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REBUTTAL TESTIMONY OF
MICHAEL T. LANGSTON
CASE NO. GR-2001-382

MARCH 18, 2003

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS FOR THE RECORD.
My name is Michael T. Langston. My business address is Energy Worx, 221 West 6"

Street, Suite 1900, Austin, Texas 78701,

ARE YOU THE SAME MICHAEL T. LANGSTON THAT HAS PREPARED
DIRECT TESTIMONY IN THE PROCEEDING?

Yes.

PLEASE STATE THE PURPOSE OF YOUR REBUTTAL TESTIMONY.
The purpose of my rebuttal testimony is to address certain issues raised in the direct
testimony of Missouri Public Service Commission (“Commission™) Staff (“Staff)

Witnesses Lesa A. Jenkins and David M. Sommerer. Specifically, my rebuttal testimony

will address:

* Ms. Jenkins’ misuse of, and incorrect reliance on, storage data in her analysis
of MGE’s storage purchasing practices, and the fundamental flaws associated
with her approach;

+ the arbitrary nature of Ms. Jenkins’ proposed 30% monthly minimum hedging
position and its inconsistency with the Commission’s prudence standard;

*  Mr. Sommerer’s claims that MGE already had Commission authority to hedge
prior to the winter of 2000/2001; and

+ the lack of support for, and significant errors inherent in, Mr. Sommerer’s
position regarding the release of MGE’s capacity on KPC.
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PURCHASING PRACTICES - STORAGE

Incorrect Use of Information

Q.

PLEASE DESCRIBE THE INFORMATION USED BY MS. JENKINS IN HER
DIRECT TESTIMONY TO ASSESS MGE’S STORAGE PURCHASING
PRACTICES.

In order to evaluate Missouri Gas Energy’s (“MGE’s™) storage purchasing practices for
the winter of 2000/2001, Ms. Jenkins states in her direct testimony that she has relied on
MGE’s responses to Staff Data Request (“DR”)} Numbers 21, 28, and 68, as well as

information from various Reliability Reports.

FIRST, WITH REGARD TO THE DATA RESPONSES, ARE THERE DISTINCT
DIFF ERENCES IN THE INFORMATION PROVIDED IN THE RESPONSES TO
THESE DATA REQUESTS?

Yes. While the information provided in these responses generally relates to storage

injections and withdrawals, it is important to understand the differences in the

information provided in these responses.

First, the response to DR Number 28 primarily addressed the method by which MGE
calculates its average storage inventory cost. As such, there were detailed schedules
included in the response that showed volumes purchased and average storage cost
calculations. In addition, included as part of the response to DR Number 28 was a listing

of the storage injection and withdrawal schedules for the 2000/2001 year. In these
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schedules, the columns labeled “Original Plan” generally represented the planned
injection and withdrawal levels from MGE’s storage on the Williams Gas Pipeline
Central (“Williams”) and Panhandle Eastern Pipe Line (“PEPL”) systems. These
numbers represented the planned levels of injections and withdrawals entering the
injection or withdrawal season, respectively (hereafter referred to as MGE’s “baseline”

storage plan).

Second, the responses to Staff’s DR Numbers 21 and 68 show MGE’s storage plans for
the same time period, but the data has been updated based on actual results on a month-
to-month basis as MGE moved through the year. For example, the data for January
would reflect the actual results experienced by MGE for November and December and
include any necessary modifications to the baseline levels that would need to be made to
J anuary’s'. withdrawals as a result. Therefore, the storage information provided in these
two responses effectively represents monthly storage plans that have been updated during
the winter heating season based on knowledge of the facts at the time. Attached as
Schedules MTL-17, MTL-18, and MTL-19 are copies of MGE’s responses to Staff’s DR

Numbers 21, 28, and 68, respectively.

WOULD YOU PLEASE GENERALLY COMPARE AND CONTRAST THE
INFORMATION USED BY MS. JENKINS FROM DR NO. 28 VERSUS THE
INFORMATION SHE USED FROM DR NOS. 21 AND 68?

Table 1 below generally compares and contrasts the information used by Ms. Jenkins

from DR Numbers 28 and the information she used from DR Numbers 21 and 63.



Table 1: Comparison of Storage Information Contained in DR Numbers 21, 28

and 68
DR No. 28 DR Nos. 21 and 68
Information Source ACA Filing Monthly Supply Planning
MGE Baseline Winter Storage | Documents Dated:
Plan » 10/23/00
«  11/28/00
«12/20/00
« 01/17/01
«  02/16/01
Purpose of the Information Annual Baseline Storage Monthly Scheduling and
Planning Nominations
Time Information Prepared Spring to Early Summer Week Prior to Beginning of
Preceding the ACA Year that |Upcoming Month to Which It
begins July 1 Applies:
< 10/23/00 for Nov 2000
« 11/28/00 for Dec 2000
«  12/20/00 for Jan 2001
« 01/17/01 for Feb 2001
» 02/16/01 for Mar 2001
Information Available for Prior Years’ Supply + Expected Normal
Preparation of Documents Requirements and Actions Consumption Volumes;
. * Known History of Current
Heating Season;
* Forecasted Weather.

Q. HOW HAS MS. JENKINS’ USED THE INFORMATION PROVIDED IN THESE
DATA RESPONSES IN HER DIRECT TESTIMONY?

A, Ms. Jenking’s utilizes the data response information in an attempt to paint the picture that
MGE’s gas supply planning is flawed because MGE’s planned storage withdrawal

pattern does not track the long-run average distribution of heating degree days over the
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winter heating season. For example, on page 15, lines 13 through 16 of her direct
testimony, Ms. Jenkins claims that:

...MGE’s planned withdrawals show that the largest planned withdrawal

is in November, the heating season month with the fewest number of

heating degree days, and the smallest planned withdrawal is in January,

the heating season month with the greatest number of heating degree days.

(Direct Testimony of Lesa Jenkins, Case No. GR-2001-382, January 13,

2003, page 15, 1. 13-16).
Specifically, Ms. Jenkins implies that MGE “planned” on withdrawing volumes from
storage in January 2001 that were lower than any of the remaining months of the winter

of 2000/2001, or in other words, “planned” on withdrawing less than 10% of its

maximum storage quantity in January 2001.

IS THERE A PROBLEM WITH MS. JENKINS’ USE OF THIS DATA
RESPONSE INFORMATION IN HER DIRECT TESTIMONY?

Yes. There is a significant problem with Ms. Jenkins’ use of this storage information in
her direct testimony because she utilizes the information incorrectly, i.e., she utilizes the
information for a purpose that it was not intended and that is not relevant to her proposal.
As explained earlier, the responses to DR Numbers 21 and 68 are reflective of monthly
storage plans that have been updated to account for actual information known during the

winter heating season. In other words, they are not representative of MGE’s baseline

storage plan entering the winter heating season. As noted above, the information
provided for January 2001 is reflective of the storage activity that had already occurred in
November and December 2000. In addition, the documents provided at the end of DR
Number 68 are actually from Williams pipeline regarding William’s estimates of MGE’s

storage withdrawals for the winter of 2000/2001. These documents were not prepared by
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MGE and were only provided to Staff in the response to DR Number 68 to show the
actual withdrawals from the Williams storage for the winter of 2000/2001. Thus, the
storage volumes presented in the responses to DR Numbers 21 and 68 have been adjusted
from MGE’s baseline storage plan developed prior to the winter heating season and will

obviously look different every year due to differences in actual weather patterns.

The only “planned” storage withdrawal volumes going into the winter of 2000/2001 that
were prepared for storage dispatch planning purposes, and thus are relevant to Ms.
Jenkins’ approach, are the volumes presented in the response to DR Number 28, This
baseline storage plan has generally remained the same since the winter of 1998/1999, and

is presented in Table 2 below:

Table 2: MGE Baseline Storage Plan for Winter of 2000/2001 (as presented on
DR Number 28 and on Schedule MTL.-18)

November 4,150,166 MMBtu
December 3,454,240 MMBtu

January 3,464,251 MMBtu
February 3,162,867 MMBtu
March 2,247,507 MMBtu

As shown in the response to DR Number 28 and in the table above, the projected storage
withdrawal volume for January 2001 was the second highest winter storage withdrawal
volume of the winter heating season behind only the withdrawals projected for November
2000. Therefore, it is inappropriate of Ms. Jenkins to utilize the information in the
responses to DR Numbers 21 and 68 in the context of baseline storage planning since the
storage figures in those responses were not prepared in the context of storage planning

prior to the winter heating season and are not representative of MGE’s storage planning.
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WAS THE INFORMATION MGE PROVIDED IN THE RESPONSES TO DR
NUMBERS 21 AND 68 EVEN AVAILABLE PRIOR TO THE WINTER OF
2000/2001?

No. As I discussed above, the storage information in those responses was updated based
on information known during the winter of 2000/2001 based on the circumstances that
existed at the time. Thus, the information in those responses was clearly not available
when MGE developed its baseline storage plan prior to the winter of 2000/2001, which
was generally the same plan that it had used since the winter of 1998/1999. Therefore,
the use of this information by Staff to criticize MGE’s baseline storage planning is
misplaced, hindsight review that is inconsistent with the Commission’s prudence
standard, and simply without merit. In fact, the entire discussion in Ms. Jenkins’ direct
testimon); from page 17, line 1 through page 18§, line 16 is entirely without foundation, as
the premise of her arguments is based on data that are not reflective of the purpose for

which she is using the data.

WAS MGE’S BASELINE STORAGE PLAN FOR THE WINTER OF 2000/2001
CONSISTENT WITH MGE’S PLAN FOR THE PREVIOUS WINTERS?

Yes. As stated in my direct testimony and as shown in Table 3 below, MGE’s storage
utilization plan for the winter of 2000/2001 was consistent with the baseline storage
utilization plans since the winter of 1998/1999. MGE’s baseline storage plan for the
winter of 1999/2000 was provided to Staff in the response to DR Number 27 in Case No.

GR-2000-425, a copy of which is provided as Schedule MTL-20. The baseline storage

10
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plan for the winter of 1998/1999 was, to my knowledge, never provided to Staff since it
has not been asked for by Staff in any proceeding. However, the baseline withdrawal
levels for November 1998 were reflected in copies of the Sendout® computer model

outputs provided to Staff shortly after November 1, 1998.

Table 3: MGE Storage Plan for the Winter of 1999/2000 (as. shown in Schedule
MTL-20)

Winter 1999/2000
November 4,129,600 MMBtu
December 3,422,720 MMBtu

January 3,431,360 MMBtu
February 3,178,067 MMBtu
March 2,135,523 MMBtu

As can be seen clearly in Table 3 above, MGE’s storage plan was generally the same for
the winte;: prior to the winter of 2000/2001 at issue in this proceeding, and was generally
the same as for the winter of 1998/1999 as well. Although Staff has conducted yearly
ACA audits, Staff has never previously indicated to MGE that its baseline storage plan in

use since 1998/1999 was unreasonable.

IS MS. JENKINS® POSITION IN THIS PROCEEDING CONSISTENT WITH
STAFF’S PRIOR POSITIONS REGARDING THE APPROPRIATE LEVEL OF
MGE’S STORAGE INVENTORY?

No. Attached as Schedule MTL-21 is a copy of the direct testimony and supporting
schedules filed by Mr. James A. Busch, then a member of Staff, in Case No. GR-98-140
on March 10, 1998. In Mr. Busch’s direct testimony in that rate case, he dealt with

calculations involving an appropriate “normalized” level of storage injections and

11
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withdrawals in order to calculate an appropriate inventory price level for working capital
purposes. In Schedule 1 and Schedule 2 attached to Mr. Busch’s testimony, are
projections of storage mnventory on the Williams and PEPL systems. Specifically, for
November, Mr. Busch proposed a “normal” storage withdrawal level of approximately
3.3 Bef. This level is significantly higher than the “normal” storage withdrawal
calculated by Ms, Jenkins, shown on Table 3-1 of Schedule 13-2 of her direct testimony
that shows a “normal” storage withdrawal level for November of approximately 2.5 Bcf.
Therefore, Staff previously proposed a level of storage withdrawals that was
approximately 32% greater than the “normal” storage withdrawal level calculated and
being utilized by Staff in this proceeding. This reinforces my point that Ms. Jenkins has
misused the data in this proceeding based on hindsight and does not reflect the baseline
storage plan utilized by MGE.

IN CASE NO. GR-98-140, DID MR. BUSCH USE A HEATING DEGREE DAY
DISTRIBUTION FOR HIS CALCULATION OF “NORMAL” STORAGE
WITHDRAWAL LEVELS?

No.

IN YOUR OPINION, WHY DO YOU THINK THAT THERE IS A DIFFERENCE
BETWEEN STAFF’S POSITION IN THAT PROCEEDING AND STAFF’S

POSITION IN THIS PROCEEDING?

12
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In my opinion, it appears to simply be an attempt by Staff at using data that best fits their
position at the time, regardless of whether the data is relevant to the way Staff is using it,

which is clearly the case of Ms. Jenkins’ direct testimony in this proceeding.

Flaws With Staff’s First-of-Month Supply Proposal

Q.

DO THE PROBLEMS WITH MS. JENKINS’ MISUSE OF THE INFORMATION
IMPACT HER ANALYSIS OF MGE’S PLAN FOR ORDERING FIRST-OF-
MONTH FLOWING SUPPLIES AND HER PROPOSED PLAN FOR STORAGE
WITHDRAWALS?

Yes. Ms. Jenkins’ allegations regarding MGE’s plan for first-of-month flowing supplies

and storage utilization are both severely flawed.

WHAT IS MS. JENKINS POSITION WITH REGARD TO MGE’S PLAN FOR
ORDERING FIRST-OF-MONTH SUPPLIES?

Ms. Jenkins claims on pages 19-24 in her direct testimony that MGE should, at a
minimum, have sufficient planned first-of-month flowing supplies to cover warm weather
requirements for November through January. Specifically, with regard to November

2000, Ms. Jenkins states:

Staff’s review of the Company decisions shows that for the month of
November 2000, the Company did not plan on and nominate enough term
gas [first-of-month flowing supplies] to cover even warm month
requirements (natural gas requirements for warmest November weather).
If the Company had planned on term gas to cover warmest month
requirements, then less storage withdrawals would have been necessary in
November 2000, leaving the storage gas for the normally colder months to
come. (Direct Testimony of Lesa Jenkins, Case No. GR-2001-382,
January 15, 2003, page 21, line 22 through page 22, line 5).

13
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Ms. Jenkins continues with a similar analysis for December and January as well,
consistently alleging that MGE should have ordered first-of-month flowing supplies to

cover warm month requirements.

IS STAFF’'S APPROACH OF ORDERING FIRST-OF-MONTH FLOWING
SUPPLIES BASED ON WARMEST MONTH REQUIREMENTS A
REASONABLE APPROACH FOR MGE?

Absolutely not. In addition to using data incorrectly and for a purpose that it was not
intended, Ms. Jenkins also erroneously claims that ordering first-of-month flowing
supplies for MGE based on warmest month requirements is prudent. Planning for first-

of-month flowing supplies in the manner Ms. Jerkins proposes would present operational

~ problems I discussed in my direct testimony, and be potentially financially harmful due to

the intra-month demand variability that is experienced on MGE’s system.

Ms. Jenkins is supporting a position for planning and scheduling first-of-month flowing

supplies that is too simplistic and disregards the daily demand variability that is

experienced within a month. In other words, Ms. Jenkins’ position incorrectly assumes
that first-of-month flowing supplies should be scheduled based on average monthly
demand when, in fact, it is more appropriate and prudent to plan and schedule first-of-

month flowing supplies based on baseload monthly demand. As stated in my direct

testimony, by baseload, I mean that MGE and other LDCs plan their level of first-of-
month flowing supplies on a minimum level of daily demand that is projected to occur on

any day during the month, or in other words, a baseload level of flowing supplies that

14
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customers will consume each and every day for the month. For example, as shown on
Ms. Jenkins’ Schedule 3-2, she supports a warm month usage for November of 5,591,673
MMBtu, which translates into a daily scheduled flowing supply volume of 186,389
MMBtw/day (i.e., 5,591,673 divided by 30 days in November). Therefore, Staff is
claiming that MGE should order, at a2 minimum, first-of-month flowing supplies of
186,389 MMBtu/day for the month of November, even though there are normally a
significant number of days in November for which demand is substantially lower than
186,389 MMBtu. Schedule MTL-15 in my direct testimony illustrated this exact point
and even used a flowing supply volume for Staff fhat was lower than what Ms. Jenkins
has supported in her direct testimony (i.e., 181,265 MMBtu/day versus 186,389
MMBtu/day). Therefore, the problems with Staff’s proposal presented in Schedule

MTL-15 would only be magnified even further if Ms. Jenkins’ numbers were utilized.

DOES MS. JENKINS ADMIT THAT HER ANALYSIS DOES NOT ACCOUNT
FOR DAILY WEATHER VARIABILITY?

Yes. When asked in a recent data request in this proceeding, Ms. Jenkins admitted that
her storage analysis in this proceeding did not account for any daily weather variability:

DR #34: Please indicate, yes or no, whether any of the analysis
included within or referred to by Ms. Jenkins’ direct testimony
and supporting schedules accounts for daily weather variation
as opposed to average monthly weather variation.

Response: No. The information provided to Staff by the Company is
based on monthly planning. See the Company Reliability
Reports and the Company responses to DR Nos 21, 28, and
68. The daily numbers are shown in part of the Company DR
responses, but the daily average reported by the Company are
simply the monthly total divided by the number of days in the
month. From information provided by the Company, it is

15
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Staff’s understanding that storage injections and withdrawals
are used to absorb daily variations and the Company may also
utilize swing or spot flowing gas for daily variations.
(Response of Lisa Jenkins to Data Request Number 34, Case
No. GR-2001-382, February 24, 2003.)

Attached as Schedule MTL-22 is a copy of this data request and response.

ARE THERE OTHER FACTORS THAT MS. JENKINS HAS NOT TAKEN INTO
ACCOUNT?

Yes. 1 have shown on Schedule MTL-16 attached to my direct testimony that, as a result
of the warm weather experienced in October 2000, MGE entered into a short-term
interruptible storage contract with Williams to accommodate additional storage volumes
injected in excess of its contracted Maximum Storage Capacity. As such, MGE did not
have the operational flexibility to inject any “daily swing” quantities into storage in early
November. Therefore, it was even more important to plan flowing gas volumes for
November 2000 based on minimum baseload consumption expectations instead of

average monthly numbers as utilized by Ms. Jenkins.

PLEASE EXPLAIN THE PROBLEMS WITH STAFF’S APPROACH TO
ORDERING FIRST-OF-MONTH FLOWING SUPPLIES BASED ON AVERAGE
MONTHLY DEMAND INSTEAD OF BASELOAD MONTHLY DEMAND.

As explained in my direct testimony, Staff’s proposed approach to ordering first-of-
month flowing supplies could be both costly and potentially harmful to MGE’s customers
by negatively impacting reliability. Staff’s proposal, when reviewed over the long-term,

could result in MGE ordering supplies for the upcoming month that are well in excess of

16




10

11

12

13
14
15
16
17
18
19
20
21
22
23
24
25

26
27

demand on most days. Therefore, MGE could be forced to sell a significant amount of its
excess first-of-month flowing supI;Iies in the market at precisely the time when demand
would be at its lowest, supplies of gas would be relatively easy to obtain, and thus, the
price in the market would be at its lowest. This is particularly true in November since
storage injection capabilities are low. MGE would effectively be dumping gas into the
market at prices likely well below the price for which it had purchased the gas at the first-
of-month index. In addition, if MGE was unable to sell all or a portion of the excess
first-of-month flowing supplies and operationally could not temporarily “store” the gas
on the pipeline (subject to imbalance penalties), MGE would potentially be forced to

abrogate its supply contract and thus risk the reliability of its existing and future supplies.

-‘-Flaws With Staff’s Storage Withdrawal Proposal

Q.

WHAT HAS MS. JENKINS PROPOSED REGARDING THE PLAN THAT MGE
SHOULD HAVE UTILIZED FOR STORAGE WITHDRAWALS FOR THE
WINTER OF 2000/2001?
In her direct testimony, Ms. Jenkins says that MGE should have utilized what she calls an
“expected” storage utilization plan. In other words, Staff’s proposed “expected” storage
utilization plan is what Staff claims that MGE should have utilized for the winter of
2000/2001 based on the normal monthly distribution of heating degrees days throughout
the winter heating season. As stated in Ms. Jenkins’ direct testimony:
Staff would also expect that the planned storage withdrawals for normal
weather would be distributed based on the normal distribution of heating
degree days in the heating season months ~ thus more storage would be
utilized in the coldest heating secason month of January and the least
storage would be utilized in the warmest heating season month of

November. (Direct Testimony of Lesa Jenkins, Case No. GR-2001-382,
January 15, 2003, page 20, 1l. 5-9).
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Staff’s “expected” storage utilization approach is shown on Schedule 13-2 of Ms.
Jenkins® direct testimony in Table 3-1. As I have indicated previously, this is a flawed

and simplistic approach.

WHAT IS THE PROBLEM WITH STAFF ASSUMING THAT STORAGE
SHOULD BE WITHDRAWN APPROXIMATELY ACCORDING TO HOW THE
HEATING DEGREE DAYS ARE DISTRIBUTED BY MONTH THROUGHOUT
THE WINTER HEATING SEASON?

Ms. Jenkins® proposal suffers from two significant flaws: (i) it does not account for any
intra-month weather variability; and (ii} actual demand does not necessarily follow the

average heating degree day distribution as Ms. Jenkins has proposed.

PLEASE EXPLAIN THE FIRST FLAW WITH MS. JENKINS® ANALYSIS.
The first flaw with Ms. Jenkins’ proposed storage utilization plan is that, again, it does
not account for any weather variability during each of the months of the winter heating

season, or the daily variability in heating demand within the month. It is important to

remember that MGE’s use of storage is driven by many factors, first and foremost of
which are the operational considerations of maintaining system reliability and flexibility.
Therefore, as explained in my direct testimony, since November is the most variable
month in terms of heating demand, and storage is the supply resource most capable of
supporting this variability, MGE plans on utilizing the greatest level of storage during

November,

18
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BEFORE YOU DISCUSS THE SECOND FLAW, IS IT APPROPRIATE FOR
MGE’S PLANNED STORAGE WITHDRAWALS TO BE HIGHER IN
NOVEMBER THAN IN JANUARY, EVEN THOUGH THERE ARE A GREATER
NUMBER OF HEATING DEGREE DAYS IN JANUARY?

Yes. As discussed in my direct testimony, the storage withdrawal volumes for November
2000 are intentionally higher than December 2000 and January 2001 for a very important
reason, i.e., MGE experiences significant weather variability in November in its service
territory and storage provides the needed flexibility to appropriately manage this
variability. In addition, it must be remembered that the flexibility of storage is reduced in
November since the injection capabilities are significantly low. Accordingly, the normal
operational use for storage in November is for withdrawals since substantial volumes
cannot be injected with storage already relatively full. Therefore, MGE utilizes its
storage t(; manage this variability to avoid over-nominating flowing gas, and thereby (i)
protects customers from potentially higher costs that could result from having to sell
excess flowing gas in the market at depressed prices; (ii) mitigates the potential of being
required to pay substantial pipeline imbalance charges; and/or (iii} avoids potentially

harming the reliability of the pipeline and future supplies.

WHAT IS THE SECOND FLAW WITH MS. JENKINS® STORAGE
WITHDRAWAL PLAN?

As noted above in the quote from Ms. Jenkins’ direct testimony, she claims that Staff
would have expected of MGE that “more storage would be utilized in the coldest heating

season month of January.” While Ms. Jenkins is correct in stating that January is the
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month with the greatest number of heating degree days on average on MGE’s system, the
flaw with her argument is that January does not always have the most demand of the five
winter months. In contrast to Ms. Jenkins’ “expectations” of how MGE should be
withdrawing its storage based on heating degree days, the actual demand on MGE’s
system for December 2000 was not only higher, but actually significantly higher than the
demand in January 2001. Specifically, the actual demand for December 2000 was
16,074,076 MMBtu as compared to the demand for January 2001 of 12,718,983 MMBtu.
In other words, demand for December 2000 was 26% higher than demand in January
2001, or the month in which Ms. Jenkins claims that MGE should have planned for and
utilized the most storage. Ms. Jenkins is effectively arguing that a person should dress

for a particular day according to the 30-year average temperature, rather than the daily

- forecast for that day. Her argument simply does not make sense. MGE, on the other

hand, utiiized its storage and scheduled either first-of-month or intra-month flowing
supplies throughout the winter of 2000/2001 so that its customers would continue to be
provided with reliable service regardless of weather-induced variations in demand.
Because demand in November and December was so strong, MGE purchased additional
flowing supplies in January to ensure reliability, and throughout the winter of 2000/2001,
MGE’s customers were provided reliable natural gas service, as they have been in other

winters as well.

BASED ON THE FLAWS WITH MS. JENKINS’ ALLEGATIONS REGARDING

HOW MGE’S STORAGE UTILIZATION SHOULD HAVE BEEN CONDUCTED
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FOR THE WINTER OF 2000/2001, DOES HER PROPOSAL HAVE ANY
MERIT?

No. Staff’s allegation that MGE improperly utilized its storage because too much storage
was withdrawn in November and December is completely without merit and is simply
baseless. As discussed at length in my direct testimony and in this rebuttal testimony,
MGE utilized and continues to utilize its storage portfolio to address both daily
fluctuations in demand, and to meet high overall levels of customer requirements as
experienced in November and December 2000. Therefore, MGE utilized its storage in
the winter of 2000/2001 specifically for the purpose that it was intended. As Staff and
the Commission are aware, MGE’s supply portfolio was sufficient to meet both the peak

day demand and the total winter season demand for the winter of 2000/2001.

IS STAl.?‘F’S “EXPECTED” STORAGE PLAN, WHICH IS BASED ON A
MONTHLY DISTRIBUTION OF HEATING DEGREE DAYS THROUGHOUT
THE WINTER HEATING SEASON, REASONABLE FROM A COST
PERSPECTIVE?

