Apollo acquisition it should clearly be borne by the shareholders 

of Equitable Resources. If Equitable was lax on their due diligence associated 

with this piping acquisition, as Mr. Dalcna seems to acknowledge indirectly, they 

should not be permitted the safety net of having customers or producers pay an 

extraordinary amount to improve this leaky system or to pay for an extremely 

high LUFG charge. At the time of acquisition. Equitable stated they were not 

going to recover any acquisition costs associated with this system. Just because 

several years have passed and Equitable allegedly has only recently learned of the 

mistakes they made in their assessment prior to purchase, this does not create a 

justification for attempting to recover such costs now from customers or 

producers. The leaky pipes would have been evident in 1999 when the system 

was operating at 8 psig. Equitable’s position that they did not know how leaky 

those pipes were until the operating pressure increased is a transparent excuse for 

not making the necessary repairs when they should have and a transparent after 

the fact rationalization to support putting the LUFG costs on producers.

-11-



ONCE GAS PRODUCERS HAVE DRILLED A WELL THAT BECOMES 
CONNECTED TO THE EQUITABLE SYSTEM, DO THEY HAVE A 
STRONG NEGOTIATING POSITION WITH RESPECT TO CHARGES 
EQUITABLE MAY ASSESS THEM IN THE FUTURE?

No. This is best evidenced by Mr. Dalena's testimony on page 16, line 14, where

he disputes Ms. Burgraffs testimony that under Equitable’s proposal gathering

costs will become PGC “gas costs” by firmly stating “unequivocally this will not

happen. If producers were to demand such a price (that includes increased

gathering costs), Equitable would simply refuse to buy the gas as Equitable has

many other supply options.”

ON PAGE 17 MR. DALENA STATES THAT YOU DID NOT PROVIDE 
ANY PROOF THAT PENNSYLVANIA GAS WAS LOWER COST. DOES 
SUCH PROOF EXIST?

Yes. With the many years of Company PGC filings, I was surprised when I read 

Mr. Dalena’s comment because I did not expect the Company to do a complete 

reversal of its position regarding the attractiveness of Pennsylvania gas and its 

cost advantages. The proof which I relied on is the Company’s testimony and 

exhibits in their PGC cases. My surrebuttal testimony contains many references 

and exhibits from the 2008 PGC case.

ON PAGE 19 MR. DALENA CITES A SECTION OF THE 
PENNSYLVANIA CODE. WHAT IS THE RELATIONSHIP OF THAT 
SECTION IN THIS PROCEEDING?

I am not sure. In my direct testimony I cited the sections from Chapter 60 that 

addressed development of local Pennsylvania gas. Section 60.1 specifically 

states: “The development of Pennsylvania natural gas should be promoted, 

because it will achieve benefits that accrue to gas utilities and their customers.” 

That is clearly addressing local gas production. Section 60.2 slates: “The tariff
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may not unreasonably restrict Commonwealth natural gas producer access to gas 

utility facilities.” Mr. Dalena cites a section that refers to natural gas 

transportation customers, which is really not a topic that I addressed in my direct 

testimony, except when discussing the Agency program, and otherwise is not 

involved in this case.

ON PAGE 19 MR. DALENA CLAIMED THAT EQUITABLE DOES NOT 
PURCHASE GAS FROM ITS AFFILIATE AND OFFERS THAT AS AN 
INDICATION THAT EQUITABLE RESOURCES WILL NOT ACT IN ITS 
FINANCIAL SELF-INTEREST IF AN OPPORTUNITY AROSE. IS HIS 
STATEMENT CORRECT?

No. It is wrong on both claims. Equitable does indeed buy gas from its affiliate as 

described in Attachment 1 to Item 53.65(1) in the 2008 PGC filing (Exhibit JLC- 

8). My direct testimony was describing actions that Equitable Resources could 

take prospectively, and one of those actions is purchasing gas from their 

production or marketing affiliates. Equitable Resources’ presentations to the 

financial community have stressed their role as a production company and

downplayed their role as a regulated public utility.

MR. DALENA CLAIMS ON PAGE 20 TO HAVE “DEMONSTRATED 
THAT THESE INTERSTATE DELIVERED GAS VOLUMES UNLIKE 
PENNSYLVANIA PRODUCTION ARE TRULY LOW COST.” WAS THIS 
DEMONSTRATED?

No. I already discussed Mr. Dalcna’s contrived exhibit. That one self-serving 

example does nothing to refute years of evidence in the Company’s own PGC

filings. Those filings state clearly that Pennsylvania production is their low cost

gas source. Mr. Dalena should also reread my direct testimony where I cite his

coworker, Mr. Quinn, who states: “Equitable also believes that a benefit will exist 

for residential, commercial, and industrial distribution customers of Equitable if

- 13 -
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Pennsylvania production can be acquired and transported to Equitable’s 

distribution system at prices less than city gate delivered interstate natural gas 

supply.” (Equitable Response to IOGA 1-28).

FINALLY ON PAGE 21 MR. DALENA TAKES ISSUE WITH YOUR 
COMMENT THAT ONCE A PRODUCER DRILLS A WELL THAT IS 
CONNECTED TO EQUITABLE’S SYSTEM THAT THEY ARE CAPTIVE 
TO THE SYSTEM. HOW DOES HE REFUTE YOUR CLAIM?

In his response. Mr. Dalena does not address my points regarding producers

having no negotiation capability once they are hooked into the Equitable system.

Perhaps this is because he already laid out his “negotiation” technique earlier

when he pointed out that Equitable could simply not buy Pennsylvania producer

gas as they have many other supply options.

PLEASE SUMMARIZE YOUR RESPONSE TO MR. DALENA’S 
TESTIMONY CONCERNING PRODUCER ISSUES.

Mr. Dalcna’s claims that Pennsylvania gas is the high cost supply source of

system gas is the opposite of what the Company has been stating in their PGC

filings for years. It is a contradiction of Company witness sworn testimony,

including Mr. Wiggcrs, the Director of Gas Supply, and Mr. Quinn, the Vice

President of Marketing and Rates. Lastly, it is in conflict with Mr. Dalcna’s own

sworn testimony. In the failed acquisition case in 2006, when Mr. Dalena was

asked about the impact of the merger on the natural gas supply market, he stated

that the Company believed that “the combination of the two companies will

increase access to locally produced direct feed gas.” He goes on to extol the

benefits of Pennsylvania gas by testifying that: “Natural gas fed directly into our

distribution system allows NGSs to reduce their need to contract for more

expensive upstream pipeline capacity.”
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Pennsylvania gas has long been recognized by the Commission as a 

desirable and reliable component of gas supply for the customers. The Company 

should not be permitted to institute new, higher charges for obtaining local gas 

because that disadvantages the customer. The Company should stand by its 

testimony in other regulatory proceedings and develop additional capabilities to 

bring local gas to customers so that all can benefit.

DOES THIS CONCLUDE YOUR SURREBUTTAL TESTIMONY?

Yes, but 1 reserve the right to respond in oral rejoinder to other parties’ surrebuttal 

testimony concerning the issues addressed in my surrebuttal.



Exhibit JLC-5

Equitable’s Responses to:

Docket No. C-20066800

IOGA 1-1

Docket No. R-2008-2029325

IOGA 1-3 
IOGA 1-28 
IOGA III-l 
IOGA IV-3

Docket No. R-2008-2021160

OCA 1-1 
OCA 1-21 
OCA III-l
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Docket No. R-2008-2029325
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Equitable 11-64



litjuitubtc. Cos Cumpnny

Stttnmttfy of Cu/iiial Expenditures 2000 • 2007
lOC.i ■ 1 '■]

1 n^vripiinn | 2000 2001 2002 20(13 2004 2005 2006 2007 Total |

NATURAL CAS PRODUCTION & GATHERING PLANT

J25.I Producing Lands 2,365 2.365
.<25.2 Pn.>ducing Leaseholds
325.3 Gas Righrs 3.861 3.861
325.4 Righis of Way 2.228 2.228
325 5 Oihcr Land and Land Rights 551 551

Other Plant and Miscellaneous equipment

527 field Compressor Station Structures 1.517 56.099 57.416
328 field Measuring & Regulating Station Structures 9,872 9.872
329 Other Structures .

530 Producing Gas Wells-Well Construction _
351 Producing Gas Well*. Well Equipment .

<32 F ield Lines 1.342 224,607 414.405 1.305.146 944.893 2.890.393
j Field Compressor Station Equipment • - 3,575 618.731 622,306

334 field Measuring &. Regulating Station Equipment 59.477 59.477
535 Drilling & Cleaning Equipment .

356 Purification Equipment
').;7 Other Equipment 598 598
558 Unsuccessful Exploration & Development Costs

Total Natural Cas Production & Gathering Plant 1.542 224.607 - 429.169 2,049.056 914.893 3.649,067

THA^S.XUSSION PLAINT

365.1

365.2
366

Land and Lund Rights
Rights of Way
Structuresanj Improvements

367 Mains 48.956 2.884.100 9.138 558.605 3.300.798
5<>R Compressor Sration Equipment 455,747 458.447 1.917.936 2.157.282 700,396 1.964,225 60,036 7.714.064
369
<70
171

Measuring and Regulating Station Equipment 
Communication Equipment
Other Equipment

19.121 4.481 19,193 5.22* 5.804 (8.044) 1148.024) (102.112

374

Total Transmission Plant

DISTRIBUTION PLANT

Land A Lund Rights
Structures and Improvements

474.869 55.437 458.443 4,821.229 2.162.608 715.338 1.956,181 270.615 10.912,720

376
377

Mains
Cumprew'r Station Equipment

166,795 198.325 158 471 446,001 246.241 2.275,662 3,491.495



Docket No. R-2008-2029325
Item: IOGA-I-3
Respondent: Thomas P. Wiggers
Position: Director, Gas Supply

EQUITABLE GAS COMPANY
Response to Interrogatories of the
Independent Oil and Gas Association of Pennsylvania

Item: IOGA-I-3

(a) Please list the number of customers currently using Rate AGS and provide the 
information in a tabular format listing customers by number (not name) separating the 
customers into the following categories: producer, end user, marketer, other. Please 
provide the information in Excel format.

(b) For each customer listed in (a), please list next to the customer the rate currently 
being paid by the customer. If the customer is paying a discounted rate (i.e., a rate less 
than the highest rate currently being charged) please provide the reason for the discount 
next to the rate. If the reason is a competitive alternative, list the distance of the 
alternative pipeline and the name of the pipeline’s owner (i.e., Dominion Peoples, 1 
mile, etc) that the customer could use. If the reason for the discount rate is not a 
competitive alternative, explain why a discount is being offered.

(c) For each customer listed in (a), adding onto the schedule prepared in (b) add 
another column showing the level of shrinkage (or retainage) being charged by customer. 
If the retainage rate for a customer is less than the maximum amount currently being 
charged under Rate AGS please also explain why the customer is receiving a discount 
from maximum retainage charged.

Response:

Please see the attached for a list of the current gathering and retainage charges being 
assessed to Rate AGS customers. All Rate AGS charges are negotiated. The agreements 
related to the attached are confidential and are in possession of each IOGA member who is 
a party to the agreement. The agreements could be made available to counsel on a limited 
and confidential basis pursuant to terms of an appropriate confidentiality agreement and 
protective order.



EQUITABLE GAS COMPANY 

Response to Interrogatories of IOGA

Docket No. R-2008-2029325 

Item: IOGA-I-3

Customer Rate

Type________Number Gathering Retainage

Producer 56 $ 0.00%
Producer 1 $ 0.1400 0.00%
Producer 5 $ 0.2500 0.00%
Producer 2 $ 0.3000 0.00%
Producer 1 $ 0.3500 0.00%
Producer 2 $ 0.4000 0.00%
Producer to $ 0.5000 0.00%
Producer 1 $ 0.5000 2.00%
Producer 5 $ 0.2500 5.00%
Producer 15 s 0.3000 5.00%
Producer 7 $ 0.3500 5.00%
Producer 1 $ 0.4000 5.00%
Producer 4 $ 0.4500 5.00%
Producer 1 $ 0.4656 5.00%
Producer 1 $ 0.5000 5.00%
Producer 2 $ 0.2500 5.40%
Producer 1 $ 0.3000 5.40%
Producer 4 $ 0.3500 5.40%
Producer 2 $ 0.4000 5.40%
Producer 2 $ 0.4500 5.40%
Producer 19 $ 0.4656 6.68%
Producer 2 $ 0.4756 6.68%
Producer 8 $ 0.4791 6.68%
Producer 5 $ 0.6500 7.50%
Marketer 1 $ 0.1656 0.00%
Marketer 4 $ 0.2500 0.00%
Marketer 1 $ 0.3000 0.00%
Marketer 2 $ 0.3500 0.00%
Marketer 1 $ 0.4500 0.00%
Marketer 1 $ 0.4656 0.00%
Marketer 1 s 0.4657 0.00%
Marketer 1 $ 0.4791 0.00%
Marketer 2 $ 0.5000 0.00%
Marketer 1 $ 0.5500 0.00%
Marketer 1 $ 1.0000 0.00%
Marketer 4 $ 0.00%
Marketer 1 $ 0.4656 6.68%



Docket No. R-2008-2029325
Item: IOGA-l-28
Respondent: John M. Quinn
Position: Vice President, LDC Rates and Gas Supply

EQUITABLE GAS COMPANY
Response to Interrogatories of die
Independent Oil and Gas Association of Pennsylvania

Item: IOGA-l-28

Does Equitable view its gathering system as a benefit to its ratepayers? Please explain.

Response:

Equitable views its gathering system as a benefit to its ratepayers. Customers receive 
natural gas service directly from gathering lines (service from field lines). Absent 
Equitable’s service from field lines, distribution service line extensions, for the most part, 
would be uneconomic and therefore, many customers would be denied natural gas service.

Equitable also believes that a benefit will exist for residential, commercial, and industrial 
distribution customers of Equitable if PA production can be acquired and transported to 
Equitable’s distribution system at prices less than city gate delivered interstate natural gas 
supply. Producers who use the gathering system to bring their gas to market also benefit 
from the gathering system.



Docket No. R-2008-2029325 
Item: IOGA-DM 
Prepared by: Thomas P. Wiggers 
Title: Director Gas Supply

EQUITABLE GAS COMPANY
Response to Interrogatories of the
Independent Oil and Gas Association of Pennsylvania

Item: IOGA-III-1

For calendar years 2005,2006 and 2007, what percentage of gas entering 
Equitable's system through its gathering facilities is delivered to customers of 
Equitable Gas?

