
RECEIVED
AUG 1 3 2001

OFFICE OF THE PUBLIC COUNSEL

Exhibit No. :
Issue:

	

Proposed Conditions
Witness :

	

Christopher C. Pflaum
Type of Exhibit :

	

Rebuttal Testimony
Sponsoring Party:

	

Laclede Gas Company
Case No. :

	

GM-2001-585

LACLEDE GAS COMPANY

REBUTTAL TESTIMONY

OF

CHRISTOPHER C. PFLAUM

August 2001

NP

Exhibit No.
Date S-c6-cA

	

Case
Reporter r,F



BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of the Joint Application of
Gateway Pipeline Company, Inc.,
Missouri Gas Company and Missouri)
Pipeline Company .

STATE OF MISSOURI

	

)
SS .

CITYOF ST. LOUIS

	

)

OFTHE STATE OF MISSOURI

AFFIDAVIT

Case No . GM-2001-585

Christopher C. Pflaum, oflawful 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 .
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2 REBUTTAL TESTIMONY
3 OF
4 CHRISTOPHER C. PFLAUM

5

6 Q. Please state your name and business address .

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

8 Parkway, Suite 360, Overland Park, KS 66210.

9 Q . What is your occupation?

l0 A. I am President of Spectrum Economics, Inc ., a firm of consulting economists and

i i financial analysts .

12 Q. What is your educational background?

13 A. I have an MBA with a concentration in Finance from the University of Miami and

14 a Ph.D . in Finance and Operations Management from the University of South

15 Carolina . Much of my post-graduate work was involved with public utility

16 economics . My doctoral dissertation is entitled The Cost of Capital to a Public

17 Utility .

18 Q. What is your previous experience in utility rate matters?

19 A. I have spent most of my professional life working in the area of public utility

20 regulation . From 1982 through 1984, 1 was Senior Financial Economist and

21 Acting Director in the Revenue Requirements Program of the Policy Analysis and

22 Research Division of the Illinois Commerce Commission . In 1984 and 1985 1

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

24 Lubow McKay Stevens and Lewis . Following that, I was employed by QED



1 Research, Inc., also a utility consulting firm . Through a series of spin-offs

2 starting with QED, Spectrum Economics came into existence .

3 I have published and spoken extensively in the area of public utility regulation

4 and finance including serving on the faculties of the NARUC Regulatory Studies

5 and Advanced Regulatory . Studies programs .

6 I have also presented papers at the Iowa State Regulatory Conference, The

7 Biannual Regulatory Information Conference and annual meetings of the National

8 Society ofRate of Return Analysts and the Mid-America Regulatory Conference.

9 While employed by the Illinois Commerce Commission, I served as chairman of

to the Subcommittee on Finance of the NARUC.

11 Over the last twenty years, I have testified in numerous cases in several

12 jurisdictions including Missouri, Kansas, Illinois, Texas, Arizona, California,

13 Indiana, Wisconsin and Arkansas, the Federal Energy Regulatory Commission

14 and the Federal Communications Commission. I have also served as a consultant

15 to the U.S . Department of Energy, the American Public Gas Association and

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

17 to this testimony as Schedule 1 .

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

19 A. The purpose of my rebuttal testimony on behalf of Laclede Gas Company

20 (Laclede) is twofold . First, I will discuss a number of concerns that the

21 Commission should have regarding the proposed acquisition of Missouri Pipeline

22 Company (MPC) and Missouri . Gas Company (MGC) by Gateway Pipeline



1

	

Company, Inc . (Gateway) in light of its principal owner's experience in

2

	

overseeing pipeline operations serving other local distribution companies (LDC)

3

	

in Kansas and Missouri.

	

Specifically, I will describe some of the financial,

a

	

regulatory, litigation and reliability concerns that have arisen in connection with

5

	

these operations that I believe warrant disapproval of the proposed acquisition .

6

	

Second, if the Commission should nevertheless decide to approve Gateway's

7

	

application, I will describe specific conditions to lessen any detrimental impact of

8

	

the transaction on Missouri gas consumers that I believe the Commission should

9

	

adopt in connection with any approval of the proposed acquisition.

10

	

Q.

	

Have you provided testimony in other cases regarding the pipeline operations

11

	

that were previously owned and operated by the principal owner of the

12

	

acquiring company in this matter?

13

	

A.

	

Yes. The applicant, Gateway is a Delaware corporation . Based on the

14

	

information that I have received to date, it appears that Gateway would be

15

	

principally owned and controlled by **

	

** is the

16

	

prior owner of The Bishop Group (Bishop) ; an organization that owned and

17

	

operated pipelines in Kansas, Missouri and Oklahoma . I have testified, on behalf

18

	

of Williams Natural Gas, in three previous matters regarding Bishop, two in

19

	

Kansas and once in Missouri .

20

	

Q.

	

Why is Laclede concerned with who owns Missouri Pipeline Company or

21

	

Missouri Gas Company?

22

	

A.

	

Laclede is the largest recipient of the natural gas supplies delivered through

23

	

MPC's facilities, with the right to take 55,000 MMBtu per day of the line's 85,000



1

	

Mcf/d capacity . While supplies delivered through MPC represent only about 10%

2

	

of Laclede's total annual requirements, such supplies represent the only current

3

	

source of gas for some of Laclede's customers .

	

Therefore, it is an important

4

	

component of the supply on which Laclede depends to meet the needs of its

5

	

customers . Laclede has always striven to provide reliable, reasonably priced gas

6

	

service to its customers . As part of that effort, Laclede is especially concerned

7

	

with maintaining reliable access to the critical pipeline facilities that are necessary

s

	

to deliver gas supplies to the Company's distribution system and with protecting

9

	

its customers from inflated gas costs that are increased for reasons unrelated to

to

	

competitive market conditions .

11 Q. Why should the Commission be concerned about Gateway Pipeline

12 Company?

13

	

A.

	

As I previously indicated, the pipelines previously overseen by the principal

14

	

owner of Gateway have been involved in a significant array of litigation relating

15

	

to gas supply and transportation arrangements . In some instances, the litigation

16

	

preceded the implementation of these arrangements while in others it arose out of

17

	

cost or reliability issues that emerged after the arrangements had gone into effect.

1s

	

In almost all instances, however, an overriding element in such litigation was that

19

	

it resulted in the implementation of a gas supply and/or transportation

20

	

arrangement that was either priced well above other service alternatives or was

21

	

necessitated by the need to deal with the fallout from such an arrangement . To

22

	

the extent the proposed acquisition is approved in this case, the Commission

23

	

should make certain there are reasonable safeguards in place to ensure that similar



t

	

issues and concerns that could have a detrimental impact on its customers do not

2

	

arise here .

3

	

Q.

	

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

4

	

transportation arrangements that followed or preceded them?

5

	

A.

	

Yes. Such examples include the following :

6

	

Kansas Pipeline Partnership (KPP), controlled by **

	

**, received

7

	

its first gas transportation contract with Western Resources, Inc. (WRI) after

8

	

intervening in a rate application . After the contract was secured, KPP

9

	

persuaded WRI to lift the price ceiling on its contract from the rate charged by

10

	

the dominant pipeline, Williams Natural Gas (Williams), to a level based on

I1

	

cost of service . Subsequent to the lifting of the contract cap, in 1994, KPP

12

	

filed for a further increase in rates based on a hypothetical cost of service.

13

	

The contract amendment alone has resulted in over $13 million per year in

14

	

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

15

	

KPP secured a transportation contract for gas with United Cities Gas (UCG)

16

	

shortly after it intervened in UCG's Kansas rate case. After securing the

17

	

contract, KPP withdrew its intervention . Although this contract was on far

18

	

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

19

	

KPP secured contracts to construct a small pipeline and provide bundled gas

20

	

and transportation services at very high rates to several Kansas communities

21

	

in settlement of litigation with WRi regarding the so-called "Linchpin" and



1

	

"Wraparound" contracts . Once again, these contracts have cost consumers

2

	

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

3

	

Bishop affiliates, Mid-Kansas and Riverside Pipeline, secured high cost

4

	

contracts with MGE as the result of settling the Linchpin and Wraparound

5

	

contract lawsuits .

6

	

KPP is currently in litigation with WRI's successor in Kansas, the Kansas Gas

7

	

Service division of Oneok, over KPP's alleged breach of the Linchpin and

8

	

Wraparound settlements .

9

	

The total excess costs to consumers as a result of these arrangements have been

10

	

substantial and according to my testimony in the dockets seeking KCC approval

11

	

of these arrangements would have allowed KPP to earn 151% rate of return . In

12

	

Case Nos. GR-94-101 and GR-94-228, it was also estimated that the total excess

13

	

cost to Kansas and Missouri consumers of the various uneconomic contracts with

14

	

**

	

**-affiliated entities, barring regulatory intervention, would have been

15

	

$547 million . Because of claims made at the KCC and FERC that regulatory

16

	

action would lead to financial ruin, however, both the KCC and FERC have

17

	

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

18

	

estimate of the cost of service .

19 Q.

	

Have pipelines operated or owned by The Bishop Group experienced

20

	

operational problems in Kansas?



1

	

A.

	

Yes, they have . Kansas Pipeline interrupted firm service to WRI (presently

2

	

Kansas Gas Service) and United Cities Gas in the winter of 1993/94 in connection

3

	

with a delivered supply arrangement .

4

	

Q.

	

How did this serious interruption occur?

5 A.

	

The interruptions by KPP seem to have occurred because it was using

6

	

interruptible transportation on interstate pipelines to provide firm delivered

7

	

service on KPP. During the time period in question, interruptible service was

8

	

fairly firm and the risk associated with the mismatch was small but not non-

9

	

existent. KPP risked service reliability to its customers and its customers would

10

	

have been interrupted had Williams not stepped in to make up for the lost

11

	

supplies . I have included in Schedule 2 to my rebuttal testimony, various

12

	

materials which illustrate the seriousness with which this lapse in reliability was

13

	

taken by the parties who were affected, including copies of the correspondence

14

	

between Bishop and WRI, internal memos, and a copy of the complaint and

15

	

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

16

	

Q .

	

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

17

	

the basis for rate increases.

18

	

A.

	

In its Kansas rate case, Bishop made numerous, nontraditional claims for why its

19

	

rates should be increased . Among these were that it should be allowed to claim

20

	

the capitalized losses of an unrelated predecessor as an element of rate base . The

21

	

claim was framed that the losses were market entry costs. The KCC ultimately

22

	

rejected these arguments and established a cost of service of $22 million . Bishop

23

	

then appealed to the KCC that the return on this level of investment would be



1

	

insufficient to meet the indenture coverage ratios on its debt. This debt greatly

2

	

exceeded KPP's utility investment and KPP never did provide the KCC with an

3

	

accounting of the uses of these funds . Rather than see a Kansas utility fall into

4

	

bankruptcy, the KCC permitted a revenue requirement of $31 million, an amount

5

	

sufficient to cover the indenture requirements . After FERC asserted jurisdiction

6

	

over KPP because of action undertaken by its management, KPP repeated these

7

	

financial need arguments in its FERC case when the FERC found that the KPP

8

	

rate base and cost of service were inflated .

to A.

11

12

13

14

15

16

17

18

19

20

21

22

9

	

Q.

	

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



3 Q.

5 A.

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23
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2

3

4

5

6

7

9

10

11

12

	

**

13

	

Q .

	

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

14

	

gas consumers and burden other customers with stranded investment?

15

	

A.

	

First, FERC jurisdiction would virtually guarantee approval of any effort by

16

	

Gateway to bypass Laclede or other LDCs - a result that would burden smaller

17

	

customers with additional fixed cost responsibility as the revenues currently

18

	

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

19

20

21

22

23



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

2o

21

22

23

Q.

A.