No. Not only is Staff’s “expected” storage plan inappropriate from an operational
perspective (as explained above and shown in Schedule MTL-15 attached to my direct
testimony) since it does not account for intra-month demand variability, it is also
inappropriate from a cost perspective. Essentially, Staff’s proposed storage utilization
plan would generally be more costly for MGE’s customers than MGE’s storage
utilization plan. Schedule MTL-23 contrasts the costs between Staff’s “expected” storage

plan and MGE’s bascline storage plan that was developed prior to the winter of
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2000/2001. Schedule MTL-23 shows what the total winter gas supply cost would have
been if each of those same plans had actually been utilized in the five most recent winters
for which data is available. This schedule provides another way to test the

reasonableness of Staff’s proposal based on historical data.

PLEASE EXPLAIN HOW THE COMPARISON IN SCHEDULE MTL-23 WAS
PREPARED.

First, MGE’s monthly storage withdrawal plan (as shown in column (f) on Schedule
MTL-23) is based on the storage withdrawal volumes presented in response to DR
Number 28 and referenced in Ms. Jenkins” direct testimony. Staff’s “expected” monthly
storage withdrawal plan (as shown in column (c) of Schedule MTL-23} is based on the
same total winter storage withdrawal level, ie., 16,479,031 MMBtu, with the total
volume d;stributed by month according to the percentage of heating degree days in each
month consistent with Staff’s approach outlined in Ms. Jenkins’ direct testimony and
supporting schedules. Second, the level of flowing supplies under each plan is then
calculated as the difference between the actual monthly demand that occurred in each
month and the level of projected storage withdrawals for each month. Lastly, the cost of
the storage withdrawals and flowing supplies in each month under each plan are based on
MGE’s actual storage monthly weighted average cost of storage gas (“storage WACOG”)
and the weighted average first-of-month index price as published by Inside FERC for

Williams and PEPL, respectively.
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IF EACH OF THE PLANS HAD BEEN UTILIZED OVER THE PAST FIVE
YEARS, HOW DOES STAFF'S PROPOSED “EXPECTED” STORAGE
UTILIZATION PLAN COMPARE TO MGE’S STORAGE UTILIZATION
PLAN?

As shown in column (q) of Schedule MTL-23, Staff’s “expected” storage utilization plan,
which is based on withdrawing gas from storage consistent with how the monthly heating

degree days are distributed by month, would have produced a net cost to MGE’s

customers in four of the past five years. In other words, MGE’s storage plan would have
been less costly to its customers than Staff’s proposed plan in every year except the
unprecedented and abnormal winter of 2000/2001, which included the coldest November

and December on record and the highest natural gas prices up to that time.

WHY \r:VOULD STAFF’S “EXPECTED” PLAN GENERALLY BE MORE
COSTLY TO MGE’S CUSTOMERS?

Staff’s “expected” storage utilization plan generally assumes that storage withdrawals
should be greatest in January, since January historically has the greatest number of
heating degree days, and thus, the greatest level of demand. This is shown in column (b)
of Schedule MTL-23. However, the flaw with Staff’s proposed approach is that it also
assumes that natural gas prices are also directly tied to heating demand and thus highest
in January, and this is simply not the case. As shown in column {j) on Schedule MTL-23,
first-of-month natural gas index prices for November were higher than the prices for
January in four of the five most recent years. In fact, November index prices have been

substantially higher than Januvary index prices in the recent past, with November prices
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being higher by $0.50/MMBtu or more in three out of the five years, and even being

$1.00/MMBtu more in the winter of 1997/1998.

WILL MGE’S ACTUAL STORAGE WITHDRAWALS FOR A SPECIFIC
WINTER HEATING SEASON EVER BE THE SAME AS ITS PLANNED
STORAGE WITHDRAWALS PRIOR TO THAT WINTER HEATING SEASON?

No. One simply cannot ignore the fact that weather changes from year-to-year, month-
to-month, and day-to-day, and therefore, actual storage utilization will never match the
storage utilization plan. For example, in most years recently, MGE’s actual storage
utilization in November was less than the planned volumes due to warmer-than-normal
weather being experienced in November. However, MGE did not need to change its
baseline storage plan, because it was sufficient to deal with both warmer-than-normal and
colder-thén—normal winters. As demonstrated above, MGE’s storage utilization plan for
the winter of 2000/2001 is reasonable and sound when compared to recent actual demand
data, and provides a significant benefit to its customers, as it provides the necessary
flexibility to accommodate changes in weather, changes in demand, and changes in
market prices throughout the winter. In contrast, the storage utilization proposal that
Staff believes MGE should have utilized for the winter of 2000/2001, which is based on a
heating degree day distribution, only addresses average weather, and does not

accommodate changes in demand or price.

AS A GENERAL RULE, WOULD STAFF'S STORAGE “EXPECTED”

WITHDRAWAL PLAN BE BENEFICIAL TO MGE’S CUSTOMERS?
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No. As I have demonstrated in my direct testimony and on Schedule MTL-15 in this
proceeding, Staff’s “expected” storage plan on which it bases its proposed disallowance
is fatally flawed and entirely unworkable from an operational perspective. As described
in my direct testimony, since Staff’s storage utilization plan is based on average monthly
demand rather than baseload monthly demand, Staff’s storage utilization pian would
result in additional costs, rather than lower costs, to MGE’s customei's, in most years. In
addition, as shown on Schedule MTL-23, Staff’s “expected” storage utilization plan also
suffers from economic failures as well. Staff’s proposed storage plan inaccurately
assumes that weather, demand and natural gas prices are all directly correlated and follow
one another throughout the winter heating season, which simply is not the case. Staff’s
“expected” storage utilization plan does not account for changes in market prices
throughout the winter, and thus, as shown on Schedule MTL-23, would have resulted in
higher col‘sts to MGE’s customers if it had been applied in four out of the past five years
as compared to the plan that MGE developed and has utilized since the winter of

1998/1999.

MGE’s December 2000 Flowing Supplies

Q.

WOULD YOU ALSO LIKE TO ADDRESS MS. JENKINS TESTIMONY
REGARDING MGE’S DECEMBER FLOWING SUPPLIES?

Yes. On pages 18 and 19 of her direct testimony, Ms. Jenkins discusses MGE’s plans for
December of 2000, specifically stating that MGE went into the month with a reduced
level of flowing supplies, thus making it necessary to rely more heavily on storage

withdrawals. As discussed in my direct testimony and the direct testimony of MGE
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Witness Reed, natural gas prices at that time were at record high levels and there were
indications that the weather for the first half of December in the central portion of the
United States was going to be warmer than normal. Therefore, based on the
circumstances that existed at the time, MGE believed that natural gas prices during
December 2000 would be lower than the first-of-month prices and ordered less flowing
supplies. MGE ordered less flowing supplies for December 2000, not because it was
speculating or as a result of mismanagement, but rather because MGE was reasonably
managing its system based on the circumstances and facts known at the time, which
indicated that gas prices would recede from their unprecedented high levels and
customers’ natural gas costs could be mitigated. As stated previously, in contrast to the
indications at the time, natural gas prices did not ultimately go down as anticipated, but
this could only be known with the benefit of perfect hindsight. Also, it should be pointed
out to th;: Commission that Ms. Jenkins does not discuss the fact that, when MGE
realized that natural gas prices were not going to recede as anticipated, MGE did not
simply wait around and draw additional volumes from storage, but rather immediately

purchased more flowing gas.

In addition, Ms. Jenkins implies in her direct testimony that MGE did not supply any
evidence for the basis of its decision to order a reduced level of first-of-month flowing
supplies for December 2000. MGE originally believed that the information on which it
relied to make its decision could not be released due to the copyrighted nature of this
information. Subsequently, MGE determined that such information could be provided to

Staff in a data request response as highly confidential, and MGE has supplied the
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evidence that MGE utilized that indicated it was reasonable to assume that gas prices
would recede in the first part of December 2000. The specific information that indicated
that the central United States would experience above normal temperatures for the
beginning part of December and that the entire country was expected to be average for
the first half of December is attached as Schedule MTL-24, which is a part of the

information that was previously provided to Staff.

IS THERE ANOTHER ISSUE REGARDING MGE’S DECEMBER 2000
FLOWING SUPPLY PURCHASES THAT REQUIRES CLARIFICATION?
Yes. On page 21, lines 8-11, Ms. Jenkins discusses information known by MGE on

various dates. As a point of clarification, MGE arranged with its primary supplier (i.e.,

.Duke Energy) to nominate gas on November 27, 2000, not November 22, 2000, as Staff

asserts, While seemingly only a matter of a few days, this difference is significant in this
instance because of what was happening in the natural gas markets in late-November
2000. As discussed in my direct testimony, the evidence regarding potential price

direction for December 2000 was different on November 277 than it was on November

2™

Other Issues

ARE THERE ANY ISSUES THAT YOU WOULD LIKE TO ADDRESS FROM
THE DIRECT TESTIMONY OF STAFF WITNESS JOHN H. HERBERT

REGARDING STORAGE PURCHASING PRACTICES?
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Not at this time. Mr. Herbert’s testimony is quite general in nature and not directly based
on MGE specifically. In addition, the conclusions that he draws in the portions of his
direct testimony that are specific to MGE are based on his own perceptions rather than
supported by facts directly pertinent to the prudence of MGE’s actions in this proceeding,
However, I would like to point out that I have not been able to fully evaluate Mr.
Herbert’s testimony since he has failed to provide us with copies of certain published
articles that he has authored in the past. We have made an additional request to obtain
this material. Upon receipt and review of these articles, I reserve the right to file

supplemental rebuttal testimony should it be necessary.

PURCHASING PRACTICES - HEDGING

Inconsistency of StafPs Approach with Commission Prudence Standard

Q.

WHAT fiAS STAFF CLAIMED REGARDING MGE’S HEDGING PRACTICES
FOR THE WINTER OF 2000/2001?

As discussed in Ms. Jenkins® direct testimony, Staff has claimed that MGE should have
hedged, at a minimum, 30% of its normal requirements for each month throughout the

winter heating season.

IS STAFF’S PROPOSAL REGARDING MINIMUM HEDGING VOLUMES
REASONABLE OR CONSISTENT WITH THE COMMISSION’S PRIOR
PRACTICE?

No. Staff’s proposed hedging *“standard” and resulting disallowance is unreasonable and

unsupported by prior Commission prudence precedent for two primary reasons. First, as
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discussed in detail in my direct testimony and in the testimony of MGE Witness Reed,
Staff developed the benchmark by which it is measuring MGE’s prudence (i.e., its 30%
bedging “standard™) after-the-fact. Staff has admitted in deposition that neither MGE nor
any other LDC in Missouri was informed in advance by Staff that a monthly minimum
hedging level of 30% was the standard by which Staff was going to measure hedging

prudence going forward.

Second, it is also unreasonable to apply this hindsight - hedging “standard” to each of the
five months during the heating season rather than applying the standard to MGE’s
volumes hedged for the entire heating season as a whole. Storage is a physical hedging
mechanism, meaning that natural gas can be injected during the summer months when
natural gas prices are typically lower and then withdrawn in the winter to serve relatively
higher cu;tomer demand when natural gas prices are typically higher. However, as Staff
is clearly aware, there are numerous factors that impact how storage is utilized during the
winter heating season, including weather variation, demand changes, operational issues
and natural gas pricing shifts. Therefore, afier evaluating the costs and benefits of
storage, MGE (and other LDCs) establish an appropriate amount of storage necessary to
ensure system reliability, cost minimization and price stability, but neither MGE nor any
other LDC can guarantee how storage will be utilized on a month-to-month basis. Staff
is clearly aware of this fact based on its support for the Laclede Gas Company settlement

(“Laclede Settlement”) filed in September 2000." As stated in my direct testimony, the

! Laclede Gas Company, Unanimous Stipulation and Agreement, Missouri Public Service Commission, Case No.

GO-2000-394, p. 2.; Missouri Public Service Commission, Qrder Granting Motion to Stay Setting of Procedural
Schedule and Approving Unanimous Stipulation and Agreement, Case No. GO-2000-394, September 28, 2000.
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Laclede Settlement specifically stated that “financial protection may, at the Company’s
election, be procured in the same or varying quantities for each month, including zero for
certain months.”” It is arbitrary, unreasonable and unfair for Staff to attempt to apply this
hindsight developed hedging “standard” on a month-by-month basis in this proceeding
when it specifically supported month-by-month variability in Laclede’s hedging

requirements for the winter of 2000/2001 that was below its “standard”.

DID STAFF EVER COMMUNICATE TO MGE PRIOR TO THE WINTER OF
2000/2001 THAT STAFF WOULD BE EVALUATING MGE’S HEDGING
PRACTICES BASED ON A 30% MONTHLY MINIMUM HEDGE
“STANDARD™?
No. As demonstrated in my direct testimony and the direct testimony of MGE Witness
Reed, Ste;ff admitted that it never communicated its proposed hedging “standard” prior to
the winter of 2000/2001. Since the filing of the direct testimony, Staff has also admitted
in data responses that it did not communicate, prior to the winter of 2000/2001, the
manner in which it was going to assess the prudence of MGE’s hedging activities.
Specifically, in the response to DR Numbers 26 and 27, Ms. Jenkins responded as
follows:
DR #26: Did Staff ever publicly propose to or communicate with
LDCs in Missouri generally, or MGE specifically, prior to
the winter of 2000/2001 that Staff deemed a 30% minimum

monthly hedging requirement to be appropriate?

Response: Not specifically 30%.

Ibid.
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DR #27: Has the Commission ever required that LDCs in Missouri
meet a minimum monthly hedging requirement? If so,
please provide a cite to the Commission order(s).

Response: Not a specific minimum monthly hedge volume.

These data requests and Staff’s responses are attached as Schedule MTL-25.

In addition, Staff Witness Herbert also admitted in the response to DR Number 19 that
the 30% figure was developed in a conference call in the spring of 2002. His response
also demonstrates the arbitrary nature of the 30% figure, and unbelievably, that it was

developed, at least in part, on the amount of damages that it would calculate rather than

assessing whether MGE’s hedging practices for the winter of 2000/2001 were prudent.
In the response to DR Number 19, which is attached as Schedule MTL-26, Mr. Herbert

stated:

There was a conference call in spring of 2002. Since it was clear that
natural gas price volatility is great, the need for hedging by utilities was
never an issue. I first promoted requirements during warm weather
conditions such as 70% of normal requirements. We then discussed the
possibility of a lower percentage because some utilities in Missouri were
not that familiar with hedging and that they might legitimately want to
proceed conservatively for this reason. The 30% number seemed overly
conservative to me because most companies had some flexibility in their
operations. Moreover, on most days during the heating season, the
amount of customer requirements would greatly exceed 30% of normal
requirements.

...As we proceed through the heating season the 30% of normal heating
degree days and normal requirements will most likely provide us with
heating degree day or requirement amounts that are much lower than the
average low heating degree days or requirements on a day. My thoughts
at the time were that the 30% number would apply better over all
companies and all months. Thus, 30% seemed more reasonable than a
number nearer the 70% number because we wanted to use something that
could be readily applied and accepted for all companies and all months.
Nonetheless, I thought it would be much too low for some months such as
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December and January and thus excessive and unnecessary customer
requirements would be exposed to price risk and computed damages
would also be much too low. {emphasis added) (Response of John
Herbert to Data Request Number 19, Case No. GR-2001-382, February
24,2003.)

Clearly, Mr. Herbert’s explanation of Staff’s development of the benchmark on which it
is basing the prudence of MGE’s hedging actions for the winter of 2000/2001 highlights
the fact that it was completely arbitrary, was done after-the-fact, and is blatantly
representative of attempted hindsight review. Mr. Herbert admits that the calculation of
damages, rather than LDC actions, was a factor in the selection of the percentage of
hedging that was being developed by Staff. As discussed in the direct testimony of MGE
Witness Reed, this clearly violates the Commission’s prudence standard, which
specifically states that a company’s actions, not the results of those actions, are to be

evaluated. for prudence. This is definitely not what Staff has done in this proceeding.

EVEN IF, FOR THE SAKE OF ARGUMENT, WE ASSUMED THAT STAFF’S
30% HEDGING “STANDARD” IS REASONABLE, DID MGE HEDGE OVER
30% OF ITS NORMAL REQUIREMENTS FOR THE WINTER OF 2000/2001?

Yes. Staff has claimed that MGE should have hedged in total 30% of normal winter
heating season requirements, or 15,984,365 MMB1u, for the winter heating season. As
discussed in my direct testimony, MGE had a maximum storage quantity of 17,767,629
MMBtu and actually withdrew 16,856,032 MMBtu for the winter of 2000/2001. Clearly,
both of these figures, i.e., the storage MSQ and the actual storage withdrawals for the

winter of 2000/2001, were greater than the arbitrary, hindsight hedging “standard” that
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Staff developed for this proceeding.’ Therefore, even if for the sake of argument the 30%
hedging “standard” were reasonable, MGE'’s storage portfolio was sufficient to meet the

standard on a heating season basis.

Lack of Commission-Approved Hedging Authority and Cost Recovery

Q.

WHAT IS THE ISSUE THAT YOU WOULD LIKE TO ADDRESS IN THE
DIRECT TESTIMONY OF STAFF WITNESS SOMMERER REGARDING
HEDGING?
In his direct testimony, Staff Witness Sommerer attempts to portray MGE as being
imprudent with regard to hedging and relying too heavily on index-based pricing.
Specifically, Mr. Sommerer claims in his direct testimony that Staff “wamed” MGE of
the risks of relying too heavily on index-based pricing and claims that MGE already had
the amhd;'ity to hedge natural gas costs without prior Commission authorization. First,
on page 11 of his direct testimony, Mr. Sommerer states that:

On September 24, 1999, a Staff recommendation [in Case No. GO-2000-

231] criticized MGE for its late filing to extend its price stabilization

program and reaffirmed that MGE already had authority to hedge gas

costs without prior Commission authorization (Schedule 8). (emphasis
added) (Direct Testimony of David Sommerer, Case No. GR-2001-382,
January 15, 2003, page 11, 11. 2-4).

Second, also on page 11, Mr. Sommerer states that:

In late September 2000, MGE requested various modifications to its price
stabilization program (in Case No. GO-2001-215] (Schedule 9). The Staff
opposed this request, advising the Commission that MGE already had
existing authority to hedge its gas costs. The Staff recommended that

In addition, it should be noted that MGE also purchased fixed price supplies in addition to its storage volumes
that also provided additional price hedging for the winter of 2000/2001 that have not been included in the
figures addressed above. Therefore, if included, an even greater percentage of MGE’s winter season
requirements were hedged.
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MGE be advised to take appropriate steps to review hedging without pre-
approval. The Commission affirmed that concept in October 2001
(Schedule 10). (emphasis added) (Ibid., page 11, 11. 6-8).
IS THERE A SPECIFIC PROBLEM WITH THE FIRST STATEMENT THAT
YOU REFERENCED ABOVE FROM MR. SOMMERER’S DIRECT
TESTIMONY?
Yes. With regard to the first referenced statement above from Mr. Sommerer’s direct
testimony in Case No. GO-2000-231, Mr. Sommerer’s own Schedule 8 rebuts his
conclusions. Schedule 8 refers to Staff's opinion regarding MGE’s hedging authority,
rather than the Commission’s findings in that case. Specifically, as presented in the Staff
recommendation to the Commission dated September 23, 1999 on Schedule 8-2, the letter

states:

In. Staff’s opinion, hedging is a reasonable component of a Local
Distribution Company’s {(LDC) gas procurement portfolio and the
language contained in the PGA provides adequate permission for a LDC

to hedge without the need for special authority each year. (Ibid., Schedule
8-2).

However, the Commission’s order issued on October 14, 1999 in Case No. GO-2000-

231, never mentjoned that MGE had the authority to hedge natural gas costs without prior

Commission approval. While Mr. Sommerer is correct that it was Staff’s opinion in that
case that MGE already had authority to hedge without the need for Commission pre-
approval each year, Staff’s opinions are simply that. MGE cannot, and as this case
shows, should not, conduct business simply on the basis of Staff opinion. As Mr.

Sommerer is abundantly aware, the Commission, not Staff, sets natural gas policy and

precedent in Missouri.
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IS THERE A PROBLEM WITH THE SECOND STATEMENT YOU
REFERENCED FROM MR. SOMMERER’S DIRECT TESTIMONY?

Yes. With regard to the second referenced statement above from Mr. Sommerer’s direct
testimony in Case No. GO-2001-215, Mr. Sommerer claims that MGE already had
authority to hedge during the winter of 2000/2001 and that the Commission “affirmed
that concept” in October 2001. Again, Mr. Sommerer is interpreting the facts to suit his
conclusions, confusing Staff’s opinions with actual Commission orders and decisions.
As explained in my direct testimony, MGE was seeking re-authorization of the Price
Stabilization Fund in September 2000, and although Staff did not support re-
authorization, Staff did file proposed tariff language in its comments and
recommendation on MGE’s proposal. Staff’s recommendation and proposed tariff

language in Case No. GO-2001-215 are attached as Schedule MTL-27.

Staff’s comments suggested to the Commission that MGE’s tariff should be modified to
include language authorizing the use of financial instruments to hedge natural gas prices
and recognize hedging costs as gas costs to be recoverable in the PGA pursuant to a
prudence review as are specific types of gas costs. Contrary to the current Staff position,
it appears from its proposed tariff language in that proceeding that Staff considered such
a tariff provision to be necessary to allow MGE to have authority to proceed on that basis
and recover the associated hedging costs. However, the Commussion’s order in Case No.
GO-2001-215 issued on October 26, 2000:

(i) did not address Staff’s proposed tariff language; 3
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(1) did not specifically grant MGE authority to purchase financial
instruments to hedge the price of natural gas outside the parameters
already established pursuant to the Fixed Commodity Price
Stipulation; and

(ii) did not grant MGE the ability to recover the cost of any financial
instruments used to hedge natural gas if purchased outside the
parameters of the Fixed Commodity Price PGA that it had already
approved.

Therefore, at no time has MGE ever had the “automatic” or clear and unequivocal
authority to hedge natural gas costs as an ongoing part of the overall management of its
natural gas supply portfolio. Every time that MGE has had authority to hedge natural gas
costs in the past, including for the winter of 2000/2001, it has been because the
Commission has issued an order specifically addressing whether MGE has the authority
to hedge and recover the associated costs pursuant to the specific conditions in the
proceeding. At no time has the Commission issued an order stating that MGE has the
ongoing ;uthority to hedge and recover any associated costs without prior Commission

approval.

IS MR. SOMMERER’S PORTRAYAL OF STAFF’S “WARNINGS” TO MGE
AND THE COMMISSION REGARDING INDEXED PRICING PRIOR TO THE
WINTER OF 2000/2001 ACCURATE?

No. Mr, Sommerer states that Staff “warned” MGE of relying too heavily on indexed
pricing in Case No. GR-96-78 and in Case No. GO-97-409. However, both of these
cases were ultimately settled, with Staff as a signing party, and the Commission’s order
approving both settiements did not address Staff's so-called “warnings”. In fact, the
recommendation made by Staff in Case No. GR-96-78 was that the Commission require

MGE to evaluate futures market hedging instruments and other methods that would limit
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upward price risk. However, the Commission order did not address this issue raised by
Stéff in its recommendation. In addition, Mr. Sommerer states that Staff made similar
warnings in Case No. GO-97-409, but again, the Commission did not issue an order that
addressed Staff’s issue. Rather, the settlement in Case No. GO-97-409 provided for a
number of price stability/mitigation measures, including (i) an experimental price
stabilization plan; (ii) a reduced number of PGA filings; and (iii) requiring seasonal PGA
filings (i.e., one winter and one summer filing), with the possibility of an unscheduled
winter filing should it be necessary. Therefore, it is inaccurate and inappropriate for Mr.
Sommerer to attempt to portray Staff as consistently issuing warnings about indexed
pricing when, one, the Commission, and not Staff, establishes regulatory policy in
Missouri, and two, Staff was a signing party of the settlements in both of these cases, thus

acknowledging that its issues were sufficiently addressed in both cases.

PRIOR TO THE WINTER OF 2000/2001, DID THE COMMISSION EVER
INDICATE THAT MGE SHOULD TAKE UNILATERAL ACTION TO HEDGE
THE PRICE OF NATURAL GAS, WITHOUT COMMISSION APPROVAL OR
DISCUSSION WITH STAFF OR OTHER INTERESTED PARTIES, AS MR.
SOMMERER HAS SUGGESTED?

No. In fact, quite the opposite. Attached as Schedule MTL-28 is a letter that MGE’s
then president and chief operating officer Steve Cattron sent to Commission Chair Sheila
Lumpe in the middle of June 2000. The purpose of the letter was to inform the
Commission Chair and the other Commissioners of the high natural gas prices being

experienced at that time in the market and that, despite the best efforts of Staff, MGE and
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the Office of Public Counsel, the hedging plans that had been established for MGE
customers were unlikely to be implemented for the winter of 2000/2001. MGE’s letter
requested a direct meeting with the Commissioners to initiate an “important dialogue” to

discuss what actions could be taken to address these issues.

In Chair Lumpe’s response to MGE’s letter, a copy of which is also attached as part of

Schedule MTL-28, she stated:

[ agree that time is of the essence if we are to most effectively address the
potential problems caused by the high price of gas. Because of the
pervasive nature of this issue, it is of utmost importance that the PSC’s
response is orchestrated to best meet the needs of all Missourians
irrespective of their gas service provider. 1 am hesitant to lead the
Commission to addressing the problem one company at a time and
therefore must decline your request to have MGE individually address the
Commission at this time. Instead, I would ask that MGE participate in a
meeting that the PSC staff will conduct next Monday in Jefferson City.
Through this workshop, all of the state’s gas companies can participate in
an open discussion of the issue and work together with staff to develop
recommendations for the Commission on how to best manage the
problems brought by the current high price of gas. Recommendations
requiring the Comurnission’s review and approval would be handled in an
expedited manner. I hope that you will agree that this strategy affords us
the best chance of addressing this problem in a way that is fair and
consistent to consumers and gas companies statewide, and in the shortest
amount of time. (emphasis added) (Letter from Chair Lumpe to MGE
President/COO Steve Cattron dated June 20, 2000).

