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Q.		Please state your name and business address.
A.		David  Wear.  150 N. Michigan Avenue, Chicago, Illinois 60601.
Q.		By whom are you employed?
A.		The Peoples Gas Light and Coke Company (“Peoples”, “Petitioner” or the “Company”).
Q.		What position do you hold with Peoples?
A.		My current title is Manager of Gas Supply Administration.
Q.		What are your responsibilities in that position?
A.		I am responsible for negotiating, contracting, and dispatching the assets that make up the gas supply portfolio of Peoples.  I also oversee the operation of Peoples’ Hub.
Q.		Please summarize your educational background and experience.
A.		I received a Bachelor of Science degree in Liberal Arts and Sciences (Geology) from the University of Illinois at Urbana-Champaign in 1981, and a Master in Business Administration fromfor the University of Illinois at Chicago in 1989.		I began my employment with Peoples in July of 1989 as a Staff Computer Control Analyst in the Information Systems Planning and Administrative Services Department.  While in that department, I worked with client areas in assessing their data processing needs and I assisted in the design, acquisition, and implementation of various computer systems.  In April of 1991 I was promoted to Associate Computer Control Analyst and participated in corporate strategic information systems planning.  I joined the Gas Supply Contracts Department in January of 1993 as a Gas Supply Contracts Analyst with responsibilities for managing term supply contracts, spot gas activities, and pipeline logistics.  Shortly after, this department merged with the Federal Regulatory Affairs Department to become Gas Supply Administration.  As a member of Gas Supply Administration, I have held the titles of Senior Gas Supply Contracts Analyst, Senior Gas Supply Trader, and Supervisor, before becoming Manager of the department in April of 2000.
Q.		What is the purpose of your testimony in this proceeding?
A.		The Company filed a petition in this proceeding requesting that the Illinois Commerce Commission enter an order approving a Master Natural Gas Contract (the “Master Contract”) between Peoples and enovate ,l.l.cL.L.C.. (“enovate”).  My direct testimony discusses the Master Contract and explains why it should be approved.
Q.		Please describe the Company.
A.		Peoples is an Illinois corporation with its general office at 130 East Randolph, Chicago, Illinois 60601.  It is engaged principally in the business of distributing and selling gas to approximately 840,000 customers in the City of Chicago.  I am advised by counsel that Peoples is a public utility subject to the jurisdiction of this Commission under the Illinois Public Utilities Act (the “Act”).
		All of the outstanding common stock of the Company is owned by Peoples Energy Corporation (“PEC”), a corporation organized and existing under the laws of the State of Illinois, having its principal office at 130 East Randolph, Chicago, Illinois, 60601.  
Q.		Please describe enovate.
A.		enovate is a Delaware limited liability company, whose members are Peoples MW, L.L.C. and Enron MW, L.L.C.  Peoples MW, L.L.C. is a Delaware limited liability company, which is a wholly owned second-tier subsidiary of PEC.  I am advised by counsel that enovate is, therefore, an affiliated interest of Peoples pursuant to Section 7-101 of the Act.
Q.		Please describe the Master Contract.
A.		A copy of the Master Contract is attached hereto as Petitioner’s Exhibit No. 1 and by reference made a part hereof.  (Note that the Master Contract has been labeled “confidential” and is being filed under seal on that basis.)  The Master Contract will govern the generally applicable terms of firm and/or interruptible purchase and sale transactions between Peoples and eEnovate, which transactions will optimize the use of the Company’s gas supply and capacity assets.
		Each transaction under the Master Contract will be memorialized in a Transaction Confirmation which sets forth the commercial terms and conditions of that transaction.  Exhibit A to the Master Contract sets forth the form of a Transaction Confirmation.
Q.		Please explain how the Master Contract will optimize use of the Company’s gas supply and capacity assets.
A.		The Master Contract will optimize the Company’s gas supply and capacity assets by allowing a variety of wide ranging transactions to take place which capitalize on market opportunities.  Through these transactions, the Company will be able to more fully utilize its supply and capacity assets.  
Q.		Please explain how optimization of Peoples’ Ggas supply and capacity assets will benefit the Company’s customers?
A.		Transactions which optimize Company assets will result in that are reflected in the calculation of the Company’s Gas Charge, Rider 2 of the Company’s Schedule of Rates, will bring a positive revenue stream that will either  be automatically flowed to customers through the operation of the Company’s Rider 2, Gas Charge, or will operate to recover fixed costs.in the form of either the commodity, or reservation cost credits, or both.  Transactions which optimize Company assets that are not reflected in the calculation of the Company’s Gas Charge would result in increased operating revenues, which would benefit customers in determining rates in the future.
