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DIRECT TESTIMONY OF CARLOS P. THILLET 1 

I. INTRODUCTION 2 

Q. Please state your name and business address.  3 

A. My name is Carlos P. Thillet. My business address is PECO Energy Company, 2301 4 

Market Street, Philadelphia, PA 19103.  5 

Q. What is your educational background? 6 

A. I received a Bachelor of Arts degree from Villanova University in 1981. I received a 7 

Master of Business Administration degree from Saint Joseph’s University in 1998. Also, 8 

in 1998, I became a Chartered Industrial Gas Consultant through a certification program 9 

administered by the Gas Technology Institute. 10 

Q. Have you previously submitted testimony in proceedings before the Pennsylvania 11 

Public Utility Commission (the “Commission”)? 12 

A. Yes. I submitted testimony on behalf of PECO Energy Company (“PECO” or the 13 

“Company”) in the following Purchased Gas Cost (“PGC”) proceedings: 14 

PGC 21 
PGC 26 
PGC 27 
PGC 28 
PGC 29 

Docket No. R-0049423 
Docket No. R-2009-2108705 
Docket No. R-2010-2174034 
Docket No. R-2011-2239263 
Docket No. R-2012-2302784 

PGC 30 
PGC 31 
PGC 32 
PCG 33 
PGC 34 

Docket No. R-2013-2363227 
Docket No. R-2014-2420283 
Docket No. R-2015-2480969 
Docket No. R-2016-2545925 
Docket No. R-2017-2602611 

PGC 35 
PGC 36 
PGC 37 

Docket No. R-2018-3001568  
Docket No. R-2019-3009624 
Docket No. R-2020-3019661 
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Q. Please describe your work experience relevant to your Direct Testimony. 1 

A. I have been employed by either PECO or its affiliate, Exelon Energy Marketing, since 2 

1986. I started as a natural gas mechanic at the Company’s liquified natural gas (“LNG”) 3 

plant. In 1990, I joined the Gas Supply Group as a staff assistant. From 1990 to 2007, I 4 

worked in a variety of positions in what is now the Gas Supply and Transportation 5 

Department. Over that time, my responsibilities included accounting for gas purchases, 6 

short-term supply planning, storage asset management, High Volume Transportation 7 

(“HVT”) program management, asset optimization, analyzing and authorizing capacity 8 

releases, scheduling gas flow on interstate pipelines, and monitoring and participating in 9 

Federal Energy Regulatory Commission (“FERC”) proceedings. 10 

Q. Please identify your current job responsibilities. 11 

A. In October 2008, I became the Manager of PECO’s Gas Supply and Transportation 12 

Department. In this position, I am responsible for day-to-day management and oversight 13 

of the natural gas procurement, short- and long-term planning, asset optimization and 14 

contract administration functions for PECO. In addition, I am responsible for managing 15 

the financial and service reliability risk of PECO’s interstate natural gas transportation 16 

and storage contracts through monitoring and actively participating in FERC 17 

proceedings. These proceedings have the potential to impact PECO’s service or cost of 18 

service to its gas customers. The Gas Supply and Transportation Department is also 19 

actively involved in addressing regulatory issues that impact the gas industry through its 20 

memberships in the American Gas Association (“AGA”), the North American Energy 21 

Standards Board (“NAESB”), and the Energy Association of Pennsylvania (“EAP”).  22 
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II. PURPOSE OF TESTIMONY1 

Q. What is the purpose of your Direct Testimony in this proceeding? 2 

A. The purpose of my Direct Testimony is to explain the need for the Natural Gas 3 

Reliability Station from the standpoint of ensuring the reliability of PECO’s natural gas 4 

supply to meet design day requirements. 5 

Q. What are “design day requirements”? 6 

A. A “design day” is a 24-hour period of demand which is used as a basis for planning gas 7 

capacity requirements.  “Design day requirements” refers to how PECO designs its 8 

natural gas distribution system to provide safe and reliable natural gas service to 9 

customers during design day conditions.  “Design day conditions” are defined as an 10 

average temperature of zero degrees for the 24-hour period “gas day” period.  A “gas 11 

day” runs from 10AM until 10AM the following day.  This design day analysis provides 12 

assurance that firm service customers—especially residential customers—are not likely 13 

to experience interruptions when service is most essential. 14 

Q. How does your testimony relate to that of PECO witness Ryan Lewis? 15 

A. In PECO Statement No. 3, Mr. Lewis explains the need for the Natural Gas Reliability 16 

Station from the standpoint of customer and usage growth in Delaware County. 17 

Q. Are you sponsoring any exhibits? 18 

A. Yes. I am sponsoring Exhibits CPT-1 through CPT-3, which are the Direct Testimony I 19 

provided in PECO’s 2018, 2019 and 2020 PGC proceedings, and Exhibit CPT-4, which is 20 

the Joint Petition for Complete Settlement in the 2018 PGC proceeding (“2018 Joint 21 

Petition”).  At least since the 2018 Joint Petition, PECO has agreed to settlements in PGC 22 

proceedings that require PECO to examine potential long- and short-term solutions to 23 
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assist in meeting customer demand during the heating season, including peak-day 1 

demand. While there was no formal settlement commitment to examine such solutions 2 

prior to 2018, since at least 2015, the Natural Gas Reliability Project has been one of the 3 

options discussed in these PGC proceedings. 4 

III. NEED FOR THE NATURAL GAS RELIABILITY STATION  5 

Q. Please provide a general description of PECO’s gas system. 6 

A. PECO’s natural gas system is located in Southeastern Pennsylvania. PECO serves the 7 

four-county area surrounding the City of Philadelphia, as well as a portion of Lancaster 8 

County. Because this is not a natural gas-producing region, PECO and its natural gas 9 

customers depend on the interstate natural gas pipeline system to deliver natural gas into 10 

PECO’s distribution system. This dependency applies to all gas supplies, storage, and 11 

interstate transportation services, except for PECO’s two on-system facilities that supply 12 

natural gas on an as-needed basis during peak-demand periods, a liquefied natural gas 13 

(“LNG”) plant in West Conshohocken and a propane-air peaking plant in Chester. For a 14 

schematic of PECO’s gas system, please refer to Exhibit TF-1, which is sponsored by 15 

Timothy Flanagan in PECO Statement No. 4. 16 

Q. Please explain why the Natural Gas Reliability Project is necessary.  17 

A. Simply put, it will help to ensure the reliability of natural gas supply within PECO’s 18 

service territory by providing an additional source of supply to meet design day 19 

requirements.  The additional supply will reduce PECO’s reliance on spot market 20 

purchases, thereby reducing price volatility.  Also, as noted above, because PECO will 21 

own the gas, the Project helps to mitigate reliance on third party suppliers.   22 

 23 
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Q. Have design day requirements changed over the past decade? 1 

A. Yes. Design day requirements have increased. 2 

Q. How does PECO project design day requirements? 3 

A. Each year, PECO projects design day requirements for the next ten years by assuming an 4 

increase at the same rate as the rate of increase for total firm sales. If PECO did not 5 

engage in this advance planning, it could not ensure that it would be able to obtain the 6 

supplies of natural gas needed to meet the design-day requirements.  7 

Q. What are the projected design day requirements for the next 10 years? 8 

A. In the Advance Information filed with its Annual Section 1307(f) PGC filing, PECO 9 

made the following 10 year projection of the design day requirements: 10 

Winter Season 
Projected Firm Sales Projected Firm Sales 

MMCF/Year 
Projected Design Day 

Requirement MCF/Day 

2021-2022 65,181 859,089 
2022-2023 65,313 861,138 
2023-2024 65,601 864,995 
2024-2025 66,197 872,710 
2025-2026 66,224 872,710 
2026-2027 66,317 873,674 
2027-2028 66,410 874,638 
2028-2029 66,503 875,603 
2029-2030 66,596 876,567 
2030-2031     66,689    877,531 

   
Q. What is PECO’s strategy for satisfying design day requirements? 11 

A. PECO’s reliability strategy is two-fold. First, PECO must ensure that sufficient capacity 12 

exists to satisfy design day deliverability requirements. This capacity is diversified into 13 

three categories: (1) pipeline firm transportation (FT) capacity; (2) pipeline storage 14 

capacity; and (3) peaking capacity. Peaking capacity refers to PECO’s LNG facility, 15 

propane-air facility, and contracted peaking services with reliable third-party suppliers. 16 
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Second, PECO must ensure that a firm source of supply exists to utilize the capacity 1 

resources described above. PECO ensures the availability of firm supplies through its 2 

contractual arrangements with its suppliers and by managing its storage, LNG and 3 

propane inventory such that they are full for the onset of winter and remain at levels 4 

throughout the winter sufficient to meet design day demand. 5 

Q. Does PECO have adequate capacity to meet the design day requirements? 6 

A. While the Company believes that its current mix of firm transportation, firm storage, 7 

propane, LNG, and delivered peaking contracted services provides adequate peaking 8 

capacity to ensure the system reliability necessary to meet peak demand in a safe, least-9 

cost manner, the data show that: (1) the level of exposure to volatile market area prices 10 

during cold weather periods is increasing; and (2) the deficit between currently 11 

contracted-for pipeline storage and firm transportation deliveries, as well as LNG and 12 

propane capacity, and anticipated future peak-day firm-demand will continue to grow. 13 

Q. Please provide detail on the current and projected deficit between currently 14 

contracted-for pipeline storage and firm transportation deliveries, as well as LNG 15 

and propane capacity and peak day demand requirements. 16 

A. PECO is projecting a deficit of 111,685 Mcf between the design day firm demand 17 

requirements and current resources for the 2021-2022 winter period.  The projected 10-18 

year design day requirement increases to 877,531 Mcf for the winter of 2030-2031 - 19 

which is 18,442 Mcf higher than the 2020-2021 requirement of 859,089 Mcf.  The deficit 20 

is expected to increase to 130,127 Mcf for the winter of 2030-2031. 21 

 22 
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Q. How does PECO’s natural gas reliability project address the deficit you have just1 

described?2 

A. PECO’s Natural Gas Reliability Project will create additional supply to reduce price3 

volatility and overdependence on delivered supply and spot market purchases. The4 

project includes: (1) upgrading the capacity of the West Conshohocken LNG facility5 

from its current maximum of 160,000 Mcf/day to 220,000 Mcf/day; (2) installing 11.56 

miles of over high- pressure gas main to deliver that gas to Delaware County; and (3)7 

installing the Natural Gas Reliability Station in Marple Township to reduce the pressure8 

of the gas so that it can feed into a trunk line at the intersection of Lawrence Avenue and9 

Sproul Road. PECO will purchase gas in the summer to fill the LNG tank. Because10 

PECO will own the gas, PECO’s customers will have a reliable source of supply for the11 

coldest conditions in the winter when the gas is needed most.12 

Q. Did PECO consider any other potential solutions to address the deficit?13 

A. Yes. The deficit between projected design day requirements and firm capacity is not a14 

new phenomenon.  PECO’s daily pipeline entitlements (the firm capacity PECO can15 

obtain from contracts with the interstate transmission pipelines) have been constrained16 

for many years.  As explained in my Direct Testimony in the 2018, 2019, and 2020 PGC17 

proceedings, Exhibit CPT-1, pages 25 through 31, Exhibit CPT-2 at pages 18 through 25,18 

and Exhibit CPT-3 at pages 19 through 29, the Natural Gas Reliability Project was one of19 

several potential long-term and short-term solutions evaluated by PECO.  PECO20 

continues to evaluate potential solutions because the Natural Gas Reliability Project will21 

not fully resolve the deficit in the long-term.22 
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IV. CONCLUSION1 

Q. Does this conclude your Direct Testimony? 2 

A. Yes, it does.  However, I reserve the right to file such additional testimony as may be 3 

necessary or appropriate. 4 
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DIRECT TESTIMONY OF CARLOS P. THILLET 1 

I. INTRODUCTION 2 

1. Q. Please state your name and business address. 3 

A. My name is Carlos P. Thillet. My business address is PECO Energy 4 

Company, 2301 Market Street, Philadelphia, PA 19103. 5 

2. Q. What is your educational background? 6 

A. I received a Bachelor of Arts degree from Villanova University in 1981.  I 7 

received a Master of Business Administration degree from Saint Joseph’s 8 

University in 1998.  Also, in 1998, I became a Chartered Industrial Gas 9 

Consultant through a certification program administered by the Gas 10 

Technology Institute.   11 

3. Q. Have you previously submitted testimony in rate proceedings? 12 

A. Yes.  I submitted testimony on behalf of PECO Energy Company 13 

(“PECO” or the “Company”) in the following Purchased Gas Cost 14 

(“PGC”) proceedings: 15 

PGC 21 Docket No. R-0049423  
PGC 26 Docket No. R-2009-2108705 
PGC 27 Docket No. R-2010-2174034 
PGC 28  
PGC 29 

Docket No. R-2011-2239263 
Docket No. R-2012-2302784 

PGC 30 Docket No. R-2013-2363227 
PGC 31 Docket No. R-2014-2420283 

                PGC 32 
                PCG 33 
                PGC 34 

Docket No. R-2015-2480969 
Docket No. R-2016-2545925 
Docket No. R-2017-2602611 

                PGC 35 Docket No. R-2018-3001568 
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4. Q. Please describe your work experience relevant to your Direct 1 
Testimony. 2 

A. I have been employed by either PECO or its affiliate, Exelon Energy3 

Marketing, since 1986.  I started as a natural gas mechanic at the4 

Company’s liquid natural gas (“LNG”) plant.  In 1990, I joined the Gas5 

Supply Group as a staff assistant.  From 1990 to 2007, I worked in a6 

variety of positions in what is now the Gas Supply and Transportation7 

Department.  Over that time, my responsibilities included accounting for8 

gas purchases, short-term supply planning, storage asset management,9 

High Volume Transportation (“HVT”) program management, asset10 

optimization, analyzing and authorizing capacity releases, scheduling gas11 

flow on interstate pipelines, and monitoring and participating in Federal12 

Energy Regulatory Commission (“FERC”) proceedings.13 

5. Q. Please identify your current job responsibilities.14 

A. In October 2008, I became the Manager of PECO’s Gas Supply and15 

Transportation Department.  In this position, I am responsible for day-to-16 

day management and oversight of the natural gas procurement, short- and17 

long-term planning, asset optimization and contract administration18 

functions for PECO.  In addition, I am responsible for managing the19 

financial and service reliability risk of PECO’s interstate natural gas20 

transportation and storage contracts through monitoring and actively21 

participating in FERC proceedings.  These proceedings have the potential22 

to impact PECO’s service or cost of service to its gas customers.  The Gas23 

Supply and Transportation Department is also actively involved in24 
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addressing regulatory issues that impact the gas industry through its 1 

memberships in the American Gas Association (“AGA”), the North 2 

American Energy Standards Board (“NAESB”), and the Energy 3 

Association of Pennsylvania (“EAP”).  Additionally, I manage certain 4 

aspects of both PECO’s HVT and Low Volume Transportation (“LVT”) 5 

Gas Choice programs.  Effective April 4, 2016, the Gas Supply and 6 

Transportation Group reports to the Vice President of Regulatory Policy 7 

and Strategy. 8 

II. PURPOSE OF TESTIMONY9 

6. Q. What is the purpose of your Direct Testimony in this proceeding? 10 

A. The purpose of my Direct Testimony is to present the information required11 

in Section 1317(a) of the Pennsylvania Public Utility Code (the “Code”)12 

(See 66 Pa. C.S.A. § 1317(a)) so that the Pennsylvania Public Utility13 

Commission (the “Commission”) may make the findings required by14 

Section 1318 of the Code (See 66 Pa. C.S.A. § 1318) for a determination15 

that PECO’s PGC rates and charges for the historic period (April 1, 201816 

through March 31, 2019), the estimated period (April 1, 2019 through17 

November 30, 2019) and the PGC application period (December 1, 201918 

through November 30, 2020) are just and reasonable.  To that end, I am19 

sponsoring the information previously filed by the Company on April 30,20 

2019 in support of PGC 36 (the “Advance Information”).  Additionally, I21 

will describe the Company’s gas purchase policies and practices, including22 

PECO’s current hedging program; discuss its use of natural gas pipeline23 
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transportation and storage contracts; explain its HVT Gas Choice 1 

program; and set forth its plans for evaluating and continuing to 2 

incorporate Marcellus Shale production into its supply portfolio.  I will 3 

also present the Company’s proposal to extend its hedging program to 4 

further ensure future price stability for its customers.  Furthermore, 5 

pursuant to the settlement of the Company’s 2008 Natural Gas Base Rate 6 

Case proceeding at Docket No. R-2008-2028394 (“2008 Rate Case 7 

Settlement”), I will discuss updating the Company’s balancing charge.  8 

Finally, I will furnish the information that PECO committed to provide 9 

under the terms of the Joint Petition for Complete Settlement in last year’s 10 

PGC proceeding at Docket No. R-2018-3001568 (“2018 Joint Petition”). 11 

7. Q. Are you sponsoring any exhibits? 12 

A. Yes.  As previously mentioned, I am sponsoring the Advance Information, 13 

which has been assembled in a ring binder separated into Sections 1 14 

through 22, and which correspond, generally, to the PGC filing 15 

requirements set forth in 66 Pa. C.S.A § 1317.  I am also sponsoring 16 

Exhibits CPT-1 through CPT-5, which are discussed later in my Direct 17 

Testimony. 18 

III. PECO’S GAS SYSTEM 19 

8. Q. Please provide a general description of PECO’s gas system.  20 

A. PECO’s gas system is located in Southeastern Pennsylvania.  PECO 21 

serves the four-county area surrounding the City of Philadelphia and a 22 

portion of Lancaster County.  Because this is not a gas-producing region, 23 
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PECO and its natural gas customers depend on the interstate natural gas 1 

pipeline system to deliver natural gas into PECO’s distribution system. 2 

This dependency applies to all gas supplies, storage, and interstate 3 

transportation services, except for PECO’s two on-system peak-shaving 4 

facilities.  For a schematic of PECO’s gas system, please refer to Section 5 

13 of the Advance Information. 6 

9. Q. Please identify PECO’s interstate transmission suppliers. 7 

A. Texas Eastern Transmission, LP (“Texas Eastern”), Transcontinental Gas8 

Pipe Line Corporation (“Transco”) and Eastern Shore Natural Gas9 

Company (“Eastern Shore”) are the three interstate natural gas pipelines10 

that deliver gas directly to PECO’s city gates.  In addition, Dominion11 

Transmission, Inc. (“Dominion”), Texas Eastern and Transco also provide12 

natural gas storage services, which PECO uses to meet winter daily and13 

peaking requirements.  In the case of Dominion storage service,14 

intermediate transportation service from Texas Eastern is required to15 

deliver the gas to PECO’s city gate.16 

IV. HISTORIC AND PROJECTED GAS PURCHASES17 

10. Q. Please describe the information provided in Section 1 of the Advance18 
Information.19 

A. The information provided in Section 1 of the Advance Information20 

accounts for all of the Company’s purchased gas costs during the period21 

from January 1, 2018 through March 31, 2019 and includes the source of22 

the gas, the price and the associated volumes.  This information also23 

includes applicable rates, demand components and incremental purchased24 
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gas costs associated with contracted interstate pipeline transportation and 1 

storage services.  All costs detailed in Section 1 result from applying the 2 

Company’s policy to purchase natural gas on a basis that ensures system 3 

reliability at the least cost.  4 

11. Q. During the past 12 months, did PECO purchase gas from any 5 
affiliated interest? 6 

A. Yes, it did.  In its Secretarial Letter dated April 14, 2016 (the “Secretarial 7 

Letter”),1 the Commission granted pre-approval for PECO to enter into 8 

agreements with Exelon Affiliates to purchase supply.  After a successful 9 

competitive bid process, Exelon Affiliates may supply PECO with: (1) 10 

long- and short-term wholesale natural gas commodity transactions; (2) 11 

long- and short-term wholesale propane commodity transactions; and (3) 12 

natural gas asset management transactions.  If PECO enters into such an 13 

agreement with an Exelon Affiliate, the Company is required, pursuant to 14 

the terms of the Secretarial Letter, to file a report with the Commission.  15 

The report shall include pricing information and the executed terms and 16 

conditions and be filed within ten (10) days after that transaction.   17 

On October 26, 2018, as a result of a concluded competitive bid process 18 

for ten-day winter call options, Constellation, an Exelon Affiliate, and 19 

PECO entered into an agreement for the purchase and sale of natural gas.  20 

PECO subsequently filed for Commission review and approval of a 21 

Confirmation Agreement, which contained a report of the transactions, 22 
                                                 
1  See the Commission’s Secretarial Letter regarding the Application of PECO Energy 

Company Pursuant to Chapter 21 of the Public Utility Code, for Approval of Defined Classes 
of Affiliated Interest Documents Related to Its Natural Gas Utility Operations, Docket No. 
G-2015-2508329 (Issued April 14, 2016). 
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including pricing and the executed terms and conditions (the 1 

“Constellation Agreement”).2  The Constellation Agreement was approved 2 

by the Commission.3  3 

12. Q. Has PECO withheld or caused to be withheld from the market any 4 
gas supplies which should have been utilized as part of a least cost fuel 5 
procurement policy? 6 

A. No.  Because PECO is neither a natural gas producer nor a wholesale 7 

market participant of significant size or scope, it could not benefit from 8 

withholding any gas supplies from the market.  For these same reasons, 9 

PECO has no market power in the pipeline capacity market.  PECO 10 

engages only in purchases related to providing natural gas service to its 11 

retail customers and a small amount of off-system sales from which its 12 

retail customers derive substantial benefit.    13 

13. Q. Has PECO included in its PGC rates any purchased gas costs that 14 
should be charged to transportation customers? 15 

A. No.  When a transportation customer uses PECO’s purchased gas under 16 

Rate IS (Interruptible Service), these fuel costs are excluded from costs to 17 

be recovered from PECO’s PGC customers.  In addition, PECO provides 18 

Stand-by Sales service for firm and interruptible transportation customers 19 

whereby those customers may purchase gas from the Company at the 20 

standard retail rate should a customer’s supplier fail to deliver gas.  The 21 

                                                 
2  The Constellation Agreement was filed with the Commission on a confidential basis.  

Accordingly, a copy of this filing will be made available, upon request, to any parties and/or 
intervenors on a confidential basis only. 

 
3  Pursuant to 66 Pa. C.S.A. § 2102(b), because the Commission did not enter an order of 

rejection within 30 days after submittal of the filing (docketed on November 13, 2018), the 
Constellation Agreement was deemed approved.  
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revenues derived from Stand-by Sales service are credited toward 1 

recovery of purchased gas costs through the Section 1307(f) mechanism. 2 

If a firm transportation (“FT”) customer fails to elect Stand-by Sales 3 

service and nevertheless uses PECO’s purchased gas to make up for 4 

deficient supplier deliveries, or if an interruptible customer consumes 5 

unauthorized volumes, the customer is charged tariff rates for the gas used 6 

and assessed a penalty for the delivery deficiency.  These penalty revenues 7 

are also credited to PECO’s PGC customers. 8 

14. Q. Is the Company proposing a change to the balancing charge rate in 9 
this case?  10 

A. Yes.  Under the terms of the 2008 Rate Case Settlement, the Company is11 

required to update the balancing charge as part of its annual 1307(f) filing.12 

As shown in Exhibit CPT-1 accompanying my Direct Testimony, the13 

Company is proposing a balancing charge of $0.0076 per Mcf to become14 

effective on December 1, 2019, which is $0.0002 more per Mcf than the15 

currently effective balancing charge.16 

15. Q. Why did the balancing charge increase by $0.0002 per Mcf?17 

A. Exhibit CPT-2 contains the calculation used to establish the current18 

balancing charge.  A comparison between Exhibit CPT-1 and Exhibit19 

CPT-2 shows a $0.0002 per Mcf increase from last year’s balancing20 

charge.  This slight increase is driven by a 5.9% increase in “Total Annual21 

Cost for Storage,” and a 5.5% increase in “Total Aggregate Imbalance22 

MCF” which are partially offset by a reduction in “Projected Volume in23 

MCF”.24 
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16. Q. Please describe the information provided in Sections 6 and 7 of the 1 
Advance Information.   2 

A. Sections 6 and 7 of the Advance Information provide the projected cost of3 

purchasing gas for the estimated period (April 1, 2019 through November4 

30, 2019) and the PGC application period (December 1, 2019 through5 

November 30, 2020), respectively.  This information includes the expected6 

source of the gas, the price, and the associated volumes.  The projected7 

purchases reflect the Company’s policy to purchase natural gas on a basis8 

that ensures system reliability at the least cost.  Sections 6 and 7 of the9 

Advance Information include all projected interstate pipeline costs,10 

storage demand costs, variable storage and fuel-related costs, and11 

commodity costs for the relevant time periods.  As shown in Section 6 of12 

the Advance Information, the total projected cost applicable to the PGC13 

for the estimated period is approximately $124.9 million.  As shown in14 

Section 7 of the Advance Information, the total projected cost applicable15 

to the PGC application period is approximately $292.4 million.16 

V. DESIGN DAY REQUIREMENTS17 

17. Q. Have you provided an overview of the methodology the Company 18 
employs to determine design day requirements? 19 

A. Yes.  Details of PECO’s design day methodology and a description of its20 

2019-2020 winter design day requirement are included in Section 16 of21 

the Advance Information.  As described in Section 16, PECO’s supply22 

resources, combined with peaking and delivered supply, will satisfy the23 
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Company’s design day requirement of 834,815 Mcf for the 2019-2020 1 

winter season. 2 

18. Q. Is PECO proposing a change to its design day as a result of its 3 
experience during the 2018-2019 winter season?   4 

