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UNITED STATES OF AMERICA

BEFORE THE

FEDERAL ENERGY REGULATORY COMMISSION

Transcontinental Gas Pipe Line Corporation
  Docket No. RP06-_____

PREPARED DIRECT TESTIMONY

OF

 PAUL F. EGNER
Q.
Please state your name, current position and business address.

A.
My name is Paul F. Egner.  I am Director of Customer Services for Transcontinental Gas Pipe Line Corporation (“Transco”).  My business address is 2800 Post Oak Boulevard, Houston, Texas 77056.

Q.
Please summarize your education and professional background.

A.
I graduated in 1983 from Texas A&M University with a B.S. degree in Civil Engineering, and in 1988 I graduated from the University of Houston with a Master of Business Administration degree.



In 1984, I joined Transco in the Engineering Department.  I have held various management positions in the Gas Control, Customer Services and Operations Control departments.  In 2000, I was named to my present position.

Q.
Please outline your current responsibilities with Transco.

A.
In my capacity as Director – Customer Services, I am responsible for working with Transco’s customers – local distribution companies (“LDCs”), power generators, producers and marketers – to meet their gas transportation and storage requirements, in accordance with Transco’s FERC Gas Tariff (“tariff”) and policies and procedures.  This includes providing ongoing support related to existing firm and interruptible services and capacity release, as well as developing new services and negotiating interconnect and Operational Balancing Agreements.  In my position, I am generally familiar with Transco’s tariff and transportation arrangements.

Q.
Have you previously submitted testimony before the Federal Energy Regulatory Commission?
A.
Yes. I submitted testimony related to various tariff and service issues in Transco’s general rate proceeding in Docket No. RP01-245.
Q.
What is the purpose of your direct testimony in this proceeding?

A.
I am responsible for the projected transportation and storage reservation, capacity and throughput quantities for the test period ending February 28, 2007.

Q.
Are you sponsoring any statements, schedules or exhibits in conjunction with your direct testimony?
A.
Yes.  I am sponsoring Schedule G-3, which specifies, quantifies and justifies each test period adjustment made to the base period actual reservation, capacity and throughput quantities shown in Schedule G-1.  This schedule was prepared under my supervision and direction.
Q.
Please summarize generally how the projected test period transportation and storage quantities were determined.
A.
Beginning with the base period quantities shown on Schedule G-1, I made adjustments to derive the projected test period quantities based on current and expected market and supply sourcing trends on the Transco system.  I also adjusted reservation and commodity quantities for the test period to reflect known changes in contract quantities.
Q.
Turning first to the projected firm transportation reservation and commodity throughput quantities as shown on Schedule G-3, please specify the adjustments that were made, and quantify them where appropriate.

A.
I made adjustments to firm transportation reservation determinants to reflect contract quantities that became effective, expired, or were reduced during the base period.  First, Alabama Gas Corporation turned back capacity effective November 1, 2005, thereby reducing its contract quantity from 103,500 Dts/day to 73,500 Dts/day.  The test period firm transportation reservation determinants were adjusted downward by 4,590,000 Dts to account for this contract reduction.  Second, certain contracts for capacity on the Southeast Louisiana Lateral expired during the base period and new contracts for capacity on the Southeast Louisiana Lateral became effective during the base period or will become effective during the test period.  A net adjustment downward of 6,068,184 Dts to the firm transportation reservation determinants was made to reflect these changes in contracted capacity on the Southeast Louisiana Lateral.  Third, the Central New Jersey Expansion Project was placed in service on November 1, 2005, and annualizing the 105,000 Dts/day of capacity results in an adjustment upward of 16,065,000 Dts to the firm transportation reservation determinants relative to base period billing determinants.  Fourth, I made an adjustment downward of 3,825,000 Dts to the firm transportation reservation determinants to reflect the expiration in October 2005 of a firm transportation contract on the Mobile Bay lateral for capacity which is not expected to be re-contracted during the test period. Finally, the New York Power Authority (“NYPA”) held capacity of 30,840 Dts/day under Rate Schedule FT-NT which, effective July 1, 2006, was converted to service under Rate Schedule FT.  An adjustment of 11,256,600 Dts was made to reflect the reclassification from Rate Schedule FT-NT to Rate Schedule FT.


Firm transportation commodity volumes associated with these adjusted reservation quantities were similarly adjusted.  Except for the adjustments for short-term firm transportation service described below, all other firm transportation commodity volumes were unadjusted from the base period levels.


Q.
Are there any other adjustments to non-incrementally priced firm transportation reservation and commodity throughput quantities for the test period?

A.
Yes.  I have made adjustments for short-term firm transportation service, which is defined as non-incrementally priced firm transportation service with a term of less than one year.  I have made a downward adjustment of 5,840,000 Dts to the base period non-incrementally priced firm transportation reservation determinants to reflect Mobile Bay lateral short-term firm transportation contracts that expired during the base period. This Mobile Bay adjustment is different from the 3,825,000 Dts adjustment previously described because the underlying contracts had terms that were less than one year; therefore, they are considered short-term firm transportation service. In addition, one short-term firm contract in effect during the base period was for service that used the previously described capacity turned back by Alabama Gas Corporation.  This contract expired during the base period and an open season for the capacity resulted in no new contract; therefore, the capacity is not expected to be re-contracted prior to the end of the test period.  A downward adjustment of 1,210,000 Dts to the firm transportation reservation determinants was made to reflect the expiration of that contract. Firm transportation commodity volumes associated with these adjusted short-term firm reservation quantities were similarly adjusted.