Response:

For the calendar years 2005, 2006 and 2007, all of the gas entering Equitable’s gathering 
facilities, net of lost and unaccounted for gas and compressor fuel was delivered to 
customers of Equitable Gas.



Equitable Gas Company 
Docket No. R-2008-2029325 
IOGA-IV-3

2007 Rate AGS Revenue $

Adjustment 1 - Expiration of gas purchase agreements 
Adjustment 2 - Estimated additional revenue due to 

negotiated rate increases 
Adjustment 3 - estimated well declines; producers 

exercising competitive offers; line abandonment 
Adjustment 4 - Projected additions __

Forecasted Rate AGS throughput $

_$______
5,169,989

(727,263)
391,921

(238,193) 5% decline in throughput @ avg. rate of $.33
730,000 approximately 2,000 per day of increased throughput

5,326,454



Docket No. R-2008-2021160
Item: OCA-I-1
Respondent: Robert M. Narkevic
Position: Manager, Rates

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

Item: OCA-I-1 „ :

Please provide an explanation of, identify the assumptions made in, and provide a copy of 
all workpapers, correspondence, or other documentation, including computer spreadsheet 
files, supporting the derivation of the projected monthly purchase volumes and rates for all 
gas supply and transportation sources during the period February 2008 through 
September 2009.

Response:

Please see the attached schedules which support the rates used by EGC for gas supply and 
transportation. Also, please refer to the responses for OCA 2, OCA 3, OCA 4, and OCA 5, 
discussing the detail for projecting monthly volumes.



Equitable Gas Company

Estimate of Southwest Gas Purchases for the Period 

February 2007 through September 2008

Estimated Estimated
NYMEX Retainage

February 2008 . $
March $

April $

May $

June $

July $

August $
September $

October $

November $

December $

January 2008 $

February $

March $

April $

May $

June $

July $

August $

September $

7.996 $ 1.03
8.660 $ 1.12
8.668 $ 1.01
8.680 $ 1.01
8.730 $ 1.01
8.806 $ 1.02
8.872 $ 1.03
8.885 $ 1.03

8.970 $ 1.04
9.260 $ 1.07
9,580 $ 1.11
9.800 $ 1.14
9.785 $ 1.13
9.535 $ 1.11
8.285 $ 0.96
8.215 $ 0.95
8.265 $ 0.96
8.325 $ 0.97
8.380 $ 0.97
8.392 $ 0.97

SHEET 1 of 3

Estimated
Variable

Costs

City-Gate

Cost

$/Dth

$ 0.0833 $ 9.11

$ 0.0833 $ 9.86

$ 0.0833 $ 9.76

$ 0.0833 $ 9.77

$ 0.0833 $ 9.83

$ 0.0833 $ 9.91

$ 0.0833 $ 9.98

$ 0.0833 $ 10.00

$ 0.0833 $ 10.09

S 0.0833 $ 10.42

$ 0.0833 $ 10.77

$ 0.0833 $ 11.02

$ 0.0833 $ 11.00

$ 0.0833 $ 10.72

$ 0.0833 $ 9.33

$ 0.0833 $ 9.25

$ 0.0833 $ 9.31

$ 0.0833 $ 9.37

$ 0.0833 $ 9.44

$ 0.0833 $ 9.45



Estimate of Appalachian Costs 

February 2007 through September 2008

Equitable Gas Company

Estimated
NYMEX

February 2008 $ 7.996
March $ 8.660
April $ 8.668
May $ 8.680
June $ 8.730
July $ 8.806
August $ 8.872
September $ 8.885

October $ 8.970
November $ 9.260
December $ 9.580
January 2008 $ 9.800
February $ 9.785
March $ 9.535
April $ 8.285
May $ 8.215
June $ 8.265
July $ 8.325
August $ 8.380
September $ 8.392

Estimated
Basis

Estimated 

Appalachian 

Direct Feed 

Cost

$ 0.414 $ 8.41

$ 0.382 $ 9.04

$ 0.326 $ 8.99

$ 0.319 $ 9.00

$ 0.312 $ 9.04

$ 0.315 $ 9.12

S 0.315 $ 9.19

$ 0.312 $ 9.20

$ 0.322 S 9.29

$ 0.322 $ 9.58

$ 0.322 $ 9.90

$ 0.322 $ 10.12

$ 0.322 $ 10.11

$ 0.322 $ 9.86

$ 0.322 $ 8.61

$ 0.322 $ 8.54

$ 0.322 $ 8.59

$ 0.322 $ 8.65

$ 0.322 $ 8.70

$ 0.322 $ 8.71

SHEET 2 of 3

Estimated

Estimated
Variable Estimated

Appalachian

Transport

Costs Retainaqe Cost

$ 0.0168 $ 0.38 $ 8.81

$ 0.0168 $ 0.43 $ 9.49

$ 0.0168 $ 0.41 $ 9.42

$ 0.0168 S 0.41 $ 9.42

$ 0.0168 $ 0.41 $ 9.46

$ 0.0168 $ 0.41 $ 9.55

$ 0.0168 $ 0.41 $ 9.62

$ 0.0168 $ 0.40 $ 9.62

$ 0.0168 $ 0.42 $ 9.73

$ 0.0168 $ 0.43 $ 10.03

$ 0.0168 $ 0.44 $ 10.36

$ 0.0168 $ 0.45 $ 10.59

$ 0.0168 $ 0.45 $ 10.57

S 0.0168 s 0.44 $ 10.31

$ 0.0168 $ 0.39 $ 9.01

$ 0.0168 $ 0.39 $ 8.94

$ 0.0168 $ 0.39 $ 8.99

$ 0.0168 $ 0.39 $ 9.06

$ 0.0168 $ 0.39 $ 9.11

$ 0.0168 $ 0.39 $ 9.13



1307f OCA M Estimated Estimated
Southwest Gas NYMEX Retainage

February-07 $7,996 $1.03
March S8.660 $1.12
April $8,668 $1.01
May $8,680 $1.01
June $8,730 $1.01
July $8,806 $1.02
August $8,872 $1.03
September $8,885 $1.03

October $8,970 $1.04
November $9,260 $1.07
December $9,580 $1.11
January-08 $9,800 $1.14
February $9,785 $1.13
March $9,535 $1.11
April $8,285 $0.96
May $8,215 $0.95
June $8,265 $0.96
July $8,325 $0.97
August $8,380 $0.97
September $8,392 $0.97

Estimated Variable Costs City-Gate Cost 

S.Dth

SO.0833 
$0.0833 
$0.0833 
$0.0833 
$0.0833 
$0.0833 
$0.0833 
$0.0833 

$0.0833 
$0.0833 
$0.0833 
SO.0833 
$0.0833 
$0.0833 
$0.0833 
$0.0833 
$0.0833 
$0.0833 
$0.0833 
$0.0833

$9.11

$9.86

$9.76

$9.77

$9.83

$9.91

$9.98

$10.00

$10.09

$10.42

$10.77

$11.02

$11.00
$10.72

$9.33

$9.25

$9.31

$9.37

$9.44

$9.45

$9.92

Average
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Appalachian Gas

Estimated
NYMEX

Estimated
Basis

Estimated 

Appalachian 

Direct Feed

Cost

February-07 $7,996 $0,414 $8.41

March $8,660 $0,382 $9.04

April $8,668 $0,326 $8.99

May $8,680 $0,319 $9.00

June $8,730 $0,312 $9.04

July $8,806 $0,315 $9.12

August $8,872 $0,315 $9.19

September $8,885 $0,312 $9.20

October $8,970 $0,322 $9.29

November $9,260 $0,322 $9.58

December $9,580 $0,322 $9.90

January-08 $9,800 $0,322 $10.12

February $9,785 $0,322 $10.11

March $9,535 $0,322 $9.86

April $8,285 $0,322 $8.61

May $8,215 $0,322 $8.54

June $8,265 $0,322 $8.59

July $8,325 $0,322 $8.65

August $8,380 $0,322 $8.70

September $8,392 $0,322 $8.71

$9.13

Average

Estimated

Appalachian

Estimated 
Variable Costs

Estimated
Retainage

Transport

Cost

$0.0168 $0.38 $8.81

$0.0168 $0.43 $9.49

$0.0168 $0.41 $9.42

$0.0168 $0.41 $9.42

$0.0168 $0.41 $9.46

$0.0168 $0.41 $9.55

$0.0168 $0.41 $9.62

$0.0168 $0.40 $9.62

$0.0168 $0.42 $9.73

$0.0168 $0.43 $10.03

$0.0168 $0.44 $10.36

$0.0168 $0.45 $10.59

$0.0168 $0.45 $10.57

$0.0168 $0.44 $10.31

$0.0168 $0.39 $9.01

$0.0168 $0.39 $8.94

$0.0168 $0.39 $8.99

$0.0168 $0.39 $9.06

$0.0168 $0.39 $9.11

$0.0168 $0.39 $9.13

$9.56

Average



1,00»,000
961,244

Month

Appalachian
Production
Direct Feed

Appalachian
Production
Gathering

Total
Appalachian

Jan-07 393,312 508,372 901,684
Fcb-07 365,349 488.335 853,684
Mar-07 291,962 589.853 881,815
Apr-07 405,838 414,184 820,022

May-07 415,942 320,389 736,331
Jun-07 306,816 31 1,322 618,138
Jul-07 316,979 295.45! 612,430

Aug-07 311.867 284,449 596,316
Sep-07 307,814 269,637 577,451
Oct-07 319,488 323,696 643,184

Nov-07 124,060 590.496 714,556
Dec-07 127,911 637,391 765,302
Jan-08 130,344 780,239 910,583
Feb-08 1 16.363 844.881 961,244

Totals: 3,934,045 6,658,695 10,592,740
Column 1 2 Sum of 1 and 2

hqmtahlc

Infurmatiun

Rffcrencc OCA-l-21-2nd Revised

OCA-l-21-2nd

Revised



Docket No. R-2008-2021160 
Item: OCA-1IM 
Respondent: Thomas P. Wiggers 
Position: Director, Gas Supply

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

Item: OCA-IIM

Reference the response to OCA-I-21 Revised. Please explain:

a. how much of the local gas flows over Equitable’s gathering facilities;

b. the extent to which the producers supplying the local production are assessed a 
retainage charge; and

c. how PGC customers are assured of not paying for LUFG incurred on local 
production supplies purchased by transportation customers.

Response:

a) For the period January 2007 through February 2008, approximately 63% of the 
local gas received utilized Equitable's gathering facilities. Please see the attached 
OCA-I-21-2nd Revised for monthly detail.

b) Please see the response to OCA-1II-4.

c) End-use transportation customers are assessed retainage on local production 
consistent with Rate AGS and distribution retainage as per Tariff Rule 11.4, with 
the exception of end-use transportation customers who receive discounted 
retainage percentages as discussed in the Direct Testimony of John Quinn.



EQUITABLE GAS COMPANY 

Response to Interrogatories of the 

Office of Consumer Advocate

Docket No. R-2008'2021160 

Item : OCA-I1M 

Item : OCA-l-21'2nd Revised

Local Local
Interstate Production Production

Month Pioeiines Direct Feed Gatherina Total
(Dth) (Dth) (Dth) (Dth)

Jan-07 2,033,668 393,312 508,372 2,935,350
Feb-07 2,361,566 365,349 488,335 3,215,249
Mar-07 1,915,665 291,962 589,853 2,797,479
Apf-07 1,616,530 405,838 414,184 2,436,552
May-07 1,182,815 415,942 320,389 1,919,146
Jun-07 861,083 306,816 311,322 1,479,221
Jul-07 621,993 316,979 295,451 1,234,423
Aug-07 741,846 311,867 284,449 1,338,162
Sep-07 585,163 307,814 269,637 1,162,614
0ct-07 801,954 319,488 323,696 1,445,138
Nov-07 1,529,138 124,060 590,496 2,243,694
Dec-07 2,427,706 127,911 637,391 3,193,008
Jan-08 2,561,760 130,344 780,239 3,472,343
Feb-08 2,786,438 116,363 844,881 3,747,682



Responses of Independent Oil ;ind (.ns Association of Pennsylvania 
to the Interrogatories and Request for Production of Documents 

from Pquitahle Cos Company, Set II 
Docket Nos. R-2»«8-2029325, et al. and C-2066800

F(|iiital>le-ll-|l):

10. (Page 14; lines 11-14) If the true cost of local Pennsylvania production is more 
expensive to IZquitahlc's customers than the prevailing market price of interstate gas. should 
Equitable continue to purchase local Pennsylvania production*.' If the answer to this question is 
anything but “no." please explain how this is consistent with a least cost procurement initiative.

Response:

Any comparison ofloeal Pennsylvania production costs and interstate gas costs would have to 
include upstream transportation and storage costs for interstate gas and exclude any factors that 
are not the responsibility of local Pennsylvania production (i.e., lost and unaccounted for gas 
factors). That being said, gas supply acquisition strategy attempts to minimi/e gas purchase 
costs while assuring there is adequate, reliable supply. There is not a simple "yes" or “no" 
answer to this question.

Response provided by James L. Crisl

H,\U KjCK) l INI KO'i.Jn



Responses of Independent Oil :ind Gas Association of Pennsylvania 
lo (he Interrogatories and Request tor Production of Documents 

from Kqtiituhlc Gas Company, Set H 
Docket Nos. R-2008-2029325, et at. and C-20‘)(><>1300

I.<)uitnl)lc-ll-(t4:

64. (Page 14): Please provide the economic or financial analysis that Ms. Burgraff relies 
upon in support of the statement. "Interstate supply can cost more than twice as much as 
Appalachian Supply including demand charges or 25% more excluding demand charges based 
on 2007 gas costs information."