Q.		What is the term of the Master Contract?
A.		The term of the Master Contract is one year from the date of Commission approval and from year to year thereafter subject to the right of either party to terminate the Master Contract on 30 days’ written notice prior to the end of the initial term or of any year-to-year extension of such initial term.
Q.		Why is the Company seeking approval of the Master Contract rather than approval of individual transactions?
A.		The Company contemplates that numerous transactions of the type contemplated by the Master Contract will be entered into by the Company and enovate.  Such transactions need to be executed quickly. The natural gas market has become one in which it is not uncommon for an opportunity to present itself, and then be gone literally minutes later.  A requirement that each such transaction receive Commission approval would effectively eliminate the ability of Peoples to enter into any transactions with enovate.
Q.		What types of transactions would be entered into under the Master Contract?
A.		In general, the transactions are purchase and sale transactions.  However, the market is producing numerous varations of purchase and sale transactions.  For example, Tthe types of transactions that would be entered into under this contract  typically fall into the following general categories:  1) Storage optimization; 2) Transportation optimization; 3) Spot purchase/sale transactions; and 4) Structured term supply.  In general, a purchase and sale transaction is the mechanism that allows these transactions to take place.
Q.		Please describe what you mean by storage optimization.
A.		For storage optimization, inter-month spreads will dictate the primary value of the transaction, but location differentials can also create additional value.  Likely storage transactions will take the form of refill programs and withdrawal optimization programs.  A storage refill program is one in which a party will agree to fill a particular Company storage asset to a predetermined amount, by a predetermined date.  The cost of the gas injected may be fixed or float with an index.  The parties share in the value generated by the optionality imbedded in the injection schedule.  Withdrawal optimization programs allow the Company to defer, or to accelerate, storage withdrawals based on current cash prices versus future prices during the withdrawal cycle.
Q.		Please describe what you mean by transportation optimization.
A.		For transportation optimization, the location differential, or basis, is the primary value component.  Transportation optimization programs can either lock-in a guaranteed value or create value through segmentation or by permitting the Company to obtain a higher load factor for its transportation assets throughout the year.
Q.		Please describe what you mean by spot purchase/sale transactions.
A.		Spot purchase/sale transactions are generally 30-day or less transactions.  These are types of transactions are commonly for one day only, and help the Company meet daily load variations.
Q.		Please describe what you mean by structured term supply.
A.		Structured term supply transactions are longer term supply arrangements, often spanning a particular season, an entire year, or more.  These often contain complex pricing options for both the buyer and seller, as will as volumetric options.  They are often entered into in order to address a specific component of the Company’s portfolio design, and may be associated with a specific transportation or storage asset.
Q.		Does the Company currently engage in transactions of the sort you have described?
A.		Yes.  The Company currently enters into transactions of the sort contemplated by the Master Contract with other, non-affiliated entities that are involved in operations similar to enovate.  I am advised by counsel that such transactions with non-affiliates do not require prior Commission approval.  However, such transactions with non-affiliated interests would be subject to Commission review in Gas Charge reconciiation proceedings, as would transactjons with enovate under the Master Contract.  In fact, Peoples has entered into master agreements similar to the Master Contract with such other, non-affiliated entities.   Adding another entity, enovate, to the companies that Peoples is able to contract with can only help to optimize the use of Peoples’ assets.
Q.		Would the fact that enovate is an affiliate of the Company affect the Company’s negotiation of any transaction covered by the Master Contract?
A.		No.  All transactions with enovate would be at arms length; enovate would not receive any preferential treatment.  Peoples would keep records of all transactions for regulatory review.  
Q.		How do the level of management fees and other compensation which will be paid to enovate compare to such fees and compensation paid to non-affiliates under similar transactions?
A.		The Company plans to use sharing mechanisms in which initial dollars and potential future uplift dollars are allocated between entities.  The mix between initial and potential revenue may change from time to time.  In each case, the level of compensation and value sharing for all transactions entered into with enovate will be consistent with those entered into with non-affiliates.
Q.		Will the Master Contract interfere with the Company’s operation of its public utility business or with the performance of its duties to the public. 
A.		No.  
Q.		Is the Master Contract in the best interests of the Company and the customers it serves?
A.		Yes.
Q.		Does this conclude your direct testimony?
A.		Yes it does.
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