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 :



1

	

According to MoPSC witness Morrissey, various actions by KPC's
2

	

previous owners and managers have negatively affected the KPC's
3

	

rates, its relationship with its customers, its regulatory affairs, and
4

	

its business operations. MoPSC witness Morrissey contends that
5

	

"various acquisitions and changes in KPC's ownership have
6

	

produced increased costs that have not resulted in corresponding
7

	

benefits to ratepayers. . . . [and that] KPC's owners and managers
8

	

have repeatedly made decisions which have been to their benefit
9

	

while being detrimental to its ratepayers ." Moreover, the lack of
10

	

adequate internal controls has allowed KPC's operating expenses
tl

	

to exceed reasonable levels, which has resulted in KPC's cost-of-
12

	

service being driven to a level where it is not competitive with
13

	

other pipelines .
14
15

	

MoPSC believes that. above-market prices have prevented KPC
16

	

from increasing its market share and have eroded its current
17

	

market. The increased prices have further caused dissension
18

	

among KPC's customers and state regulatory bodies, thereby
19

	

triggering contractual disputes and prudence reviews. MoPSC
20

	

states that all of these factors are the result of KPC's own
21

	

inefficient management . Commission policy requires that under
22

	

such circumstances, KPC's owners, not its customers, must bear
23

	

the burden of shouldering the costs that result from KPC's
24

	

increased business risk . Idp. 54.
25
26

	

Obviously, there is not a great deal that Laclede can add to the very serious

27

	

concerns that have already been identified and expressed by the Commission

28

	

itself regarding the track record of Gateway's owners other than to observe that

29

	

they create a very strong presumption that the proposed acquisition would be

30

	

detrimental to the public interest . Clearly any repetition of the kind of litigation,

31

	

service problems and excess cost concerns described above in connection with

32

	

MPC and MGC would present the LDC and potentially the Commission with a

33

	

Hobson's choice .

	

For the LDC it could be the choice of whether to enter into

34

	

litigation over contractual matters relating to the cost or reliability of pipeline

35

	

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

36

	

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



t

	

significant increase in the cost of gas service to its customers . For the regulator,

2

	

the Hobson's choice between cost and reliability could, of course, be just as

3

	

severe . Those are choices, Missouri LDCs and their customers shouldn't have to

4

	

face and to ensure they do not in this case, I recommend that the proposed

5

	

acquisition not be approved .

6

	

Q.

	

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

7

	

owner's property rights to sell its facilities?

8

	

A.

	

As a general matter, I believe that utilities, just like other firms, should be given

9

	

wide latitude in their exercise of such rights .

	

However, property rights are not

10

	

absolute . Every public utility that purchases or constructs facilities dedicated to a

11

	

public use accepts certain limitations on how such facilities may be transferred to

12

	

a new owner. Specifically, they must recognize that any subsequent sale of used

13

	

and useful facilities will necessarily be conditioned on whether the proposed

14

	

buyer has the requisite attributes to provide the Commission with reasonable

15

	

assurances that the transfer will not be detrimental to the public interest . In some

16

	

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

17

	

Q.

	

Should the Commission nevertheless decide to approve all or part of the

to

	

proposed acquisition, what conditions do you believe the Commission should

19

	

impose on this transaction?

2o A .

	

Given the legal uncertainties over the Commission's ability to formulate

21

	

conditions that cannot be circumvented through an assertion of FERC jurisdiction

22

	

or otherwise, I do view the imposition of conditions as an ineffective substitute

23

	

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



1

	

proposed transaction, I believe it is essential that very clear ground rules be

2

	

established at the outset to govern the service relationship between MPC, MGC

3

	

and its existing customers following their acquisition by Gateway. Specifically, I

4

	

recommend that approval of the acquisition be conditioned on the following

5 requirements :

6

	

1)

	

MPC and MGC should be required to continue to provide firm

7

	

transmission (FT) service to existing users of the pipelines, including Laclede, at

8

	

rates reflecting their cost of service, provided that such rates should be capped for

9

	

a period of not less than 5 years .

	

This rate cap should include a prohibition on

10

	

any type of rate restructuring, including any changes that would establish rate or

11

	

zone boundaries or require an LDC to purchase services that have traditionally

12

	

been included as part of MPC's or MGC's tariffs .

13

	

2)

	

MPC and MGC should be at risk for any loss of transportation volumes or

14

	

any incremental expenditures designed to increase the throughput capability of the

15

	

pipelines . Should MPC's or MGC's revenues fall because customers leave it or

16

	

its capital or operational costs increase above the amounts currently reflected in

17

	

rates in order to serve new loads, the pipelines should not be permitted to raise

18

	

their rates to existing users to make up that shortfall .

19

	

3)

	

MPC and MGC's certificate should continue to forbid it from bypassing

20

	

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

21

	

4)

	

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

22

	

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

23

	

contract entitlements for firm transportation .



1

	

5)

	

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

2

	

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

3

	

**

4

5

6

7

8

9

	

.**

10

	

6)

	

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

11

	

addition of any firm transportation customers that increase its peak throughput

12

	

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

13

	

the pipeline .

14

	

7)

	

Finally, to ensure reliability, MPC and MGC should be obligated to use

15

	

firm services on interstate pipelines, whenever obligated to provide a firm

16

	

delivered service to its customers .

17

	

Q.

	

Why is it necessary to impose a rate cap on MPC and MGC?

18

	

A.

	

The imposition of a rate cap will prevent litigation or threats of service

19

	

interruptions from being used to secure rate increases . Given the history of

20

	

litigation that I previously discussed, I believe such a condition is essential in that

21

	

it greatly limits the effectiveness ofthis strategy .

22

	

Q.

	

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



t

	

boundaries or restructure its rates?

2

	

A.

	

For the rate conditions to work effectively, it is critical that indirect increases not

3

	

be sanctioned through the simple device of changing existing rate boundaries or

4

	

restructure its rates . This condition will prevent such a result from occurring .

5

	

Q.

	

How can changing the existing rate boundaries or structure cause detriment?

6

	

A.

	

For example, Laclede takes service from MPC on various points including the St .

7

	

Louis city gate and at connections on the boundaries of small towns outside the

8

	

metropolitan area . All this service is at a single rate . By establishing rate

9

	

boundaries, Gateway could raise additional revenues based on Laclede's take

to

	

points . On two separate occasions, in relation to the assets involved in the instant

11

	

proceeding, Case Nos. GR-92-314 and GA-95-231, this Commission has rejected

12

	

the establishment of rate boundaries or zoned rates . Any attempt to establish rate

13

	

boundaries should be considered as a form of "back door" increase in overall rates

14

	

and a detriment to gas consumers . This detriment can be prevented by the

15

	

Commission by not allowing the pipelines from establishing zoned rates or rate

16

	

boundaries .

	

Another form of "back door" increase that the Commission should

17

	

guard against is a rate restructuring . By either unbundling or rebundling services,

18

	

Gateway could attempt to extract additional monies without adding any value to

19

	

its standard tariff services .

	

The Commission should not permit any changes to

20

	

standard tariff services during the 5 year rate cap .

21

	

Q.

	

How is public detriment avoided by preventing MPC and MGC from

22

	

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

23

	

required to serve new loads?

16



8 A.

9

to

11

12

13

14

15 Q

16

17 A.

18

19

20

21

22

23

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.

6

	

Q.

	

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

MGC?

MPC and MGC are certificated as intrastate 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 .



3 A.

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

	

Q.

	

What level of service will be necessary from Gateway Pipeline?

21

	

A.

	

Gateway Pipeline must provide the same high-pressure supply, and hourly

22

	

volume flexibility comparable to MPC's present service level in order for Laclede

23

	

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



t

	

the Gateway pipe in the future without additional compression or pipe installation

2

	

would erode service to Laclede, thereby jeopardizing service to Laclede's

3 customers .

4

	

Q.

	

Please discuss the condition that you believe the Commission should impose

5

	

to address this concern .

6

	

A.

	

As part of any Order approving the proposed acquisition, the Commission should

require that prior to adding any additional, firm subscription that would increase

8

	

peak throughput on MPC's or MGC's system above existing levels, Gateway

9

	

must submit a plan - for Commission approval detailing what measures will be

to

	

taken to ensure that such increased throughput will not jeopardize service to

11

	

existing users and verifying that any costs incurred to provide such assurance will

12

	

not be paid by existing users.

13

	

Q.

	

Does this conclude your testimony?

14

	

A.

	

Yes, it does .
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"Further Evidence on the Stationarity of Beta Coefficients," with R. Roenfeldt and G.
Griepentrog . Journal ofFinancial and Quantitative Anal, March, 1978 .

"An Examination of the Effects of the Rambouillet Accord on Exchange Rate Stability,"
Southern Finance Association, 1977.

SEMINARS AND SPEECHES

"Using a Defense Damages Expert" International Association of Defense Counsel Trial College,
Boulder, CO, July 25, 2000.

"Using Inflation Indexed Securities to Cool Damages," presented at the National Association of
Railroad Counsel Meeting, Breckenridge, CO, February 2000 .

"Evaluating Economic Damages in Personal Injury" for the Nebraska Association of Defense
Counsel, Omaha, NE, May 7, 1998 .

"The Role of the Economist in Litigation" and "Business Damages an Analytical Framework"
CLE for The Williams Companies, Inc., Tulsa, Oklahoma, October, 1997 .

"Primer on Statistics for Attorneys" CLE for Sonnenschein, Nath & Rosenthal, Kansas City,
Missouri, March, 1997 .
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"Economics: Just Because It's Dismal Doesn't Mean it has to be Junk" presented at the National
Association ofRailroad Trial Counsel Meeting, Park City, Utah, February, 1997 .

"Evaluating Economic Damages in Personal Injury" Continuing Legal Education Seminar,
Chicago, Illinois, September, 1996 .

"Applying the Daubert Standard to Economic Testimony" presented at the National Association
Railroad Trial Counsel Meeting, Chicago, Illinois, September, 1996 .

"But is It Economics? : Handling Economic "Junk" Science" presented at the National
Association of Railroad Trial Counsel, Counsel Winter Meeting, Phoenix, Arizona, February,
1996 .

"The Role of the Economist in Litigation" presentation sponsored by Lorman Education
Services, Continuing Legal Education Seminar, Kansas City, Missouri, February, 1996 .

"What's Wrong With This Report? : Handling Economic "Junk" Science" presentation to
Missouri Organization of Defense Lawyers (MODL), Tenth Annual Meeting, St Louis, Missouri .
May, 1995 .

"Damages in FELA Litigation," Continuing Legal Education Seminar, Kansas City, Missouri,
November, 1994 .

"Damages For Loss of Benefits in Railroad FELA Cases," National Association ofRailroad Trial
Counsel Winter Meeting, Palm Beach Florida, February, 1994 .

"Business Damages, an Analytical Framework," Continuing Legal Education Seminar, Kansas
City, Missouri, December, 1993 .

"Evaluating Economic Damages in Personal Injury," presentation to the Annual Meeting of the
American Board of Vocational Experts, Cancun, Mexico, March, 1993 .

"Damages Estimates in Railroad FELA Cases," Continuing Legal Education Seminar Sponsored
by Shook, Hardy & Bacon and Morrison & Hecker, Kansas City, Missouri, October, 1992 .

"Economic Proof of Liability and Damage in Business Tort Cases," with J . Ward and F. Finch,
Continuing Legal Education Seminar sponsored by the University of Missouri-Kansas City Law
School and Kansas City Metropolitan Bar, Kansas City, Missouri, 1989 .

"Financing Cogeneration," seminar for the Mid America Chapter of the American Society of
Heating, Refrigeration and Air Conditioning Engineers (ASHRAE), Overland Park, Kansas,
1986 .

"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 ofthe 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 Conununications, 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,
DC).

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 Unre ug late
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
ofthe 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
behalfof 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 o£ 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 IIG&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 ; Moms & 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, Inca et al, No. SA-90-CA-394, U.S . District Court,
Western District of Texas. Valuation of a start-up company . Attorney - 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-S-89-555, U.S. District
Court, Nevada. Analysis of damages to electric utility due to early replacement of transformers .
Attorney - Steven R. Kuney; Willianvs & 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. CV 191-866CC, Union, County, Missouri .
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Analysis of lender liability claim regarding failure of multi-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-KHV, United States District Court for the District of Kansas .
Analysis of the performance of a public seminar company and valuation of an ownership
interest . Attorney - Mark Hinderks ; Stinson, Mag, Fizzell . (Overland Park, KS)

National Liberty Corporation v. WalmartlSedgwick 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 .
Attorney - 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 .
Attorney - 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 plaintiffs 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
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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-S-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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Western Resources . Inc .
(formerly The Kansas Power
and !fight Company)

818 Kansas Avenue
P . O . Box 889
Topeka, KS 6"0601

Dear Mr . Tangeman :

Januar/ 18, 1994

	

JAN 2 4 :S-Sz,

ATTENTION : Mr . Richara H . Tangeman
Vice President, Gas Supply
Facsimile: V575-6405

This correspondence is to ccnfir- in writing certain c' t`e recent telephcne
conferences berween os.;r perscrr.ei and personnel of Western Resources, Inc.

