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Rr: Docket No. 91W269·PU- Cons:ldenlllon of cbuge In frequency and t imlnk"bf 
the beariop for tbe fuel and purcbaHd power cosl rrcovcry. clausr, chc 
capacity eo11 ncovcry elaux, lbc general ion puformancc lnccnch•c factor, the 
energy c:oDKrvatlon eo11 recovery claUK, cbc purtbascd ga• adjuac mrnl 

{PGA) true-up, 111d I he envlronmen lll cost ncovery clause 

Dear Ms. Bayo: 

Enclosed for filing on behalf of Peoples Gas System, please find the: origiMI and IS 
copies of ( I) Peoples' Responses to Slllrs List of Issues and (2) Peoples' Responses to Sill IT'> 
L_t."'f Qucstioll$, both the issues and the questions having been posed by the C:ommt»ton Staff 

tr~ workshop held in the above docket on March 17, 1998. A diskette conuunang the: c:ncloscd 
~K responses in Wordperfect S. l formal is also mc:loscd. 

AFA _3..:__ 
Please acknowledge your receipt 1111d the date: of filing of the c:nclosurc:s on the: duplicate 

APP - -ee"'I'Y of this letter 1111d return the same to the undersigned in the enclosed prcoddrc:oscd envelope 

CAF 

LEG 

Lit. 

Thank you for your USUlll BS$istancc. 

Sincerely, 

()_ J~ 
ANSL~TSON, JR. 

~Ju~L/ 
OOCUH(" r \I u~r~~ OI·TE 

~ott ~AR 31: 
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Blancu S. Buyo. Director 
Mnrch 30, 1998 
Page 2 

cc: Mr. J. Brent Cnldwcll (w/enclosures) 

• 
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PEOPLES GAS SY!,Tf:M I ( 

RESPONSES TO STAFF'S LIST OF QUESTIONS • '\ I •._: • ,_ 
COMMENTS ON WORKSHOP HELD MARCil 17, 1998 ' 1 ' 

DOCKET NO. 980269-PU 
MARCn 31, 1998 

Staff lUIS developed n series of questions lhnt explore the effecb of n Cornrni~ion 
decision to approve: I) a chnngc in the frequency of the fuel cost recovery 
hearings from o semiannual to an annual basis, and 2) a change to cnlculotc fnchH' 
for the cost recovery clauses on a cnlendnr year basis. Please be pn:p~rcd 1<1 

llddrc$s the following questions nt the stall workshop on March 17, 1998 in tins 
doclcct. QucstloDJ 1-10 apply oa ly to Investo r-owned eltctrit ut illt in. 
Questlou 11-14 apply to alllnvtator-o'lmtd tlectric and gas utllit lts. 

()I) Based upon historical data O\cr the past 10 years, Y.lull imp:~ct "uul.l a 
Commission dcc~on have upc-n the: size: of the utility's over/unJcr n:eo,ery'! 

Applicable to investor-owned electric utilities only. 

1/2) If the Commission adopts nn llllllunl hearing for the fuel clause and the 
environmental clause, should the Commission revise: iu I 0 percent thrc ~hold as n 
basis to request a midcourse correction? 

Applicable to investor-owned electric utilities only. 

Q3) During the past 10 years, how frequently would the utility have requested appro, a! 
for 11 midcourse correction based upon o I 0 pcn:ent threshold? 

Applicable to investor-owned electric utilities only. 

Q4) II hils been suggested thllta utility could submit interim petitions between hearings 
for special or unanticipated issues. Wluu threshold level of c<ISI5 would cnu;c n 
change in the fuel foetor? 

Applicable to investor-owned electric utilities only. 

QS) h has also been suuested thAI an annual fuel foetor would provide a ut1hl) ·~ 
customers with a greater level of ccttainty llbout fuel costs Over the past I:! 
months, how many cUStomers have expressed this conc:cm? 

Dod«l No. 910269-PU ) 
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Applicable to investor-owned electric utilitie3 only. 

Q6) If the Commlssic"l adoptS on onnual hc:4ring for the fuel clause nnd cmaronmental 
clause, would the utility change ony of its forecasting models. methodologies. 
assumptions, or data sources? 

Applicable to investor-owned electric utilities only. 

Q7) Which form modifications would be: nc:cesSIU) to oc-c:ommodntc the chnnsc to nn 
annual hearing? 

Applicable to investor-owned electric utilitie3 only. 

QS) Whllt arc the expected advanUigcs ond savings of conducung the cost rcc:O\ cry 

hearings on an onnua.l basis? 

Applicable 10 investor-owned electric utilitie3 only. 