As clearly stated in the Chair’s letter to MGE, the Commission believed that it was most
appropriate to work collaboratively, not unilaterally, with Staff and other interested
parties to appropriately deal with the high price of natural gas. Thereforg, Mr.
Sommerer’s assertions that MGE should have hedged without prior Commission

approval or discussions with any other party is not supported by the facts in this

proceeding.
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MR. SOMMERER ALSO STATES ON PAGE 11, LINES 13-16 THAT MGE
“RECOGNIZED ITS MANAGEMENT RESPONSIBILITY WITH REGARD TO
HEDGING COSTS” IN A SUBSEQUENT LETTER TO CHAIR LUMPE DURING
THE WINTER OF 2000/2001. WOULD YOU PLEASE COMMENT?

The December 18, 2000 letter from MGE to Chair Lumpe was another attempt by MGE
to communicate with the Commission about the natural gas price situation, and
specifically (as indicated in the second paragraph of the letter) to correct potential
mistaken impressions that may have been drawn from an article in the Kansas City Star.
However, Mr. Sommerer appears to want to use the letter as support for some notion that

is not specifically apparent in the letter itself.

HAS THE COMMISSION PROVIDED MGE WITH THE CLEAR AUTHORITY
TO ENGAGE IN FINANCIAL HEDGING AND THE RECOVERY OF
ASSOCIATED HEDGING COSTS?

No, I do not believe so. As noted above, the Commission’s October 26, 2000 order in
Case No. GO-2001-215 was extremely vague and unspecific. In addition, a subsequent
order regarding the issue of financial hedging was equally vague. For example, on March
30, 2001, MGE filed tariff sheets to eliminate, and implement an alternative to, the $2.25
per MMBtu trigger price mechanistn embodied in its tariff as a result of the
Commission’s approval of the Stipulation and Agreement implementing the Fixed
Commodity Price PGA in Case No. GO-2000-705. Ultimately, by order issued on May

25, 2001, the Commission approved tariff sheets that effectuated the elimination of the
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$2.25 per MMBtu trigger price mechanism. However, in so doing, the Commission—at
the urging of Staff—declined to adopt tariff language for MGE that would have
specifically provided for the use of financial hedging and the recovery through the PGA
of the associated hedging costs. A copy of Staff’s recommendation, MGE’s response,
and the Commission’s order in Case No. GO-2000-705 are attached as Schedule MTL-
29, MTL-30 and MTL-31, respectively. Therefore, 1 cannot conclude that, on the basis
of the language in the Commissions’ ord:ers to date, MGE has specific Commission

authorization to engage in financial hedging and recover the associated hedging costs.

DO YOU HAVE ANY ADDITIONAL PROBLEMS WITH MR. SOMMERER’S
STATEMENTS?

Yes. To expand somewhat on a point made previously, Mr. Sommerer implies that MGE
would ha;/e authority to engage in hedging without any specific language in the PGA
clauses of its tariff, or approval from the Commisston. Since there can be significant
costs associated with hedging, and those costs would be sought to be recovered from
ratepayers, I find Mr. Sommerer's approach to be completely contrary to my
understanding of the approach the Commission has followed in the past. It has always
been my understanding that an LDC is allowed to operate solely on the basis of its tariff
language that has been approved by the Commission. It is also my understanding that an
LDC must have specific tariff language authorizing the utility to assess charges to
customers. Otherwise, the utility is at risk for the claim that its actions were unlawful.

This is reflected in the fact that MGE’s tariff sets out specific charges for specific

services, and it describes in detail the procedures that the LDC is to follow, for example,
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the specific steps that are to be taken before a disconnection can be made. This is
especially true when it comes to gas cost recovery. I am aware that there have been
Commission cases in the past on whether LDCs could automatically recover Take-or-Pay
and other transition costs that were the result of government-required changes in the way
the pipelines and LDCs operated. Those cases resulted in changes to the PGA tariff
language specifically authorizing the billing and recovery of these types of charges
because they were not present before-hand. [ am also éware that there was a big
controversy in the past regarding the charging of "overhead" costs by Missouri utilities
when that term was not spelled out in a utility's tariff, with the result being that most all
of the utilities had to obtain Commission approval to insert new definitions in tariffs in

order to charge for "overheads."

The point. of this discussion is that I think it is wrong for the Staff to argue or even imply
that a utility has broad general powers to take actions to hedge and recover the associated
costs without specific Commission approval to do so. To further demonstrate this, all
you have to do is look at a little history on this topic. The Commission approved very
specific tariff language each and every time MGE has been authorized to financially
hedge natural gas prices and recover the associated hedging costs since MGE began
financially hedging during the winter of 1997/1998. Based on these Commission orders
from August 1997 and up to the winter of 2000/2001, and the entire history of how the
Commission has operated by requiring specific provisions in tariffs, it was reasonable for
MGE to believe that prior Commission authorization was a necessary and appropriate

part of the hedging process. MGE had no approved tariff, or even a Commission order,
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which stated that MGE was free to hedge in any manner it saw fit and that the associated
costs would be recovered from its ratepayers. Given that, I believe it is wrong for Staff to
claim in this proceeding, after the fact, that Commission approval of hedging authority

and the associated cost was neither necessary nor appropriate.

KPC CAPACITY RELEASE

Q.

WHAT HAS MR. SOMMERER STATED IN HIS DIRECT TESTIMONY WITH
REGARD TO THE RELEASE OF CAPACITY ON KPC?

Mr. Sommerer has alleged that MGE should have posted for release to other shippers its
KPC capacity for the months of July through October 2000 and April through June of
2001, or in other words, the summer months of the ACA period at issue in this
proceeding. In the alternative, if MGE were not going to release its KPC capéCity, it
should ha:ve released its Williams capacity and utilized its KPC capacity. As such, Mr.
Sommerer has recommended a disallowance for MGE not releasing its KPC or Williams
capacity during these months, and the disallowance is based on the assumption that MGE

would have been able to obtain 75% of Williams’ maximum rate for its released capacity.

DO YOU BELIEVE THAT STAFF’S POSITION IS REASONABLE AND
SUPPORTED BY ACTUAL FACTS?

No. In fact, Mr. Sommerer’s position is completely unsupported by the facts of the
capacity release market on KPC and Williams at the time at issue in this proceeding. As
discussed at length in my direct testimony, there has never been a successful capacity

release on the KPC system by any party. In addition, as demonstrated in my direct
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testimony on Schedule MTL-9, page 2 of 2, it would not have been economic for MGE to
release its Williams capacity and utilize its KPC capacity instead because the average
release rate on Williams was 14% of the maximum rate, and not 75% as Mr. Sommerer

suggests in his direct testimony.

HAS MR. SOMMERER ADMITTED THAT THE BASIS OF HIS POSITION IS
WITHOUT FACTUAL SUPPORT?

Yes. Mr. Sommerer has admitted in the response to recent data requests that the 75%
calculation was not based on any actual market data. It is entirely arbitrary and derived
without any factual or supporting market information. Specifically, in the response to
DR Number 55, which is attached as Schedule MTL-32, Mr. Sommerer stated:

DR #55: Please show, through workpapers, notes or other materials,
how Staff calculated that MGE could obtain 75% of the
maximum tariff rate if MGE had released its capacity on
Williams during the ACA pericd in question in this
proceeding. If no analysis or calculation was conducted,
please indicate as such.

Response: No_specific_calculation was performed but was based
upon the requirement that an assessment of the value of a
forgone capacity release transaction be conducted. The
Staff’s rationale for this value was at some level between
maximum FERC rates and a 50% discount. (emphasis
added) (Response of David Sommerer to Data Request
Number 55, Case No. GR-2001-382, February 24, 2003.)

This assessment was an evaluation of the actual non-recallable release transactions that
had occurred on Williams during the time period in question. However, Mr. Sommerer
failed to account in his “assessment™ for the fact that the only non-recallable releases on
Williams during the summer months of the 2000/2001 ACA period were very small

transactions, i.e., volumes of less than 500 Dth/day, and thus not comparable to the

43




18

19

20

21

22

23

volumes that MGE was attempting to release during this time period, i.e., 10,000 Dth/day
or more. Moreover, many of these Williams capacity release transactions were also long-
term releases that had been released in 1997, or over three years before the ACA period
in this proceeding. In fact, Mr. Sommerer admitted in a recent response to a data request,
which is attached as Schedule MTL-33, that capacity release transactions of these sizes
are not cornparable.
DR #56: All other things being equal, please explain whether, in Mr.
Sommerer’s opinion, a capacity release transaction for 500
Mcf/day of pipeline capacity is comparable to a capacity
release transaction for 10,000 Mcf/day or more of pipeline
capacity
Response: No. These capacity levels are matenially different in size.
(Response of David Sommerer to Data Request Number
56, Case No. GR-2001-382, February 24, 2003.)
Therefore, as demonstrated above, the basis of Staff’s position with regard to the release
of its KPC capacity during the ACA period of 2000/2001 is arbitrary, has no support in

actual market data, and thus, is completely without merit, and should be disregarded by

the Commission.

DOES THIS CONCLUDE YOUR REBUTTAL TESTIMONY?

Yes, at this time.
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Schedule MTL —~ 17

MISSOURI GAS ENERGY
A Division of Southern Union Company

MISSOURI PUBLIC SERVICE COMMISSION
DATA INFORMATION REQUEST RESPONSE
Case No: GR-2001-382
Data Request No: 21

Requested By:  Lesa Jenkins and Mike Wallis
Requested From:  Mike Noack
Date of Request: June 4, 2001

Information Requested:

Please provide a copy of all internal memos and/or reports from the Company’s gas’
supply/purchasing department that discusses the Company’s purchase decisions for the -
ACA period under review. ' '

Reép(_)nse: .

Please see the attached monthly Supply/Demand summaries for the ACA period under -
review. These documents are the planning tool utilized by the company each month o -
compare forecasted demand based on normal weather to available supply. Also, please
see the Reliability Report MGE has filed with the commission staff for the current ACA
period. '

Prepared By: Date: _5 - L é"ﬂ /




" MISSOURI GAS ENERGY
SUPPLY / DEMAND SUMMARY
July 2000 - Final

July Demand

1,402,010 Moathly Total

Schedule MTL — 17
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45,226 Daily Average MMETU PER FUEL MMBTU TOTAL TOTAL
0 HOD's DAY PER DAY DALY MONTHLY
WGPC CUSTOMER DEMAND 37,138 896 38,032 1,178,992
WGPC TSS STQRAGE INJECTION (+\\WITHDRAWAL (-} Injaction Nominata 102,869 Dttvd 95,875 6,894 102,869 3,148,933
WEPC F5S STORAGE INJECTION (+\WITHORAWAL {-} Injaction Neminata 5,620 Dthid 5,243 7 5,620 174,220
SUB-TOTAL WGPC DEMAND 138,354 8,167 146,521 4,542,151
PEPL CUSTOMER DEMAND Avg 711 QutSt 500 @ KC Meters - Balancing t.211 25 1,236 38316
PEPL STORAGE INJECTION [+WWITHORAWAL (-} Injection Nominate 4,123 Dthid 4.037 86 4,123 127,813
SUB-TQTAL PEPL DEMAND 5,248 111 5,359 166,129
PEPL @ PONY EXPRESS Delivered 107th & Elm Q 0 4] 0
SUB-TATAL PEPL & PONY EXPRESS 0 0 0 0
PXP CUSTOMER DEMAND Dalivered 107th & Elm 5879 235 7114 220,534
SUB-TOTAL PONY DEMAND 6,879 235 7,114 220,534
PAP & WGPC GLAVIN Detivered WGPC KC Melers 0 G o D
SUB-TOTAL PXP & WGPC GLAVIN 0 a o 0
KPC CUSTOMER DEMAND o] Q 0 0
SUB-TOTAL KPOGC DEMAND [¢] o [«} [}
GRAND TOTAL ALL DEMAND {COMPARE TO TOTAL SUPPLY) 150,481 8,513 158,994 4,928,814
. ASSIGNED TERM SUPPLIES
3
REASON " MINIMUMST MAXIMUMS/D PLAND PLAN/MO
AMOGCO ENERGY TRADING - T/S GP 20002 min; dewnand 1} 17,808 10,867 - 336,877
OXY USA, INC - T/5° GP 30003 man; derand 0 37.500 22,883 709,373
SUB.TOTAL ASSIGNED TERM SUPPLIES [ 55,308 33,750 1,046,250
* MGE TERM SUPPLIES
Oneok . PXE profed volume; 0 0 2356 73,036
SUB-TOTAL TERM SUPPLIES [ 0 2,358 73,018
MGE SUMMER SUPPLIES

Q Q Q a
o [+] 0 0
[} 4] o a
SUB-TOTAL WINTER TERM SUPPUES [ )+ i} [

SPOT PURCHASES .
Duke @Echo Springs, WNG IF - $0.19 32,098 935,038
Duka @Rockport, WNG iF - $0.065 4,758 147,498
Ouke on WNG, WNG IF + 50.005 81,480 2,525,880
Duke on Pepl, Papl IF + $0.015 5,359 166,129
1] 1]
o o
0 0
. 0 1]
SUB-TOTAL SPOT PURCHASES [1] 1] 123,695 3,834,545
GRAND TOTAL ALL SUPPLIES [COMPARE TO TOTAL DEMAND) Q 55,308 159,801 4,953,831
Delivery To Kansas Gas Service @ WNG Point 24280, Topeka, 25,000 OthiMa. 7277272871212t Tv e TR e v e v vy e e? e yne v e ~BOG -25,000
TOTAL SUPPLY LESS TOTAL DEMAND OVERSUPPLIED (v} | GKOEASUPPUED (4 1 : AT

Total Supply

Total Remaining

Fid Zona 5,359 Duke

Totat PEPL 5,359 Duka

Al Vielumas Inclusive Of Fual




"MISSQUR! GAS ENERGY
SUPPLY { DEMAND SUMMARY
August 2000 -Final

Augyst Demand

1,493,282 Monthly Total

Schedule MTL - 17

48,170 Daily Avarage MMBTU PER FUEL MMBTU TOTAL TOTAL
0 HDD's DAY PER DAY pAILY MONTHLY
WGPC CUSTOMER DEMAND . 29,217 . 705 29,922 927 582
WGPC TSS STORAGE INJECTION (+)WITHDRAWAL {-} {njection MNominate 61,721 Dthid 57,585 - 4,136 61,721 1,913,351
WGPC FSS STORAGE INJECTION (+)WITHDRAWAL (-} Injection Nominate 5,620 Dth/d 5.243 377 5.620 174,220
SUB-TOTAL WGPC DEMAND 92.045 5218 97,263 3,015,153
PEPL CUSTOMER DEMAND Avg 711 QulSt 500 @ KC Meters - Balancing 1.211 25 1,236 38,316
PEPL STORAGE INJECTION [+J/WITHDRAWAL {-) [njection Nominate 4,123 Dthid 4,037 86 4123 127 813
SUB-TOTAL PEPL DEMAND 5,248 m 5,359 168,128
PEPL @ PONY EXPRESS Dafivered 107th & Elm g - 0 4] 0
SUB-TOTAL PEPL @ PONY EXPRESS 0 0 0 [§]
PXpP CUSTOMER DEMAND Delivered 107th & Elm 7.742 264 B8.006 243,186
SUB-TOTAL PONY RDEMAND 7742 264 B,006 248,186
PYXP @ WGPC GLAVIN Defivered WEPC WG Metars - 10,000 448 10,448 323688
SUB-TOTAL PXP @ WGPC GLAVIN : 10,000 448 10.448 323,888
KPC CUSTOMER DEMAND 1] 0 o 4]
SUB-TOTAL KPOC DEMAND [} [3] 0 [1]
GRAND TOTAL ALL DEM.AND {COMPARE TO TOTAL SU-PPLY) © 115,035 6,041 121,076 3,753,356
ASSIGNED TERM SUPPLIES
2
REASON MINIMUME/D MAXIMUMS/D PLAND PLAN/MO
AMOCO ENERGY TRADING - T/S G 30002 min; demand 3] 17,808 10,771 333,901
QXY USA, INC - T/S GP 30003 min; demand g 37.500 22,679 703,049
sOé-TOTAL ASSIGRED TERM SUPPLIES Q 55,308 33,450 1,036,950
MGE TERM SUPPLIES
Oneok_PE PXP profiiad volume; 1] ] 2358 73.038
SUB-TOTAL TERM SUPPLIES 0 0 2,156 73,036
MGE SUMMER SUPPLIES S .
} 0 0 Q 0
SUB-TOTAL WINTER TERM SUPPLIES [ Q o []
™~
SPOT PURCHASES . N
Duke @Echo Springs 32,194 998,014
Duke on PEPL 5,359 166,129
Duke on WNG 32,425 1,005,175
Duke on PXP-KNI 16,088 499,028
a Q
0 4]
SUBS-TOTAL SPOT PURCHASES [+ 0 86,076 2,668,356
GRAND TOTAL ALL SUPPLIES (COMPARE TO TOTAL DEMAND) 1] 55,308 121,882 3,778,342
Delivery Ta Kansas Gas Senvice @ WG Point 24280, Topeka, 25,000 DthiMo. -808 25,000
TOTAL SUPPLY LESS TOTAL DEMAND AOVERSUPPUED [+) / UNDERSUPPLIED (4 0 -ta

ﬂié?r?&??Né%??i“é‘éﬁ}ﬁ@iﬁ‘éiﬁdﬁ"ﬂ?bdu& Oh Fiel 28R 3

TS
OXY T/S
Duke
0
Total Supply 57 965}
Total Remaining ol

e T e T e
B I PEP L Elowing Volimes. o b aoiim e
Haven ]
Fld Zona 5,358 Duka
Tatal PEPL £,358 Duke

All Volumes Inclusive Of Fuel
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MISSOURI GAS ENERGY
SUPPLY | DEMAND SUMMARY September Demand
September 2000 -Final

1,445,100 Monthly Total

48,170 Dally Average -MMETU PER FUEL MMBTU TOTAL TQTAL
0 MDD's DAY PER DAY DAILY MONTHLY
WGPC CUSTOMER DEMAND ’ 28,150 679 28,829 864,870
WGPC TSS STORAGE INJECTION (+IWITHDRAWAL (-} Injection Nominate 41,147 Dthid 38,390 2757 41,147 1,234,410
WGPG F58 STORAGE INJECTION (+PWITHDRAWAL {-) Injection - Nominate 5,620 Dth/d i 5.243 377 5.620 1668 600
S5UB.TOTAL WGPC DEMAND 71.783 3913 75.586 2,267,680
PEPL CUSTOMER DEMAND Avg 438 Quist 800 @ KC Meters - Balancing 1,234 7 1,385 40,950
PEPL STORAGE INJECTION {+VWITHDRAWAL [} Injection Noménata 4,123 Oth/d 4.037 86 4,123 123,650
SUB.TOTAL PEPL DEMAND 5375 113 5,488 164,640
PEPL @ PONY EXPRESS Celivered 107th & Elm a 0 Q 0
SUB-TOTAL PEPL @ PONY EXPRESS . ] 0 o [+}
PXP CUSTOMER DEMAND Delivered 107th & Elm 8,682 256 8.978 269,340
SUB-TOTAL PONY DEMAND 8,682 2056 8,978 268,240
PXP @ WGPC GLAVIN Delivered WGPL KC Meters 10,000 448 10.448 313,440
SUB-TOTAL PXP @ WGPC GLAVIN 12,000 448 10,448 313,440
. 1445100 .
KPC CUSTOMER DEMAMD a a 0 Q
SUB.TOTAL KPOC DEMAND 0 o 0 0
GRAND TOTAL ALL DEMAND {COMPARE TO TOTAL SUPPLY} ' 95,840 4,670 100,510 3,015,300
ASSIGNED TERM SUPPLIES
0 . .
REASON MINIMUMS/O MAXIMUMS/D FLAND PLANMO
AMOCO ENERGY TRADING - T/8 GP 30002 rein; demand 0 17,808 10,771 323,120
OXY USA, INC - TrS GP 30003 min; demand ] 37,500 22879 880,370
SUB-TOTAL ASSIGNED TERM SUPPLIES . ) L) 55,308 33,450 1,003,500
- MGE TERM SUPPLIES
Onaok ' e profled vokme; o o 2563 76,890
w . . N
SUB-TOTAL TERM SUFPUES : [ 1] 2,563 16,890
Mi UMMER SUPPLIES
- , 1] 4] a 0
SUB-TOTAL WINTER TERM SUPPLIES [] ] [} 0
SPOY PURCHASES
Duke @ Echo Springs : i 32,194 965,820
Duke on PEPL in field zone 5,488 164,640
Cuke o FXP-KN, & Rockpon 46,863 505,890
. Duke on WNG fleld zcne . . 16,750 323,700
0 0
4] 0
1) G,
q a
0. 0
0 0
1} 0
i : a (1
SUB.-TOTAL SPOT PURCHASES [] [] 65,335 1,960,050
GRAND TOTAL ALL SUPPUES (COMPARE TO TOTAL DEMAND) ] 55308 101,348 3,040,440
Delivery To Kansas Gas Servica @ WNG Peint 24280, Topekl. 25,000 DirvMo. -833 . =25,000
TOTAL SUPPLY LESS TOTAL DEMAND OVERSUFPUED )/ UNDERSUPPLIED (4 5 140

ie—
A et e Wkl LT e i S

' EchoiNew

SEAPERL Flowthg Volimenss: Sha]

XY P Haven [+
Duka ' Fid Zong 5488 Duke
Tatal PEPL 5488 Cuke

Al Volumes Inclusive Of Fuel

[Total Six
Total Remazining
—
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MISSOURI GAS ENERGY

SUPPLY /| DEMAND SUMMARY Qutober Demand
Cctober 2000 - Final ' -

3,224,785 Monthiy Tota!

104,026 Daily Avarage MMBTU PER FUEL MMBTU TOTAL ToTal
79 HDD's DAY PER DAY CAILY MONTHLY
WGPC CUSTOMER DEMAND . 83,812 1,540 85,352 2025912
WGPC TS5 STORAGE INJECTION (+YWATHDRAWAL (-] Injection Nominate 37.054 Dthid 34,571 2,483 . 37054 1,148,674
WGEPC FSS STORAGE INJECTION (+)WTTHDRAWAL {4 Injetticn Nominate 5,620 Divd 5,243 377 5,620 174,220
SUB-TOTAL WGPC DEMAND 103,826 4,400 108,026 3,348,608
PEPL CUSTOMER DEMAND Avg 1,798 OutSt 500 @ KC Meters - Batancing 2,298 47 2,345 72,695
PEPL STORAGE INJECTION {+)WATHDRAWAL [+ Injection Nominate 4,123 Dihid 4037 28 4123 127,812
SUB-TOTAL PEPL DEMAND 6,335 133 6,468 200,508
PEPL @ PONY EXPRESS Delivered 107th & Elm ] Q [+ 0
SUHR-TOTAL PEPL @ PONY EXPRESS . (V] 0 ° b
BXP CUSTOMER DEMAND Detivered 107th & Eim 37916 1,264 38.240 1,215,510
SUB-TOTAL PONY DEMAND 37,915 1.2 39210 1,215,510
PXP @ WGPC GLAVIN Detivered WGPC KC Meters Q 0 Q {
SUB-TOTAL PXP @ WGPC GLAVIN ot . I\] ) o 0
KPC CUSTOMER DEMAND b o Y] ]
SUB-TOTAL KPOC DEMAND : : 0 [+ a [i]
GRAND TOTAL ALL DEMAND (COMPARE TO TOTAL SUPPLY} - T 147,877 5,827 153,704 4,764,824
ASSIGNED TERM SLPPLIES
3
REASON MINIMUME/D MAXIMUMS /D PLAND PLAN/MO
AMOCO ENERGY TRADING - T/S GP 30002 min; demand 4] 17,808 10,710 333,870
OXY USA, INC-TIS . GP 30003 min; demand o 37.500 22677 702,987
SUB-TOTAL AS3IGNED TERM SUPPLIES . [+] 55,308 33,447 1,036,857
ONEOK TERM SUPPLIES N
ONEOK BXP . profiled volume; 0 ] 2,360 73160
SUB-TOTAL TERM SUPPUES . . a [1] 2,360 73,160
DUKE TERM SUPPLIES
ECHO SPRINGS 0 0 32,195 998,045
PXp Q 0 36,850 1,142,350
WILLIAMS ] 4] 43,191 1,338,921
PANHANDLE 4] o 6,468 200,508
KANSAS PIPELINE +] Q 0 o
PXP @ MLAMI o 0 0 0
SUB-TOTAL WINTER TERM SUPPLIES [} [] 118,704 3,679,824
GRAND TOTAL ALL SUPPLIES (COMPARE TO TOTAL DEMAND) ’ . 0 55,308 154,514 4,789,841
Delivery To Kansas Gas Service @ WNG Point 24280, Topeka, 25,000 DihMo. -0 o ’ -806 T 25,000
TOTAL SUPPLY LESS TOTAL DEMAND OVERSUPPLIED (+) r UNDERSUPPLIED () ) L : 1 g7

<5 Naw Capacity{Inelides Production Bl

10,770
Oxy 15,000
Duke 32,195

Total Supply 57,965
Tatal Remaining Q




MISSOUR! GAS ENERGY

SUPPLY [ DEMAND SUMMARY Hovember Demand

November 2000 - Finaj
12312000 @ 4:00 PM

Schedule MTL - 17

7425361 Manthly Total

247,512 Daily Average

MMBTU PER

FUEL MMBTU TOTAL VOTAL
657 HDD's DAY PER DAY DALY MONTHLY

WGPC CUSTOMER DEMAND 216,802 1,996 80,465 2,413,950

WGPC TSS STORAGE INJECTION (+WWITHORAWAL (-} -138,333 o Q ]