At aVj+rc: ::rnaiai 3 :4Z A.M . cn Januai .y

	

r ~7, 1S94, represenzaeuves a' Western
Resources . Inc . ("Western") notified personnel of Kansas Pipeline Operating Company
("KPOC", that Western wanted to 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 19, 1994 . We were .
further, notified that gas `lows were anticipated to return on January 20, 1994, to the
"pre-increase" levels .

Thereafter . at approximately 11 :55 A.M ., January 17, 1994, Western requested an
additional increase in its earlier romiration by 5,882 MMBtu to begin on January 18,
1994 ( :or a total of 124,349 h1MBt :a .

At 12:00 o"c!ock noon, January 17, 1994, Western's total requested flow level was
verit;ed as being delivered by KPOC to Western for Wichita, Kansas, and at 1 :00

EXH:?1T CCP.2



Western Resources . Ir.c .
January 13, 1994
Page 2

o'clock P.M ., January 17, 1994, Western's total requested f!cw levei was venfed as
avaiiable for delivery by KPOC to Western for the Kansas C:rr Metroooiitan Area.

On January 17, 1994, KPOC ccnfrrned all necessary steps had been taken for
delivery of the requested volumes of Western for the period January 17 through
January 19, 1994, with the applicacie supplier, as well as Trunkline Gas Company
("Trunkline") and Panhancle Eastern. Pipe L!rie Ccmpany ("PEPL" : . On January 17,
1994. KPOC adeitionaily ccnfirmed t'.^at its sc^edu!ed deliveries throughTrunkline and
PEPL '.'. .̂ad teen iritiatea .

At approximately 6:00 P.M . on January 17, 1994, 7runkfre aovised KPOC that it was
no longer able to honor the KPOC nomination because of compressor difficulties that
had occurred on tl:e TrLnkline system . However, Trur.k!ine advised that the
compressor problems were being immediately addressed, and that full gas flows might
be restored to KPOC in as little as t-,-,,o hours .

Shortly thereafter, KPOC .vas notified by PEPL t':at it ...ay have to reduce KPOC gas
flows from PEPL because of the failure of deliveries of Trunkline related to Trunk!ine's
compressor difficulties .

Following further communication from PEPL, at approximately 7:00 o'c!cck P.M . on
January 17, 1994, KPOC advised Wes-ern that. Fecauge of compressor di~. cuities or
Trunkline . and the actions of PEPL, t.'.at we would need to begin reducing deliveries
into the Kansas City Metro Area . We further advised Western that Trunkfrtg ht c
indicated to us that their crews would be working on an emergency basis through tt:r
night in an effort to solve their compressor problems and that Trunkline believed fui
service would be restored cuickly. !n that regare . KPOC was in communication witt
Trunkline throughout the right of January 17'January 19, 1994, but with rc
resolution of t~e cc-presscr diff?cu;:,I.

Although we do rot believe the various agreements require us to do so in th°.:
c;rc-mstances described above . ":+e offered : (1) to make available to Westerr .
wellhead supplies that we had available that are attached to the pipeline system c
'Williams Natural Gas Company ("',:'iiliams") ; ardor (2) to utilize suppiies and gr ~
transDortaton available to KPOC on Williams, arc 'o deliver to Western Town Eordi:r



Western Resources. Inc.
January . 18 . 1994
Page 3

Stations in the Williams market zone area ; and/or 13) to increase deliveries off the
Kansas Natural Pipeline system into the Wichita area : so that all nominations by
Western could be met, at no increase in price above that price called for in the various
sales and/or transportation agreements. However, Western declined these offers of
KPOC .

Finally, this correspondence is to aovise you that Trunkline has notified KPOC that it
Mil honor KPOC's nomination com.^-encing at 8 :00 o'ciccic A.M . January 19, 1994,
and ail nominations of Western can oe and will be met oy KPOC commencing at 8 :00
o'c!cck A.M. on January 19 . 1994 .

Please advise if you have any quest;ons regarding tl-ese ratters .

1071794a39

Very truly yours .

Gary W. White
Sen...., Vica 0.ssiden.:
Kansas Pipeline Opereting COMPany

EXHIE''. =?-2
Pape : :' :O



Mfr. James Ingrate, Vice P.resident
Gas Service
318 K.-:sans Avenue
Topeka . Kansas 6661'_'

Dear Nfr. L==

March :, 1993

I ot:end my szcere aceiccr for :he delay :n cur response . to your letter of Jaeua.^r 38,
1993 .

	

r or~'tnt-i='CII "S

	

3 .a.2- agege-ent.

	

t:"--	'i:Ch . .--ui2ed ti. -Our :erte- to Mr..

	

.::S1t:Cn ^n

BlacEtr bong Muted ir_nrot:eriy.

	

L"pcr proper reu=.g of your !et:er, we "̀ eu^?~tt

	

-..y
verbal response to Rob 6-=* was in " e spira of a repiy.

I have bad as epperur:ir; :o visit with Rob Green-

	

.-r, over -he phone t~'e ."=y of :e
shutdcsn and then :II cur =ent~iy Cperwca Nfeein2 -eid tin Nfarch 4, : :93 . I feel
courtier-.t that :.he corp=s gelatin¢ to t~.e "faHlure' of :anuar7 ' have been addressed
:vita pour Opera.^'.-.e :cup

	

?!ease _cw r.e

	

is oc=c.:.r- :o update ::cu as :o .=e
progress being =de in mmrn¢ mcdi r=crs :o msang dearer sa~ens.

On January ?;, 1993, a 'fail open' actuator was installed at our Kansas Cirrr renniral
delivery station (Fair:3:t KC_{). This represe=ed the re--oval of :he last ofthe 'fail close'
actuators on cur =ainline deliver., sta.crs with Weste- Resources . At this time, ad
redurdmt SCADA equipment has been :nstahed and is awaiting progrmmirg and testing.
It is my undemandirm in "-., ' ¢ with John Teeiey that this project should be completed by
the e2d of Aprl.

Also, as a rest::: tit Cur

	

tit-farce 41, '93, K?CC

	

'-e
of a station bvzass with a :ew pressure monitor at all locations that are rot so equipped .
We are scheduled to discuss the resuits of _-.is e"raiuat :tin during our April Operations
Mee,= with your persorre:.

EXH1SIT C :=.2
Pege 7 t _ �



Paae 1-1-WO
Nfmca _ . :S9:

I would like to emc'ni:ze :hat arv eaten itttemtpt. no matter wn= the cause, -is tak=
very

	

eusiv by ail I,2GC s-"af

	

_e iamiary '= ::cideyt was caused 1--v constn:c ;:ca
icII".=cs at the crirc_ A conduit

	

ccnmmC' a Eve a-arr' "-= c3h le x--s cut causina a
shore ~erew, it resti:ited in as PIT: .:,elute . We avl c..n:-.^ue to make every effor. :o
avoid and eliminate :-. .:lures ofam r,-:e. We are committed :o increasna : e reaahility of
all of our measuremcnt and related faeiires. It is our luteyon to kxp cur most vah:eA
curzom= abreast of cur aczhities in this re3ard .

::!case acCe "̂L ..̂ .y apoio¢v -'-t "^'c late re-or-se t0 ,:Cllr CCLCer1$, Shot:!,;
addit=ecai iniorxacon be helpfuL rise

	

='e-- to c:ntaet We

	

any time.

Since---;Y,

RBisb

CC: ?Cb Grc-
Haas hfenea
Ga:i White

er,Hi'c :T CCp.z
Page a c! 4:



;man N. L-,g'am
'""t ?:axct

.:1j=33:Cn 3Td 7<zngc

Kirk Blackim
Kansas r'ire_ine Cperaz_ng Cz=pan)
600 Commerce Plaza
7300 Vest 110th Street
overland Park, Kansas 66210

Dear Kirk :

'7e, acain, want to stress to your company the i--portance of
c=nzinulty of service tc our customers . A malfunction whit::
results is an outa;e cn your system requires a backup from ether

On anuary 22, 1993, at approximately 8 :1 : a .m ., your KC
Terminal station failed closed . This failure and others (e .g .
January 22, 1992), :could have resulted in a less of gas service
to our customers is another supplier's station had not been there
ready to pick up the flow dropped by your station .

Rob Green has, in t ;e past year, requested that your
stations he equipped to eliminate fail-cicsed type act=ators and
cort=cls . ?lease provide an update of your progress in this
prciect .,_ other acti= . .̂s taken to ass-are continuous gas supply .

fa

cc : Hans wer-ens
Rob Green

,anaary 23,

	

:393

Sincerely,

_, 6 . ' .T

	

fC VY E-0

	

:~

	

.S, ttr-,7

	

vr. . -t:

	

-

	

`-S1 -

	

v7,

1 :3 Xw- ""
-.cL Rte """~U
~r 191715.-19:9

EXHIe1T =CP .2
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R.5-ERME PRESSURE DROP
JA .NZ:ARY 16. I.-JO P1L

. `~C

	

~CtiR~Tc

	

=C4B

_C
ZO.93

	

:-3.5
6 :-.';0 :9,743 143.6

17:00 19,?`3 148.8
:u':~v

	

'n o^ro

--la !:- :CO. Tom Dc* * e<<--c--a

	

_cr =c

	

=ci 7 :e =ac's ` =e:^
ti:eMce :0 a=Vle _^OCO '44=1

set -:ci==
N.- ~. .:. .

	

we :ec

	

_Cw _cw .1== ct n.1 . I ti= oa --*-e
Rive=i_de. Total Eow:.ms s,-; ;~cve
:At L':ao, we :ece:~ed a iew =ew

	

_C:

	

ve:St:c ai_ s :Ct: _Ow =Cw at .x,607

-:fit r--':c ::e :a:e:red a'_CW _,.,v a'-_:.

	

T'
:~.t=-?5, we . _._. . _.. a _cw

	

CoL

	

1cu" was at c: =e=-'_~
.Yf=.
:A: 13 :x8, s'adct:=Cw -we= :a 0 ::.d dc%-_=aam ~r-_ss,s,=-e d_-

	

d 0e:Cc;e

	

ow LO

:O

	

OnQ.
:At 13-11 Low r.--`cd ca

	

:c 3.5 ?n. d:` cr a- rc,.:~'.':i s3 . C=0 NfC:J.
:Az 13_:4;7, yea on=1c =?

	

=.c--e_ :o L:,520.
:AL -'- ---o, downs-.ca= t)r^,ss-=e ^a-..Std ='Gk to _4GJ CS:-
:a t 13_6, flow inee3ssed to our -low se: :ci.t :.ear =0,000 mcm.
-At 14:08, the aauy !eg ret'.ec5 a dowmsrc- pressesc of 164- :

	

.
:At t:~ point, we aid rcsched our Lcw se : :eist ~.=d ceeration~had s=bu:==

EXH'?IT CCP "2
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KANSAS Pl?ET'NE 2.ART`cRSI-IUD, L.P . 1\-

	

)
KA.`SAS PARTNERSHIP, L.P . )

RE~PG\uwii

	

')

4 i1
BEFORE THESTATE CORPOR_kTIO .%i CO.NDfISSIO.

OF THE ST.kTE OF KANSAS

PETITIO\=Z )

Dock-\o,

COMPLAENI-f kND
REQUEST FOR E`ERGENCY SHOW CAUSE ORDER

CO%C-:S \OW.Wesxm Resources. i.c . C:Vestem Rescurcesj, and _es its Cer-c!ain,

aL"_:s: Kansas : =e:. .:~e J=rners:-_ . L.P. (-<ans?s P :=e!i^e) and. :17,

	

s N=^':-7 D=~..e.

	

.

	

5._

	

.::_

	

. ~."^

	

L.P .

(_Kansas `atura!) (ccilerne:y re:e-ed to he.-em as Respe:dents) . In sucpcr-. of its Cccnla:nt,

ities:e..̂ . R:scu:_es states :

! .

	

Westem Resources' exac name :s Westem Resources. Inc. Wes:e..̂ . Resources is a

ccmera::en er_= .̂ized and emstire under t:.e laws of the State of Kansas with -..s Drirc:cal office

located in Topeka . Kansas. It is a public utaity encased in the local d'tstributica of natural gas in

the States of Kz^sas and Oklahoma. Weszew Resources is a major customer c:?Respondents.

_.

	

T'ne names, titles, and mailing addresses of the persons who should be served with

:ers cent ^ti:g this Applica,-;cr, and a1 fi : .ure ..matters in t:.is prec_

	

..g

	

.

