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BEFORE THE PUBLIC SERVICE COMMISSION

OF THE STATE OF MISSOURI

In the Matter of the Joint Application of )

Gateway Pipeline Company, Inc., ) Case No. GM-2001-585
Missouri Gas Company and Missouri}
Pipeline Company. }

AFFIDAVIT

STATE OF MISSOURI )

) SS.
CITY OF ST. LOUIS )

Christopher C. Pflaum, of lawful age, being first duly sworn, deposes and states:

1. My name is Christopher C. Pflaum. My business address is 9401 Indian

Creek Parkway, Suite 360, Overland Park, KS 66210; and I am President of Spectrum
Economics, Inc.

2. Attached hereto and made a part hereof for all purposes is my rebuttal
testimony, consisting of pages 1 to_19, inclusive.

3. I hereby swear and affirm that my answers contained in the attached

testimony to the questions therein propounded are true and correct to the best of my
knowledge and belief.

Christopher (. Pflaum

Subscribed and sworn to before me this | O'E’ day of QLugd 7, 2001.

C)Hm'-c,/ 03'7‘/-’-”’\-

JOYCE L. JANSEN.
Notary Public — Notary Seal
STATE OF MISSOURI
ST. CHARLES COUNTY
My Commission Expires: July 2, 2005 )
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REBUTTAL TESTIMONY
- OF
CHRISTOPHER C. PFLAUM

Please state your name and business address.

My name is Christopher C. Pflaum. My business address is 9401 Indian Creek

Parkway, Suite 360, Overland Park, KS 66210. .
What is your occupation?

I am President of Spectrum Economics, Inc., a firm of consulting economists and

financial analysts.
What is your educational background?

I have an MBA with a concentration in Finance from the University of Miami and
a Ph.D. in Finance and Operations Management from the University of South
Carolina. Much of my post-graduate work was involved with public utility
econoruics. My doctoral dissertation is entitled The Cost of Capital to a Public
Utitity.

What is your previous experience in utility rate matters?

I have spent most of my professional life working in the area of public utility
regulation. From 1982 through 1984, I was Senior Financial Economist and
Acting Director in the Revenue Requirements Program of the Policy Analysis and
Research Division of the Illinois Commerce Commission. In 1984 and 1985 1

was employed as Director of Financial Analysis at the utility consulting firm of

* Lubow McKay Stevens and Lewis. Following that, I was employed by QED
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Research, Inc., also a utility consulting firm. Through a series of spin-offs

starting with QED, Spectrum Economics came into existence.

I have published and spoicen extensively in the area of public utility regulation
and finance including serving on the faculties of the NARUC Regulatory Studies

and Advanced Regulatory. Studies programs.

I have also presented papers at the Iowa State Regulatory Conference, The
Biannual Régulatory Information Conference and annual meetings of the National
Society éf Rate of Return Analysts and the Mid-America Regulatory Conference.
While employed by the Illinois Commerce Commission, I served as chairman of

the Subcommittee on Finance of the NARUC.

Over the last twenty years, I have testified in numerous cases in several
jurisdictions including Missouri, Kansas, Illinois, Texas, Arizona, California,
Indiana, Wisconsin and Arkansas, the Federal Energy Regulatory Commission
and the Federal Communications Commission. I have also served as a consultant
to the U.S. Department of Energy, the American Public Gas Association and

numerous utilities and customer groups. A copy of my curriculum vita is attached

to this testimony as Schedule 1.

What is the purpose of your rebuttal testimony in this proceeding?

The purpose of my rebuttal testimony on behalf of Laclede Gas Company
(Laclede) is twofold. First, T will discuss a number of concerns that the
Commission should have regarding the proposed acquisition of Missouri Pipeline

Company (MPC) and Missouri. Gas Company (MGC) by Gateway Pipeline
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Company, Inc. (Gateway) in light of its principal owner's experience in
overseeing pipeline operations serving other local distribution companies (LDC)
in Kansas and Missouri. Specificaily, I will describe some of the financial,
regulatory, litigation and reliability concerns that have arisen in connection with
these operations that 1 Eelieve warrant disapproval of the proposed acquisition.
Second, if the Commission should nevertheless decide to approve Gateway’s
application, I will describe specific conditions to lessen any detrimental impact of
the transaction on Missouri gas consumers that I believe the Commission should

adopt in connection with any approval of the proposed acquisition.

Have you provided testimony in other cases regarding the pipeline operations
that were previously owned and operated by the principal owner of the

acquiring company in this matter?

Yes. The applicant, Gateway is a Delaware corporation. Based on the
information that I have received to date, it appears that Gateway would be

principally owned and controlled by ** . ** is the

prior owner of The Bishop Group (Bishop); an organization that owned and
operated pipelines in Kansas, Missouri and Oklahoma. I have testified, on behalf
of Williams Natural Gas, in three previous matters regarding Bishop, two in

Kansas and once in Missouri.

Why is Laclede concerned with who owns Missouri Pipeline Company or

Missouri Gas Company?

Laclede 1s the largest recipient of the natural gas supplies delivered through

MPC's facilities, with the right to take 55,000 MMBtu per day of the line’s 85,000
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Mcf/d capacit.y. While supplies delivered through MPC represent‘only about 10%
of Laclede’s total annual requirements, such supplies represent the oniy current
source of gas for some of Laclede's customers. Therefore, it is an important
component of the supply on which Laclede depends to meet the needs of its
customers. Laclede has always striven to provide reliable, reasonably priced gas
service to its customers. As part of that effort, Laclede is especially concerned
with maintaining reliable access to the critical pipeline facilities that are necessary
to deliver gas supplies to the Company’s distribution system and with protecting.
its customers from inflated gas costs that are increased for reasons unrelated to

competitive market conditions.

Why should the Commission be concerned about Gateway Pipeline

Company?

As I previously indicated, the pipelines previously overseen by the principal
owner of Gateway have been invoived in a significant array of litigation relating
to gas supply and transportation arrangements. In some instances, the litigation
preceded the implementation 6f these arrangements while in others it arose out of
cost or reliability issues that emerged after the arrangements had gone into effect.
In almost all instances, however, an overriding element in such litigation was that
it resulted in the implementation of a gas supply and/or transportation
arrangement that was either priced well above other service alternatives or was
necessitated by the need to deal with the fallout from such an arrangement. To
the extent the proposed acquisition is approved in this case, the Commission

should make certain there are reasonable safeguards in place to ensure that similar
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issues and concerns that could have a detrimental impact on its customers do not

arise here.

Can you provide some examples of such litigation and the gas supply and/or

transportation arrangements that followed or preceded them?

Yes. Such examples include the following:

Kansas Pipeline Partnership (KPP), controlled by ** **, received
its first gas transportation contract with Western Resources, Inc. (WRI) after
intervening in a rate application. After the contract was secured, KPP
persuaded WRI to lift the price ceiling on its contract from the rate charged by
the dominant pipeline, Williams Natural Gas (Williams}), to a level based on
cost of servicle. Subsequent to the lifting of the contract cap, in 1994, KPP
filed for a further increase in rates based on a hypothetical cost of service. |
The contract amendment alone has resulted in over $13 million per year in

increased costs to Kansas gas consumers over the past six years.

KPP secured a transportation contract for gas with United Cities Gas (UCG)
shortly after it intervened in UCG’s Kansas rate case. After securing the
contract, KPP withdrew its intervention. Aithough this contract was on far

better terms than WRI’s, it was still at a cost above that of Williams.

KPP secured contracts to construct a small pipeline and provide bundled gas
and transportation services at very high rates to several Kansas communities

in settiement of litigation with WRI regarding the so-called “Linchpin” and
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“Wraparound” contracts. Once again, these contracts have cost consumers

tens of millions of dollars in unnecessary costs over their duration.

Bishop affiliates, Mid-Kansas and Riverside Pipeline, secured high cost
contracts with MGE as the result of settling the Linchpin and Wraparound

contract lawsuits,

KPP is currently in litigation with WRI’s successor in Kansas, the Kansas Gas
Service division of Oneok, over KPP’s alleged breach of the Linchpin and

Wraparound settlements.

The total excess costs to consumers as a result of these arrangements have been
substantial and according to my testimony in the dockets seeking KCC approval
of these arrangements would have allowed KPP to earn 151% rate of return. In
Case Nos. GR-94-101 and GR-94-228, it was also estimated that the total excess
cost to Kansas and Missouri consumers of the various uneconomic contracts with
** **_affiliated entities, barring regulatory intervention, would have been
$547 million. Because of claims made at the KCC and FERC that regulatory
action would iead to financial ruin, however, both the KCC and FERC have

maintained KPP, KNP, Riverside, etc, rates at levels well above any reasonable

estimate of the cost of service.

Have pipelines operated or owned by The Bishop Group¥ experienced

operational problems in Kansas?
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Yes, they have. Kansas Pipeline interrupted firm service to WRI (presently
Kansas Gas Service) and United Cities Gas in the winter of 1993/94 in t‘;onnection

with a delivered supply arrangement. -
How did this serious interruption occur?

The interruptions by KPP seem to have occurred because it was using
interruptible transportation on interstate pipelines to provide firm delivered
service on KPP. During the time period in question, interruptible service was
fairly firm and the risk associated with the mismatch was small but not non-
existent. KPP risked service reliability to its customers and its customers would
have been interrupted had Williams not stepped in to make up for the lost
supplies. 1 have included in Schedule 2 to my rebuttal testimony, various
materials which illustrate the seriousness with which this lapse in reliability was
taken by the parties who were affected, including copies of the correspondence
between Bishop and WRI, internal memos, and a copy of the complaint and

request for emergency show cause proceeding that WRI filed with the KCC.

Please explain how Bishop entities have used claims of financial distress as

the basis for rate increases.

In its Kansas rate case, Bishop made numerous, nontraditional claims for why its
rates should be increased. Among these were that it should be allowed to claim
the capitalized losses of an unrelated predecessor as an element of rate base. The
claim was framed that the losses were market entry costs. The KCC ultimately
rejected these arguments and esta’plished a cost of service of $22 million. Bishop

then appealed to the KCC that the return on this level of investment would be
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insufficient to meet the indenture coverage ratios on its debt. This debt greatly
exceeded KPP’s utility investment and KPP never did provide the KCC with an
accounting of the uses of these funds. Rather than see a Kansas utility fall into
bankruptcy, the KCC permitted a revenue requirement of $31 million, an amount
sufficient to cover the indenture requirements. After FERC asserted jurisdiction
over KPP because of action undertaken by its management, KPP repeated these
financial need arguments in its FERC case when the FERC found that the KPP

rate base and cost of service were inflated.

Why is the possibility of financial distress claims of concern in this matter?

*%
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How could FERC exerting its jurisdiction lead to higher rates for Missouri

gas consumers and burden other customers with stranded investment?

First, FERC jurisdiction would virtually guarantee approval of any effort by
Gateway to bypass Laclede or other LDCs — a result that would burden smaller

customers with additional fixed cost responsibility as the revenues currently

contributed by larger customers would be lost to Gateway. **

10
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Has this Commission recognized the poor track record that the owners of
Gateway have compiled with their previous ownership and management of

pipeline facilities in Kansas and Missouri?

Yes, according to the previously mentioned initial decision in FERC Docket No.
RP99-485-000h the Commission has not only recognized these deficiencies, but

has made every effort to bring them to FERC’s attention. As the initial decision

in that case notes:

11
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According to MoPSC witness Morrissey, various actions by KPC's
previous owners and managers have negatively affected the KPC's
rates, its relationship with its customers, its regulatory affairs, and
its business operations. MoPSC witness Morrissey contends that
"various acquisitions and changes in KPC's ownership have
produced increased costs that have not resulted in corresponding
benefits to ratepayers.... {and that] KPC's owners and managers
have repeatedly made decisions which have been to their benefit
while being detrimental to its ratepayers." Moreover, the lack of
adequate internal controls has allowed KPC's operating expenses
to exceed reasonable levels, which has resulted in KPC's cost-of-
service being driven to a level where it is not competitive with
other pipelines.

MoPSC believes that above-market prices have prevented KPC

from increasing its market share and have eroded its current

market. The increased prices have further caused dissension

among KPC's customers and state regulatory bodies, thereby

triggering contractual disputes and prudence reviews. MoPSC

states that all of these factors are the result of KPC's own

inefficient management. Commission policy requires that under

such circumstances, KPC's owners, not its customers, must bear

the burden of shouldering the costs that result from KPC's

increased business risk. /d p. 54.
Obviously, there is not a great deal that Laclede can add to the very serious
concerns that have already been identified and expressed by the Commission
itself regarding the track record of Gateway’s owners other than to observe that
they create a very strong presumption that the proposed acquisition would be
detrimental to the public interest. Clearly any repetition of the kind of litigation,
service problems and excess cost concemns described above in connection with
MPC and MGC would presentr the LDC and potentially the Commission with a
Hobson’s choice. For the LDC it could be the choice of whether to enter into
litigation over contractual matters relatihg to the cost or reliability of pipeline

service, while simultaneously risking a potential loss of service, or to agree

instead to a financial solution that may maintain service, but only at a potentially

12
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significant increase in the cost of gas service to its customers. For the regulator,
the Hobson's choice between cost and reliability could, of course, be just as
severe, .Those are choices, Missouri LDCs and their customers shouldn’t have to
face and to ensure they do not in this case, I recommend that the proposed

acquisition not be approved.

Doesn't your recommendation result in an impairment of the existing

owner's property rights to sell its facilities?

As a general matter, I believe that uﬁlities, just like other firms, should be given
wide latitude in their exercise of such rights. However, property rights are not
absolute. Every public utility that purchases or constructs facilities dedicated to a
public use accepts certain limitations on how such facilities may be transferred to
a new owner. Specifically, they must recognize that any subsequent sale of used
and useful facilities will necessarily be conditioned on whether the proposed
buyer has the requisite attributes to provide the Commission with reasonable
assurances that the transfer will not be detrimental to the public interest. In some

exceptional cases, such as this one, that mintmum standard will not be met.

Should the Commission nevertheless decide to approve all or part of the
proposed acquisition, what conditions do you believe the Commission should

impose on this transaction?

Given the legal uncertainties over the Commission’s ability to formulate
conditions that cannot be circumvented through an assertion of FERC jurisdiction
or otherwise, I do view the imposition of conditions as an ineffective substitute

for disapproval. Nevertheless, if the Commission decides to approve the

13
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proposed transaction, I believe it is essential that very clear ground rules be
established at the outset to govern the service relationship between MPC, MGC
and its existing customers following their acquisition by Gateway. Specifically, I
recommend that approval of the acquisition be conditioned on the following

requirements:

1) MPC and MGC should be required to continue to provide firm
transmission (FT) service to existing users of the pipelines, including Laclede, at
rates reflecting their cost of service, provided that such rates should be capped for
a period of not less than 5 years. This rate cap should include a prohibition on
any type of rate restructuring, including any changes that would establish rate or
zone boundaries or require an LDC to purchase services that have traditionally

been included as part of MPC’s or MGC’s taniffs.