WGPC FS5 STORAGE INJECTION {+/WTITHDRAWAL (-} - Storage With Nominata § {Zero) o 0 a Q
SUB-TOTAL WGPC DEMAND PRD Availaple  Z0B513 78,562 . 1,896 . 80,465 2,413,850
PEPL CUSTOMER DEMAND Avg (3587 OB, 3735 WS, 2000 BL, 1000 KC) 10522 137 8,487 184,610

PEPL STORAGE INJECTION [+WWITHDRAWAL (-} . Storage With Nominate 4320 Dih/d 4,272 0 0 [}
SUB-TOTAL PEPL DEMAND 8350 137 5,487 184640
PEPL & PONY EXPRESS Celivared 107th & Elm 4] [+] a a
SUB-TOTAL PEPL @ PONY EXPRESS [i] 0 4] [1]
PXP CUSTOMER DEMAND Delivered 107th & Elm 19,988 682 20670 620,100
SUB-TOTAL PONY DEMAND 19,988 682 20,670 620,100
PXP @ WGPC GLAVIN Deliverad WGPC KC Maters O 0 o 4]
SUB-TQTAL PXP @ WGPC GLAVIN [ 0 7] [
KPC CUSTDMER DEMAND 0 0 1] o
SUB-TOTAL XPOC DEMAND 0 Q 0 [+]
GRAND TQTAL ALL DEMAND [COMPARE TO TOTAL SUPPLY) 104,907 2,715 107,622 3,228,660
ASSIGNED TERM SUPPLIES

n
REASON [ g PLAND PLANAO

AMOG ENERGY TRADING - T/S @ ECHO SPRINGS &P 30002 0 ‘0 17,808 534,240
OXY USA, INC - /S @ ECHO SPRINGS GP 30003 0 0 15.000 450,000
QXY USA, INC - TIS & WILLLAMS PRODUCTION POINTS GP 30003 0 0 22,500 675,000

SUB-TOTAL ASSISNED TERM SUPPLIES 0 [ 55,308 1,659,240
ONEOK TERM SUPPLIES °
ONEOK & PAP CHEYENNE ) ] 1.000 20,000

SUB-TOTAL CHEDK TERM SUPPLIES qQ [ 1,900 30,009
Dy RM SUPPUE
WILLIAMS @ ECHO SPRINGS “ 0 a 25,157 754,710
PONY EXPRESS & CHEYENNE [ 0 19,670 590,100
WILLIAMS 0 0 o o]
PANHANDLE 0 ¢ 6,487 194610
KANSAS PIPELINE Q 0 1] o]
PONY EXPRESS & MIAME 0 ¢ 1] o

SU/B.TOTAL DUXE TERM SUPPLIES o [] 54,314 1,539,420
GRAND TOTAL ALL SUPPLIES {COMPARE TO TOTAL DEMAND} ] L] 497,622 3,278,660
TOTAL SUPPLY LESS TOTAL DEMAND QvERSUPELIED (+}{ UNDERSUSPLED (-} e o
Celivery To Kansas Gas Service & WNG Point 24280, Topeka, 25,000 DthMo, 833 25,000

e e T T T ee]
M Echoz New Capacity tinctudes Prodiiction Fiel). I T80T
Ao .
Coxy
Duke

Total Supply
Total Remilning

WNG FULL TRANSPORT

LESS MAX STORAGE WITHDRAWAL
FLOWING GAS NEEDS

VNG NOMINATED

[RG PEAK DAY.REQUIREMENT [N3L of FUmils o0

ﬂPEAK DAY NEEDS

165,2




MISSOUR! GAS ENERGY
SUPPLY | DEMAND SUMMARY
December 2000 - Final

11/28/2000 @ 3:20 PM

December Demand

12,400,465 Monthly Total

Schedule MTL - 17

B T T S A
L EEho S How Capacity {inclutea Produttion Fusl) s L7

{Arnoco

Oxy
Citke

[Totai Supaly

[Total Remaining

PEAK DAY NEEDS
e

400,045 Dally Average MHBTY PER FUEL MMBTY TOTAL ToTAL
1473 HOD's DAY PER DAY DALY MONTHLY

WGPC CUSTOMER OEMAND vk 5,593 237’.38\ 7,288,811

WGPC TSS STORAGE INJECTION {+WWITHDRAWAL {- 91,935 0 1] o]

WGPC FSS STORAGE INJECTION {+¥WITHDRAWAL {-} Slorage With Nominate 0 {Zero) ] [¢] 0 o]
SUB-TOTAL WGPC BDEMAND PRD Avaifable 243813 231,788 5,543 237381 7333811
PEPL CUSTOMER DEMAND Avg (BO26 OS5, 2400WR, S000 BL, 1000 KG) 14,436 175 B272 256,432

PEPL STORAGE INJECTION {+)/WITHCRAWAL {4 Storage With Nominate 6410 Qthvd 6,339 o 1] [
SUB-TOTAL PEPL DEMAND 8,097 175 8,272 256,432
PEPL & FONY EXPRESS Cetivered 107th & Eim 0 o 1] Q
SUB.-TOTAL PEPL @ PONY EXPRESS a 0 4] Q
PXP CUSTOMER DEMAND Delivered 107th & EIm 51,856 1,770 53,626 1.662 406
SUB-TOTAL PONY DEMAND 51,856 1,770 53,626 1.562.406
PXP @ WGPC GLAVIN Delivered WGPC KC Maters 0 o 4] [v]
SUS-TOTAL PXP @8 WGEPGC GLAVIN a [} [ [+]
KPC CUSTOMER DEMAND 10,000 371 18,371 321,501
SUB-TOTAL KPOC DEMAND 10,002 3z 10,371 321,501
GRAND TOTAL ALL DEMAND (COMPARE TO TQTAL SUPPLY} 301,741 7,308 309850 9,599,180
ASSIGNED TERM SUPPLIE: v

M
REASON MINMUMETD MAXIMUMSD PLAND PLANMO

AMOCO ENERGY TRADING - 173 @ ECHO SPRINGS GP 30002 2} a 17,808 552,048
X USA, NG - T/5 @ ECHO SPRINGS GP 30003 V] L} 15,000 485,000
OXY USA. ING + TS @ WILLIAMS PRODUGTION POINTS GP 20003 o o 22,500 897,500

SUB-TOTAL ASSIGRED TERM SUPRLUIES [} [] 55,208 1,714,848
ONEOK TERM SUPPLIES
ONEOK & PXP CHEYENNE a [+] 1,000 31,000

SUB-TOTAL ONEOK TERM SUPPUIES [ [] 1,000 31,000
DUKE TERM SUPPLIES
WILLIAMS @ ECHO SPRINGS . 0 0 25,157 T79.867
PARY EXPRESS @ CHEYENNE : 1] -Q 32,626 1,011,408
WILLIAMS 1] L] 156,918 4,864,396
PANHANDLE 0 o 8272 255,432
KANSAS PIPELINE 0 0 10371 321,501
PONY EXPRESS @ MIAMI ¢ 1] 1} 4]

SUB-TOTAL DUKE TERM SUPPLIES ] '] 233,342 7,223,602
GRAND TOTAL ALL SUPPLIES [COMPARE TO TOTAL DEMAND) ] 0 289,650 8,979,150
TOTAL SUPPLY LESS TOTAL DEMAND OVERSUFPLIED (+}/ UNDERSUPPLIED () -20,000 -520,000
Cealivery To Kansas Gas Servica & WNG Point 24280, Topeka, 25,000 DihvMo. - 806 25,000



Schedule MTL — 17

MISSOUR! GAS ENERGY

SUPPLY ! DEMAND SUMMARY January Demand
January 2004 - Final

POP

13,893,421 Monthiy Total

448,175 Dally Average HMETY PER, FUEL MMEBTUY | TQTAL TOTAL
1218 HDD's DAY PER DAY DAILY MONTHLY
WGPC CUSTOMER DEMAND 285,358 7618 243,621 7,552,251

WGPC TSS STORAGE INJECTION (+)WITHDRAWAL (-) 49,355 s} [v]

WGPC F35 STORAGE INJECTION [+WWITHORAWAL (- Storage With Nominate O (Zerq) a 0 4] 4
SUB-TOTAL WGPC DEMAND PRD Available 243,413 236,003 7.618 243 621 7.552.251
PEPL CUSTOMER DEMAND Avg (7,237 08, 6,715 W8, 5,000 BL, 10,000 Dedson) 28,952 a1 22,818 707,358

PEPL $TORAGE INJECTION (+WITHBRAWAL (-] Staraga With Narninata 8689 Dth/d H615 Q 4] q
SUB-TQTAL PEPL DEMAND 22337 . 491 22818 707,258
PEPL @& PONY EXPRESS Deliverad 107th & Eim 0 0 0 o]
SUB-TOTAL PEPL @ PONY EXPRESS [}] [} 4] [4]
PXP CUSTOMER DEMAND Delivared 107th & Eim 70,500 2,406 72,908 2,260,086
SUB-TATAL PONY DEMAND 70,500 2406 72,908 2,260,086
PXP @ WGPC GLAVIN Delivered WGPC KC Meters 19,472 801 20,373 531,563
SUB-TOTAL PXP @ WGPC GLAVIN . 15,472 901 26,373 831,563
KPC CUSTOMER DEMAND . 43893 1,630 43,523 1,411,213
SUB-TOTAL KPOC DEMAND 43,893 1,630 45,523 1,411,213
GRAND TOTAL ALL DEMAND {COMPARE TQ TOTAL SUPPLY) 392,205 . 13,036 405,241 12,662,471

SSIGNED TERM SUFPLIE!
Yl .
REASON MINIMUMS/D MAXIMUMS/D PLANT PLAN/MO
AMOCO ENERGY TRADING - T/5 @ ECHD SPRINGS GP 3002 0 ] 17,808 552,048
OXY USA, INC - /S g ECHO SPRINGS . G 30003 1] 0 15,000 465,000
QXY USAING - TIS @ WAILLIAMS PROCUCTION POINTS . GP 30003 g Q 12,500 697,500

SUB-TOTAL ASSIGNED TERM SUPPLIES ) . L) a 55,308 1,714,548
ONEQK TERM SUPPLIES
ONECK (@ PXP CHEYENNE o - 0 1,000 31,000

SUB-TOTAL ONEOK TERM SUPPLIES 0 [] 1,000 31,000
DUKE TERM SUPPLIES
WILLIAMS [ ECHO SPRINGS R o s} . 25535 . 791,585
PONY EXPRESS ) CHEYENNE . ) o 82,275 2,260,849
WILLIAMS indudes deiveries 10 XGS @ WNG Pont 24230 ) 0 182,778 5,048,118
PANHANDLE [+] o 22818 707,353
KANSAS PIPELINE Q ¢ 45523 1411213
PONY EXPRESS @ MLAM! 0 <] o 0

SUB-TOTAL DUKE TERM SUPPLIES a 4] 348,933 10,515,923
GRAND TOTAL ALL SUPPLIES {COMPARE TO TOTAL DEMAND) ] ) 9, 405,244 ‘12,552,&71
TOTAL SUPPLY LESS TOTAL DEMAND ov UIED (+} 4 UNE PUIED () . L) [}
Delivery To Kansas Gas Sarvica @ WNG Point 24280, Topaka, 25,000 DthMo. . 808 25,000
iEahol:New Capachty {Inclides Prodisction Fuel)iinf tei ¥ |
JAmaco ) 17,8
Oxy 135,

Duke ) 25,
0
0
4
[4]
Total Supply } 58, :
Total Remainin 1] PEAK DAY NEEDS 7,81




MISSOURI GAS ENERGY
SUPPLY / DEMAND SUMMARY
February 2001 - Final

111712001 @ 3:05 PM

February Demand

Schedule MTL - 17

11,233,437 Monthly Total

401,375 Dally Average MMETU PER FUEL MMBTU TOTAL TQTAL
946 HDD's DAY PER DAY OAILY MONTHLY

WGPC CUSTOMER DEMAND 289,589 6,767 216,422 6,059,816

WGPG TS5 $TORAGE INJECTION {+)WITHDRAWAL (-} -79,914 0 [ 0

WGPC FSS STORAGE INJECTION (+MWITHDRAWAL () Storage With Narninata O (Zara} o Q Q 1]
SUB-TOTAL WGPC DEMAND PRD Availabie 243,452 ) 209,655 8,767 216,422 6,059,816
PEPL CUSTOMER DEMAND Avg (6201 S, 5526 WH, 5000 BL, 1000 KC} 16,827 212 10,045 281.260

PEPL STORAGE INJECTION [*/WITHDRAWAL (-} Staraga With Nominate 7038 Dthid £,994 N 4] 1]
SUB-TOTAL PEPL DEMAND . 9,833 212 10,645 281,260
PEPL @ PONY EXPRESS Deliverad 107th & Elm 0 Q 0 g
SUB-TOTAL PEPL @ PONY EXPRESS [ a Q . Q
PXP CUSTOMER DEMAND Delivered 107ih & Elm 70,500 2,406 72,906 2,041,368
SUB-TOTAL PONY DEMAND 70,500 2,406 72,906 2,041,368
PXP @ WGPC GLAVIN Detivered WGPC KC Maters 14,479 870 15,149 424 172
SUB-TOTAL PXP @ WGPC GLAVIN 14,479 670 15,149 424,172
KPC CUSTOMER DEMAND 10,000 371 10,371 290,383
SUB-TOTAL KPOC DEMAND 10,000 3 10,371 290,388
GRAND TOTAL ALL DEMAND (COMPARE TO TOTAL SUPPLY) 314,367 10,426 324,893 9,087,004
ASSIGMED TERM SUPPLIES

2]
HEASON MINIMUMS/D MAXIMUMS/D PLAND PLANMO

AMCCE ENERGY TRADING - 175 @ ECHO SPRINGS GP 20002 h) o 17,808 498,824
OXY USA, ING - T/S @ ECHQ SPRINGS GP 10003 0 o 15,000 420,000
OXY USA, INC - /S @ WILLIAMS PRODUCTION POINTS GP 30003 a ¢ 22,500 £30,000

SUB.TOTAL ASSIGNED TERM SUPPLIES -0 [] 55,108 1,548,624
ONEQD RM SUPPLIE
ONEOK @ PXP CHEYENNE ¢ 0 1.000 28,000

SUB.-TOTAL ONECK TERM SUPPL_IES a [] 1,000 28,000
DUKE TERM SUPPLIES
WALLIAMS @ ECHO SPRINGS ' o 9 25,535 714,980
PONY CXPRESS (3 CHEYENNE : 1] Q a7 055 2437 540
WALLLAMS Includes deliveries to KGS £ YWNG Point 24250 [1] 0 © 115,579 3236212
PANHANDLE [} o 10,045 281,260
RANSAS MPELINE o 0 10,371 290,388
PONY EXRRESS @ MiAAL \] Q a vl

SUB-TOTAL DUKE TERM SUPPLIES [] [] 248,585 6,960,380
GRAND TOTAL ALL SUPPLIES {COMPARE TO TOTAL DEMAND) ] a 304,891 B,537,004
TOTAL SUPPLY LESS TOTAL DEMAND QVERSUPPLIED [+} ] UNDERSUPPLIED (-} -20,800 '-560,000
Dalivery Ta Kansas Gas Servica . 0 VWING Paint 24280, Tapeka, 25,000 Othidda. 893 25,000

~Echa? Mew Capacity {[ncludeX Production Fial).a.7

Larmnocs
Oxy
ke

Total Supply
Total Remaining

[WNG PEAK DAY REQUIREMENT (Nat'af Fug) |2

VNG FULL TRANSPORT 737,62
LESS MAX STORAGE WITHDRAWAL -493 A1
FLOWNG GAS NEEDS 243,813
VNG NOMINATED -190,280
0
0
0
. 0
{PEAK DAY NEEDS 53,53




Schedule MTL - 17

MISSOUR! GAS ENERGY
SUPALY [ DEMAND SUMIMARY Warch Bemapd
March 2001 - Final

8,448,472 Monthly Tatal h

212,534 Rally Average WHETU PER FUEL MMBTY - TOTAL  YOTaL
6391 HDD's GAY PER DAY DALY MONTHLY
WGPG CUSTOMER DEMAND 200,967 4514 144,366 4,475,346
WOPC TSS STORAGE INJECTION (+W/WITHDRAWAL (-} 61,115 a 4 [#}
WGPC F53 STORAGE INJECTION {+MWITHDRAWAL (-} Storage With Nominata 0 {Zero} o [ o [+]
SUB.TOTAL WGPC DEMAND PRO Available 208,513 139,857 4514 144,266 4,475,246
PEPL CUSTOMER DEMAND Avg {3980 OS, 4592 WE, 2000 BL, 1000 KC) 11,572 161 76813 236,003
PEPL STRRAGE IMJECTION (+WITHORAWAL {-} Storage With Mominate 4181 Dlhvd . -4.120 0 . a 2
SUB-TOTAL PEPL DEMAND 7.452 161 7.613 236,003
PEPL {3 PONY EXPRESS : " Delivered 107th & Eim i} 0 9 a
SUB-TOTAL PEPL @ PONY EXPRESS [ a 0 o
PXP CUSTOMER DEMAND Delivereg 107th & Eim 43 000 1.672 50872 1,570,832
SUB-TOTAL PONY DEMAND 49,000 1,672 50,672 1,579,832
PXP @ WGPC GLAVIN Delivared WGPC KC Matars 5992 277 6.269 154,339
SUB-TOTAL PXP @ WGPC GLAVIN ) 5,992 7 6.269 194,339
KPC CUSTOMER DEMAND 5,000 186 5,186 160,766
SUB-TOTAL KPOC DEMAND . 5,000 186 5,186 160,786
N - - e
GRAND TOTAL ALL DEMAND [COMPARE TO TOTAL SUPPLY) 207,296 6,310 214,106 5,637,286
ASSIGNED TERM SUPPLIES
n
REASON MINIRUMS/D MAXIMUMST PLAND PLAN/MO
AMDCO ENERGY TRADING - TIS @ ECHO SPRINGS GP 3002 o o 17,808 562,048
QXY USA, INC - T/S @ ECHO SPRINGS : GP 30003 o [ 15000 . 465,000
QXY USA, INC - T/S @ WILLLAMS PRODUCTION BOINTS GP 30003 .o Q 22,500 697,500
SUB-TOTAL ASSIGNED TERM SUPPLIES - [] [} 55,308 ,714,548
NEQK TERM SUPPLIE! .
ONEOK (@ PXP CHEYENNE Q 0 1,000 31,000
SUB-TOTAL ONZOK TERM SUPPLIES ’ ’ [ ] — 1,000 31,000

OUKE TERM SUPPLIES

WILLIAMS @ ECHO SPRINGS 25,535 791,585

[ 0

PONY EXPRESS @ CHEYENNE e 0 a 55941 17341471
WILLIAMS includes defiveries tn KGS @ WNG Peint 24280 [t} 0 38,523 1,194,213
PANHANDLE /] o 7.813 236,003
KANSAS PIPELINE 7] ° 5,186 160,766
PONY EXPRESS @ MIAM 1] 4] [ 44

SUB-TOTAL DUKE TERM SUPPLIES [] 0 132,798 4,116,718
GRAND TOTAL ALL SUPPLIES [COMPARE TQ TOTAL DEMAND) L o 189,106 5.862,286
TOTAL SUPPLY LESS TOTAL DEMAND QVERSUPPLIED {+)f UNDERSUPPUED {) 7 -25,000 «775,000
Celivery To Kansas Gas Servica @ WNG Point 24280, Topeka, 25,000 DthMo. ' 806 25,000

e
‘Echa’ New Capacity {Ingiudés Produttion Fuel) 5 s bae e Cim
Amiaca 17,80

[Oxy 15,
Dizke 25,

LESS MAX STORAGE YTHDRAWAL
FLOWING GAS NEEDS
G NOMINATED

Total Supply j 58,34
[Total Rematning - 0j FEAK DAY NEEDS




Schedule MTL ~ 17

MISSOURI GAS ENERGY :
SUPPLY [ DEMAND SUMMARY April Demand
April 2001 - Final

4,126,421 Monthly Total

137,547 Daily Average MMBTU PER FUEL MMBYTU TaTAL TOTAL
325 HDD's DAY PER DAY DAILY MONTHLY
WGFPG CUSTOMER DEMAND 116,174 3,750 119.924 3,597,720 .
WGEPC TSS STORAGE INJECTION (+\MITHDRAWAL (-} Injection Maminate 80859 Cihid ) T7.000 30950 80,959 ‘2428770
WGPC F55 STORAGE INJECTION (+)WITHDRAWAL (<) Injection Neminate 5513 Dth/id 5.243 270 5.513 165,390
SUB-TOTAL WGPC DEMAND 198,417 7.979 206,396 6191880
PEPL CUSTOMER DEMAND Avg {2632 CS, 1376 WB, 0 BL. 1006 Dodsoen) . - 5,008 112 * 8,120 153,600
PEPL STORAGE INJECTION |+JWITHDRAWAL [-} injection Nominate §78% Dihd G,644 145 8,783 203,670
SUB-TOTAL PEPL DEMAND 11,652 257 11,509 357,270
PEPL @ PONY EXPRESS Deiivered 107th & Elm 0 0 [} Q
SUB-TOTAL PEPL @ PONY EXPRESS -0 0 4] 1]
PXP CUSTOMER DEMAND Delivered 107th & Eim 16,365 . . 558 16,923 507,690
SUB-TOTAL PONY DEMAND 16,365 558 16,923 507,690
PXP @ WGPC GLAVIN Defivered WGPT KC Meters 0 Q o 1]
SUB-TOTAL PXP @ WGPC GLAVIN - ’ ] ’ [+] 4] 0
KPC CUSTOMER DEMAND 0 0 Q 1]
SUB-TOTAL KPOC DEMAND [+ 0 Q Q
GRAND TOTAL ALL DEMAND {COMPARE TO TOTAL SUFPLY) ' ' o 226,434 8,794 235,228 7,056,840
ASSIGNED TERM SUPPLIES
3
REASON MINIMUMS/D MAXIMUMSD PLANTD PLANMG
AMOCO ENERGY TRADING - T/S @ ECHO SPRINGS GP 30002 o 0 8,697 260,910
oxy US{\. INC - T/S @ ECHO SPRINGS GF 30003 0 0 15,000 450,000
QXY USA, INC - T/ @ WILLIAMS PRCDUCTION POINTS GP 30003 0 0 3312 49,360
SUB-TOTAL ASSIGNED TERM SUPPUIES . ) ) ’ . a [} 27,009 810,270
ONEOK TERM SUPPLIES
ONEOK @ PXP CHEYENNE ’ 1] 0 1,000 30,000
SUB-TOTAL ONEOK TERM SUPPUES [} a 1,000 30,000
DUKE TERM SUPPLIES
WILLIAMS & ECHO SPRINGS 0 o} 34,646 1,039,380
PORY EXPRESS @@ CHEYENNE 2 0 15,923 477 690
WILLIAMS Includes defverias to KGS & WNG Point 24280 2] 0 144 741 4,342.230
PANHANDLE 0 0 11,809 357,270
KANTBAS PIPELINE . 1] 0 b o
PONY EXPRESS & MIAM! 0 0 a 0
SUB-TOTAL DUKE TERM SUPPLIES ] 0 207,219 6,216,570
GRAND TOTAL ALL SUPPLIES {COMPARE TO TOTAL DEMAND) ’ o 0 235328 7,056,840
TOTAL SUPPLY LESS TOTAL DEMAND OVERSUPPLIED {+} 1 UNDERSUPPLIED () . ’ qQ q
Delivery To Kansag (Gas Service @ WNG Point 24280, Topeka, 25.000 Dih/Mo, a ' a33 25,000

Total Supply 58,343
Total Remraining 0




MISSOURI GAS ENERGY
SUPPLY | DEMAND SUMMARY

May Demand
May 2001 - Final

2,062,755 Monthly Total

Schedule MTL — 17

66,540 Daily Average MMBTU PER FUEL MMBTU TOTAL ToTaL
122 HDD's CAY PER DAY DALY MONTHLY
WGPC CUSTOMER DEMAND 50,449 1,628 2,077 1,614,387
WGPC TSS STORAGE INJECTION {+}/WITHDRAWAL (-} injection Nominate 105141 Dth/d 100,000 5,141 105,141 3,259,371
WGPC F55 STORAGE INJECTION {+)WITHDRAWAL (-) Injection * Nominate 0 Dth/d 0 o 0 ]
SUB-TOTAL WGPC DEMAND 150,445 6,769 157,218 4,873,758
PEPL CUSTOMER DEMAND Avg (1289 OS, 802 WB, § BL, 500 Dodson) 2,991 58 2,649 82,119
PEPL STORAGE INJECTION (+WITHDRAWAL {-) Injection Nominate 6789 Dthid 5,644 145 6,789 210.459
SUB-TOTAL PEPL DEMAND 9,235 203 9,433 292.578
PEPL @ PONY EXPRESS Delivered 107th & Elm 4] 0 3 0
SUB-TQTAL PEPL (@ PONY EXPRESS o 0 ] v}
PXP CUSTOMER DEMAND Celivered 107th & Elm 13,500 461 13,961 432.791
SUB-TOTAL PONY DEMAND 13,500 461 13,9681 432,73
PXP @ WGPC GLAVIN Defivered WGPC KC Meters Q o] 0 Q
SUB-TOTAL PXP @ WGPC GLAVIN . [2] o 0 []
KPC CUSTOMER DEMAND D 0 O ]
SUB-TOTAL KPOC DEMAND G 0 Q Q
GRAND TOTAL ALL DEMAND (COMPARE TO TOTAL SUPPLY} 173,184 7,433 130,517 5,599,127
ASSIGNED TERM SUPPLIES
3
REASON MINIMUMS/D MAXIMUMS/D PLAND PLANMO
AMOCO ENERGY TRADING - T/S @ ECHO SPRINGS GP 3£002 1] 0 8,697 269,607
OXY¥ USA, INC - T/S @ ECHO SPRINGS GP 30003 1] 4] 15,000 465,000
CXf USA, INC - T/8 @ WILLIAMS PRODUCTION POINTS P 30003 ] ] 332 102,672
SUZ.TOTAL ASSIGNED TERM SUPPLIES . 0 o 27,009 827,273
ONEOK TERM SUPPLIES
ONEQK ) PXP CHEYENNE [s] 1] 1,000 31,000
SUB-TOTAL ONECK YERM SUP'M..!ES a Q 1,000 31,000
DUKE TERM SUPPLIES
WILLIAMS @ ECHO SPRINGS o 0 34,646 1,074,028
PONY EXPRESS ¢ CHEYENNE /] 0 12,961 401,71
WILLIAMS Includas daliverias 16 KGS @ WNG Point 24280 0 o] 95,563 2,962,453
PANHANDLE 0 Q 9,438 292,578
KANSAS PIPELINE >} [} Q 0
PONY EXPRESS @ MIAM| 4] 4] o 0
SUB-TATAL DUKE TERM SUPPLIES 0 [ 152,608 4,730,848
GRAND TOTAL ALL SUPPLIES (COMPARE TO TOTAL DEMAND) 1] 0 130,617 5,599,127
TOTAL SUPPLY LESS TOTAL DEMAND OVERSUPPLIED (+}/ UNDERSUPPLIED (-} o )]
Delivery To Kansas Gas Service @& WNG Point 24280, Topeka, 25,000 Dth/Mo. 806 25,000

T Navw Capacily (Inclides Braduction Fua

Total Supply
Total Remaining ]




v
>

Schedule MTL - 17

MISSOURI] GAS ENERGY
SUPPLY | DEMAND SUMMARY June Demand
June 2001 - Final .