^GCa.e+1~ SAM
car

James A. ivfanin
Executive Director, Reeula:or. and Rates
Western Resources, Inc.
P.O. Box 339, $13 Kansas Avenue
Topeka. Kansas 66601
r013) 575-6539

XHMT CCP"2
Pago 17 of 40 .



3 . Kansas P:ceiine Partnership, L.P . and Kansas Natural Partnership . L.P. are Kansas

!7a::'~C' _ Si ersEcs . Rtsccr.d e "̂:s are

	

.ezu; a-ced _

	

-;-is CO;.i.'.;s-slOn

	

C 1-.

aa^1:=tec 7,itn Kza^sOk Pam:erSillp, which scam-nds that :. :s an Ok!ia:e:a lr :::zs<<a :e pipelne, z.-:d

Riverside P:celire. a FERC-regulated interstate pipeline. Respondents and their asafates are

common* owned bv Bishop PMc:ine Company and other Ernited c-unrers and operated by Kansas

P:ce'.:r .̂c Oper_t:..̂e Corapany (KPOC). rcr ccrvenience. the pipc!iraes owned by BishopP:--e"-;-e

"xill be to -ci!ec:ivelV =s -.he 'B :SIIcc G.'c _ '

Western Rescurses a:r_ndv has several cen::_ca "x-'.

	

R:s=cnde-.:s under

pure.-a;es E:.1 gs a:-.d :.=sporadon se.^,ices. In addit:cn :c the :ertrc:s ce^keen Resperdecs

and Wc_:e-.a Rescu ::es. Res:erdents a'so h_ ;: .:.::a cc-'^i-.e^:s to

	

ss cver =CZ

svs:e-..s to other nz :̂pal g3 local distribe"c- ccmpa:?es.

	

=en

	

=-d belie:. VVes:em

Resources states t^= Respcrdents' total !it-. ebii¢at:cr to transz:cr: zs cver ueir s"sea a

approcrrately 142,000 to 146,000 NLViBtu =er day.

	

Of Respondents' contrac.:al obGezrer,

approximately 121,000 to 125,000 %QvMtu per day is recuired to be deUvered by Kansas P:ce: :e

to Or-,zwa~ Kansas and the Kansas City metropolitan area . Upon information and belief, Western

Rescurces .states tha: t ::e ca^ac:r~ ofKansas Pi-- .- ;- .:e is

	

'" '. `oc0'VL`1Btu per ^a,

5. As a result of the neeotiadors for the cpntracas and amendments signed between

Western Rescur-cs znd Respondents in 1991, Western Resources cbta:red !angua= IN=c

'

	

WCACM iescureca ha_ Mrst1 qucsueas as :o v=Gk's

	

A= :a ~:sCk's
proce:G"aq at the FEVt.

A-CCUALAN AM
52:+'aL " Ile PW

Cianerm Ancmcy, Rev.lat:cr.
'"Jes:e- R:scu:ces. Ire.
? O S .:x =59. 3 :3 Kansas Amen__
1 cce\a. \- "̂5?s CC6431
(91 :i : --19$6
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:ra".:les . at serice

	

..-.e azceme..-ts 's`ail a: . .1 11 ,..-..es :.a "::

	

;c

	

a.r.antr., gas

-, ::a:.s;.c,-_. c:

	

=.-e: -~- .

	

::s :a:.- :a= was .-..earn :c assu:_ .:=:

even ti :ti:.aas ?.pe?̂ e "xe:= o":ers ::csc.-.cod . saes:e^ "escurces "%.cu::. have .-.e iti¢:ncst ;sorry
on its sysem thereby dec:easin¢ the'ikeiihoed ofcuRaiirrent. however, Weste. .t Resources now

Kansas

	

_- ,.:-.e.ts with CE.-e- _ C's

	

.'.-.= Occber,

a=cements contain lan¢uace widch :s viruafly identical to de above quoted !arsnua_e.

On laruarr 17 and 13, 1994, Kansas Pipeline was unable to deliver to Kansas City Wese:M

Resources nca"~nated Voiumes once: its contracts. Accord:-3 to KPOC, t:.e reason for Kansas

?ice:ines irzbiiit:" to de?tver gas uncer t.;e contracts a"as elmcressor ::ablecs which occ:rec on

-'-e Tna k:i-e Las C.-nt^2. .:5

	

$v -. '.I-were:, lacre Resources was l,c,-- ., . .-. .e! S;e ' ... u .-, .._ :0

!e= of ?..^Y -nC:d2.-.t cr. 1:,:.^-tin w~~uch led t0

	

at

	

.-. service in lara:w-J. 1 :94.

Therefore, it appears to Westem Resources that Bishco Group's transZoRation on Trunkline was

--,: l

	

ha:

	

e to deliver ~~~ ws e:cz.aec - preset:abiy heca::=_e a

.eia:ed :c as irate=ption ca as ups;:ea.-

	

Flowever, " , Siieste.:. Resources is carect

Bishop Group had only ime- uptibie trarspcr;a;:on an Trsnkiine, the fJ~ ere of deliveries would

not be excused since the use ofinto:-_ptibie transportation to serve Western Resources would not

be consistent with Kansas Pipeline's contractual and regulatory obligations to serve as a public

utility.

6.

	

Western Resources has cc-::has with Bishco Croup entities u.-.de: xh~;ca it is entit!ed to

arts service of 89,668 %LvMtu per day.

	

Of that amount, 21,100 %Cvmru per day is to be

delivered :o R~c:.ita on Kansas Nar_:al and the balance is to be delivered to O::awa. Kansas and

.::e Kansas :er:-cn of the K2rsas C:°: -e-rccolitan area served by Wes:e- Resources . K_°OC

3

	

HXHIEIT CCP-2 .
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.~wt 3 .X0 %C`[Brj :C- dav a- t. { se.^aa ._ S.Las s Cav is

Kzzaai ~ .-.e:ii.C -.. . . ~... .~._ .-:w. 2 :a; - ..C. - l'- .'a. _-

	

_ .a:.-. cc

?anhandle Ea_"tern P:^- L:.-._ Cc : ..-y eEPL) and T-_n_: ire.

	

(icon

	

;,-

	

-d bene" !t

appears at) Western Resources that the One Source gas is to be delivered to Tnt:_dire in Texas or

Louis';- a .̂d ::a::ied 7-'

	

to as i-.�:ccnne~ica with ?E?L a: :taco:` II:~.cis . " cm

tlhat PC::::, ::.e gas would be back~auled :o the PE?L%arsa P:pe;i:.e 4.:e:cc;.:.r in ezstem

Kansas . It does not apcea to Western Resources that the transperratcn of .that gas from Texas

or

	

Louisiana to t:e P=?Ulrtnklire interconnect s

	

succored by cans Lzasportatioa

a.:ar.s eMe^a en

: .

	

t ese^ 3escurces ot:rc:�ses gs are t:=rs;.eron se^dons frcn K_-

	

?;t;ei: .̂e :cr

i

	

"t

	

i

	

:r

	

s:orrea . Since residential ~s:cress use ac_rexim1 N24Bresze :~ . s high priori , r

	

c

	

, ,

	

,

	

per

day dur: .̂g;.e.-'reds of peak need, Kansas P:=cane's practices endanger se:ice to'-: 0A0 to 30,000

?2:z

	

:.a:orners whet. ..-.e :: need -_, nar :mi gas is.nor t---cal.

S. T.ne overAheitntg mSicrlty of the gas whit:. is delivered by Kansas ?:pew.e is moved

on ice Bishop Group system thrcugl either of two routes .- One possibiuty is :o move the gas

Eom leased capacity on TamOk (not a Bishop Grout) ai5ate) to KansOk Partnership . (The

TransOk ca;ac:,y is limited by cc-.:r-_ct to 95,000 ',kLVIBtu .) A~er its delivery to KarsOk, the gas

would teen move on mated pipelines - Kans0k Riverside. and Kansas Natural - for delivery

to Kansas P"pei:..̂e . -khema".vely, gas car. b e delivered into Kansas Pipeline PEPL at

the Kansas intercernect point.

-

	

A s=!l smeunt of welil-end B=s - =;prx:.:.';ely c:"o `.1?-. ,er dr: - can me"'e cn -he Ka^sas
Naturalnest leg to r pport :Car=s P-ch-e deltcenes. '-ester . .

	

Goes not Mow vw c_", `:.s=s P:pe!i .-.e
toes that scum at ps to ripport its operations .

i
.:eeu~.n. Ju+
" are:+- : :e=w
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LnNcve..̂.=e:a:,: . .- . :.:r . . .:..'gai :.-.-spcr:edC :Its3;:ste. .̂3.-CL ;

.cr resale in K=^szs :: 2Lpea:; .:at

	

KpO(_ tact: "~es:~ . . . -~:'CI : :Ces -

	

. ::3? 3

'is." .:... C:.a:.c.-..a

33,668 on Kansas -Natural, and 62,568 %CL[Bru on Kansas Pipeline.' Comrnencinst in Ianuarv,

iSS». K?OC . edt:ce.. its 5. .̂ . b .'.irgs .c West= Resct:::.a to 43.663 'vL%Stu pea-

	

.

capac.-: en K=sOk.

	

owe";e-, KPOC ccrtirt:ed :o bill Western. I eseurces :cr 33,5c3 ~L`f3;s

on Kverside (at &e KansasiOklahema berder), 53,668 on Kansas ;iamral, and 62 "568 `Mtu

on Kansas Pi:cHre. Addifaaily, KPOC oiled Western Resources for subs=

	

amct=ts of

into^-ctible se:--ice on Kans0k. %4iien

	

. ... t:araporaCcr. to otter customers is included . K-POC

billed :er at least 130,000 NLNIBrn of .-'..:.t demand c- Rive.-s:de and Kasas

`ova.-.ace:. 1593 to crese-.t even tLeugi :. .e .-̂.r- service bii^<aticn is succcr-ed

	

caaci-:

on T:z^s0k and Kars0k of only 95,000 I'LMB`n per day.

	

?. portion cf the c~-.arges =cr.

K-:s0x, Kartsus Namral, a:-.C R:verside z-C inciuded in :..-.e bi.lines tc Wes:e-.1 lesCUrCes :N'.̂:.

amounts passed t`acugh to Western Resources as upstre,?r. c =es by Resncrden:s .

Inabilir." to meet obligations

10 .

	

Kansas Pipelines obligations to provide service total approximately 121,000 to 125,C-00

,IvCvMa per day. At the same time, however, it appears to Western Resources, upon rotor-,ation

and banal, that Kansas Pipeiines capaci-r is significantly less -- about 115,000 NO-lBtu per da~ .'

'

	

KPOC tas often not prmided western Rrsau-a with sur-.~=.t dc-mil for it to date..̂ :̂-e t".e r.._ . ar
basis fcr upsu= eh-=Cs included in its biLin:s. Western Reseura has attempted :o --.cc::se audit -=.u
provided under its agr=nients with Respondents with little sue,:= to obtain this intortnation . KPCC bas
prevented Keste-n Resources itern ei:nirung access to necessary intonation .
'

	

VVesert .exe=cs has attc:netod to obtain saasiarerr irio=as:cn to add= its Conc.-l':aceut
Respcrdents' abaiity to serve its p=k day necds.

	

I:owever, in reri ease to a pair of Dc,-ember 19. 1994
K.oOC prm.dcd -a spe=.L"e is r.-a="cry. On Cr-ember '" 1994, v:"s:e�. R;scu-ces faxed a :ale-.V u= 'e._.
seder.; rpemx :.^,fet .-=ucn and dccimcrauer. and has asked fcr a :=xrse'.-"." January =. 199' .

	

+Is

e. .̂eneeusly date Ce.lxr 29, 199:.1 ljcac+cr. due to its

	

ar.d rtasorsbic-.e=-:�Ssect : .̀c
reliability of Reroondents' seracee. K'es".era Rescurca s filing thus ;-rtnla-.t and reruett fcr sa ere.-gene:;stew

4 ^CCVP.AT4 SAu
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:a-ac:- z-.:: KPOC's re^_sal :e

.e---.s: . := :s

	

._ - C .ide

	

. . ._ C :.r. ..-is=.cr" should

	

'Kansas P

	

,~e

to s~cw ca,ae on _. __e:°re7 basis x+v Wes"e, R=r^c: _°=

	

__ .

	

ed

"YLl"fBru of its cont .-act demand to allow Western Resources :o obtain assured capacity upon

W;l~;c

	

it ='I- .7! ;',' , ., se-.:C2 to e,:s:.:nCrs . . . . ::e'CCcc'_-

	

wim_n

Failure to meet oblizarions

1= . i..'rder ,=e ;; ccntrac:s Fith Western Rescurces and their cerzi~cate obu?arotus,

Res-c ".-dems are recu:~ed to ora".ide E.-7L " edable :as sucui-r and t,ansacnarion services to

wes:e..̂ . Rescurces . Oa- :e

	

. ..-em. . ante=

	

a: Resrc .̂de^ts haVe not artan2ed for

:he:r

. . . .*%S '.L'a5 . .-.r. . ..C._ . .