2) MPC and MGC should be at risk for any loss of transportation volumes or
any incremental expenditures designed to increase the throughput capability of the
pipelines. Should MPC's or MGC'’s revenues fall because customers leave it or
its capital or operational costs increase above the amounts currently reflected in
rates In order to serve new loads, the pipelines should not be permitted to raise

thelr rates to existing users to make up that shortfall.

3) MPC and MGC’s certificate should continue to forbid it from bypassing

the LDCs it serves and from providing direct service to industrial customers.

4) MPC and MGC should be required to provide existing users, including

Laclede, with a right of first refusal to continue to take up to their existing

contract entitlements for firm transportation.

i4
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5) MPC and MGC should be prohibited from taking any actions that would

subject them to FERC jurisdiction without prior approval of the Commission.

*,k

K ¥

6) MPC and MGC should be required to submit plans showing that its

. addition of any firm transportation customers that increase its peak throughput

will not impose additional costs or lessen service reliability to existing users of

the pipeline.

g} Finally, to ensure reliability, MPC and MGC should be obligated to use
firm services on interstate pipelines, whenever obligated to provide a firm

delivered service to its customers.
Why is it necessary to impose a rate cap on MPC and MGC?

The mmposition of a rate cap will prevent litigation or threats of service
interruptions from being used to secure rate increases. Given the history of
litigation that [ previously discussed, I believe such a condition is essential in that

it greatly limits the effectiveness of this strategy.

Why shouldn’t MPC and MGC be permitted to establish rate territory

i5
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boundaries or restructure its rates?

For the rate conditions to work effectively, it is critical that indirect increases not
be sanctioned through the simple device of changing existing rate boundaries or

restructure its rates. This condition will prevent such a result from occurring.
How can changing the existing rate boundaries or structure cause detriment?

For example, Laclede takes service from MPC on various points including the St.
Louis city gate and at connections on t_he boundaries of small towns outside the
metropolitan area. All this service is at a single rate. By establishing rate
boundaries, Gateway could raise additional revenues based on Laclede’s take
points. On two separate occasions, in relation to the assets involved in the instant
proceeding, Case Nos. GR-92-314 and GA-95-231, this Commission has rejected
the establishment of rate boundaries or zoned rates. Any attempt to establish rate
boundaries shouid be considered as a form of “back door” increase in overail rates
and a detriment to gas consumers. This detriment can be prevented by the
Comumission by not allowing the pipelines from establishing zoned rates or rate
boundaries. Anotﬁer form of “back door” increé.se ihat the Commission should
guard against is a rate restructuring. By either unbundling or rebundling services,
Gateway could attempt to extract additional monies without adding any value to
its standard tariff services. The Commission should not permit any changes to

standard tariff services during the 5 year rate cap.

How is public detriment avoided by preventing MPC and MGC from

adjusting rates in response to last volumes or to reflect the incremental costs

required to serve new loads?

l6
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Like the rate cap condition, such a requirement prevents the rates paid by existing
users from being increased indirectly because service problems have driven
customers off the system, thereby decreasing the volumes over which the fixed
costs of the pipeline can be spread or because uneconomic decisions have been

made to serve new loads that cannot pay for the incremental investment.

Why should Gateway be barred from serving retail load through MPC and

MGC?

MPC and MGC are certificated asr infrastate pipelines not local distribution
companies. It has been this Commission’s policy that intrastate pipelines are not
allowed to bypass the LDC’s that they serve to directly connect with the LDC’s
customers. The benefit of such a policy is clear: it prevents the pipeline from
cherry picking large profitable loads and leaving behind stranded LDC investment
to be collected from captive, human needs consumers. The present owner is

operating under such a restriction.

Why should Gateway, through MPC and MGC, be required to provide

existing users of their system with a right of first refusal?

In the past, regulation has recognized the need to provide incumbent LDC users of
pipeline facilities with a mechanism to preserve their traditional access to such
facilities, particularly where such access is needed to maintain service to firm
customers. A right of first refusal would accomplish this goal by giving existing
users of the pipeline the opportunity to match any offer to take service by a new
customer up to a level equal to the existing users contract entitlement. In light of

the previous concerns I have expressed, I view this protection as critical.

17
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What level of service will be necessary from Gateway Pipeline?

Gateway Pipeline must provide the same high-pressure supply, and hourly
volume flexibility comparable to MPC’s present service level in order for Laclede

to meet its customers’ demands. Any significant additional firm subscription to

18
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the Gateway pipe in the future without additional compression or pipe installation
would erode service to Laclede, thereby jeopardizing service to Laclede’s

customers.

Please discuss the condition that you believe the Commission should impose

to address this concern.

As part of any Order approving the proposed acquisition, the Commission should
require that prior to adding any additional firm subscription that would increase
peak throughput on MPC’s or MGC’s system above existing levels, Gateway
must submit a plan for Commission approval detailing what measures will be
taken to ensure that such increased throughput will not jeopardize service to
existing users and verifying that any costs incurred to provide such assurance will

not be paid by existing users.
Does this conclude your testimony?

Yes, it does.

19
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"FASB As Phlogiston: An Economists Reflections on SFAS 71," Iowa State Regulatory
Conference, Ames Iowa, 1985.

"Choosing Consultants for Prudence Audits," Subcommittees on Finance and Economics of the
National Association of Regulatory Commissioners (NARUC), Clearwater, Florida, 1985.
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"Measuring Utility Investment Risk Using Option Pricing and Time State Preference Models,"
NARUC Subcommittee on Finance, Clearwater, Florida, 1984,

"Developing a Comparable Sample for Cost of Capital Using Cluster Analysis," NARUC
Subcommittee on Finance, San Diego, California, 1984.

"Regulation and Disinflation," NARUC SuBcommittee on Finance, San Diego, California, 1984,

"The Search for Optimal Capital Structure," National Society of Rate of Return Analysts,
Washington, D.C., 1984.

“Phase-ins: The Neglected Dimension," Mid America Regulatory Conference, Chicago, IL,1984.

"Reconciling Value Estimates of Public Utility Property," Midwest Association of Utility
Property Appraisers, Springfield, Illinois, 1983.

ASSOCIATIONS AND MEMBERSHIPS

Kansas City Council on Business Economics, President - 1991-1993
Chairman, NARUC Subcommittee on Finance, 1983-1984

Faculty, NARUC Advanced and Regulatory Studies Program, 1983-1984
American Economic Association

American Finance Association

Financial Management Association

National Association of Business Economists

SELECTED PUBLIC UTILITY AND ENERGY ECONOMICS PROJECTS

Memphis Light Gas & Water Division - Supply Options 2000. Because the transition to
competition in the electric industry presented new challenges and opportunities, MLGW
commissioned Spectrum Economics to forecast the structure of the industry in the future and
formulate strategies for MLGW to economically provide power. As part of our efforts we used
financial, production costing and market clearing price models to forecast the future rates of
TVA, the market clearing price of power in the area around Memphis and the relative economics
of various construction and market purchasing strategies for meeting the demand for electricity.
We also evaluated the technological, fuel supply and regulatory considerations influencing
MLGW’s decision. Client contact: Dana Jeanes.

On behalf of the City of Topeka, Kansas, before the Kansas Corporation Commission Docket #
97-WSRE-676-MER, March, 1999. Presented testimony regarding why the proposed merger
between KCP&L and WRI was in the public interest and why the requested acquisition
adjustment should not be permitted. John C. Frieden, Frieden, Haynes, & Forbes (Topeka, KS).

Townsend Capital Summit Technology Center — The Summit Technology Center is a one
million square foot industrial complex situated on 300 acres in Lee’s Summit, Missouri. Dr.
Pflaum served as the project coordinator for a team that solicited bids for energy supply
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including cogeneration and trigeneration. His team evaluated those bids and assisted the client in
negotiating a more favorable rate from the electric utility on the basis of the avoided cost of self-
generation. Dr, Pflaum also solicited bids for gas supply to the plant and assisted the owners in
selecting a new gas supplier and in negotiating with the local gas utility for carriage from the city
gate. Client contact: George Loelkes. This project is ongoing. ’

On behalf of the Association of Directory Publishers before the Public Utilities Commission of
the State of California, San Francisco, CA, RE: The Matter of the Joint Application of Pacific
Telesis Group ("Telesis"} and SBC Comrmunications, Inc. ("SBC"} for SBC to Control Pacific
Bell. Application No. 96-04-038, November, 1996. Presented testimony on how the
SWB/Pactel merger would impact Yellow Pages. Peter Casciato, Law Offices of Peter Casciato
{San Francisco, CA).

On behalf of the Association of Directory Publishers before the Federal Communications
Commission, Washington, DC, RE: Application for Consent to the Transfer of Control of
Licenses and Pending Authorizations from Pacific Telesis Group to SBC Communications, Inc.,
Report No. LB-96-32, October, 1996. Presented testimony on how the SWB/Pactel merger
would impact Yellow Pages. Theodore Whitehouse, Wilke Farr & Gallagher (Washington, DC).

On behalf of the Association of Directory Publishers before the Federal Communications
Commission, Washington, DC Re: Implementation of the Telecommunications Act of 1996:
Telecommunications Carriers' Use of Customer Proprietary Network Information and Other
Customer Information, CC Docket No. 96-115, June, 1996. Competitive issues relating to

subscriber listing information. Theodore Whitehouse, Wilke Farr & Gallagher (Washington,
DQC).

On behalf of Williams Natural Gas Company before the Missouri Public Service Commission,
GR-94-101 and GR94-228. January, 1996. Testimony on competitiveness of commodity and
transportation markets. Gary Boyle, Williams Companies Legal Department.

On behalf of Williams Natural Gas Company Re: Kansas Pipeline Partnership before the Kansas
Corporation Commission for Approval and to Make Effective Certain Gas Purchase Contracts
between Kansas Pipeline Partnership and Western Resources, Inc. et al, Dockets No. 192,506-U,
192,391-U, and 192,507-U - October, 1995. Reasonableness of prices and terms of a proposed
pipeline. John Frieden; Frieden, Haynes, Forbes, (Topeka, Kansas) and Gary Boyle; Williams
Natural Gas Company, (Tulsa, Oklahoma).

Re: Application of Kansas Pipeline Partnership et al., Docket No. 190,362-U, October, 1994,
Presented testimony regarding the regulatory and business climate of the natural gas industry
from 1970 through 1994 and how changes in the industry affected the competitive environment
faced by the joint applicants. John Frieden; Frieden, Haynes, Forbes, (Topeka, Kansas) and
William J. Sears; Williams Natural Gas Company, (Tulsa, Oklahoma).

Agricultural Energy Consumers Association. Presented testimony in Pacific Gas and Electric
1991 ECAC proceeding and 1992 General Rate Case regarding marginal cost, value of service
and revenue allocation to the agricultural class.

American Public Gas Association. With J. Rodney Lemon, prepared white paper entitled Local
Gas Distribution Companies and Pipeline Market Power: Workable Competition or Unregulated
Monopolization for presentation by the APGA to Congress, the FERC and other interested
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parties. Included in study are survey of municipal LDCs, quantifying the extent of cost shifting
and development of alternative regulatory policies. May - September 1991.

Memphis Light Gas & Water Division. Gas Supply Options Study. Evaluated options for gas
supply through 2000. Projected future gas -costs, pipeline rates and demand by customer
segment. Built an optimization model to estimate the optimal level of firm demand for future
years given historical weather patterns. Evaluated economics of expanding LNG facility.
Performed a strategic analysis of various gas supply and transport portfolios. February 1991 -
July 1991.

Memphis Light Gas & Water Division. Electric Supply Options Study. Evaluated alternatives
for securing electric supply through 2010. Included projecting future TVA rates by building a
large-scale integrated financial and production cost model of the TVA, forecasting demand for

TVA power and forecasting future capacity needs of Memphis. November 1989 - February
1990.

City of Long Beach. Evaluated four possible gas supply strategies including pipeline purchase
and operation. January 1990 - April 1990.

South Coast Air Quality Management District. Assessed the need for and costs and benefits of
additional pipeline capacity into Southern California. November 1988 - July 1989,

Metropolitan Water District of Southern California. Determined the financial consequences of
conservation programs on water utilities and developed rate offsets to make up revenue shortfalls
resulting from conservation. June, 1989.

U.S. Department of Energy. Participated in a regulatory options study for the Office of Policy
and Planning, 1989.

Meade County v. Panhandle Eastern Pipeline Company. Testified before the Tax Review Board
of the Kansas Department of Revenue on the valuation of gas storage facilities, Summer 1989.

Commonwealth Edison Company, Docket 90-0169, Illinois Commerce Commission, Topics:
Deferred plant accounting, cost of coal, and off-systems sales.

Commonwealth Edison Company, Docket 87-0427, Illinois Commerce Commission, Jan. 1988,
Topics: Price competitiveness; relative cost of coal, and suggestions for changes in system
operations.

Board of Public Utilities, Kansas City, Kansas. Developed a structural framework for analyzing
the benefits of selling this municipal utility to private investors.

Gulf States Utilities, Docket 6755, Public Utility Commission of Texas, August 1987. Topic:
The prudence of the corporate planning process of Gulf States Utilities. Retained by the
Commission to evaluate the testimonies of the various parties to this case.

Quapaw Water Company, Public Service Commission of Arkansas, March 1987, Topic: General
Waterworks acquired Quapaw at a price below book value. Commission staff and interveners
sought to have rate base adjusted to reflect an acquisition adjustment. Presented testimony on
behalf of the Company rebutting staff and intervener positions.
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U.S. Department of Energy, as a subcontractor to Charles River Associates. Topic: Study of
Rate Shock. Developed a revenue requirement and pricing model to evaluate the impacts of

relative project size, cost per kilowatt of capacity, demand growth and rate moderation strategies
on rate shock.

United Telephone Company of Missouri, Public Service Commission of the State of Missouri,
Topic: cost of equity capital (included preparation in anticipation of cost on issue of the impact
of different regulatory treatments of working capital and impact of cost of capital calculation).

Public Service of Indiana, Public Service Commission of Indiana, August, 1985. Topics:

financial condition of PSI, financial forecasts, financial and regulatory policies to restore
financial health.

Utility Diversification in the State of Wisconsin, Public Service Commission of the State of

Wisconsin, July 1985. Topics: cost of capital, pricing of transactions and asset transfers between
affiliated interests, capital structure, regulatory policy.

Kansas City Power and Light Company, Kansas Corporation Commission, June, 1985. Topics:
phase-in of Wolf Creek revenue requirement, regulatory policy, pricing in competitive markets.

Arizona Public Service Company, Arizona Corporation Commission, October, 1984. Topics:
phase-in of Palo Verde revenue requirement, cost/benefit of CWIP in rate base, cost of capital
affects of incentive plans, financial condition of APS and likely bond ratings, financial forecast.

Central Illinois Public Service Company, Illinois Commerce Commission, April, 1984. Topics:
optimal capital structure, preferred stock defeasance.