Response:

Ms. Burgrall compared the total unit cost ol local versus interstate supply using the "total" 
column for the 2007 gas cost information in pquilahlc's response to IOGA 1-7. The cost of 
fiquitable’s gathering system was not factored into the calculation as part of the cost of local 
supply, nor should it be

Response provided by Diane M. Burgrall

MAR S.V7(j I'INI



Exhibit JLC-6

Docket No. R-2008-2021160

Summary of Estimated Purchased Gas Costs 
(10/2008 -09/2009)

Summary of 2007 Actual Purchased Gas Costs
(Total Costs)



Pcnuylvtnit Divition

Summary of Estimated Purcliascd Gas Costs 
for the Period October 2008 tJtfovgh September 2009

Line 2008 2009
No O«acrtp6oo October November December January Februsv March Aon] Mav June July Auaust September Tefal

(» (2) (3) (4) (3) (6) (7) (8) (9) (10) 00 (12) (13)
Pucria»«>

$outnws»i
1 Quantity ■ Dlh 414,114 7,753 646,323 522,527 979.344 633,999 1,261,007 195.535 0 0 0 0 4,660,602

2 Rale-VDtlt 10.34 10.63 11.04 11.30 11.26 10.98 9.40 929 9.34 9.41 9.47 9.47
3 Cost • J 4.280,099 82.597 7.137.998 5.904,877 11.028,948 6,959,452 11.831,43? 1.816.990 0 0 0 0 49.062.398

AOpaiacruari. o%ct

4 Quantity • Dlh 225,000 205,000 225,000 225,000 225.000 225.000 225,000 225,000 127.410 98.026 87,104 155,901 2.248.441

s Rale • I/Dlh 9.5! 9.79 10 14 1037 1034 10.08 8.67 8 57 8 67 8.68 8.73 8.73
6 Cost-S 2,139,469 2.007,719 2.282.344 2,334.094 2,326,219 2.268,844 1,950,469 1.929.094 1.098.370 850.743 760.309 1,361.600 21.309.274

Appalachian • Transport
7 Quantity - Dth 675.000 615.000 675,000 675.000 675,000 675,000 675,000 675.000 382.500 395,250 395.250 457,500 6,970.500
8 Rate-VDth 9.95 10 75 1061 10.85 10.81 10.55 9.08 8.98 9.03 909 9.14 9.15
9 Cost-S 6,717,324 6.302.371 7.162.742 7,324.074 7.299.523 7.120,655 6,128,111 6,061.474 3.453.517 3.592,457 3,612.994 4.184,400 68.959.641

pomnion Slorapa Withdrawals
10 Quantity • Dth 0 0 0 0 0 0
U Rale - VDth • 0.00 0.00 0.00 0.00 0.00
12 Cost-S 0 0 0 0 0 0

13 Total Purchase Cost - S 13,136.892 8.392.687 16.383.084 15,563.045 20,654.690 16.348.951 19.930.017 9,807,558 4.551.887 4,443.200 4,373.303 5.546.000 139.331,313

plus: EOT Stonge Withdrawals
M Quantity. Dth 0 1,700.000 2,800,000 3,300.000 2,900,000 2,300.000 0 0 0 0 0 0 13,000.000

13 Rate - S/Dlh 0.00 7.9987 7.9987 7.9987 7.9987 7.9987 0.00 OOO 0.00 0,00 000 0.00
Id Cost - S 0 13.597.790 22.396.360 26 395.710 23.196.230 18.397.010 0 0 0 0 0 0 103.983.100

Total Commodity Cost for

17 Immediate Consumption • S 13.136,892 21,990.477 38.979.444 41.958.755 43,850.920 34.745.961 19.930.017 9.807.558 4,531.887 4.443.200 4.373.303 5,546.000 243,314.413

Cther Purchased Gas Costs • J
18 Upstream Demand Costs 1.400.262 1.311.144 1.511,144 1,511.144 1,311.144 1.511.(44 1.400,262 1,400,262 1.400,262 1,400.262 1,400.262 1.400.262 17,357.551
19 Equitrans Demand Costs 2.610.256 3.284.090 3.284.090 3.284.090 3.284.090 3.284.090 2.610.256 2.610.256 2.610.256 2.610.256 2.610.256 2.610.256 34.692.242

20 Total Other Costs • S 4.010.518 4.795.234 4.795.234 4.795.234 4.795.234 4.795.234 4.010.518 4.010.518 4.010.518 4.010.S18 4.010.5)8 4.010.518 52.049,793

21 Total Purchased Gas Costs • S 17.147.410 26.785.710 43.774.677 46.7J3.989 48.646.154 39,541.193 23.940.535 13.818.076 8.562.405 8.453.718 8.383.820 9,556.518 295.364.206

LESS:

22 CapKity Rdeue/Standby Credits - S 661.426 778,406 778,SO® 778,408 778.408 778.406 661,426 661.426 661.426 661.426 661.426 661.42$ 9.622.026
23 Dal swing Credits 360.701 607.036 678.226 1.050.22! 928.864 778.114 504.935 268.765 180.609 190.625 190.119 196,579 6.145.694

24 16.125.283 25.399.364 42.118.044 44.925,339 46.938.88/ 37.987.672 22.774.174 12.886.884 7.710,36? 7.601.467 7.532.275 8.696.513 280.696.286
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Eqoiubfc Gas Company 
P«4mjylv»ni» Division

Sonvnary of 200? Actual Purchased Gas Costs 
(Total Costs)

Line

No. Ootenpbon January Febniarv March April May June July Aujtust September October November December Total

(1) (2) (3) (4) (5) («) (7) (8) (9) (10) <■0 02) (13)

COMMOOfTV

Appatac/Van PurcAata*
1 Pwdusei > Dlh 954.181 1.129.312 1.276,673 641.957 889.089 1,250,729 303.976 351,994 405.739 463.234 1.016,648 1.185.668 9.869.200
2 Appalachian Cost 2.108,290 8.724,350 10,059.737 5.624.126 7,096,600 10,373.803 2,238,361 2,509,032 7,546.850 3,281,239 8.224.767 9.901.751 72.688,925

Upstream Plpdirte Supply
) Purchase* • Dlh 349,858 1.247,222 879.193 339,124 134,860 123.249 125,640 128.2)4 128.744 113.226 J, 121,364 1.399.J89 6.289.883
A Total Cost &.6J7.S71 )2,002.544 (.762,431 4.372.490 (41.211) 903.136 (60,(M 710,371 603.046 792.859 8,695,025 11,983.337 58.302,851

Casn in
s Total Cost (27,917) 372.611 0 2*2.372 61.976 2.720 103.245 21,362 0 776,387

Total Comtnodiry Cow

6 of Purchases 10,766,161 20.698.957 18.822.187 10,369.227 7.055.379 11.519.412 3.161.198 3.222.123 3.149.934 4.177.343 16.941.154 21.885.088 131.768.163

7 Storage Witltdrawals • Dth 2,795,620 3,027,253 1,746,063 1,381.016 0 0 0 0 0 0 566.430 585.311 10,101,693
8 Storage Commodity Costs 20,790,206 24,074,555 13.490.543 ll.08i.207 0 0 0 0 0 0 4.178,673 4.321.506 77.936.690
9 Storage Withdrawal Costs 25.825 34.802 18.052 9.529 0 0 0 0 0 0 5 250 5.425 98.884

10 Total Storage Costs 20.816,031 24.109.357 13.508,595 11,090,736 0 0 0 0 0 0 4.183.923 4,326.931 78,035.574

Total Commodity Cost

II of Gas 31,582.192 44.808.314 32,330.782 21.459.963 7.055.379 11.519,412 3.161.198 3.222.123 3.149.934 4.177.343 21.125.077 26.212,019 209,803.737

Other Purtfwsee Cm Costs
!2 Demand 4,432.176 4.478.201 6.519.708 3.908.190 3.890.885 3.905.072 3.914,804 3.916.993 3.919,842 3.923.945 4.728.440 4.760.785 52,299.042

n Total Current Month Gas Cost 36.014 368 49.286.316 38.850.490 23 368.153 10.946.264 15,424.484 7.076.002 7 119.116 7.069.776 8.101 288 25.853.517 30.972.805 262.102.779

Credits to PGC
\4 Standby Service 239,747 239.747 239.747 219.747 239,747 239.747 239,747 239.747 239.747 239.747 239,747 239.747 2.876.959
15 Cash Out 400,244 224.136 436.360 18.618 893,011 (34.502) 0 0 90.088 0 128.140 764.240 2.923.035
15 O/T tyvemfCip rdc*«r sharing 525,627 693.271 934.975 262.792 38,853 244.386 94,170 184,565 89.636 (140,045) 139.779 >04.847 3.172.856
17 Balancing Credit 930.973 1.173.032 680.749 556.106 236.84) 181.828 186.739 185.621 199.177 282.365 605.473 859.407 6.078.311
l» Tote! Credits to PGC 2.096.590 2.350.(85 2.291.(31 1.077.263 1.410,452 631.458 520.655 609.932 618.648 382,067 l.t 13.138 1.968,242 15,051.162

19 Totall 307(0 Gas Cow 33.917 778 46.955.630 36.558.6J8 24.290.890 9.533.813 14.793.026 6.555.346 6.529.184 6.451.129 7,719.221 24.740.379 29,004,563 247.051.618
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Exhibit JLC-7

Comparison Index of TETCO and NYMEX



Exhibit JC: Comparision of Tetco and NYMEX
TETCO NYMEX NYMEX- TETCO

Jan-96 $ 2.05 $ 3.45 $ 1.40
Feb-96 $ 1.82 $ 2.34 $ 0.52
Mar-96 $ 1.96 $ 2.75 $ 0.79
Apr-96 $ 2.23 $ 2.78 $ 0.55
May-96 $ 2.13 $ 2.21 $ 0.08
Jun-96 $ 2.25 $ 2.36 $ 0.11
Jul-96 $ 2.56 $ 2.65 $ 0.09
Aug-96 $ 2.19 $ 2.32 $ 0.13
Sept-96 $ 1.69 $ 1.85 $ 0.16
Oct-96 $ 1.73 $ 1.83 $ 0.10
Nov-96 $ 2.61 $ 2.65 $ 0.04
Dec-96 $ 3.69 $ 3.90 $ 0.21
Jan-97 $ 3.92 $ 4.00 $ 0.08
Feb-97 $ 2.75 $ 2.99 $ 0.24
Mar-97 $ 1.63 $ 1.78 $ 0.15
Apr-97 $ 1.73 $ 1.81 $ 0.08
May-97 $ 2.03 $ 2.12 $ 0.09
June-97 $ 2.20 $ 2.35 $ 0.15
July-97 $ 2.06 $ 2.15 $ 0.09
Aug-97 $ 2.10 $ 2.16 $ 0.06
Sept-97 $ 2.45 $ 2.52 $ 0.06
Oct-97 $ 2.93 $ 3.35 $ 0.42
Nov-97 $ 3.17 $ 3.27 $ 0.10
Dec-97 $ 2.38 $ 2.58 $ 0.20
Jan-98 $ 2.16 $ 2.31 $ 0.15
Feb-98 $ 1.92 $ 2.00 $ 0.08
Mar-98 $ 2.16 $ 2.29 $ 0.13
Apr-98 $ 2.22 $ 2.30 $ 0.08
May-98 $ 2.21 $ 2.26 $ 0.05
June-98 $ 1.95 $ 2.02 $ 0.07
July-98 $ 2.28 $ 2.36 $ 0.08
Aug-98 S 1.88 $ 1.94 $ 0.06
Sept-98 S 1.54 $ 1.67 $ 0.13
Oct-98 $ 1.95 $ 2.03 $ 0.08
Nov-98 $ 1.91 $ 1.97 $ 0.06
Dec-98 $ 2.03 $ 2.15 $ 0.12
Jan-99 $ 1.68 $ 1.77 $ 0.09
Feb-99 $ 1.74 $ 1.81 $ 0.07
Mar-99 $ 1.56 $ 1.67 S 0.11
Apr-99 $ 1.81 $ 1.85 $ 0.04
May-99 $ 2.29 $ 2.35 $ 0.06
Jun-99 $ 2.15 $ 2.23 $ 0.08
Jul-99 $ 2.20 $ 2.26 $ 0.06
Aug-99 $ 2.53 $ 2.60 $ 0.07
Sep-99 $ 2.79 $ 2.91 $ 0.12
Oct-99 $ 2.42 $ 2.56 $ 0.14
Nov-99 $ 2.94 $ 3.09 $ 0.15
Dec-99 $ 2.03 $ 2.12 $ 0.09
Jan-00 $ 2.27 $ 2.34 $ 0.07
Feb-00 $ 2.54 $ 2.61 $ 0.07



Exhibit JC: Comparision of Telco and NYMEX
TETCO NYMEX NYMEX- TETCO

Mar-00 $ 2.54 $ 2.60 $ 0.06
Apr-00 $ 2.81 $ 2.90 $ 0.09
May-00 $ 3.00 $ 3.09 $ 0.09
Jun-00 $ 4.28 S 4.41 $ 0.13
Jul-00 $ 4.24 s 4.37 $ 0.13
Aug-00 $ 3.70 $ 3.66 $ (0.04)
Sep-00 $ 4.46 $ 4.62 $ 0.16
Oct-OO $ 5.13 $ 5.31 $ 0.18
Nov-00 $ 4.35 $ 4.54 $ 0.19
Dec-00 $ 5.86 $ 6.02 $ 0.16
Jan-01 $ 9.83 $ 9.98 $ 0.15
Feb-01 $ 6.02 $ 6.29 $ 0.27
Mar-01 $ 4.79 $ 5.00 $ 0.21
Apr-01 $ 5.21 $ 5.38 $ 0.17
May-01 $ 4.73 $ 4.89 $ 0.16
Jun-01 $ 3.61 $ 3.74 $ 0.13
Jul-01 $ 3.07 $ 3.18 $ 0.11
Aug-01 $ 3.06 $ 3.17 $ 0.11
Sep-01 $ 2.21 $ 2.30 $ 0.09
Oct-01 $ 1.75 $ 1.83 $ 0.08
Nov-01 $ 3.08 $ 3.20 $ 0.12
Dec-01 $ 2.22 $ 2.32 $ 0.10
Jan-02 $ 2.50 $ 2.56 $ 0.06
Feb-02 $ 1.94 $ 2.01 $ 0.07
Mar-02 $ 2.31 $ 2.39 $ 0.08
Apr-02 $ 3.32 $ 3.47 $ 0.15
May-02 $ 3.25 $ 3.32 $ 0.07
Jun-02 $ 3.26 $ 3.42 $ 0.16
Jul-02 $ 3.15 $ 3.28 $ 0.13
Aug-02 $ 2.85 $ 2.98 $ 0.13
Sep-02 $ 3.15 $ 3.29 $ 0.14
Oct-02 $ 3.58 $ 3.69 $ 0.11
Nov-02 $ 4.05 $ 4.13 $ 0.08
Dec-02 $ 4.05 $ 4.14 $ 0.09
Jan-03 $ 4.68 $ 4.99 $ 0.31
Feb-03 $ 5.45 $ 5.66 S 0.21
Mar-03 $ 9.00 $ 9.13 $ 0.13
Apr-03 $ 5.02 $ 5.15 $ 0.13
May-03 $ 4.97 $ 5.12 $ 0.15
Jun-03 $ 5.82 $ 5.95 s 0.13
Jul-03 $ 5.18 $ 5.29 $ 0.11
Aug-03 $ 4.69 $ 4.69
Sep-03 $ 4.82 $ 4.93 $ 0.11
Oct-03 $ 4.32 $ 4.43 $ 0.11
Nov-03 $ 4.34 $ 4.46 $ 0.12
Dec-03 $ 4.74 $ 4.86 $ 0.12
Jan-04 $ 6.03 $ 6.15 $ 0.12
Feb-04 $ 5.46 $ 5.78 $ 0.32
Mar-04 $ 4.93 $ 5.15 $ 0.22
Apr-04 $ 5.21 $ 5.37 $ 0.16