1,681,552 Monthly Total

§6,052 Daily Average MMBTU PER FUEL MMBTU TOTAL ToTAL
7 HDD's DAY PER DAY DALY MONTHLY

WGPC CUSTOMER DEMAND 45,897 1,481 47,378 1,421,340

WGPC TSS STORAGE INJECTION (+)iWITHDRAWAL {-) Injection Nominate 99884 Dth/d 95,000 4,884 99,884 2,996,520

WGPC F55 STORAGE INJECTION [+JWITHDRAWAL {4 injection Nominate § Dihid 0 0 0 0
SUB-TOTAL WGPC DEMAND 140,897 6,365 147,262 4,417,860
PEPL CUSTOMER DEMAND Awvg (739 OS, 704 WB, 0 BL. 500 Dodson}) 1,943 43 1,986 59,580

PEPL STORAGE INJECTION (+IWITHDRAWAL () Infection Nominate §789 Dth/d 6,644 145 8,789 203,670
SUB.TOTAL PEPL DEMAND 8,587 188 8,775 263,250
PEPL @ PONY EXPRESS Delivered 107th & Eim Q [¢] 0 0
SUB-TOTAL PEPL @ PONY EXPRESS "] 0 0 [>]
PXP CUSTOMER DEMAND Delivered 107th & Elm 8212 280 8,492 254.760
SUB-TOTAL PONY DEMAND . 8.212 280 8,492 254,780
PXP @ WGPC GLAVIN Deliverad WGPC KC Meters 0 Q 0 "]
SUB-TOTAL PXP @ WGFC GLAVIN o ] 4] 0
KPC CUSTOMER DEMAND 0 ] 0 ]
SUB-TOTAL KPOC DEMAND [3) a [¢] Q
GRAND TOTAL ALL DEMAND (COMPARE TQ TOTAL SUPPLY) 15-Tr,596 6,833 164,529 4,935,870

ASSIGNED TERM SUPPLIES

»
REASOM MINIMUMS/D . MAXIMUMS/D PLANT PLANMEO

AMOCC ENERGY TRADING - T/S £ ECHO SPRINGS GP 30002 1] o 8,697 260,910
CXY USA, INC - T/S @ ECHO SPRINGS. - GP 30003 ) 1] 15,000 450,000
QXY USA, INC - T/S @ WILLIAMS PRODUCTION POINTS GP 30003 V] ] 332 99,280

SUD-TOTAL ASSIGNED TEAM SUPPLIES N : 0 0 27,009 310270 -
ONEOK TERM SUPPLIES
ONEOK & PXP CHEYENNE 0 0 1,000 30,000

SUB-TOTAL ONECK TERM SUPPLIES ’ - ) o 1,000 30,000
DUKE TERM SUPPLIES
WILLIAMS @ ECHO SPRINGS a ., o 34,648 1,039,380 ~
PONY EXPRESS @ CHEYENNE 0 o 7482 224760
WILLIAMS Inciudas deiiveries ta KGS @ WNG Point 24280 0 o 85,607 2,568,210
PANHANOLE [} 4] 8,775 263,250
KANSAS PIPELINE o Qg 1] )
PONY EXPRESS & MIAMI 0 0 [+ 1]

SUB-TOTAL DUKE TERM SUPPLIES [F o 136,520 4,095 600
GRAND TOTAL ALL SUPPLIES (COMPARE TO TOTAL DEMAND) 0 a 164,529 4,935 270
TOTAL SUPPLY LESS TOTAL DEMAND OVERSUPPLIED {+) / UNDERSUPPLIED {3} . o o
Delivery Te Kansas Gas Service @& WNG Point 24280, Topeka, 25,000 Dth/Mo. 833 25,000
EcEa.»Newa"iﬁf’"m}"‘ﬁﬁé’iﬁ'
lAmoco
foxy 15, 000
[Ouke 34,646 [Note: Regan:ing this 34, 546 please be advised Wllllams has planned maimenance on the Rawllns—Heasmn fine from

Total Suppiy 58,343
Total Remaining oj
e
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MISSOURI GAS ENERGY
A Division of Southern Union Company

MISSOURI PUBLIC SERVICE COMMISSION
DATA INFORMATION REQUEST RESPONSE
‘Case No: GR-2001-382
Data Request No: 28

Requested By: Lesa Jenkins and Mike Wallis
Requested From:  Mike Noack

Date of Request: June 4, 2001

Information Requested:

Please provide the following information with respect to the ACA period under review
for each storage contract, any Company storage facility and any peak shaving facilities:

The calculation of all injection, withdrawal and propane rates,

The months typically used for injections and withdrawals,

~. The inventory pricing methodology (FIFO, LIFO, etc.)

A detailed inventory schedule/report for each month in the ACA period

showing all withdrawal volumes & prices, all injection volumes & prices,

ending monthly inventory balances, and support for the injection &
withdrawal prices.

e. Please provide documents showing the MDWQ at the start and end of the
heating season, the storage capacity, and any cushion gas required to
maintain operations.

f. Please provide documents describing any constraints in using these
facilities. (e.g., If storage or peaking service MDWQ is dependent on
current stored volume, include documents explaining the withdrawal

. constraints and explain what MDWQ value is used for peak day planning.)

oo op

g. Please provide documents showing how the Company operates storage in
an optimal way.

h. Please indicate any changes in Company’ storage or peak shaving capacity
during the ACA period under review. Please include the reasons for the
changes.

Response:

a. See attached.

Prepared By: Date: 5 "//" J//
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b. Missouri Gas Energy typically injects into the Williams Natural Gas
Pipeline and Panhandle Eastern Pipe Line storage facilities during the
- production months of April through October. Missouri Gas Energy
typically withdraws volumes from the Williams Natural Gas Pipe Line and
the Panhandle Eastern Pipe Line facilities during the production months of
November through March. '

c. Missouri Gas Energy uses the inventory pricing methodology of average
costing. The value of the gas injected into storage is calculated taking a
weighted average based upon the proportioned amount of volumes injected
“by each supplier multiplied by a weighted average cost of gas plus any
applicable variable storage fees. Withdrawals are valued at the average
cost of gas based on the ending inventory balance.

d. Please refer to the attached Williams Natural Gas storage roltforward
schedule and the attached Panhandle Eastern Pipe Line storage rollforward
schedule which summarized the withdrawal volumes and prices, injection
volumes and prices, as well as reflects the production months where
injections or withdrawals occurred.

e. Please see page 28 of the Reliability Report MGE filed with the
commission staff for the ACA period under review.

f. _There are no constraints up to the MDWQ during the winter season

g. Storage serves approximately 33% of total (normal) demand November
through March, and comprises roughly 54% of peak day deliveries, its
utilization is driven by operational needs. To this end, the Company’s
main objectives are to cycle close to 100% of storage inventory, schedule
withdrawals to compliment flowing gas and minimize intramonthly spot
purchases, and maintain sufficient inventory to meet historic peak day
demand during the core winter months of December, January, and
February.

h. Please see the Reliability Report MGE filed with the commission staff for
the period under review. The only changes to storage capacity became
effective on 6/15/2001 and are discussed in the Reliability Report filed
with the commission staff for the 2001/2002 time period.

Prepared By: Date:
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Missouri Gas Energy
A Division of Southern Union Company

Missouri Public Counsel
Case Number GR-2001-382
Data Request Number 68

Requested By: Lesa Jenkins and Anne Allee
Requested From:  Mike Noack

Date of Request: March 26, 2002

Information Requested: Per JH 90 your state that “Actual withdrawal levels by heating
season are based on the operational result when weather varied from normal, and/or
planned levels.” Please provide all reasons other than colder-than-normal weather that
MGE’s withdrawals for November 2000 and December 2000 exceeded planned levels.

Response: Weather was the direct driver of excess withdrawals. Aftached is an analysis
of storage which shows the calculated BTU per heating degree day that would be
expected for the period October, 2000 through March, 2001. Also as a result of the
actual final supply plans, attached is a schedule that shows a comparison of the actual
heating degree day and actual BTU per heating degree day experienced during this time
period versus the normal levels that would be expected. The calculation methodology
basically calculates a incremental storage demand change as a result of the weather
induced variations. As can be seen, for October it clearly shows that the warmer than
normal time period would have clearly resulted in an expected 857,000 incremental
storage injection quantity, This analysis shows clearly why MGE entered into an
incremental storage capacity arrangement for additional inventory at the end of October.
For November and December, similar analysis shows incremental expected withdrawal
demand on storage of over 1,000,000 MMBtu in November and over 2.8 million MMBtu
during the month of December.

Similarly, for January, 2001 this analysis indicates that lower withdrawal levels of
approximately 2 BCF would be expected in January due to warmer than normal weather.

Interestingly, for February and March, while the actual heating degree days were colder
than normal, the analysis shows an expected lower withdrawal level than would normally
be expected based on normal BTU per heating degree days. It is MGE’s opiruon that
following the consumer bills for November and December consumption, and media
reports of increasing price levels, the overall demand levels on our system declined,
which reduced the BTU per heating degree day demand level below the normal historic
levels.

Prepared ByiﬁM Date: Lfe 29~ rova
T =




October 2000

Monthly Total from SO
Baseload

Naormal Heatload
Narmal HDD's
Normal Btu/HDD

January 2001

Monthly Total from SD
Baseload

Normal Heatload
Normal HDD's
Normal Btuw/HDD

3,224,795
1475755
1,740,040
279

6,268

13,893,421
1,475,755

12,417,666

1,218
10,185

Missouri Gas Energy
Cafeulation of Normal Biu per HDD
October 2000 through March 2001

November 2000

Monthly Total from 80 7,425,631

Baseload 1,428,150
tNonmal Heatload 5,897,481
tNormal HDD's 657
Normal Btu/HDD 9,129
February 2001

Monthly Total from SD 11,238,487
Baseload 1,332,940
Normal Heattoad 9,905,557
Normal HDD's 046

Normal Btu/HDD 10,471

Schedule MTL - 19

December 2000

Monthly Total from SO 12,400,465

Baseload 1.475,755
Normal Heatload 10,824,710
Normal HDD's 1,073
Normal Btu/HDD 10,181
March 2001

Monthiy Total from SD 8,448,472

Baseload 1,475,755
Normal Heatload 6,972,717
Nomal HDD's 691
Normal BtwHDD 10,091

Storage_Volumes.xis
Norm_Btu-HDD
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MISSOURI GAS ENERGY
SUPPLY / DEMAND SUMMARY October Demand
October 2000 - Final

3,224,795 Monthly Total .
104,026 Daily Average MMETU PER FUEL MMBTU TOTAL TOTAL

279 HOD's DAY FER DAY baiLy MONTHLY
WGPT CUSTOMER DEMAND £3,812 1,540 &5,352 2,025,812
WGPC TSS STORAGE INJECTION (+VYWITHDRAWAL (-} Injecfion Nominate 37,054 Dth/d 34,571 2,483 ar.0s4 1,148,674
WGPC F5S STORAGE INJECTION (+¥WITHDRAWAL () Injection Nominate 5,620 Divd 5,243 377 5,620 174,220
SUBTOTAL WGPC DEMAND 103,626 4 400 198,026 3,348,806
PEPL CUSTOMER DEMAND Avg 1,788 OutSt 500 @ KC Maters - Balancing 2,296 47 2,345 72,695
PEPL STORAGE WJECTION {+YWITHORANWAL {-} Injection Mominate 4,123 Dihd 4037 85 4,123 127,813
SUB-TOTAL PEPL DEMAND 6,335 133 6,468 200,508
PEPL @ PONY EXPRESS Deflivered 107th & Eim [ 0 [ 0
SUB-FTOTAL PEPL & PONY EXPRESS 0 0 o [+}
PAP CUSTOMER DEMAND Delivered 107th & Eim 37,916 1,294 39,210 1,215,510
SUB-TOTAL PONY DEMAND 37.916 1.294 39.210 1215510
PXP & WGPC GLAVIN Defivered WGPC KC Melers 0 o 1] 1]
SUB-TOTAL PXP @ WGPC GLAVIN o [7] [1] [
KPC CUSTOMER DEMAND Q G ] ]
SUB-TOTAL KPOC DEMAND o o o o
GRAND TOTAL ALL DEMAND (COMPARE TO TOTAL SUPPLY) 147,877 5,827 153,704 4,764,824
ASSIGNED TERM SUPPLIES
3
REASON MINDMUMS Y MAXIMUMS/D PLAND PLANAMO
AMOCO ENERGY TRADING - T/S GP 30002 min; demand [t} 17,808 10,770 333,870
OXY USA, INC-T/5 GP 30003 min; demand 0 47,500 22677 702987
SUB-TOTAL ASSIGNED TERM SUPPLIES 0 55,308 33,447 1,036,857
QNEOK TERM SUPPLIES
ONEOK PXP ) profted volume: ] o 2,350 73,180
SUB-TOTAL TERM SUPPLIES 0 0 2,360 73,160
DUKE TERM SUPPLIES
ECHO SPRINGS o o 32,185 998,045
PXP 0 ] 36,850 1,142,350
WILLIAMS 0 o 43,191 1,338,921
PANHANIME o ] 6,468 200,508
KANSAS PIPELINE 0 0 Q 1]
FXP @ Miant 0 0 ] 4}
SUB-TOTAL WINTER TERM SUPPLIES 0 [] 118,704 3,679,824
GRAND TOTAL ALL SUPPLIES [COMPARE TO TOTAL DEMAND} ] £5,308 154,511 4,789,541
Delivery To Kansas Gas Service @ WNG Paint 24280, Topeka, 25.000 Dh/Mo. -B0g -25,000
TOTAL SUPPLY LESS TOTAL DEMAND OVERSUPPLIED {+} / tINDERSUFPLIED [-) 1 7

ca'Prodielion £ust s e

Total Supply £7 465
Total Remaining 0
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MISSOURI GAS ENERGY

SUPFLY / DEMAND SUMMARY oyember Damai
Novembar 2000 - Final
10/23/2000 @ 4:00 PM 7.825,361 Manthly Tetal
247,512 Dally Avarapa MBTY PER FUEL MMETU TOTML TOTAL
657 HOD's oY PER DAY QRY MONTIY
WGPC CUSTOMER DEMAND 216,902 1,896 BO, 465 2,413,950
WEPC TS5 STORAGE INJECTION (+)7WITHIRAWAL {-) -138,333 '] [+] 0
WGPC FSS STORAGE INJECTION {+)/WITHDRAWAL {-} Storage With HNominate O (Zero} o 0 [} 1]
SUB.TOTAL WGPC DEMAND PRD Available 208,513 78,569 1.896 80,465 2,413,950
PEPL CUSTOMER DEMAND Avg (3887 OS, 3735 WB, 2000 BL, 1000 KC) 10,622 137 6,487 194,610
PEPL STORAGE INJECTION (+)/WITRDRAWAL (-} Slorage With Nominate 4320 Dihvd A.272 ] a 1]
SUE-TOTAL PEPL DEMAND 6,350 137 6,487 124,610
PEFL & PONY EXPRESS Defrvered 10740 & T 4] ) i) +]
SUB.TOTAL PEPL @ PONY EXPRESS 0 [+] ] [«
PXF CUSTOMER DEMAND Deltvered 1071k & Eim 19,988 582 20,670 520,100
SUB.TOTAL PONY DEMAND 19,988 682 20,670 620,100
PXP @ WGPC GLAVIN Delivered WGPC KT Mzters 1] [+] ] [
SUB.TOTAL PXP @ WGPC GLAVIN 0 0 Q Q9
KPC CUSTOMER DEMAND 0 0 1] 0
5UB-TOTAL KPOC DEMAND 0 [ Q Q
— — S —
GRAND TOTAL ALL DEMAND {COMPARE TO TOTAL SUPPLY) 104,907 2,715 107,622 3,228,660
AS! \
10
REASON MINIMUMS /D MAXIMUMS/D PLAN/D PLAK/MD
AMDCO ENERGY TRADING - 1/5 @ ECHO SPRINGS GP 30002 o o 17 808 534,240
OXY USA, INC . T/5 @ ECHO SPRINGS GF 30003 0 o 15 000 450,000
OXY USA, ING . 178 € WILLIAMS PRODUCTION POINTS GF 30003 4 o 22,500 675,000
SUB-TOTAL ASSIGHED TERM SUPPLIES [] [ 55,308 1,659,240
ONEOK TERM SUPPLIES
ONEOK & PXP CHLYENNE o 1] 1,000 30,000
SUR-TOTAL GNEOK TERM SUPPLIES . [+] [] 1,004 30,000
UKE TER. up|
WILLIAMS @ ECHU SPRINGS 4] 0 25,157 758,710
PONY DAPRESS & CHEYENNE ) o 19,670 590,100
WILLIAMS [ [+] ] 4]
PANHANDLE ] ] 6,487 194,610
KANSAS PIFCLINE v o 0 bi]
FONY EXPRESS & MiaMI [ o ] Q
SUB-TOTAL DUKE TERM SUPPLIES ] 0 51,314 1.529.420
GRAND TOTAL ALL SUPPLIES (COMPARE TO TOTAL DEMAND) [ [r] 107 622 3,228,660
TOTAL SUPPLY LESS TOTAL DEMAND OVERSUPPLIED (+) / UNDERSUPPLIED () ¢ o
Delivery To Kansas Gas Service @ WNG Poinl 24280, Topeks, 25,000 Dth/Mo. 33z 25,000
P £
WNG FULL TRANSPORT
LESS MAX STORAGE WITHDRAWAL . _4p3,313)
Duke 25,157 FLOWING GAS NEEDS 203,813
[} WHG HOMINATED -78.569
1] 4]
[+ Q
4] D
Total Suppl 57,965 0
Total Hamaining 3] PEAK DAY NEEDS i63,784)




MISSOURI GAS ENERGY
SubPLY / DEMAND SUMMARY
Hovember 2000 - Finaf

November Demand

Schedule MTL — 19

107232000 @ 4:00 PM 7,425,361 Monthly Total
247,512 Dally Average MMBTU PER FUEL MMBTU TOTAL TotaL
657 HOD's DAY PER DAY OAILY MONTHLY
WGPC CUSTOMER DEMAND 216,602 1,896 80,465 2413550
WGPC TS5 STORAGE INJECTION (+MWITHDRAWAL {-) -136,333 o 0 2]
WGP FS5 STORAGE INJECTION (+WWETHDRAWAL (- Storage With Nominale 0 (Zero) 0 1] [t} 0
SUB-TOTAL WGPT DEMAND PRD Availabie 208,513 7B.568 1,606 B0 ,465 2413950
PEPL CUSTOMER DEMAND Avg (3887 OS, 3735 wWB, 2000 BL, 1000 KC) 10,622 137 6,487 194,610
PEPL STORAGE INJECTION (+WWITHDRAWAL (- Storage With Nominate 4320 Dthvd A.272 [ o o
SUB-TCTAL PEPL DEWMAND £,360 137 6,487 154,610
PEPL @ PONY EXPRESS Deliverad 1071h & Elm 0 V] o 1)
SUB-TOTAL PEPL @ PONY EXPRESS L] 0 4] 7]
PXP CUSTOMER DEMAND Deliverad 107th & Exm 19,888 682 20,670 620,100
SUB-TOTAL PONY DEMAND 19,888 642 20,670 620,100
PXP £ WGPC GLAVIN Detivared WGEPC KT Melerts Q 0 a Li]
SUB-TOTAL PXP g WGFPC GLAVIN [4] o 4] [i]
KPC CUSTOMER DEMAND [} o 1] V]
SUB-TOTAL XPOC DENMAND 0 [4] 1] a
GRAND TOTAL ALL DEMAND (COMPARE TO TOTAL SUPPLY} 104,007 2715 107,622 3,220,660
ASSIGNED TERM SUPPLIES
0
REASON A, ) PLAND PLANWMO
AMOCO ENERGY TRADING - T/5 & ECHO SPRINGS GP 30002 0 o 17,808 534,240
OXY USA, INC - T/5 @ ECHO SPRINGS GP 30003 0 o 15,000 450,000
DX USA, T - TI5 @ WILLIAKS PRODUTTION POMTS GP 0003 L] o 22,500 675,000
SUB-TOTAL ASSIONED TERM SUPPLIES [] [] 55,308 1,650,240
OHEDK TERM SUPPLIES
ONEOK £ PXP CHEYENNE o o 1,000 30,000
SUB-TOTAL ONECK TERM SUPPLIES [] L] 1,000 30,004
DUKE TERM SUPPLIES
WALAMS € ECHO SPRNGS Q ] 25,157 754,710
PONY EXPRESS £ CHEYENNE 0 0 19,670 590,100
WiLLIAMS 0 0 1} o
PANHANDLE o ] G487 194,610
KANSAS PIRELINE [ a [’} ]
PONY EXPRESS @ MIAM] o 0 o o
SUB.TOTAL DIME TERM SUPPLIES [] [ 51,314 1538420
GRAND TOTAL ALL SUPPLIES {COMPARE TO TOTAL DEMAND) 0 ] 107,822 3,228,660
TOTAL SUPPLY LESS TOTAL DEMAND OVERSUSPLIED {+] { UNDERSUPPLIED (-} 0 0
Delivery To Kansas Gas Senice 833 25000

@ WNG Point 24280, Topeka, 25,000 Dinmy.

i £ New Capaciy tncludes Production Fuel} il

Amoco

Oxy

Duke

Tatal Supphy 57T.965]
otarRoernlng

ol PEAK DAY NEEDS




MISSQURI GAS ENERGY
SUPPLY / DEMAND SUMMARY
December 2000 « Finaf

1172812000 @ 3:20 PM

December Demand

12,400,465 Monihiy Total

400,015 Dally Average MMEBTU PER FUEL MMBTY TOTAL TataL
1073 HDD's DAY PER DAY DALY MONTHLY
WGPC CRSTOMER DEMAND 323,123 5583 237,384 7.258,811
WGPC TS5 STORAGE MIECTION («)WITHORAWAL {4 -91835 1] o [\]
WGPC F55 STORAGE INJECTION {+YWITHDRAWAL {-) Slorage With Hominate 0 (Zero} 4] i+ 4] [1]
SUB-TOTAL WGPC DEMAND PRD Avallable 243,813 231,788 5,593 237,381 7,358,811
PEPL CUSTOMER DEMAND Avg (6036 OF, 2400 WB, 5000 BL., 1000 KC} 14,436 175 B.2T2 256,432
PEPL STORAGE INJECTION {+|WITHDRAWAL (-) Storage With tMominate 6410 Dthvd -6,339 [1] [ [1]
SUB-TOTAL PEPL DEMAND 8,087 176 8,272 256,432
PEPL @ PONY EXPRESS Delivered 107th & Elm 0 0 0 o
SUB-TOTAL PEPL @ PONY EXPRESS [i] 4] 0 []
PXP CUSTOMER DEMAND Delivered 107th & Eim 51,856 _1.770 53,626 1,662,406
SUB-TOTAL PONY DEMAND 51,856 1,770 53,626 1,662 406
PXF & WGPC GLAVIN Delivered WGPC KC Melers 0 it 0 0
SUB-TOTAL PXP @ WGPC GLAVIN Q [} [i] [1]
KPC CUSTOMER DEMARD 10,000 3ri 10,271 321,501
SUB-TOTAL KPOC DEMAND 16,000 37 49,371 321,501
——: — —
GRAND TOTAL ALL DEMAND (COMPARE TO TOTAL SUPPLY} 301,744 7,008 309,650 9,599,150
ASSIGNED TERM SUPPLIES
L)
REASON D MA PLAND PLANMO
AMOCO ENERGY TRADING - T/S @ ECHO SPRINGS GP 30002 o 0 17,808 552,048
OXY USA, ING - T/5 ) ECHO SPRINGS GP 30003 Q 0 15,000 465,000
OXY USA, INC - T/S £ WILLIAMS PRODUCTION POINTS GP 30003 0 0 22,500 667,500
SUB.TOTAL ASSIGNED TERM SUPPLIES [] L] 55,308 1.714,548
OHEOX TERM SUPPLIES
ONECK & PXP CHEYENNE i 0 1,000 31,000
SUB-TOTAL ONEQK TERM SUPPLIES [ [] 1,000 31,000
DUKE TERM SUPPLIES
WHLIAMS (@ ECHO SPRINGS ° D 25,157 779,867
PONY EXPRESS (@ CHEYENNE 0 0 32,626 1,011,406
WILLIAMS 0 o 156,916 4 854,395
PANHANDLE o 0 8272 256,432
KANSAS PIPELINE o 0 10,371 321,501
POMY EXPRESS € MU L] 0 0 0
SUB-TOTAL DUKE TERM BUPPLIES o [] 233,342 7,231,602
GRAND TOTAL ALL SUPPLIES {COMPARE TQ TOTAL DEMAND} ] 0 289,650 8,074,150
TOTAL SUPPLY {ESS TOTAL DEMAND OVERSUPPLIED {+) { UNOERSUPPLIED (4} -20,000 520,000
Delivery To Kansas Gas Service € WNG Point 24280, Topeka, 25,000 Dihviva. B8O 25,000