A. No.  PECO’s design day methodology, as well as system performance this 5 

past winter, supports the continued use of a zero degree design day. 6 

VI. PECO’S GAS PURCHASE POLICIES AND PRACTICES 7 

19. Q. Does PECO pursue a least-cost procurement policy? 8 

A. Yes, it does. 9 

20. Q. Please describe PECO’s least-cost procurement policy. 10 

A. PECO’s gas procurement policy is designed to achieve a reasonable 11 

balance of long- and short-term gas purchases under different pricing 12 

approaches, in order to achieve system supply reliability at the least-cost.  13 

As previously discussed, the details of PECO’s actual gas purchases for 14 

the fifteen (15) months ending March 31, 2019 and its estimates through 15 

November 30, 2020 are presented in the Advance Information (Sections 1, 16 

6 and 7).  PECO utilizes its interstate transportation and storage 17 

entitlements to obtain and deliver market-priced supplies to the PECO gas 18 

distribution system. 19 

21. Q. Please explain the practical implementation of the policy. 20 

A. PECO manages its least-cost procurement strategy through purchases 21 

made under long-term (more than one month, such as purchases made in 22 

conjunction with the Ratable Hedging Program) and short-term (one 23 

month or less) contracts, and on the daily spot market.  Purchases made 24 
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under long- and short-term contracts generally use two pricing 1 

mechanisms: (1) daily or first-of-the-month indices; and (2) adjusted New 2 

York Mercantile Exchange (“NYMEX”) futures pricing.  Index-based 3 

pricing refers to the use of either a first-of-the-month index at a particular 4 

location, such as the index published in the Inside FERC Gas Market 5 

Report, or a daily index at a particular location, such as those published in 6 

Gas Daily.  NYMEX futures pricing refers to the use of a selection of 7 

monthly gas futures prices from a NYMEX futures contract pricing 8 

screen, or a monthly NYMEX settlement price, plus or minus a negotiated 9 

locational basis.  PECO receives bids from suppliers for the lowest basis 10 

numbers, which, when added to the applicable NYMEX futures price or 11 

NYMEX settlement price, affords PECO the least-cost gas price at its city 12 

gate. 13 

Spot purchases are made at either a daily index or a fixed price.  PECO 14 

also uses Requests for Proposals (“RFPs”) to obtain least-cost bids for gas 15 

supplies.  In this process, the bids may or may not contain a premium or 16 

discount depending on the market and time of year.  17 

Additionally, PECO continued and extended its hedging program as 18 

authorized by the 2018 Joint Petition.     19 

22. Q. Why does PECO employ a variety of pricing approaches rather than 20 
just one? 21 

A. PECO uses different pricing approaches in order to reduce the price22 

volatility risk associated with using only one approach.  The flexibility of23 

using different pricing methods has enabled PECO to diversify its gas-24 
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purchasing portfolio.  By employing these options, PECO reasonably 1 

limits its exposure to intra-month, monthly and seasonal pricing volatility.   2 

23. Q. What other methods does PECO use to mitigate its exposure to price 3 
volatility? 4 

A. One method PECO uses to mitigate its exposure to price volatility is the5 

use of its interstate transportation contracts to purchase supplies from6 

geographically diverse locations that have substantial liquidity.  This7 

allows PECO the flexibility to analyze the market and optimize its8 

purchases in order to reduce the price of gas delivered to its city gate,9 

considering both commodity and transportation costs.  PECO’s interstate10 

transportation capacity ensures access to supplies from the Gulf of11 

Mexico, mid-continent, and the Appalachian region, which includes12 

Marcellus Shale gas supplies from Pennsylvania and other Marcellus13 

Shale gas-producing areas.14 

PECO also mitigates its exposure to price volatility by using its interstate15 

pipeline storage entitlements. In addition to providing a source of16 

wintertime deliverability, access to pipeline storage allows PECO to17 

purchase natural gas during the summer period.  The gas procured in the18 

summer period can be redelivered during periods of strong demand, when19 

prices could potentially be higher (typically, the winter period).  However,20 

summer prices for natural gas are not always predictably lower than winter21 

prices.22 
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24. Q. Does storage provide PECO with a substantial source of supply? 1 

A. Yes.  As shown in Sections 16 and 22 of the Advance Information, 27.2%2 

of the Company’s required design day supply, which equates to 226,8653 

Mcf will be received via delivery from contracted underground storage.  In4 

addition, LNG, propane and delivered peaking services combined5 

represent about 29.7% of the required design day supply.  Accordingly, as6 

shown in Sections 16 and 22 of the Advance Information, 155,490 Mcf are7 

available from LNG, 24,760 Mcf are available from propane, and 103,0298 

Mcf will be awarded through an RFP process for delivered peaking9 

services contracts and available to meet peak day needs.  Overall, the use10 

of storage and LNG enables PECO to substantially mitigate its exposure to11 

the price volatility that typically occurs during the winter, while ensuring12 

sufficient deliverability to meet firm demand.13 

PECO plans to fill its contracted storage to at least ninety percent of14 

capacity, in the aggregate, by October 31 of each year.  For a typical15 

winter, PECO reduces the inventory of gas in its contracted storage to16 

approximately 20% of capacity by March 31 of each year.  Additionally,17 

PECO is capable of storing 1.2 Bcf of gas at its on-system LNG facility.18 

25. Q. Are there limitations on PECO’s source of supply from its LNG19 
facility and contracted storage?20 

A. Yes, there are certain system operational considerations the Company21 

must take into account when using LNG and storage supply.  The LNG22 

and contracted underground storage tanks are filled during the summer23 

months, and the gas in those tanks must last through the winter months24 
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(November – March).  The Company closely monitors LNG and storage 1 

inventory, especially from November through January, to ensure sufficient 2 

capability to meet customer needs through the winter and early spring.   3 

26. Q. Please explain PECO’s strategy to ensure system reliability. 4 

A. PECO’s reliability strategy is two-fold.  First, PECO must ensure that 5 

sufficient capacity exists to satisfy design day deliverability requirements.  6 

This capacity is diversified into three categories: (1) pipeline FT capacity; 7 

(2) pipeline storage capacity; and (3) peaking capacity.  Peaking capacity 8 

refers to PECO’s LNG facility, propane-air facility, and contracted 9 

peaking services with reliable third-party suppliers.   10 

Second, PECO must ensure that a firm source of supply exists to utilize 11 

the capacity resources described above.  PECO ensures the availability of 12 

firm supplies through its contractual arrangements with its suppliers.  13 

PECO subjects all potential counterparties to a credit analysis.  If the 14 

credit analysis deems the counterparty viable, PECO will negotiate a 15 

NAESB Agreement with the counterparty, which enables PECO to 16 

procure gas at competitive prices for its PGC customers. 17 

27. Q. What was PECO’s experience regarding meeting customer demand 18 
this past winter?  19 

A. As illustrated in Table CPT-1 below, PECO experienced a winter that was 20 

overall, by degree day, 1.6% colder than a normal winter, with November 21 

registering 23.4% colder than normal.4  Variations from normal weather 22 

by season, month, or day present balancing challenges, which can be 23 

                                                 
4  PECO defines a normal winter as 3,854 heating degree days (“HDD”). 
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exacerbated by factors such as: on warmer than normal days, the increase 1 

in firm supply receipts associated with the LVT Gas Choice program and 2 

gas supply hedging program, both of which are discussed later in my 3 

Direct Testimony, and on colder than normal days, by exposure to market 4 

area price volatility and limited LNG, propane and underground storage 5 

inventory.  PECO utilized its balancing assets, such as contracted storage, 6 

as well as its daily load balancing processes to minimize costs this past 7 

winter. 8 

Table CPT-1  9 

Heating Degree Days (HDD) 

  
November December January February March 

Total 
2018 2018 2019 2019 2019 

HDD 
Normal 

512 821 959 819 651 3,762 

HDD 
Actual 

632 758 972 775 685 3822 

Difference 120 -63 13 -44 34 60 
HDD vs 
Normal  

23.4% -7.7% 1.4% -5.4% 5.2% 1.6% 

 10 
28. Q. Was there any impact on PECO’s contracted supply, or on the 11 

operation of the Company’s on-system propane or LNG facilities for 12 
the duration of the winter weather period?  13 

A. No.  PECO did not experience any interruptions or reductions in its 14 

contracted gas deliveries.  The Company’s propane and LNG facilities 15 

continued to operate during the period in a safe and efficient manner and 16 

supplies delivered from those assets were crucial in allowing the Company 17 

to meet the high customer demand experienced during the past winter 18 

weather period. 19 
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29. Q. Did PECO enter into any Off-System Sales where the purchase price 1 
exceeded the sales price?  If so, please explain. 2 

A. No, it did not.3 

30. Q. Did the past winter result in any new records for the Company’s gas4 
system sendouts?5 

A. The Company experienced four of its top ten system sendout days this past6 

winter, with the third highest sendout day having been reported on January7 

21, 2019.  As found on Table CPT-2 the average temperature for the day8 

was 16° F and system sendout was 821,479 Dth.  In addition, due to9 

increases in the number of cold weather days and its customers, PECO has10 

experienced eight of its top ten sendout days in the last two winters alone.11 

Table CPT-2

Rank

System Sendout 

MCF

System Sendout 

DTH Date

Airport 

Temperature Wind Speed

1 804,372 844,591 Saturday, January 6, 2018 11 13

2 794,194 833,904 Friday, January 5, 2018 12 21

3 782,361 821,479 Monday, January 21, 2019 16 16

4 780,138 819,145 Sunday, December 31, 2017 12 10

5 779,550 828,662 Thursday, January 31, 2019 15 8

6 770,605 819,153 Friday, February 1, 2019 15 8

7 767,421 815,769 Thursday, February 19, 2015 11 19

8 766,103 814,367 Wednesday, January 30, 2019 14 16

9 759,550 810,440 Tuesday, January 07, 2014 11 14

10 748,059 798,179 Thursday, January 4, 2018 19 22

11 746,011 795,994 Monday, January 1, 2018 16 13

12 738,801 787,562 Friday, February 20, 2015 14 8

13 731,348 767,915 Tuesday, January 2, 2018 20 9

14 724,211 772,009 Wednesday, January 07, 2015 16 18

15 718,574 754,503 Thursday , December 28, 2017 17 9

16 718,362 751,407 Monday, January 17, 2000 14 16

17 717,966 763,197   Saturday, February 13, 2016 15 17

18 715,020 760,066 Monday, February 16, 2015 15 7

19 713,514 758,465 Tuesday, January 18, 2005 14 10

20 702,895 730,308 Tuesday, January 22, 2013 17 14
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31. Q. Did PECO’s Peak supply contracts perform as required during the 1 
winter of 2018-2019?   2 

A. Yes.  For the winter of 2018-2019, all gas scheduled under PECO’s 3 

delivered supply contracts was delivered to PECO’s city gate.  4 

32. Q. Based on its experience in recent winters, is PECO considering any 5 
changes to its natural gas supply portfolio?    6 

A. Yes, while the Company believes that its current mix of FT, firm storage, 7 

propane, LNG, and delivered peaking contracted services provides 8 

adequate peaking capacity to ensure the system reliability necessary to 9 

meet peak demand in a safe, least-cost manner at present, PECO continues 10 

to analyze supply portfolio and on-system LNG solutions to address 11 

observations from experiences these past few winters, as well as for peak-12 

day demand projections.  Given the Company’s projections, it appears 13 

that: (1) the level of exposure to volatile market area prices during cold 14 

weather periods is increasing; and (2) the deficit between currently 15 

contracted-for pipeline storage and FT deliveries, as well as LNG and 16 

propane capacity, and anticipated future peak-day firm-demand will 17 

continue to grow.  The experience this past winter supports the Company’s 18 

continuing review of how to best manage its gas supply portfolio.  To that 19 

end, and as agreed in the 2018 Joint Petition, at Paragraph 25, PECO has 20 

examined six potential long- and short-term solutions to assist in meeting 21 

customer demand during the heating season, including peak-day demand.  22 

The results of this examination are discussed below in Question 34.  23 
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33. Q. Please provide detail on the current and projected deficit between 1 
currently contracted-for pipeline storage and FT deliveries, as well as 2 
LNG and propane capacity and peak day demand requirements.  3 

A. As provided at page 8 of Section 16 (Section 17 for winter demand  4 

information in Dth) of the Advance Information, PECO is projecting a 5 

deficit of 103,029 Mcf (107,149 Dth) between the design day firm demand 6 

requirements and current resources for the 2019-2020 winter period.  The 7 

projected 10-year design day requirement increases to 854,808 Mcf 8 

(889,000 Dth) for the winter of 2028-2029 – which is 19,990 (20793 Dth) 9 

Mcf higher than the 2019-2020 requirement of 834,815 Mcf (868,207 10 

Dth).  Without expansion of the Company’s on-system storage capabilities 11 

or the entry into additional FT pipeline or storage contracts increasing firm 12 

delivery entitlements to PECO’ city gates, the deficit to be met by 13 

delivered winter services is expected to increase to 123,022 (127,942 dth) 14 

Mcf for the winter of 2028-2029.     15 

34. Q. At Paragraph 25 of the 2018 Joint Settlement, PECO agreed to 16 
provide in this filing a report on its investigation of the viability of six 17 
potential long- and short-term solutions to meet customer demand 18 
during the heating season, including peak day demand.  Please 19 
provide an update.  20 

A. Each of the six potential solutions is discussed below.  21 

(1) Participation by Low Volume Transportation Gas Choice Program 22 
suppliers in the Additional Capacity Resource Requirement (“ACCR”) 23 
Program.   24 

PECO analyzed participation by LVT Gas Choice suppliers in the ACRR 25 

Program.  As the following table indicates, PECO classified the deficit as 26 

an ACCR, per the Delivered Service Option of the LVT Gas Choice 27 

program as set forth in Section 18.0 of the Company’s Gas Choice 28 
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Supplier Coordination Tariff.  As you may recall from my Direct 1 

Testimony last year, this allowed qualified LVT Gas Choice Program 2 

Natural Gas Suppliers (“NGSs”) to forego acceptance of FT capacity 3 

released by PECO to meet their customers’ demand.  As a result, NGSs 4 

deliver supply to PECO’s city gate to meet their customers’ demands, 5 

thereby freeing up additional capacity for PECO’s use in meeting its 6 

customers’ demand.  Each Mcf of ACRR assigned to the Company 7 

reduces peak contracted needs by the same amount.  This past winter, one 8 

NGS participated in the program, which lowered the need for peak supply 9 

by 26 Mcf per day (24 Mcf less than last year).  NGS participation has 10 

been more significant in the past.  However, as Table CPT-3 illustrates, 11 

the level of participation over the last four years in the ACCR program has 12 

been decreasing, and with the insignificant volumetric participation levels 13 

it is not anticipated to be an impactful method of addressing the deficit 14 

going forward.  15 

Table CPT-3 16 

17 
18 

That said, the Company will continue the program for the winter of 2019-19 

2020 and will be able to determine the level of participation in this 20 

program by July 15, 2019.   21 

Particpation in the ACCR Program 

Winter 

Number 
of 
Suppliers 

Volumteric 
Level  

2015-16 1 47
2016-17 1 37
2017-18 1 29
2018-19 1 26
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(2) PECO’s continued evaluation of participation in pipeline open seasons as 1 
a way of securing additional cost-effective Firm Transportation to PECO’s 2 
city gate. 3 

PECO continued to evaluate pipeline open seasons to see if any new, cost-4 

effective, firm gas transportation source to PECO’s city gate became 5 

available.  In general, each open season is analyzed to determine whether 6 

PECO’s participation in the project is needed to meet projections for 7 

increased firm demand, or if the project offers a reliable least-cost 8 

alternative to an existing transportation or storage contract approaching its 9 

expiration date.  In addition, projects are reviewed to determine (1) their 10 

ability to deliver firm gas from a reliable, liquid market to PECO; and (2) 11 

if they are compatible with PECO’s existing contracts and load profile. 12 

Table CPT-4 below provides a list of the open seasons PECO evaluated.    13 

Table CPT-4 14 

 15 
 16 
Of the five evaluated, only one project (“Project X”) met the valuation 17 

criteria and required further analysis.  The initial results of the analysis 18 

indicate that participation in the open season, would provide PECO, with a 19 

least-cost reliable, source of supply enabling the Company to meet its firm 20 

demand by partially reducing the peak-day supply gap, which is currently 21 

being met by delivered supply.  As discussed in my response to Question 22 

33, for the winter 2028-29, the design day gap is anticipated to grow to 23 
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127,942 Dth.  However, if both the TETCO M2M project5 and Project X 1 

come online before the winter of 2023, the majority of the peak-day 2 

supply gap would be eliminated through firm requirements.  These 3 

delivery rights will allow PECO to mitigate possible future contractual and 4 

distribution system operational constraints and will also reduce 5 

commodity price volatility.  PECO is continuing to evaluate participation 6 

in Project X.     7 

(3) Acquisition of Additional Peaking Supply. 8 

The Company agreed, if necessary, to put out an RFP to acquire additional 9 

peaking supply contracts.  As found on Page 2 of Section 22 of the 10 

Advance Information in PGC 35 (Docket No. R-2018-3001568), PECO 11 

planned to purchase delivered supply winter contracts to ensure supply 12 

availability to meet projected peak day demand for the winter of 2018-13 

2019.  To achieve this commitment, PECO issued an RFP to 13 potential 14 

counterparties on October 17, 2018 for 10-day peaking supply contracts 15 

for up to 48,165 Dth/day to be delivered to PECO at its interconnect with 16 

Transco and for up to 38,862 Dth/day to be delivered to PECO’s 17 

interconnect on TETCO.  PECO received responses from six suppliers by 18 

the October 23, 2018 due date.   19 

(4) Investment in PECO’s on-system LNG assets. 20 

PECO continued to investigate further investment in its on-system LNG 21 

assets as a potential way of enhancing reliability while still ensuring least-22 

                                                 
5  PECO’s participation in the M2M project for 27,500 dth of firm transportation per day was 

discussed in a prior PGC proceeding, Docket No. R-2015-2480969.  The project is now 
expected to come online before the winter of 2020-2021.  
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cost supply.  I have discussed this topic in detail in my Direct Testimony 1 

in the last four PGC proceedings.  In 2018, PECO continued its LNG 2 

investment analysis, with the procurement of an Engineering Study of 3 

LNG Vaporizer Expansion at the Company’s LNG West Conshohocken 4 

facility.  The study provided by CHI Engineering assessed options to (1) 5 

increase the sendout of the LNG facility from its current maximum of 6 

160,000 Mcf/day to 220,000 Mcf/day; and (2) increase the outlet pressure 7 

for a portion of the sendout from 99 PSIG to 475 PSIG.  In 2019, PECO 8 

will continue to study the capital and O&M costs required to enable 9 

increased vaporization from the plant into the distribution system, such 10 

that increased volumes of vaporized gas can be transported to specifically 11 

identified points on PECO’s that may be potentially constrained in the 12 

future. 13 

(5) Participation by the Company in the Vineland LNG Storage and Peak 14 
Shaving Facility. 15 

The Company continued to examine potential participation as a customer 16 

of the Vineland LNG Storage and Peak Shaving Facility (“Vineland LNG 17 

Facility).  As discussed in my Direct Testimony in PGC 35, on March 21, 18 

2018, PECO responded to a non-binding indication of interest in the 19 

Vineland LNG Facility, which would provide an additional 40,000 20 

Dth/day, for 10 days each year, over a 15-year period.  PECO identified 21 

the potential benefit of the project as the delivery of winter gas on 22 

Transco’s pipeline to PECO’s distribution system at summer injection 23 

season prices.  In other words, PECO could call on a total of 400,000 Dth 24 
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delivered supply during periods of high winter demand, thereby 1 

minimizing or avoiding exposure to the volatile pricing for spot purchases 2 

during those times.  In addition, the nature of long term commitment 3 

required for participation in the project would lower the Company’s need 4 

to enter into annual delivered supply contracts, the availability of which, is 5 

not necessarily certain. 6 

Similarly, in 2018, PECO was contacted by two potential counterparties 7 

(Southport Midstream and Liberty Energy Trust) seeking customers for 8 

peak-day services utilizing upgrades to PGW’s LNG facilities.  Each of 9 

these projects would provide PECO with the ability to secure additional 10 

peaking assets of up approximately 80,000 Dth/day. 11 

Because PECO believes all three LNG projects could advance the 12 

Company’s goal of reducing its exposure to volatile winter delivered 13 

supply prices by obtaining reliable in-path FT to PECO’s city gate at 14 

prices closer to summer natural gas commodity prices, PECO continued to 15 

negotiate with all three potential counterparties.  However, there are still a 16 

number of concerns that must be addressed to PECO’s satisfaction 17 

regarding all three projects, including:  18 

 Uncertainties around investment and customer commitments, as well19 
as regulatory approvals;20 

 Limited available total inventory, which allows for continued exposure21 
to volatile winter prices should that inventory be exhausted;22 

 Participation does not include the ability to permanently increase to23 
PECOs delivery point entitlements at its interconnections with the24 
interstate pipeline; and25 
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 Though in-path FT is typically deemed reliable, the transport would be1 
secondary (the FT contracts associated with all three LNG deals would2 
be scheduled to a “roll up” meter), which is not necessarily as reliable3 
as a primary in-path FT contract that starts at a firm receipt point and4 
delivers gas to a firm, specific delivery point on PECO’s system.5 

Because of these concerns, and PECO’s analysis to date, the Company 6 

believes it more prudent to pursue Project X in lieu of any of the these 7 

three LNG projects at this time.  While Project X has an uncertain 8 

regulatory path, non-regulatory concerns associated with the LNG options 9 

would be eliminated because Project X would (1) provide the Company 10 

with access to significant quantities of FT from a production area which is 11 

not subject to winter pricing volatility; (2) provide the highest level of 12 

firmness for pipeline deliverability by enabling primary in-path FT, 13 

including entitlements from a firm receipt point to firm delivery points; 14 

and (3) allow PECO the option to increase the delivery point entitlements 15 

for delivery into gate stations that could become constrained in the near 16 

future.      17 

(6) Contracting by the Company for winter propane and LNG call options.18 

With respect to the Company’s investigation into contracting for winter19 

LNG and propane call options, on September 20, 2018, PECO issued20 

RFPs for winter calls of both trucked LNG (see Exhibit CPT-3) and21 

propane (see Exhibit CPT-4).  Due to the high cost of the demand and22 

commodity charges associated with these call options and because of the23 

relative ease in which PECO was able to acquire trucked LNG and24 

propane last winter without paying for the optionality of a call option,25 

PECO opted not to execute a call contract for LNG or propane.  Instead, to26 
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ensure that LNG and/or propane is available when needed, PECO altered 1 

its winter LNG and propane inventory management approach such that 2 

PECO did not include the use of LNG or propane before January 15, 2019.  3 

Both plants are available throughout the winter, however, for intraday load 4 

balancing and system pressure support throughout the winter.  PECO will 5 

continue to use this approach for the winter of 2019-2020.  6 

35. Q. Did participation in PECO’s LVT Gas Choice program continue to 7 
grow for the 12-month period ending March 31, 2019? 8 

A. As indicated in Table CPT-5 below, PECO’s LVT Gas Choice program9 

continues to be robust.  The number of customers in the program10 

continued to increase year-over-year for the 12-month period ending11 

March 31, 2019.  In addition, the number of suppliers also increased12 

during this period to 58.  PECO expects strong participation in this13 

program to continue.14 

Table CPT-5
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VII. FIRM INTERSTATE PIPELINE CONTRACTS 1 

36. Q. Please identify the firm interstate natural gas pipeline service 2 
agreements that have been subject to renewal since PECO’s last PGC 3 
proceeding (PGC 35) and that remain in effect. 4 

A. Table CPT-6 below lists the storage and transportation service agreements 5 

that were subject to renewal/termination notice during the past year and 6 

identifies whether or not PECO opted to renew each agreement – in this 7 

case, all contracts were renewed. 8 

   Table CPT-6 9 

  
 

Pipeline Contract
Earliest 
Termination 
Date

Notice Period
Renewed Yes 
or No

FT-1 Transportation 10/31/2021 24 Months Yes

CDS Transportation 10/31/2021 24 Months Yes

FT-1 Phila Lateral 10/31/2024 60 Months Yes

FT-1 Phila Flex X 10/31/2024 60 Months Yes

FT-1 Transportation 
ELA

10/31/2020 12 Months Yes

FTS-2 
Transportation

3/31/2021 12 Months Yes

FTS-7 
Transportation

4/1/2022 24 Months Yes

FTS-8 
Transportation

4/1/2022 24 Months Yes

SS-1 Storage 4/30/2022 24 Months Yes

FT Transportation 3/31/2023 36 Months Yes

FT Transportation 7/31/2022 36 Months Yes

WSS Storage 3/31/2021 12 Months Yes

S-2 Storage 4/16/2021 12 Months Yes

GSS Storage 3/31/2022 24 Months Yes

FT Transportation 11/1/2023 8 Months Yes

Texas Eastern

Transco

Dominion

Eastern Shore
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37. Q. Why did PECO choose to allow the contracts identified above to 1 
evergreen for an additional term? 2 

A. PECO continues to require the above-mentioned services primarily to3 

satisfy the temperature-sensitive demands of both its retail sales customers4 

and its Gas Choice customers for whom PECO is the supplier of last resort5 

(“SOLR”). First, each of these agreements is designed to provide6 

satisfactory capacity to transport the natural gas supplies needed to serve7 

the demand of PECO’s retail sales customers, especially during the winter8 

period.  As the SOLR, PECO also needs these contracts to serve Gas9 

Choice customers that may return to PECO for supply during the winter10 

period.  PECO has not yet discovered a more economical alternative to11 

continuing these contracts.12 

Second, consistent with the settlement of PECO’s gas restructuring13 

proceeding at Docket No. R-00994787, on October 30, 2018 and March14 

15, 2019, PECO issued RFPs for its firm storage and transportation15 

contracts that were subject to termination and/or renewal.  The RFPs were16 

sent to Pennsylvania NGSs, including Gas Choice Suppliers participating17 

in PECO’s Gas Choice programs, interstate pipeline companies, and18 

others.  In response to the RFPs, interested parties were given the19 

opportunity to provide a contract service as a replacement to service20 

provided by the pipeline supplier.  None of the responses received21 

provided a more cost effective alternative to the contracts listed in Table22 

CPT-6 above.23 
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38. Q. By what means other than the RFP process did PECO try to obtain 1 
comparable services at a lower cost than the existing services? 2 

A. PECO reviewed all open seasons of the pipelines identified in Table CPT-3 

4 above (see Question 34) to assess opportunities for new and replacement 4 

services.  Additionally, PECO regularly contacted pipeline representatives 5 

to discuss its supply portfolio needs and to explore potentially less costly 6 

options to existing services.  Despite these efforts, PECO could not obtain 7 

any comparable replacement services at a lower cost than the existing 8 

services.    Therefore, it is necessary for PECO to retain these agreements 9 

as part of its overall capacity portfolio to satisfy the demand requirements 10 

of its retail sales and Gas Choice customers. 11 

VIII. MARCELLUS SHALE GAS STRATEGY 12 

39. Q. Has the Company purchased any gas produced in Marcellus Shale 13 
Regions?  14 

A. Yes.  PECO is a proponent of Marcellus Shale production.  Since 2010, 15 

PECO has incorporated increasing quantities of locally-produced 16 

Marcellus Shale gas into its portfolio of supply assets.  The only supply 17 

PECO purchases that it presumes are not in the Marcellus region, are those 18 

necessary for injections into its WSS storage contract, located upstream on 19 

Transco’s main line.6  PECO uses its FT contracts to purchase and 20 

                                                 
6  Due to the location of certain purchase receipt points, the Company reasonably assumes they 

are supported by Marcellus Shale gas produced in Pennsylvania.  However, the Company is 
not privy to pipeline information regarding physical flows to the well head.  Nor does the 
Company’s least-cost obligation to its firm customers require it to request such proof from its 
counterparties.    
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transport gas primarily from both the Southwestern and the 1 

Northeastern/Leidy production areas in Pennsylvania.  2 

PECO projects that most of its purchases going forward, other than those 3 

needed to refill its Transco WSS storage contract located in the Gulf Area 4 

storage, will be made at pooling points inside of Pennsylvania.  PECO, 5 

however, remains mindful of its obligation to seek the least-cost gas for its 6 

customers.  As such, it retains the ability to adjust its purchase points to 7 

coincide with changes to industry fundamentals should those changes 8 

affect the cost of gas in different locations. 9 

IX. PECO’S HEDGING POLICY 10 

40. Q. Please describe PECO’s hedging policy. 11 

A. PECO employs hedging as an additional tool to purchase natural gas on a 12 

basis that reasonably ensures system reliability at the least cost.  PECO is 13 

required to lock-in (i.e., hedge) the price of a minimum volume of its long-14 

term gas purchases.  This mechanism is designed to mitigate PECO’s 15 

exposure to natural gas price volatility by locking-in increments of gas by 16 

preset deadlines so that PECO is not hedging all of its gas at the same time 17 

under the same market conditions.   18 

41. Q. Please briefly summarize PECO’s current Ratable Hedging Program. 19 

A. In the 2016 Joint Petition (PGC 33), PECO agreed to implement its 20 

current “Ratable Hedging Program,” which program was extended for an 21 

additional year in the 2017 Joint Petition (PGC 34), and for another year in 22 

the 2018 Joint Petition (PGC 35).  Under the program, PECO hedges 23 
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approximately 20% of its projected purchase volumes.  The hedges under 1 

the current program began in November 2016 and will continue through 2 

July 2021.  All hedges in this program are made between 3 and 24 months 3 

in advance of the delivery date for the purchased gas.  For convenience, I 4 

have attached the current Ratable Hedging Program execution schedule to 5 

my Direct Testimony as Exhibit CPT-5.  6 

In addition, pursuant to Paragraphs 19(c) and (d) of the 2016 Joint 7 

Petition, the following conditions are applicable to all hedges under the 8 

Ratable Hedging Program: 9 

1. PECO will not enter into any individual hedge 10 
unless there are at least three qualified respondents 11 
to the RFP;  12 

2. Each transaction will be evaluated and compared to 13 
current index market indicators, and if the proposed 14 
transaction is 10% higher than the indicators, then 15 
PECO will not conduct the transaction;   16 

3. PECO will not purchase any of its hedged gas from 17 
Transco Zone 4, nor will it use NYMEX Transco 18 
Zone 4 basis contract pricing as a market price 19 
indicator; and   20 

4. PECO will not make any financial hedges, only 21 
hedges of physical gas.  22 

42. Q. Has PECO implemented the Ratable Hedging Program as required?  23 
If so, please summarize the results thus far.  24 

A. Yes, since my report on the Company’s implementation of the Ratable 25 

Hedging Program in PGC 35, PECO issued RFPs for 13 execution periods 26 

through April 2019 (these periods are highlighted in yellow in Exhibit 27 

CPT-5, with all previous executions appearing in blue).  As shown in 28 

Table CPT-7 below, for the period May 2018 through April 2019, PECO 29 
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has purchased 9.05 MMDTH of hedged gas under the program at a 1 

weighted average cost of $3.3647 per Dth.  2 

Table CPT-7 

* Note: There were no hedges executed in May and June.