Exhibit JC: Comparision of Tetco and NYMEX
TETCO NYMEX NYMEX- TETCO

May-04 $ 5.80 $ 5.94 $ 0.14
Jun-04 $ 6.68 $ 6.68
Jul-04 $ 6.14 $ 6.14
Aug-04 $ 6.05 $ 6.05
Sep-04 $ 4.88 $ 5.08 $ 0.20
Oct-04 $ 5.56 $ 5.72 $ 0.16
Nov-04 $ 7.34 $ 7.63 $ 0.29
Dec-04 $ 7.58 $ 7.98 $ 0.40
Jan-05 $ 5.79 $ 6.21 $ 0.42
Feb-05 $ 5.81 $ 6.29 $ 0.48
Mar-05 $ 5.97 $ 6.30 $ 0.33
Apr-05 $ 7.14 $ 7.32 $ 0.18
May-05 $ 6.52 $ 6.75 $ 0.23
Jun-05 $ 5.88 $ 6.12 $ 0.24
Jul-05 $ 6.78 $ 6.98 S 0.20
Aug-05 $ 7.43 $ 7.65 $ 0.22
Sep-05 $ 10.29 $ 10.85 $ 0.56
Oct-05 $ 12.60 $ 13.91 $ 1.31
Nov-05 $ 12.05 $ 13.83 $ 1.78
Dec-05 $ 8.63 $ 11.18 $ 2.55
Jan-06 $ 9.33 $ 11.43 $ 2.10
Feb-06 $ 7.27 $ 8.40 $ 1.13
Mar-06 $ 6.70 $ 7.11 $ 0.41
Apr-06 $ 6.57 $ 7.23 $ 0.66
May-06 $ 6.65 $ 7.20 $ 0.55
Jun-06 $ 5.56 $ 5.93 $ 0.37
Jul-06 $ 5.62 $ 5.89 $ 0.27
Aug-06 $ 6.71 $ 7.04 $ 0.33
Sep-06 $ 6.38 $ 6.82 $ 0.44
Oct-06 $ 3.78 $ 4.20 $ 0.42
Nov-06 $ 6.76 $ 7.15 $ 0.39
Dec-06 $ 7.46 $ 8.32 $ 0.86
Jan-07 $ 5.56 $ 5.84 $ 0.28
Feb-07 $ 6.53 $ 6.92 $ 0.39
Mar-07 $ 6.94 $ 7.55 $ 0.61
Apr-07 $ 6.97 $ 7.56 $ 0.59
May-07 $ 7.17 $ 7.51 $ 0.34
Jun-07 $ 7.24 $ 7.59 $ 0.35
Jul-07 $ 6.61 $ 6.93 $ 0.32
Aug-07 $ 5.78 $ 6.11 $ 0.33
Sep-07 $ 5.15 $ 5.43 $ 0.28
Oct-07 $ 6.06 $ 6.42 $ 0.36
Nov-07 $ 6.88 $ 7.27 $ 0.39
Dec-07 $ 6.51 $ 7.20 $ 0.69
Jan-08 $ 6.83 $ 7.17 $ 0.34
Feb-08 $ 7.66 $ 8.00 $ 0.34
Mar-08 $ 8.46 $ 8.93 $ 0.47
Apr-08 $ 9.11 $ 9.58 $ 0.47
May-08 $ 10.75 $ 11.28 $ 0.53
Jun-08 $ 11.16 $ 11.92 $ 0.76



Exhibit JC: Comparision of Telco and NVMEX
TETCO NYMEX NYMEX- TETCO

Jul-08 $ 12.64 $ 13.11 $ 0.47
Aug-08 $ 8.79 $ 9.22 $ 0.43
Sep-08 $ 7.70 $ 8.39 $ 0.69
Oct-08 $ 6.53 $ 7.47 $ 0.94
Nov-08 $ 5.66 $ 6.47 $ 0.81

$ 0.43
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Equitable Gas Company’s 
Attachment 1 to Item 53.65(1)



Equitable Gas Company
Attachment 1 to Item 53.65(1)

Appalachian Gas

Equitable

Term

Energy LLC 

(Equitrans 

Delivered)

Equitable 

Energy LLC 

(DTI)

Equitable 

Energy LLC 

(TCO)

(a)

Market

Price

($/Dth) ($/Dth) ($/Dth) ($/Dth)

February 7, 2007 9.05 n/a

February 15 10.455 10.455

July 1 0.935 6.935

August 7.98 (b) 6.43

September 7.98 (b) 5.61

October 31 7.40 7.235

December 7.553 7.69

(a.) Prices listed for purchases made on the first day of the month are based on 

inside FERC's Gas Market Report. Prices listed for purchases made after the 

first of the month are based on the Gas Daily Midpoint and represent actual fiow dates.

(b.) Prices listed were triggered prior to actual month in which the gas flowed and were 

reflective of market conditions at that time.
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HAVE YOU PRESENTED TESTIMONY IN THIS PROCEEDING?

Yes. I presented direct testimony on behalf of the Independent Oil and Gas

Association of Pennsylvania (“IOGA”) and Hess Corporation (“Hess”).

ON WHOSE BEHALF ARE YOU SUBMITTING THIS SURREBUTTAL 
TESTIMONY?

IOGA.

WHAT IS THE PURPOSE OF YOUR SURREBUTTAL TESTIMONY?

My surrebuttal testimony will respond to much of the rebuttal testimony of

Equitable Gas Company (“Equitable” or “Company”) witness Dalena regarding

the value of locally produced gas to the customers of the Company, as well as Mr.

Feingold’s reliance on FERC’s standards for assigning costs to shippers.

WHAT STANDARDS DOES MR. FEINGOLD RELY UPON TO SUPPORT 
HIS COST ALLOCATION TO PRODUCERS?

Mr. Feingold relies upon FERC standards. But, if one does closely examine the 

FERC comments that are cited by Mr. Feingold they support lOGA’s position - 

not his. He claims that FERC has a position that the costs of transporting natural 

gas should be assigned to the “shipper.” The shipper in the case of local 

production delivered into the gathering system is Equitable when the gas is 

purchased by Equitable, and it is the end user transportation customer when the 

gas is purchased by a marketer on behalf of the transportation customer. In both 

cases, title to the local gas passes to the purchaser as soon as it is delivered into 

the gathering facilities. In both instances, Equitable already charges a rate for 

transportation - the distribution rate. So, even according to Mr. Feingold, 

gathering facility costs should be assigned to and paid by end user customers, not



WHAT IS THE MAIN THEME OF MR. DALENA’S REBUTTAL 
TESTIMONY?

The areas of Mr. Dalena’s rebuttal that address my testimony had a very

consistent theme of “Pennsylvania-produced gas is the highest cost and least

desirable gas supply from Equitable’s perspective.” This theme is exactly the

opposite of what Equitable has been testifying to for years in their annual

purchased cost gas (“PGC”) rate proceedings, and is also opposite of what Mr.

Dalena himself testified in the 2006 failed acquisition attempt.

WHAT DOES MR. DALENA SAY ABOUT EQUITABLE’S GATHERING 
FACILITY INVESTMENTS?

On page 4 of his testimony rebuttal testimony, Mr. Dalena claims that Equitable 

has invested $19 million in improvements on gathering system pipelines that are 

designed to bring local Pennsylvania gas to market.

IS THIS AN ACCURATE PORTRAYAL?

No. Mr. Dalena is incorrect in stating that $19 million was spent entirely on the 

gathering system pipelines. The response to data request IOGA1-1 (Exhibit JLC- 

5) in lOGA’s complaint case points out that many of the improvements were 

classified to transmission and distribution facilities accounts. From the years 

2000-07, $3.6 million of improvements were made that were classified as 

gathering. Those improvements do not enable producers to move their gas to off- 

system markets, that is, to access a wide variety of purchasers of natural gas 

available through connections with an interstate pipeline system. The response to 

data request IOGA III-l (Exhibit JLC-5) in the base rate case states that “for the 

calendar years 2005,2006, and 2007, all of the gas entering Equitable’s gathering 

facilities, net of lost and unaccounted for gas and compressor fuel was delivered



to customers of Equitable Gas.” Those gathering system improvements Mr. 

Dalena references were made so that Equitable was able to obtain additional 

Pennsylvania production gas for one market, the system supply of the Equitable 

Gas distribution utility. This has been a benefit to the customers of Equitable 

Gas.

WHAT WAS THE SOURCE OF THE FUNDS FOR THOSE 
INVESTMENTS?

Mr. Dalena’s testimony gives the impression that Equitable altruistically invested

$19 million of is own money, but that is not accurate. The response to IOGAIV-

3 (Exhibit JLC-5) shows that in 2007 alone Equitable collected $5,169,989 from

producers under Rate AGS. In the years that Rate AGS has been in effect (since

2003) the Company has collected their investment from the gas producers to pay

for these piping improvements, according to Mr. Rafferty’s rebuttal testimony.

WHAT DOES MR. DALENA SAY ABOUT THE NATURE OF 
PENNSYLVANIA PRODUCED GAS?

On page 6, Mr. Dalena expresses his opinion that Pennsylvania produced gas 

cannot be a substitute for Southwest gas delivered to Equitable through their 

pipehne affiliate Equitrans.

DO YOU AGREE?

No. Data provided by the Company illustrate that Pennsylvania produced gas has 

been increasing as a portion of the Company’s system supply, while Southwest 

gas has been decreasing as a portion of the Company's system supply. This is 

what I mean when I say that Pennsylvania produced gas has been a substitute or 

replacement for Southwest gas.
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HOW DOES PENNSYLVANIA PRODUCTION FLOW ON EQUITABLE’S 
SYSTEM?

On page 6 of his testimony, Mr. Dalena states that Pennsylvania gas flows evenly 

on a continuous basis and is not decreased in the summertime and increased in the 

wintertime when customer demand increases.

IS HIS TESTIMONY ACCURATE?

No. As evidenced in the Company’s 2008 1307f filing (Docket Number R-2008- 

2021160) Item 53.64 (c) (a). Section I, Part D, Sheet 2 of 4 and Section I, Part B, 

Sheet 2 of 6 (Revised) (Exhibit JLC-6), the seasonality of Pennsylvania gas is 

clear. The Summary of 2007 Actual data shows the three summer months of 

June, July and August for total Appalachian purchases to be 1,906,699 Dth and 

the three winter months of December, January, and February to be 3,269,161 Dth. 

That illustrates a summer decrease of 41%. In their 2008 Estimate the 

Appalachian Direct was broken out from the Total Appalachian volumes. The 

three summer months total 214,612 Dth compared to the three winter months of 

675,000 Dth, which is an even greater summer decrease of 69%. Another 

illustration is demonstrated in Equitable’s response to OCA 1-21 (Exhibit JLC-5) 

which I am including along with my Exhibit JLC-7 based on that data. The flow 

of Pennsylvania gas, similar to Southwest gas is increased in the wintertime to 

supply the greater customer demands due to seasonal heating requirements. Mr. 

Dalena’s contention that Pennsylvania gas flows evenly on a continuous basis is 

just plain wrong.

YOU MENTIONED EARLIER THAT MR. DALENA’S TESTIMONY IS 
THAT PENNSYLVANIA GAS IS HIGHER COST THAN INTERSTATE 
GAS. WHAT IS MR. DALENA’S SUPPORT FOR THIS POSITION?

-4-



1 A. Mr. Dalena has constructed an exhibit that purportedly illustrates that the cost of

2 Pennsylvania produced gas is higher than the cost of interstate gas that flows

3 through Equitable's affiliate

4 Q. WHAT IS YOUR RESPONSE TO THIS EXHIBIT?

5 A. There are many fallacies contained in this exhibit and in my opinion purported

6 conclusions are not valid. Mr. Dalena has constructed his exhibit by not

7 describing the aggregate cost of gas supplies and selectively choosing data from a

8 moment in time that illustrates the point he is trying to make. Such data is not

9 representative of the actual situations which Equitable has experienced over

10 several years in terms of the cost of their system supply gas. My first comment

11 on this exhibit is that it is exactly a snapshot in time. Mr. Dalena selected October

12 2008 as the basis for the price data he cites to construct his comparison. Such a

13 snapshot is totally inappropriate for a comparison of the gas supply costs of the

14 Equitable system. A review of PGC data illustrates clearly that for several years

15 interstate gas supply was the more expensive source of gas compared to

16 Pennsylvania production.

17 My second comment is that the starting point for the comparison, the

18 index or purchase price of gas, is not a fair starting point. In the Pennsylvania

19 Appalachian case and the Equitrans Gathering examples Mr. Dalena selected the

20 Nymex settled price of October 2008 was $7.472/Dth. For the Interstate example

21 Mr. Dalena selected the TETCO East Texas Index of $6.53/Dth. One can see that

22 the spread between these two numbers is $0.94. However, if a dozen year history

23 of this data is examined as I did in my Exhibit JLC-7, one can see that the average

24 difference is not $0.94, but instead $0.43. This indicates that there has been no

-5-
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significant change in the historic price differential to warrant the logical result of 

Mr. Dalena’s testimony: that Equitable should be buying all Southwest gas to 

serve its customers. It seems Mr. Dalena has deliberately picked his month of 

comparison at an extreme point which skews the result. In fact, the difference in 

the two indices has not been that great since February 2006. Mr. Dalena’s 

comparison is not valid.