Illinois Power Company, Illinois Commerce Commission, June, 1983. Topics: CWIP/AFUDC
cost/benefit analysis.

Iowa-Illinois Gas and Electric Company, Illinois Commerce Commission, May, 1983. Topics:
phase-in of Louisa Generating Station including tax and accounting implications, financial
condition of [IG&E.

American Bell, Inc., Illinois Commerce Commission, January, 1983. Topics: valuation of
detariffed assets, compensation for investment in employee training.

SELECTED LITIGATION PROJECTS

U.S. v. Zeitlin, No. C 87-20084, U.S. District Court, District of Kansas. Analysis of damages to
purchaser from bid splitting. Attorney - James L. Eisenbrandt; Morris & Larson.

Great Western Directories v. Southwestern Bell, et al., No. CA2-88-218, U.S. District Court,
Northern District of Texas, Amarillo Division. Analyzed the structure of the directory
advertising market; the conduct of Southwestern Bell in pricing of White Pages listing
information; and, the results of that conduct on competition in the market and damages to the
plaintiff. Attorney - Robert E. Garner, Nancy J. Stone; Garner, Stone and Lovell. (Amarillo, TX)
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Starcom, Inc. v. U.S. Telecom, Inc., et al., No. 87-2540-5, U.S. District Court, District of
Kansas. Analysis of the economic and financial viability and value of a long-distance reseller.
Attorney - R. Frederick Walters; Linde Thomson, et al.

Crown Building Supplies, Inc. v. Peachtree Doors, Inc., No. 88-2592-0, U.S. District Court,
District of Kansas. Analyzed liability and damage claims in breach of contract case. Attorney -
John L. Taylor; Vincent, Chorey, et al. (Atlanta, GA)

Federal Sign Company v. Duravision, Inc. et al, No. SA-90-CA-394, U.S. District Court,
Western District of Texas. Valuation of a start-up company. Aftorney - Sam L. Stein; Garner,
Stone and Lovell (Amarillo, TX)

First National Bank of Utah v. Goldston, et al U.S. District Court, Northern District of Texas.
Developed analysis of the benefits to a party to a check kiting and fraud conspiracy in RICO
action. Attorney - John Harrington; Ray, Quinney & Nebeker (Salt Lake City, UT).

KMS, Inc. v. Conagra Pet Products, Inc. No. 90-1582-T, U.S. District Court, District of Kansas
(Wichita, KS). Analysis of financial condition of plaintiff at time of contract and claim of
damages due to contract recission. Attorney - John P. Passarelli; McGrath North, et al (Omaha,
NE).

Zayler v. Great Western Directories, Inc. No 90-90760-5, U.S. Bankruptcy Court E. District of
Texas. Valuation of two telephone directories. Attorney - John Lovell; Garner, Stone & Lovell,
(Amarillo, TX)

Beehive Pizza v. Dominos, Case No. 92-C-0613G, U.S. District Court, Utah. Economics of
franchisee -franchiser relationship and analysis of franchiser actions in context of good faith and
reasonableness. Attorney - Robert Moore; Giaque, Crockett & Bendinger (Salt Lake City, UT)

Nevada Power Company v. Monsanto Company, et al, Case No. CV-8-89-555, U.S. District
Court, Nevada. Analysis of damages to electric utility due to early replacement of transformers.
Attorney - Steven R. Kuney; Williarms & Connolly, {Washington, D.C.).

Bluebonnet Savings Bank v. Federal Deposit Insurance Corp., Case No. CA3-91-1066-X, U.S.
District Court, Northern District of Texas Dallas Division. Determination of impacts of
government actions on value of institution and ability to finance acquisition. Attorney - Jeremy
Butler; Lewis and Rocca. (Phoenix, AZ)

Richard B. Cray, et al. v. Deloitte, Haskins & Sells, Case No. 90-C-682-E. U.S. District Court,
Northern District of Oklahoma. Securities fraud (10b - 5). Effect of financial presentation on

the valuation of a savings and loan. Attorney - Daniel Bukovac; Watson, Ess, et al. (Kansas City,
MO)

Computer Equipment Useful Life Analysis, Case No. 92-13440-EQ and No. 93-3108-PR, State
Board of Tax Appeals. Testimony before property tax review boards in states of Kansas and

Missouri on economic lives of various types of computing equipment. Attorney - Ben Neil; Neil
and Terrill. (Overland Park, KS)

Security Pacific v. Cape Mobile Home Mart, Case No. CV191-866CC, Union, County, Missouri.
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Analysis of lender liability claim regarding failure of muiti-state mobile home sales company.

Valuation of firm prior to liquidation. Attorney - Frank Gundlach; Armstrong, Teasdale et al,
(St. Louis, MO)

Eckholt v. ABI, Case No. 93-2440-KHYV, United States District Court for the District of Kansas.

- Analysis of the performance of a public ‘seminar company and valuation of an ownership

interest. Attomey - Mark Hinderks; Stinson, Mag, Fizzell. (Overland Park, KS)

National Liberty Corporation v. Walmart/Sedgwick James, Case No. 4:94-CV-1818-FRB,
United States District Court for the Eastern District of Missouri Eastern Division. Analyze lost

profits claims in breach of contract case. Attorney - John S. Sandberg, Sandberg, Phoenix & von
Gontard. (St. Louis, MO)

Donnelley v. Sprint Publishing, No. 95 C 5825, U.S. District Court, Northern District of Illinois,
Eastern Division. Conduct analysis of Greater Chicago yellow pages directory market.
Estimated damages claimed by plaintiff from Sprint's alleged competition with a
Sprint/Donnelley partnership and damages alleged in Sprint's counterclaim. Attorney - Jerome
T. Wolf, Sonnenschein, Nath & Rosenthal. (Kansas City, MO)

FoxMeyer Drug Co. v. C.D. Smith Drug Co., No. CV 94 2932 Civil Docket A, Circuit Court of
Jackson County, MO at Kansas City. Analyze lost profit claims in business interference case.
Attomney - Jan P. Helder, Sonnenschein, Nath & Rosenthal. (Kansas City, MO)

Brooks Fiber Communications of Tucson, Inc. v. GST Tucson Lightwave, Inc., Case No. CIV
95-655 TUC-JMR, United States District Court for the District of Arizona. Analyzed the
relevant market and conduct and quantified damages incurred by a competitive access provider
of telecommunications services in an antitrust action. Attorney - Edward M. Mansfield, Belin,
Lamson, McCormick, Zumbach & Flynn. (Des Moines, IA)

Schonfeld v. Hilliard, No. L-95-3052 (MBM), United States District Court, Southern District of
New York. Analyzed the economic viability and implied value of a proposed cable news
programming venture in a breach of contract case. Attorney - William G. Dittrick and Jill Robb
Ackerman, Baird, Holm, McEachen et al. (Omaha, NE)

National Claims Management Corporation v. Mercedes-Benz of North America, Inc. Case No.
96-0090 GHK(AJWx), In the United States District Court, Central District of California.
Analysis of barriers and gains from anticompetitive behavior in refusal to deal antitrust case.
Attomney - Judith Anderson, Stroock, Stroock & Lavan. (Los Angeles, CA)

Bogan Aerotech, Ltd., et al v. Bell Helicopter Textron, Inc., Case No. 96-013461. In the District
Court of Harris County, Texas. Evaluation and critique of plaintiff’s expert’s study of damages

relating to an alleged breach of contract. Attorney - Ernie Figari, Figari & Davenport (Dallas,
TX).

U.S. Surgical Corp. v. Orris, Inc., Case No. 96-2300-GTV. In the United States District Court,
District of Kansas. Analysis of market structure, performance and harm to competition for
defendant on antitrust counter claim to a patent infringement claim. Attorney - John Power,
Husch & Eppenberger. (Kansas City, MO)

Interphase Corporation v. Rockwell International Corporation, Case No. 396-CV0290-P. United
Pflaum, Page 9 -




States District Court, Northern District of Texas, Dallas Division. Valuation of the network
systems division of Rockwell and analysis of damages claimed for breach of contract to sell the
division. Attorney - Ernie Figari, Figari & Davenport. (Dallas, TX)

American Red Cross v. Community Blood Center of the Ozarks, Case No. 95-3466-CV-5-4,
United States District Court, Western District of Missouri, Southern Division. Analyze lost
profit claims in business interference case: Attorney - Stuart H. King, William H. McDonald &
Associates (Springfield, MO)-

Felton USA, Inc. v. Wallace, Saunders, Austin et al, Case No. CV97-20205, Division 11, District
Court of Jackson County, Missouri, Sitting at Kansas City. Analysis of lost profit claims and
critique of plaintiff’s expert’s study of damages relating to an alleged breach of contract.
Attorney - J. Nick Badgerow, Spencer, Fane, Britt and Browne (Overland Park, KS)

Consolidated National Corporation, et al v. Winstead, Sechrest, Minnick, P.C., Civil Case #3-
9CV1353-L, U.S. District Court, Northern District of Texas, Dallas Division. Analyze the value
of a poison pill right affecting marketability in a legal malpractice case. Attorney — Steven K.
DeWolf, Bellinger and DeWolf (Dallas, TX)
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SUBJECT: KPQOC Ceiivery Prctlems

CC: L?.!."y tr‘-uE. , ol .-\KEF‘

Al the moninly cceraing mestng with K*CC yestercay, we acdressed the problems they
axpenenced n Zelivenng e peaking gas stccly we naa reqguesied fom them. They casicaily
nac Two anemetve pians ior sanging gas cnito the system.

e “rsiclan was for cstivery 'nic the FEFL system. After :inttially getting confitmaitcon from PESL

gent
cn the cetivery, <FCC recawved neoufication fom FEFL ¢f 8 ceczony congraint at the Haven
nierconnec enc neyr tas was nct avle to flew tecause cther gas was inline in front of them.
APCC telieves wnis pretiem may have ceen aveicea Rac they genen the netfication tc acd gas

earlier, such 2s cn ,..u...r.c:ay rather tnan Mencay.

The secand aiternative called for using the Trunkline system to cackhaul ihe gas. Again, they
theugnt that thay nac -\aery'rmc werking =nc confirmea for celivery, and in ‘act, they think their
Gas icwed cr 2 oougie ¢f neurs.  Sowever, 2iler 3:CC omen Mc'cav ey received nclice e
‘his gas was rct avaizcie, a resuit ¢f 2 greciem cn the Trunkine sysiem with sianing a
CIMErasser siauch Ic meve the gas.

Cn Tuescay. tney were werking on several acciticnal arerranves ¢ meet cur requiremenis.
Trey aiso siatec that aiter the currant stuaticn was rgsolved, they wwould te reviewing their
cericrmance anc :cenulying new aiternasives c ensura their acility ¢ celiver :n the future. Atihat
time. ihey will meet wanh us to review ther cian.
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SUBJECT: Karsas Piceiing Parnsrsnic

CC:

On January 17th zt acereximately 9 2m, Jim Akers cailed Jean Schrece with KPCC ‘o
request that K.| UC STING CUr curcnase veiume up 10 maxmum ratas . 18,866 Tt} “or
me remaincer ¢f the cay ana for e 18th arnd 18th.

—uring the eve g nirg zbcut @ omy, | received a cail fom dohn Teefsy roicaing thar KFCC
ned acvisec u ? t ey nad “lest' zoereximately 17,6C0 CthyD <t their sueply and weuid
~ct te zCle tg|Ceiiver the maximum smcunt.

-~
b
-
-
[ =43

At ccprﬂx'n*a'.lew 10 om, | received z call from Ke:th Mitchell ¢f XPOC. Keith ~ad
|nd|ca19d ‘natiney fad lestthe 17,000 Cin/D and expeciaditto ::r.:r'..e :rroL.gn the 18th

18th with |a izl =ncr:age fcr the tnree Cays aof akbcut 35,000 O, | ask Keith what
'.;"e cr.,ciem ‘was. Kaith said that tney nec arranged icr atout 88.6CC oD cn PEFL zux
that aceut 17, CCO CitvD wouid nct fcw cecause of cch'ralrzs at Haven. (This leacs .-.-==
0 t:eueve *““I meir transgen cn FERL was IT)) They tren wiec iz ire uo sucey '©
Trunkline, o 1 Tessuld net c:r.rrr:: T2t ey ‘were rsceiving gE@s. <Eih Sid not k*:w §
ey could g "elt e gas ilewing cn e 18th or 16th,
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SUBJECT: XPOC Firm Gas Purcnase Centract

CC: J. Ingram

Zuring ine meming of January 18 KPCC niermea Cas Service Marketing Cecaniment they were
saing = cunz! ad interreptble transceranin custcmers ranscerung on XPOC, XPCC hze
ccrtzcieda e cusiemers and teld the ¢usicmers since WRI was nct in curiaiiment they ccuid
conurte 1€ Ls2 gas even théugn XFLC wcuic change the ncrmiraten 0 zer0. Jcan Schreco
of KFZT anc Wilma Ftemey anag | hac a csnference cail ¢ ciscuss KFCCs cunailment. Joan
Scrnecp acrzed the curtailment wouic nct increase ic:al cas velumes on KRPCC ano s was
simply a cecer ransacticn. ‘Aith temperatures meceraung ana acciticnal zas cn WNG., |
Jean 1 2idn t make sense 10 cunal thesa cusicmers. KPCC later cziled Wilma and tcld har ey
were coing 1o sunal these custemers on Jznuary 18,

It seems azczrent XPCC was curtaiing e iranspern susicmars . an axemet ' isa e
transcenaten 52s iC meet the Arm SUICREse CCRT2C: vCitmes. | n@ CUn2nes CUSICMmers wotic
cOntire ¢ Us2 Ne same ameunrt of gas anc KPFCC wcuid make ur any umcaiance cefore meni
end.
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Wesztern Resources, Inc.
{formerly The Kansas Power
and Light Ccmpany)

818 Karsss Avenue

P. O. Box 588

Topeka, XS 66601

ATTENTION: Mr. Richara H. Tangeman
Vice President, Gas Supply
Facsimile: 1/575-8405

Dear Mr. Tangeman:

This corresponcence is 0 cohOiirm in writing camain cf the recent telepncne
conferences between our perscnrei end personnel of Wesiern Resources, Inc.

At spproximeataly 3:4S ALML. ©n January 17, 1554, representativas of Wesiemn
Resources, Inc. {"Western") notified cersonnel of Kansas Pipeiine Operating Company
{"KPOC"; that Western wanted 10 commence an increase in deliveries on January 17,
1994, up to a rate of 118,467 MMBtu for January 17, 1994, with a potential, further
increase of an additional 10,000 MMBtu on January 18 and 18, 1994, We were,

furiner, rotified that gas ‘lows were gnticipated 10 return on January 20, 1984, 0 the
"pre-increase” leveis.

Thereafter, at approximately 11:55 A.M., January 17, 1994, Western requested an
additional increase in its earlier romiration by 5,832 MMBtu 1o begin on January 18,
1884 {ior a total of 124,349 MMEt.).