Short-term firm reservation and commodity throughput volumes also include firm backhaul transportation service.   I am projecting that the level of firm backhaul transportation service will remain unchanged from the base period.  This projection is based on market interest and historical usage levels that were the result of monthly open seasons held during the previous three years.  There is no reason to presume that the level of interest shown in the recent past will change within the test period.
  
Q.
Please explain your test period throughput adjustments to Transco’s IT Feeder volumes.

A.
Interruptible transportation is considered to be an interruptible feeder, or IT Feeder, when such transportation feeds a firm receipt point where Transco provides firm transportation service.  IT Feeder volumes were adjusted upwards by a net 7,247,627 Dts primarily to offset the effects during the base period of Hurricanes Katrina and Rita in August and September 2005. The hurricanes caused damage to pipeline infrastructure, primarily offshore, in Transco’s Rate Zones 2 and 3 that reduced the amount of gas available on the supply laterals in those zones, and resulted in short term changes in the normal patterns of gas flows both during the hurricanes and subsequently while repairs to damaged facilities were made (herein referred to as hurricane outages).

 
First, an adjustment of 2,200,000 Dts was made to the base period volumes to reduce IT Feeder volumes for gas received in Zone 1 and delivered to Zone 1 because gas on the Central Texas Gathering System (“CTGS”) that normally was transported using Tennessee Gas Pipeline’s capacity on that system was diverted to Transco’s capacity on that system during the hurricane outages. The CTGS capacity is jointly owned by Tennessee and Transco and shippers have the option to utilize capacity of either pipeline in order to fulfill market requirements.  During the hurricane outages, some shippers elected to deliver gas to Transco, and not Tennessee, to meet market needs on Transco. Second, an adjustment of 1,200,000 Dts was made to reduce the base period IT Feeder volumes for gas received in Zone 2 and delivered to Zone 1 to eliminate higher than normal volumes received at the Valero Wharton and Tejas White Oak Bayou pipeline interconnects during the hurricane outages.  Third, an adjustment of 16,818,589 Dts was made to increase IT Feeder volumes for gas received in Zone 2 and delivered to Zone 2 since the base period volumes are understated due to the hurricane outages.  Fourth, an adjustment of 3,400,000 Dts was made to decrease IT Feeder volumes for gas received in Zone 2 and delivered to Zone 3 because volumes in Zone 2 were able to flow to Zone 3 during the hurricane outages due to the availability of IT capacity on the mainline not normally available to the Station 65 pool.  Fifth, an adjustment of 420,000 Dts was made to decrease IT Feeder volumes for gas received in Zone 3 and delivered to Zone 4 to eliminate (i) higher than normal volumes received from the interconnect with Garden Banks Pipeline on the Southeast Lateral due to hurricane outages on third party pipelines that normally take the volumes from Garden Banks Pipeline and (ii) volumes received at the Station 65 pool that were transported to Zone 4 during the hurricane outages.  Sixth, an adjustment of 2,000,000 Dts was made to decrease IT Feeder volumes for gas received in Zone 4 and delivered to Zone 3 to eliminate higher than normal backhauls for gas transported from the Station 85 pool to Zone 3 to meet market demands during the hurricane outages.  


Additionally, IT Feeder volumes received and delivered within Zone 3 have been decreased during the test period as a result of an increase in receipts at the mainline interconnect with Trunkline Gas Company, LLC (“Trunkline”) in Zone 3.  In February 2006, Trunkline expanded the meter station at its Ragley interconnect with Transco in Zone 3 to increase the amount of gas Transco can receive from the Trunkline-Ragley interconnect from 220,000 Dts/day to 700,000 Dts/day. Receipt volumes at Ragley increased from an average of 106,509 Dts/day in the month preceding the expansion to an average of 240,974 Dts/day in the six months following the expansion.  The Trunkline-Ragley interconnect is a Zone 3 mainline interconnect receipt point used by Transco’s firm transportation shippers with contract entitlements in Zone 3.  The increase in firm transportation activity from the Ragley interconnect is expected to continue to displace IT Feeder volumes in Zone 3. 
Q.
Are there any test period adjustments to non-IT Feeder interruptible transportation throughput?