	

~~

	

G: ~'SrC "-.Ge . . :S Ce4 :ei~ GbUpuou to

Wes:e:-u Rescurces :a t:e Kansas C:ri metrceelitan area is supported by purchases of gas Eom

Ore Solace. 1.-Cr.

	

t.V0.5te"n Rescurces sates that the One Source £as is

:a

	

:0

	

. " , T--is or Lcuisia:a and .:: ..̂scct:ed on i "̂ "te^ua:bie cantyes to

:he :'.-_-k!inc?EPL ..-.te-_

	

.:.eC. .. . ._scela, 1''.ircis . ::..̂ "̂ .t T_scoia, PERL would backhaul that

gas :o Kansas Pipeiir:e. Western Resources is esrrerly being charged SI2O,000 per month to

reserve the One Source gas.

14 .

	

Since de!iverr of the :0,CC0 NLv(Bttu -e- day of One Source gas appears to deoend upon

the use of irte.-_^,time t-_.seer, or. i r_ck:ire, its deuve,^,: is net assured . Respondents' fa:a:re to

obt°-R 1~"̂ .t transper:at:cr fur the One Source ^°e her-c--'.re does nut make

	

!~-- the shcr=!l it .

fr- ca::aci^+ or. KansOk.

-' .`-e t=e- rent by Wc:"e .̂ . =_:cur:_ 3r.C t!%c :es9cr e ~_y !",~~CC 3-. . anac~<:.
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sa .u-

	

':"este..̂ . Rescc ::es -c. . .

	

:s

ZGrtraC.__1 CCMM._ .."S CC ~= pCGCe.:S . : a.-low West, . . Rescu:Ces . .. ::e:'`=,'. . . . Ca^a^

	

on

an aite:na:e pipeiire :o assure se.^.4ce to C:.a:va and the {a:.sas C:-^, a=' at : e '-vest re-onabie

cost for tire upcoming winter .

Imrrooer cnar>es

16 . Respende^ts have assessed .-".. .̂, capacity charges against Wes:e:-r Resources for

capac-: which is net supported by firat ups;:earn capacity and have charged .̀Vesern Resources

or c--;:ac :-,, on Kansas Nav_rai and Riverside which is re!ated to the movement ofz"he One Source

'?:s on T'Unkline and P=:3T.

1' .

	

:..'.Sr.C

	

have ?se .:c'".udtd

	

West= Resources

	

Chl-MeS

a-d or. -':=so'-,

Riverside, .̂d Kansas Na-;al to supper. ;:e:::eries by Kansas Pipeline to Westernt Resources. I :

ewever, " -. .~.: t::°. ccr.t,- -4c:S t2 : :.̂ 2'

	

^ such Se.r.

	

.'.Ce5 3:e_ pf0'"1'eCa.

	

K ..

	

a .-S P:re.S.e S1.'--.

	

S.eS

affiliates to it have not been. :aed :Or accrc"'_'xith th.e C=.:.lsstcn. %Virhcu : 4. S the L:FStre?_ .̂

c-arEes %.ah t1 :C Ccrnraissicn. Respordems we.n. -cc authcr.-c .̂ t0 pass :::OSe c arZes LtirOu-h :0

Western Resources .

13 . The reasorzbleress of the arrarg- ::ents between Kansas Pipeline and its affiliates for

upstream: transpor-=ion has not been she-.%-n. Moreover, because of the w'av that service is

provided by Respondents a:.d billed to Wes----. Resources. i t appears . . .at Respondents also may

be double recovering a potion of their fixed costs.,

	

In other words, Re<_ecnaen:s =;pear to be

cnar~= Western Resources :or both of ::.e after-ative me:hecs ---r prov:d: ..̂: sz^ice when

::either ci these alternatives is capable c:
meeting

Western

	

rear da_. . nuire:rents .

EXHt2lT LC?-2



sern ReSCL::ces res-pZ--__': '2Cuests :'.-.=t = Ccmmission issue its

Order :

	

1) requiring Resecnde-ts on an emergene: basis to show cause why Western Resources

3 4"c ,- ;d .-.ct ce reined

	

is cent:=, .:__

	

exen. e t ?C,~CO %L`fltu cc- day so

that Wesem Resources can cct',ia =*:e-a:e

	

cr .=e re:na nder of the 799 "-95

"xinte: and ft:mre periods covered by its existing contracs, =) requi-:ng Respondents to

de-cr.s:a:e t.^st "cy E:ve ;he ahi irr to -e`, "e:r

	

cousa::ens for the amount of their

.art=-.:a ebii2s, cns ..=r. . %%~ch Wesem. Resc_::zs is nc: .e?ezsed . = .̂d 3) requiring

~Res=c-de-:s to

	

, .

	

:c

	

tieste .̂t Resources

	

d

Ceŷ l:L. .

	

=i';

	

=:.=L. .:S 'x::C' __ . .,. .

West..-." Rescu.c2s a.-d Res:c .dents a.ca.-cu-.:S '::': c^ a--e dcut:e . eCCve::es of Respcnde--+S'

Costs.

Dated : Deco-ber _3, 1:54

~tCST`RN R=SOL:CAS, LNC .

John I4. Rose. .̂' ere
cxe-R:ve Vice :rtsida:: a.-d Gere'al

CCCn.:ei
Marin J . Bre:man
Genera' A=mc,; . Regula:ion
?.O. Box 3S9. "S :S Rs.-sas Avenue
Topeka, Kansas 66601
(913) :75- :936
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CCL ,..: CF

MLrgAY
y P1i61_'C

STA^ .:r KANSAS
tRy as:

My A:=cirt:rent Expires:

Marc.-. '. 1996

A -CC~ -AJIS1N

a :

?_thud F Tan¢e:r:ar~ Lei^z dt:iy sx~or upcn .-s cata, deposes and savs that he is
:ice ?:esident_ C .̂s Su=ci-,

	

Rtset::tes, Irc. i:e:ein: ..-.at le :̂s : ead and is
.-..

	

2-_ .-_e ::. :-.e ccr
'.ce« :e__e, ir~cr. .aticn. .ard .be e :.

LrL~, 1

Kc.mrd F_ Tangeman
Assist:.t V.ce President, Cr

	

5coiv

S~MSC=ED .-%-\-D S:L'Ot2\ ;ode?..:= :-.e ::_s =3 :a . day of Dece~cer, t cc4.
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rsra..s~ .o F6~

Kansas

	

:=C::::C :ILC^_t.ntr C.:-La.:f
33=5 Len eca errve - suite ;CC
I e'-=L KS 46-14

Re: Fu-m _eriice R&Lisbilirr

~car'"~

_ .-.de:

	

C:cu= _ ..__es ---r_

	

Zsct-C-3.
3ishco =; 7C-"-Cs

	

toe cc_zacc-. :c

	

c~'.ce ='-t de.-;VC-Cs in =xc-ss c: 1=~,=CC }
tiarzas C'- _.d

	

'?-'_ac
C

	

~3rsOk ci-edne which is :..̂ .̂...̂, su-cccr- ed ,-.v -a Like 3mcura ct capacr, an

	

.-3 -SOIC.=CCr 3 Ca^aCrr,
:GEC. `Cweve, we cave nct CC. .̂ 3LIe :C de:_sine x--.C -..c Eis̀h~c .v ,:.I=ei7. .̂s have a:- , CC.-

.

	

_'.. .--
_=5trf^ Ca:3Ca;! .., SI:CLCC:

	

e'S

	

T. CCCCSS Ci $:.CCG
~

.~'LvL7i_ ;,er ca:

	

i=3C,
.39.t ,

	

=e: .::C :2-":C: . .. .'.C :: :° .' i'1 ct :v

	

~3v:.L:a: =iv cv .. : :....=s :% ._

	

. ..:C.=....1! a ax
ind 3

	

.{-S'S F:zc;:-_ 'X-as 2::C.^^.:..r.2 *0 se-:G .:C
-- .,-CG_ . :'~. ._~ .._..._ .:S ;eve :' : .-.CG 3,Drt" per n -" 'r'xiii. . . .... . . . . ".._ :C .^.:CC .. . . ".C=S1-Ge HS-:'-"-

.-

.

?'CC L..e Czmcanv =nd Tn=.c ne Cas Ccc:=arv.

	

1 West :3e.3

	

_5 r'=C. :J =C : rc.^_~ ?r:C'1: ..:_
:.=rsccr:at:C. Cn vcur

	

CGi:nes

	

-. C ' LCCC'3.-.2 Melt_. .

En testimcnv CG:Cre the K&Isas C.r-Craticn Ccrrmission ar ::.e r.̂~enr mare c---c. K--nsa9 ?:pe?ii:e and KanS
Natural ir-dica-zed through tesdmeny cc .lr. Langley tlat r..c pipelines have in piace 3:1 the firm -.-as suvcty
and -.r-.n ^nsperarcn arm.2C.^tern :r;ssary to meet W=eir .:axdrn=.-i daily cua=::r cciiF3-CrS Lhis 7+irrrC:.
C"ivCn cur ;;ZS:C."C.. ..enc--. L .̂at statement is helpP:l . Fowever, in light e[ our cver^d-.g LCeC --or assur
Seerice . 'xe :

	

_;re dCCL-ent_^Cn = .̂d wTir -.en 3sSuranccs :cm vcu :hit the CTceiines mill be ab(c to me--r
..-.eir =CMK _'a"! Ccii~a::crs'-c :r cur :.,^[:acts.

	

vcu

	

.

We view ;,.-.is as an issue of umics, importance and urgency.

	

if the pipelines are unabie to crcv:c-

	

.-
:e:-ice %y--n nee_ea _?s "xinte.^, we -rill have to ectain se-%-.c .- `eon another Ticeiire . if such servce can be
actaine^_ =r 7.;n,;i service .. some of our euserners during peak re.-'.eds. Ln. t`c !a-er c:e:a. Western
Resources . =uid ...=_^ a loss. 2s would cur :_szcr..ers." ".Vi:ic .Would =e

	

a-'-bumble :o &e
CvC.^si]bSG- .. ..Ln cr C=IIaCrl ~v J;s ::Co zice! ;rest	We

	

recue5: .::at Bic -CO	ccc :r:entancn :o
=v - TCCe~a

	

:^C:S.

	

, :!cse cf Cusiness Mcrday, Ce-cGmb-e' !Y . 1-^C-' . dt-CCct'a::.'.2 :Ca: Bis-c7
the _=;ii :: :c -nee: it3 car.:-a=:al ebiica ::crs under cur __:rent gas su~niy i-.d -..-azsccra--cr.

n2r=..̂'e.-.._

	

.. . ..-.c _"'=t sis~ce is urabie :o prc%ide sa.:s:acer! v.ide:ce ..-"a: .. . _;=ennes have firm

=/.= ='T CC?-2
=-:=Z°. cla0



-c :cry :mdc ---t==-==3. Y:==

	

~^--.�--
:e

	

2k.==r-ve 5c=-r.= :e

	

5en-icz a cur vz=-es -~z tte -rccefiLg, FaZ.c.

	

e

v:cz --~~
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Mr. W'_ndeil :: '_.-uan

	

,
K=sas ?r=cize Operating Cc=ary
332` _--eta Drive - Suite 4CO
Lce~ ii -56--1 4

Re : Cwemncod Coaumcr Volumes

:_: 'aenC_L .

As : :_ -x~:l 7eca:L c .̂

	

R. c~=cs = .̂d .-.~:.e-cu B:sccp G:cc= ccc-

	

~
..:e pz_cs ^r:YG .~_--er :o as ..:e G-:erreer se='-eat

e=ent Western Re_<curcas aid 3isnco SI,6~3,000 :n. se_:e .̂ent c: cert=..:acu:es a.-d-Mshcp
:rvv .̂'de -SC:i_:e~ :ea.'rdav _-=cr-z-"cr Se-.=

	

- .� _. :CO NL`flm Zer day =cc =O
.-.CC "5 .CrCe __ : " . .̂:: Ccccer ?! ..