At 12:CC o'clock noon, January 17, 1394, Wesiern’'s total requested flow ievet was
veriiied as being delivered by KPOC to Wesiern for Wichita, Kansas, and at 1:00
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Western Resources, Inc.
January 13, 1984
Page 2

o’clock P.M., January 17, 1994, ‘Western’'s totai requestied {icw levei was vernfied as
avaiiable for delivery by KPOC o Western for the Kansas City Metroooiitan Area.

On January 17, 1994, KPOC ccnfirmed ali necessary sieps had been taken for
delivery of the requesied volumes of ‘Western f{or the period January 17 througn
January 19, 1384, with the applicacie supopiier, as well as Trunkiine Gas Company
("Trunkline®} and Pannanale Eastern Pipe Line Ccmpany ("PEPL®!. On January 17,
1994, KPCC adaitionaily cenfirmed 1-at its scheduled deliveries through Trunkline and
PEFL had been initiatec. '

At approximately 6:00 P.M. on January 17, 1824, Trunkline zavisec KPOC that it was
no longer able ta honor the KPOC romination beczuse of compressor difficuities that
had cccurred on the Trunkline sysiem. However, Trurkiine advised that the
compressor problems were being immediately adcrassed, and that {ull gas flows might’
be restored 10 KPOC in as little as two hours.

Shortly thereafier, KPOC was rnotified by PEPL (natit may have 10 reduce XPCC gas
flows from PEPL because of the faiiura of deliveries of Trunkiine reiated 0 Trunk'ine’'s
compressor difficuities.

Following further communication from PEPL, at ecproximateiy 7:C0 o’cicck P.M. on
January 17, 1994, KPOC advised Western that bacaus2 of comperessor diffizuities on
Trunkiine, and the actions of PEPL, that we would need to begin reducing deliveries
into the Kansas City Meuo Area. We furiher advised Western that Trunkhme hzc
indicated to us that their crews wouid be working on an emergency basis through the
night in an effort 10 solve their compressor problems and that Trunkline pelieved fui
service would be restored cuickly. In that regarc. KPOC was in communication witl
Trunkline throughout the night of January 17/'January 13, 1994, but with it
resolution of the cocmprasscer difficuizy.

Although we do rot believe the various agreerments require Us 10 €0 sO in ths
circumstances described above, 'we offered: {1) to make available 0 Westerr,
wellhead supplies that we had avsiiable that are attached to the pipeline system ¢
‘Milliams Natural Gas Company (™\Viiliams"); aré’or (2) to utilize suppiies and gz3
transportazion available to KPQC on Williams, anc 0 cdeiiver 10 Western Town Border
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Wes:iern Resources, Inc,
January 18, 1994
Page 3

Stations in the Williams market zcne area; andfor {3) to increase deliveries off the
Kansas Natural Pipeline system inzo the Wichita area; so that all nominations by
. Western could be met, at no increase in price abgve that price called forin the various
sales and/or transportation agreements. However, Western declined these offers of

KPQC.

Finaily, this correspondence is to aavise you that Trunkline has notified KPOC that it
wiil heror KPOC’s nomination commencing a1 8:00 o’clock A.M. January 19, 1894,

and a1l nominations of Western can de and will be met oy KPOC commencing at 8:00
o’'clcek A M. on January 19, 1994,

Please advise if you have any Guestions regarding these matters.

1071781838

Very truly yours,

/ :. L~ o
2
"t:é'.’—"""{ o '}1,,’/,’,'44

~
-

-Gary 'W. White

Sen':cr \lirmra avoslﬂaﬁ“

T irtr 4 et

Kanszs Pipeiine Operating Company
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Mr, James Ingram, Yice Prasideat
Gas Service

318 Xaxsas Avenue

Togexa, Xansas 86612

Dear Mr. Ing==: -

I extezd my sizcers apcicgy for the defay in cur respecse. i your letter of Jacuary 28,
1993. Cur orzanizatcn is =z 1 mian2 gemeat tzosiden which resuited in your lener 1o M,
Blackr tetnz routed irmgproperty. Upen proper reucrng of veur .e::er, we thought =y
vertal respense 10 Reb Gresa was in the Spirt of a repiy.

- have had aa cppermunity o visit with Rob Green- Sr5t over the phone the day of the

shutdzwn anc thea in cur menthiy Creraten Mestnz eid cn March 4, 1803, [ feal
contdent that the concerns relating 0 the “failure” of Jamuary 22 have besn addresced
wita veur Operatizg zmouz. Please afcw me this oppermunisy o trdaie vou as to te
srograss teing mace in maidng mediScazens 10 exdisirg delivery siasons.

On Jaguary 23, 1995, a *faill open® acmatcr was instzi!ed at our Xansas City termiral
delivery station (Fairfax KCx {) This regresected the resooval of the iast of the "fail close™
actuatcrs on cur moinline delivery stagcns with Westerz Resources. At this tme, all
redu:c..nt SCADA equipment has beex installed and is awaiticg programming and testing.
It is o understanding in railing with Jenn Tesfey that this project shouid be completed by
the end of Apcl.

Also, 25 2 raswit of zur meedng of Mareh 4, 23, X2CC +iil te evaiuadng e instafladzn
of a station bypass with a low pressure mcniter at all lecations that are not so equipped.
We are scheduled 1 discuss the resvits of Zis evaluaticn during cur Apnl Oceraticns
Mestnz ‘7th vour personnel.

EXMIEIT C23.2
rage 7 443
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Mr. James [ogam
Page T~o0
Marcz 21563

I would like t0 emchasize that any sadcn imterTupt Co marrer what the cause, -is takea
very sericusly dy ail X2OC starf  Tle jamuary 22 aidest was caused by constuctcon

-actaTes at the starien. A cendudr thar cennuned A Hive rarseter cakle was cut causgrz a

short, ttereby, it resuited in an RTU Silure. We =il coctrue to make zvery efor o
avoid azd eliminare fiiures of 2uy type. We are ccmmined o increasing the reliability of
all of our measureear acd related Sciides. [t is our imexnzcn (0 k2ep cur most vakued
customess abreast of cur acavices in t=is rezard.

Agzin clease accept my apology zr tNis late resgomse to your ccrecerns.  Sheuid
addideral informaticn be neipful. pisase fesl fres 10 cootact —e = amy uime.

Sincersiy,
[ (5=

Ron Burzetnt
Maznager, "'"c-'f'c Ogerz=cn

RBI.S.D

CC. Ret Green
I{a_‘s \’fe:—on
Gary White
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318 Kurses Avenug
Times W, I - TPeRs, Karsas otoi
f_ Fam Fhone 1) 7199
Tae Prencent
PrreucsTr. Transsasien ara 3tarage

Januarsy 23, 1393

Mr, Xirk 2lackio

Xansas Pigeilne Cgerazing C:zzpany
600 Ccmmerce Plaza

7300 wWest 110th Stree

Overland Park, xansas 56210

Dear Kirk

.o

We, agaln, wan: o stress to your ccmpany the
c:n:;:u--{ ¢i service to cur custemers. A malfznc:
resylts in an cutage cn your system raqguires a back

!
sepgliler

importance of
ien which
up from cther

19

on January 22, 1993, at approximately B8:15 a.am., your XC
Terainal staticon falled closed. This failure and cthers (e.q.
January 22, 1992), would have resulted in a lcss of gas service-
to our customers il another supplier’s station had not been there
reacdy to pick up the flow drcpped by your station.

Rob Green has, ln the past year, requested that fyour
F Y qu

statizcns ke equipped to eliaminate fail-clcsed type actuators and
ccntzols. Please provicde an update of your progress in this
Prcject I ctiler actisns taken td assure continuous gas supply.
Sincerely,
1
fa

cC: Hans Mertens
Rob Green

- eiS.33 sy 2 BAPT bk~ - Y ¥T7TITF

EXHlE'T a-Cp -~
Page 2 243




12y

RIVERSIDE PRESSURE DROP
JANTARY 15, L0 POL

TovE FLOWRATE 2048
(MCED)

.- - ‘-
._..Cr‘ ::‘.‘.-. -50-3
-4 -a g3 -y
B Sel 2Ll 643

15:00 20973 1485 -
16:2 :9 3 138.6
17:C0 2<3 1483

* Q.1 N -1 Q 1 o9
~3U ...,.?:..a 151
-Atr 12:00. Tom Delcit Sezaz surtog 2is seznizter and coomei 7eive Sack = servics,
-A2 1320, we begaz Tim=imz deiiverias ::::.c 2z Rivereide w0 acxiave 20.CCO0 MCED
serceize
- - -y — N -7 = —ne
-AL 12:313 werageived 2 lcw Zow a__ ef 02T N coihe#lmmar

Riverside. Total Zow was il atove 37,567,
-At 13:19, we reesived 2 low fow alar— oy Riversice with 2 towd Jow Zcw at 27,307
MCEFD.

-AL 13235 werecsived alow Zow alar= for e -,-“ hphhodi: be "5.3;2 MC‘.’“D

—— e el ] i e —

-
-t

ki s

-AL 12235 wersssied alew FiC of Qentte S22 . Slew wasaterzear 28
MCED.

-Ar 13:48, stadon Jow wezs 1o 0 and &dwremeam pressurs dropped Telow 150 2=g
‘0 is 'o:'- 3 U '

-Ar 13:54, flow resemmed on 22 £2 nm oo 3.5 in ¢ or acproxi=arsly 8,040 MCED.
<AL 135457, fiow on the $£2 moz mersased to 13,820,

-At 13:50, downsTzam pressure imersised taek (0 15035 TxD _
-AtL 13:36, flow mc:..::..cd 10 our Zow set ccizt Sear 20,000 \ICFT.'J : .
-At 14:08, the dait 'cg refecs a dowesoeam pressuss of 1643 gag
-At this point, we had reacked our fow se: point and cperaton had smbiiized.
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Zain shut down valve was set TS cpen. Ze then tTied T re-entar
the sat peint =2 cren zzain 20 §:€3 p.x:.. Thisz was unsucsessul.
SO The Canurzliler Zfispatgned 2 Fleid Tegznmician s I-70 ta czen
the zain shut Zown valve. )

.
+

while the Tleald Tachknician in rzuze, I-70 salss Stati:cn
.I.h'su N-nt.ﬂ

zain sauz cown valve was crened

3 -
|agsare °© 4.2 2

— - - -

- .
Mh — £ oo T mra— mimerrasg, T a

- - - - — —— — —— . -

approxizately 5:29 p.a. and

as
T
ering £flcwwat 5:37 o.3;.. I-70
er
cs

I-73 Sales Staticn star-ed regls .

Sales Station was kack in z2ll ¢ atizn at 2 gressuve of°S) osi
at €:43 z.3.. There was a oIzl 44 =inuTes o Q0 MCTD and 2
eszal ¢f 50 oinutes until f:zll creraticn. .

We then starcted lcoking Ior any pcssitle problens, and

Iy

fFaund it in the software. The digital outzut T gren the 3ain shut
down walve wag switsoked with ke digiszal cusTput T clcse

the main shut dewn valve. At 8:00 a.m. January 23, 18982 I
re-cracramed I-70 Sales Staticn and downlcaded the csrTect
progran that aftarmocn..

As a2 result =7 <his inzident, XICC tas zace 1L a practise
2 checking 2ll analcg inputzs, analog suzputs, digizal Iinputs,
and digizal cutputs Srcm the zaster RIT tc the slave RIU telll=
a swTatizn is rut in service.

EXHIBIT Co=.3
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BEFORE THE STATE CORPORATION CONMMISSION
OF THE STATE OF KANSAS

PETITIONZR.

NANSAS PIPELINE PARTNERSHIP, L2 AND
KANSAS NATURAL PARTNERSHIP, L2,

L N T I T

RESPONDENTI

COMPLAINT AND
REQUEST FOR EMERGENCY SHOW CAUSE ORDER

J B = Skt &

COMES NOW Western Rescurses, Inc. (Wesitern Reéscurces), and Fas iis Ceomglain:

tainst Xansas Fipeiine Parnership, L.P. (Xansas Pizeline) and Kansas Nanurai Parmershi
(Xansas Nzrural) (ecllectively referred to herein 2s Respendents). In suppers of its Cemplaint,
Wegtern Rascurses siates:
1. Western Resources’ exact name is Wesitern Rescurces, Inc. Westera Resources is 2
;:crpcra:icn crganized ang éxis:ing under the laws of the State of Kansas with its principal oce
located in Topeka. Kansas. Itis 2 public utiity engaged in the lecal distributicn of ratural gas in

the States of Kansas and Oklahoma, Western Resources is a major customer ¢f Respo_r:den_ts.

-y

. vqe . oA ard 1
Z. The names, titles, and mailing addresses of the persons who shouid be served with

P g—y g

cenwmunications conceming this Applicaticn and all future marters in this proceeding are:

-

James A. Maniin

Executive Director, Reguiazory and Rates
Western Resources, Inc.

P.0. Box 389, 818 Kansas Avence
Tcpeka, Kiansas €4501

{613) 575-6546

IXH!ZIT CCP-2
Fage17 of 40 )
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Marin § Sregrhan

Grenerx Ancrmey, Reguiaven
"Western Rascurses, Inc.

? 0 2cx 382 913 Kansas Avenue
Topexa Xansas 56601

(913) 3751986

3. Kansas Piceline Partnership, L.P. and Kansas Natural Partnersnip. L.P. are XKarsas

Ymited cartnersiups. Raspondents are inirasiaie sipelines reguiated tv injs Commission ang a-e

—

aimiizted with XansOk Partnership, which coniends that &t is 2n OWlahema intraszas

trastaza niveling ’ ang

Riversice Piceline. 2 FERC-regulated irterstate sipeiine. Respondents and their afliates are
commenly owned by Bishop Pipeline Company and other Emited partriers and operated by Kanszs

Piceiine Operzting Company (KPOC). For convenience, ihe pipelines owned by Bishop Pipeline

Company will be referred 1o coilectively as the "Sishep Creup.!

4 Y

2. Western Rescurses cumrently has several cormracts waith Raspendents under which &t

purchases fima gas and rznsporiation services. 7 additicn o the contracis berwveen Resgender:

ae

LT EHPRRES: 2 [0y & bmswea

and Wactern Rescurzes, Respendents 2iso have Smm commitments 10 (T2nsgont g2s over el

sysiems 1o other natural gas focal distritusion companies. Uren information and beilef, Westam

- e e

Rescurses siates tha: Respendents' total Srm ctiigation to transpers zas cver their systems is
approximately 142,600 to 146,000 MMBwu er day. Of Respondents' conmactual obligacess,
approximately 121,000 to 125,000 MMBtu per cay is recuired to be delivered by Kansas Pipeiine
to Orawa, Kansas and the Kansas City metrogolitan area. Upon information 2nd belief, Wesier
Rescur::s-sta:es tha the capacity of Kansas Pizeiine is approxdmarely 113,060 MMBru per €2

5. As a result of the negotiations for the ceniracts and amendments signed terween

Wesiern Rescurses 2nd Respondents in 1991, Wesiern Resources ctiained language wocs

Nl v 8 S

procesding at the FERC.