FLOVANG GAS NEEDS

WHG NOMINATED

Total Sy

[Total Ramalning

[ EAK DAY NE_E?S




. - January Dermand
13,293,421 Monthly Totat

4 ti.ﬁ S T e e

448,175 Dally Average MMBTU PER FUEL MMBTU TOTAL TOTAL
1218 HDD's DAY PER DAY DALY MONTHLY

2B65,358 1618 243,621 7,652,251

YITHORAWAL (-} -49.355 0 0 -0
VITHORAWAL [-) Storage With Nomingte G (Zero) 0 [ & 4]
PRD Available 243,813 236,003 7.6t8 243621 7.552.251

Avg (7,237 08, 6,715 WB_E,000 BL., 10,000 Dodson} 28,852 481 22,818 707,358

RAWAL | Storage With Nominatle 6682 Dih/d 6,615 0 0 Q
22337 481 22,818 707358

Defivered 1071 & Eim [ ) ) (1]

s [1] [¢) [4] o
Delivered 107th & Eim 70,500 2406 72,906 2,260,086

70,500 2,406 72,906 2,260,086

Dailvered WGPC KC Meters 19,472 801 20373 631,563

18,472 a1 20,373 631,563

43,893 1,630 45523 1,411,213

43,893 1,600 45,523 141,23

\RE TQ TOTAL SUPPLY) 392,205 13,036 405,241 12,562,471

n
REASON MINIMUMSTD MAXIMUMSID PLAND PLANMO

RUNGS GP 30002 0 ¢ 17,808 552,048
GP 10003 +] 0 15,000 465,000

K POWTS GP 30003 ] Q 22,500 637,500
[] 0 55,308 1,714,548

] 0 1,000 31,000

[} -] 1,000 31,000

0 [ 25,535 791,585

0 L] 82,279 2,860,649

nohudes deliveries ¥ KGS @ WNG Point 24280 o 0 162,776 5,046,118
] b 22,818 707,358

4] o 45,523 1,411,213

a 0 1} o

[] 0 348,932 10,816,923

ARE TO TOTAL DEMAND) [ [ 405241 52,562,471
O GVERSUMPLIED [+} / UNDERSUPPLIED {-} [} [}
1 WNG Poiint 24280, Topeka, 25,000 [ithMo, 806 25,000

WG FULL TRANSPORT
LESS MAX STORAGE WITHORAWAL
FLOWING GAS NEEDS

PAMG HOMINATED

[PEAK DAY HEEDS
—

TOTAL TOTAL
DALY MONTHLY
74 215,422 6,050,818
] [ 0
0 ¢ 0
i7 216,422 6,058,616
2 10,045 281,260
[ 9 o
Fl 10,045 201,260
0 0 1]
0 [ [
5 72806 2,041,368
5 72,006 2,041,358
0 15,140 424,172
T 15,149 424,372
1 10,371 290,388
1 16,371 200,368
5 324,893 9,097,004
PLAND PLANMO
D 17.808 498,624
b 15,000 420,000
] 22,500 630,000
a 55,308 1,548,624
2 1,000 28,000
) 1,000 28,000
y 25,535 714,980
b] 87,056 2,437,540
) 115679 3,236,212
3 10,045 281,260
] 10,371 290,368
3 a [
i 248,585 6,960,380
H 304,201 8,537,004
20,000 560,000
893 25,000




MIESOURY GAS ENERGY
SUPPLY | DEMANRD SUMMARY
February 2001 - Final

February Demand

AMTR001 © 305 PR 44,238,457 Monthly Total
401,375 Daity Average MMETY PER FUEL MMBTY ToTAL TaTAL
945 HDD's DAY PER DAY DALY MONTHLY

WGPC CUSTOMER DEMAND 286,568 6,767 216,422 5,050,816

WGPC TS5 STORAGE INJECTION (+/WITHORAWAL -} -789,914 [ 4} 1]

WGPC FSS STORAGE INJECTION (+WWITHDRAWAL (4 Siorage With Neminaie 0 (Zero) [v] 0 0 0
SUB-TOTAL WGPC DEMAND FRD Available 243,452 200,655 6,767 216,422 6,059,816
PEPL CUSTOMER DEMAND Avg (6201 OS, 5526 WB, 504 BL, 1000 KC) 16.827 212 10,045 281,260

PEPL STORAGE INJECTION {+/WITHDRAWAL () Storage With Nominate 7098 Dth/d -5,994 [1] 0 1]
SUB-TOTAL PEPL DEMAND 8,833 212 10,045 281260
PEPL @ PONY EXPRESS Delivered 107th & E¥m 0 0 0 o
SUB-TOTAL PEPL @ PONY EXPRESS [1] o [} []
PXP CUSTOMER DEMAND Dalivered 107th & Elm 70,500 2,406 72,806 2,041,368
SUETOTAL PONY DEMAND 70,500 2406 72,006 2041 368
PXP £ WGPT GLAVIN Defivered WGPC KC Melers 14478 670 15,149 4724 172
SUB-TOTAL PXP @ WGPC GLAVIN 14,476 670 15,149 424172
KPC CUSTOMER DEMAND 10,000 an 10,371 290,388
SUB-TOTAL KPOU DEMAND 10,000 m 10,371 200,388

| —m e
GRAND TOTAL ALL DEMAND (COMPARE TO TOTAL SUPPLY) 314 467 10,426 324,893 9,007,004
ASSIGNED TERM SUPPLIES
L]
REASON MIHIMUMSD MAKIMUMSD PLANG PLANMO

AMOCU ENERGY TRADING - T/S ) ECHO SPRINGS GP 30002 o 4 17.808 498,624
QXX USA, MG - T/S @ ECHO SPRINGS GP 3000 Q & 15,00¢ 420,000
QXY USA, INC - T/5 @ WILLLAMS PRODUCTION POINTS GP 30003 1} a 22,500 630,000

SUB-TOTAL ASSIGNED TERM SUPPLIES [] [ 55,308 1,548,624
ONEOK TERM SUPPLIES
ONEOK @ PXP CHEYENNE 0 /] 1.000 28,000

SUB-TOTAL ONEDK TERM SUPPLIES o [] 1,000 28,000
DUKE TERM SUPPLIES
WRLIAMS (@ ECHO SPRINGS 0 0 25,535 714,980
PONY EXPRESS @ CHEYENNE o 0 87,055 2,437,540
WRLIAMS Inchates geliveries i KGS @ WNG Pol 24280 0 0 115,579 3,236,212
PANHANDLE . o ] 10,045 281,260
KAMSAS PIPELINE 0 0 10,371 290,388
PONY EXPRESS @ MIAMI [+] 0 o 0

5UB-TOTAL DUKE TERM SUPPLIES [ Q 24B,585 6,960,380
GRAND TOTAL ALL SUPPLIES (COMPARE TO TOTAL DEMAND) o [ 304,893 8,537,004
TOTAL SUPPLY LESS TOTAL DEMAND OVERSUPPLIED [+} | UNDERSUPPLUED {) -20,000 560,000
Delivery To Kansas Gas Service @ WNG Point 24280, Topeka, 25,000 DévMo. Ba3 25,000

Total Supply

Total Refmaining

LOWING GAS HNEEDS

WNG NOMINATED

PEAK DAY NEEDS




MISSOURI GAS ENERGY

SUPPLY | DEMAND SUMMARY March Demang
March 2001 - Final
8,445 472 Monihly Totat
272,521 Dally Average MMETU PER FUEL MWBTY TOTAL TOTAL
§91 HOD's DAY PER DAY DALY MONTHLY
WGPC CUSTOMER DEMAND 200,967 4.514 144 366 4,475,346
WGPC TSS STORAGE INJECTION {+)/WITHDRAWAL (-} 61,115 4 1} o
WEPE FSS STORAGE HLIECTION {+ AWITHORAWAL () Slomge With Nominate 0 (2era} Q Q Q 9
SUB.TOTAL WGPC DEMAND PRD Avaiiable 208,513 138,852 4,514 144 366 4,475,346
PEFL CUSTOMER DEMAND Avg (3980 OS, 4592 WH, 2000 BL, 1000 KC) 11,572 161 7.613 236,003
PEPL STORAGE INJECTION [+JWITHDRAWAL (-} Slorage With Hominale 4181 Dthid =4.120 0 0 )
SUB-TOTAL PEPL DEMAND 7,452 161 7643 238,003
PEPL @ PONY EXPRESS Detivered 107th & Elm 4] 0 0 [
SUS-TOTAL PEPL @ PONY EXPRESS [] o . a [i}
PXP CUSTOMER DEMAND Delivered 107th & Elm AD,UDD 1672 50,672 1.570.832
SUB-TOTAL PONY DEMAND 49,000 1,672 50,672 1,570,832
PXP @ WGPC GLAVIN Dahvmeé WGPC K Meters 5802 277 £.269 194,339
SUB-TOTAL PXP @ WGFPC GLAYIN 5,892 277 6,269 194,330
KPC CUSTOMER DEMAND 5,000 186 5,186 160,766
SUB-TOTAL KPOC DEMAND " 5.000 186 5,186 160,766
GRAND YOTAL ALL DEMAND (COMPARE TO TOTAL SUPELY) 207,296 6,810 214,106 6,637,286
ASSIGNED TERM SUPPLIES
¥
REASON MINIMUMS/D MAXIMUMS/D PLAND PLANMD
AMOCO ENERGY TRADING - T/S (9 ECHQ SPRINGS GP 30002 [ [} 17 608 652,048
OXY USA, ING - Tr5 @ ECHO SPRINGS GP 30003 0 0 15,000 AB5,000
OXY USA, INC - T/S @) WILLIAMS PRODUCTION POINTS GP 30003 0 ° 22,500 587,500
SUB-TOTAL ASSIGNED TERM SUPPLIES Q L] 55,308 1,714,548
DNEOY TERM SUPPLIES
ONEOK @ PXP CHEYEMNE 0 q 1,000 31,000
SUB-TOTAL OREOK TERM SUPPLIES ] 1] 1,000 1,000
DUKE TERM SUPPLIES
WHLIAMS ¢ ECHO SPRINGS 0 0 25,535 701,585
PONY EXPRESS @ CHEYENNE [+ 4] 55,841 1,734,171
WELINMS inthudes Sefveries 1o KGS ) WHG Poutt 24260 a 0 38,523 1,184,213
PANHANDLUE 0 [ 7.613 236,003
KANSAS PIPLLINE s} ] 5,186 160,766
POMY EXPRESS @ MAML 0 4] [} 1]
SUB-TOTAL DUME TERW SUFFLIES o [ 132,798 4,118,738
GRAND TOTAL ALL SUPPLIES (COMPARE TO TOTAL DEMARD) 0 0 188,106 5,862,286
TOTAL SUPPLY LESS TOTAL DEMAND o PLIED {44 § LK PLIED () -25.000 -775,000
Delivery To Kansas Gas Service @ WHG Point 24280, Topeka, 25,000 Ditvika. 806 25,000

Total Supply 5834
T otal Remaining [
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Scheduie MTL - 19

UiPM WGP SO CEN GAS CONTR

FEB 16 ‘81 o2

Williama - Gas Pipelines - Cenira)
2000-2001 Wiater Siorage Plan

MISSOURI GAS ENERGY

TA-14
(Quanfiries in Dth)
TSS-P
PLAN ACTUAL FLAN ACTUAL PLAN ACTUAL PLAN ACTUAL FLAN ACTUAL
NOVEMBER ROVEMBER DECEMBER DECEMBER JANUARY JANUARY FEBRUARY MARCH MARCH

Beginoiog Storage Balapce 15,093 3505 15,093,508 9,966,153 9,946,153 3,747,953 3,747,583 3784819 3,784 819 2,264 999 3784, 819
Markei Prmand 4,868,525 7983385 8,163,390 12,072,456 8.004,06R 5971, 12% 4540412 6,092,569
Pradoetion Ares Supply Requiremments 6,197,640 2300318 64M228 5914604 5404228 6079773 STBAASL 0 6ADDZ 0
Pally Productivs Area Supply Requirement 206,588 79.H4 206,588 190,794 208,588 196,122 206,588 ) 206,534 ¢
Gross Markel Area Receipts 6,197,640 2,580,318 6,404,228 5914614 6,404,228 6,079,773 164,464 6,404,228
Martkel Area Fuel 30,171 24279 24,125 60,329 103,338 74,523 53287 [+} 74,303 0
Net harket Area Recelply 1,603,526 256,039 4,516,358 5,854,285 4,735,748 6,009,248 3,020,391 [} A97.570 o
Meorhet Area Detivecies 4,868,528 7,983 389 8,163350 12,072,456 8,345 068 3,971,729 4,540,412 b} B.092,569 )
Grasa Storage Injectiuas (Withdrawals) - M (2.264,999)  (S621,350) (3,647,032) (621BN7I)  {4.06%,320) 39 (1519320 P (2264,999) a
Storege Injertion Fud [ g 4 b 0 6B3 ] 0 0 qQ
Nei Storage Injections (Withdrawals) - M (2.264999)  (3,627350) (1647032} (62EFTN) (4,069,120} g6 (1,519,520 0 (2264999 0
Balsoce Traosfers : [} 500,000 a 1] /] ] L) :
Ending Storage Balaoce 12,828,506 5,966,115 630,121 3,741,943 (321,3368) 3. 784,815 1.264,9%9 ),784.319 0 3, 78819
Originel Plunned Siorage Balgnce 13,090,924 #,443,893 SATSTI 1,264.595 2
Variance fram Flso (3,124,777} (5,695,30%) (1,583,754) NA NIA
Maximum Daily Withdrawsl Quanticy ({DWQ): 465331 Mavdrnum Daily Quantity - Production Area: 206,588
Maximum Stecage Quantity (MSQ, 31 X MDWQ): 15,355,921 Maxirmun Daily Quantity - Merke] Ares; 698,996
tlaximum Daily Tnjechon Quaniities (b DIQ): Faz lo; Misuourl Gas Energy

1M Balance 15 Jess ibam or equal 0 62.5% of MM 15,162 BRENDA TROMBETTA

If Balance > 62.3 % ol MSQ, but < or equal to 75.0%% of MSQ: 93,975 {512) 4764968 faix

If Balanog > 75,0 % of MSQ, but <or cqunl to 87.5% of M3Q: 57,585 $127-370-8117 confirmaton

T Balance > B7.3 % of MSQ, uf < ar equal 10 100,0% of MSQ: 33,350 E-mgil; breadutrambetta@soybernmloaro.cam

ET L2000  Eff 1421018

Production Asea Fue %: 133% 1.99%
Marker Anea Fush 5 1.02%% 1.16%
Storage Fuel 3% (on nel injectéons only): 443% 181%

NOTE; This schedufe is based an Novembsr § stoeage balances and depledion by March 31 1f storage iy depleted sl 2 faster
rate thpn the plan, addittonal gas nesds tu be injected into storage la soaintain the sbove stonge batances. The merked demand nupibers are based on 1996-97 actusl delivenies.
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Schedule MTL - 19

B1PM WEP SO CEN GAS CONTR

81 B8e:

»

FEB 16

Williams - Gas Pipelines - Central
2000-2081 Winter Stersge Plan

MIGSOURI GAS ENERGY

TA-1L
(Quantirtes iz Dib)
TSS-P
PLAN ACTUAL PLAN ACTUAL PLAN ACTUAL PLAN ACTUAL PLAN ACTUAL
NOVEMBER NOVEMBER DECEMBER DECEMBER JANUARY JANUARY FCBRUARY FEDRUARY MARCH  MARCH

Beginning S4ovage Balance 1,121,952 1,121,952 956457 1,121,952 649,982 141,777 392,452 L4 1117 185,495 45,449
Morket Demand Q [
Pradoction Area Supply Requivemenis 0 1] [} [t} [} 0 a qa a {]
Daity Produciion Area Supply Requireroents ] ] L] 0 q a a ¢ [ 4
Groas Markel Area Recripty ] L q ] ) [ L} 0 0 Q4
Murket Area Fuel @ b [ [ L) O [} ] ) 4
et Market Avea Recelpts {163,45%) ) {266,475} ! (297,330} o Q1,157 0 (165.495) 0
Marhel Ares Deliveries 0 ] [ 0 o 1] L] 1] ] L]
Guoas Storage Injections (Witbdrawals) - M (165.495) ) (266,475} (E0,115y  (191.33) o QIS (3B (465493) )
Storage Jojection Puet ] [} 0 [ ] 0 0 /] 0 ]
Net Sitorsge Infections (Withdrawals) - M (165,495} 0 (266.475) (0,175) (257,01 o @2,151  (523328) (165495 (51,995
Batance Transfers © b 0 ] o o [ o 0 0
Eodiog Storage Balance ”6,4!7 1,121,952 683952 1962277 191482 1044, 777 165,495 418,449 1] 324,430
Original Planozd Storage Balunce 956,505 690,030 391,760 145458 4
Yarignce from Plan N/A N/A N/A NIA 324,450
Maximum Daily Withdraval Quantity (MDWQ);: Ad 000 Madmum Daily Qoantity - Production Area: 0
Maximam Storage Quentiny (MSQ, 33 X MDAWQL 1,122,000 Maximum Daily Quantity' - Marke! Arca! 1]
Maxienum Daily Injection Quendities (MDLQ): Fax ty: Missouri Gu Enexgy

I Balance ts bess shan or eqoal to 62.5% of MSQ: 8415 BRENDA TROMEBETTA

I Dalanec > 62.5 % of MSQ, but < o equal to 75.0% o MSQ; 7013 (512) 4761966 faz .

I Balance > 75,0 %4 of MSQ, but < or equal 10 37,5% of MSQ: 4,208 £11-370-337 conllrmaticn

ICHalinoe > 87.5 %5 o MEQ, bt < oy zqanl 1o JOD0% oF M5 2,803 E-mail: brendatrombetis@saniberaupivics, com

_ Eif 1)/12068  EXT: 1/1{260)

Praduction Ases Fuel % 135% 1.99%
defarket Asea Fuel ¥ 1L02% .16%
Storage Fuel % (on ned injections only): 445% 1.82%

" NOTE: This schedule is based en November | balances and depledion by March 31, If stamga is depleled ad & faster

ratc than the plan, sdditional gas needs (2 bo infected into sicrage lo maintsin the obave storags babances.
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47PM WGP SO CEN GAS CONTR

83:

a1

APR 13

Willlams - Gas Pipelioes - Central
2000-2001 Winler Storage Plan

MISSOLRI GAS BNERGY

TA-T2
{Quantiles o Dk}
TESP .
FLAN ACTUAL PLAN ACTUAL PLAN ACTUAL PLAN ACTUAL PLAN ACTUAL
NOVEMEER NOVEMBFR DECEMBER DECEMBER JANUARY PEBRUARY EREBRUARY MARCH MARCH

Beginning Starage Balaoce Li201,952 1121952 956,457 1,121,952 §39,582 L1777 392,652 1,041,777 165495 41,277
Narket Demend [] o
Production Ates Supply Requiremeats 0 0 L 1 ] a [ ¢ L) [+}
Daily Production Arca Supply Requizemenh 0 4 0 ] [ 0 o o [} 0
Gross Markel Area Recelpta [i] a L} 0 [ [} (1] i) /] 0
Market Area Pud 0 a a 0 4] [1] ] ] 1] b
Net M arket Ares Receipts (L5543 ] {266 ATY) L {191,330) 0 {332,157) b {165,393) [}
Merhet A rca Dellveries 1] a a { [ 9 o [} 0 o
Gross Storege Iojections (Withd rawals) - A1 (165,495) 0 (266,475) (80,175) [297,330) 4 (222,157} 0 (165,4%3) [(0)]
Storage Injectios Fodl 0 Q Q ] a 4 L] ] L] ]
Net Storage dojections (Withdraws bs) - AT (165,493} 0 (266475) (R0,175) (297,310) Q {122,197) ° {165,495) {57,99%)
Balance Tranifors [t} 0 a ¢ a L1} [} {1,000,000) ] ]
Ending Siorege Balance 956,457 1,121,952 89,982 1,041,777 392,652 LT 165435 41,777 )] []
Originel Plaooed Storage Baluncy 956,505 £90,030 3o 165,495 9
Yoriaoce from Plin NIA NIA NIA M/A 0
Mudmum Dady Witkdrawal Quantity (MDWQ): 34 MG Maximwn Daily Quadtity - Produstion Arca: 4
Maximum Storage Quantity (MSQ, 13 X MDWQ): 1,122,000 Maximure Daily Quarstity - Market Area: [\
Muxsmum Daily njection Quaniities (MDIQ): Fazx to: Mbsoari Gas Eaergy

I Balance is Jess tan or equal do 52.3% ol MSQ: BALS BRENDA TROMBETTA

If Balance > 62.5 % ofMSQ, but <or equal 1o 75.0% o[ MSQ: 7.013 (S12) 4754966 fax

If Balance > 75.0 % of MSQ. but < o1 aqual 1o 87.5% ol MSQ: 4,108 512-370-8317 confirmaton

I Balzace > 87,5 % of M3Q, but < ar ¢quat 1o 100.0% aF MSQ: 2,305 E-mail: brendatrombelte@acu theraunicacocom

B L1/172000  Ef: #4172001

Produstian Ases Fue) %: 1.35% 1.95%
Market Area Fuosl % L.02% Lg%
Storage Fued % lon nct injections suly): 445% LA2%

NOTE: This schedule is based on Novembes 1| balances and depletion by March 31 TF serega is depleied a1 a fasier
reie than the plan, additianal gas soeds 10 be infecicd into storage 10 mamizin the above storage balances,
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Schedule MTL - 19

Williams - Gas Pipcelines - Cenitral
2000-2001 Winter Storage Plan

MISSOLRI GAS ENERGY

EfL 1712000 ER 1A/2000

Production Area Fucl % 1.35% 1.59%
Market Arca Fucl 3% 1.02% 1.16%
Sterage Fuel % (an nzl injostions only): 445% 1L82%

NOTE: This schedule is based on Noveamber | storage balances and depletion by March 34, ITstocage & depleted of a faster
tate than the plun, pdditional gas aceds 1o be injected into storage to mainten the abuve storage balances. The masked demand numbers are based on 1996-97 actual deth eneg.

- TA-L4
(Quagntities in Dih)
TSP
YLAN ACTUAL PLAN ACTUAL PLAN ACTUAL PLAN ACTUAL PLAN ACTUAL
NOVEMBER NOVEMBER DECEMBER DECEMBER JANUARY JANUARY FEBERUARY FEBRUARY MARCH
Hegioaing Slarage Balance 15,893,505 15,693,505 9,966,153 9,966,153 3, 147,93 3,147,983 3,784,315 3,784.319 2,515,613 2,515,613
Market Broind 4,868,528 2,983,35% 8,163,390 12,072,456 B804, 068 3,971,129 4,340,412 6473214 6,002,56% 4,544, 15]
Praduction Area Sopply Requirzments 6,197,640 TIK3E 6,404,228 5914614 6,404,228 6,079,773 5784464 4,254 (45§ 644,228 1,891,016
Dally Prodaortion Ares Sopply Requiremenis 206,183 9344 206,59€ 190,79 206,538 194,122 2D5 588 146,691 206,508 93,259
Gross Murket Area Recelph 5197640 2380318 SAMTLE $94604 6,404 23K 6,073,773 FTEE A5 4,234,143 5,404,228 2390016
Marlael Aves Fuel 50,171 4219 84,125 0,129 103338 70,528 53,287 43,4147 71,503 33,586
Net Market Avea Recelpt 7.503,526 1,356,039 4,506 358 5,854,288 4,735,148 6,005,243 3020891 4, HH 5% 1,576,956 2857480
Market Area Deliveries 4,868 12% 7.983,389 &,163.350 12,072 456 3,B05,06K 5971,12% 4,540,412 647351 6,092,569 4,344,16)
Groas Storage Injections (Withdrawala) - h{ (2,264 99%) (361735 (JA47032} (621, (H} (4669300 37.519 (1.319.82t1) (2269216} (515613} (1,63668))
Starage Injection Fued a 1] (] )] 1] 683 L © 0 [ []
Net Storage Injcifaps (Witbdrawaly) - M (2263999 (3627350  (3BAT.07)  (5ZIAITT)  (4.065.320) 36836 (1519821) (2269216) (2.515,613)  (L636,631)
{Balance Traasters Q 500,000 ] 0 o 1,000,000 a 41,
Eoding Storsge Dalance 12,828,504 9,966,153 6,313,121 3 747,983 (321,336) 3,784,819 2,164,339 2,515,413 a &T070
Original Pisnued Stocage Balsnce 13,090,924 9,443,893 5374573 2,164,999 0
{Veriance brom Plan D.124,77) (5,695,909) (3,589,754) 150,815 870,710
Matimuet Daity Withdmwal Quantity (MDWQ): 465,331 Maximann Doity Quantity « Produstion Anca; 106 588
Mairum Storsge Quantity (315Q, 33 X MDWQ): 15,355,923 Mesimum Daily Cuantity - Markel Ares: 598,996
hfmsimuen Daily [ajection Quantiies (MIHQ): Fax to; Missourl Gas Enocgy
1€ Bilance is less than o equal {o 62, 5% of MSQ: 115,169 DRENDA TROMBETTA
1€ Balanice > 62.5 % ol MSQ, but < or oqual tu 75.0% of MEQ: 95,975 (512) 4764965 fas
1§ Balance > 75,0 % of MSQ, but < ar equel 10 87.5% of MSQ: 37,583 $12-37C-B17 confironation
[£ Batance > 87,5 % of MSQ, bul < o1 equal 10 100.6% of MSQ: 38,150 E-msil; breacdatrombeis@souibemudioncacom
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MISSOURI GAS ENERGY -
A Division of Southern Union Company

MISSQURI PUBLIC SERVICE COMMISSION
DATA INFORMATION REQUEST RESPONSE
Case No: GR-2000-425

Data Rﬁuest No: 27 : |

Requested From: -  Danny Silberman
Data Requested:  October 23, 2000
Requested By: Mike Wallis

Information Requested:

~

Please provide Company's analysis of how it operated storage in an optimal way during
the 1999/2000 ACA period.