-\.s a 7= - it

	

- c ;n re:ia.-,ce :r t._ '-.e . :rGSe:.==ors Ira ""a.-yes

	

,:.e

	

~'ves;=.̂.
2_sc_:cGS '-.as :__u :_ :s cc7=c c_°::.= .-.c

	

ca

	

C=__ . C'v'\G) . _ . :CG
NLvc--- ccr `v = .̂d is aY . _ .-.L:% . ecoverrz ,:_ G~-e:-scetc :a^-.e- 5-cm., cm its eserners =c=. :ts
;urc a_< ed =s ac-,us=e^t :.maze.

	

.

	

_

Base:: cn your fkilurc to provide peak supplies in

	

past. as da="'ell :a my c&er !erer of this date, we are
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We view tiffs as an issue of L"t-nost import .̂ca and ur_encv.

	

[ ::"e pipemina are u. .̂able to provide u-t
have :o cotain se .̂"'.ct
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==-= dcl v-,y voi=c ccl:ga=en =de:cf5 centers -.itl
West--:a is 99,663

	

Wcr,M's =am~~cr=ca --cl---; ca c ; ~:!s
vol=c is 10,5 :7 %0,flr,.L'd into W:c iU ,-d 1 :,783 V-,Yf3M'd Wfo 'Le
1C=sas pcr:cc Of "!-e :{s:=:s City ^e=--oi:t- ---a. tiaaas Namrm's
sales obii:a,:en to wcrwr :s 10:500 M-NEEzzu-id 'a VC ::a zd . =--
?:pc:.-C's sacs cc-_,.s:C= a West=-: is -13,73-t
pcr-:ioa of the Kansas C :ty W^'opolitan area . In add:-Eon to "t-se
:"clt:=cs, 64CO of adc.ors1 ccnc:-ef3i =aapcrricn ~s
avaEablt to Wes---=.
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~Ir. 'heade:l Putaaan
<azs,s ?ipedre Cte^ .":z Cccva .̂
3:=° _==exa Drive, :_::e »':0
'..e ::e."c=.

Deas ri eadcE:

::eccr^-cer :9, I 94a

Z.=.: Cue-seed and ::.'-. .i Ccrnact ReEabiurr !SSL:cs

3v vcL:r :e-r: ofDec=br. i9, i394, you purerea :e reriy :o the cecc..:_s eud-c is
-v Dece:rcc-'. : .1954 lene:s cn :.'.̂e a^eve :CZ:cs. Derite ":cur La:-4 ccrc=.s to ;ye crtw-~,

-
.,
: ie-,. . x~s bye? c. . 3:d av2E,";G

	

=-
.-e _s :cry of :::c ar_"irgs :=e^Xe-_a CLL -::o camc=es. !n our "r:ew.

	

=1e:: :o r=ccc
ode- - :e:V C3 Cl:: :

	

-Cut .:.e

	

CE

	

_=e-=

In vour,.̀ene:, ;cu sates that Km-as Piceline "::as never =cc: :C me-- :'S pezX d'v
obUv,at:en to' Western Rescurces. Ttat is mat the case. T:.e fact is :`at on 7=uzq 1-1 and !3,
1994: K=_sPz _:pe:me was u:.abie to rz-vice Western Resources its .-.cmizzd vciur:es under is
:cn-es w=:.i ;&r;ct:s 3ishcc Crcup .....̂r::es. According to <:OC, .-.G rearm -cr its =~bi!ry :o

L.cc., .:.e

	

..-~s cc-. :csscr prble.:s which ccc.:.red on

	

Tru-zicke Chas

Ccmca:I .: s:re-L Since we ^ave cee..̂

	

:o !earn of any :node::. CC. T=_<:::X Which !r.: to
C: fIrm 52r/tC~ L .̂ 12rLa.^/, i ::"A, we have corciuded '.1 ".a: VCCS service on 1nlrkare

was ::~G..̂ .:vL" .'.lG. The use of irLG .̂ICCu1G '1CSaiGafn u'HI'SAOC:aiaCnt to SICCCG :1--1 dG!:vQ:es is
.,at cCrssent xit~ geed ceerar:rg prac'ce or trduszf standards . .̀Vc are ccrcemed a~cut
whether you are using sterrupac!e pipeare service to support celiver'.es under your ii M coatr-scts
with -is.

You b:dicated :n response to our reuability concerns that Kansas P:pe~ .ne now has
Cbra:red 30,000 .'VCVMrt per day offirm gas from One Source 'on Pa. .̂hard!e E=aern P::e Le
far c -cal deuve:-/ ,a Kansas P:eeane.' %'ti;ile :his has bee-. d:s:.ased v:tta us. we ; "ave never
seer '-h.e a_. e=c-.ts xita Ore Scarce a:.d :ave :rs,Eceat ir.,cr.-ar:err. to zLlc ";; us to ccrc!ude
.at de::":eri ciOre Scarce 3as is any snore assured than the supplies which were disrupted lam

tanu-^+. We are also concerned about :.:e lack of evidence :!"a: ycu
transpcra-on :o assure that the Gre Scarce gas wiH be deEvered to Kansas Pipe when needed
:C ser- e :.:.. !cads.

.c .s . and

	

unaddressed 1y vcL: :e-er, :s ::.e a:=ent
.. :e:sc.-sc-- ::en of 3ishep Grcup

	

As I indicated in my esr::er,!chef, it apcears to

?~~. ,91.n =t::q
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Bishoo Crcuo :s CC .̂t a;

	

";y cbu=ed to deliver.

A,s you cow, re abilivi has always been a ver-Y imcortart ccaside:icn :a our dettittp
with Bis-co. %aereiere. :::e c--ntrcs stated :hat serice ' " ^de: "_.e'avrr`e=s 'sail at ail dtsrs
.are cncr:-+ :o ==_111 gas :._sccr-.ed by T;.snsccrc :c: -, :v otter aar-.,. . . . .

	

T s langimsc
W'OWC assure

	

even u you were Oversur�.nced " '.~ ..a._°~
rr:on:i on your system theyeav dc-asing are likelii.ced ofctrtailment. :1cweva, we now
u=de..sa.-.d that Bishoo agre-eme :ts with other LDCs sired after cur Ococer, 1991, agree
conta:n'.anguar2e which :s viratally identical to the quoted !angtrage. CotLseque:nly, we are

about toe cr.cr::r or cur se.^+ice on your syste=&

. .

	

?"ere:: : :-_ c1-ac t-+ .err each Cicec.. .̂e frcr .̀e lC_-s~s'Ok!a . eca ccr;:.. . :e 'lfaser
Cast' a:.d _err.. ".taste: Gas" :c Kar-a C'-,

	

?:cv-'.dG
and e...̂ rep.

	

s:_d:es.
'_ .

	

Copies of all c= system _as rurc:,,se c-ruwcs which support deliveries of gas
:o '`faster Gas" :err resale in the Kansas City area

_ .

	

Copies cf .'1

	

e_--ve cr-t t.-scracen aceemems 'for Lvt:s-ue:3m
:.-.ssre7at:en i-.d s:crage se:-,ice ( ::c:udir3 carat:rv lease acCe "_ra anal
seasonal extra._:

	

which:.:pp= cCiive::es or= (ecLk sales and
.:a.saera '.or.) :. . =e tiaaas C:-+ area .

-.

	

Copies of ail contracts which ebiigate B:sh-cc Group piceiines :e provide

	

.r=
::a.^sceraten :o ;�e :C-sas Cry area . irose con::aes may be re^ac:-a to
eiu:ina:e customer idezti cantos and other prccr:e:arf inicr.-zdcn not relevant
to your delivers. carab:urf .

As stated is my ear' ,'er leaers, we view these ite.;s as iss,:es or u=s-, imcortance and
u:at .̂c+ . We hereby request that Bishop de!iver decu=e^tation to our Topeka general offices, by
close Cr :usircss F-day, Ja::uar+ 6, 1995, dentcns-mating :!:at Bishoo has :::e abWry :o

	

its
ccncac-n:ai cbiiga_cns under cu: ate. -:^ea. Cinder t::e ti:che agreements =e:wee: Western
Resources =d Bisice. Bishop has :'.-.e obligation :o deliver 83 "663 NEENGat :e: day to W,!9a=
Resources. During periods of peak demand, Bishop's de:ive.'y obiigascr is "Icreased by 6,1100
',vf vfBm

	

tie te. .̂.s of :.he Overspeed Atieeme:.:.

EXHS:? C:=
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TO :

	

_ill Ercwn. 2 ; 11 E :i2scn

FROM :

	

Rick 7 arce.mar., 91 -3-575- -,910
Gas SuCp1V, 4, 11 Fccr-. G

DATE:

	

December 13. 1994

SUBJECT:

	

KPCC Capacity Ccr.cems

CC:

Gaso_vService
!NTEz4AL
CCRRES-CNCENCE

At the meeting this afternoon, concern was excressed accut the secunty of the 6.000
mrnbtuid overspeed capacity being avaiiable during ex-.=-me load ccnditcns. I also have a
concern about the availability of the total purchase and ::_nsecrt vciume ceing available during
extreme !cad conditions. The following is a breakdown Cf the C2--acity on the KPOC pipelines
as incicated by imcr-,aticn 5ied ir. 4:e cases at me :CC:, oral =c.-RC.

ihe above capacity figures do not contain :he 6,000 mmbru/d of overspeed capacity, nor
does it contain capacity for others such as United Cities. :he dr"erence between the KANSOK
capacity and the KPP-Zone 1 capacity is the original KPP contract purchase of 35.000
mmctwd. This purchase was oriciraily served with firm capacity off of PEFL. Curing the failure
to meet requested volumes lastwinter, I got the impression that it was being served with IT
capac:ty on FEPL and Trunkline._i.e ., forward haul on Tnunkllne to Tuscola and backhaul on
PEPL .,cm Tuscc!a to KFOC's Master Gas irterccr : . .̂e`t . 7here may have been some IT
forward haul on FEPL from Haven to Master Gas also . I don't believe :here is enough gas
available on the Zone 1 pipe to serve the 35.000 mmbadd demand and I question if the lines
have enough capacity even if gas was available. Therefore, some corrcination of PEPL IT
capacity is probably planned for this winter also .

If, as a part cf a settlement, we could cctain the west tog of the Zcr.e 4. pipeline and
eliminate the sales and transcort to Wichita by KPOC. &e 21,10 mmctuld of capacity would
be e!!mirated from tre Zcne 1 capacity and the KANSCK cacacry. That would allow an equal
amount of the ongiral 35,000 n:mctuio to oe cameo as firm on KANSCK, with only 13,900
mmbtuid to be carried on IT . The Main System has :re capability of delivering the 21,100

EAH-BiT CC-P-2
Pne __ ft , _q

P;rciin cafes
(mrhct,:.d)

WR .A^curt
(mr-c.^_id)

VGE A^runt
;mmmuid)

KANSOK 95,000 48,688 46,3'332

KPP-Zone 1 130,000 E3,6t:3 -16.332
(was KNP)

. . . -Zone 2 108.900 E2.Sc8 46,..32

RIVERSIDE 130,000 23.668 46.332



rump;-:d to Y?chrta and the t1SCO

	

of the remairmg KC area purcrase. T'~e 8' !Ire
`tern c-c :vey :c Wichita sncuid ce acle :: cami at;cut 2° .C~CO - 3O .C00 mmctuid. ..e avo n'
5nes ,,-m htc=hemcn should have a cacacty of about 'C.000 - 75.000 mmetu.d eac. .̂ . :f J :e
de :iver/ of ;h:s 35.000 -met,";a was ci:s'et py the eiir-.ira ; cn of d'e System Transfer yc :urres .
;he overall LZC !caa cn the Main Sys;em would remain about '-l-e same. With ;re nigner
cper-. .-.g pressures exceced witlli tt-e .1.1arket Center. deliveries c-uld possibly be made
without additional compression. Tl.e west lines should tie into the Zcne 1 remaining pipeline
scmewnere near Thrall, so that rte 13.PCO mmbtuld of gas delivered from the Main System
ccu!d t°_ redelivered to the KC area .