- X
-

EXMIBIT £25.2
ANCTUPLAN 2AM
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Weslern F4sc6sces has ratsed quesucns as ¢ XansCk's unsdigusnsi sonus 1o XansCk's pending m2:2




srowdes ifat servics under the iresments “shail at 2 umes nave shonty o nanura gas

. —arh e T e e = . . . e - ] .
InsgCned S¥ TIIAsgCMEr [Tr any Iiher ATy . " TRIS lanIuasS: was meant 1o oassurs (tas
- - -

aven If Kansas Pipeiine werz oversutsenmbed, Western Resourzas weuid have the highest creces

on its sysiem therepy decreasing the itkeithoed of curtaiiment. Eowever, Western Resources qow
understands that Xansas 2ipeiine’s :meements with cther L2C's signed afer 122 Ocober, 1354,
agresments contan language wiich s vuteally ideadcal to the atove quoted lfangeage,

On January 17 and 18, 1654, Kansas Pipeline was ucable 0 deliver to Kansas City Western
Rescurces neminated voiumes under its contracts. Accerding to XK20C, the reasen for Karnsas
Pipeline’s inability to deliver gas undar the centracts was comgressor oroblems which occurred on
she Trunkime Cas Company (Trondine) system, However, Western Rescurces was unas,s @
leamn cof any incident cn Trunkiine which led 1o cunziments of &rm service in January, (564,
Therefore, it appears to Western Rescurces that Bishep Group's transgortation on Trunkline was

- -

interruptitle. 320C mainzins that s fafiure to deliver gas was axcused — presumably because!

reiated 5c 21 interTuption $a 2n upsirzam sipeline. However, if, Western Resources is comresz that
Sishop Group had only interrugtitie wranspératon on Trunkline, the failure of deliveries woeld
not be excused since the use of intermpribie transportation to serve Western Resources would ot
be consistent with Kansas Pipeline's contractual anci regulatory obligations o serve as a public
utility.

6. Western Resources has ccniracts with Bishcp Group entities under which it is eatitied to
firm service of 89,668 MMBtu per day. Of that amount, 21,100 MMBuu per day is to be
deiivered 10 Wichita on Kansas Nanorai _ar.d the palance is 10 be delivered 10 Omawa, Kansas and

:he Kansas rorticn of the Xansas Clrv metrepoiitan area served by Wesiern Rescurces. K20C

LP¥ ]

A"CIMPL AN SAM Page15¢c’ s’
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om— LS LI - : =m e T, R -
w33 UITREC W siam ASSCUIes Wt 30,000 MDDt per €ay of 2 senvice 1T Kaneas City s
!
X
- .. cmmtenat maemsimam B - leail - Jmeom - - :
SUFPONAS TF 2 SORUIIT CeTATIN Aansas Jipeline and Una Scouria, 23 mmaning aSae of
P = s

Panhancle Eastem Pice Line Cempany (PEPL) and Trunidine. Upen mformazcn and peijef, &t

appears :0 Western Resources that the One Scurce gas is to be delivered to Truzkfine in Texas or

Loutsianz ang hauied by Tronkline 1o s intzreennection with PEPL 2r Tusesia Dlincis. Frem

that pcint, the gas would be tackhauled o the PEPLKansas Pipeline intersccnes in eastern
Kansas. It does nct zppear to Western Rescurcss that the transportaticn of that gas from Texas
or Lcuisiana to the PEPL/Trunkline interconnect is supperied by Grm transportaton
aTangements co Trurkine.

7. Westers Rescurces purchases gas and transponation serdces Som Kansas Pipeline for
resale 12 its tigh rricnity customers. Since residential customers use aprreximaely | MMBa cer
day during pericds of _:eﬁk need, Kansas Pireline's practices endanger service t2 29,060 to 30,000
high pricnity customers when their need o nanural gasis :::cﬁ crucial.

8. The overwheiming majcrty of the gas which is defiversd by Ransas Pizeline is moved
an the Dishcp Group sysiem through either of twa rcp.tes.: Que possibility is 0 move the gas
fom leased cagacity on TransOk (ot a Bishop Group affliate) to KansOk Partnership. (The
TransQk c2pzcicy is lirrﬁted by certract to 95,000 MMBru) After its delivery to XansOk, the gas
would then move on affiliated pigelines — KansOk, Riversice, and Kansas Narural - for delivery
to Kansas Pigeline. Alternatively, é:-.s can be delivered into Kansas Pipeline cirectly Som PEPL xt

the Kansas intercconect point.

-
-

A smail amcunt of welihend gas —~ approxsmately 52000 MO2m per day — Qn mcve on e \':u'.s:'_f-
Natural west leg 1o seppon Kansgs Pipeline delivenies. 'Wesiern P acources dees a0t know whether Xansas Pipelice
uses that seurss of 235 10 support its operations,

4 . ‘ RES
A LD PN SAM : EXHIET CCP-2 -
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[n Novemroer and Decamter, 1233 S5t Srm

UM 228 TInsponead ©n 1S SVSIem ANC cenversa

Cnm rmcaim in K ameas fr Amrges sy S~ L S 1 I S )

«O7 resdle 10 Nansas ioappeans DAt aZCO Tiled Wastern Rascurses for 32,443 MG n: —ar fae
. = . e .

27 I ocapacity on AansCk 82,843 MOk e Nansas O

< e D lemema Can emay T° - ~ . .
S it A% Tl e (1Y aold KB wrped - -
(el o tedle Dvdldad AL INOma <grazry,

83,668 on Kansas Nawral, and 62,568 MMBru on Kansas Pipeline.” Commencing in January

1564, XPOC reduced its arm Eiilings 1o "Western Rescurzes 10 48,663 MDMBiu ger fav of Srm

capacity on KansOk. However, KPOC cerniinued 1o bill Western Rescurces for 83,568 M3y

-

on Riversice (at the KansasOklahoma Eerden), 33,663 on Xansas Namumal. and 62,568 MMBtu

vr

on Karsas Piceiine. Additicraily, KPOC Gilled Western Rescurces for substandal ameusts of
interructicle serdce on KansOk. Whean 3= ransporaticn 1o other cusiomers is inciuded. K2OC

piited or at least 130,6C0 MOBor of Srm demand on Rverside and XNanmsas Newrai ®om

. ek o had

camagies
ee ws o & ade Yo -
-

Novemter. 1593 to present even though the frm service chiigaticn is suppered by Smn

-

on TransOk and KansOk of cnly 95,0600 MMBwm per day. A portion of the charges Stm

KansOk, Kanses Narueral, and Riverside 2a¢ inciuded in ne billings tc Westem Rasources wers

amourts passed through to Wesiern Rescurces as upsiream charges by Respendents.

Inabilir: to meet obligations

10. Kansas Pipeline's obligations to grovice service total approximareiy 121,C0C to 125,5C0
MDMBru per day. At the same time, however, it appears 1o Western Resources, upon informacon

and telief, that Kansas Pipeline's capacity is significantly less -- about 115,000 MMBtu per <zy.”

) KPOC has often not provided Western Resousses with suScient denail for it ic determize the nanre or
basis fer upstream charges inciuded in its billings. Western Rescurces has anempted o exervise auci Sz
provided under its agreements with Respordents with little sucsess to obtain this informadon. KPCC has
provented Western Resourcss frem ctuining acsess 10 necessary infcrmaucn.

¢ Wesiern Rescurcss has attemnpted f0 cbwir satsfactery irformaticn to address ils conesms apeut
Resperdents” abiiity 10 serve its peak day aesds. However, in response 1o a pair of Decsmber 19, 1994 fenerx,

KPOC provided no spesific informaticn. On Dessmber 17, 1994, Wegtern Rescurces faxed a &llew v lener

- smuswe

sesking specuic infermaucn and decumentaticn and has asked for a reepense 3 January €. 1995, (That lensr was

coenecusly dated Decomber 29._ 1993) Hewever, due 10 its sctmanual and reasonabic SSnisms atcut e
relisbility of Respondents’ scice, Wesiern Rescurces is filing Uus sompla:nt and request for 3 emergency siew
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1. DAS&C Intne anTaTAnt oversoosln

Kanzas Pizeiing’s cazaciny and XP0C's cafigal

2 . T - s - R . . .- . "
IETONSITIIR 5 AT 1T syoide racuired sercce, the Comumissicn should raouics Kansas Pimein
. : . d ':-'

. b M - - » - . . - -
10 ShOWw Cczlse on an emerzency pasis whv Waeern Raccurzes chovid not fa relsaced &

- —— —

~ TS 0N

-
R L

MMBru of its contrac: demand to alow Western Resources 10 obtain assured capacity ugon

WRICO I SAN TR IOT 2808 10 CUSITINGTS 1T NS UPCONUNE Winidr

Failurs to meer oblizations

- -

12. Under their ccnwmacts with Western Rescurces and their certificate obiizadons,
Resgeondents are reguired 10 provice frm. reiable z2s sugply and tansperadon services to

Western Rascurzes. Dasgite that raguirement, T appears that Respendents have not amranged fer

ebbmaeh, 4% A iatih aMAe —-—— e

. -
L SO, . SO0

A mrememmer oot e e
—d ha b wraarha mvamas e mmrm i Wt st b e ek el EySnied o T 'S.
h b ] Pl

% their commimment
13, As was indicaizd atove, 30,000 MOEw per doyv of Raspendenis’ delvery cbiigad
Westamn Rascurces in the Xansas Ciry merrcpeiitan area is sugg:oned by purchases of gas from
One Source. Uszen inftrmztion 2nd telied Western Resources states that the One Scurce gas is

M »  uu . .
- - i 'uo sy - o empga il v
-D fut 4 Ce..-l‘.. SL Mo AT N !

exzs or Louisiana and transpered on intermustdle coniracts to
the TrunklinePEPL interconrec: i Tuscola, ilineis. Frem Tuscoiz, PEPL weuld backhaul that
gas 10 Kansas Pipefine. Western Rescurces is currently being charged S120,0C0 per month to
reserve the One Scurce gas.

14. Since delivery of the 30.660 MMBuu ter day of One Scurce gas appears to depend upon
the use of interruptitie transper on Trunkline, its delivery is net assured. Respendents' fadure to
obtain firm transperiaticn for the One Scurce gas thersfore does not make up for the shor=2l in

— wAbWE WA

firm cagacity on KansOk.

sause Trsr, The leners seat by Wenern Bascyrcss and the resperse by KPCC ars anached.
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13 The Comumussion shoulr reieacs Wastern Rescurzes Som 30000 MDM\Bo

Cmrmren teh Al A meiremamre ‘ - - H 3 — i : e p—
SORITACILE COMmMmuTTents ¢ R2coandents o2 low Westars Rescurses oo =oain S— Tazaciv on
: g d 35 ST Sacacit

21 aiterna:

w

cipeline 10 assurs sec Cmzwa and the Kansas Cioy area at 102 lowesst reasonabie

cost for the upcoming winter.

[mcrover charses

16. Respendents nave assessed Orm capacity charges 2zainst Wesiern Rasources for
capacity which is nct supporzed by firm upsirearn cazacity and have charged Western Rescurces

for cagacisy on Xansas Nanurzi and Riversice which is related to the movement of the One Source

zas on Trunkline ané PEPL,

17, Resgendenis have zaise inciuded iz tnelr charfes 1o Western Rascurces upsiream charges
for interupubie cazacicy on their aSHate sineline ¥aneQk 2nd Smm demand on KansOxy,

Riversice, and Karsas Nazural 10 su uppern: dsfiveries by Kansas Pieline to Westemn Resourcss, It
zrpears, however, thar the contrzcrs under which such services are provided T Kansas Pipeline's
affiliates 70 it have not been Sled for aperevai with the Cemumission. Withous Zhing the upsreanm
charges with the Cemmission, R..s‘.cr.ce.“ s were nct authorized to pass hose charzes throwgh 1o
Western Resources.

18. The reascrableness of the arrangsments between Kansas Pipeline and its afiliates for
upstream transcorzztion has nct Been shoan.  Moreover, because of the way that service is
provided by Resgencents and tilled to Wesizm Rescurces. it appears that Respencernts also may
be double recoveri‘ng a porion of their fixed costs, In other words, Respendents appear to be
charginz Westem Rescurses for l:cth. ot ihe alter'*.' ative metheds {or ,.rcvc..... ervice when

meither ¢f those alternatives is capable ¢f meeting Western Raegurcas’ peax day raguirements.

seswiw e o s e
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‘1)

. traar 'ni“:'-.
srsmin mlbassw

- . s . L - -
ratings i Wesiam Rescusses.

WHEREFORE, Western Rescurces resgectiilv recuests thar thz Commission issue fs

Order: 1) requiring Respendents on an emergency Sasts (o show cause why Westemn Resources

sheuid ngt be reieased Tom IS CORITACTLE ITilgations 1o the axten: of 3C,2CG MOVBru per dzyv so

that Wesiern Rescurces can cttain Zilermate artangemants for the remaincer of the 1664.03

winter and future pededs covered by its exisinz contracs, I) requiring Respoadents 1o

demcnsate that they have the ability to meat (feir cility ceiigaze

ns {or the amount of tker

cerwzcnial ctligadens £om which Wastem Rascurses i not reieased, and 3) requirieg

. . . » 4 - . . . ang . N -w
Reszendents to demenstriz the proprety of their Sills and charzes to Western Resources and

- - 3 - * B . - - - . .
g et s caZym fmpemeg agpRipn com S S
requifing Respondents to refund anmy ZmIunls WRICD ire n@l suppemes Iy ITniTacls oeTaein

e

Westerz Resources and Resgencents and ammounts which are doutie recoveries of Responcents'
€OSis.

“ L
P = L A T L - Tl
Raspegiisily suonumed,

WESTERN RESCQURCES, INC.

DLAS

John K. Rosenfer
Executive Vice Presicdeur and General
Ccunsei
Magrin J. Bregman
General Amcrmey. Reguiztion
P.0. Box 38¢, §:8 Xansas Avente
Topeka, Kansas €86
“{513) 375-1986

(=
—

Dated. December 28, 1564
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Fchard H Tangeman, teing duly swormn upen his cath, depeses and says that he is
Assiszine Vice President. Gas Suzpiy, of Wastamn Rascurzes, Inc, Ferein; t5at be has read and is

J e . .. . . . . . -
Cmmmtiime et tmgy bnmgrrremr L amiicariamt ame that th g S Ar e amte Pl g e tere g Y dima oy | %
SR AT T w0 WOIECINE RO TUSSUCNR, T WAL IR AT LNerAn Y2 T2 0 e eest Ot s

‘ciewielze, infermaticn, and telief

Rickard H. Tangeman ¢
Assistant Vice President, GasSucoiy

SUBSCARBED AND SWORN 0 tefcre me this 22th day of Decexter, 1564

-

7441,,2’: /a/mj,—

PAMEL S MURRAY

VOTARY PUBLXC ' 4

STATE 2F KANSAS \/,_\.N ~ Pui
by Asct 222 .