Q9) Whllt nrc the expected disodvontnile3 1111d costs of conducting cnM rccuvcr)" 
hearings on n annual bluis7 

Applicable to investor-owned electric utilities only. 

Q I 0) When should the Commission implement the change 10 nnnual hennngs? 

Applicable 10 investor-owned electric: utilitie3 only. 

VI I ) \Vluat nrc t.hc expected ad VIlli In£ :s of calculnting the c:ost reco' cry factors b:ucd 
upon a calendar year'! 

Consrvptjon 
There nrc two rclntlvely Insignificant ndvwllages to calculating the conscrvution 
fBC:tor on o calendar year bluis. 1bc first ndvMtllgc is for customers who = 
budgeting for the upcomina y~. A calendar year fBC:IOr will be: finnli:r.cd hy 
Decc:mbcr of the previous year. However. this rs a thcorcticol advnnlllgc. I he 
compony can ~y provide the customers with an estimated onnual conservation 
fBttor based on the c:xisting true-up level. estimated expenses ond estirnatcd 
thenns. While the value is an cstimalc:. it should be: adequate for customer bud[!ct 
purposes and can be: updated In Janwrry when the actual fihng rs mndc 

t>.x~ct No 910269·PV 
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The second advantqe is the timing of prcpnring schedule. and lilon~ lllc 
CUITCilt filings are due in mid·JIII1W11)' "hich mCllllS schedule: p~parntiun corncrdes 
with month, quarter and year-end closing. However, since: the budget process is 
complete, the preoantion of the schedules is much less time consumong than 11 

would be if the filing was due the prc:vio\13 September or Octo~. 

Purs;based Gas Adju.mnem 
There: an: no real advantages for a calendar year based PGA foetor. Since the 
PGA is set as a cap with monthly flex down billing factors. the time period over 
which the cap applies is insignificMI .. Also. changing the tim ins docs not provide 
MY advanuagc 10 customers for budgcdns purposes. Most of the lorsc:st customers 
nrc tnu1Sp0rting third·plllty llllS. 10 lhc:y are Wl4ffcctc.! by the I'GA. Addniorudl). 
the PGA is effec;tively a monthly f'ac1or. so the company CllJ1 easily provide a 
calendar year cstill'lllte even though the cap is 11pprovc:d for Apnl through the 
following March. 

Q12) What are the: expected disach'110tagcs of calculating the cost ~o'er)' factol'l> hascd 
upon a calendar year basis? 

Conserygtion 
Thc:rc are several disadVIIJlt4iCS D.SSOCiatc:d "~th changing the current con~rvutron 
cost rec;overy period to a calendar )'COr. The most signiflc11nt di)IU!vwllnge 1~ an 
increased error between the projec;~cd factor Wid tilt nctUAI fa~10r expcric:ne~ 
during the: year. This "error" will cousc increased magnitudes of over nnd under 
recoveries. lbc increased truc·up lll4gllitudcs will C4U5C greater ve~riotion in the 
conservation factors as well as a potential reduction to company e:uning~ through 
the current Commission policy regilding the tiUtmc:nt of 0\ cr and under 
recoveries in rate: b:uc. 

lbc increased McrrorM arises from the timins of the prep:tratrnn Wld lilrng nf 
conservation schedules for a foetor to be cffc:etl\c in JanWU') The lilong mll!lt be 
made no later than mid·Oelober. At thrs time. the comp:tny budget for expenses 
Md SBJc:s iJ incomplete. Thus. preparation of the conservation foetor ~!ing "ill 
require additional effon to generate estimates for thc:sc volue~ 'lllc..: nurnutn 
may vary signifiCIIJltly from the final bud11c:t values. thus. causin11 rnhcrcnt "error" 
in the projected conscrvotlon fiiCiors. 

Another disadvantqe of shlning to the calendar year is tire nddcd comp3n) nnd 
Commission expense associated with changing Rule: 25·17 015 Shuuld n p1111~ 
reques1 a workshop and bc:arina dunng the rulcl1lllking process. the expense ~uuld 
be considerable and the time frame: excessive. 

The final disadVllllt.t.ae would be an awkward lrliJUrtron penod lluhtrc>. 
customers and the Commission arc: all edjUSicd to a April • MMch curucnatrun 
~very fDCtor. Shifiing would rcqu..-c: an interim fac1or follo"''c:d 1-y 11 caltndM 
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year faaor, both of which may gtnCf'lltt customer qt..'"Slions. 