43. Q. Is PECO proposing any changes to the Ratable Hedging Program? 3 

A. Yes, PECO is proposing to extend the program for another year.4 

44. Q. Please explain the change to the Ratable Hedging Program as a result5 
of the proposed one year extension.6 

A. Extending the program for an additional year will encompass the Year 67 

Summer and Winter periods with volumes at the same bifurcated8 

volumetric level, and with execution periods similar to those used in prior9 

years.  Table CPT-8 below provides the proposed schedule for the10 

additional sixth year of the program.11 
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Table CPT-8 

45. Q. Why is PECO proposing to extend the Ratable Hedging Program?  1 

A. Continuing to hedge approximately 20% of gas purchased, consistent with2 

the program’s parameters, will continue to allow for sufficient operational3 

flexibility to mitigate against demand swings and possible changes to LVT4 

program delivery levels, while providing a mechanism that will reduce5 

PGC pricing volatility through 2022.6 

X. HVT GAS CHOICE PROGRAM INFORMATION7 

46. Q. Please describe the HVT Gas Choice program. 8 

A. Under PECO’s HVT Gas Choice program, large commercial and9 

industrial customers may purchase natural gas from an NGS for transport10 

on the PECO system.  The rules of the HVT Gas Choice program are set11 

forth in PECO’s Natural Gas Service Tariff.12 

Year 6 Summer     Execution Periods

Total Daily Apr '20 Aug '20 Dec '20 Apr '21 Aug '21 Dec '21

Delivery Month Hedged DTH 24 Months Out 20 Months Out 16 Months Out 12 Months Out 8 Months Out 4 Months Out

Apr '21 16,800          2,800   2,800      2,800      2,800     2,800   2,800   

May '21 16,800          2,800   2,800      2,800      2,800     2,800   2,800   

Jun '21 16,800          2,800   2,800      2,800      2,800     2,800   2,800   

Jul '21 16,800          2,800   2,800      2,800      2,800     2,800   2,800   

Aug '21 16,800          2,800   2,800      2,800      2,800     2,800   2,800   

Sep '21 16,800          2,800   2,800      2,800      2,800     2,800   2,800   

Oct '21 16,800          2,800   2,800      2,800      2,800     2,800   2,800   

Year  6 Winter     Execution Periods

Total Daily Nov '20 Mar '21 Jul '21 Nov '21 Mar '22 Jul '22

Delivery Month Hedged DTH 24 Months Out 20 Months Out 16 Months Out 12 Months Out 8 Months Out 4 Months Out

Nov '21 36,000          6,000  6,000         6,000           6,000         6,000       6,000    

Dec '21 36,000          6,000  6,000         6,000           6,000         6,000       6,000    

Jan '22 36,000          6,000  6,000         6,000           6,000         6,000       6,000    

Feb '22 36,000          6,000  6,000         6,000           6,000         6,000       6,000    

Mar '22 36,000          6,000  6,000         6,000           6,000         6,000       6,000    
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47. Q. What information is contained in Section 10 of the Advance 1 
Information? 2 

A. Section 10 of the Advance Information includes a copy of the PECO Gas3 

Transportation Service Agreement form for large commercial and4 

industrial customers electing to participate in the HVT Gas Choice5 

program.6 

48. Q. What information is provided in Sections 11 and 12 of the Advance7 
Information?8 

A. Section 11 of the Advance Information includes a report reflecting specific9 

contract information for each HVT Gas Choice customer.  Specifically,10 

the following information is provided for each customer:  the customer’s11 

rate, size category (greater than or less than 18,000 Mcf per year), daily12 

transportation contract quantity, firm stand-by sales quantity, if any, and13 

commodity rate.  Section 12 of the Advance Information provides the14 

monthly transportation volume for each transportation customer for each15 

month beginning April 1, 2018 and ending March 31, 2019.  Specifically,16 

the following information is provided for each customer:  the customer’s17 

rate; total monthly deliveries in Mcf; and total transportation deliveries.18 

Because this information is voluminous, PECO does not file it with the19 

Advance Information but will provide it upon request.20 

XI. OFF-SYSTEM SALES SHARING MECHANISM21 

49. Q. Is PECO proposing to extend the Off-System Sales sharing 22 
mechanism?   23 

A. Yes.  Pursuant to Paragraph 22 of the 2018 Joint Petition, the Off-System24 

Sales sharing mechanism was extended at the 25% rate through25 
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November 30, 2021.  In this PGC proceeding, PECO is proposing to 1 

further extend this mechanism through November 30, 2022. 2 

50. Q. How would PECO’s natural gas customers benefit from an extension?   3 

A. An extension will allow the Company to enter into longer term Asset4 

Management Agreements.  The Company believes that, under certain5 

conditions, the per-Dth value of transportation and storage capacity6 

released under a longer term arrangement is enhanced and, therefore, can7 

potentially provide a larger reduction in gas costs.8 

XII. SETTLEMENT COMMITMENTS9 

51. Q. Briefly describe and address the commitments from the settlement of 10 
PECO’s last PGC proceeding. 11 

A. The principal commitments are set forth in Paragraphs 19 through 25 of12 

the 2018 Joint Petition.13 

52. Q. What does Paragraph 19 of the 2018 Joint Petition provide?14 

A. Paragraph 19(a) acknowledged that the Company had complied with the15 

requirements of its Ratable Hedging Program for all hedges made through16 

April 2018, and further acknowledged that it would continue to do so.17 

Paragraph 19(b) acknowledged the extension of PECO’s Ratable Hedging18 

Program for an additional year beyond that which was approved in the19 

2017 Joint Petition.20 

53. Q. What did the 2018 Joint Petition require of the Company with respect21 
to Lost and Unaccounted For Gas (“LUFG”) monitoring and22 
reporting?23 

A. Paragraph 20 sets forth the three-year weighted average for the period24 

ending March 31, 2018, and June 30, 2018.  The 2018 Joint Petition,25 
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however, does not impose any further reporting obligations on the 1 

Company as it relates to LUFG.  Nonetheless, consistent with its reporting 2 

in prior PGC proceedings, PECO has voluntarily provided the LUFG 3 

percentages for the period ending March 31, 2019 in Table CPT-9 below, 4 

consistent with the methodology set forth in Paragraph 20(c) of the 2015 5 

Joint Petition.  The weighted average LUFG for the 36-month period 6 

ending June 30, 2019 will be provided when the requisite data becomes 7 

available. 8 

Table CPT-9 9 
10 

11 

54. Q. What does the 2018 Joint Petition require with respect to the 12 
retainage volume adjustment?  13 

A. Paragraph 21 of the 2018 Joint Petition requires the Company to use a14 

retainage volume adjustment rate for transportation service customers of15 

2.2% for the twelve months beginning December 1, 2018 and ending16 

November 30, 2019.  PECO also agreed that the retainage volume17 

adjustment for the twelve-month period ending November 30, 2019 would18 

be calculated based on the weighted three-year average of LUFG plus the19 

portion of Company-use gas attributable to preheater gate station usage for20 

the period ending June 30, 2018.  Accordingly, PECO will provide the21 

new retainage rate (and the supporting calculations) for the PGC 3622 

application period when the data is available, in mid-July 2019.23 

Sendout in Billed Sales 
MCF in MCF LUFG

12 months ending 3/31/17 86,172,223 82,948,993 3.7%
12 months ending 3/31/18 90,208,866 87,792,365 2.7%
12 months ending 3/31/19 95,084,080 94,269,784 0.9%

36 Months ending 3/31/19271,465,169 265,011,142 2.4%
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The Company proposes to continue the previously agreed upon retainage 1 

calculation mechanism for the period ending November 30, 2020.  2 

55. Q. Has the Company fulfilled its reporting obligations with respect to the 3 
LNG and Propane Winter Utilization Reporting pursuant to 4 
Paragraph 25 of the 2018 Joint Petition? 5 

A. Yes.  Paragraph 25 required that PECO provide testimony in its next PGC 6 

proceeding regarding its investigation of the six potential long- and short-7 

term solutions to meet customer demand during the heating season, 8 

including peak day demand, and to identify how each fits into its overall 9 

procurement strategy.  I have provided a detailed update in my Direct 10 

Testimony in response to Question 34 above.     11 

XIII. CONCLUSION 12 

56. Q. Does this conclude your Direct Testimony? 13 

A. Yes, it does.  14 



Annual Cost for Storage
Source: PECO PGC 35 Advance Information, Section 7, Page 5

Fixed Storage Costs (no associated transport) 13,326,390$       
Storage Injection Cost (no fuel) 413,000              
Storage Withdrawal Cost (no fuel) 434,000              

TOTAL 14,173,390$       

Aggregate Imbalances for Transportation Customers

Aggregate 
Daily Excess 
Deliveries

Aggregate 
Daily Deficient 
Deliveries

Dec-17 59,757 111,093
Jan-18 105,334 102,585
Feb-18 59,219 51,406
Mar-18 44,877 59,532
Nov-18 76,027 87,168
Total 345,214        411,784         

Total Aggregate Imbalance in MCF 756,998              

Projected Volume in MCF 47,810,477         

Percentage of Storage Cost applicable to PGC customers
(Agg Imbal/projected vol) 1.58%

Annual Storage Cost Applicable to Transportation Customers
1.58% of 14,173,390$  = 224,412$            

Revenue From Excess Delivery Penalty Charge
for Dec 17 through Nov 18 In mcf 86,002 0.25$ 21,500.50$         

Calculation of the Proposed Adjusted Balancing Charges

Storage Cost applicable to Transportation Customers 202,911$            

Divided by TS MCF Actual Dec 17 through Nov 18 26,807,785         

Balance Charge per MCF 0.0076$              

2019 Update of Balancing Charges 2019

Exhibit CPT-1



Annual Cost for Storage
Source Exhibit 7, Page 5 Of PECO's 34th 1307(f) Filing

Fixed Storage Costs (no associated transport) 12,466,000$       
Storage Injection Cost (no fuel) 428,000              
Storage Withdrawal Cost (no fuel) 485,000              

TOTAL 13,379,000$       

Aggregate Imbalances for Transportation Customers

Aggregate 
Daily Excess 
Deliveries

Aggregate 
Daily Deficient 
Deliveries

Dec-16 90,811 33,982
Jan-17 56,318 68,948
Feb-17 78,394 64,456
Mar-17 46,686 98,481
Nov-17 87,979 91,382
Total 360,188        357,249         

Total Aggregate Imbalance in MCF 717,437              

Projected Volume in MCF 45,842,909         

Percentage of Storage Cost applicable to PGC customers
(Agg Imbal/projected vol) 1.56%

Annual Storage Cost Applicable to Transportation Customers
1.56% of 13,379,000$  = 209,380$            

Revenue From Excess Delivery Penalty Charge
for Dec 16 through Nov 17 In mcf 58,025 0.25$ 14,506.25$         

Calculation of the Proposed Adjusted Balancing Charges

Storage Cost applicable to Transportation Customers 194,874$            

Divided by TS MCF Actual Dec 16 through Nov 17 26,406,677         

Balance Charge per MCF 0.0074$              

2018 Update of Balancing Charges 2018

Exhibit CPT-2



PECO Energy Company 

September 20, 2018 

Request for Proposal (RFP) – LNG Call Option, Winter 2018-2019 

All or part of approximately 1,500,000 gallons (150 truckloads) of commercially acceptable LNG, 

delivered to and usable in PECO’s peak shaving LNG facility.  

Receipt Point – PECO Energy’s LNG facility, located in West Conshohocken, Pennsylvania. 

Delivery Terms and Logistics – Option to call on LNG may commence at any time during the period 

January 1, 2019 to February 15, 2019, for delivery no earlier than January 5, 2019, and no later than 

February 28, 2019.  

PECO will coordinate deliveries with the winning vendor.  PECO has the capability of processing two 

trucks at a time.  PECO can receive product 12 hours a day, 5 days a week.   

Pricing Terms – Pricing offered should include (1) the option price (demand charge) and (2) “all in cost” 

including PERC, delivery, trucking fuel and any other variable costs for the total commodity.  Pricing may 

be fixed.   

Responses to the above request are due by e-mail at 1PM (EST), Friday September 28, 2018.  Responses 

should be addressed to Lindsey Michelini (Lindsey.Michelini@exeloncorp.com) 

Lindsey Michelini 

Senior Analyst, Gas Supply and Transportation 

PECO Energy Company 

2301 Market Street  

Philadelphia, PA 19101 

215-841-6452

Exhibit CPT-3



PECO Energy Company 

September 20, 2018 

Request for Proposal (RFP) – Propane Call Option, Winter 2018-2019 

All or part of 300,000 gallons of commercially acceptable propane, delivered to and usable in PECO’s 

peak shaving mixing plant. 

Receipt Point – PECO Energy’s Propane Peaking facility, located in Chester, Pennsylvania. 

Delivery Terms and Logistics – Option to call on propane may commence at any time during the period 

January 1, 2019 to February 15, 2019, for delivery no earlier than January 5, 2019, and no later than 

February 28, 2019. 

PECO will coordinate deliveries with the winning vendor.  PECO has the capability of processing three 

trucks at a time.  PECO can receive product 12 hours a day, 7 days a week.   

Pricing Terms – Pricing offered should include (1) the option price (demand charge) and (2) “all in cost” 

including PERC, delivery, trucking fuel and any other variable costs for the total commodity.  Pricing may 

be fixed or index based.   

Responses to the above request are due by e-mail at 1PM (EST), Friday September 28, 2018.  Responses 

should be addressed to Lindsey Michelini (Lindsey.Michelini@exeloncorp.com). 

Lindsey Michelini 

Senior Analyst, Gas Supply and Transportation 

PECO Energy Company 

2301 Market Street  

Philadelphia, PA 19101 

215-841-6452

Exhibit CPT-4



Ratable Hedging Schedule 

Year 1 Winter Execution Periods
Total Daily Nov '16 Feb '17 May '17 Aug '17

Delivery Month Hedged DTH 12 Months Out 9 Months Out 6 Months Out 3 Months Out
Nov '17 36,000           9,000              9,000 9,000 9,000 

Dec '17 36,000           9,000              9,000 9,000 9,000 

Jan '18 36,000           9,000              9,000 9,000 9,000 

Feb '18 36,000           9,000              9,000 9,000 9,000 

Mar '18 36,000           9,000              9,000 9,000 9,000 

Year 2 Summer Execution Periods
Total Daily Nov '16 Feb '17 May '17 Aug '17 Nov '17 Feb '18

Delivery Month Hedged DTH 18 Months Out 15 Months Out 12 Months Out 9 Months Out 6 Months Out 3 Months Out
Apr '18 16,800           2,800               2,800 2,800               2,800               2,800             2,800 
May '18 16,800           2,800               2,800 2,800               2,800               2,800             2,800 
Jun '18 16,800           2,800               2,800 2,800               2,800               2,800             2,800 
Jul '18 16,800           2,800               2,800 2,800               2,800               2,800             2,800 
Aug '18 16,800           2,800               2,800 2,800               2,800               2,800             2,800 
Sep '18 16,800           2,800               2,800 2,800               2,800               2,800             2,800 
Oct '18 16,800           2,800               2,800 2,800               2,800               2,800             2,800 

Year 2 Winter Execution Periods
Total Daily Nov '16 Mar '17 Jul '17 Nov '17 Mar '18 Jul '18

Delivery Month Hedged DTH 24 Months Out 20 Months Out 16 Months Out 12 Months Out 8 Months Out 4 Months Out
Nov '18 36,000           6,000              6,000 6,000 6,000 6,000            6,000 

Dec '18 36,000           6,000              6,000 6,000 6,000 6,000            6,000 

Jan '19 36,000           6,000              6,000 6,000 6,000 6,000            6,000 

Feb '19 36,000           6,000              6,000 6,000 6,000 6,000            6,000 

Mar '19 36,000           6,000              6,000 6,000 6,000 6,000            6,000 

Year 3 Summer Execution Periods
Total Daily Apr '17 Aug '17* Dec '17 Apr '18 Aug '18 Dec '18

Delivery Month Hedged DTH 24 Months Out 20 Months Out 16 Months Out 12 Months Out 8 Months Out 4 Months Out
Apr '19 16,800           2,800               2,800 2,800               2,800               2,800             2,800 
May '19 16,800           2,800               2,800 2,800               2,800               2,800             2,800 
Jun '19 16,800           2,800               2,800 2,800               2,800               2,800             2,800 
Jul '19 16,800           2,800               2,800 2,800               2,800               2,800             2,800 
Aug '19 16,800           2,800               2,800 2,800               2,800               2,800             2,800 
Sep '19 16,800           2,800               2,800 2,800               2,800               2,800             2,800 
Oct '19 16,800           2,800               2,800 2,800               2,800               2,800             2,800 

Year 3 Winter Execution Periods
Total Daily Nov '17 Mar '18 Jul '18 Nov '18 Mar '19 Jul '19

Delivery Month Hedged DTH 24 Months Out 20 Months Out 16 Months Out 12 Months Out 8 Months Out 4 Months Out
Nov '19 36,000           6,000              6,000 6,000 6,000 6,000            6,000 

Dec '19 36,000           6,000              6,000 6,000 6,000 6,000            6,000 

Jan '20 36,000           6,000              6,000 6,000 6,000 6,000            6,000 

Feb '20 36,000           6,000              6,000 6,000 6,000 6,000            6,000 

Mar '20 36,000           6,000              6,000 6,000 6,000 6,000            6,000 

Exhibit CPT-5 
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Year 4 Summer Execution Periods
Total Daily Apr '18 Aug '18 Dec '18 Apr '19 Aug '19 Dec '19

Delivery Month Hedged DTH 24 Months Out 20 Months Out 16 Months Out 12 Months Out 8 Months Out 4 Months Out
Apr '20 16,800           2,800               2,800 2,800               2,800               2,800             2,800 
May '20 16,800           2,800               2,800 2,800               2,800               2,800             2,800 
Jun '20 16,800           2,800               2,800 2,800               2,800               2,800             2,800 
Jul '20 16,800           2,800               2,800 2,800               2,800               2,800             2,800 
Aug '20 16,800           2,800               2,800 2,800               2,800               2,800             2,800 
Sep '20 16,800           2,800               2,800 2,800               2,800               2,800             2,800 
Oct '20 16,800           2,800               2,800 2,800               2,800               2,800             2,800 

Year 4 Winter Execution Periods
Total Daily Nov '18 Mar '19 Jul '19 Nov '19 Mar '20 Jul '20

Delivery Month Hedged DTH 24 Months Out 20 Months Out 16 Months Out 12 Months Out 8 Months Out 4 Months Out
Nov '20 36,000           6,000              6,000 6,000 6,000 6,000            6,000 

Dec '20 36,000           6,000              6,000 6,000 6,000 6,000            6,000 

Jan '21 36,000           6,000              6,000 6,000 6,000 6,000            6,000 

Feb '21 36,000           6,000              6,000 6,000 6,000 6,000            6,000 

Mar '21 36,000           6,000              6,000 6,000 6,000 6,000            6,000 

Year 5 Summer Execution Periods
Total Daily Apr '19 Aug '19 Dec '19 Apr '20 Aug '20 Dec '20

Delivery Month Hedged DTH 24 Months Out 20 Months Out 16 Months Out 12 Months Out 8 Months Out 4 Months Out
Apr '21 16,800           2,800               2,800 2,800               2,800               2,800             2,800 
May '21 16,800           2,800               2,800 2,800               2,800               2,800             2,800 
Jun '21 16,800           2,800               2,800 2,800               2,800               2,800             2,800 
Jul '21 16,800           2,800               2,800 2,800               2,800               2,800             2,800 
Aug '21 16,800           2,800               2,800 2,800               2,800               2,800             2,800 
Sep '21 16,800           2,800               2,800 2,800               2,800               2,800             2,800 
Oct '21 16,800           2,800               2,800 2,800               2,800               2,800             2,800 

Year 5 Winter Execution Periods
Total Daily Nov '19 Mar '20 Jul '20 Nov '20 Mar '21 Jul '21

Delivery Month Hedged DTH 24 Months Out 20 Months Out 16 Months Out 12 Months Out 8 Months Out 4 Months Out
Nov '21 36,000           6,000              6,000 6,000 6,000 6,000            6,000 

Dec '21 36,000           6,000              6,000 6,000 6,000 6,000            6,000 

Jan '22 36,000           6,000              6,000 6,000 6,000 6,000            6,000 

Feb '22 36,000           6,000              6,000 6,000 6,000 6,000            6,000 

Mar '22 36,000           6,000              6,000 6,000 6,000 6,000            6,000 

* PECO could not hedge the Year 3 Summer Aug '17 package, because it did not receive the requisite three bids.