My A-cciatment Expires: .

Marcz 2. 1996
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Mr. Wenga:! 2uon

Xansag Pizeiine Overaceg Comrany
3325 Lenexa Drive - Suite 4CC
Lemexa X35 88214

Re: Firm Service Reliabilicy
Zear &endeil:

[ i o r———— = H ————— - ame e : HYP - -’
ncer e zomozce nimmed ov 315....:: Crour ....._._:s z=d i cusicmend nciufing Wasmern Rasscurses.

—— s —

Bistco sipelines hawve e ctizaden ¢ zrovice Irm eltvenes in wxcess of 142,200 MMEw ser day o
Kansae Clzy znd Wickimm cn :-::'_'-c Zzy. We are a'vere Bishep Reids $3.2C0 MAEm: ter dav of S ':_::'...%.

¢ ansCk gipeiine wnica is i num sepperied Sy 2 liks 2mcunt of capacity on 1'1.50k u=der a capacky

+

lease. Howewsr, ‘we fave nct tes a.cle 10 determize whether the Bisicp pizelines fave any ciier S
LUDSIreAT T273CTY T SUDECH LIeir samumithen:s in exgsss of §35.0C0 VOB ver day. [o Ser iz Janwary,

——a

]
C-l Kansas Piceline fziied 1o dativer 2f ct 13 recuired maxmum Saily quantTes fTra acoroxcmatsiy a day

3

‘._ atae
.- e~ - — - - - - - . - -

imd 3 22 Circummsancss 2t thar Zme indicatsd o us thar Kansas Pigefina was amempting o serve e

zajance =7 cur reguirsmens ztove $ICCC MOVES 1 per dav with i:;::‘:"..c:::.: sersice cn Pﬂ—xﬂ-c_c Zasiez

_—— o —— . ok

Pive Line Company and Truncdne Cas Company. These 2GS Zve US (23sTh 10 Te fonesrmed afcut e

. v o

"‘"::‘.Cl""J' srimm Lansocn Tatcn on your siceiines """‘... e ""Cul_'.L".I winter.

. mea

{n tescimcny tefors the Xansas Corperaden Comimission in the ressat mare case, Xansas Pipelice and Xacsas
Narural indicated through testunicny of Mr, Langiey tha: ::..-. plpe.mcs nave in piace zil the frm gas sugchy
and frm ransgeraticn arrangements secessary 10 mest their maxkmum daily quantity ctiigadons this winter.
Civea cur past sxgerience, that statement is helpfidl, E-owcwe in light of our cve...c:i::g tesd for assursd
zervice. “ve reguirs documentztion and wrinen assurancss Som veu that the gipeiines wiil be acle o mest

4 g . tdnmay

sheir meay Z2av o '.:'.:z::cr:s uncer cur Sontracss.

\We view ihis as an issue of uTnest importancs and urgency. U e a:pc'x..cs arz unacie 10 provide Erm

serrce ‘wnen nesded thic ainter, we »ill have 10 cotain servics -.‘ron another cigeiine. if such senvice cance

tatman satw s e e

sttained, or zumall service ¢ scme of our susicrers dunng Fea k pericds. In the lamer =vent, Wesiem
Rescurces azuid sufsr 2 icss. 2s weuld cur h_s.c::c's. wnich weuld Te directly amstuinitie o the
SversutscmTuon of sagdaty by 3ishep pielines. We tersty request that Sishep deiiver documentaticn to

sr- Togexa generzi zificss. T close of Susiness Menday, Becamizer 15, 1§62, demonsiraning that Bisacy
= the zhilicy o mest i3 contracual ctiigasicns under cur cument gas suisty and ansgertaticn

ot !

1gre 13 I the event Bishcp is unatie 1o provide sadsfaciery evidence that the mipeiines have dmm

et nis




LY

STTICT IOy e s under Sur agremmenrs, Western Rescursss will be Treed o take secerr
TiTEs ic TETED aftmmative servics o emurs rafakie seTvics o cur custerers B e uTocming wirter, e
are required 12 M= ;uch actea. we will lcex 1o Bishep Xor amy appropnims memedy,

v e e

Singorzy,

// W
il & Shiase
Vice Pre=dent, C-:u Servics
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Mr, “Wencell Puch
Xazsas Pipedice Cperatng Ccc:'czx-.r
3325 L smmexa Drive - Suite 4C0

——— e ey

Lzmea, K5 :c214

Re: Cverspeed Coamact Yolumes

- .o .
- A -
AT W ENLCS

As wouw asi '-":!il_ cn December 22, 1562, "Wemem :?.-H'cu:"-s and numersus Bister CGrous comoaries

execuied an 1zzemenm thar the partes have r=farred 10 as the Cwverspess sectement ae=mem. Under oar

e

sement Western Rescurzss pad Bisnep 351,6835,0C0 in seciemment of cermzin . discuzes :-dABgS;-:CD

—I—-—--—M - n—n nce H!(ﬂn u--.f‘ a.( d';'[ :.".'..-S-CCT'—'!.:-.C o sc:—’-:c: .-.::: :: f‘-.cc NBB‘“ ..C" d-ao 1'-Cu --.v

I I L AL L ) - - - ..
+ o - . 2 T ]

curs aoGee rsegh Cacter i, (867

As 2 ’“"lt ol in reiizncs on. the represencazons and wamzoTas &n the Cverspesd azmesment Wasem

=i 2n s on.
- e - - - - L . P, - - —— Ny - -
Rzscurses has reduced its conimact Zdemand lzvel on Willams Nimergil Cas Company (WNG) v 2260

MMVED: ger 23y and is cwrenty recoveninz ne Cverspesd fayment Stm IS cusicrmers c...ICLg.". as
surchased zas acjustment clause.

Basezd cn ycur Jilure to provide peak suppiies in the past, as dewaiied in my cther lemer of this date, we ars
concermed thar the total of Bisheo Croup pireiine commitnents for servics in the Kansas City area exce=d

POPIC I
meQe n

piceiine deiivery capatiiices (:uc:ng intg acctum curTer pipelice capacity and inswalled compressic

e

norsescwer) Ty aprreximately €.000 VOvBae ser day. i that is corracy, Western Rascurces runs the risk ot
nct racsiAng 2ny of its entitlement uncder the Qvearspesd agresmen This r3ises geat concsm that Bishep

FI oF 1. 14

wiil net Te 2Zie o mest its conTacwal commitnent uncder e Oversgesd aeement.

We view this as an issue of utiost imporiancs and urgency. [: the ptce-r.."c: are unatle to prcwdc Erm
servics when nesded this winter, we wiil kave ro ctrain servics Som 2nother siceiine, if such servics can Te
1 the lamer avent Wegem

corained cr cumal service (o scme of cur cumsmers during geak serieds.
weuid sufer 3 less. as weould sur —ustomers, whnich would te Zirsctv amsbusabie o the

Rascurcs
cversuzsengiion of capacity Sy Bistcp pigeiines. 'We heretv regquess thar Sishep Zsiiver documentaticn 1o
T:opeka zenemi crhices. Y close of Susiness Mendaw, Decameer 15, {564, cemenstraing that ::ns.-.\.c

< 5, 1
has the abiity to mest its COrINaCIual ceiigaticns wnder e Cversgesd azresment.  In the event Bishes !

L] B o

E.‘H' T cc=.2

- - o
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zhie 10 provide sty evidence thar the FTrcEnes Ve I COMTICTS SUPTCTUNE DET 3ervics Under
‘¢ agresments. Wemerz Rescurcas will be foroes o 2KT Seceasary sters o cttxm aiteroarive sevics m
.Sure ceibie )eCs 0 CUr CUSICEES i e wrooming Wme, I we are requirsd 10 tiks weeh acicn. e
«il lecex w0 Sister Sor any apprerTiae reTecy. '

Sincere:

./ ‘ .
H . G -tl‘.sc:n .
"Jics Preddest, Cas Serncs

-
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Wesiorm Rascumes, In

o PN "

818 Xarsas Avezue, 4 Ficor
Topexa, Xaosas 66601

Nt —

Yours lemers catac Degember 15, 1654 were toosived and '::.a'-'c e rorieved. Inviewof
e copmaemal amangemonts oar Dave existed Joroseverai years Terwesn cur S—e, sod
C"‘LS::"":-; --‘__: 1:':-2_1 coantax: o -n e.\fa--m cf ynL_ “-:—_::_-_ J c::c___' f arm qnw-

surprised il e amitude tatis expresssd Itis semesath= '-"".-_g tar veu select this
Fa=cuiar coint iz Sme oo rmise the {ssie while speming ia izsers SOtk reoont informesier
Frowided o AestzmT 2md e very 2ayiabic Tack reoord i we fave :sz:ua:.cd in seoTiy
and Txosperaticn somvicss 0 Westsmm.  Inm furthes assessizg the sin ....::cu, “sve mads
zartewlar note of seveal points o you mav met ave Desz provided T other sriovees
ol Weswern Resouzeas, e, (Westem).

1} The amremt maxdmum delivery volume ccligater tmdexr our sontracts with
Westera is 39,563 MOMBoyd WResimz's Tansperacen perdea cof s
voluzme is 10,530 MvEBiw/d into Wichiza and 13,734 VOMEnd o te
Kazmsas pcr..cr: of e Xazsas City mesopolitez zza. Xamsas Namal's
sales otiigaZern w0 Westerz is 10,700 MOVEowd inio Wickua and Xanmsas
?:;:c.....cs sales colizadeon 9 Western is 28,784 MAAnrd oo the {ansms
pordon of the Xarsas City mezopolitan arsa. In addizfon o these
velumes, 6,0C0 MMBurd cof addivoral cendifena Taospor=ion is
avaiiable 10 Westem,

2} Your SQimrzenis 18 0 Kacsas Pipeline's f2fiurs 1o daliver maximue Saily
quactides (MTQ) iz fazuary, or af any othey dme sizes incspUon of these
cSnTALs, 2t oot consistent with the facma] reeord, which was srovids< ic
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Mr, Wendeil Punttan
Xansas Pipeiine Cremong Comeoany
328 1 z2nexa Dnve, Suite <50

e rmy oy

Lamexa X8 £2214
2= Cverspesd and 7im Conmacs Rediaktiiny [ssees

Dear Wenceil:

|

wy Decemter 13, 1554 letters on the 2teve iepics. Despite veur swaied coresns 1o the comrary,

3
! can 2ssure wou 1Nat Ny lester was Dased on ail avatiatie informacden 1nd refecis Qe acirmaly
ine nisiory of tie cealings Terwesn cur r o companies. [ our view, vour lemer Sled o rasoend

aceguaisly O Cur leznmare concsrns aScut the refiabiiity of servics for the uscoming winrer,

-
-

By your .ewer of Decemiter 15, 1594, you purperted e repiy 1o the conesms cutlired in

In your lenter, veu suated that Kansas Pizeline “has never failed o mest its peak day
obiigaticn 10 Western Rescurces. Thatis not the case. The fact is that on Jasuary 17 and 1S,
1594, Xansas Pipeilne was unatie to provicde Western Resourcss its sominazed voiurmes under its
conwzas with varicus Bishep Group entities. According to KPOC, :2e reasen for its inabiiiy 20
deliver gas under the soniracts was compresser pretlems which ceowred on e Truckline Gas
Cormrany sysiem.  Sincs we have teen unzdie to leam of any inciden: on Trunkiine whick led to
cumziiments cf {irm service in Janvary, 1554, we have conciuced thar your sendce on Trurnkiice
was intertupthie. The use of intemmuptidie upsweam wansporzationt 1o suppen Sro deliveries is
oot consisient with geed crenting praczcs or industy standards, We are concersed 2tout
wiiether you ars using interrupdtie pipeiine service to support deliveries under your frm contracts
with us.

You indicated in response to cur reiiakility concerns that Kansas Pipelize now has
cerained 30,00 MMBru per day of Srm gzs Tom One Source “on Panhardle Eastern Pipe Lize
for cn-caill delivery (0 Xansas Pipefine.” “While this has besn discussed with us. we Rave zever
sesn the agreaments with One Scurce and hzve insuScient informaricn o 2ilew us to concluds
that Zefivery of One Scurcs 3as is any more 2ssured than the suppiies which were cisrupted last
Januarv. We are also concerned about the fack of evidencs thar you have cbiained Srx
rranspermation o assure that the One Scures gas will be defivered 1o Kansas Pipeline whena needed
10 serve frm leads.

. - H s ey ¢ Tame emenitas ya - L * H L
Of pamicuiar soncem oC s, and lefl c2tally unaddressed Dy your emer, is the atperent
- - - . a

oversussenigtion of Bisiep Group Aciiizies. “As [indicatad in my eariier lewer, it appears to

EXHEIT CCR.2
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Western Rescurcss nar Sishcp's Ssivery ctiigadcns =xc=ad it Srm mracs. Net ckuding yoor R

s

mave Celvery ceouganens in axasss SU 115,000 MO B per day in the Kansas City arex. Tre

ctlizacens uncer e Overzgesd Azresment. Xansas Dizeiine and Riversice Poeiine anpear o :

Cwerspes< voiumes merease tese ctiigadions ©n seak Zav 1o an ameunt in =xz==s of 120.0C0

i S— A ekl e

MMBze ltis zot 2o ail clzar ioous thar veur faetiZes can srovide Zefiverv of ail e veitmas tha

—— v —

Siskep CGreoun is conractinily coligazed to defiver,

As you xow, reiiadilicy has always been 1 very imrorant ceasideraricn in cur dealings
with Bisocp. Taerefore, e conmacss sured thae service under the'agresmenrs "shail ar ail tres
Zave CriGLTY 10 natural 23s tansperied by Transcerer for any oter zarty . . . .° Tiis langrage
wouid assurs Tt even if yCu were cversubscrited, Vestzm Rascurces wewld bave the Hghes
CriontyY on your svsiem inereSy decrzasing the likelinced of curtatlment. However, we now
uzderstand that Bishep agresments with other LDCs signed atter cur Ocicter, 1591, agreemens
comtain language which is virually identcal to the quoted language. Consequertly, we are
uncsTzrin atout ihe pricnty of cur service on your systexms. =

In crder fcr us o adeguately svaluate the refiability of cur services Zo= Sishop Group ST

zipelizes for the vpcoming winter, we will need the feilowing informaden:

-

i, Pipefine cazacity Zr 2ach pigefine fom tie Kansas'Oklakoma border 1o Master

Cas™ and Zom "Master Cas” 1o Kansas Ciny. Provide supperszsg decumentaten
anc engnesnng swucies,

2. Copies of all ci-system gas purchase comracss which suppert deliveries of gas
to "Master Cas" {Tr resale in the Kansas City area

3. Cocries cf 2l qumently effacdve firm vansperaden agreements {or upsgeam
tanspermation 2¢ siorage service (inciucding caracity jease zgTeememts and
scascral exchangs zrangements) which suppen deflveries of z2s (beth sales and T
wransgertasion) i the Kansas Clry arsa _

Copies of ail contraces wiich ctiigate Bishep Greup pigeiines o grovide Zm Te

rransgerzation ¢ the Kansas City ares. These contracts may Ce recacted to
eliminate custemer idemiScaticns and other preprietary infcrmaton st reievant
to your delivery. capaktiiity. :
As stated in my earfier lerters, we view these items as issues of utmost importacce and
urgency. We hereby recuest thar Bishop deliver decumentation to our Togeka general offices, by
close of business Fricay, January 6, 1995, demonsadng :hat Bishop has the 2bility to mest it
conoactual ctiigations under cur ageements. Under the Niche agrssments erween Wesiem -
Rescurzes and Biskce. Bishep has ihe celigation to deliver 83,663 MMBiw per day to Western
Resources. During pericds of peak demand, Bishop's deiivery otiigascr is incrsased by 6,000
MBSy the terms of the Overspesd Agreement.