With this arrangement KFOC would retain a full demand cn KANSOK and only Iccse the
21,100 mmbtuid haul on Zcne 1 . Assuming the KCC would approve any settlement and allow
WR to recover additional costs in rates. tlis would also be a way for WR to retain a portion of
the System Transfer revenues I expect is !case in the near future test 2.9 bcf annually vs 6.9

Id alsoo

	

~..

	

1 .bcf CLCendy) . The KO area %.isiGT.ctS wC;au

	

oV.a0- .v.6"0--V-C- auli:v..L. :' .. .cC.. ..c , e1== JWrw C

	

..~.pl
insteac of the IT which I believe is currency used by KPOC.
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NL. mania-. L. Eiia_"ca

We------a Rcso=.es . T.n.^ .

? . C. Box 339
Tc,exa, %Z^e1i 6C-6C1

De=- Bill:

SA \ f A1

	

7171 Lt V 1

	

J . _ 1 A C1 "7O

	

i

_ r v t w

	

~ ~

	

~ i

	

a ,

Jaz a y 6, 1995

Re:

	

~es'ewsc to Yci:r __._r ofJr=cer 9, 1994

Sent ra Facsiwfle
013) S75-640S

In =.c abse= o: Wee

	

,. ?-:'- - (:o .v--c= , = :`-. .. __ De_. .___ '_4_

	

lcc "
was addressed),1 Sat r.sacccing i-it ally to your Last eeresocn^ence . While ray letter is
not in-.rnded to fully set :c-a ct.: zcsition, the Comrazy +_e e:,a .~ ;°tag to whom rest:ozses
should be forv+ardcd. 71his is ceczssary since you chose to file a complaint with he
K.-Ree Corporation Commission prior to January 6, 1995, :he dare upon which you
sec_ested a response . In any event, curtain ='"U-nation you have :quested s coa^dential
anal propr."e:ary in na^ur:. To ray 1mowiedge, no contractual provision rei;uir:s a sh= :̂ng
of -.at iaferrn-lion. If you aro wiili::g to execute a ccnndca~_Iit; agreement relatinr to
any :.ache. inf°or=a^don .rovided, is -rill ssis-, ;t:e.Corapzwy's eval-tion of to w}tot= to
res-ond. Please advise if such an as.t-wt's acceptable to yc;L

Finally, while anpropnate responses will again be provided to you andior 'he
KCC, it is cut position that tae !~sis of your tercnt letters and complaint are unfou^1.1 ed .
We again want to assts you of our physical and conrracn:31 abilities to men. ill of our
ec::galiors. The volumes of gas dclive^d in :`cent days is r-=est.-d ;.roof of cur ail::y
co =cr c
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Fete 37 et 40



~,1r. Will;,,C. =?:&son
Jam:ary 6, 1905
Page Two

DJDlsw

I took :On".ra ".c :.Vc6Lt :! ~Aith you in tyc fm=.

Sinccriy,

David J. Tavis, Pl.
Vice Pr.tident, Oce--.dc=

EX!-09!T CCP-2
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fir. C_. .d J . Davis
Vice ?resident, Operations
Karsa ?icedne Operating Company
3125 - tnexa Drive. Suite -100

Kansas 66214

Dew "̀ _- . Dads:

RE. Overspeed and Firm Ccntrac: R--:iabiiiry Issues

-is respcrds to your :ener ci:a.-.-are 5, 1995 e;, the above ma-en Bill Eaason a out of
the c =_e :::is week. I am writing 'm order :o ex-,ed ::e our resoorse :o vou. We cccd-ue to
recui:e -formation that would provide us the assura:.ce that the i3is .00 plpe:ires rave both
t:arls-_'ss :on capacity and aas supply tat viii allow them to moor their ccrtraeual and utiliry
cb : ::az:. .̂s to Western Resources er, peak day . Such information is essential to us so th.:t we can
<e ="=s :: :.geed :o ~i{ll = __ zz::crs :o cur -servers.

'Ne fired cur complaint _.

	

e KCC cue :o KPOC's fai:ure :c provide a s.:21cent resperse
.. . . ._ ._-._: cf Dece^be: i 9 . 19ca `''cur :a-.uzrv 6 . 1995 !e-e- 5',-.c;" demors.:es -hat we were
=e= :o e.Ype^ that no informadcn would be forthcomin¢ :n a ti.T.e!y manner xithcut -esor, to
. .̂e KCC ccmpiaist procedures .

	

A are

	

ng, however, :o work wi, you to rescive _is sane:
wit;-c-.;: :ideation.

:n an effort to resolve reiiability issues, Western Resources is willing to sign a
conzd=.:; ai:ry agreement related : ;, any iniormafen which KPOC pro-,ides as you have
sueees:-_-d. To that end, I have irc!uded a signed confident:ality agree-ent with this letter. If you
will

	

the information :ecuer:ed in .:.v earlier letter, we will, ucen receipt of all responsive
mare-a. 4zie a pleading with the KCC asking it to suspend for 10 da";sits inves:ication of our

concerning your abiiir :c meet your nr-r service obligations to Wese-n Resources . L°
the Mz:erials satisfy us and the Stn_= :hat Bishop can meet its oblieat:ers to Westem Resources.
we w:3 :--ea4iately file a dismissal of that portion ofits complaint that relates to the reliability of
Bis~-.c= : service to Western Resources .

:'.:e mater::al that we need :c meet cur reHabiliry corce .:s is as 'cilows :

3C. ieq
xu" " "" A. _.:

Sent Via racsimiie and Regular Nfail
(913) 599-=5r`i

cacaci^: for ez_ , cipeine ft-c:n :`e Karsas;OLa~cma ber;:er :o "Mser -ass
and iiom 'Maste: Gas' ;c K;�sas C;n . P:ovide supYC,:: .-.z dec.:Menticn id
engineering studies .
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Copies of all CC-system =S -*-z.. .̂ase Ccnt.'=s which sui)CCR

	

C:ive. .̂es of mas t0
'(asterl.-LS' .°cr rcaie is : e Kaazs CirV area

_

	

Copie =f ail

	

aarsac=cn arrr_-.^.e= fcr
3.c='

	

:we ...-. .~ ...=:.i +~.:.
ctci)anae =rtan¢Pna=s1 wiuc^ ;LIport de:ivc:es ofMS (bcta sales =d

Copies of all ccccac-s t.'.at cc'=e Bishoo Group pipelipes :o prov!ce area
supcra=on ;o me :Csrsa_s C':y area. HOC may red3C. =ese ccc^--s :o -ire
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TO :

	

E;!I Jchnscn

FRO:' :

	

Jack Rdbens

DATE :

	

February 22, 133i-

SUBJECT: Kansas pipeline etal . Proposa!s

CC:

For example :

INTERNAL
CORRESPONDENCE

First, I rind Putman s February 14, 1991, letter very contusing in that the contract o:PJine does not
match most of the contract dra"s that he presented.

Second, 1 see no need to rush these negotiations and execute contracts by the ridiculous date
of February 20, 1 0-9111n tad, as I will comment below, there are many good reasons to go slow
and in some cases, not go at ail.

Third, we need to know why this consortium chooses to contract as KPP in one case and as
KNP in another and as MKP in yet anotherf How does that relate to supply integrity and
sourcing?

Fourth, tArv contracts provide for purchase volumes to go to Wichita-29.5 MMM as early as
t t/1/91 and 21 .1 MM/O to begin 1/1/93 (2 .555 13cf and 1 .825 13cf annually). Wichita currently
absorbs KPL's main system gas that is excess to the main system. I believe KPC's proposal
would push out KPL's gas and not necessarilyWNG'a gas as would be the apparent intent 7his
is craicat 2nd needs to be thoroughhjr explored and plenty of 'cushion needs to exs'. to protect
KPL's own Wichita market. Also, WNG is shipping KPL's gas for 18c . KPC should be required

EXHIBIT CCP"3
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outline contract cr~mment

#3 KNP 8 M�1iO KPP E.4 ta:P vs . KPP?

#4 KPP 2M"A/0 not attached

#5 MKP 20 !.'. .̀1,'O MK.o 84.2 M&W 20 V.S . 84.2?
or KPP 21 .1 hW/D MKP v.s . KPP?
or KNP 21 .1 MM/D M0'v.a . MP?

#6 KPP 5 MWO not attacked
#7 KNP 5 MWD not attached
#8 RPCLP 84.2 MM/O Tpart 84.2 MM/P arached



t : -.'range no more than 18:. 7o do ctharr.ise would be unaccrcmical . I had exploted tr~ w .-th
vem several times and 24C was as tow as they would go!

F;°h, why sign contra--s new Lha ", dent start t:n : :l January, 1993! Th's pre empls KPL's ab:; ;y to
fcr7ulata and negct:z!e a new fexible arrangement with WNG Icr cur irr:ure busi;eats
re'ationsNp . KPC is t ;̂inŷ to tie up KPL and apps.enCy KPC must be!:eve they have firs : ti5ht
to KPL's market .

Sixth, our conversion rtghts for November 1, 1991, is 6%. If that is all absorbed as conversion
(transport over WNG), Oat represents 21 .4 MM/O and our Masa contract already commas 15
M!.t/0 of that 21 .4 MM,'0 which leaves 6.4 MMIO, wfiich if used as a reduction Instead of
conversion is worth 27 MIND that could be assigned to somacre like KPC. The proposal !nom
KPC of 29.5 MMID for VAchita, plus 4.2 M.M.iD Icr Craws adds to a total of 33.7 MM/C) with total
annual volume- of 2.920 BCF. This exceeds the 27 1hiM/O and 2.340 BCF levels that would be
allowed .

This, of course, also leaves no room to bring our new Oxy and Amoco contracts 'into the told'
as a permanent conversion . It leaves them out in the 'cold' and relegates them to continue as
an Interruptible service . I would not think that leavine the A"necc and Cxy contract arrang?me :b
as in:erruptible is prudent or in the spirit of those ccn:ract Se' .aments .

Tt:a decotad calculations are as

	

a

.C- x 130 , 21 .4 :'.WO
365

	

-15.0 Mesa

6.4 MMIO (3651 . 1 .8% left
130

1 .8% of 1500 = 27 MMIO peak

134 000 _ 356.2/1500 - 23.75% L.F.
365

27 x 365 x .2375 = annual allowable = 2"n*0 BCF

Seventh, why are some of KPC's proposals termlna:ing in 2003 and some in 2004? . . . (not a
major point)

Eight. the 35 MM/O Kansas City, Kansas contract is to be revised and extended, Additionally,
KPC proposes another 21 .1 MWO for Kansas C'ry, Kansas . There are times now when ft is
diffcutt to absorb the exis5ng contract in Kansas City, Kansas, and to increase this volume will
make it even more difficult 01 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 for flex and
reliability purposes . The operarng people chill find it harder and harder to serve Kansas City,
Kansas with some WNG gas-the WNG volumes will bx too small for good a:: eration . We have
reaeed the reverse argument that sponsored KPC In me first place - diversity of supply. K.DC's

2
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proposal p:ar.es L'1HG c. at cera:rt key andr.::-_c de!;very points that serve e large dis,:rbv_ n
network. Several delivery rcims are needed to serve a ne:.vork as large as Kansas Ci ty and KPC
is trying to force ineir gas i,^,lo this network al c-.'y :wo points when LA,e system needs gas
flowing a! 6 to 7 pc:r :1s s: .-7u!taneously. If KFC had zupp?f at all of WNG and PEPL Tas, l�en it
might work -- but trey d;, .^,'l.

Ninth. we just l:nished exec;a:ng a contract with Pan~and;s Lhat converted one-haff of the Kansas
load to firm transport backed by a good Phillips sucp~y cormact. Osawatomie and Paola are part
of that lead . To give that toad to KPC new would be to thwart the current suppy arrangements
which will create contract difficulties .

Tenth, the follcising comr°ents dea! specifca!ly wi :h L'ta proposed contract language.

Amendment to August 8, 1988 KPC LP. contract which provides 35 MMID to Kansas City
Kansas.

"

	

Old 3.1 provides term to 1/1/53 and one year rollovers.
Afrended 3.1 prc";;des October 31, 2'005 term and five year rollovers.

%','h-;, :s it necessary to ha-.-e a term this long (12 years)? Ail of our oontra--Ls are for five years,
eve:, our WNG relationship . This gives KPL Pexibili`y, and it is clear KPC wants to control and
[: . : t KPUS fex!bility . On:y t.e Amoco and Oxy ccruac's have long tears and we got a big
d:scc~.,t for that! This 12-year term and Syear roi!-ver does not seem prudent to me.