A.
Yes, an adjustment was made to reduce Rate Schedule IT (non-IT Feeder) throughput relative to the base period by 8,605,543 Dts due to Hurricanes Katrina and Rita. First, an adjustment of 1,500,000 Dts was made to decrease IT volumes received in Zone 2 and delivered to Zone 1 to eliminate higher than normal receipts at the Katy Hub, Valero Wharton, and Tejas White Oak pipeline interconnects during the hurricane outages and subsequent repairs.  Second, an adjustment of 4,860,133 Dts was made to increase IT volumes received in Zone 2 and delivered to Zone 2 to reflect the restoration of production from the North High Island and West Cameron offshore systems that was shut-in due to damage to facilities caused by Hurricane Rita.  Third, an adjustment of 209,848 Dts was made to decrease IT volumes received in Zone 2 and delivered to Zone 3 to offset receipts of gas from UTOS during the Hurricane Rita outage that normally would have been received on the North High Island and Cameron offshore systems had it not been for the hurricane outages.   Fourth, an adjustment of 8,399,748 Dts was made to decrease IT volumes received and delivered within Zone 3 to eliminate higher than normal volumes of Plant Thermal Reduction (“PTR”) needed at the North Terrebonne Processing Plant.  Outages on third party pipelines caused by Hurricane Rita resulted in higher than normal volumes of gas being received from the Garden Banks Pipeline interconnect.  It was necessary to process these additional volumes because of the high BTU and heavier hydrocarbon content, which increased the IT volumes for PTR required at the plant.  Fifth, an adjustment of 2,214,153 Dts was made to decrease IT volumes received in Zone 3 and delivered to Zone 4 because of hurricane outage periods in August and September, 2005 on the Mobile Bay lateral.  Sixth, an adjustment of 312,421 Dts was made to decrease IT volumes received in Zone 3 and delivered to Zone 4B that occurred in August 2005 due to Hurricane Katrina because of hurricane outages on the Mobile Bay lateral. 
Q.
Please explain the adjustment to gathering quantities.

A.
The base period gathering quantities were increased by 245,109,860 Dts to reflect the refunctionalization of certain transmission facilities to gathering facilities as described in the direct testimony of Transco witness Charlotte Hutson.  Also, the North Padre Island (NPI) gathering quantities of 7,248,031 Dts were adjusted to zero, since a gathering charge no longer applies to receipts on Transco’s NPI facilities. 
Q.
Were any adjustments made to storage quantities?
A.
Yes, adjustments of 1,038,464 Dts for demand, 114,214,320 Dts for capacity, 239,534 Dts for injection and 375,705 Dts for withdrawal were made to decrease the reservation and commodity determinants for Rate Schedule SS-2 to reflect the termination and abandonment during the base period of a contract for Rate Schedule SS-2 service held by KCS Energy Services, Inc., effective March 31, 2006. 
Q.
Did Transco discount rates for transportation volumes during the base period?
A.
Yes.
Q.
Why is it necessary for Transco to discount transportation volumes?

A.
Transco is permitted to discount, on a nondiscriminatory basis, in order to meet competition. Selective discounts benefit all customers, including customers who do not receive the discount, because discounts allow Transco to increase throughput and spread its fixed costs over more transportation volumes. Discounting interruptible transportation volumes to meet gas-on-gas competition from other interstate pipelines is necessary, especially in Transco’s production area.      
Q.
What rates were assumed for the discounted transportation volumes projected for the test period?

A.
The discounted rates actually charged to shippers during the base period were assumed to continue during the test period.  Mr. Turkington explains in his testimony the process utilized to calculate the discount adjusted volumes for the test period.


Q.
Would the use of the foregoing projected test period levels of throughput in designing Transco’s final rates in this proceeding eliminate all risk of under recovery of costs for Transco?

A.
No.  Additional downward adjustments in throughput would have to be made in order to provide anything close to a “risk-free” throughput design.  I have provided a projection for rate design purposes, which reasonably reflects the test period throughput that Transco anticipates.  

Q.
Is throughput a matter over which Transco has control?

A.
By and large, no.  Transco is an open access pipeline with unbundled firm transportation services provided in conjunction with an IT Feeder rate design and service structure in its principal supply area.  Moreover, the availability of mainline interconnect capacity, capacity release transactions and other secondary market transactions creates options for customers to displace what historically were interruptible transportation transactions on Transco’s system.  Transco has no control over such displacement because Transco cannot control how customers use their transportation capacity rights.  In this regard, I would note that Transco continues to have an active release market with over 3,800 capacity release transactions executed during the base period for this rate  proceeding.   Thus, Transco cannot control the mix of its throughput as between firm transportation and interruptible transportation transactions.



Moreover, Transco’s overall system throughput depends on a number of outside factors, including total energy demand in Transco’s market area, the price and availability of gas supplies, competition from other interstate and intrastate pipelines, competition from new sources of LNG, Canadian gas, alternative supply sources and transmission of electric power, future regulatory and judicial action, weather conditions and the condition of gas markets generally. 

Q.
Is throughput projection an exact science?

A.
No.  While the recent past can be a useful tool in predicting the future, particular past outcomes could have been affected by many factors that may not recur or that are known to be changing.  The continually evolving gas and electric industry regulatory environment, both at the state and federal levels, is dynamic enough that the past may often be a less, rather than more, useful tool on which to base expectations about future trends.  Because of these uncertainties, forecasting throughput is always, to a large degree, a matter of business judgement, rather than one of quantifiable, empirical analysis.
Q. 
Does this conclude your direct testimony in this proceeding?

A.
Yes.