Information Provided: .

In an effort to mitigate the effects of abnormally warmn weather during the 19992000
ACA period, the Company utilized off-system sales as part of an overall effort to
maintain storage withdrawals at planned levels, Because the winter period was the
warmest an record, some targets were not met.

For specific information, please see the attached reports which show planned and actual
utilization of storage during the 1999/2000 ACA period.

Prepared By: Date:  f/2/300

e, CECOOC TE  AOMANT SHA MW - Ra caAz/68-,10
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DIRECT TESTIMONY
Or
JAMES A. BUSCH
MISSOURI GAS ENERGY
A DIVISION OF SOUTHERN UNION

CASE NO. GR-98-140

Please state your name and business address.

James A. Busch P.O. Box 360, Jefferson City, Missouri 65102

o » O

By whom are you employed and in what capacity?

A 1 am a Regulatory Economist with the Missouri Public Service Commission
{Commission).

Q. Please describe your educational and professional background.

A InJune 1993, Ireceived a Bachelor of Science degree in Economics from Southern
Tiinois University at Edwardsville (STUE), Edwardsville, Illinois. In May 1995, I received a
Master of Science degree in Economics from STUE. During Graduate school, I was a Graduate
Assistant for the Department of Economics. My main duty as a Graduate Assistant was to be the
tutor for the Economics Department. As tutor, 1 helped students grasp the fundamental theories
of Economics. Upon graduation, I was co-recipient of the Outstanding Graduate Student Award in
Economics as determined by the faculty of the Economics Department. In April 1996, 1 accepted a
position as a Research Analyst IT at the Missouri Department of Economic Development. While there,
Iwasin charge of compiling and producing the State of Mitssouri Quarterty Economic Report. This

report was sent out to various businesses and media throughout the state of Missouri. This report



10

11

12

13

14

15

16

17

18

19

20

21

Schedule MTL — 21

Direct Testimony of
James A, Busch

described how well the state of Missouri was performing in various economic indicators. I also
provided data to various businesses and individuals. In April 1997, I accepted my current
position at the Commission. 1am qurently a member of the American Economic Association and
Omicron Delta Epsilon, an honorary economic society.

Q. What has been the nature of your duties at the Commission?

A My responsibilities include reviewing and analyzing Commission regulated natural
gas local distribution company (LDC) procurement plans and Actual Cost Adjustment (ACA) filings.
Also, I track the firture’s market for natural gas. The main reason for doing this is to become
aware of other techniques being used to acquire gas and to diversify supply portfolios. I also
am involved with studying other forms of regulation. These inciude incentive mechanisms and
unbundling.

Q.  Have you previously filed testimony before this Commission?

A Yes, I have previously filed testimony before this Commission in Union Electric
Company, Case No. GR-97-393.

Q. What is the purpose of your direct testimony?

A The purpose of my direct testimony 1s to address the storage inventory volume
levels (inventory levels) used by Staff to develop the balances appearing in Staff Accounting
Schedule 2, Rate Base. More specifically, my testimony shows what storage inventory levels could
be if Missouri Gas Energy, a division of Southern Union, (MGE or Company) had operated its storage
resources according to a normal plan or an average. Pricing of these storage inventory levels will

be addressed by Staff witness Anne M. Allee in her direct testimony.

- Page 2 -
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Q. How did you approach the analysis of the Company’s storage inventories?

A My analysis of the Company’s storage inventories involved, but was not limited to,
reviewing past ACA related documents and Data Information Request (DR) responses.

Q. Please describe the Company’s storage contracts.

A The Company maintains pipeline storage contracts with two pipelines. These
pipelines are Williams Natural Gas Company (WNG) and Panhandle Eastern Pipe Line Company (PEPL).
Both of these pipelines serve MGE’s service territory which is primarily the Kansas City area.

Q. What is “cycling” of storage?

A Cycling of storage refers to the swing in inventory levels that results from summer
injections to storage and the subsequent withdrawals of this gas in the winter. Cycling of storage
permits the Company and Missouri’s ratepayers to benefit from any summer/winter price
differentials and it reduces exposure to winter price spikes. Cycling and the use of storage is
also the simplest form of hedging that an LDC can use to lower winter price spikes.

Q. How did you calculate storage inventory levels to be used in rate base?

A Storage inventory levels were calculated onboth the WNG and PEPL pipelinesby
combining two sets of information. The first set of information used was the Company’s actual
injection and withdrawal volumes for the years 1995 - 1997. This information can be found in the
Company’s response to Data Request No. 5002. Secondly, Iused the plans developed jointly between
the Company and mchpipéline. This information was found in Company’s responses to Data Request
Nos. 58 and 5002. With this information, I averaged together the Company’s actual injection and

withdrawal volumes with the plans developed with each pipeline.

- Page 3 -
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Q. What did your analysis of the Company’s storage inventories show?

A My analysis of the storage inventories showed that the Company partially or filly
cycled each of its pipeline storage contracts. I have attached a summary of the end-of-month
inventory levels that I believe should be used in rate base to niy direct testimony as Schedules
1 and 2. Furthermore, the inventory leve! data contained in Schedules 1 and 2 are compared to
historical data for each of the Company’s storage contracts are attached to my direct testimony
as Schedules 3 and 4.- Schedules 3 and 4 show that the Company operated most of its storage
resources close to a historical average.

Q. Please summarize your direct tesimony.

A My direct testimony shows what storage mventory levels could be if the Company
operates its storage resources according to a normal plan or average. Pricing of these storage
inventory levels is addressed by Staff witness Anne M. Allee in her direct testimony. My analysis
of the Company’s storage inventories involved looking at past ACA related documents and Data
Requestresponses. Inthe Data Request responses, the Company provided both winter withdrawal
and summer injections plans that it has jointly developed with each.pipeline. Also, these
Tesponses contain actual withdrawal and injection levels over the past three years. 1 have used
these plans and actual totals to calculate storage inventory levels for WNG and PEPL. I have
attached a summary of the end-of-month inventory levels which I believe should be used in
calculating rate base to my direct testimony as Schedules 1 and 2. Schedules 3 and 4 show the
Company operated most of its storage resources close to a historical average. Ibelieve that the

inventory levels I have calculated for each of the Company’s storage contract are representative

-Page 4 -
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Direct Testimony of
James A. Busch
of normal or average operations and should be used for establishing rates. It is therefore, my
recommendation that the inventory levels I have calculated for each of the Company’s storage
resources should be used in calcuiating the 12-month average inventory balances which appear (1)
on Schedule 2 attached to the direct testimony of Staff witness Anne M. Allee, and (2) on Staff
Accounting Schedule 2, Rate Base.

Q. Does this conclude your direct testimony?

A Yes, it does.

- Page 5 -
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BEFORE THE PUBLIC SERVICE COMMISSION

OF THE STATE OF MISSOUR!

in the Matter of Missouri Gas Energy's
Tariff Sheets Designed to Increase Rates
for Gas Service in the Company’s Missouri

Case No. GR-98-140 ' 1

L

Service Area.
AFFIDAVIT OF JAMES A. BUSCH
STATE CF MISSQURI )
' S8s.
COUNTY OF COLE )

James A. Busch, of lawful age, on his oath states: that he has participated in the preparation of the
foregoing Direct Testimony in question and answer form, consisting of pages to be
presented in the above case; that the answers in the foregoing Direct Testimony were given by
himn; that he has knowledge of the matters set forth in such answers; and that such matters are true

and correct to the best of his knowledge and beliet.
/@ru;—fg f,t«’}a/

JAMES A, BUSCH

-

Subscribed and sworn to before me this _/2__ day of March 1998.

Notary Public

My Commission Expires: i=ATA A, MeKIDDY
/ Public, State of Missauri

County of Cole
'mission Expires 09/11/98
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Initial Data Requests of
Missouri Gas Energy on
Staff Direct Testimony

Case No. GR-2001-382

Please indicate, yes or no, whether any of the analysis included within or
referred to by Ms. Jenkins’ direct testimony and supporting schedules
accounts for daily weather variation as opposed to average monthly weather
variation. If no, please provide a detailed explanation as to why Ms. Jenkins’
analysis does not account for daily weather variability. If yes, please provide
a detailed explanation of how Ms. Jenkins’ analysis accounts for daily weather
variability and provide copies of all workpapers and other documentation that
demonstrates daily weather variability was accounted for.

Response: No. The information provided to Staff by the Company is based
on monthly planning. See the Company Reliability Reports and the Company
responses to DR Nos 21, 28, and 68. The daily numbers are shown in part of
the Company DR responses, but the daily average reported by the Company
are simply the monthly total divided by the number of days in the month.
From information provided by the Company, it is Staff’s understanding that
storage injections and withdrawals are used to absorb daily variations and the
Company may also utilize swing or spot flowing gas for daily variations.
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Initial Data Requests of
Missouri Gas Energy on
Staff Direct Testimony

Case No. GR-2001-382

Did Staff ever publicly propose to or communicate with LDCs in Missouri
generally, or MGE specifically, prior to the winter of 2000/2001 that Staff
deemed a 30% minimum monthly hedging requirement to be appropriate?

Response: Not specifically 30%.
Has the Commission ever required that LDCs in Missouri meet a minimum

monthly hedging requirement? If so, please provide a cite to the Commission
order(s).

Response: Not a specific minimum monthly hedge volume.
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Initial Data Requests of
Missouri Gas Energy on
Staff Direct Testimony

Case No. GR-2001-382

To what extent did Mr. Herbert participate in the Staff discussions with regard to
the decision made in the spring of 2002 that 30% of normal volumes should have
been hedged by Missouri gas utilities in the winter of 200-2001? Please provide a
narrative description of Mr. Herbert’s conversations with Staff, including copies of
any notes or other materials from those meetings or conference calls, and the dates
that those conversations took place.

Response: There was a conference call in spring of 2002. Since it was clear that
natural gas price volatility is great, the need for hedging by utilities was never an
issue. I first promoted requirements during warm weather conditions such as 70%
of normal requirements. We then discussed the possibility of a lower percentage
because some utilities in Missouri were not that familiar with hedging and that they
might legitimately want to proceed conservatively for this reason. The 30% number
seemed overly conservative to me because most companies had some flexibility in
their operations. Moreover, on most days during the heating season, the amount of
customer requirements would greatly exceed 30% of normal requirements. Since
there is generally a very strong relationship between requirements and heating
degree days, 30% of normal heating degree days or normal requirements, provides
us with requirements or heating degree day numbers that are even lower than
normal ‘low’ requirements or requirements for high temperatures days in early
November. An analysis of daily historical heating degree-day information for
Kansas City shows this result clearly. Yet, it is possible to get a 65-degree day in
early November or zero degree-days but it is not very likely. Moreover, it is
expected that most Company’s could readily inject the relatively modest amounts of
gas into storage on these days and, in fact, companies need to have a plan of action
on these days unless all their gas is purchased on the daily markets. As we proceed
through the heating season the 30% of normal heating degree days and normal
requirements will most likely provide us with heating degree day or requirement
amounts that are much lower than the average low heating degree days or
requirements on a day. My thoughts at the time were that the 30% number would
apply better over all companies and all months. Thus, 30% seemed more reasonable
than a number nearer the 70% number because we wanted to use something that
could be readily applied and accepted for all companies and all months.
Nonetheless, I thought it would be much too low for some months such as
December and January and thus excessive and unnecessary customer requirements
would be exposed to price risk and computed damages would also be much too low.
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BEFORE THE PUBLIC SERVICE COMMISSION

OF THE STATE OF MISSOURI

In the Matter of Missouri Gas Energy’s )

Tariff Sheets Designed to Renew for an ) _
Additional Year the Price Stabilization ) Caso No. GO-2001-215
Pund

STAFF RECOMMENDATION -

COMES NOW the Staff (“Staff”) of the Missouri Public Service Commission
(“Commission) and respectfully states as follows:

1. On September 27, 2000, Missouri Gas Etm’gy, a division of Southern Union Company
(‘MGE”) filed an Application to Renew Price Stabilization Fund on Either a Modified or
Unchanged Basis. MGE also requested expedited treatment.

2. The Commission granted MGE’s motion far expedited treatment -hy its order dated
Ociober 4, 2000, directing the Staff to file its recommendation not later tizan QOctober 18, 2000.

3. The Staff hes reviewed MGE’'s Application, and recommends that the Commission
reject MGE's tariff, as more fully explained in the attached Staff Memorandum.

Qfochoned |
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Respectfully submitted,

DANAK. JOYCE
General Counsel

T Reweg \

Thomas R. Schwarz, Jr.
Deputy General Counsel
Missouri Bar No. 29645

Attomey for the Staff of the
Missouri Public Service Commission
P. 0. Box 360

Jefferson City, MO 65102

(573) 7515239 (Telephone)

(573) 7519285 (Fax)

Certificate of Service

I hereby centify that copies of the t'oregumg have been mailed or hand-delivered to all counsel of
record as shown on the attached service list this 17* day of October, 2000.
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MEMORANDUM

TO: Missouri Public Service Commission Official Case File,
Case No. GO-2001-215, File No. 200100337, Missouri Gas Epergy

FROM: Wess Henderson -~ Project Coordinator
Tom Imboff, Gas Department — Tariffs/Rate Design v&S

MM«.&MM 7 . 1o{mplev
Project Coordinator/Date General Counsel's Offs

SUBJECT:  Staff Recommendation on & Tariff Sheet Filed to Renew Price
Stabilization Fund on Either a Modified or Unchanged Basis.

DATE: October 16, 2000

On September 27, 2000, Missouri Gas Energy (MGE or Company) of Kansas City,
Missouri, a division of Southern Union Company of Austin, Texas, filed a tariff sheet
propased to become effective October 27, 2000. On September 27, 2000, the Company
also filed MISSOURI GAS ENFRGY’S APPLICATION TQ RENEW PRICE

TAB N R A MODIFIED OR UNC D BASIS;
MOTION FOR EXPEDITED TREATMENT (Application) requesting that the
Commission issue an order approving the tariff sheet filed on September 27, 2000 as
expeditiously as possible. The purpose of the proposed taiff sheet is to renew MGE's
Price Stabilization Fund (PSF) through the winter of 2000-2001.

The proposed hedging program is slightly different from the MGE program the
Commission previously approved, but which expired as of September, 2000. MGE has
requested that the months for obtaining natural gas call options be changed from
November through March to December through February. MGE ealsa wants the
Commission to approve a strike price that is generally prevailing at the NYMEX natural
gas market. MGE proposes that Staff propase no prudence adjustment or ather
disalowance of costs debited to the PSF for purchases or prices sold at the generally
prevailing NYMEX natural gas market at the time the sale is made.

The Staff believes that MGE has authority to hedge its gas casts using financial
instruments. The attached sample tariff language identified as Attachment A was
developed by Staff and 2) clarifies MGE's authority to enter into gas supply hedges and
b} clarifies that costs related to hedging or not hedging are gas costs, and will be
reviewad in the appropriate actual cost adjustment filing,

QL

10-17-004A171:25 RCVD
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OFFICIAL CASE FILE MEMORANDUM
OCTOBER 16,2000
PAGE 2 OF 2

The Staff is concerned that the existing pre-approval process results in delays that are
caused by scheduling issues, the negatiation process, review requirements, and regulatory
procedural requirements. MGE should have the flexibility to make critical managerial
decision without the inherent delay that is pert of the regulatory process of pre-approvat.
MGE zlready makes critical business decisions without pre-approval for areas such as
payrell, day-to-day gas purchasing decisions, and contractual nepotiations.

Given the changes in the gas market in the last few months reflecting sharply increased
pas prices and higher volatility, MGE should apply reasonable purchasing practices based
upon its own evaluation of risks in its gas supply portfolio. These business decisions
should be subject to prudence review as are MGE's other gas supply choices.

The Staff also requests that MGE's existing autharity to charge 4.7 cents per Mcf be
removed effective November 1, 2000. ’

Therefore, Staff recommends that the following tariff sheet filed on September 27, 2000,
with a propased effective date of October 27, 2000, be rejected:

P.5.C. MO No. ]
First Revised Sheet No. 24,29 Canceling Original Sheet No. 24.29




-/  ATTACHMENT A -

The Company has the authority to use financial instruments for the purpose of hedging
gas supply as it deems prudent. These costs are gas costs and will be subject to a
prudence review in the appropriate ACA proceeding.

Schedule MTL — 27
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STEVENW.CATTRON , ., . Tume 20,2000

Honorable Sheila Lumpe, Chair

- Missouri Pubhc Service Comnussmn ' YIA FAX & U.S. MAIL
P.0O.Box 360 e o ' co
Jefferson Clty, MO 65 102

RE:- Natnral Gas Prices

Dear Chair Lumpe:

By this Jetter Missoun Gas Energy expresses its deep concern regarding current
* . natural gas pnces The Kansas City Star has already reported on the issue a couple of
times -and, in so doing, done a good job of helping to make customers aware of -the
possibility of extremely. high &as prices during the upcoming heating secason. And
although customer awareness is important, moderating the impact high gas prices can
have on our customers will require action in addition to public communication. - :

MGE hopes that by taking prompt action, in cooperation and conjunction with the

 Cornmission, ‘negative impacts on our customers, as well -as the company itself, can be
- moderated. Although MGE has had discussions with your staff regardmg these ‘issues *

- and possible actions that could be taken to help ease the situation, time is of the essence.

Consequently, I write this letter to you and your colleagues on the Commission to request

a direct meeting with the Commissioners themselves as policymakers and to initiate this
important dialogue.

Some facts pcrtammg to thls matter:

' ‘e Natural gas prices are presently ahove $4.00 per MMBtu, an all-time hxgh for this

. time of the year. By the end of our current ACA period (June 30, 2000), MGE:
anticipates being in an under-recovered position on commeodity costs. by at least $10 -
‘million. This translates into an ACA adjustment increasing the PGA rate by at least -
$0.15/Mcf beginning around Novmnber 1, 2000. In addition, assuming natural gas
"prices do not fall between now and Novcmbcr the PGA rate billed to customers
would also increase by in excess of $1.00/Mcf on account of commodity costs
(presently mcludcd in thc PGA rate atappmnmately $3. OOIMct)

¢ DBecause storage gas is necessary for the operational purpose of meeting peak
. demands and because we have only limited flexibility in the timing of storage
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injections, we have been forced to buy storage gas at the higﬁ market prices currently
prevailing. Thus, unlike in years past, storage gas will not likely have any downward
moderating effect on the PGA rate for this coming winter.

For the past three winters, MGE has obtained Commission authorization to purchase
financial instruments to offer substantial price protection to its customers. Although
renewal of that program has been requested by way of the Amended Stipulation and
Agreement submitted on May 15, 2000, by MGE the Commission’s staff and the
Office of the Public Counsel, and presently pendmg before the Commission in Case

- No. GO-2000-705, obtaining financial instruments at or below the strike price cap of
$4.40/MMBtu is not possible in the present market under the volume and cost -
parameters ordered in Case NO. GO-2000-231, MGE is not at all optimistic that

price protection under the parameters set in Case No. GO-2000-231 will be attainable
 prior to the upcoming heating season.

s Although the Fixed Commodity Pricc PGA submitted to, and currently pending
- before, the Commission by MGE, the Commission’s staff and the Office of the Public’

Counsel in Case No. GO-2000-705 provides a structure that can offer customers price

stability, the trigger price of $2.25/MMBtu is well below prices presently available in
the market. Absent substantial reductions in market prices for natural gas, therefore, -

the Fixed Commodity Price PGA wxll not be impleémented prior to the upcommg ‘
heatmg seasom. - .

" MGE, like other Missouri natural gas dlsmbutors, is cun'ently prohibited from
changing its PGA rate until around November 1, 2000. Thus, absent a substantial
reduction in current natural gas prices, MGE will continue under-recovering on
commodity costs into .our next ACA period (beginning July 1, 2000). Any such

under-recoveries will translate into an ACA adjustment. mcrcasmg the PGA rate’
. around November 1,2000.

*  Weather in MGE’s service territory has been mild for the last several hcating seasons.
Thus, a returm to more typical weather would cause higher bills for our customers this
winter absent any increase in natural gas commodity costs. Increased commodlty
costs would exacerbate this billing variability even further.

Unfortunately, thc above factors seem to mdlcate that the currently high natural gas
prices will continue into the future. Despite the best efforts of the Commission, its staff,

the Office of the Public Counsel aud MGE, the spectre of extreme pncc volatihty appears
~ poised on the horizon.

What can be done? _First we need to initiate a dialegue- on t.he. possible
alternatives. MGE rtespectfully requests a meeting with the Commuissioners as
policymakers for this purpose. Some of the alternatives MGE would raise include:

1. Permitting an unscheduled PGA filing this summer.
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2. Increasmg the strike price cap for the purchase of financial mstruments under the
Price Stab1llzat10n Plan. .

3. Altenng other conditions of the Price Stabilization Plan (e g., volumes or overall
cost)

4. Changmg the trigger price proposed by MGE, the Commission’s staff and the Office

of the Public Counsel in the Amended Stipulation and Agreement in Case No. GO-

2000—705

5. Implementation of a Weather Normahzatlon Clause or other rate design that can
~ moderate the impact of weather on customer bills. .

MGE offers the foregoing in the interest of taking the first step and beginning the
dialogue on this important issue. Other alterpatives certainly exist and we are more than
wﬂ]mg to discuss and consider them.

MGE is also in the process of finalizing its plan to begin communicaﬁng with our

customers in order to help prepare them for the upcommg beating season.
. Commnmlcahng soon to climinate the surprise factor will be helpful in and of itself. In

addition, there are other actions customers can take to help moderate bill irpacts. They

include ‘subscribing to the ABC (“Average Bill Calculation™) plan, weatherizing their
homes and bemg aware that thermostat settmgs affect bill levels.

Given the gravity of the situation and the tight time constraints, MGE believes -
that ideas can be exchanged more quickly and effectively in 2 face-to-face meeting. -
- Therefore, 1 would like to meet with the Commissioners as soon as reasonably possible -

during open dgenda to discuss these issnes.

 Please feel free to call me at 816/360-5501 if you have any questions. Thank you

~ “:for your prompt consideration of this request.

Sincerely,

CC: - Commissioner Murray
. - Commissioner Schemienaner
* . Commissioner Simmons S
Vice Chair Drainer . ' _ ™
Martha Hogerty ' '
- Thomas R. Schwarz, Jr.
_ Robert Schallenberg-
o Wess Henderson

28.
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‘Notic':e of Ex Parte Contact

TO: Records Depariment: All Parties in Case No. GO-2000-231 & GO-2000-705
Al) Cornmissioners

DATE:  June 23,2000

- OnJune 21,2000, I received a letter fom Steve Cattroﬁ of Missouri Gas Energy, regarding Natural

Gas Prices. The Commission is currently considering the same issues as to those set out in this

document in Case Numbers G0-2000-231 & G0-2000-705. The Comunissian is bound by the same |

ex parle rule as a court of law.

Pursuant to 4 CSR 240-4 020(4) itis nnprope: for any person to attempt to sway the judgement of
the Comumission by undartaking, directly or indirectly, outside the hearing process, to bring pressure
or influence to bear upon the Commission, or the Regulatory Law Judge assigned to the proceeding.

: \?Vhecher such contact might occur 4 CSR 240-4.020(&) states: as ex parfe ‘commurucanons (either

oral or written) may occly inadverteatly, any member of the Commission or Regulatory Law Judge

who received the communication shall immediately prepare s written report concerming the-

communication and submit it to the Chair and cach member of the Commission, The report shall

identify the person(s) who participated in the ex parte communication, the circumstances which -

resulted in the comminication, the substance of the communication, and the relationship of the
communication to a particular matter st issué before the Comumission.

Therefore, out of an abundance of cantion, I think it appropriate to submit this notice of ex parte

- contact pursuan} to the standards set out in the rules cited above. This will ensure that any party to
this cass will have notice of the attached information and a full and fan opportunity fo yespond to

the commenta contamed therein.

Ceer Bxecutive Dirsctor

Secretary/Chief Regulatory Law Judge
- General Counsel -
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BRIAN D. XINKABE
Exeentiye Directer

GORDON L. PERSINGER

urlesianece Dlregior, Research and Publis Afluin
ol @Htssnurt ﬁuhhc Serbice @nmmrﬁswn e et
SHEILA LUMPE N :

Chalr - POST OFFICE BDK 360 Direeter, Utility Qgeratlans
' ~ ROBRRT SCHALLENDERG -
M. DIANNE DRAINER A JEFFERSON CITY, MISSOURI 65102 - - Direcior, Ukllity Sonieet

Viee Cholr §73.751.3234

§73.751.1847 (Fax Number) DONNA M. KOLLLLS

' _ Director, Adminlstration
CONNIE MURRAY . hupifwww.pscatate.ma.us BALE H;;.RDY ROLERTS
ROBERT G. §CHEMENAUER i - Seerelary/Chief Regquiaiory Law Judge
. y
KELVYIN L, SIMMONS ) . : ’ ' %’\QEQECJ&:‘C&
June 20, 2000 }

Steyen W, Cattron _
President & Chief Operating Officer
Missouri Gas Bnergy

3420 Broadway

XKansas City, MO 65102

Dear Mr. Cattron:

I am in receipt of your letter of June 20, 2000, Like you, I sm greatly concerned with the
effect that unexpectedly high natural gas prices will have on Missouri's gas companies arnd their
cugtomers. [ agree thet time is of the 2ssence if we are to most cffectively address the potential
problems caused by the h: gh price of gas.