My third comment is that Mr. Dalena’s assumption of a lost and 

unaccounted for factor for Pennsylvania Appalachian of 10% to 20% is arbitrary 

and overstated. He used tariffed retainage amounts in the Interstate examples of 

5.8% on TETCO and 3.7% on Equitrans. His 10% to 20% numbers for 

Pennsylvania Appalachian are not part of any tariff and not contained in the 

current local production contracts as an acceptable retainage percentage, but 

merely amounts submitted in this proceeding while Equitable had submitted an 

LUFG study in its 2008 PGC proceeding (which was pending after Equitable 

made its base rate filing) supporting its tariffed retainage of 6% and 8% for 

transportation customers (Rule 11.4).

WHAT IS THE COST OF PENNSYLVANIA PRODUCTION IN MR. 
DALENA’S EXHIBIT?

Mr. Dalena assumed an $0.89/dth gathering cost for Pennsylvania Appalachian

gas. But this is not appropriate because it includes the sunk cost of the gathering

investments at the full proposed rate increase. See IOGA responses to Equitable

H-10 and 11-64 (Exhibit JLC-5). Clearly $0.89 grossly exaggerates the cost of

Pennsylvania gas, which is the deception that Mr. Dalena was attempting.

WHAT IS A MORE RELIABLE COMPARISON OF THE COST OF 
PENNSYLVANIA GAS AND SOUTHWEST GAS?

-6-
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A more reliable comparison of the data would use the true costs of interstate gas 

and Pennsylvania produced gas. The data from Equitable Gas’ 2008 PGC 

proceeding would be a more reliable indicator because that data encompasses the 

gas supply costs for the entire year. Looking at my exhibit of data from the 

Company’s 2008 PGC filing (Docket Number R-2008-2021160), Item 53.64 (c) 

(a). Section I, Part D, Sheet 2 of 4 and Section I, Part B, Sheet 2 of 6 (Revised) 

(Exhibit JLC-6), it can be seen that Pennsylvania produced gas is actually less 

expensive than interstate gas. I used this exhibit earlier to illustrate the 

seasonably of local production. Now I am using the Company’s exhibit to 

demonstrate the lower cost of Pennsylvania gas. Using 2007 Actual data and 

calculating the Appalachian purchase cost by dividing $72,688,925 by 9,869,200 

Dth results in $7.36/Dth. The southwest purchases for that period were 

$58,302,851 divided by 6,289,883 Dth which results in $9.26/Dth.

Looking at what the Company calls “Estimated Purchased Gas Costs” for 

2008-2009, which includes the month of October 2008 used in Mr. Dalena’s 

exhibit, similar calculations are:

- Appalachian Direct: $21,309,274 / 2,248,441 Dth - $9.47/Dth

- Appalachian Transport: $68,959,641 / 6,970,500 Dth = $9.89/Dth

- Southwest: $49,062,398 / 4,660,602 Dth = $10.52/Dth

So if one looks at commodity costs it is clear from the Company’s own evidence 

that local Pennsylvania gas is less expensive Southwest gas. This is why the 

Company has consistently testified in their PGC cases that local gas is beneficial

-7-
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to their customers and why the Company continues to expand its purchases of 

local gas.

WERE YOU ABLE TO CONSTRUCT A SIMILAR COMPARISON USING 
MONTHLY DATA?

Yes. The data contained in the response to the PGC data request OCA 1-1 was 

examined. I have included that data request and the data tables as an exhibit. I 

have added the average numbers at the bottom of each of the three categories of 

gas supply. The price relationships remain the same with the highest cost being 

Southwest at $9.92/Dth, then Appalachian Transport at $9.56/Dth, and the lowest 

being Appalachian Direct at $9.13/Dth.

ARE THERE OTHER COSTS INVOLVED?

Yes. There are the expensive upstream demand charges.

WHAT ARE THE DATA FOR THOSE CHARGES?

From the same PGC filing, looking at the Actual costs for 2007 the Demand is 

listed as $52,299,042 and the 2008-2009 Estimate is $52,049,793. The Estimate 

costs are actually broken down in the Company’s table into “Upstream Demand 

Costs” and “Equitrans Demand Costs”.

WHAT ARE EACH OF THOSE COSTS?

The Upstream Demand costs, which are the costs of the TETCO Pipeline, are 

$17,357,551, and the Equitrans costs are $34,692,242. So the affiliate pipeline 

demand costs are approximately twice the non-affiliate costs.

WHERE DOES THE TETCO PIPELINE ORIGINATE?

That pipeline brings gas from Texas up to Pennsylvania, approximately 1,200 

miles.

-8-



1 Q. WHERE DOES THE EQUITRANS PIPELINE ORIGINATE?

2 A. That pipeline brings gas from West Virginia to Pennsylvania, approximately 200

3 miles.

4 Q. DOES EQUITABLE AGREE WITH IOGA THAT PENNSYLVANIA
5 PRODUCTION IS A NECESSARY PART OF ITS SUPPLY FOR ITS
6 CUSTOMERS?

7 A. No. On page 9 Mr. Dalena states that if Pennsylvania production were to

8 disappear tomorrow or return to the level of 10 years ago, that the customers of

9 Equitable gas would be unaffected.

10 Q. WHAT IS YOUR RESPONSE TO THIS TESTIMONY.

11 A. Mr. Dalena’s comments reverse a long-standing company position and is not

12 consistent with the data shown above. This is the first time anyone from Equitable

13 has expressed the thought to not incorporate Pennsylvania produced gas in its gas

14 supply plan. Traditionally, Equitable’s supply strategy has included using

15 Pennsylvania produced gas, and this has increased over the past years. In the

16 2008 PGC case, which was pending when Equitable filed its base rate case,

17 Company witness Wiggers stated: “I would expect the percentage of supply from

18 other Appalachian sources to continue to increase during the next several years

19 and the percentage form the Southwest production area to decline accordingly.”

20 (Equitable St No. 3, p. 8, lines 3-6).

21 Q. MR. DALENA CITES A 100 YEAR PERIOD WHERE EQUITABLE DID
22 NOT OPERATE WITH PENNSYLVANIA PRODUCTION. IS THIS
23 ACCURATE?

24 A. No. Historically Equitable operated gas wells, and in fact still does have

25 operating gas wells which they own and produce gas for use on their system.

26 They have always had Pennsylvania production as part of their gas supply mix.

-9-
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DOES MR. DALENA SAY ANYTHING ABOUT THE RELIABILITY OF 
PENNSYLVANIA GAS?

Yes. On page 9 Mr. Dalena acknowledges that Pennsylvania Gas is relatively 

reliable.

WHAT VALUE DOES THIS STATEMENT HAVE?

According to the PGC testimony provided by Equitable witnesses, the reliability 

of Pennsylvania gas is desirable and has value. Mr. Wiggers states: “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 St. No. 3, 

p. 6, lines 21-23).

WHAT IS THE PURPOSE OF PENNSYLVANIA GAS ON EQUITABLE’S 
SYSTEM?

According to Mr. Dalena (p. 11), Equitable’s baseload demand is entirely satisfied 

by the purchase of local Pennsylvania gas.

IS THIS STATEMENT ACCURATE?

No, it is not. Reviewing PGC data it can be seen that the baseload demands of 

Equitable are met in part with Pennsylvania produced gas, but not exclusively. 

Examining the 2007 actual data it can be seen that the summer load for July, 

August and September totaled 1,061,659 Dth from Appalachian Purchases or 

73.5% of the total and 382,598 Dth from Upstream Pipeline Supply or 26.5% of 

the total. The Company did not break out the data in their exhibit but has testified 

elsewhere that Appalachian Purchases consist of Appalachian Direct 

(Pennsylvania gas) and Appalachian Transport (gas that flows through Equitrans).

-10-
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In fact, there is still room for growth of Pennsylvania based gas provided on a 

continuous year around basis.

ON PAGE 12 MR. DALENA EXPLAINS THAT IT WAS THE 
COMPANY'S VIEW THAT THEIR INVESTMENT IN GATHERING 
SYSTEM IMPROVEMENTS WOULD BE RECOVERED BY 
REDUCTIONS IN PGC GAS COSTS. DOES NOT THIS TESTIMONY 
SUPPORT YOUR POINT?

Yes, the Company clearly believed that increased use of local gas production

would result in savings of interstate pipeline costs for customers.

WHO SHOULD BEAR THE EXPENSE OF LOST AND UNACCOUNTED 
FOR GAS?

In the case of the Apollo acquisition it should clearly be borne by the shareholders 

of Equitable Resources. If Equitable was lax on their due diligence associated 

with this piping acquisition, as Mr. Dalena seems to acknowledge indirectly, they 

should not be permitted the safety net of having customers or producers pay an 

extraordinary amount to improve this leaky system or to pay for an extremely 

high LUFG charge. At the time of acquisition. Equitable stated they were not 

going to recover any acquisition costs associated with this system. Just because 

several years have passed and Equitable allegedly has only recently learned of the 

mistakes they made in their assessment prior to purchase, this does not create a 

justification for attempting to recover such costs now from customers or 

producers. The leaky pipes would have been evident in 1999 when the system 

was operating at 8 psig. Equitable’s position that they did not know how leaky 

those pipes were until the operating pressure increased is a transparent excuse for 

not making the necessary repairs when they should have and a transparent after 

the fact rationalization to support putting the LUFG costs on producers.
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ONCE GAS PRODUCERS HAVE DRILLED A WELL THAT BECOMES 
CONNECTED TO THE EQUITABLE SYSTEM, DO THEY HAVE A 
STRONG NEGOTIATING POSITION WITH RESPECT TO CHARGES 
EQUITABLE MAY ASSESS THEM IN THE FUTURE?

No. This is best evidenced by Mr. Dalena's testimony on page 16, line 14, where

he disputes Ms. Burgraffs testimony that under Equitable’s proposal gathering

costs will become PGC “gas costs” by firmly stating “unequivocally this will not

happen. If producers were to demand such a price (that includes increased

gathering costs), Equitable would simply refuse to buy the gas as Equitable has

many other supply options.”

ON PAGE 17 MR. DALENA STATES THAT YOU DID NOT PROVIDE 
ANY PROOF THAT PENNSYLVANIA GAS WAS LOWER COST. DOES 
SUCH PROOF EXIST?

Yes. With the many years of Company PGC filings, I was surprised when I read

Mr. Dalena’s comment because I did not expect the Company to do a complete

reversal of its position regarding the attractiveness of Pennsylvania gas and its

cost advantages. The proof which I relied on is the Company’s testimony and

exhibits in their PGC cases. My surrebuttal testimony contains many references

and exhibits from the 2008 PGC case.

ON PAGE 19 MR. DALENA CITES A SECTION OF THE 
PENNSYLVANIA CODE. WHAT IS THE RELATIONSHIP OF THAT 
SECTION IN THIS PROCEEDING?

I am not sure. In my direct testimony I cited the sections from Chapter 60 that 

addressed development of local Pennsylvania gas. Section 60.1 specifically 

states: “The development of Pennsylvania natural gas should be promoted, 

because it will achieve benefits that accrue to gas utilities and their customers.” 

That is clearly addressing local gas production. Section 60.2 states: “The tariff
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may not unreasonably restrict Commonwealth natural gas producer access to gas 

utility facilities.” Mr. Dalena cites a section that refers to natural gas 

transportation customers, which is really not a topic that I addressed in my direct 

testimony, except when discussing the Agency program, and otherwise is not 

involved in this case.

ON PAGE 19 MR. DALENA CLAIMED THAT EQUITABLE DOES NOT 
PURCHASE GAS FROM ITS AFFILIATE AND OFFERS THAT AS AN 
INDICATION THAT EQUITABLE RESOURCES WILL NOT ACT IN ITS 
FINANCIAL SELF-INTEREST IF AN OPPORTUNITY AROSE. IS HIS 
STATEMENT CORRECT?

No. It is wrong on both claims. Equitable does indeed buy gas from its affiliate as 

described in Attachment 1 to Item 53.65(1) in the 2008 PGC filing (Exhibit JLC- 

8). My direct testimony was describing actions that Equitable Resources could 

take prospectively, and one of those actions is purchasing gas from their 

production or marketing affiliates. Equitable Resources’ presentations to the 

financial community have stressed their role as a production company and 

downplayed their role as a regulated public utility.

MR. DALENA CLAIMS ON PAGE 20 TO HAVE “DEMONSTRATED 
THAT THESE INTERSTATE DELIVERED GAS VOLUMES UNLIKE 
PENNSYLVANIA PRODUCTION ARE TRULY LOW COST.” WAS THIS 
DEMONSTRATED?

No. I already discussed Mr. Dalena’s contrived exhibit. That one self-serving 

example does nothing to refute years of evidence in the Company’s own PGC

filings. Those filings state clearly that Pennsylvania production is their low cost 

gas source. Mr. Dalena should also reread my direct testimony where I cite his 

coworker, Mr. Quinn, who states: “Equitable also believes that a benefit will exist 

for residential, commercial, and industrial distribution customers of Equitable if
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Pennsylvania production can be acquired and transported to Equitable’s 

distribution system at prices less than city gate delivered interstate natural gas 

supply.” (Equitable Response to IOGA1-28).

FINALLY ON PAGE 21 MR. DALENA TAKES ISSUE WITH YOUR 
COMMENT THAT ONCE A PRODUCER DRILLS A WELL THAT IS 
CONNECTED TO EQUITABLE’S SYSTEM THAT THEY ARE CAPTIVE 
TO THE SYSTEM. HOW DOES HE REFUTE YOUR CLAIM?

In his response, Mr. Dalena does not address my points regarding producers

having no negotiation capability once they are hooked into the Equitable system.

Perhaps this is because he already laid out his “negotiation” technique earlier

when he pointed out that Equitable could simply not buy Pennsylvania producer

gas as they have many other supply options.

PLEASE SUMMARIZE YOUR RESPONSE TO MR. DALENA’S 
TESTIMONY CONCERNING PRODUCER ISSUES.