= _uwmmnmmmwmu A
maﬁ:dr. Thmda&&nwby&smomdﬁmmdmuxm '
woaid be caremely severs md prescors 3 ok winca 33

¢ — .

of 2 ExTpresentation of T CIpRoNTtey

ansccepatiz o Western Resoaeey.

.2,._

asdee peman =, .

——
ot

:.-; '—.ﬁ:-.x’.L—""-j-

- S -
.a A .
- agp -
b R . . e, TF0 —s
- .. . R .
. B

EXHISIT CC=.2
Pase 34 of 2%




B 1
TO: 3ill Eecwn, Bill Eliascn o e Gas
3 s a
v v
FROM:  Sick Tangeman, 912-375-1610 SCIVICE
Gas Sucgly, 4th F cer-GG o
INTERNAL

CCRRESPCHNCENCE
DATE: Oecember 13, 1984

SUBJECT: KPCC Cacacity Cercems

cC:

Al the meeting this aftemccn, concern was expressed atcut the secunty of the 6.000
mmctu/d overspeed capacity being avaiiable during exzeme icad conditens. | aiso have a
cencem ateut the availability of the ctal purcnase and rznsecr: veiume ceing available during
exwveme lcad conciticns. The fellewing is a breakdcwn ¢f the caoacity en the KPOC pipelines

—— — g,

&s incicaied by infcrmatcn fited in =i cases at ;e KCC zng FEXC.

Siraiing S:acaf-i‘*f WR_Areynt MEE Amcyunt
{mmeiid) {mmcu/g) - {mmecwid)

KANSCK 95,000 48,688 46,232

KFP-Zcne 1 130.C2C0 £2.628 46,332

{was KNP}

KFE8.Zcne 2 : 108.SC0 €2.368 46,332

RIVERSIDE 130.CC0 23.6cd 46,332

The above capacity figures do nct ccntain the 6,6C0 mmew/d of cversceed capacity, nor
- does it contain capacity for others such as United Cities. The difference tetween the KANSOK
capacity and the KPP-Zone 1 capacity is the original KPF ccntract purchase of 35,000
mmecnid. This purchase was originally served with firn capacity off of PEFL. Curing the failure
to meet requested volumes last winter, | got the impression that it was teing served with IT
capacity on FEPL and Trunkline, i.2.. forward haul cn Trunkiine to Tuscsla and backhaul on
FEPL fom Tusccla to KFOC's Master Gas interccnnes:. There may have been scme IT
forward haul on PEPL from Haven to Master Gas aisc. | don't telieve there is enougn gas
availatle on the Zone 1 pipe to serve the 35.000 mmobw/d demand and | guesticn if the lines
have encugh capacity even if gas was availatie. Thereicre, some comtination of PEPL IT
capacity is probably planned for this winter also. '

If, as a pan cf a settiement, we csuld ctiain the west leg ¢f the Zzre | pipeline and
eliminate the sales and transcort o Wichita by KPOC. e 21,1C0 mmetu/d of capacity wauld
te eiiminated frcm ine Zene 1 cacacity and the KANSTK cacacity. That weuld allew an equal
amourit cf the onginal 35,000 mmetu/a to be csmeda as {irm on KANSCK, with cnly 13,500
mmeturd to be camied on IT. The Main Systerm has e capatility cf celivering the 21,100




mmes? 10 'Wichita and the 13.20C mmzuid of the remaining XKC area purcnase. 7re 8" lire
from Scivey ¢ Wichita shcuid e zcle 2 camy atcut 25.2€0 - 3C.200 mmetuid. The awo 6°
ines fTm McFherscn should have a cazzaoty of abeut 10.3CC - 15.0C0 mmetu/d ezcn. if the
detivery of thus 35.CCO mmicwya was ciise{ oy the eiiminadcn cf the Sysiem Transier vciumes.
the overall LZC icag cn the Main Sysiem would remain atcut e same. With he migher
cperzning pressures excecied with the Market Center. Jellvenes cculd possibly te made
without additicnal cempression. The west lines shouid tie into the Zone 1 remaining pipeline
' scmewrere near Thrail, so that the 13,SC0 mmbtu/d of gas delivered frem the Main System
could be redeiivered to the KC area. ' .

With this arrangement KFOC would retain a full demand cn KANSOK and onty iccse the
21,100 mmbtu/d haul on Zcne 1. Assuming the KCC -would acpreve any setttement and allew
WR tc recover additional ccsts in rates, this would also be a way fcr WR to retain a pordcn of
the Sysiem Transfer revenues | exgect (¢ icose in the near future {est. 2.9 bcf annually vs 6.9
ccf currently). The KT area CusiCimers wilid ai50 nave a mulh WCle reuatie 3curce of supphy

aprpatf o
instesc of the iT which | telieve is cumrenty used by KFCC.

EXHIS!T CCP-2
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January 6, 1595

Sent Via Facsintile
(913) 575-6405

Mz WVilliam G Ziiaecn
Wice Presdeny, Cas Service
Wesiern Resourses. Izc.
?.C. Box 839
Tegska, Kansas ¢¢6C1
Re:  Rasrorse ¢ Your Lenar of Jesember 26, 1594

Des- 3ill:

In ihe 2bsence of Wendel Putmez {0 whem wowx lemier of December 29, 1604
was addressed), I am resperding iically 0 your iast cerespezdence. While my letter is
not iztended te fuily set forth oz pesidon, the Company is evzivating to whom resporses
should be forwerded. This is mecessary since you chose to ile a complaint with th
Ka=sas Corporation’ Commissicn prior 10 Jam...:y 6, 1995, e dare upon which you
recuested a response. In any event, certain informadon you have r:qt.cstcd is contdental
and propriezzy in narwrs. To my knowledge, no contractual provision requires 2 sharing
of “xat infermaton. If you are willing to execute a confideatiality agresment relating to

eay further information provided, it will 2ssist a'::_Compzr.y's avaiuerioz of o whor 0
n:s*ond. Please advise if such ap agreement is acceptable to yeu

Finally, while a:t:mpﬁa.a responses will again be providcd 10 vou andior the
KCC, it is cur position thar the besis of your resent letters and complaint are unfounded,
W again want to assure you of our physical and contracnal atilifes to meet 21l of our

ctcigators. The volumes of gas ccl.wc:::d in recent days is cepested proof of cur ability
10 serfor= -

EX+:SIT CCPR.2
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Me. William G. =iason
Japuary 6, 1995

Page Two
I leok forward e weddrez with vou in the future.
Sincerely,

Dniid ) i

David J. Davis, P.E.
Vice Presidext, Operaticns

DID/sw

EXHIBIT CCP-2
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T2 3en 329
Richara H. Tarzeman 123 Karsas Avenue
LT FODTEA. Manass weoil
fsaoiini - oL taltenl , Cy e Tlope 9%y TTotann
S i january 12, 1595 Fan (N2 R

Sent Via Facsimile and Regular Mail
(913) 599-2573

Mr. Tzvd 1. Davis

Vice Prasident, Operauors

Karsas 2ipeline Operaung Company
. 32¢ ~enexa Drive. Suite 400

Lanexs Xapsas 66214

RE: Overspeed and Firm Contract Refiabiiity Issues

Dear M- Dawis:

. s respends o vour iesier of January 6, 1965 on the above mazer. Bill Sason is out of
the cZce (s week. [ am writing in crder o expedize our response o vou. We contnue to
reguire information that wouid provide us the assurance that the Bishcp pipeiines have both
transmission capacity and gas succiy that will allow them to meer their contractual and udlity
obiizazens to Western Rescurces ca pezk day. Such information is 2ssential 1o us.so that we can
12x2 nizzs i nesded 1o Qifill cur 2hiizations jo cur customers.
srovide 2 surScient raspense

v Semonsoaies thar we werz

Ve tled cur complaint a: :::: KCC Zue 0 KPOC's faiiure :¢
in iz zmer of December i9, 19628 Your fanuary 6, 1595 leter simg
Sorect 1o expect t that no informaticn wouid be forthcor':znz in a umely manner withcut resort to
el :\C- semepiaint procedurss. W2 are wiiling, however, 10 'work »ith you tc rescive this maner
withcut dcgation.

in an effort to resolve refiability issues, Western Resources is wﬁling to sign a
contcexiiality agreement related i any informaticn which KPOC provides as you have
sugges:ed. To that end, [ have included z signed conﬁdentialiry agresment with this lecter. If you
il zrovide the information requested in my earfier lerter, we will, upen receipt of all responsive
mazerzs. Sie a pieading with the XCC asking it to suspend for 10 days its investigacon of our
campiznt SonCeming your ability ¢ meet vour firm service otligations (o Western Resources. If
the :a::ﬂals satisfy us and the StaiT that Bishop can meet its obligaticns to Western Resources.
we .. mmediately file a dismissal of chat portion of i its complaint that relates to the reliability of
Bistco s service to Western Rescurces.

The material that we nes< :o meet cur refiatility concerns is as Tilows:

Pipeiine capacity for 22:h pipeline from the KansaswrOklakema berder 10 "Master Cas*
and from “Master Cas’ 12 Nansas Ciry. Provide supperning dceumentazicn and
engineering studies.
SAHIEIT C2P-2
Feoe 32 of 40




L - - - s
Tan bt . rdrld

--u—--q-f .

)

age

;J

Vad

PR I

Copies of ail eE-system s rurchase contacts which supren Jeliveries of z3s w0
“Masier Cas” for resaie in the Kansas Cigy aren.

Copies o ail currenddy erfecsn ¢ I oansporation agresments for uosTan

e A e gm el e Sevm o ¢ eyl S —_ v -
jogn bpin ot o ginbag o3 i bedodiirrd ot — e " e viitereiadds m ek dles f L0aS2 IS OIS AOC REISCNE
. * - - L -

axchange arangements) which sugport deitveries of zas (beta sales acd
Tapsperasen) ic the Kansas Ty area

Capies of il cooacts thar ctigate Bishop Group pipelines 0 provide Arm
Tanseeramon (o the Xansas Clry area. XPOC may redac: these coomaess *¢ sliminaze
sustomer iCentifeaticns and citer Sroprietary irdcrmadon ACt reievant 1Q your '
delivery capanility.

[FX20C dees not provide tias inftrmanon inrormaily, we can ottain it through discovery
i ke coroiamt case.

Very muiy veurs,

bec: willizm 3rown
3ill Fliason
Marry 3regman
Sehn Rosanserg
Jiz Mareiz

EXHIZIT CCP-2
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DATE:  February 22, 183t ’

INTERNAL

' * CORRESFONDENCE
SUBJECT: Kansas Pipelina etal. Proposals

CC:

First, | find Pulman’s February 14, 1991, letter very confusing in that the conlract outline does not
match most of ths contract drafis that he presented.

For exemple:

outine cantract ‘ comment

#3 KNP 8 NM/D KPP 8.4 MWD KNP vs, KPP?

#4 KPP 2 MM/ not attached

#5 MKP 20 MMD MKP 242 MAM/D 20v.s. 84
or KPP 21.1 MWD MKP v.s. KPP?
of KNP 21,1 MM/D MxP v.8. KNP?

#6 KPP 5 MMD . not ettached

#7 KNP 5 MVMD not aftached

#8 RPCLP 842 MM/O Tpart 84.2 MM/P atiached

Sacond, | sae no need {0 rush these negotiations and executs contracts by the ridiculous date

of February 20, 1891! :in fact, as | will comment telow, there are many good reasons to go slow
and in some cases, not go at all.

Third, we need 1o know why this consortium chooses fo contract as KPP in one casa and as

KNP in another and as MKP in yet anotherl How does that relate to supply integrity and
sourcing? '

Fourth, two contracts provide for purchase volumes to go 10 Wichita~29.5 MM/D as eary as
11/1/91 and 21.1 MM/O to begin 1/1/93 (2.555 Bc! and 1.825 Bct annually). Wichia cuntently
absorbs KPU's main syslem gas thal is excess 1o the main system. | befieve KPC's proposal
would push out KPL's gas and not necessarity WWNG's gas as would bs the apparent intant. This
ts crilical 2nd needs 1o be thoroughly explored and planty of *cushion” needs to exisi to protect
KPL's own Wichita market. Also, WNG is shipping KPL's gas for 18¢, KPC should be requlred

EXHIBIT CCP-3
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12 ¢harge no mere than 188, 7o do ciharwise would e unacsacmical. | had explorad this with
t-em savecal times and 24¢ was as low as they wauld go!
Fah, why sign conltrasis new that den't stant enlil January, 19330 This preempts KPU's atity to
(crrulste and negotiate a new faxible arrangement with WNG (or cur future busingss
re'ationship. KPC is Lying to lie up KPL and epparantly KPC must beliave they have firs fnight
to KPL's market.

Sixth, our cenversicn rights for November 1, 1691, is 6%. f thatis all atscrbad as conversion
{transport over WNG), that represents 21.4 MM/D and our Mesa contract already commits 15
MWD of that 21.4 MM/D which leaves €.4 MM/O, which il used as a reduction instead of
conversicn is worth 27 MM/D that could Be assigned 1o somzzne ke KPC, The proposal fom
KPC of 29.5 MM/D lor Wichita, plus 4.2 MAYD for Crawa adds tc a total of 33.7 MM/D with total

anaual volume- of 2.920 BCF, This exceeds the 27 MAM/D and 2.340 BCF levels that would be
allowed.

This, of course, aiso leaves no room o bring our new Oxy and Amoca contracis ‘into the folg"
as a permanent conversicn. It leaves them out in the *cold" and relegates them to conlinue as
zninterruplible servics. I would notthink that feaving the Amecs and Cxy cantract arrangaments
as interruptivle is prudent of in the spirt of those ceniract s2° .zments.