Puretwed Gas Adjusunent 
There is no siiJliliCII.Dt disodvMI4gc to shining to ll calendar )'Cilt I'( iA fnc1nr 
Thm: may be an iocreasc in the error in projecting the end-of-period true-up due 
to projecting winttr therm Sllles far in advance of the winlcr SCliSOD. I lowevcr. 
this error CIIJ1 be mitigated through the applic:nlion of the nc:x down factor. 

Ql3) What nrc the expected advanlllges of calculating the cost recovery fnc1ors based 
upon a non-calendar year b4sis? 

Co!!SCfY!!tion 
1be CWTCnt April • Man:h oonscr\lation cost recovery factor projecuon pcnod 
allows the factors 10 be ICI using Lhc: most accurate projections ovnilablc The 
January ftling incorporates budgeted estimAtes for capital cxp;msion. lnbor rn1cs. 
material c:osts. and advcnising and projec1ed thcrm snles. 1be Janunry fil10g also 
allows for a timely forecast of the rc-prujeclcd therm sales for the winter pcnod. 
thus minimizing the error in cstiiMLing the end-of-period true-up. The usc of the 
most BCCurate projected toSt.s and thcrm sales v.ill provide the most timd) 
recovery of c:osts for the compMy combined v.ith the most accurate price ~•gnol 
to customers. 

Purebass;d Gas AdiiW!Jit:DJ 
The only benefit of mllln14ining the current Ap11l through March pmJcCicd l'li ,\ 
CAp time period is that it avoids the- need for a potentially av. kw:ud lrnDSIIItiD 10 

Lhc: caJcndar year. 

Q 14) Whlltnrc the expected disadvanl4ges of c.lculating the cos1 rectl\cf) f~tlurs l>.t.'I<.-J 
upon a non-calendar year buis? 

Consqyation 
J'he only disadvnntnge 10 c..Jcul.atinB 1hc consavotinn CD>I rccn\cf) fncwr bMC:d 
on o non-calendar year is when factors ore reponed on no nnnuahtcd. cnlcndnr 
yellr basis. This conversion requires knov.ing two faclors 1nstend of one 
However, since most pricing datobn.scs nrc rnninta.ined on a monthly ha>&s 11o 
accommodate monthly POA factors), lhis i$ b small disadvMtogc 

Pyrchn'£4 Gas Miuswm 
lberc nrc no disadvantnges for a non-calendar yc:lll' based PGA fnctor 
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year faclor, bolh of which may gtncn~tc customer qU'!Siie>r.:.. 

Purcl!ased OM Adiustment 
'Ther-e is no significant disadVlUltagc: to shifting to a calendar year PGA facun 
There may be an increue in the error In projecting the end-of-peri...! true-up due 
to projecting winter thc:rrn sa!es far in odvllllCc of !he winter season. llo"c:'c:r. 
this error c;an be mitig41ed tlvou&h the opplic:otion of the ncx do"n factor. 

QIJ) What anc the expected adVlUltages of c:olculating the cost recovery factors based 
upon a non-calendar ycar basis? 

Conservation 
The cWTCnt April • March coruJetVIIllon cost recovery factor projection period 
allows !he factors to be set using the most acc:un\tc projcctioM available The 
January filing incorporatn budgeted estimates for capital CKp;lllSIOn, labor rates. 
matcrW costs, and advertising and proJected thcrm sales. The JanWIT) fihng nho 
allows for a timely forecast of the re·projected thc:rrn a:ales for the winter penod. 
thus minimizing !he error in cstimat ing the end-of-period true-up. The usc of the 
most DCCilnltc projected cosu and thcrrn sales will provide the most timely 
recovery of cosu for !he company c:ombincd with the most accurate pncc sagnal 
to customers. 

Purchos¢ Ga.:s AdiYS\mCO! 
The only benefit of maintaining the cum:nt Af.rilthrough March prOJC: :cd I'GA 
c:op time period iJ th4l it avoldJ the need for a potentially uwkward tramuaoa. 111 

the calendar year. 

Ql4) What one the expected disadVlUltag~ of caJculating the cost rccovef) facwrs b.uetl 
upon a non-calendar ye:~~ basis? 

Conservation 
The only disodvantagc to calculating the conservation coS1 rCCO\'ery factoa ~~~ 
on a non-calendar ycar is when factors ore reponed on an nnnuoli~.c:d. culcndlu 
yl:llr basis. This conversion requires knowing two factors instelld of one. 
llowcver, since most pricing douJINLKs nrc mAinlllined on 11 monthly h.1.5is (Itt 

occommodntc monthly POA factors), this is u smnll disudvanl4gc. 

Purchps¢ Gq AdiustmCQI 
There anc no dhadvantages for a non-calendar year based PGA fac1or. 
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