Mr. Dalena’s claims that Pennsylvania gas is the high cost supply source of

system gas is the opposite of what the Company has been stating in their PGC

filings for years. It is a contradiction of Company witness sworn testimony,

including Mr. Wiggers, the Director of Gas Supply, and Mr. Quinn, the Vice

President of Marketing and Rates. Lastly, it is in conflict with Mr. Dalena’s own

sworn testimony. In the failed acquisition case in 2006, when Mr. Dalena was

asked about the impact of the merger on the natural gas supply market, he stated

that the Company believed that “the combination of the two companies will

increase access to locally produced direct feed gas.” He goes on to extol the

benefits of Pennsylvania gas by testifying that: “Natural gas fed directly into our

distribution system allows NGSs to reduce their need to contract for more

expensive upstream pipeline capacity.”

- 14-



Pennsylvania gas has long been recognized by the Commission as a 

desirable and reliable component of gas supply for the customers. The Company 

should not be permitted to institute new, higher charges for obtaining local gas 

because that disadvantages the customer. The Company should stand by its 

testimony in other regulatory proceedings and develop additional capabilities to 

bring local gas to customers so that all can benefit.

DOES THIS CONCLUDE YOUR SURREBUTTAL TESTIMONY?

Yes, but I reserve the right to respond in oral rejoinder to other parties’ surrebuttal 

testimony concerning the issues addressed in my surrebuttal.



Exhibit JLC-5

Equitable’s Responses to:

Docket No. C-20066800

IOGAI-1

Docket No. R-2008-2029325

IOGA1-3 
IOGA1-28 
IOGA III-1 
IOGA IV-3

Docket No. R-2008-2021160

OCA 1-1 
OCA 1-21 
OCA III-l

lOGA’s Responses to Equitable:

Docket No. R-2008-2029325

Equitable II-10 
Equitable 11-64



Equitable Cos Company

Summary of Capital Expendllum 2009 • 2007
IOGA -t-l

1FERC A«t 1 Descrlmlon I 2000 2001 2002 2003 2004 2005 2006 2007 Total

325.1

325.2
325.3

325.4
325.5
326

327
328
329

330
331

NATURAL CAS PRODUCTION A GATHERING PLANT 

Producing Lands

Producing Leaseholds
Gas Rights

Rights of Way
Other Land and Land Rights.
Other Plnni and Miscellaneous Equipment

Field Compressor Station Structures
Field Measuring A Regulating Station Structures
Other Structures
Producing Gas Wells-Well Construction

Producing Gas Well*-Well Equipment

1317

9,872

2.365

3.861
IMS

551

56,099

2.365

3.861

2,228
551

57,416
9,872

332 Field Lines 1.342 224,607 414,405 - 1305.146 944,893 2,890393

333
334

335
330
337
338

Fie Uf Compressor Station Equipment

Field Measuring A Regulating Station Equipment
DriUing& Cleaning Equipment

Purification Equipment
Other Equipment
Unsuccessful Exploration A Development Costs

3,575 SIS,731 
59,477

598

622,306

59.477

598

365.1
365.2 
366

Total Natural Cas Production A Gathering Plant

TRANSMISSION PLANT
Land and Land Rights
Rights of Way

Structures and Improvements

1342 224,607 429.169 2,049.056 944,893 3,649,067

367 Mains 48.956 . 2,884,100 9.138 - 358,603 3.300.798

368 Compressor Station Equipment 455.747 - 458,443 1.917.936 2,157,282 700,396 1,964,225 60,036 7.714,064

369
370

371

Measuring and Regulating Station Equipment

Communication Equipment

Other Equipment

19,121 4,481 19.193 5327 5,804 {8,044} {148,024} (102,142)

374
375

Total TransmUxUm Plant

DISTRIBUTION PLANT
Land A Land Rights

Structures and Improvements

474,869 53,437 458.443 4,821329 2.162.608 715338 1,956.181 270.615 10,912,720

376
377

Mains
Compressor Station Equipment

166,795 198325 158.471 446,001 246,241 2.275.662 ' ‘ 3.491.495



Docket No. R-2008-2029325 
Item: I(XiA-I-3
Respondent: Thomas P. Wiggers 
Position: Director, Gas Supply

EQUITABLE GAS COMPANY
Response to Interrogatories of die
Independent Oil and Gas Association of Pennsylvania

Item: IOGA-I-3

(a) Please list die number of customers currently using Rale AGS and provide the 
information in a tabular format listing customers by number (not name) separating the 
customers into the following categories: producer, end user, marketer, other. Please 
provide the information in Excel format

(b) For each customer listed in (a), please list next to the customer the rale currently 
being paid by the customer. If die customer is paying a discounted rate (i.en a rate less 
than die highest rate currently being charged) please provide die reason for the discount 
next to the rate. If the reason is a competitive alternative, list the distance of die 
alternative pipeline and the name of the pipeline's owner (i.e., Dominion Peoples, 1 
mile, etc) that the customer could use. If die reason for the discount rate is not a 
competitive alternative, explain why a discount is being offered.

(c) For each customer listed in (a), adding onto the schedule prepared in (b) add 
another column showing the level of shrinkage (or retainage) being charged by customer. 
If die retainage rate for a customer is less than foe maximum amount currently being 
charged under Rate AGS please also explain why foe customer is receiving a discount 
from maximum retainage charged.

Response:

Please see the attached for a list of foe current gathering and retainage charges being 
assessed to Rate AGS customers. All Rate AGS charges are negotiated. The agreements 
related to foe attached are confidential and are in possession of each IOGA member who is 
a party to foe agreement The agreements could be made available to counsel on a limited 
and confidential basis pursuant to terms of an appropriate confidentiality agreement and 
protective order.



EQUITABLE GAS COMPANY 

Response to Interrogatories of IOGA

Docket No. R-2008-2029325 

Item: IOGA-l-3

Customer Rate

Type_______ Number Gathering Retainage

Producer 56 $ 0.00%

Producer 1 $ 0.1400 0.00%

Producer 5 $ 0.2500 0.00%

Producer 2 $ 0.3000 0.00%

Producer 1 $ 0.3500 0.00%

Producer 2 $ 0.4000 0.00%

Producer 10 $ 0.5000 0.00%

Producer 1 $ 0.5000 2.00%

Producer 5 $ 0.2500 5.00%

Producer 15 $ 0.3000 5.00%

Producer 7 $ 0.3500 5.00%

Producer 1 $ 0.4000 5.00%

Producer 4 $ 0.4500 5.00%

Producer 1 $ 0.4656 5.00%

Producer 1 $ 0.5000 5.00%

Producer 2 $ 0.2500 5.40%

Producer 1 $ 0.3000 5.40%

Producer 4 $ 0.3500 5.40%

Producer 2 $ 0.4000 5.40%

Producer 2 $ 0.4500 5.40%

Producer 19 $ 0.4656 6.68%

Producer 2 $ 0.4756 6.68%

Producer 8 $ 0.4791 6.68%

Producer 5 $ 0.6500 7.50%

Marketer 1 $ 0.1656 0.00%

Marketer 4 $ 0.2500 0.00%

Marketer 1 $ 0.3000 0.00%

Marketer 2 $ 0.3500 0.00%

Marketer 1 $ 0.4500 0.00%

Marketer 1 $ 0.4656 0.00%

Marketer 1 $ 0.4657 0.00%

Marketer 1 $ 0.4791 0.00%

Marketer 2 $ 0.5000 0.00%

Marketer 1 $ 0.5500 0.00%

Marketer 1 $ 1.0000 0.00%

Marketer 4 $ 0.00%

Marketer 1 $ 0.4656 6.68%



Docket No. R-200S-2029325
Item: IOGA-I-28
Respondent John M. Quinn
Position: Vice President, LDC Rates and Gas Supply

EQUITABLE GAS COMPANY
Response to Inteirogatories of ihe
Independent Oil and Gas Association of Pennsylvania

Item: IOGA-1-28

Does Equitable view its gathering system as s benefit to its ratepayers? Please explain.

Response:

Equitable views its gathering system as a benefit to its ratepayers. Customers receive 
natural gas service directly from gathering lines (service from field lines). Absent 
Equitable’s service from field lines, distribution service line extensions, for the most part, 
would be uneconomic and therefore, many customers would be denied natural gas service.

Equitable also believes that a benefit will exist for residential, commercial, and industrial 
distribution customers of Equitable if PA production can be acquired and transported to 
Equitable's distribution system at prices less than city gate delivered interstate natural gas 
supply. Producers who use the gathering system to bring their gas to market also benefit 
from foe gathering system.



Docket No. R-2008-2029325 
Item: lOGA-IH-l 
Prepared by: Thomas P, Wiggers 
Title: Director Gas Supply

EQUITABLE GAS COMPANY
Response to Interrogatories of the
Independent Oil and Gas Association of Pennsylvania

Item: lOGA-HI-l

For calendar years 2005,2006 and 2007, what percentage of gas entering 
Equitable's system through its gathering facilities is delivered to customers of 
Equitable Gas?

Response:

For the calendar years 200S, 2006 and 2007, all of the gas entering Equitable’s gathering 
facilities, net of lost and unaccounted for gas and compressor fuel was delivered to 
customers of Equitable Gas.



Equitable Gas Company 

Docket No. R-2008-2029325 

IOGA-IV-3

2007 Rate AGS Revenue

Adjustment 1 - Expiration of gas purchase agreements 

Adjustment 2 - Estimated additional revenue due to 

negotiated rate increases 

Adjustment 3 - estimated well declines; producers 

exercising competitive offers; line abandonment 

Adjustment 4 - Projected additions

Forecasted Rate AGS throughput

_$______
5,169,989

(727,263)

391,921

(238,193)

730,000

5,326,454

5% decline in throughput @ avg. rate of $.33 

approximately 2,000 per day of increased throughput



Docket No. R-2008-2021160 
Item: OCA-I-1
Respondent: Robert M. Narkevic 
Position: Manager, Rates

EQUITABLE GAS COMPANY 
Response to Interrogatories of the 

. Office of Consumer Advocate

Item: OCA-I-1 -V-.:

Please provide an explanation o£ identify the assumptions made in, and provide a copy of 
all workpapers, correspondence, or other documentation, including computer spreadsheet 
files, supporting the derivation of the projected monthly purchase volumes and rates for all 
gas supply and transportation sources during the period February 2008 through 
September 2009.

Response:

Please see die attached schedules which support the rates used by EGC for gas supply and 
transportation. Also, please refer to the responses for OCA 2, OCA 3, OCA 4, and OCA 5, 
discussing the detail for projecting monthly volumes.



Equitable Gae Company

Estimate of Southwest Gae Purchases for the Period 
February 2007 through September 2008

Estimated Estimated

NYMEX Retalnage

February 2008 , $

March $

April $

May $

June $

July $

August $

September $

October $

November $

December $

January 2008 $

February $

March $

April $

May $

June $

July $

August $

September $

7.996 $ 1.03

8.660 $ 1.12

8.668 $ 1.01

8.680 $ 1.01

8.730 $ 1.01

8.806 ’ $ 1.02

8.872 $ 1.03

8.885 $ 1.03

8.970 $ 1.04

9.260 $ 1.07

9.580 $ 1.11

9.800 $ 1.14

9.785 $ 1.13

9.535 $ 1.11

8.285 $ 0.96

8.215 $ 0.95

8.265 $ 0.96

8.325 $ 0.97

8.380 $ 0.97

8.392 $ 0.97

SHEET 1 of 3

Estimated

Variable

Costs

City-Gate

Cost

$/Dth

$ 0.0833 $ 9.11
$ 0.0833 $ 9.86
$ 0.0833 $ 9.76
$ 0.0833 $ 9.77
$ 0.0833 $ 9.83
$ 0.0833 $ 9.91
$ 0.0833 $ 9.98
$ 0.0833 $ 10.00

$ 0.0833 $ 10,09
$ 0.0833 $ 10.42
$ 0;0833 $ 10.77
$ 0.0833 $ 11.02
$ 0.0833 $ 11.00
$ 0.0833 $ 10.72
$ 0.0833 $ 9.33
$ 0.0833 $ 9.26
$ 0.0833 $ 9.31
$ 0.0833 $ 9.37
$ 0.0833 $ 9.44
$ 0.0833 $ 9.46



Equitable Gas Company

Estimate of Appalachian Costs 
February 2007 through September 2008

Estimated

NYMEX

February 2008 $ 7.996

March $ 8.660

April $ 8.668

May $ 8.680

June $ 8.730

July $ 8.806

August $ 8.872

September $ 8.885

October $ 8.970

November $ 9.260

December $ 9.580

January 2008 $ .9.800

February $ 9.785

March $ 9.535

April $ 8.285

May $ 8.215

June $ 8.265

July $ 8.325

August $ 8.380

September $ 8.392

Estimated

Basis

Estimated 

Appalachian 

Direct Feed 

Cost

$ 0.414 $ 8.41
$ 0.382 $ 9.04
$ 0.326 $ 8.99
$ 0.319 $ 9.00
$ 0.312 $ 9.04
$ 0.315 $ 9.12
$ 0,315 $ 9.19
$ 0.312 $ 9.20

$ 0.322 $ 9.29

$ 0.322 $ 9.58
$ 0.322 $ 9.90
$ 0.322 $ 10.12
$ 0.322 $ 10.11
$ 0.322 $ 9.86
$ 0.322 $ 8.61
$ 0.322 $ 8.54
$ 0.322 $ 8.59
$ 0.322 $ 8.65
$ 0.322 $ 8.70
$ 0.322 $ 8.71

SHEET 2 of 3

. Estimated 

Variable 

Costs

$ 0.0168 
$ 0.0168 
$ 0.0168 
$ 0.0168 
$ 0.0168 
$ 0.0168 
$ 0.0168 
$ 0.0168

$ 0.0168 
$ 0.0168 
$ 0.0168 
$ 0.0168 
$ 0.0168 
$ 0.0168 
$ 0.0168 
$ 0.0168 
$ 0.0168 
$ 0.0168 
$ 0.0168 
$ 0.0168

Estimated

Retainage

$ 0.38

$ 0.43

$ 0.41

$ 0.41

$ 0.41

$ 0.41

$ 0.41

$ 0.40

$ 0.42

$ 0.43

$ 0.44

$ 0.45

$ 0.45

$ 0.44

$ 0.39

$ 0.39

$ 0.39

$ 0.39

$ 0.39

$ 0.39

Estimated
Appalachian

Transport
Cost

$ 8.81
$ 9.49
$ 9.42
$ 9.42
$ 9.46
$ 9.55
$ 9.62
$ 9.62

$ 8.73
$ 10.03
$ 10.36
$ 10.59
$ 10.57
$ 10.31
$ 9.01
$ 8.94
$ 8.99
$ 9.06
$ 9.11
$ 9.13