Exhibit CPT-5 
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DIRECT TESTIMONY OF CARLOS P. THILLET 1 

I. INTRODUCTION 2 

1. Q. Please state your name and business address. 3 

A. My name is Carlos P. Thillet. My business address is PECO Energy 4 

Company, 2301 Market Street, Philadelphia, PA 19103. 5 

2. Q. What is your educational background? 6 

A. I received a Bachelor of Arts degree from Villanova University in 1981.  I 7 

received a Master of Business Administration degree from Saint Joseph’s 8 

University in 1998.  Also, in 1998, I became a Chartered Industrial Gas 9 

Consultant through a certification program administered by the Gas 10 

Technology Institute.   11 

3. Q. Have you previously submitted testimony in rate proceedings? 12 

A. Yes.  I submitted testimony on behalf of PECO Energy Company 13 

(“PECO” or the “Company”) in the following Purchased Gas Cost 14 

(“PGC”) proceedings: 15 

PGC 21 Docket No. R-0049423 
PGC 26 Docket No. R-2009-2108705 
PGC 27 Docket No. R-2010-2174034 
PGC 28  
PGC 29 

Docket No. R-2011-2239263 
Docket No. R-2012-2302784 

PGC 30 Docket No. R-2013-2363227 
PGC 31 Docket No. R-2014-2420283 

                PGC 32 
                PCG 33 
                PGC 34 

Docket No. R-2015-2480969 
Docket No. R-2016-2545925 
Docket No. R-2017-2602611 

                PGC 35 
                PGC 36 
 

Docket No. R-2018-3001568 
Docket No. R-2019-3009624 
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4. Q. Please describe your work experience relevant to your Direct 1 
Testimony. 2 

A. I have been employed by either PECO or its affiliate, Exelon Energy 3 

Marketing, since 1986.  I started as a natural gas mechanic at the 4 

Company’s liquid natural gas (“LNG”) plant.  In 1990, I joined the Gas 5 

Supply Group as a staff assistant.  From 1990 to 2007, I worked in a 6 

variety of positions in what is now the Gas Supply and Transportation 7 

Department.  Over that time, my responsibilities included accounting for 8 

gas purchases, short-term supply planning, storage asset management, 9 

High Volume Transportation (“HVT”) program management, asset 10 

optimization, analyzing and authorizing capacity releases, scheduling gas 11 

flow on interstate pipelines, and monitoring and participating in Federal 12 

Energy Regulatory Commission (“FERC”) proceedings.  13 

5. Q. Please identify your current job responsibilities. 14 

A. In October 2008, I became the Manager of PECO’s Gas Supply and 15 

Transportation Department.  In this position, I am responsible for day-to-16 

day management and oversight of the natural gas procurement, short- and 17 

long-term planning, asset optimization and contract administration 18 

functions for PECO.  In addition, I am responsible for managing the 19 

financial and service reliability risk of PECO’s interstate natural gas 20 

transportation and storage contracts through monitoring and actively 21 

participating in FERC proceedings.  These proceedings have the potential 22 

to impact PECO’s service or cost of service to its gas customers.  The Gas 23 

Supply and Transportation Department is also actively involved in 24 
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addressing regulatory issues that impact the gas industry through its 1 

memberships in the American Gas Association (“AGA”), the North 2 

American Energy Standards Board (“NAESB”), and the Energy 3 

Association of Pennsylvania (“EAP”).  Additionally, I manage certain 4 

aspects of both PECO’s HVT and Low Volume Transportation (“LVT”) 5 

Gas Choice programs. Finally, as a result of internal organizational 6 

changes, I am now responsible for oversight of the Gas Cost Accounting 7 

function as well.  The Gas Supply and Transportation Group reports to the 8 

Vice President of Regulatory Policy and Strategy. 9 

II. PURPOSE OF TESTIMONY10 

6. Q. What is the purpose of your Direct Testimony in this proceeding? 11 

A. The purpose of my Direct Testimony is to present the information required12 

in Section 1317(a) of the Pennsylvania Public Utility Code (the “Code”)13 

(See 66 Pa. C.S.A. § 1317(a)) so that the Pennsylvania Public Utility14 

Commission (the “Commission”) may make the findings required by15 

Section 1318 of the Code (See 66 Pa. C.S.A. § 1318) for a determination16 

that PECO’s PGC rates and charges for the historic period (April 1, 201917 

through March 31, 2020), the estimated period (April 1, 2020 through18 

November 30, 2020) and the PGC application period (December 1, 202019 

through November 30, 2021) are just and reasonable.  To that end, I am20 

sponsoring the information previously filed by the Company on April 30,21 

2020 in support of PGC 37 (the “Advance Information”).  Additionally, I22 

will describe the Company’s gas purchase policies and practices, including23 
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PECO’s use of natural gas pipeline transportation and storage contracts; 1 

explain its HVT Gas Choice program; and set forth its plans for evaluating 2 

and continuing to incorporate Marcellus Shale production into its supply 3 

portfolio.  Furthermore, pursuant to the settlement of the Company’s 2008 4 

Natural Gas Base Rate Case proceeding at Docket No. R-2008-2028394 5 

(“2008 Rate Case Settlement”), I will discuss updating the Company’s 6 

balancing charge.  Finally, I will furnish certain of the information that 7 

PECO committed to provide under the terms of the Joint Petition for 8 

Complete Settlement in last year’s PGC proceeding at Docket No. R-9 

2019-3009624 (“2019 Joint Petition”). 10 

7. Q. Are you sponsoring any exhibits? 11 

A. Yes.  As previously mentioned, I am sponsoring the Advance Information,12 

which has been assembled in a ring binder separated into Sections 113 

through 22, and which correspond, generally, to the PGC filing14 

requirements set forth in 66 Pa. C.S.A § 1317.  I am also sponsoring15 

Exhibits CPT-1 through CPT-2, which are discussed later in my Direct16 

Testimony.17 

III. PECO’S GAS SYSTEM18 

8. Q. Please provide a general description of PECO’s gas system.  19 

A. PECO’s gas system is located in Southeastern Pennsylvania, and serves20 

the four-county area surrounding the City of Philadelphia and a portion of21 

Lancaster County.  Because this is not a gas-producing region, PECO and22 

its natural gas customers depend on the interstate natural gas pipeline23 

PECO 000013



 

5 

system to deliver natural gas into PECO’s distribution system.  This 1 

dependency applies to all gas supplies, storage, and interstate 2 

transportation services, except for PECO’s two on-system peak-shaving 3 

facilities.  For a schematic of PECO’s gas system, please refer to Section 4 

13 of the Advance Information. 5 

9. Q. Please identify PECO’s interstate transmission suppliers. 6 

A. Texas Eastern Transmission, LP (“Texas Eastern”), Transcontinental Gas 7 

Pipeline Corporation (“Transco”) and Eastern Shore Natural Gas 8 

Company (“Eastern Shore”) are the three interstate natural gas pipelines 9 

that deliver gas directly to PECO’s city gates.  In addition, Dominion 10 

Transmission, Inc. (“Dominion”), Texas Eastern and Transco also provide 11 

natural gas storage services, which PECO uses to meet winter daily and 12 

peaking requirements.  In the case of Dominion storage service, 13 

intermediate transportation service from Texas Eastern is required to 14 

deliver the gas to PECO’s city gate.    15 

IV. HISTORIC AND PROJECTED GAS PURCHASES 16 

10. Q. Please describe the information provided in Section 1 of the Advance 17 
Information.   18 

A. The information provided in Section 1 of the Advance Information 19 

accounts for all of the Company’s purchased gas costs during the period 20 

from January 1, 2019 through March 31, 2020 and includes the source of 21 

the gas, the price and the associated volumes.  This information also 22 

includes applicable rates, demand components and incremental purchased 23 

gas costs associated with contracted interstate pipeline transportation and 24 
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storage services.  All costs detailed in Section 1 result from applying the 1 

Company’s policy to purchase natural gas on a basis that ensures system 2 

reliability at the least cost.  3 

11. Q. During the past 12 months, did PECO purchase gas from any 4 
affiliated interest? 5 

A. Yes, it did.  In its Secretarial Letter dated April 14, 2016 (the “Secretarial 6 

Letter”),1 the Commission granted pre-approval for PECO to enter into 7 

agreements with Exelon Affiliates to purchase supply.  After a successful 8 

competitive bid process, Exelon Affiliates may supply PECO with: (1) 9 

long- and short-term wholesale natural gas commodity transactions; (2) 10 

long- and short-term wholesale propane commodity transactions; and (3) 11 

natural gas asset management transactions.  If PECO enters into such an 12 

agreement with an Exelon Affiliate, the Company is required, pursuant to 13 

the terms of the Secretarial Letter, to file a report with the Commission.  14 

The report shall include pricing information and the executed terms and 15 

conditions and be filed within ten (10) days after that transaction.   16 

On August 5, 2019, as a result of a concluded competitive bid process for 17 

ten-day winter call options, Constellation, an Exelon Affiliate, and PECO 18 

entered into an agreement for the purchase and sale of natural gas.  PECO 19 

subsequently filed for Commission review and approval of a Confirmation 20 

Agreement, which contained a report of the transactions, including pricing 21 

 
1  See the Commission’s Secretarial Letter regarding the Application of PECO Energy 

Company Pursuant to Chapter 21 of the Public Utility Code, for Approval of Defined Classes 
of Affiliated Interest Documents Related to Its Natural Gas Utility Operations, Docket No. 
G-2015-2508329 (Issued April 14, 2016). 
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and the executed terms and conditions (the “Constellation Agreement”).2  1 

The Constellation Agreement was approved by the Commission.3  2 

12. Q. Has PECO withheld or caused to be withheld from the market any 3 
gas supplies which should have been utilized as part of a least cost fuel 4 
procurement policy? 5 

A. No.  Because PECO is neither a natural gas producer nor a wholesale 6 

market participant of significant size or scope, it could not benefit from 7 

withholding any gas supplies from the market.  For these same reasons, 8 

PECO has no market power in the pipeline capacity market.  PECO 9 

engages only in purchases related to providing natural gas service to its 10 

retail customers and a small amount of off-system sales from which its 11 

retail customers derive substantial benefit.    12 

13. Q. Has PECO included in its PGC rates any purchased gas costs that 13 
should be charged to transportation customers? 14 

A. No.  When a transportation customer uses PECO’s purchased gas under 15 

Rate IS (Interruptible Service), these fuel costs are excluded from costs to 16 

be recovered from PECO’s PGC customers.  In addition, PECO provides 17 

Standby Sales Service for firm and interruptible transportation customers 18 

whereby those customers may purchase gas from the Company at the 19 

standard retail rate should a customer’s supplier fail to deliver gas.  The 20 

revenues derived from Standby Sales Service are credited toward recovery 21 

 
2  The Constellation Agreement was filed with the Commission on a confidential basis.  

Accordingly, a copy of this filing will be made available, upon request, to any parties and/or 
intervenors on a confidential basis only. 

 
3  Pursuant to 66 Pa. C.S.A. § 2102(b), because the Commission did not enter an order of 

rejection within 30 days after submittal of the filing, dated August 15, 2019, the 
Constellation Agreement was deemed approved.  
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of purchased gas costs through the Section 1307(f) mechanism.  If a firm 1 

transportation (“FT”) customer fails to elect Standby Sales Service and 2 

nevertheless uses PECO’s purchased gas to make up for deficient supplier 3 

deliveries, or if an interruptible customer consumes unauthorized volumes, 4 

the customer is charged tariff rates for the gas used and assessed a penalty 5 

for the delivery deficiency.  These penalty revenues are also credited to 6 

PECO’s PGC customers. 7 

14. Q. Is the Company proposing a change to the balancing charge rate in 8 
this case?  9 

A. Yes.  Under the terms of the 2008 Rate Case Settlement, the Company is 10 

required to update the balancing charge as part of its annual 1307(f) filing.  11 

As shown in Exhibit CPT-1 accompanying my Direct Testimony, the 12 

Company is proposing a balancing charge of $0.0079 per Mcf to become 13 

effective on December 1, 2020, which is $0.0003 more per Mcf than the 14 

currently effective balancing charge.   15 

15. Q. Why did the balancing charge increase by $0.0003 per Mcf?   16 

A. Please refer to Exhibit CPT-2, which provides the calculations used to 17 

establish the current balancing charge and the proposed balancing charge, 18 

along with a line-by-line comparison showing the changes between the 19 

two.  The increase is driven by deviations in a number of different factors, 20 

including increased projected volumes, decreased revenue from excess 21 

delivery penalties, and increased storage costs, among others.  22 
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16. Q. Please describe the information provided in Sections 6 and 7 of the 1 
Advance Information.   2 

A. Sections 6 and 7 of the Advance Information provide the projected cost of 3 

purchasing gas for the estimated period (April 1, 2020 through November 4 

30, 2020) and the PGC application period (December 1, 2020 through 5 

November 30, 2021), respectively.  This information includes the expected 6 

source of the gas, the price, and the associated volumes.  The projected 7 

purchases reflect the Company’s policy to purchase natural gas on a basis 8 

that ensures system reliability at the least cost.  Sections 6 and 7 of the 9 

Advance Information include all projected interstate pipeline costs, 10 

storage demand costs, variable storage and fuel-related costs, and 11 

commodity costs for the relevant time periods.  As shown in Section 6 of 12 

the Advance Information, the total projected cost applicable to the PGC 13 

for the estimated period is approximately $103.4 million.  As shown in 14 

Section 7 of the Advance Information, the total projected cost applicable 15 

to the PGC application period is approximately $269.4 million. 16 

V. DESIGN DAY REQUIREMENTS 17 

17. Q. Have you provided an overview of the methodology the Company 18 
employs to determine design day requirements? 19 

A. Yes.  Details of PECO’s design day methodology and a description of its 20 

2020-2021 winter design day requirements are included in Section 16 of 21 

the Advance Information.  As described in Section 16, PECO’s supply 22 

resources, combined with peaking and delivered supply, will satisfy the 23 
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Company’s design day requirement of 841,053 Mcf for the 2020-2021 1 

winter season. 2 

18. Q. Is PECO proposing a change to its design day as a result of its 3 
experience during the 2019-2020 winter season?   4 

A. No.  PECO’s design day methodology, as well as system performance this 5 

past winter, supports the continued use of a zero degree design day. 6 

VI. PECO’S GAS PURCHASE POLICIES AND PRACTICES 7 

19. Q. Does PECO pursue a least-cost procurement policy? 8 

A. Yes, it does. 9 

20. Q. Please describe PECO’s least-cost procurement policy. 10 

A. PECO’s gas procurement policy is designed to achieve a reasonable 11 

balance of long- and short-term gas purchases under different pricing 12 

approaches, in order to achieve system supply reliability at the least-cost.  13 

As previously discussed, the details of PECO’s actual gas purchases for 14 

the fifteen (15) months ending March 31, 2020 and its estimates through 15 

November 30, 2021 are presented in the Advance Information (Sections 1, 16 

6 and 7).  PECO utilizes its interstate transportation and storage 17 

entitlements to obtain and deliver market-priced supplies to the PECO gas 18 

distribution system. 19 

21. Q. Please explain the practical implementation of the policy. 20 

A. PECO manages its least-cost procurement strategy through purchases 21 

made under long-term (more than one month, such as purchases made in 22 

conjunction with the Ratable Hedging Program) and short-term (one 23 

month or less) contracts, and on the daily spot market.  Purchases made 24 
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under long- and short-term contracts generally use two pricing 1 

mechanisms: (1) daily or first-of-the-month indices; and (2) adjusted New 2 

York Mercantile Exchange (“NYMEX”) futures pricing.  Index-based 3 

pricing refers to the use of either a first-of-the-month index at a particular 4 

location, such as the index published in the Inside FERC Gas Market 5 

Report, or a daily index at a particular location, such as those published in 6 

Gas Daily.  NYMEX futures pricing refers to the use of a selection of 7 

monthly gas futures prices from a NYMEX futures contract pricing 8 

screen, or a monthly NYMEX settlement price, plus or minus a negotiated 9 

locational basis.  PECO receives bids from suppliers for the lowest basis 10 

numbers, which, when added to the applicable NYMEX futures price or 11 

NYMEX settlement price, affords PECO the least-cost gas price at its city 12 

gate. 13 

Spot purchases are made at either a daily index or a fixed price.  PECO 14 

also uses Requests for Proposals (“RFPs”) to obtain least-cost bids for gas 15 

supplies.  In this process, the bids may or may not contain a premium or 16 

discount depending on the market and time of year.  17 

Additionally, PECO continued and extended its hedging program as 18 

authorized by the 2019 Joint Petition.     19 

22. Q. Why does PECO employ a variety of pricing approaches rather than 20 
just one? 21 

A. PECO uses different pricing approaches in order to reduce the price 22 

volatility risk associated with using only one approach.  The flexibility of 23 

using different pricing methods has enabled PECO to diversify its gas-24 
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purchasing portfolio.  By employing these options, PECO reasonably 1 

limits its exposure to intra-month, monthly and seasonal pricing volatility.   2 

23. Q. What other methods does PECO use to mitigate its exposure to price 3 
volatility? 4 

A. One method PECO uses to mitigate its exposure to price volatility is the 5 

use of its interstate transportation contracts to purchase supplies from 6 

geographically diverse locations that have substantial liquidity.  This 7 

allows PECO the flexibility to analyze the market and optimize its 8 

purchases in order to reduce the price of gas delivered to its city gate, 9 

considering both commodity and transportation costs.  PECO’s interstate 10 

transportation capacity ensures access to supplies from the Gulf of 11 

Mexico, mid-continent, and the Appalachian region, which includes 12 

Marcellus Shale gas supplies from Pennsylvania and other Marcellus 13 

Shale gas-producing areas.   14 

PECO also mitigates its exposure to price volatility by using its interstate 15 

pipeline storage entitlements. In addition to providing a source of 16 

wintertime deliverability, access to pipeline storage allows PECO to 17 

purchase natural gas during the summer period.  The gas procured in the 18 

summer period can be redelivered during periods of strong demand, when 19 

prices could potentially be higher (typically, the winter period).  However, 20 

summer prices for natural gas are not always predictably lower than winter 21 

prices. 22 
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24. Q. Does storage provide PECO with a substantial source of supply? 1 

A. Yes.  As shown in Sections 16 and 22 of the Advance Information, 28.7% 2 

of the Company’s required design day supply, which equates to 240,962 3 

Mcf will be received via delivery from contracted underground storage.  In 4 

addition, LNG, propane and delivered peaking services combined 5 

represent about 21.4% of the required design day supply.  Accordingly, as 6 

shown in Sections 16 and 22 of the Advance Information, 155,490 Mcf are 7 

available from LNG, 24,760 Mcf are available from propane, and 95,805 8 

Mcf will be awarded through an RFP process for delivered peaking 9 

services contracts and available to meet peak day needs.  Overall, the use 10 

of storage and LNG enables PECO to substantially mitigate its exposure to 11 

the price volatility that typically occurs during the winter, while ensuring 12 

sufficient deliverability to meet firm demand.   13 

PECO plans to fill its contracted storage to approximately ninety-five 14 

percent (95%) of capacity, in the aggregate, by October 31 of each year.  15 

For a typical winter, PECO reduces the inventory of gas in its contracted 16 

storage to approximately 20% of capacity by March 31 of each year.  17 

Additionally, PECO is capable of storing 1.2 Bcf of gas at its on-system 18 

LNG facility, which is filled to capacity during the summer liquefaction 19 

season.     20 

25. Q. Are there limitations on PECO’s source of supply from its LNG 21 
facility and contracted storage? 22 

A. Yes, there are certain system operational considerations the Company 23 

must take into account when using LNG and storage supply.  The LNG 24 
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and contracted underground storage tanks are filled during the summer 1 

months, and the gas in those tanks must last through the winter months 2 

(November – March).  The Company closely monitors LNG and storage 3 

inventory, especially from November through January, to ensure sufficient 4 

capability to meet customer needs through the winter and early spring.   5 

26. Q. Please explain PECO’s strategy to ensure system reliability. 6 

A. PECO’s reliability strategy is two-fold.  First, PECO must ensure that 7 

sufficient capacity exists to satisfy design day deliverability requirements.  8 

This capacity is diversified into three categories: (1) pipeline FT capacity; 9 

(2) pipeline storage capacity; and (3) peaking capacity.  Peaking capacity 10 

refers to PECO’s LNG facility, propane-air facility, and contracted 11 

peaking services with reliable third-party suppliers.   12 

Second, PECO must ensure that a firm source of supply exists to utilize 13 

the capacity resources described above.  PECO ensures the availability of 14 

firm supplies through its contractual arrangements with its suppliers.  15 

PECO subjects all potential counterparties to a credit analysis.  If the 16 

credit analysis deems the counterparty viable, PECO will negotiate a 17 

NAESB Agreement with the counterparty, which enables PECO to 18 

procure gas at competitive prices for its PGC customers. 19 

27. Q. What was PECO’s experience regarding meeting customer demand 20 
this past winter?  21 

A. As illustrated in Table CPT-1 below, PECO experienced a winter that was 22 

overall, by degree day, 8.5% warmer than a normal winter, with 23 
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November registering 26.4% colder than normal.4  Variations from normal 1 

weather by season, month, or day present balancing challenges.  These 2 

challenges can be exacerbated by certain factors.  For example, on warmer 3 

than normal days, they can be made worse by the increase in firm supply 4 

receipts associated with the LVT Gas Choice program5 and gas supply 5 

hedging program6, and on colder than normal days, by exposure to market 6 

area price volatility and limited LNG, propane and underground storage 7 

inventory.  PECO utilized its balancing assets, such as contracted storage, 8 

as well as its daily load balancing processes to minimize costs this past 9 

winter. 10 

Table CPT-1  11 

12 

28. Q. Was there any impact on PECO’s contracted supply, or on the13 
operation of the Company’s on-system propane or LNG facilities for 14 
the duration of the winter weather period?  15 

A. No.  PECO did not experience any interruptions or reductions in its 16 

contracted gas deliveries.  And although the winter was relatively warm, 17 

the Company’s propane and LNG facilities continued to operate in a safe 18 

and efficient manner.  Supplies from those assets remain crucial in 19 

4  PECO defines a normal winter as 3,854 heating degree days (“HDD”). 
5  The LVT Gas Choice program is discussed later in my Direct Testimony.  
6  The Ratable Hedging Program is discussed in the Direct Testimony of Scott J. Hughes, 

PECO Statement No. 2. 
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allowing the Company to meet the high customer demand experienced 1 

during the normal winter weather periods. 2 

29. Q. Did PECO enter into any Off-System Sales where the purchase price 3 
exceeded the sales price?  If so, please explain. 4 

A. Yes it did.  For the weekend period from Saturday, January 11, 2020 5 

through Monday, January 13, 2020, PECO sold 25,000 Dth/day into the 6 

market.  This sale was necessary as a result of the daily average projected 7 

temperature of 61° F for January 11, 2020, which projection had a less 8 

than 1% chance of occurrence for the month.  The gas was previously 9 

purchased at $1.76/Dth and was sold at $1.48/Dth for a total operational 10 

sales loss of $20,625.  Since the natural gas business trades weekends as a 11 

single buying period, PECO was unable to find any Saturday-only buyers, 12 

and was therefore required to sell the excess gas as a three-day package.   13 

The sale was executed only after the Company had assessed and exercised 14 

all other available options.  Failure to sell the gas could have resulted in 15 

PECO incurring pipeline penalties for delivering gas in excess of its 16 

contractual delivery quantities in relation to its daily demand on Texas 17 

Eastern or Transco.  PECO took steps to minimize the chance of incurring 18 

penalties by leaving excess gas on the pipeline.  These steps included 19 

parking gas on Texas Eastern and increasing scheduled injections into 20 

contracted storage to that point, leaving only 13,434 Dth of injection space 21 

to mitigate further decreases in system demand.  22 

PECO 000025



17 

30. Q. Did the past winter result in any new records for the Company’s gas 1 
system sendouts?  2 

A. No.  The Company did not reach any top 20 sendout days this past winter.3 

But there were notable sendout occurrences.  For example, the three-day4 

peak, as shown in Section 15 of the Advance Information, occurred in5 

December.  Typically, the three-day peak occurs in January or February.6 

The highest system sendout for the winter occurred on December 19,7 

2019, with an average daily temperature of 26° F and sendout of 632,3428 

Mcf or 655,663 Dth.  The coldest day this past winter was February 14,9 

2020, with average day temperature of 24° F and total system sendout of10 

608,183 Mcf or 631,345 Dth.  For perspective, Table CPT-2 below,11 

provides the top 10 highest sendout days in the Company’s history.12 

Table CPT-2

Rank

System Sendout 

MCF

System Sendout 

DTH Date

Airport 

Temperature Wind Speed

1 804,372 844,591 Saturday, January 6, 2018 11 13

2 794,194 833,904 Friday, January 5, 2018 12 21

3 782,361 821,479 Monday, January 21, 2019 16 16

4 780,138 819,145 Sunday, December 31, 2017 12 10

5 779,550 828,662 Thursday, January 31, 2019 15 8

6 770,605 819,153 Friday, February 1, 2019 15 8

7 767,421 815,769 Thursday, February 19, 2015 11 19

8 766,103 814,367 Wednesday, January 30, 2019 14 16

9 759,550 810,440 Tuesday, January 07, 2014 11 14

10 748,059 798,179 Thursday, January 4, 2018 19 22
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31. Q. Did PECO incur any pipeline penalties this past year? 1 

A. Yes.  Transco issued an Operational Flow Order (“OFO”) effective for the 2 

April 5, 2020 gas day7 limiting allowable imbalances to 10%.  PECO’s 3 

original projected system demand for the day was 223,827 Mcf at an 4 

average daily projected temperature of 54° F.  Actual temperatures 5 

increased by 4° F, to 58° F, and actual system demand was 153,960 Mcf, 6 

which was 69,867 Mcf, or 31.2%, less than projected.  The deliveries 7 

received by PECO for participants in the HVT program exceeded usage 8 

for the program by 10.5% or 6,204 Mcf.  As a result, because PECO’s 9 

ability to shift load between Texas Eastern and Transco is limited and 10 

despite swinging PECO’s storage contracts from planned withdrawals to 11 

maximum injections for the day, the Company was assessed a penalty of 12 

$50/Dth on 1,785 Dth, for a total penalty of $89,250.  PECO undertakes 13 

its best efforts to avoid incurring such penalties, as is evidenced by its 14 

good track record in this regard, but sometimes due to operational and 15 

other customer-driven factors it is unavoidable, as here.  16 

32. Q. Did PECO’s peak supply contracts perform as required during the 17 
winter of 2019-2020?   18 

A. Yes.  For the winter of 2019-2020, all gas scheduled under PECO’s 19 

delivered supply contracts was delivered to PECO’s city gate.  20 

 
7  A “gas day” is the 24-hour period from 10 a.m. and 10 a.m.  For example, the April 5 gas day 

would go from 10 a.m. on April 5 until 10 a.m. on April 6. 
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33. Q. Based on its experience in recent winters, is PECO considering any 1 
changes to its natural gas supply portfolio?    2 

A. Yes, while the Company believes that its current mix of FT, firm storage, 3 

propane, LNG, and delivered peaking contracted services provides 4 

adequate peaking capacity to ensure the system reliability necessary to 5 

meet peak demand in a safe, least-cost manner at present, PECO continues 6 

to analyze supply portfolio and on-system LNG solutions to address 7 

observations from experiences these past few winters, as well as for peak-8 

day demand projections.  Given the Company’s projections, it appears 9 

that: (1) the volumetric level of exposure to volatile market area prices 10 

during cold weather periods is increasing; and (2) the deficit between 11 

currently contracted-for pipeline storage and FT deliveries, as well as 12 

LNG and propane capacity, and anticipated future peak-day firm-demand 13 

will continue to grow unless the Company adds new contractual or on-14 

system supply options.  Though this past winter was mild, the Company’s 15 

projected growth in design day and overall demand supports the 16 

Company’s continuing review of how to best manage its gas supply 17 

portfolio.  To that end, and as agreed in the 2019 Joint Petition, at 18 

Paragraph 25, PECO has continued its examination of five potential long- 19 

and short-term solutions to assist in meeting customer demand during the 20 

heating season, including peak-day demand.  The results of this 21 

examination are discussed below in the answers to Questions 34 and 35.  22 
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34. Q. Please provide detail on the current and projected deficit between 1 
currently contracted-for pipeline storage and FT deliveries, as well as 2 
LNG and propane capacity and peak day demand requirements.  3 

A. As provided at page 8 of Section 16 (Section 17, for winter demand, and 4 

Section 22, for deficit information, in Dth) of the Advance Information, 5 

PECO is projecting a deficit of 95,805 Mcf (99,638 Dth) between the 6 

design day firm demand requirements and current resources for the 2020-7 

2021 winter period.  The projected 10-year design day requirement 8 

increases to 868,269 Mcf (903,000 Dth) for the winter of 2029-2030 9 

which is 26,923 Mcf (28,394 Dth) higher than the 2020-2021 requirement 10 

of 841,346 Mcf (874,696 Dth).  Without expansion of the Company’s on-11 

system storage capabilities or the entry into additional FT pipeline or 12 

storage contracts increasing firm delivery entitlements to PECO’s city 13 

gates, the deficit to be met by delivered winter services is expected to 14 

increase to 123,021 Mcf (127,942 Dth) for the winter of 2029-2030.     15 

35. Q. At Paragraph 25 of the 2019 Joint Petition, PECO agreed to provide 16 
in this filing a report on its investigation of the viability of five 17 
potential long- and short-term solutions to meet customer demand 18 
during the heating season, including peak day demand.  Please 19 
provide an update.  20 

A. Each of the five potential solutions is discussed below.  21 

(1) PECO’s Continued Evaluation of Participation in Pipeline Open Seasons 22 
as a Way of Securing Additional Cost-effective Firm Transportation to 23 
PECO’s City Gate. 24 