Beczuse of the pervasive neture of this issue, it is of utmaost Importanc: that the PSC‘

response is orchestrated to best meet the need: of all Missourians invespective of their gas service

- provider. I am hesitant to léad the Commission to addressing the problem one company at 2 time
and therefore must decline your request to have MGE individually address the Commission at this

_time. [nstead, [ would ask that MGE participate in 2 meeting that the PSC staff will conduct next
Monday in Jefferson City. Through this workshap, all of the state's gas comnpenies can

 participate in an open discussion of the issue and work together with staff to develop
recommendations for the Commission on how to best manage the probiems brought by the
current high price of gas, Recommendations requiring the Commission's review and approval
would be handled {n an expedited mannet. [ hope you will agree that this strategy affords us the
best chance of addressing this problem in a way that is fair and conmstmt {o consumers and ges
companies statewide, and in the shortest amount of time. '

: You will be receiving or may have a[rcady received an invitatien from Wess Henderson
to attend the staff meeting. {am hopeful MGE will be 2n active pacticipant in this forum.

Sincerely,

/
Sheila Lumpe

infarmed Conswrers, Quality Uility Services, und a Dedloated Orgonizatian for Missoutians in the 24x Century
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BRIAN D. KINEADR
Rxecutive Diracior

GORDON L. PERSINGER
Dircctor, Research and Publie Aflaim

Temibaioucra

Missouri Pulblic Serbire Commission

. ido WESS A. HENDERSON
SEB11C¢\:TPM - ey , Director, Vtility Operadons
POST OIFICE BOX 3¢0 : ROBERT SCHALLENBERG
M. DU‘F‘NE DRAINER JEFFERSON EITV, 1:11:38('30!&_1 £510% . " bitector, Utﬁlt}' Servlees
. 573 7515113;:75(1;2’:: b DONNA M, KQLILIS
. CONNIE MURRAY e e e Stale oo et} Directar, Administeation
: . tpfiwww.pscstale.mo.us DALE HARDY RODERTS .
ROBERT G, SCHEMENAUER ’ . - Secratary/Chiel Repaintary Law Judge |
KEBLVIN L. SIMMONS : DANA X, JOTCR
‘ Ganera} Counsel
" June 23, 2000
Steve Catiron

President & Chief Operating Officer - - | | |
Missouri Gas Energy :

3420 Broadway '

Kansas City, MO 64111-2404

Re:  Case Numbers GO-2000-231 .
G0-2000-705 L - SRR,

Deer Mr. Cattron:
The Commission appresciates knowing your opinion.

. 'This case is an open case, 30 I cannot corment on it. Your letter will be shared with all
the Commissioners and be placed in the official file so-all the parties can view it.

Thank you for taking the time to write. "
. Sincerely,

Sheila Lumpe

cc; Commissioners

Infarmed Cansianers, Quality Utility Services, ant @ Dedicared Organization for Missaurloas bu the 2lst Century
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BEFORE THE PUBLIC SERVICE COMMISSION / L E D
PR 1
OF THE STATE OF MISSQURI ' 9 2ag;
Sercs Sl Py,
MmeC
In the matter of Missouri Gas Energy's Missiy

fixed commodity price PGA and
transportation discount incentive
mechanism.

Case No. GO-2000-705

STAFF RECOMMENDATION

COMES NOW StafF of the Public Service Commission of Missouri, and for its ret;ommendation
in the above-captioned matter states. ' :
1. OnMarch 30, 200}, Missoun Gas Energy filed alternative proposals for gas cost
recovery, and specimen tariff sheets designed to implement either option.
2. Staff has reviewed the filing, and does not believe either-of MGE's proposals constitutes
a balanced approach to securing gas supply. For the reasons set out fully in the
Memorandum attached as Attachment A, Staff recommends that the Commission reject
both of MGE’s proposals.

WHEREFORE, Staff urges the Commission to raject MGE's application.
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Respectfully submitted,

DANA K JOYCE
General Counse}

Moe ,

Thomas R Schwarz, Ir.
Deputy General Counsel
Missouri Bar No. 29645

Attorney for the Staff of the
Missouri Public Service Commission
P. O Box 360

ITefferson City, MO 65102

{(573) 751-5239 (Telephone)

(573) 751-9285 (Fax)

Certificate of Service

I hereby certify that copies of the foregoing have been mailed or hand-delivered to all counsel of
record as shown on the attached service list this 19th day of April, 2001.

('\'\Lmasmm@ "
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MEMORANDUM
To: Missouri Public Service Commission Official Case File,

Case No. GO-2000-705, Missouri Gas Energy

%avid Sommerer, Procurement Analysis Department Manager
wWWarren T. Wood, Gas Department Manager

éZM M: u il K4 o W ‘Vfilai
Utility Operations Division / Date  General Counsel’s Officc\/Pate

Subject: Staff Recommendation on Missouri Gas Energy’s Alternative Proposal
Regarding Commodity Cost Recovery

From:

Date: April 18, 2001

On March 30, 2001, Missouri Gas Energy (MGE or Company), & division of Southern
Union Company, of Kansas City, Missouri filed an alternative proposal for gas cost
recovery, accompanied by sample tarifY sheets to incorporate either a Fixed Commodity
Price Alternative (fixed price option) or Hedging Plan Alternative (hedging option).
These options were submitted by MGE for the Commission’s consideration and approval
per paragraph I1.C of the Amended Stipulation and Agreement approved by the
Commission on August 1, 2000.

The Commission’s Procurement Analysis Department and Ges Department Staff (Staff)
have reviewed MGE’s Alternative Proposal Regarding Commodity Cost Recovery
(Proposal). Based on the following discussion, Staff recommends that neither of these
oprions be specifically pre-approved by the Commission. The pre-approval process
violates the fundamental principle that Missouri utilities manage their own business ina
reasonable and prudent manner. MGE asks the Commission to decide now, in advance of
events, that one or the other of its proposals is prudeat. MGE is asking the Commission
to relieve it of the risk of possible disallowance of gas costs even though the Commission
will not be given additional market information at the time purchases are made.
Customers may ultimately pay more for their gas in exchange for MGE's peace of mind.
By extension, if the Commission is 10 assume the role of making initial management
decisions at MGE, then customers should receive the benefit of a reduction in rate of
return and elimination of salaries for management employees that no longer perform this
function.

Attachment A
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MGE's proposed natural gas purchase alternatives are too namrow in scope and put all the
of ratepayer’s “‘eggs in one basket”, Under the fixed price option, the ratepayers will be
subject to the outcome of a blind purchasing decision for an entire year regardless of how
the market changes. Under the hedging option, all of MGE's ratepayers are protected by
the purchase of financial instruments, but only for price cap protection on a percentage of
“normal” natural gas supplies. The price cap that can be achieved using financial
nstruments, and their antendant cost, is relatively high compared to historical market
prices. The Company's formula approach will probably not result in the best level of
financial hedges for its customers this winter.

These problems are accentuated by the fact that the Company is performing its gas
purchasing function in a piecemeal fashion. MGE is making decisions regarding fixed
price gas contracts and financial hedges separate and distinct from each other instead of
evaluating the interaction of both of these options to provide customers the best overall
price of gas for this winter. Furthermore, if the weather is colder than normal, the price-
protected supplies will drop as a percentage of the total needed supplies, further exposing
ratepayers to high gas prices. If prices climb as they did last winter, ratepayers will still
see hugh natural gas bills even though they would be below the spot market or index
price.

Staff supports a gas purchasing strategy for the upcoming and future winters that utilizes
a sound management decision-making process that considers the entire range of gas
supply options while recognizing all relevant factors impacting its gas purchasing
activities. The fundamental issue in this case is risk management and responsibility.
There is a risk whenever we make 2 decision regarding a course of action when unknown
future events can substantially alter the consequences of the decision. MGE customers
are completely dependent on MGE 10 make reasonable and prudent decisions related to
the purchase of natural gas to meet their needs. For the process to be efficient MGE must
at least implicitly assume & fiduciary relationship with its customers similar to the one
that explicitly exists between shareholders and their directors. The gas purchasing
relationship between MGE and its customers necessitates a sound gas purchasing
strategy. Such a strategy favors a mix of fixed price volumes, financially hedged
volumes, storage valumes, and index priced volumes with variations of each of these
companents. The decision regarding the appropriate mix of these differently priced
mechanisms would depend on the best information available to MGE on pricing trends,
the relative costs of these mechanisms, end recognition of scenarios that can significantly
alter the actual result. The decision regarding the appropriate mix of these differently
priced mechanisms will be based on an objective to provide a relatively stable rate with
the ability to participate in market price drops. Staff recognizes that a sound gas
purchasing strategy will not result in the lowest possible delivered price or complete
stability in rates in any given winter. The strategy Staff mentions has already been

incorporated by one of Missouri’s LDCs and is currently being incorporated by two
others.
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Staff niotes that each of MGE's proposed options has merit and needs to be evaluated as
part of a sound gas purchasing strategy. MGE’s fixed price option would achieve rate
stability over a full year, with only weather induced usage volatility the remaining
unknawn. MGE's fixed option plan does not provide adequate measures to ensure the
cost of gas is reasonable. The company’s proposal would have the Commission endorse
the purchase of 20% of MGE's requirements even at times when all relevant data
indicates that this would be an unreasonable action. MGE'’s hedging option would
achieve a level of price protection while allowing participation in market price
reductions. Unfortunately, its price protection level is expected to be quite high,
relatively expensive to purchase, and will not protect all of MGE's needed supplies.

It is StafP’s belief that MGE does not need to receive approval from the Commission 10
participate in whatever gas purchasing plan it views to be prudent and effective to
provide its customers with reasonable gas costs. The gas price spikes of this winter and
the 1996-'97 winter have shown that continued efforts to provide a leve! of rate stability
are prudent. If MGE has analyzed the options it has presented to the Commission for
pre-approval, and has a preference for using one or the other alternative to achieve the
objectives of reasonable gas costs and a leve! of stability, it should exercise this option
without Commission pre-approval. Ta date, Staff has not been persuaded that either one

of MGE’s proposals provides an optimum balance hetween the level of gas costs and a
level of stability.

Staff is concerned about the timing of this filing and the possible time frame for
resolution of these deliberations. Some of the best opportunities to purchase different
mechanisms to accomplish a level of rate stability and reasonable gas costs could occur in
the next few months. Staff does not believe that MGE's current tariffs preclude them in
any way from contracting for the mechanisms that Staff has noted or that MGE has
proposed. The Commission should so state in its order rejecting both of MGE's proposed
options.

The Staff has reviewed MGE’s Alternative Proposal Regarding Commodity Cost

Recovery and is of the opinion that the Commission should rejecx pre-approval of MGE's
alternatives.

Schedule MTL - 29
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Staff notes that each of MGE's proposed options has merit and needs to be evaluated as
part of 4 sound gas purchasing strategy. MGE's fixed price option would achieve rate
stability over a full year, with only weather induced usage volatility the remaining
unknown. MGE's fixed option plan does not provide adequate measures to ensure the
cost of gas is reasonable. The company’s proposal would have the Commission endorse
the purchase of 20% of MGE's requirements even at times when all relevant data
indicates that this would be an unreasonable action. MGE’s hedging option would
achieve a level of price protection while allowing participation in market price
reductions. Unfortunately, its price protection level is expected to be quire high,
rejatively expensive to purchase, and will not protect all of MGE’s needed supplies.

It is Staff’s belief that MGE does not need to receive approval from the Commission t¢
participate in whatever gas purchasing plan it views to be prudent and effective to
provide its customers with reasonable gas costs. The gas price spikes of this winter and
the 1996-'97 winter have shown that continued efforts to provide a level of rate stability
are prudent. If MGE has analyzed the options it has presented to the Commission for
pre-approval, and has a preference for using one or the other alternative to achieve the
objectives of reasonable gas costs and a level of stability, it should exercise this option
without Commission pre-approval. To date, Staff has not been persuaded that either one
of MGE's proposals provides an optimum balance between the level of gas costs and a
level of stability.

Staff is concerned about the timing of this filing and the possible time frame for
resolution of these deliberations. Some of the best opportunities to purchase different
mechanisms to accomplish a level of rate stability and reasonable gas costs could occur in
the next few months. Staff does not believe that MGE's current tariffs preclude them in
any way from contracting for the mechanisms that Staff has noted or that MGE has
proposed. The Commission should so state in its order rejecting both of MGE's proposed
options.

The Staff has reviewed MGE's Alternative Proposal Regarding Commodity Cost
Recovery and is of the opinion that the Commission should reject pre-approval of MGE's
alternatives.
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BEFORE THE PUBLIC SERVICE COMMISSION

OF THE STATE OF MISSOURI
In the matter of Missouri Gas Energy’s )
fixed commodity price PGA and ) Case No. GO-2000-705
Transportation discount incentive )
mechanism. )

MISSOURI GAS ENERGY’S RESPONSE TO STAYF RECOMMENDATION;
REQUEST FOR EXPEDITED CONSIDERATION

Comes now Missouri Gas Energy ("MGE”), a division of Southern Union
Company, and for its response to the Staff Recommendation filed herein on or abaut
April 19, 2001, respectfully states the following: '

1. As indicated in its March 30 filing, MGE filed its Alternative Proposal
Regarding Commodity Gas Cost Recovery for the purpose of 1) eliminating the $2.25 per
MMBtu trigger price mechanism currgntly embodied in MGE’s tariff and IT) replacing
that $2.25 trigger price mechanism with either A) a fixed commodity price altemative or
B) a hedging plan alternative. MGE will address each of these items in turn.

L Eliminating the $2.25 Trigger Price Mechanism and Request for Expedited
Treatment

2. Because the Staff Recormendation did not address the climination of the
$2.25 trigger price mechanism, MGE met with representatives of the Staff and the Office
of the Public Counsel on April 24, 2001, to discuss this matter. Based on that discussion,
it is MGE’s understanding that neither the Staff nor the Public Counsel object to the
elimination of the $2.25 trigger price mechanism. By filing made under scparate cover
contemporaneously with the filing of this pleading, MGE has submitted revised tanff
sheets to effectuate climinatian of the $2.25 migger price mechanism. MGE respectfully

requests expedited approval of these tariff sheets (Sheet Nos. 24.8, 24.11, 24.12, 24.13,
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24.14, 24.15, 24.16, 24.18, and 24.31) on less than thirty days notice. As good cause

therefore, MGE states that the presence of the $2.25 trigger price mechanism unduly

complicates gas supply purchasing decisions; its elimination will clarify matters and the

sooner it 1§ eliminated and matters are clarified the better. MGE has endeavored o

communicate with the Staff and Public Counsel to resolve this matter by consent and has

made this tariff sheet filing as soon thereafier as reasonably possible.

II.  Replacing the §2.25 Trigger Price Mechanﬁm

A, Fixed Commodity Price Altemative

3 The Staff opposes the fixed commodity price altemative proposed by
MGE based on its b;elief that the Commission should not gr‘ant “pre-approval.” Although
this Staff position continues to be a disappointment to MGE, the fixed commoedity price
aliernative as proposed by MGE contained 8 “no prudence review” condition, so this
Staff position is not a surprise. MGE reiterates its belief that the fixed commodity price
alternative is superior to the hedging plan altemative for the reasons set out in MGE’s
filing of March 30, 200]1. Nevertheless, in an effort to move this matter forward
expeditiously for the benefit of MGR's customers in the upcoming winter, MGE hereby
advises the Commission that, so long as the $2.25 trigger price mechanism is eliminated,
the Commission need not make a decision between the fixed commodity price alterative
and the hedging plan altemnative. The Commission itself is of course free to choose the
‘ fixed commodity price alternative, but MGE would need to know that decision forthwith

to be able to effectively implement that decision for the upcoming winter.



- Schedule MTL — 30

B. Hedging Plan Altermative

4 The stated basis of the Staff's opposition to the hedging plan alternative
proposed by MGE is also that the Commission should not grant “pre-approval.” This
objection puzzles MGE because the hedging plan alternative as proposed by MGE does
not seek “pre-approval” and specifically provides for prudence review. (See, para. IL.B.2.
on pages 3-4 of Missouri Gas Energy’s Alternative Proposal Regarding Commodity Cost
Recovery, filed March 30, 2001, and Section II of Sheet ﬁo. 24.12 in Attachment 3
thereto). The Staff's objection on this basis further puzzles MGE because the tariff
language in section II of Sheet No. 24.12 is essentially what the Staff recommended in
Case No. GO-2001-215.! (See, Attachment 1 appended hclreto). MGE believes that it 13
entirely reasonable and appropriate to include this language in its tariff. Nevertheless, in
an effort to move this matter forward expeditiously for the benefit of MGE’s customers in
the upcoming winter, MGE hereby advises the Commission that, upon elimination of the
$2.25 trigger price mechanism, MGE will implement the hedging plan altemative without

the language included in Section If of Sheet No. 24.122 (The revised tariff sheets

The Staff also opposes the hedging plan alternative proposed by MGE on the
basis that it is purportedly a “formula approach.” (See, Staff Memorandum, page 2 of 3)
This cniticism puzzles MGE also. The hedging plan alternative proposed by MGE
specifically stated that “MGE will undertake to hedge its gas purchase costs through the
use of financial instruments on the NYMEX or fixed commodity prices or some
combination thereof.” (Missouri Gas Energy’s Altemative Proposal Regarding
Commodity Cost Recovery, para. ILB.2, pp. 3-4) This is most definiively not a
“formula approach.”

2 In so doing and effective with the elimination of the $2.25 tngger pnice
mechanism, MGE will be acting in reliance on the Commission’s October 26, 2000, order
in Case No. GO-2001-215 and the Staff Recommendation in this case that MGE
possesses authority to use financial instruments for the purpose of hedging gas supply as
MGE deems prudent and that the costs of such instruments, including associated gains
and losses are commodity-related gas costs recoverable through the Purchased Gas
Adjustment mechanism in MGE's tariff and are subject to true-up, as well as prudence
review, through the Actual Cost Adjustment process.
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subrnitied contemporaneously herewith under separaie cover have been so drafted.) The
Commission itself is of course free to decide that the tariff language originally included
by MGE in Section II of Sheet No. 24.12 shouid be approved.

WHEREFORE, MGE respectfully requests that the Commission issue its Order
which approves the tariff sheets to eliminate the $2.25 trigger price mechanism as
expeditiously as poseibie.

Respectfully submitted,

MBE#16496
3420 Broadway
Kansas City, Missouri 64111
(816)360-5755

FAX: (816)360-5536
e-mail; rob.hack@southermnunionco.com

ATTORNEY FOR MISSOURI GAS
ENERGY

Certificate of Sewice

I hereby certify that a true and correct copy of the above and foregoing doctmwm
was either mailed or hend delivered this 26th day of April, 2001, to:

Qffice of the Public Counsel Thomas R. Schwarz, Jr.
P.O. Box 7800 P.Q. Box 360
Jefferson City, MO 65102 Jefferson City, Missouri 65102
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2001 Mo. PSC LEXIS 211, *

In the Matter of Missouri Gas Energy's Fixed Commodity Price PGA and Transportation
Discount Incentive Mechanism

Case No. GO-2000-705; Tariff No. 200101090
PUBLIC SERVICE COMMISSION OF THE STATE OF MISSOURI
2001 Mo. PSC LEXIS 211
May 25, 2001

CORE TERMS: tariff, trigger, volumes, commedity price, recommmendation, purchasing,
effective, commaodity, sheet, elimination, recommended, prudence, fixed price, approving,
withdraw, prudent

[*1] Dale Hardy Roberts, Secretary/Chief Regulatory Law Judge. Nancy Dippell, Senior
Regulatory Law Judge, by delegation of authority pursuant to Section 386.240, RSMo 2000.

OPINION: ORDER APPROVING TARIFF

On August 1, 2000, the Commission approved an Amended Stipulation and Agreement
regarding commodity gas cost recovery between Missouri Gas Energy, a division of Southern
Union Company, the Staff of the Missouri Public Service Commission, and the Office of the
Public Counsel, Section II of the agreement allowed MGE to submit, for the Commission's
consideration, proposals regarding commodity gas cost recovery if the fixed commodity price
component of the purchased gas agreement (PGA) did not take effect within eight months
after April 28, 2000. The fixed commodity price component, alse known as the trigger price
mechanism, of the PGA did not take effect by the deadline.

On March 30, 2001, MGE filed a pleading requesting that the Commission approve one of two
proposals. In its first proposal, MGE requested a fixed commodity price component for
natural gas within the PGA. The fixed component would be based, according to the proposal,
on the New York Mercantile Exchange.(NYMEX). The fixed price [*2] would be effective for
the period from October 1, 2001, through September 30, 2002, and would be weighted by its
average purchase volumes for those months. MGE stated that under this proposal, it would
make no profit from the fixed commodity price component within the PGA and no prudence
review or adjustments would take place with respect to commodity purchases during that
period.

In the alternative, MGE proposed to hedge its gas purchase costs through the use of financial
instruments purchased on the NYMEX, by fixed commodity prices, or by some combination of
the two. According to MGE's pleading, the gains or losses from the use of such financial
instruments, as well as the cost of the financial instruments themselves, would be
recoverable through the PGA clause of MGE's tariff. These costs, and the gains and losses,
would be subject to a prudence review and adjustments.

On April 19, 2001, the Staff recommended that the Commission reject both of MGE's
proposals. The Staff stated in its memorandum that by approving one of the two proposals,
the Commission would be preapproving the expenditures and thereby deeming them to be
made in a prudent manner, Staff further indicated that by [*3] approving one of these
proposals the Commission would be assuming the decision-making role that should be
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performed by MGE's management team. Staff further stated that in its opinion, MGE did not
need Commission approval to participate in whichever gas purchasing plan MGE believed to
be prudent.

Staff recommended that MGE use a gas purchasing strategy that "favors a mix of fixed price
vetumes, financially hedged volumes, storage volumes, and index priced volumes with
variations of each of these components.” Staff indicated that MGE's current tariff would not
preclude MGE from using any of the methods MGE or Staff suggested for purchasing gas.

On April 27, 2001, MGE filed a response to Staff's recommendation. In its response, MGE
indicated that it disagrees with Staff's objections. MGE stated that it had had further
discussions with Staff and the Office of the Public Counsel regarding the elimination from its
tariff of the current trigger price mechanism. MGE stated that having this mechanism in its
tariff was no longer necessary since the mechanism did not take effect. Also on April 27,
2001, MGE filed proposed tariff sheets that would eliminate the trigger price mechanism. An
amendment [*4] to the tariff sheets was filed on May 15, 2001, The tariff sheets have a
proposed effective date of May 27, 2001.

MGE indicated in its response that if the trigger mechanism is eliminated, then no decision by
the Commission is necessary regarding the two alternatives set out in MGE's March 30, 2001,
pleading. However, MGE did not go so far as to withdraw its request for approval of its
alternatives,

On May 18, 2001, the Staff filed a recommendation regarding MGE's April 27 2001, tariff.
Staff recommended that the tariff sheets as amended be approved, and that the alternative
proposals be rejected for the reasons it stated in its April 19, 2001, recommendation.

~ The Commission has reviewed MGE's proposed tariff, Staff's recommendation, and MGE's
further response. The Commission finds that the elimination of the trigger price mechanism
from the tariff is reasonable and the proposed tariff as amended should be approved.

The Commission notes that although MGE did not withdraw its request for approval of its two
alternatives when it filed its proposed tariff, the Commission will treat the tariff filing as if it
also withdrew the two alternative proposals. MGE itself admits that with the [*¥5]
elimination of the trigger price, no further action by the Commission is necessary. Thus,
there is no need for the Commission to address the two alternative proposals. As Staff
suggests, MGE may make gas purchasing plans that it views to be prudent and effective,
subject to prudence reviews and adjustments by the Commission.

IT IS THEREFORE ORDERED:

1. That the tariff filed by Missouri Gas Energy, on April 27, 2001, Tariff No. 200101090, is
approved as amended to become effective on May 27, 2000. The tariff approved is:
P.S.C. MO. No. 1

Third Revised SHEET No. 24.8, Canceling Second Revised SHEET No. 24.8
Third Revised SHEET No. 24.10, Canceling Second Revised SHEET No. 24.10
Third Revised SHEET No. 24.11, Canceling Second Revised SHEET No. 24.11
Third Revised SHEET No. 24.12, Canceling Second Revised SHEET No. 24.12
Fourteenth Revised SHEET No. 24.13, Canceling Thirteenth Revised SHEET No.
24.13

First Revised SHEET No. 24.14, Canceling Original SHEET No. 24.14

First Revised SHEET No. 24.15, Canceling Original SHEET No. 24.15

First Revised SHEET No. 24.16, Canceling Original SHEET No. 24.16

First Revised SHEET No. 24.18, Canceling Original [*6] SHEET No. 24.18
First Revised SHEET No. 24.31, Canceling Original SHEET No. 24.31

http://www .lexis.com/research/retrieve? m=a927997274e71c0t6ff267f739099984&csve=f... 3/14/2003
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2. That this order shall become effective on May 27, 2001.

3. That this case may be closed on May 29, 2001.

BY THE COMMISSION
Dale Hardy Roberts
Secretary/Chief Regulatory Law Judge

Nancy Dippell, Senior Regulatory Law Judge, by delegation of authority pursuant to Section
386.240, RSMo 2000,
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Initial Data Requests of
Missouri Gas Energy on
Staff Direct Testimony

Case No. GR-2001-382

Please show, through workpapers, notes or other materials, how Staff
calculated that MGE could obtain 75% of the maximum tariff rate if MGE had
released its capacity on Williams during the ACA period in question in this
proceeding. If no analysis or calculation was conducted, please indicate as
such.

Response: No specific calculation was performed but was based upon the
requircment that an assessment of the value of a forgone capacity release
transaction be conducted. The Staff’s rationale for this value was at some
level between maximum FERC rates and a 50% discount.
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Initial Data Requests of
Missouri Gas Energy on
Staff Direct Testimony

Case No. GR-2001-382

56. All other things being equal, please explain whether, in Mr. Sommerer’s
opinion, a capacity release transaction for 500 Mcf/day of pipeline capacity is
comparable to a capacity release transaction for 10,000 Mcf/day or more of
pipeline capacity.

Response: No., These capacity levels are materially different in size.