1307f OCAM Estimated Estimated

Southwest Gas NYMEX Retainage

February-07 $7,996 $1.03

March $8,660 $1.12

April $8,668 $1.01

May $8,680 $1.01

June $8,730 $1.01

July $8,806 $1.02

August $8,872 $1.03

September $8,885 $1.03

October $8,970 $1.04

November $9,260 $1.07

December $9,580 $1.11

January-08 $9,800 $1.14

February $9,785 $1.13

March $9,535 $1.11

April $8,285 $0.96

May $8,215 $0.95

June $8,265 $0.96

July $8,325 $0.97

August $8,380 $0.97

September $8,392 $0.97

Estimated Variable Costs City-Gate Cost 
$.Dth

$0.0833

$0.0833

$0.0833

$0.0833

$0.0833

$0.0833

$0.0833

$0.0833

$0.0833

$0.0833

$0.0833

$0.0833

$0.0833

$0.0833

$0.0833

$0.0833

$0.0833

$0.0833

$0.0833

$0.0833

$9.11

$9.86

$9.76

$9.77

$9.63

$9.91

$9.98

$10.00

$10.09

$10.42
$10.77

$11.02

$11.00
$10.72

$9.33

$9.25

$9.31

$9.37

$9.44

$9.45

$9.92
Average



1307f OCA 1-1 

Appalachian Gas

Estimated
NYMEX

Estimated
Basis

Estimated 

Appalachian 

Direct Feed 

Cost

February-07 $7,996 $0,414 $8.41

March $8,660 $0,382 $9.04

April $8,668 $0,326 $8.99

May $8,680 $0,319 $9.00

June $8,730 $0,312 $9.04

July $8,806 $0,315 $9.12

August $8,872 $0,315 $9.19

September $8,885 $0,312 $9.20

October $8,970 $0,322 $9.29

November $9,260 $0,322 $9.58

December $9,580 $0,322 $9.90

January-08 $9,800 $0,322 $10.12

February $9,785 $0,322 $10.11

March $9,535 $0,322 $9.86

April $8,285 $0,322 $8.61

May $8,215 $0,322 $8.54

June $8,265 $0,322 $8.59

July $8,325 $0,322 $8.65

August $8,380 $0,322 $8.70

September $8,392 $0,322 $8.71

$9.13

Average

Estimated

Appalachian

Estimated 
Variable Costs

Estimated
Retainage

Transport

Cost

$0.0168 $0.38 $8.81

$0.0168 $0.43 $9.49

$0.0168 $0.41 $9.42

$0.0168 $0.41 $9.42

$0.0168 $0.41 $9.46

$0.0168 $0.41 $9.55

$0.0168 $0.41 $9.62

$0.0168 $0.40 $9.62

$0.0168 $0.42 $9.73

$0.0168 $0.43 $10.03

$0.0168 $0.44 $10.36

$0.0168 $0.45 $10.59

$0.0168 $0.45 $10.57

$0.0168 $0.44 $10.31

$0.0168 $0.39 $9.01

$0.0168 $0.39 $8.94

$0.0168 $0.39 $8.99

$0.0168 $0.39 $9.06

$0.0168 $0.39 $9.11

$0.0168 $0.39 $9.13

$9.56

Average



1,000,000
961,244

900,000

800,000

700,000

600,000

500,000

400,000
Jan-07 Feb-07 Mar-07 Apr-07 May-07 Jun-07 Jul-07 Aog-07 Sep-07 Oct-07 Nov-07 Dec-07 Jan-08 Fcb-08

Month

Appalachian
Production
Direct Feed

Appalachian
Production
Gathering

Total
Appalachian

Jan-07 393,312 508,372 901,684
Feb-07 365,349 488,335 853,684
Mar-07 291,962 589,853 881,815
Apr-07 405,838 414,184 820,022

May-07 415,942 320,389 736,331
Jun-07 306,816 311,322 618,138
Jul-07 316,979 295,451 612,430

Aug-07 311,867 284,449 596,316
Sep-07 307,814 269,637 577,451
Oct-07 319,488 323,696 643,184

Nov-07 124,060 590,496 714,556
Dec-07 127,911 637,391 765,302
Jan-08 130,344 780,239 910,583
Feb-08 116,363 844,881 961,244

Totals: 3,934,045 6,658,695 10,592,740
Column #: 1 2 Sum of 1 and 2

tqnnaDie
Information
Reference OCA-l-21-2nd Revised

OCA-I-21-2nd
Revised



Docket No. R-2008-2021160 
Item: OCA-IH-1 
Respondent: Thomas P. Wiggers 
Position: Director, Gas Supply

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

Item: OCA-IH-l

Reference the response to OCA-I-21 Revised. Please explain:

a. how much of the local gas flows over Equitable’s gathering facilities;

b. the extent to which the producers supplying the local production are assessed a 
retainage charge; and

c. how PGC customers are assured of not paying for LUFG incurred on local 
production supplies purchased by transportation customers.

Response:

a) For the period January 2007 through February 2008, approximately 63% of the 
local gas received utilized Equitable’s gathering facilities. Please see the attached 
OCA-I-21 -2nd Revised for monthly detail.

b) Please see the response to OCA-111'4.

c) End-use transportation customers are assessed retainage on local production 
consistent with Rate AGS and distribution retainage as per Tariff Rule 11.4, with 
the exception of end-use transportation customers who receive discounted 
retainage percentages as discussed in the Direct Testimony of John Quinn.



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

Docket No. R-2008-2021160 
Item: OCA-1IM 

Item: OCA-l-21-2nd Revised

Local Local

Interstate Production Production

Month Pioelines Direct Feed Gatherina Total

(Dth) (Dth) (Dth) (Dth)

Jan-07 2,033,668 393,312 508,372 2,935,350

Feb-07 2,361,566 365,349 488,335 3,215,249

Mar-07 1,915,665 291,962 589,853 2,797,479

Apr-07 1,616,530 405,838 414,184 2,436,552

May-07 1,182,815 415,942 320,389 1,919,146

Jun-07 861,083 306,816 311,322 1,479,221

Jul-07 621,993 316,979 295,451 1,234,423

Aug-07 741,846 311,867 284,449 1,338,162

Sep-07 585,163 307,814 269,637 1,162,614

Oct-07 801,954 319,488 323,696 1,445,138

Nov-07 1,529,138 124,060 590,496 2,243,694

Dec-07 2,427,706 127,911 637,391 3,193,008

Jan-08 2,561,760 130,344 780,239 3,472,343

Feb-08 2.786,438 116,363 844,881 3,747,682



Responses of Independent Oil and Gas Association of Pennsylvania 
to the Interrogatories and Request for Production of Documents 

from Equitable Gas Company, Set II 
Docket Nos. R-2008-2029325, et al. and C-2066800

Equitable-IMO:

i 0. (Page 14; lines 11-14) If the true cost of local Pennsylvania production is more 
expensive to Equitable’s customers than the prevailing market price of interstate gas, should 
Equitable continue to purchase local Pennsylvania production? If the answer to this question is 
anything but “no,” please explain how this is consistent with a least cost procurement initiative.

Response:

Any comparison of local Pennsylvania production costs and interstate gas costs would have to 
include upstream transportation and storage costs for interstate gas and exclude any factors that 
are not the responsibility of local Pennsylvania production (i.e., lost and unaccounted for gas 
factors). That being said, gas supply acquisition strategy attempts to minimize gas purchase 
costs while assuring there is adequate, reliable supply. There is not a simple “yes” or “no” 
answer to this question.

Response provided by James L. Crist

I!AR:83270.I/|ND049.253552



Responses of Independent Oil and Gas Association of Pennsylvania 
to the Interrogatories and Request for Production of Documents 

from Equitable Gas Company, Set U 
Docket Nos. R-2008-2029325, et al. and C-209661300

Equitable-Il-64:

64. (Page 14): Please provide the economic or financial analysis that Ms. Burgraff relies 
upon in support of the statement, “Interstate supply can cost more than twice as much as 
Appalachian Supply including demand charges or 25% more excluding demand charges based 
on 2007 gas costs information.’'

Response:

Ms. Burgraff compared the total unit cost oflocal versus interstate supply using the “total” 
column for the 2007 gas cost information in Equitable’s response to 10GA 1-7. The cost of 
Equitable’s gathering system was not factored into the calculation as part of the cost oflocal 
supply, nor should it be.

Response provided by Diane M. Burgraff

HAR-.83270.1'IN D049-2 55552



Exhibit JLC-6

Docket No. R-2008-2021160

Summary of Estimated Purchased Gas Costs 
(10/2008 - 09/2009)

Summary of 2007 Actual Purchased Gas Costs
(Total Costs)



PctutylvtAit Division

Stunnuiy of Estimated PutohtMd Ou CotU 
fot the Period Octobet M0< througlt September 2009

Line
Mo.

2008 2009
TotalOeecrtofen October November December Jamtarv Pefarucrv March Amil May Jane July Auaiift September

(1) (2) (3) (4) (5) (6) (7) m C» (10) (M) (12) («3>

PiatfieMi
SouDnwit

i Quantity - Dth 414,114 7,753 646423 322,327 979444 633,999 1,261,007 195,535 0 0 0 0 4,660,602
2 JUa-VDth 10.34 10.63 11.04 1140 1126 10.98 9.40 949 9 74 941 9.47 9.47
3 Cost-1 4,280,099 82,397 7,137,998 3.904.877 11,028,948 6,959,452 11,851,437 1416,990 0 0 0 0 49.062498

AppsiMtvan - OMct
4 Quantity-Dili 223,000 203,000 223,000 223,000 223,000 223,000 225,000 223,000 127,410 98,026 87,104 153.901 24*8,441

9 Rato - J/Dth 9.31 9.79 10.14 1047 1044 10.08 8.67 8.57 862 8.68 8.73 8.73
e Cost -1 2,139,469 2,007,719 2,282.344 2,334.094 2,326,219 2.268,844 1,950.469 1,929,094 (.098,370 150.743 760,309 1.361,600 21.309474

AppalKtitan - Ttarapotl
7 Quantity- Dth 673,000 613,000 675,000 675,000 675,000 675,000 673,000 675,000 382,300 393,230 393.250 457,300 6,970.500
8 Rate-LDth 993 10.23 10.61 10.85 10.81 10.53 9.08 898 9 03 9.09 9.14 9.15
9 Cost-S 6.7|7^24 6402,371 7,162,742 7424,074 7499423 7,120,633 6,128,111 6,061,474 3,433,517 3492,457 3.612,994 4,184,400 68.939.641

OontMen Storage WIMrawats
to Quantity-Dtk 0 0 0 0 0 0
n Rate-X/Dth 0.00 0.00 0.00 0.00 0.00
12 Cost-8 0 0 0 0 0 0

13 Total Purrirase Cori - 8 13,136492 8492,687 16,383,084 15,563,045 20,634,690 16448,951 19.930.017 9,807,558 4451487 4,443400 4473403 5,546.000 139,331,313

Rut: ECrr Storage WWidrml*
14 Quantity. Dth 0 1,700.000 2,800,000 3400,000 2,900400 2.300,000 0 0 0 0 0 0 13,000.000

13 Ratt-8/Dth 000 7.9987 7.9987 7.9987 7.9987 7.9987 0.00 0.00 0.00 0.00 0.00 0.00
l« Cost-8 0 13.597.790 22496460 26495.710 23.196.230 18.397.010 0 0 0 0 0 0 103.983.100

Total Commodity Cost for
17 Immediate Cossomptioa • S 13.136,892 21490.477 38,979,444 *1,938,755 43,830.920 34,745,961 19,930.017 9.807,558 4,531,887 4,443,200 4473,303 5,546,000 243.314.413

Othar PuRriaaed Oas Coat* • 8
18 Upstteatn Demand Coats 1.400462 1411.144 1.311,144 1,311,144 1,511.144 1,51M64 1,400,262 1,400.262 1,400,262 1,400,262 1,400,262 1.400,262 17457,551
19 Equittim Demaad Costs 2.610.236 3.284.090 3.264.090 3.284.090 3.264.090 3.284.090 2.610.256 2.610456 2.610.256 2.610.256 2610.236 2.610.256 34.692442

20 Total Other Coats •$ 4.010.318 4.795.234 4.795.234 4.793.234 4.795.234 4.795.234 4.010.518 4.010.518 4.010.518 4.010418 4.010.518 4.010.518 52,049.793
21 Totil Petchnod Oat Costa • 8 17.147.410 26.783,710 43.774.677 46.733.989 41 646.154 39.341.193 23.940.535 13.8I8.076 8.562.405 8.433.718 8.383.820 9.556518 295.364.206

LESS;
22 Capacity Rekase/Staadby Credits - S 001426 778.400 778.408 778.408 776,408 776/400 681.428 601,426 861,420 661,424 661,420 601,426 6.522420
23 Balancing Credits 300.701 007430 870426 1.050421 028.804 776,114 604,635 286.766 180,608 160.025 180.119 188.679 6.145.694

24 16.12S.283 25.399.364 42.118.944 44.925459 46.938.881 37.987.672 22.774.174 12.886.884 7.710.369 7.601.467 7.533.275 8.696.513 280.696416
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Eqoiubk Cks Company 
Penuylvuua DJvidoo

Somrnafy of200? Actual Piacbaaed Cas Cod* 

(Total CmU)

Lum
No. OMCdpOoh laniwy F«bn>a>y Matdi April May Jtma July AuhbM Sqnqnber October Kovqpbcr Pec«W»«f Total

COMMODITY

AppaiaeMan Puicfiaaoa
l Purdiuca • Dih 954,181 1,129.312 1.276.673 641,957 889,089 1,250,729 305,976 351.994 405,739 46343* 1.016.648 1,(85,668 9,869,200
2 Appalachian Coal 2,108,290 8,724,350 I0.059.7J7 5,624.126 7,096,600 10,373,803 2438,361 2,509,032 2,546,850 3481,239 8424,767 9,901,751 72,681,923

UpaVaam Pipallna SupMy
3 Patchttn • Dtfi 549,858 IJ47J222 879,193 339.124 134,860 123,249 125,640 122.214 128,744 113.226 1,121464 1,399.189 6,289,883
4 Total Coat 8,857,872 12,002,544 8.762,431 4J72.490 (4U21) 903,236 860,161 710471 603,046 792,859 8.693,025 11,983.337 58402,83!