PECO continues to evaluate pipeline open seasons and capacity made 25 

available via permanent capacity releases to see if any new, cost-effective, 26 

firm gas transportation source to PECO’s city gate became available.  In 27 

general, each opportunity is analyzed to determine whether PECO’s 28 
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participation in the project is needed to meet projections for increased firm 1 

demand, or if the project offers a reliable least-cost alternative to an 2 

existing transportation or storage contract approaching its expiration date.  3 

In addition, projects are reviewed to determine: (1) their ability to deliver 4 

firm gas from a reliable, liquid market to PECO; and (2) if they are 5 

compatible with PECO’s existing contracts and load profile.  Table CPT-3 6 

below provides a list of the open seasons or permanent capacity release 7 

opportunities PECO evaluated (or continues to evaluate).    8 

Table CPT-3 9 

 
 
Of the four opportunities evaluated, three met the valuation criteria and 10 

were targeted by PECO for addition to its portfolio, while the fourth, 11 

PennEast, is the subject of continued evaluation.    12 

The first project listed in Table CPT-3 is the Regional Energy Access 13 

(“REA”) project which was referred to as Project X in my Direct 14 

Testimony submitted in support of the Company’s last PGC proceeding – 15 

PGC 36.   On February 10, 2020, PECO executed a Precedent Agreement 16 

with Transco for 100,000 Dth/day of REA capacity.  The firm 17 

transportation capacity will enable PECO to move gas from receipt points 18 

in the Leidy Pennsylvania Marcellus Shale production area to delivery 19 

points on PECO’s distribution system.  The initial term is for 15 years 20 
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with a projected in-service date of December 2023.  The capacity will 1 

provide PECO with a least-cost, reliable, source of supply enabling the 2 

Company to meet its firm demand by reducing the delivered supply 3 

needed to eliminate the peak-day supply gap, while providing deliveries to 4 

PECO gate stations and further eliminating exposure to market area price 5 

volatility.   6 

The second project is the PennEast project.  PECO continues to analyze 7 

this project, with the intent of possibly procuring FT capacity from Leidy 8 

on a long- or mid- term basis.      9 

The third opportunity listed on Table CPT- 3 – Texas Eastern and 10 

Dominion – was negotiated and executed by PECO with a third party for 11 

permanent release of capacity to PECO via an Asset Management 12 

Agreement.  The capacity includes FT on Texas Eastern and FT and 13 

underground storage capacity on Dominion.  The contracts became 14 

effective May 1, 2020.  The FT contracts are listed as numbers 15 and 16 15 

in the table titled “Firm Transportation Contracts on Interstate Pipelines” 16 

on page 2 of Section 8 of the Advanced Information, and the specifics of 17 

the storage contracts are listed as number 6 on page 3.  Taken together, the 18 

contracts provide a path from GSS storage to PECO’s city gate for 14,000 19 

Dth, and have the beneficial effects of lowering the projected design day 20 

gap and the reliance on delivered supply to remedy that gap.  Acquisition 21 

of storage has additional benefits, including the ability to purchase 22 

summer priced, Pennsylvania-produced, Leidy natural gas during the 23 
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summer injection season for use by PECO’s customers during the winter.  1 

The contracts also provide significant scheduling flexibility.  That is, they 2 

provide the optionality to schedule injection or withdrawals on a given 3 

day, which allows PECO to more nimbly adapt to demand and price 4 

changes.  For example, had the contracts been available this past winter, 5 

the losses on gas sales and pipeline penalties incurred, as discussed in the 6 

answers to Question Nos. 29 and 31, could have potentially been avoided.   7 

The fourth opportunity listed in Table CPT-3 – Transco – was for the 8 

attainment of capacity via a permanent capacity release for FT from 9 

Transco Zone 2 to Zone 6.  In April PECO bid on, but was ultimately not 10 

awarded the FT.  11 

Finally, as discussed in my testimony in years’ past, PECO has an 12 

executed Precedent Agreement in place with Texas Eastern for capacity on 13 

the Texas Eastern M2M project.8  However, several conditions precedent 14 

in the agreement have not been met by Texas Eastern and PECO is no 15 

longer including the service in its capacity planning at this time.  16 

(2) Acquisition of Additional Peaking Supply.17 

The Company agreed, if necessary, to put out an RFP to acquire additional18 

peaking supply contracts.  As found on page 2 of Section 22 of the19 

Advance Information in PGC 36 (Docket No. R-2019-3009624), PECO20 

planned to purchase delivered supply winter contracts to ensure supply21 

8  PECO’s participation in the M2M project for 27,500 Dth of firm transportation per day was 
discussed at length in a prior PGC proceeding, Docket No. R-2015-2480969.   
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availability to meet projected peak day demand for the winter of 2019-1 

2020.  To achieve this commitment, PECO issued an RFP to 13 potential 2 

counterparties on July 19, 2019 for 10-day peaking supply contracts for up 3 

to 45,730 Dth/day to be delivered to PECO at its interconnect with 4 

Transco and for up to 37,415 Dth/day to be delivered to PECO’s 5 

interconnect on Texas Eastern.  PECO received responses from eleven 6 

suppliers by the July 23, 2019 due date.  7 

In addition to securing the above-described delivered supply through the 8 

RFP process, PECO also issued an RFP on October 24, 2019, with a 9 

response due date of October 29, 2019, for 37,415 Dth/day of additional 10 

contracted Transco-only delivered supply for the winter of 2019-20.  The 11 

catalyst for this was information provided by Texas Eastern in a 12 

September customer meeting, and subsequent meeting with PECO, where 13 

they informed PECO and other customers that due to integrity concerns 14 

brought about by various physical pipeline issues on Texas Eastern and 15 

other Enbridge-owned interstate pipelines, Texas Eastern had resolved to 16 

reduce the operating pressure of certain segments of their pipeline until 17 

those concerns could be analyzed and mitigated – the reduction was to run 18 

through the 2019-20 winter.  As a result of the potential reduction in 19 

pressure, there was a very real possibility that Texas Eastern would be 20 

unable to meet its contracted delivery obligations, even for those 21 

customers holding primary FT, such as PECO.  Accordingly, in order to 22 

protect against this potential for reduced supply during periods of 23 
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forecasted high demand, PECO procured the additional Transco-delivered 1 

supply contracts through the subsequent RFP.  In addition, because 2 

delivered supply is not guaranteed to flow at the same priority as PECO’s 3 

FT contracts, PECO determined that it was prudent and necessary to issue 4 

the RFP for the same quantity as the winter 2019-20 Texas Eastern 5 

delivered supply contract would have provided.  Thus, if it became 6 

apparent that delivered or other supply was not flowing on Texas Eastern 7 

due to the pressure reductions associated with the integrity concerns, 8 

PECO would have the option to flow the gas needed to serve customers on 9 

Transco during high demand days.     10 

The stated potential inability for Texas Eastern to meet its delivery 11 

obligations on the Philadelphia lateral also affected PECO’s decision as to 12 

whether it would need to contract for a call option for trucked LNG.  If 13 

Texas Eastern failed to deliver on its obligations, PECO planned to 14 

supplement deliveries in the area served by the Philadelphia lateral via 15 

vaporization of LNG at its West Conshohocken facility.  This would lead 16 

to the potential use of more LNG inventory than typically utilized (and 17 

planned) for weather-only driven demand.   18 

To summarize, in order to ensure PECO’s ability to provide service to its 19 

customers in the face of a potential failure of Texas Eastern to meet its 20 

obligations to provide FT as contracted, PECO acquired more delivered 21 

supply contracts and a call option for trucked LNG.  Details regarding the 22 

trucked LNG call option are provided in the analysis of strategy (5) below.  23 
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(3) Investment in PECO’s On-system LNG Assets. 1 

PECO continues to investigate further investment in its on-system LNG 2 

assets as a potential way of enhancing reliability while still ensuring least-3 

cost supply.  I have discussed this topic in detail in my Direct Testimony 4 

in the last five PGC proceedings.  In 2019 and 2020, PECO continued its 5 

LNG investment analysis, and continues to take actions that will lead to 6 

increasing LNG Vaporization capability at the Company’s West 7 

Conshohocken facility from 160,000 Mcf/day to 220,000 Mcf a day, 8 

directly reducing reliance on delivered supply.  As discussed in last year’s 9 

testimony, in the first quarter of 2019, PECO received an LNG Plant 10 

Upgrade study from CHI Engineering Services, Inc.  In the first quarter of 11 

2020, PECO completed Phase 1 of 3 of the LNG Plant Design.   12 

Working towards a planned in-service date in the fourth quarter of 2022, 13 

the next steps include: 14 

 Q1 2021:  Prefabrication construction begins;  15 

 Q2 2021:  Begin Phase 1 LNG plant construction; and  16 

 Q2 2022:  Begin Phase 2 LNG plant construction.   17 

(4) Participation by the Company in the Vineland LNG Storage and Peak 18 
Shaving Facility. 19 

PECO is no longer pursuing a long-term arrangement with Vineland, 20 

which would have provided an additional 40,000 Dth/day, for 10 days 21 

each year, over a 15-year period.  This supply is no longer needed as a 22 

result of other options PECO has pursued, such as: (i) execution of the 23 

REA Precedent Agreement, which will provide (beginning in December 24 
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2023) 100,000 Dth/day of FT capacity for an initial term of 15 years; (ii) 1 

the acquisition of 14,000 Dth of Dominion Storage and associated FT on 2 

Dominion and Texas Eastern; and (iii) continued progress on 3 

improvements to PECO’s LNG vaporization facilities.  Another factor that 4 

influenced PECO’s decision was that the Vineland LNG Storage and Peak 5 

Shaving Facility could not guarantee that a long-term contract would 6 

permit increases to specific gate station delivery entitlements needed to 7 

ensure the same high level of pipeline deliverability that comes with the 8 

acquisition of pipeline in-path primary contracts.  The new arrangements 9 

with REA and the FT acquired from Texas Eastern, by contrast, provide 10 

such assurances.   11 

(5) Contracting by the Company for Winter Propane and LNG Call Options. 12 

With respect to the Company’s investigation into contracting for winter 13 

LNG and propane call options, on November 20, 2019, PECO issued 14 

RFPs for winter calls for 800,000 gallons of trucked LNG and 1,124,000 15 

gallons of trucked propane, with a response due date of November 26, 16 

2019.  PECO received two responses for the LNG RFP and none for the 17 

propane RFP.  As discussed above, due to the possibility that PECO would 18 

need to vaporize more LNG than normal (or planned) to mitigate Texas 19 

Eastern’s potential inability to deliver as contacted, PECO procured the 20 

call for trucked LNG.  To conserve its propane and LNG inventory, PECO 21 

continued to follow its winter LNG and propane inventory management 22 

approach such that PECO did not include the use of LNG or propane 23 

before January 15, 2020.  Both plants are available throughout the winter, 24 
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however, for intraday load balancing and system pressure support 1 

throughout the winter and for instances of the intrastate pipelines’ inability 2 

to deliver.  PECO will continue to use this approach for the winter of 3 

2020-2021.  4 

36. Q. How will the actions taken by PECO described in the answer to 5 
Question 35 reduce the current and projected deficit between 6 
currently contracted-for pipeline storage and FT deliveries, as well as 7 
LNG and propane capacity and peak day demand requirements 8 
detailed in the answer to Question 34?   9 

A. First, for reference, Table CPT-4 provides a comparison of projected 10 

design day demand compared to current and planned future assets.    11 

Table CPT-4 12 

 13 

The projected total assets for the winter 2020-2021 include all of PECO’s 14 

current firm assets, which assets increase by 60,000 Dth/day beginning in 15 

the winter 2022-2023 and by an additional 100,000 Dth/day beginning in 16 

the winter 2025-2026, for a total of an additional 160,000 Dth/day as a 17 

result of the in-service dates of the LNG and REA projects, respectively.    18 

WINTER
DESIGN DAY 

DEMAND 

PROJECTED 

TOTAL ASSETS 
GAP % Gap 

2020‐2021 875,000     775,000           (100,000)           -11.4%

2021‐2022 880,000     775,000           (105,000)           -11.9%

2022‐2023 885,000     835,000           (50,000)             -5.6%

2023‐2024 890,000     835,000           (55,000)             -6.2%

2024‐2025 898,000     835,000           (63,000)             -7.0%

2025‐2026 899,000     935,000           36,000              4.0%

2026‐2027 900,000     935,000           35,000              3.9%

2027‐2028 901,000     935,000           34,000              3.8%

2028‐2029 902,000     935,000           33,000              3.7%

2029‐2030 903,000     935,000           32,000              3.5%

DESIGN DAY DEMAND VS ASSETS (Dth/d) 
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The acquisition of the assets will result in the elimination of the current 1 

firm gap between total assets and design day demand of 11.4 %.  By the 2 

winter 2029-2030, PECO will have supplemental capacity of 3.5%.  This 3 

supplemental capacity will better enable the Company to serve its 4 

customers should future instances occur where any of the interstate 5 

pipelines delivering supply to PECO’s service area are subjected to 6 

equipment failures, integrity concerns or other obstacles that prevent them 7 

from meeting their contracted obligations during periods of high gas 8 

demand.     9 

37. Q. Did participation in PECO’s LVT Gas Choice program continue to 10 
grow for the 12-month period ending March 31, 2020? 11 

A. As indicated in Table CPT-5 below, PECO’s LVT Gas Choice program 12 

continues to be robust.  The number of customers in the program 13 

continued to increase year-over-year for the 12-month period ending 14 

March 31, 2020.  In addition, the number of suppliers also increased 15 

during this period to 61.  PECO expects strong participation in this 16 

program to continue.   17 
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Table CPT-5 

12‐Month 
Period 
Ending 

March 31 

Customers 
participating 

in LVT 
program 

YOY 
Change 

Aggregate 
Daily 

Delivery 
Quantity 

Aggregate 
Daily 

Contract 
Quantity 

2011  7,915  21,186  12,152 

2012  32,062  305.1%  33,201  24,917 

2013  52,267  75.5%  44,997  36,444 

2014  72,211  28.3%  51,765  37,557 

2015  80,410  11.4%  46,887  55,748 

2016  81,088  0.8%  46,896  58,573 

2017  81,472  5.0%  46,481  60,324 

2018  84,161  3.3%  60,951  60,920 

2019  95,293  13.2%  66,786  66,760 

2020  105,312  10.5%  74,190  74,166 

VII. FIRM INTERSTATE PIPELINE CONTRACTS1 

38. Q. Please identify the firm interstate natural gas pipeline service 2 
agreements that have been subject to renewal since PECO’s last PGC 3 
proceeding (PGC 36) and that remain in effect. 4 

A. Table CPT-6 below lists the storage and transportation service agreements5 

that were subject to renewal/termination notice during the past year and6 

identifies whether PECO opted to renew each agreement.  All contracts7 

were renewed, except for the Eastern Shore FT contract, which was8 

renewed in part.9 
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Table CPT-6 1 

  
 

39. Q. Why did PECO choose to allow the contracts identified above to 2 
evergreen for an additional term, and why did PECO renew the 3 
Eastern Shore contract only in part? 4 

A. First, PECO continues to require the above-mentioned services primarily 5 

to satisfy the temperature-sensitive demands of both its retail sales 6 

customers and its Gas Choice customers for whom PECO is the supplier 7 

of last resort (“SOLR”). Second, each of these agreements is designed to 8 

provide satisfactory capacity to transport the natural gas supplies needed 9 

to serve the demand of PECO’s retail sales customers, especially during 10 

Pipeline Contract
Earliest 
Termination 
Date

Notice Period
Renewed Yes 
or No

FT-1 Transportation 10/31/2022 24 Months Yes

CDS Transportation 10/31/2022 24 Months Yes

FT-1 Phila Lateral 10/31/2025 60 Months Yes
FT-1 Phila Flex X 10/31/2025 60 Months Yes
FT-1 Transportation 
ELA 10/31/2021 12 Months Yes

FTS-2 
Transportation 3/31/2023 12 Months Yes

FTS-7 
Transportation 4/1/2023 24 Months Yes

FTS-8 
Transportation 4/1/2023 24 Months Yes

SS-1 Storage 4/30/2024 24 Months Yes

FT Transportation 3/31/2024 36 Months Yes
FT Transportation 7/31/2023 36 Months Yes
WSS Storage 3/31/2022 12 Months Yes
S-2 Storage 4/16/2022 12 Months Yes

GSS Storage 3/31/2023 24 Months Yes

FT Transportation 11/1/2021 8 Months Yes, in part

Texas Eastern

Transco

Dominion

Eastern Shore
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the winter period.  As the SOLR, PECO also needs these contracts to serve 1 

Gas Choice customers that may return to PECO for supply during the 2 

winter period.  PECO has not yet discovered a more economical 3 

alternative to continuing these contracts.   4 

Third, consistent with the settlement of PECO’s gas restructuring 5 

proceeding at Docket No. R-00994787, on November 8, 2019 and April 6, 6 

2020, PECO issued RFPs for its firm storage and transportation contracts 7 

that were subject to termination and/or renewal.  The RFPs were sent to 8 

Pennsylvania NGSs, including Gas Choice Suppliers participating in 9 

PECO’s Gas Choice programs, interstate pipeline companies, and others.  10 

In response to the RFPs, interested parties were given the opportunity to 11 

provide a contract service as a replacement to service provided by the 12 

pipeline supplier.  None of the responses received provided a more cost-13 

effective alternative to the contracts listed in Table CPT-6 above.   14 

With respect to the Eastern Shore contract, PECO elected to turn back 15 

2,000 Dth/day of capacity.  As detailed in the table on page 2 in Section 8 16 

of the Advance Information, PECO has two FT contracts with Eastern 17 

Shore that transport gas from PECO’s interconnect with Transco at 18 

Parksburg to the PECO gate station in Jennersville, Pennsylvania.  These 19 

contracts do not affect PECO’s ability to meet overall customer demand, 20 

because the determination of total FT capacity required is a function of the 21 

future demand at PECO’s Jennersville gate station only.   22 
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The Company’s Asset Optimization Department performed an analysis of 1 

projected future demand at Jennersville and determined with reasonable 2 

certainty that future demand for capacity will not exceed 10,000 Dth/day.  3 

As a result, PECO notified Eastern Shore of its intention to turn back 4 

2,000 Dth/day (from 4,000 Dth/day) and to extend the contract for a term 5 

of five (5) years at maximum rates9.  This turn back will save PECO and 6 

its customers approximately $273,000 annually.  7 

40. Q. By what means other than the RFP process did PECO try to obtain 8 
comparable services at a lower cost than the existing services? 9 

A. PECO reviewed all open seasons of the pipelines identified in Table CPT-10 

3 above (see Question 35) to assess opportunities for new and replacement 11 

services.  Additionally, PECO regularly contacted pipeline representatives 12 

to discuss its supply portfolio needs and to explore potentially less costly 13 

options to existing services.  Despite these efforts, PECO could not obtain 14 

any comparable replacement services at a lower cost than the existing 15 

services.  Therefore, it is necessary for PECO to retain these agreements as 16 

part of its overall capacity portfolio to satisfy the demand requirements of 17 

its retail sales and Gas Choice customers. 18 

41. Q. Please explain how PGC customers benefitted from PECO’s active 19 
participation in the recent FERC rate case proceedings filed by 20 
Transco and Texas Eastern.   21 

A. PECO’s active participation in the FERC rate case proceedings filed by 22 

Transco and Texas Eastern benefitted PECO’s PGC customers by 23 

achieving settlement rates in both cases that are significantly less than the 24 
 

9  The process to reduce the Eastern Shore capacity and extend the contract was not concluded 
before the Advance Information was filed, thus the results were not included in Section 3.   
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increases sought in the as-filed rates, resulting in smaller rate increases for 1 

PECO and its PGC customers.  I provide a brief explanation of these cases 2 

below.  3 

Transco: On August 31, 2018, Transco filed revised tariff records 4 

consistent with the requirements for a Natural Gas Act (“NGA”) Section 4 5 

general rate case at Docket No. RP18-1126.  Transco and the other parties 6 

engaged in numerous rounds of settlement discovery and settlement 7 

conferences.  PECO actively participated in the negotiations and the 8 

settlement.  The settlement negotiations led to Transco filing a stipulation 9 

and agreement (“Transco Settlement”) on December 31, 2019, which was 10 

approved by the FERC on March 24, 2020.  11 

The Transco Settlement: (1) results in recourse rates that are significantly 12 

below the as-filed recourse rates; (2) includes a Cost of Service that is 13 

18% less than Transco’s rate case filing; (3) establishes a moratorium on 14 

changes to rates prior to August 31, 2021; (4) requires Transco to file a 15 

Section 4 rate case no later than August 30, 2024; and (5) implements 16 

PECO’s position to institute a working group to develop consensus 17 

positions on cost allocation and rate design changes in the next rate case.  18 

The Transco Settlement provides significant benefits to PECO and its 19 

customers, with the Transco Settlement resulting in an approximately $1.6 20 

million, or 4.2%, annual increase in rates to PECO, as compared to the 21 

$12.1 million, or 32.2%, annual increase proposed in Transco’s rate case 22 

filing, an annual savings of about $10.5 million for PECO’s customers 23 
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from the as-filed rates.  The Transco Settlement became effective May 1, 1 

2020 and Transco has until June 30, 2020 to issue refunds to customers. 2 

Texas Eastern: On November 30, 2018, Texas Eastern filed revised tariff 3 

records consistent with the requirements for a NGA Section 4 general rate 4 

case at Docket No. RP19-343.  This was Texas Eastern’s first base rate 5 

case filing since 1990-91.  Texas Eastern and the other parties engaged in 6 

numerous rounds of settlement discovery and settlement conferences.  7 

PECO actively participated in the negotiations and the settlement.  The 8 

settlement negotiations led to Texas Eastern filing a stipulation and 9 

agreement (“Texas Eastern Settlement”) on October 28, 2019, which was 10 

approved by the FERC on February 25, 2020. 11 

The Texas Eastern Settlement: (1) results in recourse rates that are 12 

significantly below the as-filed recourse rates; (2) includes a Cost of 13 

Service that is significantly less than Texas Eastern’s rate case filing; and 14 

(3) requires Texas Eastern to file a Section 4 rate case no later than June 1,15 

2022.  The Texas Eastern Settlement provides significant benefits to 16 

PECO and its customers, with the Texas Eastern Settlement resulting in an 17 

approximately $10.8 million, or 30%, annual increase in rates to PECO, as 18 

compared to an approximately $18 million, or 50%, annual increase 19 

proposed in Texas Eastern’s rate case filing, an annual savings of about 20 

$7.2 million for PECO’s customers from the as-filed rates.  The Texas 21 

Eastern Settlement became effective April 1, 2020, and Texas Eastern has 22 

until June 1, 2020 to issue refunds to customers.  23 
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VIII. MARCELLUS SHALE GAS STRATEGY1 

42. Q. Has the Company purchased any gas produced in Marcellus Shale 2 
regions?  3 

A. Yes.  PECO has purchased gas from Marcellus Shale production areas.4 

Since 2010, PECO has incorporated increasing quantities of locally-5 

produced Marcellus Shale gas into its portfolio of supply assets.  The only6 

supply PECO purchases that it presumes is not from the Marcellus7 

production regions are those necessary for injections into its WSS storage8 

contract, located upstream on Transco’s main line.10  PECO uses its FT9 

contracts to purchase and transport gas primarily from both the10 

Southwestern and the Northeastern/Leidy production areas in11 

Pennsylvania.12 

PECO projects that most of its purchases going forward, other than those 13 

needed to refill its Transco WSS storage contract located in the Gulf Area 14 

storage, will be made at pooling points inside of Pennsylvania.  PECO, 15 

however, remains mindful of its obligation to seek the least-cost gas for its 16 

customers.  As such, it retains the ability to adjust its purchase points to 17 

coincide with changes to industry fundamentals should those changes 18 

affect the cost of gas in different locations. 19 

10  Due to the location of certain purchase receipt points, the Company reasonably assumes they 
are supported by Marcellus Shale gas produced in Pennsylvania.  However, the Company is 
not privy to pipeline information regarding physical flows to the well head.  Nor does the 
Company’s least-cost obligation to its firm customers require it to request such proof from its 
counterparties.    

PECO 000045



37 

IX. HVT GAS CHOICE PROGRAM INFORMATION1 

43. Q. Please describe the HVT Gas Choice program. 2 

A. Under PECO’s HVT Gas Choice program, large commercial and3 

industrial customers may purchase natural gas from an NGS for transport4 

on the PECO system.  The rules of the HVT Gas Choice program are set5 

forth in PECO’s Natural Gas Service Tariff.6 

44. Q. What information is contained in Section 10 of the Advance7 
Information?8 

A. Section 10 of the Advance Information includes a copy of the PECO Gas9 

Transportation Service Agreement form for large commercial and10 

industrial customers electing to participate in the HVT Gas Choice11 

program.12 

45. Q. What information is provided in Sections 11 and 12 of the Advance13 
Information?14 

A. Section 11 of the Advance Information includes a report reflecting specific15 

contract information for each HVT Gas Choice customer.  Specifically,16 

the following information is provided for each customer:  the customer’s17 

rate, size category (greater than or less than 18,000 Mcf per year), daily18 

transportation contract quantity, firm stand-by sales quantity, if any, and19 

commodity rate.  Section 12 of the Advance Information provides the20 

monthly transportation volume for each transportation customer for each21 

month beginning April 1, 2019 and ending March 31, 2020.  Specifically,22 

the following information is provided for each customer:  the customer’s23 

rate; total monthly deliveries in Mcf; and total transportation deliveries.24 
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Because this information is voluminous, PECO does not file it with the 1 

Advance Information but will provide it upon request.   2 

X. CONCLUSION3 

46. Q. Does this conclude your Direct Testimony? 4 

A. Yes, it does.5 
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CPT Exhibit 1

Annual Cost for Storage
PECO PGC 36 Advance Information, Section 7, Page 5

Fixed Storage Costs (no associated transport) 13,560,527$       
Storage Injection Cost (no fuel) 557,000              
Storage Withdrawal Cost (no fuel) 733,000              

TOTAL 14,850,527$       

Aggregate Imbalances for Transportation Customers

Aggregate 
Daily Excess 
Deliveries

Aggregate 
Daily Deficient 
Deliveries

Dec-18 107,294 34,366
Jan-19 82,661 83,664
Feb-19 33,007 89,107
Mar-19 80,401 59,921
Nov-19 81,144 78,234
Total 384,507        345,292         

Total Aggregate Imbalance in MCF 729,799              

Projected Volume in MCF 48,443,330         

Percentage of Storage Cost applicable to PGC customers
(Agg Imbal/projected vol) 1.51%

Annual Storage Cost Applicable to Transportation Customers
1.51% of 14,850,527$  = 223,723$            

Revenue From Excess Delivery Penalty Charge
for Dec 18 through Nov 19 In mcf 73,887      0.25$ 18,471.75$         

Calculation of the Proposed Adjusted Balancing Charges

Storage Cost applicable to Transportation Customers 205,252$            

Divided by TS MCF Actual Dec 18 through Nov 19 26,107,350         

Balance Charge per MCF 0.0079$              

2020 Update of Balancing Charges 
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Annual Cost for Storage
PGC 37* PGC 36** Difference % Change

Fixed Storage Costs (no associated transport) 13,560,527$       13,326,390$  
Storage Injection Cost (no fuel) 557,000 413,000 
Storage Withdrawal Cost (no fuel) 733,000 434,000 

TOTAL 14,850,527$       14,173,390$  677,137$      4.8%

Aggregate Imbalances for Transportation Customers

Aggregate 
Daily Excess 
Deliveries

Aggregate 
Daily Deficient 
Deliveries

Dec-18 107,294 34,366
Jan-19 82,661 83,664
Feb-19 33,007 89,107
Mar-19 80,401 59,921
Nov-19 81,144 78,234
Total 384,507        345,292         

Total Aggregate Imbalance in MCF 729,799 756,998 (27,199)         -3.6%

Projected Volume in MCF 48,443,330 47,810,477 632,853        1.3%

Percentage of Storage Cost applicable to PGC customers
(Agg Imbal/projected vol) 1.51% 1.58% -0.077% -4.9%

Annual Storage Cost Applicable to Transportation Customers
1.51% of 14,850,527$  = 223,723$           224,412$      (688)$            -0.3%

Revenue From Excess Delivery Penalty Charge
for Dec xx through Nov xx In mcf 18,471.75$        21,500.50$   (3,029)$         -14.1%

Calculation of the Proposed Adjusted Balancing Charges

Storage Cost applicable to Transportation Customers 205,252$           202,911$      2,340$          1.2%

Divided by TS MCF Actual Dec 18 through Nov 19 26,107,350 26,807,785 (700,435)       -2.6%

Balance Charge per MCF 0.0079$             0.0076$        0.0003$        3.9%

Comparison of Derivation of Balancing charge rates PGC 37 vs PGC 36

PECO 000049
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BEFORE THE 
PENNSYLVANIA PUBLIC UTILITY COMMISSION 

PENNSYLVANIA PUBLIC UTILITY 
COMMISSION 

v. 