The detailed calculations are as {clisws;

LS x 130, 21.4 MWD
385 -15.0 Mesa

6.4 MM/D [365) , 1.8% left
130

1.8% of 1500 = 27 MM/D pazk

130 000 _ 356.2/1500 = 23.75% L.F.
355

27 x 385 x 2375 = annual allowable = 2.343 BCF

Seventh, why are some of KPC's proposals termlnating in 2003 and some in 20047 ... (not a
major point) '

Eight, the 35 MM/D Kansas City, Kansas contract is 1o be revised and exlended, Additionally,
KPC proposes another 21.1 MMD for Kansas Chy, Kansas, There are times now when il is
ditficult to absorb the existing contract in Kansas Chly, Kansas, and {0 incresse this volume will
make it even more difficull Of course, KPC's objective is to get WNG completely out of Kansas
City. They don't care that some room for another supplier should exist for KPL foc flex and
reliability purposes. The operating pecple will find it harder and harder to serve Kansas Cily,
Kansas with some WNG gas-the WNG volumes will & 100 small for good ¢r-eration. We have
reached the revarse argument that sponsored KPC In 2 first place ~ diversity of supply. KPC's

2
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preposal pushas WHG cot sl centain key and critica. <elivary poinls that sorva a large distritutcn
network. Severs! Celivery points are needed 1C Serve a network as farge as Kansas Cily ang KPC
is tying to fcrce their ¢235 into this network 8! €y tao peints when the system needs cas
flowing 2! 6 to 7 peints simutanaously. W KFC hed supply at all of WNG and PEPL T8s, then |
might werk -- bul they c2a'l

Ninth, we just finished ex2culing a conlract wilh Panizandia that converied one-ha¥f of tha Kansas
load lo firm transport back 2d by a good Phillips sugrly contract. Osawalomie and Paola are part
of that lcad. To give that ioad 1o KPC now weuld b2 o thwar the current Supply airangements
which will create contract difficulties.

Ten, the folicwing comments deal specifically with tha propcsed conlract language.

Amendment to Auqust 8, 1988 KPC LP. cortract which provides 35 MM/D to Kansas City,
Kangas.

. Old 3.1 provides term to 1/1/83 and one year jollovers.
Amended 3.1 prevides Ccteber 31, 2005 term and five year rollovers.

\Why is it necessary (o have a larm this long (12 yeais)? Al of our contracts are {or five years,
even our WNG relationship. This gives KPL fexibiitty, and #t is clear KPC wants to control and
Lmit XPL's fiexitility. Cnly the Amoco and Oxy centacts have long lerms and we got a big
disccunl for that! This 12-year ferm and S-year roilzver do2s not seem prudent to me.

. Cld 4.1 - Selfer's M 3R and Exhibit A is previcsd,
New 4.1 - Exhibit A is remaved - hew Putman deas not have 1o show KPL his supply or
transport contracts. | think KPL needs to have the right to see the integrity of the sugply
arrargements it is cepanding upon! WNG gznerally shares this kind of data with us but
Puiman has always tean secretive. Thls cozs not s2am prudeant 1o blindly depend upon
Putman's group.

. Old 5.2 - Price = cost + fixed margin of 45 of KPC's COS rate cetermined from trve
cests by KCC - but such rates canndl excees WNG's FR-B {2) rate - 15¢.
MNew 52 - They have removed the WNG cap! They have added the obfigation for KPL
{o pay gathering and transport costs with noimit so he could arange the most expsensive

gas that's oul there and KPL must pay. This is luthcrous. This would be imprudent on
KPL {0 agree,

. Old 8.1 - WNG month statement on approximatalyﬁ'te §th, pay in 10 days; KPC sends
maasurement recerd to KPL sach month.
New 6.1 - minar changes - okay.
. Old/New 6.3 - invcice addresses - okay.

e  Old 81 -35MM/D and 3.033 Belr.

+ .3 additional grandiather.
3.3333 total
KPL market controta.
3
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New 8.1 - Ckay 0 refer (0 14.2 but KPL needs right to refer 10 what KPL's market wit
accept! This language needs to be put bazk in.

. Old 8.2 vs. New 8.2 - Buyer shall give as much prior rotice to Seller *as ths
circumstances p2rmul” Saltre schaduling MDQ (35 MMWD). This Is too vague and KPL
has the right and "2 ne2ds o get s 35 MM/D rate whenever i needs i!

“The remadies reciz2d in th!s aumbered paragraph shall te the exclusive remedies

available to Buyer urler the circumstances cited above.* KPL is fimiting ils liability in the
event it fails to perictm.

Again, KPC is reducing the't respensibility by adding language on p. 5 {Mailure . , . facifilies].

This would allow Phenix to transport KPC's gas and have freeze ups - their line carios more

liquid and water vapor than most other major pipelines, and this increases our risk of interruption
in mid-winter when we need . Also, it KPC fails on WNG's paak, WNG has the right to penalize
KeL!

f weuld be timprucent for KPL to let KPC put KPL in this risk posture!

. QOld 8.9 - no TCP.

New 8.9 - puts KPC volumes ahead of WNG volumes and ahead of zll of KPL's cther
contract vciumss oM Amesa, Oxy, Motil, elc., ete.

This is an unreasonatls kzck hal KPC has asked for! It would be imprudent for KPL to give

KPC this exclusive first rignt.

. Old 14.1 - 3 year lcad profie.
New 14.1 - revisicn is ckay.

. New 8.10 - KPL vl celiver KPC's gas to Industrials in Wyandotie Counly, Also st ths
election of KPC ihey can camand that KPL daiiver 10 Industial’s or for KPC's supply at
Riverside intercenrsc end deem it to mest this argument or KPC's Indusinals
agreements. 39 it Kansas Ciiy, Kansas can'l absorb the gas - i €an go to KPL's monthly

lcad. (How doas Krl's Riverside
- this added 8.10 paragraph is okay.
The following comments rzlate to the proposed amendment of the Januvary 15, 193 conlract.
L) Revised 2.1 - ckay.
. Revised 3.1 - term is to0 2005 - L think this is imprudent to have this lcng of a commitment.
The WNG contract and KPL's other regular agreements are not this long. Only where we
gel a discount (Oxy and Amoco) does KPL have a {erm cver five years.

. Revised 5.2 - same price laaguage as the amendad KPC cenlract - | feel these price
revisions are imprudent 2s t noled on the KPC centract.

EXHIBIT CCP-3
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. $.3 - This is KFL's price protecion fid that KFC is so eager 10 eliminate which would likalv
exposa KFL lo subsiantial costs veell beyond other more eccnemiz allernatives. ’

. 6.1 - oxay.

. 6.3 - ckay.

. 8.1 - ckay.

. 8.2 - prior nalice “es circumstances permit® - vagus - [ have the same comments as the
KPC contract. KPLis paylng for the right to demand peak service anytime - just ke our
VING & PEPL ssrvice. The problem is as usual, KPC wants a brezk on its gerdormanca
requirameant.

. 8.3 and 8.4 - sama comments as KPC contract.

. -8.7 - probably okay.

. 8.11 - first prionty a5 KPL's supplier is ridicuisus - | have the same comment es on KPC
coniracl.

] 8,12 - ckay.

. 14.1 - ckay.

General comments corcerning comract format:

. For generzl reference, | have numtered the contracts 1 through S.
. The five centracts ara vary simiiar e~ moest of the languzg2 is Identical.

. Ceritact #1 {KNP 33.7 MM/D)

. typo on p. 4: 33,500 sheuld te 33,700

- typo on p. 5: 33,500 should te 33,700

- page 6. ‘or civil disturbances; .. whichever is less, Seller shall ke
obiigated to immediately ..." (shouid be revised to read (ke the other
contracts for censistency).

- page 6, four lines from bottem - the word "guaranteed” was omitied.

- page 8, paragraph 8.13 shculd be revised to read like confract #2 for
consistency.

. Contract #2 (KPP 8.400 MM/D)
- mzks peregraph 8.13 in Ceonract #1 read ke this paragraph 8.13 in
Contract #2. :

. Contract #3 (MKP @ 84,200 MI/D)
. acd words “fcr Buyer' on pe3e 2, paragraph 4.1, fine 5, afler LP,
- page 5, line 8, typo 84000 thould be 84,200, :

3
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Contract #2 (KPP @ 21,100 MAVD)

. page 2. twa hnes from tobiom - line should read ‘emount up 10 the
maximum s2las MarQin rate authorized for Kensas Pipeline ..*

. page 5, lin2 4 typa, 21,100C0 shouid be 21,100,

rage 8, lastlire shculd read, "ane such dalivaries shall be dsemed (o have
teen mace in'thw Stale of Kansas, and vice"...

Contract #S (KNP @ 21,100 M!i/D)
- no typo or lormat comments.

Ccriract shoricomings or unreasonable positions:

Centract (#1 - #9)

Term - 2003 of 2004 wi5 year rcliovers
. Thiis is too long a terrn and hurts KPL's flexibility.
- 5-year rolovers is also an unreasonable hock which thwarts KPL's

fexivility and options. R is obvious KPC is atempting 1o “tie up® KPL and
contrel KPL's ecenomic options.

Delivery Peints - tha exisling Wichita load will have dificulty in supporting this
contraci winiig at the same ime aliowing reem for KPL's existing KGS contract and
the WNG discount transpert contract which meves 12-16 BCFAyr. ¢of KPL's own
gas intd {he Yichiia markel This interference should not te permitted. i would
beimprucant lo seiup anciher supplier that forces KFL's own gas out of Wichita,
This ceuid cause maicr take or pay preblems with our Mesa contract and our
Barber County producticn through KGS, not 10 mention the diseconomics of the
KPC prepesal.

Price - this is the most ebusive article (‘or afl five contracts) in the entire preposal,
- There is no lid. '

- Sefler wants KPL o pay whatever the third pany gathering and transpon

cos's ara as arranged for by Saller, This Is a blank check - he could
arrange for the most expensive service as wall as direct that lucrative over
priced business to his partners. In praclically all of the supgply deals | put
together for KPL, the supplier pays for gathering which can range
anywhere from 10¢ 1o 35¢ which is no small add on! Also, it has bsen
KPL's policy that 3rd & 4th party or second and third tier ransporters are
excluded from force majeure exemptions in this contracl; otherwise, KPC
could set up a chain of transporters and that not only increases cost to
KPL but the likellhood of performance failure for which KPC would clalm
exempiion and KPL would go begging.

Quantity - the ability 10 absorb these volumes must be studied in graat detail - for
example, Selier has generally proposed 1o deliver all the gas which in many cases
feprasents a very largs pant of the market (if not all of il) at only one delivery point
while five may exist to mest the diversity of the load. Cramming all the gas into
one point when it used to §o to up 10 5 paints can creale a distribution problem.
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259 as lo the Facla and Osawalomie proposals that are currenlly
ccmmitted uncer tha PEPL conlract, it will not be unlil November, 1932

belore we can amend the Panhancie centract and reduce tables from

Panhzndle.

KFL hzs a Philips contract that replaces 1/2 of PePL now. & would be
imgrudent 1o displace Phillips with KPC. Therefcre, | suggest we consicder
grang ene-half the Paola and Osawatomie load (the PEPL part) 10 KPC but
nct untl Nevember, 1592, This should te stucied further, howevar,

this last sentence in 8.1 should exist in ali centracts or amendments.

parzgraph 8.2, last sentence, can te construed {and it would ba) by KPC
to deny KPL the immediate necessary.action to get the peak volume when
it may need it for rapid load demand changes. KPLis paying for a peak
senvice (hat it should receive on demand. This is another atlempt by KPC
to make lile easier for him at KPL's expense and to sell a subtiety
daszrited inferior service at 2 premium price,

paragraph 8.3 allows the Phenix pipeline {which | consider less than
rekizble) to have freeze ups that interrupt KPL's ability 1o serve KPL and
thate is no compensation to KPL - just 2 phone call {hat says oops - “orce
ma;zure’ on Fhenix.

Tnz last sentence of 8.3 removes KPL's right 1o sue KPC lor damages
teyend replacement costs. This is objecticnabls give the vague
perictmance commitment KPC has made in this contract.

paragrzph B.4 agzin allows an escaps basad on the poor performance by
cthers related to KPC's supply efforts. The last sentence of 8.4 ks an
esczpe just ke the last sentencs of 8.3.

- paragraph 8.5 s another atiempt by Puiman to put the burcen of load
‘variance upon KPL when in fact he is 1o *supply the market demand."

this is the service we get from WNG and Panhandlel

paragraph 8.9 should hold Seller to its responsibilly to provide no less
than 934 BTU - otherwise a penalty shouid exist.

- -

paragraph 8.11 - KPC wanis KPL to agres that KPC's gas comes ehead
of WNG or PEPL's gas. This is unreasonable and represents another
typical Putmman hook.

pasagraph 13.1 should not be construed o prohibit KPL access o its peak
volume when it needs it to meat demand.
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paragraph 8.12 lor ceatract 3&4 - KC, MO & KC, KS marke! demards arg
proposed o be used 1o back each cther to absorb KPC's gas. Again,
KPC seeks prelereniial takes fiem KPL and special access to KPU's oad
patters at the expense of KPL's other suppfiers in the area, namely WG
3 PEPL. This aspact cf KPC's contract should be so noted, taken irnto
accouni and weighed on KPL's side of the ledger.

paragraph 8.13 for coniract 3, 4, & § ~ provides lor an unlair electicn by
seller that Is really 8 large hook into KPL and its market. Seller wanis a
large KPL commament now with a selier right {o withdraw its grogesed

suppy by May 15, 1992, which leaves KPL abeut 1/2 year to make other
arrangemeants! '

This is also fikely to be tha time frame KPL will be negotiating wih WNG
for a new relationship 1o begin 1/1/93. KPC'is atiempting to interfere wilh,
thwart and entangle KPL's process of dealing with the future relationship
o! its maior supplier, YING. This is very sarious intervention.

The entire loce cf 8.13 in the proposed contracts with a 2004 lemm, is very
dictorlal and manipulaive. To give selier the right lo doutle the 842
KAWD to Missouri, 19 double the 21.1 MA/D to KC, Kansas cn top of the
criginal 35 MM/D bringing the 10'al to 77 MM/D and to doutia VWichia's
211 MM/O is ebsolaaly a ficense to centrel KFL

Tria construction ime is weli taken and a perfect excusa for the positioning
1that KPC has t2ken, but on the other hand, this is an attempied sholgun
marrizga that very alfectively eliminates KPL's faxibility and diversity and
suoply planning. By the time KPL leatns that KPC's proposa's are il
pianned and uneccnomic, KPL will have precicus little time o deal with
eharnatives, It would be imprudent to (1) sign these three cortracts that

zliow this control and {2) to permit this broad of an option to seller in any
cese,

I would be easier 1o caonsider hooks lixe this if price was atlractive, but
Fiice is not atlractive at all in these propesals. Frice is another big hook
in these proposals, which provides for a KPL blank check as to transport
and gathering costs and ebsolutely no incantive on KPC to buy
economical packages of gas. They simply propcese 1o pass on their costs,
The only half way prudent cost component of thelr charge is their own
transmission COS as determined by the KCC.
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