Caahki
S Total Cost (27.937) 372,611 0 242,372 61,976 2,720 38 103.245 21462 0 776487

Total Commodity Cost
6 ofPurchuas 10,766,161 20.698,957 18,822.187 10,369,227 7,055479 11.519.412 3,161,198 3.222.123 3,149,934 4,177,343 16,941.154 21.865.088 131,768,163

? Storage Withdrawals. Dtb 2,795,620 3.027,253 1,746,063 1,381,016 0 0 0 0 0 0 566,430 585,311 10,101,693
S Storage Commodity Cost* 20,790^06 24,074.555 13.490X3 11,081,207 0 0 0 0 0 0 4.178,673 4421.506 77,936,690
9 Storage Withdrawal Costs 25.825 34.102 18.013 9429 0 0 0 0 0 0 1230 5.425 98.884

0) m O) (4) (S) (6) (7) (8) (7) (10) «l) (12) <tJ)

10 Total Storage Coats 20,816,031 24,109457 13,501495 11,090,736 0 0 0 0 0 0 4.183,923 4,326,931 78,035,574

Total Commodity Cost
11 ofOas 31482.192 44.608,314 32430,762 21.459.963 7.055479 11.519,412 3,161,198 3422.123 3,149,934 4,177.343 21.123.077 26412.019 209.803.737

Omar Purdtaaod Gas CoMs
12 Demand 4,432,176 4,478401 6.319,708 3,908,190 3,890,885 3,905,072 3,914,804 3416.993 3,919,842 3423.945 4,728,440 4,760.783 52,299.042

13 Total ObrcM Mo*6 Gas Cost 36 014 16* 49 286.516 38.850.490 25.368.153 10.944.264 15.424.484 7074.002 7139.114 7.069.776 8.101488 23.8J3.JI7 30.972.803 262.102.779

14
Crsdlti to PGC

Standby Servica 239,747 239,747 239,747 239.747 239,747 239,747 239,747 239,747 239,747 239,747 239.747 239,747 2.876,959
1) CashOut 400,244 224,836 436,360 18.611 895,011 (34.302) 0 0 90,088 0 138,140 764,240 2,923,033
16 Off sytfwWCip release sharing 523,627 693471 934,975 362,793 38,833 244,386 >4,170 184,565 19,636 (J4A043) 139,779 104,847 3,172,856
17 Balanctog Credit 930,973 1.173,032 680,749 956.106 236,841 181.828 186,739 183.621 199,177 282485 605.473 839,407 6,078.311
16 Total Credits to POC 2,096.590 2430,885 2491.831 1,077,263 1,410,432 631,438 520,655 609,932 618,648 382,067 1.03,138 1,968,242 13,051,162

19 Total 1307(1) Gas Cost 33.917778 46.953.630 36.558.638 24490.890 9.535.813 14.793.026 6.555.346 6.529.184 6.45M29 7.719421 24.740.179 29,004.563 247.051.618
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Exhibit JLC-7 (REVISED)

Comparison Index of TETCO and NYMEX



REVISED Exhibit JC: Comparision of Tetco and NYMEX
TETCO NYMEX NYMEX- TETCO

Jan-96 $ 2.05 $ 3.45 $ 1.40
Feb-96 $ 1.82 $ 2.34 $ 0.52
Mar-96 $ 1.96 $ 2.75 $ 0.79
Apr-96 $ 2.23 $ 2.78 $ 0.55
May-96 $ 2.13 $ 2.21 $ 0.08
Jun-96 $ 2.25 $ 2.36 $ 0.11
Jul-96 $ 2.56 $ 2.65 $ 0.09
Aug-96 $ 2.19 $ 2.32 $ 0.13
Sept-96 $ 1.69 $ 1.85 $ 0.16
Oct-96 $ 1.73 $ 1.83 $ 0.10
Nov-96 $ 2.61 $ 2.65 $ 0.04
Dec-96 $ 3.69 $ 3.90 $ 0.21
Jan-97 $ 3.92 $ 4.00 $ 0.08
Feb-97 $ 2.75 $ 2.99 $ 0.24
Mar-97 $ 1.63 $ 1.78 $ 0.15
Apr-97 $ 1.73 $ 1.81 $ 0.08
May-97 $ 2.03 $ 2.12 $ 0.09
June-97 $ 2.20 $ 2.35 $ 0.15
July-97 $ 2.06 $ 2.15 $ 0.09
Aug-97 $ 2.10 $ 2.16 $ 0.06
Sept-97 $ 2.45 $ 2.52 $ 0.06
Oct-97 $ 2.93 $ 3.35 $ 0.42
Nov-97 $ 3.17 $ 3.27 $ 0.10
Dec-97 $ 2.38 $ 2.58 $ 0.20
Jan-98 $ 2.16 $ 2.31 $ 0.15
Feb-98 $ 1.92 $ 2.00 $ 0.08
Mar-98 $ 2.16 $ 2.29 $ 0.13
Apr-98 $ 2.22 $ 2.30 $ 0.08
May-98 $ 2.21 $ 2.26 $ 0.05
June-98 $ 1.95 $ 2.02 $ 0.07
July-98 $ 2.28 $ 2.36 $ 0.08
Aug-98 $ 1.88 $ 1.94 $ 0.06
Sept-98 $ 1.54 $ 1.67 $ 0.13
Oct-98 $ 1.95 $ 2.03 $ 0.08
Nov-98 $ 1.91 $ 1.97 $ 0.06
Dec-98 $ 2.03 $ 2.15 $ 0.12
Jan-99 $ 1.68 $ 1.77 $ 0.09
Feb-99 $ 1.74 $ 1.81 $ 0.07
Mar-99 $ 1.56 $ 1.67 $ 0.11
Apr-99 $ 1.81 $ 1.85 $ 0.04
May-99 $ 2.29 $ 2.35 $ 0.06
Jun-99 $ 2.15 $ 2.23 $ 0.08
Jul-99 $ 2.20 $ 2.26 $ 0.06
Aug-99 $ 2.53 $ 2.60 $ 0.07
Sep-99 $ 2.79 $ 2.91 $ 0.12
Oct-99 $ 2.42 $ 2.56 $ 0.14
Nov-99 $ 2.94 $ 3.09 $ 0.15
Dec-99 $ 2.03 $ 2.12 $ 0.09
Jan-00 $ 2.27 $ 2.34 $ 0.07
Feb-00 $ 2.54 $ 2.61 $ 0.07



Mar-00 $ 2.54 $ 2.60 $ 0.06
Apr-00 $ 2.81 $ 2.90 $ 0.09
May-00 $ 3.00 $ 3.09 $ 0.09
Jun-00 $ 4.28 $ 4.41 $ 0.13
Jul-00 $ 4.24 $ 4.37 $ 0.13
Aug-00 $ 3.70 $ 3.66 $ (0.04)
Sep-00 $ 4.46 $ 4.62 $ 0.16
Oct-OO $ 5.13 $ 5.31 $ 0.18
Nov-00 $ 4.35 $ 4.54 $ 0.19
Dec-00 $ 5.86 $ 6.02 $ 0.16
Jan-01 $ 9.83 $ 9.98 $ 0.15
Feb-01 $ 6.02 $ 6.29 $ 0.27
Mar-01 $ 4.79 $ 5.00 $ 0.21
Apr-01 $ 5.21 $ 5.38 $ 0.17
May-01 $ 4.73 $ 4.89 $ 0.16
Jun-01 $ 3.61 $ 3.74 $ 0.13
Jul-01 $ 3.07 $ 3.18 $ 0.11
Aug-01 $ 3.06 $ 3.17 $ 0.11
Sep-01 $ 2.21 $ 2.30 $ 0.09
Oct-OI $ 1.75 $ 1.83 $ 0.08
Nov-01 $ 3.08 $ 3.20 $ 0.12
Dec-01 S 2.22 $ 2.32 $ 0.10
Jan-02 $ 2.50 $ 2.56 $ 0.06
Feb-02 $ 1.94 $ 2.01 $ 0.07
Mar-02 $ 2.31 $ 2.39 $ 0.08
Apr-02 $ 3.32 $ 3.47 $ 0.15
May-02 $ 3.25 $ 3.32 $ 0.07
Jun-02 $ 3.26 $ 3.42 $ 0.16
Jut-02 $ 3.15 $ 3.28 $ 0.13
Aug-02 $ 2.85 $ 2.98 $ 0.13
Sep-02 $ 3.15 $ 3.29 $ 0.14
Oct-02 $ 3.58 $ 3.69 $ 0.11
Nov-02 $ 4.05 $ 4.13 $ 0.08
Dec-02 $ 4.05 $ 4.14 $ 0.09
Jan-03 $ 4.68 $ 4.99 $ 0.31
Feb-03 $ 5.45 $ 5.66 $ 0.21
Marr03 $ 9.00 $ 9.13 $ 0.13
Apr-03 $ 5.02 $ 5.15 $ 0.13
May-03 $ 4.97 $ 5.12 $ 0.15
Jun-03 $ 5.82 $ 5.95 $ 0.13
Jul-03 $ 5.18 $ 5.29 $ 0.11
Aug-03 $ 4.69
Sep-03 $ 4.82 $ 4.93 $ 0.11
Oct-03 $ 4.32 $ 4.43 $ 0.11
Nov-03 $ 4.34 $ 4.46 $ 0.12
Dec-03 $ 4.74 $ 4.86 $ 0.12
Jan-04 $ 6.03 $ 6.15 $ 0.12
Feb-04 $ 5.46 $ 5.78 $ 0.32
Mar-04 $ 4.93 $ 5.15 $ 0.22
Apr-04 $ 5.21 $ 5.37 $ 0.16
May-04 $ 5.80 $ 5.94 $ 0.14
Jun-04 $ 6.68



Jul-04 $ 6.14
Aug-04 $ 6.05
Sep-04 $ 4.88 $ 5.08 $ 0.20
Oct-04 $ 5.56 $ 5.72 $ 0.16
Nov-04 $ 7.34 $ 7.63 $ 0.29
Dec-04 $ 7.58 $ 7.98 $ 0.40
Jan-05 $ 5.79 $ 6.21 $ 0.42
Feb-05 $ 5.81 $ 6.29 $ 0.48
Mar-05 $ 5.97 $ 6.30 $ 0.33
Apr-05 $ 7.14 $ 7.32 $ 0.18
May-05 $ 6.52 $ 6.75 $ 0.23
Jun-05 $ 5.88 $ 6.12 $ 0.24
Jul-05 $ 6.78 $ 6.98 $ 0.20
Aug-05 $ 7.43 $ 7.65 $ 0.22
Sep-05 $ 10.29 $ 10.85 $ 0.56
Oct-05 $ 12.60 $ 13.91 $ 1.31
Nov-05 $ 12.05 $ 13.83 $ 1.78
Dec-05 $ 8.63 $ 11.18 $ 2.55
Jan-06 $ 9.33 $ 11.43 $ 2.10
Feb-06 $ 7.27 $ 8.40 $ 1.13
Mar-06 $ 6.70 $ 7.11 $ 0.41
Apr-06 $ 6.57 $ 7.23 $ 0.66
May-06 $ 6.65 $ 7.20 $ 0.55
Jun-06 $ 5.56 $ 5.93 $ 0.37
Jul-06 $ 5.62 $ 5.89 $ 0.27
Aug-06 $ 6.71 $ 7.04 $ 0.33
Sep-06 $ 6.38 $ 6.82 $ 0.44
Oct-06 $ 3.78 $ 4.20 $ 0.42
Nov-06 $ 6.76 $ 7.15 $ 0.39
Dec-06 $ 7.46 $ 8.32 $ 0.86
Jan-07 $ 5.56 $ 5.84 $ 0.28
Feb-07 $ 6.53 $ 6.92 $ 0.39
Mar-07 $ 6.94 $ 7.55 $ 0.61
Apr-07 $ 6.97 $ 7.56 $ 0.59
May-07 $ 7.17 $ 7.51 $ 0.34
Jun-07 $ 7.24 $ 7.59 $ 0.35
Jul-07 $ 6.61 $ 6.93 $ 0.32
Aug-07 $ 5.78 $ 6.11 $ 0.33
Sep-07 $ 5.15 $ 5.43 $ 0.28
Oct-07 $ 6.06 $ 6.42 $ 0.36
Nov-07 $ 6.88 $ 7.27 $ 0.39
Dec-07 $ 6.51 $ 7.20 $ 0.69
Jan-08 $ 6.83 $ 7.17 $ 0.34
Feb-08 $ 7.66 $ 8.00 $ 0.34
Mar-08 $ 8.46 $ 8.93 $ 0.47
Apr-08 $ 9.11 $ 9.58 $ 0.47
May-08 $ 10.75 $ 11.28 $ 0.53
Jun-08 $ 11.16 $ 11.92 $ 0.76
Jul-08 $ 12.64 $ 13.11 $ 0.47
Aug-08 $ 8.79 $ 9.22 $ 0.43
Sep-08 $ 7.70 $ 8.39 $ 0.69
Oct-08 $ 6.53 $ 7.47 $ 0.94



Nov-08 $ 5.66 $ 6.47 $
$

0.81
0.29



Exhibit JLC-8

Docket No. R-2008-2021160

Equitable Gas Company’s 
Attachment 1 to Item 53.65(1)



Equitable Gas Company
Attachment 1 to Item 53.65(1}

Appalachian Gas
Equitable

Term

Energy LLC 
(Equrtrans 

Delivered)

Equitable 
Energy LLC 

(DTI)

Equitable 
Energy LLC 

(TCO)

(a.)
Market
Price

($/Dth) ($/Dth) ($/Dth) (S/Dth)

February 7, 2007 9.05 n/a
February 15 10.455 10.455
July 1 8.935 6.935
August 7.98 (b) 6.43
September 7.98 (b) 5.61
October 31 7.40 7.235
December' 7.553 7.69

(a.) Prices listed for purchases made on the first day of the month are based on 
Inside FERC's Gas Market Report. Prices listed for purchases made after the 
first of the month are based on the Gas Daily Midpoint and represent actual flow dates.

(b.) Prices listed were triggered prior to actual month in which the gas flowed and were 
reflective of market conditions at that time.