PECO ENERGY COMPANY 

:
:
:
:
:
:

Docket No. R-2018-3001568 

JOINT PETITION FOR COMPLETE SETTLEMENT 

TO ADMINISTRATIVE LAW JUDGE ERANDA VERO: 

I. INTRODUCTION

PECO Energy Company (“PECO” or the “Company”), the Pennsylvania Public Utility 

Commission’s (“Commission”) Bureau of Investigation and Enforcement (“I&E”), the Office of 

Consumer Advocate (“OCA”), and the Office of Small Business Advocate (“OSBA”) 

(hereinafter referred to individually as “Party” or collectively as “Parties”),1 hereby submit this 

Joint Petition for Complete Settlement (“Joint Petition” or “Settlement”) and respectfully request 

that: 

1. Administrative Law Judge Eranda Vero (the “ALJ” or “ALJ Vero”) recommend

that the Commission approve this Settlement and all of its terms and conditions, and that the 

Commission grant such approval, without modification; 

2. ALJ Vero recommend that the Commission authorize PECO to file a tariff

supplement to reflect rates and terms consistent with this Settlement applicable to the Section 

1307(f) Purchased Gas Cost rate investigation at Docket No. R-2018-3001568 to be effective for 

1 The Philadelphia Area Industrial Energy Users Group (“PAIEUG”) also participated in this 
proceeding and has authorized the Parties to represent its non-opposition to this Joint Petition for 
Complete Settlement. 
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service rendered on and after December 1, 2018, subject to quarterly adjustments as permitted by 

the Commission’s regulations and that the Commission grant such authorization;  

3. Based on the data and testimony submitted in this case, ALJ Vero recommend,

and the Commission make, the Findings of Fact and Conclusions of Law proposed at Sections IV 

and V below; and 

4. The Commission terminate its investigation at Docket No. R-2018-3001568,

including dismissal of the Complaints filed by OCA and OSBA at Docket Nos. C-2018-3002523 

and C-2018-3001972, respectively. 

II. BACKGROUND

5. On April 27, 2018, pursuant to 66 Pa. C.S. § 1307(f), 52 Pa. Code § 53.64, and 52

Pa. Code § 53.65, PECO submitted data, as required by the Commission’s regulations, in 

advance of its annual Purchased Gas Cost rate filing (“Advance Filing”).  The Advance Filing 

consists of Sections 1 through 22, which respond to information requests in the Commission’s 

regulations at 52 Pa. Code § 53.64. 

6. On May 31, 2018, PECO filed its Purchased Gas Cost No. 35 rate to become

effective for service rendered on and after December 1, 2018 (“PGC 35 Filing”).  PECO made 

the PGC 35 Filing pursuant to 66 Pa. C.S. § 1307(f), which authorizes certain natural gas 

distribution companies to make annual purchased gas cost filings with the Commission to reflect 

increases or decreases in their natural gas costs.  Pursuant to 66 Pa. C.S. § 1307(f)(3), the 

Company’s PGC 35 Filing included a reconciliation of expenses previously incurred and 

revenues received.  In support of its PGC 35 Filing, PECO submitted supporting data and 

information, including the Direct Testimony of witnesses Carlos P. Thillet (PECO Statement No. 

1) and Anthony P. DiFelice (PECO Statement No. 2), and accompanying exhibits.
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7. As required by 52 Pa. Code § 53.68, PECO provided public notice of the 

proposed PGC No. 35 rate through bill inserts and newspaper publications in PECO’s service 

territory.   

8. On May 17, 2018, OSBA entered its appearance in this case, and also filed a 

Formal Complaint and Public Statement (Docket No. C-2018-3001972). 

9. Also on May 17, 2018, PAIEUG filed a Petition to Intervene, which was 

unopposed, and which ALJ Vero granted (Prehearing Order, p. 2). 

10. On May 31, 2018, I&E entered its appearance in this case. 

11. On June 6, 2018, OCA entered its appearance in this case, and also filed a Formal 

Complaint and Public Statement (Docket No. C-2018-3002523). 

12. On June 11, 2018, a prehearing conference was held before ALJ Vero whereby 

the parties agreed to a procedural schedule for the submission of further written testimony and 

conducting evidentiary hearings, as set forth in the Prehearing Order, which ALJ Vero issued on 

June 15, 2018. 

13. The Parties engaged in discovery issued by OCA, OSBA and I&E.  PECO 

responded to 35 formal, written data requests, many with multiple subparts, and also responded 

to informal data and information requests.   

14. Aside from PECO in its PGC 35 Filing, no other party filed direct testimony, as 

the Parties reached a settlement agreement prior to the due date for the submission of testimony 

from the Parties and PAIEUG. 

15. No Parties filed rebuttal testimony.  

16. The Parties were able to reach a settlement to resolve all issues in this proceeding.  

As part of the Settlement, the Parties agreed to waive cross-examination of all witnesses and to 
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move for the admission of testimony and exhibits by stipulation, as set forth in Paragraph 26, 

infra.   

III. SETTLEMENT 

The terms of the Settlement are as follows: 

17. Purchased Gas Cost Rates 

(a) Attached as Appendix A to this Joint Petition are the rates and underlying 

cost data resulting from the Settlement that are applicable to the Commodity Charge (“CC”), the 

Gas Cost Adjustment Charge (“GCA”), the Balancing Charge (“BC”), and the Balancing Service 

Charge (“BSC”).  These rates are predicated on the Company’s current gas cost projections and 

are the same as originally filed in this proceeding.  To the extent that actual experience and 

changes in forecasted natural gas prices and demand would alter the CC, GCA and the BSC 

rates, PECO reserves the right to file quarterly adjustments to be effective September 1, 2018, 

December 1, 2018, and thereafter in accordance with 52 Pa. Code § 53.64.2   

(b) Attached as Appendix B to this Joint Petition is the pro forma tariff page 

showing the changes to the firm and interruptible supply reservation charges for Rate CGS 

(“City Gate Sales Services”).  PECO reserves the right to update Rate CGS and the Rate 

Transportation Service-Firm (“TS-F”) standby sales service demand charge, as shown in 

Appendix A, Exhibit APD-1, to be effective December 1, 2018, to the extent that actual 

experience and changes in forecasted natural gas prices and demand may alter these rates.  

                                                 
2 Pursuant to the terms of the settlement of the Company’s gas base rate case at Docket No. R-
2008-2028394, the BC may be updated and revised only as part of PECO’s annual PGC filing. 
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18. Balancing Charge Rate 

Under the terms of the 2008 Gas Base Rate Case Settlement, the Company is required to 

update the Balancing Charge as part of its annual 1307(f) filing.  As set forth in Exhibit CPT-1 

accompanying PECO Statement No. 1, the Direct Testimony of Carlos P. Thillet in the PGC 35 

Filing (and also included in Appendix A), the Company is proposing a Balancing Charge of 

$0.0074 per Mcf to become effective on December 1, 2018, which is $0.0001 per Mcf more than 

the currently effective Balancing Charge.  

19. Gas Price Hedging 

(a) In accordance with Paragraphs 19(c) and (d) of the 2016 Joint Petition for 

Complete Settlement (“2016 Joint Petition”) and Paragraph 19(c) of the 2017 Joint Petition for 

Complete Settlement (“2017 Joint Petition”), PECO has complied with the terms of the Ratable 

Hedging Program for all hedges made through April 2018, and will continue to do so.  Pursuant 

to the Ratable Hedging Program’s execution schedule, PECO issued Requests for Proposals 

(“RFPs”) for 14 execution periods through April 2018 (these periods appear in blue highlight in 

Exhibit CPT-4 accompanying PECO Statement No. 1, the Direct Testimony of Carlos P. Thillet, 

in the PGC 35 Filing).  In all but one case, having satisfied the conditions in Paragraphs 19(c) and 

(d) of the 2016 Joint Petition, PECO entered into transactions with the respondents who could 

provide supply at the lowest cost for the specified volumes on a fixed price basis.  For the Year 3 

Summer, August 2017 execution period, PECO did not receive the requisite three respondents to 

its RFP, and therefore did not make the hedges for that period.  PECO has purchased 21.4 Dth of 

hedged gas under the program at a weighted average cost of $2.351 per Dth from inception 

through April 2018 as reflected in the table below (see Table CPT-9 in PECO Statement No. 1, 

the Direct Testimony of Carlos P. Thillet, in the PGC 35 Filing).  Accordingly, PECO’s 
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purchases under the Ratable Hedging Program through April 2018 have been in compliance with 

the Ratable Hedging Program execution schedule. 

 

(b) In the PGC 35 Filing, PECO is requesting that the Ratable Hedging 

Program be extended for an additional year.  Extending the program for an additional year 

(“Year 5”) will add Summer and Winter periods with volumes at the same bifurcated volumetric 

level, and with execution periods similar to those used in years two, three and four of the current 

execution schedule.  The Parties have agreed to extend the program for an additional year.  The 

revised Ratable Hedging Program execution schedule is attached as Appendix C. 

20. Lost And Unaccounted For Gas Monitoring And Reporting 

While no further LUFG reporting obligations are required, consistent with its reporting in 

prior PGC proceedings, PECO has provided a three-year weighted average for the period ending 

March 31, 2018, and June 30, 2018 in the following tables, as part of the PGC 35 Filing.  
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PECO LUFG Calculation 2016-2018 PGC (3-Year Average) 

  
Sendout  
(in Mcf) 

Billed Sales  
(in Mcf) 

LUFG 

12 months ending 3/31/16  79,770,991 79,844,715 -0.1% 
12 months ending 3/31/17  86,172,223 82,948,993 3.7% 
12 months ending 3/31/18  90,208,866 87,792,365 2.7% 
36 months ending 3/31/18  256,152,080 250,586,072 2.2% 

 

PECO LUFG Calculation 2018 PGC  

  Sendout in MCF Billed Sales in MCF LUFG  Pre-Heater Fuel  

12 months ending 6/30/2016 81,559,578 79,147,887 3.0% 87,874 

12 months ending 6/30/2017 84,650,787 83,476,660 1.4% 92,152 

12 months ending 6/30/2018 92,561,301 90,641,031 2.1% 102,553 

36 months ending 6/30/2018 258,771,666 253,265,578 2.1% 282,579 

     Retainage Calculation for 2018 PGC  

  
Sendout in MCF + 
Pre-Heater Fuel  

Billed Sales  
in MCF 

Retainage 
Rate  

Pre-Heater 
Company Use 

36 months ending 6/30/2018 259,054,245 253,265,578 2.2% 282,579 

 
21. Retainage  

In accordance with Paragraph 21 of the 2017 Joint Petition, the retainage volume 

adjustment for transportation service customers for the 12 months beginning December 1, 2017 

and ending November 30, 2018 is 2.7%.  The retainage volume adjustment will be 2.2% for the 

12 months beginning December 1, 2018 and ending November 30, 2019, as shown on the tariff 

pages attached hereto as Appendix D, which was calculated based on the weighted three-year 

average of LUFG plus the portion of Company-use gas attributable to preheater gate station 

usage for the period ending June 30, 2018.  
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22. Off-System Sales/Capacity Release Sharing 

Pursuant to the 2017 Joint Petition, the off-system sharing mechanism was extended at 

the 25% rate through November 30, 2020.  In the instant proceeding, the Parties agree that PECO 

will further extend the off-system sharing mechanism through November 30, 2021. 

23. Reallocation of BSC and SSC Fuel Costs 

The Company has complied with its obligations regarding the reallocation of the BSC 

and SSC Fuel Costs as agreed in the 2017 Joint Petition, as explained in both PECO Statement 

No. 1, the Direct Testimony of Carlos P. Thillet, and PECO Statement No. 2, the Direct 

Testimony of Anthony P. DiFelice, in the PGC 35 Filing.  

(a) In compliance with Paragraph 23(a) of the 2017 Joint Petition, PECO 

eliminated the approximately $1.4 million in interest remaining as of December 1, 2017 

associated with the over and under collections of the reallocated costs for both the BSC and SSC 

from the total interest balances at November 30, 2017.  

(b) In compliance with Paragraph 23(b) of the 2017 Joint Petition, PECO has 

begun refunding the BSC reallocation balance amount to BSC customers over the one-year 

period beginning December 1, 2017 and ending November 30, 2018.  

(c) In accordance with the two-year recovery period requirement in Paragraph 

23(c), recovery of the remaining estimated reallocation balance for the SSC commenced on 

December 1, 2017.  The remaining balance on December 1, 2018 was determined for the PGC 

35 Filing and will continue to be recovered during the PGC 35 application period of December 1, 

2018 through November 30, 2019.  
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(d) In compliance with Paragraph 23(d) of the 2017 Joint Petition, PECO 

provided testimony regarding corrective actions and progress made to ensure that the errors that 

led to the misallocation issue addressed in the PGC 34 proceeding do not reoccur. 

24. Interest Rate for Over- and Under-Collections 

In compliance with Paragraph 24 of the 2017 Joint Petition, PECO applied the prime rate 

in effect 60 days prior to the annual PGC filing date to the over- and under-collection balances 

for the PGC period December 1, 2017 through November 30, 2018.  Going forward, as 

previously agreed, PECO will use the prime rate for commercial borrowing in effect 60 days 

prior to the annual PGC filing (which occurs on or before June 1 of each year) to determine 

interest on the over- and under-collection balances existing through November 30 of the year in 

which the PGC filing is made.   

25. LNG And Propane Winter Utilization Reporting  

As requested by I&E and OCA, and for purposes of settlement, PECO has agreed, in its 

next annual 1307(f) filing, to report on its investigation of the viability of the following six (6) 

potential long- and short-term solutions to meet customer demand during the heating season, 

including peak day demand, as identified in PECO Statement No. 1, the Direct Testimony of 

Carlos P. Thillet (at pages 28-31), in the PGC 35 Filing, or as suggested by I&E, and identify 

how each fits into PECO’s overall procurement strategy:  

(a) Participation by Low Volume Transportation Gas Choice Program 
suppliers in the Additional Capacity Resource Requirement (“ACCR”) 
Program; 

(b) PECO’s continued evaluation of participation in pipeline open seasons as 
a way of securing additional cost-effective Firm Transportation to PECO’s 
city gate;  

(c) Acquisition of additional peaking supply contracts;  

(d) Investment in PECO’s on-system LNG assets;  
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(e) Participation by the Company in the Vineland LNG Storage and Peak 
Shaving Facility; and 

(f) Contracting by the Company for winter propane and LNG call options. 

26. Admission Of Evidence 

The Parties and PAIEUG agree to waive cross-examination of each other’s witnesses.  

Additionally, the Parties agree that the testimony and exhibits identified in sections (a) and (b) 

below may be admitted into evidence by stipulation and motion.  To that end, the Parties and 

PAIEUG have prepared and are filing a separate Motion, with attached Stipulation, requesting 

that ALJ Vero admit such testimony and exhibits into the record: 

(a) PECO’s Advance Filing consisting of Sections 1-22, which was 

filed with the Commission and served on April 27, 2018, as explained in Paragraph No. 5, supra;  

(b) PECO Statement Nos. 1 and 2 and accompanying Exhibits (CPT-1 

through CPT-4, and APD-1 through APD-5), which were filed with the Commission and served 

on May 31, 2018, as explained in Paragraph No. 6, supra.  

IV. PROPOSED FINDINGS OF FACT 

As a consequence of the Settlement terms and conditions set forth in Section III above 

and supported by the PGC 35 Filing, exhibits and testimony submitted for admission in the 

record, the Parties request that the ALJ and the Commission make the following findings of fact 

and such other findings and conclusions as may be required or appropriate: 

27. PECO operates a natural gas distribution system in the southeastern portion of 

Pennsylvania subject to the jurisdiction of the Commission. (PECO St. 1, p. 4-5). 

28. PECO’s gas purchasing policy is designed to achieve a reasonable balance of long 

and short-term gas purchases that assures system supply reliability at the least cost. (PECO St. 1, 

pp. 11-12). 
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29. The details of PECO’s actual gas purchases for the twelve months ending March

31, 2018 are presented in Section 1 of PECO’s Advance Filing.  (PECO Adv. Filing § 1). 

30. PECO receives almost all of its gas supply directly into its distribution system

from Texas Eastern Transmission, LP (“Texas Eastern”), Transcontinental Gas Pipe Line 

Corporation (“Transco”), and Eastern Shore Natural Gas Company. (PECO St. 1, p. 5).  

Evidence of record shows that firm transportation contracts with these pipelines provide PECO 

the ability to purchase gas supplies directly from producers and marketers and to use firm 

transportation capacity on the pipelines for delivery of the gas to PECO. (PECO St. 1, pp. 5, 32; 

PECO Adv. Filing §§ 2, 3 and 8).  PECO also obtains natural gas storage services from 

Dominion Transmission, Inc. (“DTI”). (PECO St. 1, p. 5).  Evidence of record shows that PECO 

has purchased all of its requirements on competitive terms. (PECO St. 1, pp. 32-36). 

31. PECO participated in significant rulemaking, rate and certificate proceedings

before the Federal Energy Regulatory Commission (“FERC”) concerning interstate natural gas 

pipeline company rates and conditions of service that affect its costs and, therefore, its 

customers’ costs.  PECO also participated in major FERC proceedings of the interstate pipelines 

from which it receives transportation and storage service. (PECO Adv. Filing § 5). 

32. In the past year, PECO renewed several storage and transportation service

agreements, after unsuccessfully soliciting competitive alternatives (PECO St. 1, pp. 32-34).  

33. During the past year, PECO issued a non-binding response to the Adelphia

Project Open Season because of an anticipated future need for additional delivered capacity to 

the Brookhaven and Chester/Tilghman Street gate stations.  The Company’s analysis is 

continuing.  In addition, pursuant to the 2015 Joint Petition, PECO was approved for up to 

27,500 Dth per day of firm transportation capacity with Texas Eastern for the M2M project, 
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which PECO now anticipates will be placed in-service in November of 2019. (PECO St. 1, pp. 

35-36). 

34. During the historic reconciliation period, after a competitive bid process, PECO 

purchased gas from Constellation, an affiliated interest, having obtained pre-approval from the 

Commission to enter into agreements with Exelon Corporation affiliates to purchase supply.  The 

Commission approved the Constellation Agreement, which contained a report of the 

transactions, including pricing and the executed terms and conditions. 3  (PECO St. 1, pp. 6-7). 

35. PECO did not withhold supplies or capacity from the market.  (PECO St. 1, p. 7).  

36. Projected gas costs, as reflected in this Settlement, are based on peak-day capacity 

requirements at a 0 degree design day temperature, as fully set forth in the record.  (PECO Adv. 

Filing § 16; PECO St. 1, pp. 10-11).  

V. PROPOSED CONCLUSIONS OF LAW 

37. This proceeding is a consolidation of two reviews that the Commission is required 

to undertake pursuant to Sections 1307(f) and 1318 of the Public Utility Code (66 Pa. C.S. §§ 

1307(f) and 1318) (hereinafter, Section 1307(f) and Section 1318, respectively).  Specifically, 

under Section 1307(f), the Commission must determine whether PECO met the standards of 

Section 1318 with regard to the gas costs PECO incurred during an historic twelve-month period.  

In addition, because PECO filed a tariff proposing a new rate reflecting a change in its natural 

gas costs, the Commission must determine whether the specific findings of Section 1318 can be 

made with regard to the period that rates will be in effect (the “Application Period”).  This 

finding is a condition precedent to the Commission’s approval of PECO’s proposed rates.  See 66 

                                                 
3 Pursuant to 66 Pa. C.S.A. § 2102(b), because the Commission did not enter an order of 
rejection within 30 days after submittal of the October 26, 2017 filing, the Constellation 
Agreement was deemed approved.  
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Pa. C.S. § 1318.  The provisions of Section 1318(a) are applicable to all gas utilities that recover 

their gas costs pursuant to Section 1307(f).  

(a) Historic Reconciliation Period Standards 

With respect to PECO’s gas purchases and gas purchasing practices during the twelve-

month historic reconciliation period ended March 31, 2018, it is requested that the Commission 

find that PECO met the standards set out in Section 1318 and required by Section 1307(f)(5) as 

to all actual purchased gas costs in the historic period.  It is also requested that the Commission 

find, pursuant to Section 1307(f)(5) and based upon the evidence presented in this case, that 

during the twelve months ended March 31, 2018: (1) PECO met the requirements of Section 

1318(a) by pursuing a least-cost fuel procurement policy, consistent with its obligation to 

provide safe, adequate and reliable service to its customers; and (2) PECO met the requirements 

of Section 1318(b) relating to its purchases of gas, transportation services and storage services 

from affiliates. 

(b) Projected and Interim Period Findings 

(i) With respect to the twelve-month period beginning December 1, 

2018, which is when the proposed rates agreed to by the Parties in this Settlement would be in 

effect, it is requested that the Commission make the findings concerning PECO’s gas purchasing 

policies and practices required by Section 1318, including those in subsections (a)(1) through 

(a)(4) and (b)(1) through (b)(3) thereof, based upon information presently available and the 

evidence of record in this proceeding. 

(ii) The Parties agree that it appears that PECO’s projected gas 

purchases and projected gas purchasing policies will comply with the standards of Section 1318 

and that their assessment is supported by the evidence of record in this proceeding relating to 
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such projected purchases and gas purchasing policies.  Nevertheless, it is expressly understood 

and agreed that the findings relating to the rate to become effective December 1, 2018 are made 

solely for the purpose of setting prospective rates that shall be subject to the standards of Section 

1318 and to further review in an appropriate future proceeding.  This Paragraph 37(b) of the 

Joint Petition is not intended to limit or prevent in any way present or future complainants from 

reviewing, after such projected gas purchases actually have been made and gas purchasing 

practices actually have been implemented, whether PECO’s gas purchases and gas purchasing 

practices have, in fact, complied with the standards of Section 1318.  If, in an appropriate future 

proceeding, gas purchases and gas purchasing practices relating to the period December 1, 2018 

through November 30, 2019 are challenged, the Commission’s findings in this Paragraph 37(b) 

of the Joint Petition shall pose no bar to the examination of such purchases and practices 

including, but not limited to, disallowance of, or reductions to, such costs during the one-year 

period commencing December 1, 2018. 

(iii) The Parties agree that future examination of the gas costs relating

to the period April 1, 2018 through November 30, 2018 shall be permitted to determine whether 

PECO’s experienced and projected gas purchases and gas purchasing practices complied with the 

standards set forth in Section 1318 and the terms of prior settlements, and that the Commission’s 

adoption of the findings under this Paragraph 37(b) of the Joint Petition shall not be construed to 

limit or prevent any disallowance or reduction of such costs that are otherwise permitted. 
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VI. CONDITIONS OF SETTLEMENT 

38. The Parties acknowledge and agree that this Settlement shall have the same force 

and effect as if the Parties fully litigated this proceeding. 

39. This Settlement is conditioned upon the Commission’s approval of terms and 

conditions contained herein without modification.  If the Commission modifies the Settlement, 

any Party may elect to withdraw from this Settlement and may proceed with litigation, and, in 

such event, this Settlement shall be void and of no effect.  Such election to withdraw must be 

made in writing, filed with the Secretary of the Commission and served upon all Parties within 

five (5) business days after the entry of an order modifying the Settlement.  This Settlement is 

proposed by the Parties to settle all issues in the instant proceeding and is made without any 

admission against, or prejudice to, any position that any Party to this Settlement may adopt 

during any subsequent litigation of this or any other proceeding.  

40. If the Commission does not approve the Settlement and the proceedings continue 

to hearing, the Parties reserve their respective rights to present additional testimony and to 

conduct full cross-examination, briefing and argument.  

41. The Commission’s approval of this Settlement shall not be construed to represent 

approval of any Party’s position on any issue, except to the extent required to effectuate the 

terms and agreements of this Settlement, in this and future proceedings.  

42. It is understood and agreed among the Parties that this Settlement is the result of 

compromises and does not necessarily represent the position(s) that would be advanced by any 

Party if this proceeding were fully litigated.  

43. This Settlement is being presented only in the context of this Section 1307(f) 

proceeding in an effort to resolve outstanding issues in a manner that is fair and reasonable.  The 

Settlement is the product of compromise.  With the exception of matters identified in Sections III 
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and IV as they relate to this proceeding and for the specific time periods set forth therein should 

the Commission approve this Settlement without modification, this Settlement is presented 

without prejudice to any position which any of the Parties may have advanced and without 

prejudice to the position any of the Parties may advance in the future on the merits of the issues.  