Old 4.1 - Sc1Ier's tl'.3R and Exhibit A is prcvjldad.
New 4.1 - Exhibit A is removed - now Putman does not have to show KPL his guppy or
transport contracts. I think KPL needs to have the right to see the integrity of the guppy
arrangements his depending upon! WNG generaI.yshares this kind of data with us but
Putman has always been se--etlve. This do=s rrt seem prudent to blindly depend upon
Putrnan's group.

Old 5.2 - Price = orst T Pied margin of 4c.; or KPC's COS rate determined from true
costs oy KCC - but such rates cannot excee

	

LSNG's FR-t3 (2) rate -15C.
New 5.2 - They have removed the WNG cap! They have addedthe obligation for KPL
to pay gathering and transport costs with no :mh so he could arrange the most expensive
gas that's out there and KPL must pay. This is ludicrous. This would be imprudent on
KPL to agree .

Old 6 .1 - WNG month statement on approxiTatety the 5th, pay in 10 days; KPC sends
measurement record to KPL each month .
New 6.1 - minor changes - okay.

OId;TIew 6.3 - invoice addresses - okay.

Old 8.1 - 35 MM/D and 3.033 Baf/yr .
+

	

.3

	

additional grandfater.
3.3333 total

KPL market conirots .

EXHIBIT CCP-:
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New 8.1 - Okay to re!er to 14 .2 but KPL needs right to refer to what KPL'3 market wid
accept! This languaye reeds to be put back in .

Old 8.2 vs . New 8.2 - Buyer shall gave as much prior notice to Seller 'as the
circumstances ba.'cr ecre sea~e :~_! :ng MOO (35 :'.!vr0) . Tris is too vague and KPL
has the right and ; .̀ : needs to get its 35 MWO rate whenever it reeds it!

'The remedies recited in ih!s numbered paragraph sha!I be the exclusive remedies
available to Buyer uncle ; the circumstances cited above.' KPL is limiting its liabilit/ in the
event it fails to pedcrm.

Again. KPC is reducing Ihe'r responsibility by adding language on p. 5 ['laaure . . . faciNies] .

This would allow Phenix to transport KPC's gas and have freeze ups - their line carrion more
liquid and water vapor then most other major pipelines, and this increases our risk of interruption
in mid-winter when we need it . Also, i( KPC fails on WNG's peak, WNG has the right to penalize
KPl!!!

f ", would be imprudent. fo; KPL to let KPC put KPL in this risk posture!

"

	

0!d 8.9 - no TCP .
New 8.9 - puts KPC volumes ahead of WNG volumes and ahead of all of KPL's other
contract volumes !:cn Amc:o, Oxy, Mobil, etc., etc.

Thls is as unre2sonat!a h= ::k that KPC has asked for!

	

It would be imprudent for KPL to give
KPC this exclusive first r:y--t.
"

	

Old 14.1 - 3 year Icad profile.
New 14.1 - revsicn is okay.

New 8.10 - KPL n-."": de!:rer KPC's gas to Irdustrlals in Yyyyandotte County. Also at the
election of KPC t1-ay can demand that KPL deliver to Industrial's or for KPC's suppty at
Pverside interc~rr'ad and deem it to meet this argument or KPC's Indistr!als
agreements . So if Kansas CiCy, Kansas cant absorb the gas -'h can go to KPL's monthly
load . (How does KFL's Riverside

- this added 8.10 paragraph is okay.

The following comments relate to the proposed amendment of the January 15, 1990 contract .

"

	

Revised 2.1 - okay .

"

	

Revised 3.1 - term :s to 2005 - I think this is imprudent to have this long of a commitment
The WNGcontras and KPL's other regular agreements are not this long . Only where we
get a discount (Oxy and Amoco) does KPL have a term ever five years.

"

	

Revised 5.2 - same price language as the amended KPC contract - I feel these price
revisions are imprudent as i noted on the KPC contract

4
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5.3 -This is KFL's pry=e pro;est:on lid that KC is so eager to elirr; :na:e which would
expose Kr "L to sL~stantial costs well beyond other more eccncmiz alternaUves .

"

	

6.1 - okay .

"

	

6.3 - okay .

"

	

8.1 - okay.

"

	

8.2 - prior notice 'as circumstances permit - vague - I have the same comments as the
KPC contra :. KPL is paying for the right to dem2nd peak service anytime -just like our
PING & PEPLs::-:ice. The problem is as us- :al, KPC wants a break on its performance
requirement.

"

	

8.3 and 8.4 " same comments as KPC contract .

"

	

-8.7 - probably okay.

"

	

8.11 - first priority as KPL's supplier is ridiculous - I have the same comment as on KPC
contract.

8.12 - okay.

"

	

14.1 - clay.

General comments concerning contract format:

e

	

For_~eneral reference, 1 have n- ,mte.ed the contracts 1 nrough 5.

"

	

The five ccn!racts are very similar er.-J most of the langusge is Identical.

"

	

Contract #1 (KNP 33.7 NINV0)
"

	

typo on p. 4 : 33,500 should to 33,700
-

	

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

	

page 6: 'or civil disturbances ; . . . whichever is less, Seller shall to
obligated to immediately ...' (should be revised to read like the other
contracts for consistency) .

-

	

page 6, four lines from bottcn - the word 'guaranteed' was omitted.
-

	

page 8, paragraph 8.13 should be revised to read like contract #2 for
consistency.

"

	

Contract .'2 (KPP 8.400 MhVD)
-

	

make paragraph 8.13 in Contract #1 read like this paragraph 8.13 in
Contract #2

"

	

Contract #3 (MKP @ 64.200 MWD)
"

	

addwords -for Buyer on pate 2. paragraph a-1, line 5, after LP.
-

	

page 5, line 8, typo 84000 should be 84,200.

5
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o

	

Contract #4 (KPP @ 21,100 M&V(D)
" .

	

page 2, t.'ro lines from bottom - line should read 'amount up to the
maximum sagas margin rata authorized for Kansas Pipefre ._'

"

	

page 5, line 4 typo, 21,100CO should be 21,100.
-

	

page 8, last lire should read, 'and such dalvaries shall be deemed to have
teen made intN State of Kansas, and vice'. . .

e

	

Contract R5 (KNP @ 21,100 ftliyr0)
-

	

no typo or lotmat comments .

Ccrrtrecf shortcomings or unreasonable positions:

Contract (#1 - 45)
e

	

Term - 2003 or 20N wfS year rollovers
-

	

This is too long a term and hurts KPL's flexibility.
-

	

5-year ro"overs is also an unreasonable hock which thwarts KPL's
-

	

^exibility and options. k is obvious KPC is attempting to 'tie up- KPL and
control KPL's ecenomic options.

(Delivery Points - the existing Wichita load will have difficulty in supporting this
contract vri::!a at i~a same l:me a!:ovring room for KPL's ex:sling KGS contract and
the WWNG d:scount transport contract which moves 12-16 BCF/yr, of KPt_'s own
gas into t;e Vi'Ich a mwiicet This interference should not be permitted . i t would
be imprudent to setup another supplier that forces KPL's own gas out of Wichita.
This ce::!d cause major take or pay problems with our :!esa contact and our
Barber County produc'cn through KGS, not to retention the diseconorucs of the
KPC proposal .

Price -th:s is the most ebus?:e article (for all five contracts) in the entire proposal.
-

	

There is no lid .
-

	

Seller wants KPL to pay whatever the third pw -̂y gathering and transport
costs are as arranged for by Seller,

	

This Is a tlank check - he could
arrange for the most expensive service as well as direct that lucrative over
priced business to his partners . In practically all of the supply deals I put
together for KPL" the supplier pays for gathering which can range
anywhere from 10c to 354 which is no small add on! Also, it has been
KPL's policy that 3rd & 4th party or second and third tier transporters are
excluded from force majeure exemptions in this contract; otherwise, KPC
could set up a chain of transporters and that not only increases cost to
KPL but the likelhood of performance failure for which KPC would claim

"

	

exemption and KPL would go begging.

Ouantity - the abili;f to absorb these volumes must be studied in great detail - tat
example, Seller has generally proposed to deliver all the gas which in many cases
represents a very large part or the market (d not all of it) at only one delivery point
while five may exist to meet the diversity of the load. Cramming all the gas Into
one point when it used to go to up to 5 points can create a distribution problem.
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a:so as to the Paola a.^,d Osawa:cmie proposa:s that are currenLy
ccrrmi:fed under the PEPL conractt, it will not be until November, 1992
before we can amend the Panhand:e contract and reduce tables from

KPL has a PM.Iips contract that replaces 112 of PEPL now. It would be
im,r%;dent to displace Phillips with KPC. Therefore, I suggest we consider
geeing one-half the Paola and Osawalom?e load (the PEPL pan) t0 KPC but
not un:,l Noverber, 1992. This should be studied further, hovmver.

this last sentence in 8.1 should exist in all contracts or amendments.

paragraph 8.2, last sentence, can be construed (and it would be) by KPC
to deny KPL the immediate necessary .action to get the peak volume when
it may need it for rapid load demand changes. KPL is paying for a peak
service that it should receive on demand. This is another attempt by KPC
to make life easier for him at KPL's expense and to sell a subtlety
das=riled inferior service at a premium price.

paragraph 8.3 apov:s the Phenix pipeline (which I consider less than
reliable) to have freeze ups that interrupt KPL's ability to serve KPL and
there is no compensation to KPL - just a phone call that says cops - "force
ma;=ure' on Phenix.

The last sentence of 8.3 removes KPL's right to sue KPC for damages
Eeycnd replacement costs. This is objectionable give the vague
pedocmance commitment KPC has made in this contract .

paragraph 8.4 ag--rn allows an escape based on the poor performance by
ethers related to KPC's supply efforts. The last sentence of 8.4 is an
escape just like me last sentence of 8.3 .

paragraph 8.5 is another attempt by Putman to put the burden of bad
variance upon KPL when in fact he is to'supply the market demand'

this is the service we get from PING and Panhandlel

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

paragraph 8.11 - KPC wants KPL to agree that KPC's gas comes ahead
of MG or PEPL's gas. This is unreasonable and represents another
typical Putman hook

paragraph 13.1 should notbe construed to prohibit KPL access to its peak
volume when it needs it to meat demand.
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paragraph 8.12 for contract 3&4 - KC, MO & KC, KS market demands are
proposed to be used to back . each other to absorb KPC's gas. a.gin,
KPC seeks preferential takes fr .^-m KPL and special access to KPL's !cad
patters at the expense of KPL's other suppers in the area, namely WI4G
& PEPL . This aspect of KPC's contract shou!d be so noted, taken ir.!o
account and weighed on KPL's side of L'te ledger.

paragraph B.13 for contract 3, 4, & S - provides for an unfair e!evicn by
seller that Is really a large hook into KPL and its market. Seller wants a
large KPL commitment now with a seller right to withdraw its proposed
s-pp!y by May 15, tg92, which leaves KPL about 1/2 year to make other
arrangements!

This is also likely to be the time frame KPL will be negotiating w'.th WNG
for a new relationship to begin 1/1/93 . KPCis attempting to interfere with,
th-irart and entangle KPL's process of dealing with the future relationship
of its major supplier, WNG. This is very serious intervention .

The entire tone c(8.13 in the proposed contracts with a 2004 term, is very
d clorW and manipulative . To give seller the right to double the &7 .2
Mf.JD to f: ssouri, to double the 21 .1 MMJD to KC, Kansas on t%p of the
original 35 MM/D bringing the total to 77 WIND and to double VvSch?.a's
21 :1 IJ.!v!/D is absoi~'Wy a license to control KPL

The construction time is well taken and a perfect excuse for the positioning
that KPC has taken, but on the other hand, this is an attempted shotgun
r-narriaba that very efteclively elirnina:as KOL's flexibility and diversity and
supply planning. By the time KPL learns Llat KPC's proposa::s are ill
planned and uneconomic, KPL will have precious little time to deal with
s~ernatives . It would be imprudent to (1) sign these three coniraCs the;
a!low this control and (2) to permit this broad o1 an option to seller in any
case.

It would be easier to consider hooks like this if price was attractive, but
price is not attractive at all in these proposals. Frice is another big hook
in these proposals, which provides for a KPL blank check as to transport
and gathering costs and absolutely no incentive on KPC to buy
economical packages of gas. They simply propose to pass on their rusts.
The only half way prudent cost component of their charge is their own
transmission COS as determined by the KCC.
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