44. PECO, I&E, OCA, and OSBA prepared and attached to this Settlement, as 

Appendices E-H, respectively, statements in support setting forth the bases upon which they 

believe the Settlement is fair, just and reasonable and is, therefore, in the public interest.  
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APPENDIX A 

Rates and Cost Data Applicable To 
The Commodity Charge (“CC”), 

The Gas Cost Adjustment Charge (“GCA”), 
The Balancing Service Charge (“BSC”) and 

The Balancing Charge (“BC”) 



































































APPENDIX B 

Pro Forma Tariff Page 
Rate City Gate Sales Services (“CGS”) 







APPENDIX C 

Ratable Hedging Program 
Execution Schedule 



Exhibit C
Page 1 of 2

Year 1 Winter                            Execution Periods
Total Daily Nov '16 Feb '17 May '17 Aug '17

Delivery Month Hedged DTH 12 Months Out 9 Months Out 6 Months Out 3 Months Out
Nov '17 36,000             9,000                9,000                 9,000                9,000                
Dec '17 36,000             9,000                9,000                 9,000                9,000                
Jan '18 36,000             9,000                9,000                 9,000                9,000                
Feb '18 36,000             9,000                9,000                 9,000                9,000                
Mar '18 36,000             9,000                9,000                 9,000                9,000                

Year 2 Summer                            Execution Periods
Total Daily Nov '16 Feb '17 May '17 Aug '17 Nov '17 Feb '18

Delivery Month Hedged DTH 18 Months Out 15 Months Out 12 Months Out 9 Months Out 6 Months Out 3 Months Out
Apr '18 16,800             2,800                2,800                 2,800                2,800                2,800               2,800                 
May '18 16,800             2,800                2,800                 2,800                2,800                2,800               2,800                 
Jun '18 16,800             2,800                2,800                 2,800                2,800                2,800               2,800                 
Jul '18 16,800             2,800                2,800                 2,800                2,800                2,800               2,800                 
Aug '18 16,800             2,800                2,800                 2,800                2,800                2,800               2,800                 
Sep '18 16,800             2,800                2,800                 2,800                2,800                2,800               2,800                 
Oct '18 16,800             2,800                2,800                 2,800                2,800                2,800               2,800                 

Year 2 Winter                            Execution Periods
Total Daily Nov '16 Mar '17 Jul '17 Nov '17 Mar '18 Jul '18

Delivery Month Hedged DTH 24 Months Out 20 Months Out 16 Months Out 12 Months Out 8 Months Out 4 Months Out
Nov '18 36,000             6,000                6,000                 6,000                6,000                6,000               6,000                 
Dec '18 36,000             6,000                6,000                 6,000                6,000                6,000               6,000                 
Jan '19 36,000             6,000                6,000                 6,000                6,000                6,000               6,000                 
Feb '19 36,000             6,000                6,000                 6,000                6,000                6,000               6,000                 
Mar '19 36,000             6,000                6,000                 6,000                6,000                6,000               6,000                 

Year 3 Summer                            Execution Periods
Total Daily Apr '17 Aug '17* Dec '17 Apr '18 Aug '18 Dec '18

Delivery Month Hedged DTH 24 Months Out 20 Months Out 16 Months Out 12 Months Out 8 Months Out 4 Months Out
Apr '19 16,800             2,800                2,800                 2,800                2,800                2,800               2,800                 
May '19 16,800             2,800                2,800                 2,800                2,800                2,800               2,800                 
Jun '19 16,800             2,800                2,800                 2,800                2,800                2,800               2,800                 
Jul '19 16,800             2,800                2,800                 2,800                2,800                2,800               2,800                 
Aug '19 16,800             2,800                2,800                 2,800                2,800                2,800               2,800                 
Sep '19 16,800             2,800                2,800                 2,800                2,800                2,800               2,800                 
Oct '19 16,800             2,800                2,800                 2,800                2,800                2,800               2,800                 

Year 3 Winter                            Execution Periods
Total Daily Nov '17 Mar '18 Jul '18 Nov '18 Mar '19 Jul '19

Delivery Month Hedged DTH 24 Months Out 20 Months Out 16 Months Out 12 Months Out 8 Months Out 4 Months Out
Nov '19 36,000             6,000                6,000                 6,000                6,000                6,000               6,000                 
Dec '19 36,000             6,000                6,000                 6,000                6,000                6,000               6,000                 
Jan '20 36,000             6,000                6,000                 6,000                6,000                6,000               6,000                 
Feb '20 36,000             6,000                6,000                 6,000                6,000                6,000               6,000                 
Mar '20 36,000             6,000                6,000                 6,000                6,000                6,000               6,000                 

PGC 35 - Ratable Hedging Schedule 
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Year 4 Summer Execution Periods
Total Daily Apr '18 Aug '18 Dec '18 Apr '19 Aug '19 Dec '19

Delivery Month Hedged DTH 24 Months Out 20 Months Out 16 Months Out 12 Months Out 8 Months Out 4 Months Out
Apr '20 16,800             2,800 2,800 2,800                2,800 2,800               2,800 
May '20 16,800             2,800 2,800 2,800                2,800 2,800               2,800 
Jun '20 16,800             2,800 2,800 2,800                2,800 2,800               2,800 
Jul '20 16,800             2,800 2,800 2,800                2,800 2,800               2,800 
Aug '20 16,800             2,800 2,800 2,800                2,800 2,800               2,800 
Sep '20 16,800             2,800 2,800 2,800                2,800 2,800               2,800 
Oct '20 16,800             2,800 2,800 2,800                2,800 2,800               2,800 

Year 4 Winter Execution Periods
Total Daily Nov '18 Mar '19 Jul '19 Nov '19 Mar '20 Jul '20

Delivery Month Hedged DTH 24 Months Out 20 Months Out 16 Months Out 12 Months Out 8 Months Out 4 Months Out
Nov '20 36,000             6,000 6,000 6,000                6,000 6,000               6,000 
Dec '20 36,000             6,000 6,000 6,000                6,000 6,000               6,000 
Jan '21 36,000             6,000 6,000 6,000                6,000 6,000               6,000 
Feb '21 36,000             6,000 6,000 6,000                6,000 6,000               6,000 
Mar '21 36,000             6,000 6,000 6,000                6,000 6,000               6,000 

Year 5 Summer Execution Periods
Total Daily Apr '19 Aug '19 Dec '19 Apr '20 Aug '20 Dec '20

Delivery Month Hedged DTH 24 Months Out 20 Months Out 16 Months Out 12 Months Out 8 Months Out 4 Months Out
Apr '21 16,800             2,800 2,800 2,800                2,800 2,800               2,800 
May '21 16,800             2,800 2,800 2,800                2,800 2,800               2,800 
Jun '21 16,800             2,800 2,800 2,800                2,800 2,800               2,800 
Jul '21 16,800             2,800 2,800 2,800                2,800 2,800               2,800 
Aug '21 16,800             2,800 2,800 2,800                2,800 2,800               2,800 
Sep '21 16,800             2,800 2,800 2,800                2,800 2,800               2,800 
Oct '21 16,800             2,800 2,800 2,800                2,800 2,800               2,800 

Year 5 Winter Execution Periods
Total Daily Nov '19 Mar '20 Jul '20 Nov '20 Mar '21 Jul '21

Delivery Month Hedged DTH 24 Months Out 20 Months Out 16 Months Out 12 Months Out 8 Months Out 4 Months Out
Nov '21 36,000             6,000 6,000 6,000                6,000 6,000               6,000 
Dec '21 36,000             6,000 6,000 6,000                6,000 6,000               6,000 
Jan '22 36,000             6,000 6,000 6,000                6,000 6,000               6,000 
Feb '22 36,000             6,000 6,000 6,000                6,000 6,000               6,000 
Mar '22 36,000             6,000 6,000 6,000                6,000 6,000               6,000 

PGC 35 - Ratable Hedging Schedule 
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PECO ENERGY COMPANY’S 
STATEMENT IN SUPPORT OF THE 

JOINT PETITION FOR COMPLETE SETTLEMENT 
 

PECO Energy Company (“PECO” or the “Company”) submits this Statement in Support 

with respect to the unopposed Joint Petition for Complete Settlement (“Joint Petition” or 

“Settlement”) in the above-captioned proceeding.1  For the reasons stated herein and in the Joint 

Petition, PECO believes that the settlement embodied in the Joint Petition is fair and reasonable 

and in the public interest.  PECO also believes that the settlement terms comply with and 

implement the Commission’s regulations in a just and reasonable manner.  Additionally by 

resolving all issues raised in this proceeding, this Settlement will avoid the time, expense and 

uncertainty of litigation.  Therefore, PECO requests that Administrative Law Judge Eranda Vero 

and the Commission approve the Joint Petition, without modification, and make the findings 

required by Sections 1317 and 1318 of the Public Utility Code (66 Pa. C.S.A. §§ 1317 and 

1318). 

 

                                                 
1 The Joint Petitioners are PECO, the Pennsylvania Public Utility Commission’s (“Commission”) 
Bureau of Investigation and Enforcement (“I&E”), the Office of Consumer Advocate (“OCA”), 
and the Office of Small Business Advocate (“OSBA”) (hereinafter referred to individually as 
“Party” and collectively as “Parties”).  The Philadelphia Area Industrial Energy Users Group 
(“PAIEUG”) also participated in this proceeding and has authorized the Parties to represent its 
non-opposition to the Joint Petition.  
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I. BACKGROUND 

On April 27, 2018, pursuant to 66 Pa. C. S. § 1307(f) and 52 Pa. Code §§ 53.64 and 

53.65, PECO submitted data, as required by the Commission’s regulations, in advance of its 

annual Purchased Gas Cost (“PGC”) rate filing (“Advance Filing”).  The Advance Filing consists 

of Sections 1 through 22, which respond to information requests in the Commission’s regulations 

at 52 Pa. Code § 53.64. 

On May 31, 2018, PECO filed its Purchased Gas Cost No. 35 rate to become effective for 

service rendered on and after December 1, 2018 (“PGC 35 Filing”).  PECO made the PGC 35 

Filing pursuant to 66 Pa. C.S. § 1307(f), which authorizes certain natural gas distribution 

companies to make annual purchased gas cost filings with the Commission to reflect increases or 

decreases in their natural gas costs.  Pursuant to 66 Pa. C.S. § 1307(f)(3), the Company’s PGC 35 

Filing included a reconciliation of expenses previously incurred and revenues received.  In 

support of its PGC 35 Filing, PECO submitted supporting data and information including the 

Direct Testimonies of witnesses Carlos P. Thillet (PECO Statement No. 1) and Anthony P. 

DiFelice (PECO Statement No. 2) and accompanying exhibits.  

A. Direct Testimony of Carlos P. Thillet 

In its PGC 35 Filing, PECO made the following requests and proposals, in relevant part: 

(i) Historic and Projected Gas Purchases 

The PGC 35 Filing proposed to recover the Company’s historic gas purchases as set forth 

in Section 1 of the Advance Information (PECO St. No. 1, p. 5) and the Company’s projected 

gas purchases as set forth in Sections 6 and 7 of the Advance Information.  (PECO St. No. 1, p. 

9).  According to Section 6 of the Advance Information, the total projected cost applicable to the 

PGC for the estimated period is $101.9 million.  (PECO St. No. 1, p. 9).  According to Section 7 
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of the Advance Information, the total projected cost applicable to the PGC for the application 

period is approximately $246.2 million.  (PECO St. No. 1, p. 9). 

(ii) Gas Purchase Policies and Practices 

The PGC 35 Filing also sought acceptance of the Company’s least-cost procurement 

policy, which achieves a reasonable balance of long and short-term gas purchases under different 

pricing approaches (designed to reduce price volatility risk) in order to achieve system supply 

reliability at the least-cost.  (PECO St. No. 1, pp. 11-12).  PECO’s procurement policy also 

incorporates use of its interstate transportation contracts to purchase supplies from 

geographically diverse locations that have substantial liquidity, and its peaking facilities.  (PECO 

St. No. 1, p. 13).   

(iii) Hedging Policy 

Regarding its hedging program, the Company proposed extending the Ratable Hedging 

Program for an additional year, with volumes (at the same bifurcated level) and execution 

periods similar to those used in years two, three and four of the current execution schedule 

approved in the 2017 Joint Petition.  (PECO St. No. 1, p. 40).  

(iv) Off System Sales Sharing Mechanism 

The PGC 35 Filing also proposed to extend the Company’s existing 25% off-system sales 

sharing mechanism through November 30, 2021.  (PECO St. No. 1, p. 42). 

B. Direct Testimony of Anthony P. DiFelice 

(i) Proposed PGC Rates 

The PGC 35 Filing described the development of the PGC rates to become effective 

December 1, 2018, and requested approval thereof.  The PGC rate is unbundled into the Sales 

Service Cost (“SSC”) and the Balancing Service Cost (“BSC”).  The SSC is a charge to those 

customers purchasing gas supply from PECO.  The BSC recovers costs associated with the 



-4- 

operation of contract storage facilities and PECO’s peaking services from all of PECO’s low-

volume customers.   

II. RESOLUTION OF ISSUES & SETTLEMENT TERMS 

A. Resolution of Issues  

The sole issue raised by the Parties was limited to ensuring the Company’s continued 

ability to meet customer demand during the heating season; specifically, through the utilization 

of LNG and Propane.  To resolve this issue, the Parties have agreed that, in its next PGC filing, 

PECO will report on its investigation of the viability of six (6) potential long- and short-term 

solutions to meet customer demand during the heating season, and identify how each fits into the 

Company’s overall procurement strategy.  Approval of this item (as set forth in PECO’s PGC 35 

Filing, the Joint Petition and as summarized in Section B below) is in the public interest because: 

(i) the Parties agree that it is just and reasonable; and (ii) the time, expense and uncertainty 

associated with litigation will be avoided.  

B. Settlement Terms 

The specific terms detailing the agreement of the Parties is set forth in detail below: 

Purchased Gas Cost Rates – PECO’s forecast of purchased gas costs and its purchased 

gas cost rates,2 as originally-filed, are accepted, subject to further adjustment in accordance with 

the Commission’s quarterly adjustment procedures as set forth in 52 Pa. Code § 53.64. 

Balancing Charge Rate – Under the terms of the 2008 Base Rate Case Settlement, the 

Company is required to update the Balancing Charge as part of its annual 1307(f) filing.  The 

Company is proposing a Balancing Charge of $0.0074 per Mcf to become effective on December 

1, 2018, which is $0.0001 per Mcf more than the currently effective Balancing Charge.  The 

                                                 
2 The Company’s PGC Rates are comprised of the Commodity Charge (“CC”), the Gas Cost 
Adjustment Charge (“GCA”), and the Balancing Service Charge (“BSC”). 
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Parties have agreed to PECO’s proposal for the Balancing Charge, which is included in 

Appendix A to the Joint Petition. 

Gas Price Hedging – PECO has complied with the terms of the 2017 Joint Petition for 

Complete Settlement (“2017 Joint Petition”), Docket No. R-2017-2602611, and the 2016 Joint 

Petition for Complete Settlement (“2016 Joint Petition”), Docket No. R-2016-2545925, as it 

relates to the Ratable Hedging Program.  The Company is proposing that the Ratable Hedging 

Program, the terms of which were set forth in the 2016 Joint Petition, be extended for an 

additional year, beyond the one-year extension approved in the 2017 Joint Petition.  The Parties 

have agreed to PECO’s proposal and the proposed Ratable Hedging Program Execution 

Schedule is included as Appendix C to the Joint Petition.  

Lost And Unaccounted For Gas Monitoring And Reporting – Though not obligated 

to do so, the Company has voluntarily reported a three-year weighted average for the periods 

ending March 31, 2017, and June 30, 2017, consistent with the previous reporting mechanism 

required in accordance with the 2015 Joint Petition.  The Parties have accepted the Company’s 

reported lost and unaccounted for gas (“LUFG”) percentages as being reasonable. 

Retainage Volume Adjustment Rate – Pursuant to Paragraph 21 of the 2017 Joint 

Petition, the retainage volume adjustment rate for transportation service customers is 2.7% for 

the 12 months beginning December 1, 2017 and ending November 30, 2018.  The retainage 

volume adjustment rate for the 12-month period ending November 30, 2019 will be 2.2%, which 

was calculated based on the weighted three-year average of LUFG plus the portion of Company-

use gas attributable to preheater gate station usage for the period ending June 30, 2018.  The 

Parties have accepted the Company’s reported retainage percentage as being reasonable. 
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Off-System Sales/Capacity Release Sharing – As agreed upon by the Parties, PECO 

will extend the off-system sharing mechanism at 25% of margin revenues through November 30, 

2021.  

Reallocation of BSC and SSC Fuel Costs – PECO is in compliance with the 

requirements set forth in Paragraph 23 of the 2017 Joint Petition as it pertains to the recovery and 

refunding of the balances associated with the SSC and BSC Fuel Costs to customers. 

LNG And Propane Winter Utilization Reporting – the Parties have agreed that PECO 

will investigate the viability of six (6) potential long- and short-term solutions as part of its 

overall gas procurement strategy to ensure the continued availability of gas to customers during 

the heating season, including peak day demand.  

Each of these areas is described in further detail below. 

Purchased Gas Cost Rates.  The reasonableness of the Company’s historical gas costs for 

the 12-month period ending March 31, 2018 is affirmed by the Settlement.  (See Joint Petition, ¶ 

37(a)).  Specifically, the Joint Petition concludes that PECO has satisfied the requirements of 

Section 1318 of the Public Utility Code by pursuing a least-cost fuel procurement policy, 

consistent with its obligation to provide safe, adequate and reliable natural gas distribution 

service to its customers, and that PECO has met the requirements of the Public Utility Code 

relating to affiliate purchases.  The Settlement also provides a reasonable basis for calculating 

and setting the GCA, CC and BSC to become effective December 1, 2018.  (See Joint Petition, ¶ 

17(a) and Appendix A).  These rates in dollars per Mcf are as follows:  
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 Rates GR 
and CAP 
($/Mcf) 

Rate GC and the Excess 
Off-Peak Use Rider 

($/Mcf) 

Rates OL, L  
and MV-F 

($/Mcf) 
CC $3.6311 $3.6035 $3.5927 
GCA $1.2797 $1.2797 $1.2797 
BSC $0.2301 $0.2301 $0.2301 
Total PGC Rate 
Effective  
December 1, 2018 

$5.1409 $5.1133 $5.1025 

 

To the extent that actual experience and changes in forecasted natural gas prices and 

demand would alter such rates, PECO reserves the right to file quarterly adjustments to be 

effective September 1, 2018 and December 1, 2018, and thereafter in accordance with 52 Pa. 

Code § 53.64.  For the December 1, 2018 filing, the PGC rates will be updated as noted above.  

As a result, the Settlement allows the Company to recover a reasonable estimate of its projected 

period purchased gas costs in a manner that protects the interests of the Company and its 

customers.  Under Paragraph 37(b)(ii) of the Joint Petition, the Commission will continue to 

have the authority to review the actual costs incurred by the Company in a subsequent audit or 

Section 1307(f) proceeding. 

The Settlement also provides a reasonable basis for calculating and setting the firm and 

interruptible supply reservation charges for Rate CGS (City Gate Sales Services) to become 

effective December 1, 2018.  (See Joint Petition, ¶17(b) and Appendix B).  As agreed in the Joint 

Petition, PECO reserves the right to update Rate CGS and the Rate TS-F (Gas Transportation 

Service-Firm) standby sales service demand charge, as shown in Appendix A of the Joint 

Petition (PECO St. No. 2, Exhibit APD-1), to become effective December 1, 2018, to the extent 

that actual experience and changes in forecasted natural gas prices and demand would alter those 

rates. 
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Balancing Charge Rate.  Under the terms of the 2008 Base Rate Case Settlement, the 

Company is required to update the balancing charge as part of its annual 1307(f) filing.  As set 

forth in Exhibit CPT-1, accompanying PECO Statement No. 1, the Direct Testimony of Carlos P. 

Thillet in the PGC 35 Filing (and also included in Appendix A), the Company is proposing a 

Balancing Charge of $0.0074 per Mcf to become effective on December 1, 2018, which is 

$0.0001 per Mcf more than the currently effective Balancing Charge.   

Gas Price Hedging.  PECO employs hedging as an additional tool to purchase natural gas 

on a basis that reasonably ensures system reliability at the least cost.  (PECO St. No. 1, p. 37). 

PECO’s current hedging program, the Ratable Hedging Program, was approved by the 

Commission as part of the settlement as set forth in 2016 Joint Petition, and extended for an 

additional year as part of the settlement as set forth in the 2017 Joint Petition.   

In accordance with Paragraphs 19(c) and (d) of the 2016 Joint Petition and Paragraph 

19(c) of the 2017 Joint Petition, PECO has complied with the terms of the Ratable Hedging 

Program for all hedges made through April 2018, and will continue to do so.  (Joint Petition, ¶ 

19(a)).  The Company proposes to extend the Ratable Hedging Program for an additional year.  

This will add Summer and Winter periods to a fifth year (“Year 5”) with volumes at the same 

bifurcated volumetric level, and with execution periods similar to those used in years two, three, 

and four of the current execution schedule as set forth below: 
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The revised Ratable Hedging Program execution schedule is attached as Appendix C to 

the Joint Petition.  

Lost and Unaccounted For Gas Monitoring and Reporting.  Though not required, PECO 

has voluntarily provided a three-year weighted average for the periods ending March 31, 2018, 

and June 30, 2018, consistent with the methodology set forth in Paragraph 20(c) of the 2015 

Joint Petition, in the following tables: 

PECO LUFG Calculation 2016-2018 PGC (3-Year Average) 
 

  
Sendout  
(in Mcf) 

Billed Sales  
(in Mcf) 

LUFG 

12 months ending 3/31/16  79,770,991 79,844,715 -0.1% 
12 months ending 3/31/17  86,172,223 82,948,993 3.7% 
12 months ending 3/31/18  90,208,866 87,792,365 2.7% 
36 months ending 3/31/18  256,152,080 250,586,072 2.2% 
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PECO LUFG Calculation 2018 PGC  

  Sendout in MCF Billed Sales in MCF LUFG  Pre-Heater Fuel  

12 months ending 6/30/2016 81,559,578 79,147,887 3.0% 87,874 

12 months ending 6/30/2017 84,650,787 83,476,660 1.4% 92,152 

12 months ending 6/30/2018 92,561,301 90,641,031 2.1% 102,553 

36 months ending 6/30/2018 258,771,666 253,265,578 2.1% 282,579 

     Retainage Calculation for 2018 PGC  

  
Sendout in MCF + 
Pre-Heater Fuel  

Billed Sales  
in MCF 

Retainage 
Rate  

Pre-Heater 
Company Use 

36 months ending 6/30/2018 259,054,245 253,265,578 2.2% 282,579 

 
Retainage.  Some portion of the gas introduced into PECO’s distribution system becomes 

LUFG.  Transportation customers arrange to have gas delivered to PECO’s “City Gate” for 

delivery to them through PECO’s distribution system.  PECO, like all other natural gas 

distribution companies, has tariff rules applicable to transportation service providing that some 

portion of the gas delivered to its City Gate will be deemed to be LUFG.  The portion of the gas 

deemed to be LUFG for transported volumes is considered “retainage” and is expressed as a 

percentage.   

In accordance with Paragraph 21 of the 2017 Joint Petition, the retainage volume 

adjustment for transportation service customers is 2.7% for the 12 months beginning December 

1, 2017 and ending November 30, 2018.   

The retainage volume adjustment for the twelve-month period ending November 30, 

2019 will be 2.2%, which was calculated based on the weighted three-year average of LUFG 

plus the portion of Company-use gas attributable to preheater gate station usage for the period 

ending June 30, 2018, as shown on the tariff pages attached to the Joint Petition as Appendix D.  

(Joint Petition, ¶ 21).  
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Off System Sales/Capacity Release Sharing.  Under its currently approved sharing 

mechanism, PECO receives 25% of all margin revenues from off-system sales transactions and 

capacity release transactions (PECO St. 1, p. 42).  PECO will be permitted to continue to receive 

25% of all such margin revenues stated above through November 30, 2021.  (Joint Petition, ¶ 

22).  This extension, from November 30, 2019 to November 30, 2020, will allow the Company 

to enter into longer term asset management agreements, which the Company believes, under 

certain conditions, will potentially provide for a larger reduction in gas costs (PECO St. 1, p. 34). 

Reallocation of BSC and SSC Fuel Costs.  As a result of two errors discovered during the 

analysis and verification of the data for inclusion in the PGC 34 Filing, PECO determined that 

the BSC was overstated and the commodity/demand cost had been understated (by 

approximately $25.7 million) for the period January 2015 to January 2017.  (2017 Joint Petition, 

¶ 23).  In order to correct these errors, PECO self-reported the errors in its PGC 34 Filing and 

proposed to reallocate the roughly $25.7 million in fuel costs for the BSC and SSC portions of 

the rate beginning with the PGC 33-Q2 filing, effective June 1, 2017, and also for the PGC 34 

Filing, effective December 1, 2017.  (PGC 34 Filing, PECO St. No. 2, pp. 13-14).  Further, 

PECO identified a number of new processes and procedures to be implemented to minimize the 

risk of reoccurrence of the same or similar cost misallocation resulting from human error going 

forward.  (PGC 34 Filing, PECO St. No. 1, pp. 10-11).   

Pursuant to Paragraph 23 of the 2017 Joint Petition, the Parties agreed that PECO: (i) will 

not refund/collect the approximately $1.4 million in interest remaining as of December 1, 2017 

associated with the over and under collections of the reallocated costs for both the BSC and SSC; 

(ii) will refund the revised BSC reallocation balance amount (after accounting for partial refund 

associated with the June 1, 2017 tariff filing and less the $1.4 million in interest) to BSC 
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customers over a one-year period, effective December 1, 2017; (iii) will recover the revised SSC 

reallocation balance amount (after accounting for partial recovery from the June 1, 2017 tariff 

filing and less the $1.4 million in interest) from SSC customers over a two-year period, from 

December 1, 2017 through November 30, 2019; and (iv) will provide testimony in its next 

annual PGC filing regarding corrective actions and progress made to prevent a recurrence of this 

issue.  (Joint Petition, ¶23).  

In accordance with Paragraph 23(a) of the 2017 Joint Petition, PECO eliminated the 

interest balances as of November 30, 2017 associated with the SSC/BSC reallocation balances 

for the SSC and the BSC from the total interest balances at November 30, 2017.  (PECO St. No. 

2, Exhibit APD-3, p. 13 shows the elimination for the SSC, and Exhibit APD-4, p. 11, shows the 

elimination for the BSC).   

In accordance with Paragraph 23(b) of the 2017 Joint Petition, the BSC reallocation 

interest over-collection balance of $1,602,257 was deducted from the interest over-collection 

balance of $1,486,358 to produce an adjusted interest under-collection balance of $115,899 at 

November 30, 2017.  (PECO St. No. 2, Exhibit APD-4, page 6).  That balance is also used to 

determine the estimated interest balance for the BSC to be returned to customers during the PGC 

35 application period. 

In accordance with Paragraph 23(c) of the 2017 Joint Petition, recovery of the SSC 

reallocation balance amount (after accounting for partial recovery from the June 1, 2017 tariff 

filing and less the $1.4 million in interest) commenced on December 1, 2017.  (PECO St. No. 2, 

Exhibit APD-3, page 12, provides the development of this balance, an under-collection balance 

of $21,917,898).  The remaining estimated reallocation balance for the SSC as of November 30, 
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2018 (an under-collection balance of $10,079,684 ) will be recovered during the PGC 35 

application period of December 1, 2018 through November 30, 2019.  (PECO St. No. 2, p. 15). 

Finally, in compliance with Paragraph 23(d) of the 2017 Joint Petition, PECO provided 

testimony regarding corrective actions and progress made to ensure that the errors that led to the 

misallocation issue addressed in the PGC 34 proceeding do not reoccur.  (PECO St. No. 1, p. 

45). 

Interest Rate for Over- and Under-Collections.  While PECO files its annual 1307(f) 

filing on or around June 1 of each year, the Company makes quarterly filings throughout the 12-

month period to update rates to reflect actual experience and changes in supply and demand, 

consistent with 52 Pa. Code § 53.64.  Following the amendment of 66 Pa. C.S.A. §1307(f)(5), 

which now requires that “[r]efunds to customers shall be made with and recoveries from 

customers shall include interest at the prime rate for commercial borrowing in effect 60 days 

prior to the tariff filing made under paragraph (1) . . . ,” In compliance with Paragraph 24 of the 

2017 Joint Petition, PECO applied the prime rate in effect 60 days prior to the annual PGC filing 

date to the over- and under-collection balances for the PGC period December 1, 2017 through 

November 30, 2018.  Going forward, as previously agreed, PECO will use the prime rate for 

commercial borrowing in effect 60 days prior to the annual PGC filing (which occurs on or 

before June 1 of each year) to determine interest on the over- and under-collection balances 

existing through November 30 of the year in which the PGC filing is made.    

For example, if next year’s PGC filing were made on June 1, 2019, PECO would apply 

the prime rate for commercial borrowing in effect 60 days in advance of that date to determine 

the interest to be applied to over- and under-collection balances from December 1, 2018 through 

November 30, 2019. 
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LNG and Propane Winter Utilization Reporting.  PECO utilizes a number of different 

supply sources to meet customer demand during the heating season, including peak day demand, 

which sources included peaking supplies such as LNG and propane.  (PECO Advance Filing, §§ 

16 and 22).  As requested by I&E and OCA, and for purposes of settlement, PECO has agreed, in 

its next annual 1307(f) filing, to report on its investigation of the viability of the following six (6) 

potential long- and short-term solutions to meet customer demand during the heating season, 

including peak day demand, as identified in PECO Statement No. 1, the Direct Testimony of 

Carlos P. Thillet (at pages 28-31), in the PGC 35 Filing, or as suggested by I&E, and identify 

how each fits into PECO’s overall procurement strategy:  

(1) Participation by Low Volume Transportation Gas Choice Program suppliers in the 
Additional Capacity Resource Requirement (“ACCR”) Program; 

(2) PECO’s continued evaluation of participation in pipeline open seasons as a way 
of securing additional cost-effective Firm Transportation to PECO’s city gate;  

(3) Acquisition of additional peaking supply contracts;  

(4) Investment in PECO’s on-system LNG assets;  

(5) Participation by the Company in the Vineland LNG Storage and Peak Shaving 
Facility; and 

(6) Contracting by the Company for winter propane and LNG call options. 

III. CONCLUSION 

This Settlement achieves significant positive results, as summarized above.  PECO 

believes that its agreement to investigate and report on potential long- and short-term strategies 

to ensure a continued source of reliable, least-cost gas supply during the winter months, 

including peak day demand, will benefit customers through, among other things, a potential 

reduction in exposure to volatile market indexed pricing for winter delivered supply on extreme 

cold days.  





APPENDIX F 

Bureau of Investigation & Enforcement 
Statement in Support 



















APPENDIX G 

Office of Consumer Advocate 
Statement in Support 











APPENDIX H 

Office of Small Business Advocate 
Statement in Support 
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PENNSYLVANIA PUBLIC UTILITY COMMISSION 

PENNSYLVANIA PUBLIC UTILITY 
COMMISSION 

v. 
 
PECO ENERGY COMPANY 

: 
: 
: 
: 
: 

 
 
Docket No. R-2018-3001568 

 

MOTION FOR ADMISSION  
OF TESTIMONY AND EXHIBITS 

 
 

TO THE HONORABLE ERANDA VERO, ADMINISTRATIVE LAW JUDGE: 
 
 The undersigned move for admission into the evidentiary record the statements and 

exhibits identified in the Stipulation for Admission of Testimony and Exhibits (“Stipulation”) 

attached hereto as Appendix A.  This Motion and the Stipulation are being submitted in 

conjunction with the Joint Petition for Complete Settlement (“Joint Petition”) filed in this 

proceeding on August 2, 2018 and, specifically, Paragraph No. 26 thereof.  

 Pursuant to the Stipulation, all the parties to this proceeding have stipulated to the 

authenticity of the statements and exhibits listed therein and have waived cross-examination of 

the witnesses sponsoring those statements and exhibits, subject to the provisions of Paragraph 

No. 40 of the Joint Petition (which addresses further proceedings in the event the Commission 

were to disapprove the Settlement).  

 Accordingly, the parties to this proceeding request that Administrative Law Judge Eranda 

Vero grant this Motion and admit into the evidentiary record such statements and exhibits.  Upon 

issuance of an Order granting this Motion, two copies of the statements and exhibits listed in the 

Stipulation, together with verifications of all statements and exhibits, will be filed with the 

Secretary of the Commission for entry into the evidentiary record in this case.  











Respectfully submitted: 

Romulo L. Diaz, Jr., Esquire 
Jack R. Garfinkle, Esquire 
Shawane L. Lee, Esquire 
PECO Energy Company 
2301 Market Street 
Philadelphia, PA 19103 

and  

Carrie B. Wright, Esquire 
Prosecutor 
Bureau of Investigation & Enforcement 
Pennsylvania Public Utility Commission 
P.O. Box 3265 
Harrisburg, PA. 17105-3265 

Courtney L. Schultz, Esquire 
Pamela S. Goodwin, Esquire 
Saul Ewing Arnstein & Lehr LLP 
Centre Square West 
1500 Market St., 38th Floor 
Philadelphia, PA 19102 

Counsel for PECO Energy Company 

Dated: August 2, 2018  

Elizabeth Rose Triscari, Esquire 
Deputy Small Business Advocate 
Office of Small Business Advocate 
300 North 2nd Street 
Suite 202 
Harrisburg, PA 17101 

Christy M. Appleby, Esquire 
Aron J. Beatty, Esquire 
Anthony T. Daub 
Office of Consumer Advocate 
555 Walnut Street, 5th Floor 
Forum Place 
Harrisburg, PA 17101-1923 

Counsel for Tanya J. McCloskey 
Acting Consumer Advocate 

Alessandra Hylander, Esquire 
Charis Mincavage, Esquire 
Adeolu A. Bakare, Esquire 
McNees Wallace & Nurick LLC 
100 Pine Street 
Harrisburg, PA 17108-1166 

Counsel for the Philadelphia Area Industrial 
Energy Users Group 
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BEFORE THE 
PENNSYLVANIA PUBLIC UTILITY COMMISSION 

PENNSYLVANIA PUBLIC UTILITY 
COMMISSION 

v. 
 
PECO ENERGY COMPANY 

: 
: 
: 
: 
: 

 
 
Docket No. R-2018-3001568 

 
 

STIPULATION FOR ADMISSION 
OF TESTIMONY AND EXHIBITS 

 
 

On August 2, 2018, a Joint Petition for Complete Settlement (“Joint Petition”) 

was filed with the Pennsylvania Public Utility Commission (“Commission”) at the above-

referenced docket.  The undersigned, being all of the parties to this proceeding, hereby stipulate 

to the authenticity of the following testimony and exhibits (the “Listed Statements and 

Exhibits”): 

1. PECO’s Advance Filing consisting of Sections 1-22, which was filed with the 

Commission and served on April 27, 2018; 

2. PECO Statement Nos. 1 and 2 and accompanying Exhibits (CPT-1 through CPT-

4, and APD-1 through APD-5), which were filed with the Commission and served on May 31, 

2018;  

Additionally, the parties to this proceeding acknowledge and agree that they waive cross-

examination with respect to the Listed Statements and Exhibits subject to the exception stated in 

Paragraph No. 40 of the Joint Petition if the Commission were to reject the Settlement, and 

further stipulate that the Listed Statements and Exhibits should be admitted into the record in this 

case by Motion. 











Accordingly, this Stipulation for Admission of Testimony and Exhibits is hereby 

executed by counsel for the respective parties set forth below. 

Respectfully submitted: 

Dated: August 2, 2018 

Carrie B. Wright, Esquire 
Prosecutor 
Bureau of Investigation & Enforcement 
Pennsylvania Public Utility Commission 
P.O. Box 3265 
Harrisburg, PA. 17105-3265 

Elizabeth Rose Triscari, Esquire 
Deputy Small Business Advocate 
Office of Small Business Advocate 
300 North 2nd Street 
Suite 202 
Harrisburg, PA 17101 

Christy M. Appleby, Esquire 
Aron J. Beatty, Esquire 
Anthony T. Daub 
Office of Consumer Advocate 
555 Walnut Street, 5th Floor 
Forum Place 
Harrisburg, PA 17101-1923 

Counsel for Tanya .1 McCloskey 
Acting Consumer Advocate 
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Charis Mincavage, Esquire 
Adeolu A. Bakare, Esquire 
McNees Wallace & Nurick LLC 
100 Pine Street 
Harrisburg, PA 17108-1166 

Counsel for the Philadelphia Area Industrial 
Energy Users Group 

Romulo L. Diaz, Jr., Esquire 
Jack R. Garfinkle, Esquire 
Shawano L. Lee, Esquire 
PECO Energy Company 
2301 Market Street 
Philadelphia, PA 19103 

and 

Courtney L. Schultz, Esquire 
Pamela S. Goodwin, Esquire 
Saul Ewing Arnstein & Lehr LLP 
Centre Square West 
1500 Market St., 38th Floor 
Philadelphia, PA 19102 

Counsel for PECO Energy Company 
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	Carlos
	I. INTRODUCTION
	Q. Please state your name and business address.
	A. My name is Carlos P. Thillet. My business address is PECO Energy Company, 2301 Market Street, Philadelphia, PA 19103.

	Q. What is your educational background?
	A. I received a Bachelor of Arts degree from Villanova University in 1981. I received a Master of Business Administration degree from Saint Joseph’s University in 1998. Also, in 1998, I became a Chartered Industrial Gas Consultant through a certificat...

	Q. Have you previously submitted testimony in proceedings before the Pennsylvania Public Utility Commission (the “Commission”)?
	A. Yes. I submitted testimony on behalf of PECO Energy Company (“PECO” or the “Company”) in the following Purchased Gas Cost (“PGC”) proceedings:

	Q. Please describe your work experience relevant to your Direct Testimony.
	A. I have been employed by either PECO or its affiliate, Exelon Energy Marketing, since 1986. I started as a natural gas mechanic at the Company’s liquified natural gas (“LNG”) plant. In 1990, I joined the Gas Supply Group as a staff assistant. From 1...

	Q. Please identify your current job responsibilities.
	A. In October 2008, I became the Manager of PECO’s Gas Supply and Transportation Department. In this position, I am responsible for day-to-day management and oversight of the natural gas procurement, short- and long-term planning, asset optimization a...


	II. PURPOSE OF TESTIMONY
	Q. What is the purpose of your Direct Testimony in this proceeding?
	A. The purpose of my Direct Testimony is to explain the need for the Natural Gas Reliability Station from the standpoint of ensuring the reliability of PECO’s natural gas supply to meet design day requirements.

	Q. What are “design day requirements”?
	A. A “design day” is a 24-hour period of demand which is used as a basis for planning gas capacity requirements.  “Design day requirements” refers to how PECO designs its natural gas distribution system to provide safe and reliable natural gas service...

	Q. How does your testimony relate to that of PECO witness Ryan Lewis?
	A. In PECO Statement No. 3, Mr. Lewis explains the need for the Natural Gas Reliability Station from the standpoint of customer and usage growth in Delaware County.

	Q. Are you sponsoring any exhibits?
	A. Yes. I am sponsoring Exhibits CPT-1 through CPT-3, which are the Direct Testimony I provided in PECO’s 2018, 2019 and 2020 PGC proceedings, and Exhibit CPT-4, which is the Joint Petition for Complete Settlement in the 2018 PGC proceeding (“2018 Joi...


	III. NEED FOR THE NATURAL GAS RELIABILITY STATION
	Q. Please provide a general description of PECO’s gas system.
	A. PECO’s natural gas system is located in Southeastern Pennsylvania. PECO serves the four-county area surrounding the City of Philadelphia, as well as a portion of Lancaster County. Because this is not a natural gas-producing region, PECO and its nat...

	Q. Please explain why the Natural Gas Reliability Project is necessary.
	A. Simply put, it will help to ensure the reliability of natural gas supply within PECO’s service territory by providing an additional source of supply to meet design day requirements.  The additional supply will reduce PECO’s reliance on spot market ...

	Q. Have design day requirements changed over the past decade?
	A. Yes. Design day requirements have increased.

	Q. How does PECO project design day requirements?
	A. Each year, PECO projects design day requirements for the next ten years by assuming an increase at the same rate as the rate of increase for total firm sales. If PECO did not engage in this advance planning, it could not ensure that it would be abl...

	Q. What are the projected design day requirements for the next 10 years?
	A. In the Advance Information filed with its Annual Section 1307(f) PGC filing, PECO made the following 10 year projection of the design day requirements:

	Q. What is PECO’s strategy for satisfying design day requirements?
	A. PECO’s reliability strategy is two-fold. First, PECO must ensure that sufficient capacity exists to satisfy design day deliverability requirements. This capacity is diversified into three categories: (1) pipeline firm transportation (FT) capacity; ...

	Q. Does PECO have adequate capacity to meet the design day requirements?
	A. While the Company believes that its current mix of firm transportation, firm storage, propane, LNG, and delivered peaking contracted services provides adequate peaking capacity to ensure the system reliability necessary to meet peak demand in a saf...

	Q. Please provide detail on the current and projected deficit between currently contracted-for pipeline storage and firm transportation deliveries, as well as LNG and propane capacity and peak day demand requirements.
	A. PECO is projecting a deficit of 111,685 Mcf between the design day firm demand requirements and current resources for the 2021-2022 winter period.  The projected 10-year design day requirement increases to 877,531 Mcf for the winter of 2030-2031 - ...

	Q. How does PECO’s natural gas reliability project address the deficit you have just described?
	A. PECO’s Natural Gas Reliability Project will create additional supply to reduce price volatility and overdependence on delivered supply and spot market purchases. The project includes: (1) upgrading the capacity of the West Conshohocken LNG facility...

	Q. Did PECO consider any other potential solutions to address the deficit?
	A. Yes. The deficit between projected design day requirements and firm capacity is not a new phenomenon.  PECO’s daily pipeline entitlements (the firm capacity PECO can obtain from contracts with the interstate transmission pipelines) have been constr...


	IV. CONCLUSION
	Q. Does this conclude your Direct Testimony?
	A. Yes, it does.  However, I reserve the right to file such additional testimony as may be necessary or appropriate.
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	2018-08-02 Joint Petition for Complete Settlement (w Appendices)
	Joint Petition for Complete Settlement
	before the pennsylvania public utility commission
	JOINT PETITION FOR COMPLETE SETTLEMENT
	I. INTRODUCTION
	1. Administrative Law Judge Eranda Vero (the “ALJ” or “ALJ Vero”) recommend that the Commission approve this Settlement and all of its terms and conditions, and that the Commission grant such approval, without modification;
	2. ALJ Vero recommend that the Commission authorize PECO to file a tariff supplement to reflect rates and terms consistent with this Settlement applicable to the Section 1307(f) Purchased Gas Cost rate investigation at Docket No. R-2018-3001568 to be ...
	3. Based on the data and testimony submitted in this case, ALJ Vero recommend, and the Commission make, the Findings of Fact and Conclusions of Law proposed at Sections IV and V below; and
	4. The Commission terminate its investigation at Docket No. R-2018-3001568, including dismissal of the Complaints filed by OCA and OSBA at Docket Nos. C-2018-3002523 and C-2018-3001972, respectively.
	II. BACKGROUND
	5. On April 27, 2018, pursuant to 66 Pa. C.S. § 1307(f), 52 Pa. Code § 53.64, and 52 Pa. Code § 53.65, PECO submitted data, as required by the Commission’s regulations, in advance of its annual Purchased Gas Cost rate filing (“Advance Filing”).  The A...
	6. On May 31, 2018, PECO filed its Purchased Gas Cost No. 35 rate to become effective for service rendered on and after December 1, 2018 (“PGC 35 Filing”).  PECO made the PGC 35 Filing pursuant to 66 Pa. C.S. § 1307(f), which authorizes certain natura...
	7. As required by 52 Pa. Code § 53.68, PECO provided public notice of the proposed PGC No. 35 rate through bill inserts and newspaper publications in PECO’s service territory.
	8. On May 17, 2018, OSBA entered its appearance in this case, and also filed a Formal Complaint and Public Statement (Docket No. C-2018-3001972).
	9. Also on May 17, 2018, PAIEUG filed a Petition to Intervene, which was unopposed, and which ALJ Vero granted (Prehearing Order, p. 2).
	10. On May 31, 2018, I&E entered its appearance in this case.
	11. On June 6, 2018, OCA entered its appearance in this case, and also filed a Formal Complaint and Public Statement (Docket No. C-2018-3002523).
	12. On June 11, 2018, a prehearing conference was held before ALJ Vero whereby the parties agreed to a procedural schedule for the submission of further written testimony and conducting evidentiary hearings, as set forth in the Prehearing Order, which...
	13. The Parties engaged in discovery issued by OCA, OSBA and I&E.  PECO responded to 35 formal, written data requests, many with multiple subparts, and also responded to informal data and information requests.
	14. Aside from PECO in its PGC 35 Filing, no other party filed direct testimony, as the Parties reached a settlement agreement prior to the due date for the submission of testimony from the Parties and PAIEUG.
	15. No Parties filed rebuttal testimony.
	16. The Parties were able to reach a settlement to resolve all issues in this proceeding.  As part of the Settlement, the Parties agreed to waive cross-examination of all witnesses and to move for the admission of testimony and exhibits by stipulation...
	III. SETTLEMENT
	17. Purchased Gas Cost Rates
	(a) Attached as Appendix A to this Joint Petition are the rates and underlying cost data resulting from the Settlement that are applicable to the Commodity Charge (“CC”), the Gas Cost Adjustment Charge (“GCA”), the Balancing Charge (“BC”), and the Bal...
	(b) Attached as Appendix B to this Joint Petition is the pro forma tariff page showing the changes to the firm and interruptible supply reservation charges for Rate CGS (“City Gate Sales Services”).  PECO reserves the right to update Rate CGS and the ...

	18. Balancing Charge Rate
	19. Gas Price Hedging
	(a) In accordance with Paragraphs 19(c) and (d) of the 2016 Joint Petition for Complete Settlement (“2016 Joint Petition”) and Paragraph 19(c) of the 2017 Joint Petition for Complete Settlement (“2017 Joint Petition”), PECO has complied with the terms...
	(b) In the PGC 35 Filing, PECO is requesting that the Ratable Hedging Program be extended for an additional year.  Extending the program for an additional year (“Year 5”) will add Summer and Winter periods with volumes at the same bifurcated volumetri...

	20. Lost And Unaccounted For Gas Monitoring And Reporting
	While no further LUFG reporting obligations are required, consistent with its reporting in prior PGC proceedings, PECO has provided a three-year weighted average for the period ending March 31, 2018, and June 30, 2018 in the following tables, as part ...
	UPECO LUFG Calculation 2016-2018 PGC (3-Year Average)

	21. Retainage
	22. Off-System Sales/Capacity Release Sharing
	Pursuant to the 2017 Joint Petition, the off-system sharing mechanism was extended at the 25% rate through November 30, 2020.  In the instant proceeding, the Parties agree that PECO will further extend the off-system sharing mechanism through November...

	23. Reallocation of BSC and SSC Fuel Costs
	(a) In compliance with Paragraph 23(a) of the 2017 Joint Petition, PECO eliminated the approximately $1.4 million in interest remaining as of December 1, 2017 associated with the over and under collections of the reallocated costs for both the BSC and...
	(b) In compliance with Paragraph 23(b) of the 2017 Joint Petition, PECO has begun refunding the BSC reallocation balance amount to BSC customers over the one-year period beginning December 1, 2017 and ending November 30, 2018.
	(c) In accordance with the two-year recovery period requirement in Paragraph 23(c), recovery of the remaining estimated reallocation balance for the SSC commenced on December 1, 2017.  The remaining balance on December 1, 2018 was determined for the P...
	(d) In compliance with Paragraph 23(d) of the 2017 Joint Petition, PECO provided testimony regarding corrective actions and progress made to ensure that the errors that led to the misallocation issue addressed in the PGC 34 proceeding do not reoccur.

	24. Interest Rate for Over- and Under-Collections
	In compliance with Paragraph 24 of the 2017 Joint Petition, PECO applied the prime rate in effect 60 days prior to the annual PGC filing date to the over- and under-collection balances for the PGC period December 1, 2017 through November 30, 2018.  Go...

	25. LNG And Propane Winter Utilization Reporting
	As requested by I&E and OCA, and for purposes of settlement, PECO has agreed, in its next annual 1307(f) filing, to report on its investigation of the viability of the following six (6) potential long- and short-term solutions to meet customer demand ...
	(a) Participation by Low Volume Transportation Gas Choice Program suppliers in the Additional Capacity Resource Requirement (“ACCR”) Program;
	(b) PECO’s continued evaluation of participation in pipeline open seasons as a way of securing additional cost-effective Firm Transportation to PECO’s city gate;
	(c) Acquisition of additional peaking supply contracts;
	(d) Investment in PECO’s on-system LNG assets;
	(e) Participation by the Company in the Vineland LNG Storage and Peak Shaving Facility; and
	(f) Contracting by the Company for winter propane and LNG call options.

	26. Admission Of Evidence
	(a) PECO’s Advance Filing consisting of Sections 1-22, which was filed with the Commission and served on April 27, 2018, as explained in Paragraph No. 5, supra;
	(b) PECO Statement Nos. 1 and 2 and accompanying Exhibits (CPT-1 through CPT-4, and APD-1 through APD-5), which were filed with the Commission and served on May 31, 2018, as explained in Paragraph No. 6, supra.

	IV. PROPOSED FINDINGS OF FACT
	27. PECO operates a natural gas distribution system in the southeastern portion of Pennsylvania subject to the jurisdiction of the Commission. (PECO St. 1, p. 4-5).
	28. PECO’s gas purchasing policy is designed to achieve a reasonable balance of long and short-term gas purchases that assures system supply reliability at the least cost. (PECO St. 1, pp. 11-12).
	29. The details of PECO’s actual gas purchases for the twelve months ending March 31, 2018 are presented in Section 1 of PECO’s Advance Filing.  (PECO Adv. Filing § 1).
	30. PECO receives almost all of its gas supply directly into its distribution system from Texas Eastern Transmission, LP (“Texas Eastern”), Transcontinental Gas Pipe Line Corporation (“Transco”), and Eastern Shore Natural Gas Company. (PECO St. 1, p. ...
	31. PECO participated in significant rulemaking, rate and certificate proceedings before the Federal Energy Regulatory Commission (“FERC”) concerning interstate natural gas pipeline company rates and conditions of service that affect its costs and, th...
	32. In the past year, PECO renewed several storage and transportation service agreements, after unsuccessfully soliciting competitive alternatives (PECO St. 1, pp. 32-34).
	33. During the past year, PECO issued a non-binding response to the Adelphia Project Open Season because of an anticipated future need for additional delivered capacity to the Brookhaven and Chester/Tilghman Street gate stations.  The Company’s analys...
	34. During the historic reconciliation period, after a competitive bid process, PECO purchased gas from Constellation, an affiliated interest, having obtained pre-approval from the Commission to enter into agreements with Exelon Corporation affiliates...
	35. PECO did not withhold supplies or capacity from the market.  (PECO St. 1, p. 7).
	36. Projected gas costs, as reflected in this Settlement, are based on peak-day capacity requirements at a 0 degree design day temperature, as fully set forth in the record.  (PECO Adv. Filing § 16; PECO St. 1, pp. 10-11).
	V. PROPOSED CONCLUSIONS OF LAW
	37. This proceeding is a consolidation of two reviews that the Commission is required to undertake pursuant to Sections 1307(f) and 1318 of the Public Utility Code (66 Pa. C.S. §§ 1307(f) and 1318) (hereinafter, Section 1307(f) and Section 1318, respe...
	(a) Historic Reconciliation Period Standards
	With respect to PECO’s gas purchases and gas purchasing practices during the twelve-month historic reconciliation period ended March 31, 2018, it is requested that the Commission find that PECO met the standards set out in Section 1318 and required by...

	(b) Projected and Interim Period Findings
	(i) With respect to the twelve-month period beginning December 1, 2018, which is when the proposed rates agreed to by the Parties in this Settlement would be in effect, it is requested that the Commission make the findings concerning PECO’s gas purcha...
	(ii) The Parties agree that it appears that PECO’s projected gas purchases and projected gas purchasing policies will comply with the standards of Section 1318 and that their assessment is supported by the evidence of record in this proceeding relatin...
	(iii) The Parties agree that future examination of the gas costs relating to the period April 1, 2018 through November 30, 2018 shall be permitted to determine whether PECO’s experienced and projected gas purchases and gas purchasing practices complie...


	VI. CONDITIONS OF SETTLEMENT
	38. The Parties acknowledge and agree that this Settlement shall have the same force and effect as if the Parties fully litigated this proceeding.
	39. This Settlement is conditioned upon the Commission’s approval of terms and conditions contained herein without modification.  If the Commission modifies the Settlement, any Party may elect to withdraw from this Settlement and may proceed with liti...
	40. If the Commission does not approve the Settlement and the proceedings continue to hearing, the Parties reserve their respective rights to present additional testimony and to conduct full cross-examination, briefing and argument.
	41. The Commission’s approval of this Settlement shall not be construed to represent approval of any Party’s position on any issue, except to the extent required to effectuate the terms and agreements of this Settlement, in this and future proceedings.
	42. It is understood and agreed among the Parties that this Settlement is the result of compromises and does not necessarily represent the position(s) that would be advanced by any Party if this proceeding were fully litigated.
	43. This Settlement is being presented only in the context of this Section 1307(f) proceeding in an effort to resolve outstanding issues in a manner that is fair and reasonable.  The Settlement is the product of compromise.  With the exception of matt...
	44. PECO, I&E, OCA, and OSBA prepared and attached to this Settlement, as Appendices E-H, respectively, statements in support setting forth the bases upon which they believe the Settlement is fair, just and reasonable and is, therefore, in the public ...
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	In accordance with Paragraph 23(a) of the 2017 Joint Petition, PECO eliminated the interest balances as of November 30, 2017 associated with the SSC/BSC reallocation balances for the SSC and the BSC from the total interest balances at November 30, 201...
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