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SURREBUTTAL TESTIMONY 1 

OF 2 

LESA A. JENKINS 3 

MISSOURI GAS ENERGY 4 

CASE NOs. GR-2003-0330 AND GR-2002-348 5 

(CONSOLIDATED) 6 

Q. Please state your name and business address. 7 

A. Lesa A. Jenkins, P.O. Box 360, Jefferson City, MO 65102. 8 

Q. By whom are you employed and in what capacity? 9 

A. I am a Regulatory Engineer in the Procurement Analysis Department with the 10 

Missouri Public Service Commission (Commission). 11 

Q. Are you the same Lesa A. Jenkins who filed direct and rebuttal testimony in 12 

the consolidated Case Nos. GR-2003-0330 and GR-2002-348? 13 

A. Yes, I am. 14 

EXECUTIVE SUMMARY  15 

Q. Please summarize your surrebuttal testimony. 16 

A. My direct, rebuttal and surrebuttal testimonies provide support for a 17 

disallowance for excess capacity for the Kansas City and St. Joseph service areas for 18 

Missouri Gas Energy’s (MGE) 2001/2002 and 2002/2003 ACA periods.  MGE did not 19 

adequately evaluate customers’ natural gas requirements for a peak (coldest) day.  As a 20 

result, MGE purchased more capacity than it needed to meet its customers’ needs on a peak 21 

day.  Staff evaluated the cost of this excess reserve margin and recommends that $2,041,931 22 
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be refunded to customers for the 2001/2002 ACA, Case No. GR-2002-348, and $2,015,661 1 

for the 2002/2003 ACA, Case No. GR-2003-0330.   2 

Staff evaluated MGE’s plans and documented its concerns with those plans and 3 

explained why the Company’s methodology for calculation of peak day requirements was not 4 

reasonable.  The analysis that MGE relied on when making decisions for the 2001/2002 ACA 5 

period was summarized in its 2001/2002 Reliability Report.  A summary of my concerns 6 

with the MGE Reliability Report and its capacity planning for the 2001/2002 ACA are 7 

summarized in my testimony regarding MGE’s selection of peak heating degree day (HDD), 8 

MGE’s calculation of baseload and heatload used to estimate peak day requirements, and 9 

MGE’s failure to evaluate requirements for each service area.   10 

MGE witness John J. Reed does not comment on the MGE 2001/2002 Reliability 11 

Report, but instead does an after-the-fact review of MGE data.  My concerns with Mr. Reed’s 12 

after-the-fact analysis are summarized in my testimony regarding his selection of peak HDD 13 

and his calculation of baseload and heatload used to estimate peak day requirements.   14 

Since MGE’s methodology was unreasonable, Staff had to calculate a reasonable 15 

peak day estimate.  Staff then used the estimate to quantify the costs to MGE’s customers.  16 

Staff does not state that there is only one reasonable method to estimate peak day 17 

requirements.  My testimony explains why Staff’s analysis of peak day requirements is a 18 

more reasonable approach than the MGE analyses in its 2001/2002 and 2002/2003 Reliability 19 

Reports and the flawed analysis sponsored by MGE witness John J. Reed in his direct and 20 

rebuttal testimony, an analysis that was conducted only after the ACA periods in question.  21 

My testimony also explains that Staff considered more than one method to assure that its 22 

estimates were reasonable by conducting several regression analyses and by considering 23 
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alternative methodologies of estimating peak day requirements.  All of this information and 1 

Staff’s analysis is based on information that MGE knew or should have known at the time it 2 

was making pipeline capacity decisions for the 2001/2002 ACA period that continue to 3 

impact subsequent ACA periods.  4 

MGE witnesses John J. Reed and David N. Kirkland stated that because two contract 5 

decisions were made prior to the 2001/2002 ACA period, Staff’s adjustment was not valid.  6 

However, a prior decision that increases capacity in the 2001/2002 ACA must be considered 7 

when MGE contract decisions impact total pipeline capacity for the 2001/2002 ACA period.  8 

Although one MGE decision impacted sixteen days of the 2000/2001 ACA period, it is the 9 

2001/2002 ACA period, an ACA period that begins July 1, 2001, that first bears the full cost 10 

of this contract decision.  In evaluating prudence issues, Staff considers the costs (damages) 11 

to customers that are incurred as a result of MGE’s imprudent decision making.   12 

MGE witnesses Reed and Kirkland refer to comments that Staff provided to MGE in 13 

prior ACA reviews.  However, they fail to note that I expressed concerns with MGE’s 14 

documentation related to its reliability analysis in the 1999/2000 and 2000/2001 ACA 15 

reviews.  Staff is providing its recommendation in these consolidated cases for the 2001/2002 16 

ACA and the 2002/2003 ACA, not the ACA cases of 1998/1999 and earlier, as referenced by 17 

Mr. Reed and Mr. Kirkland.   18 

Staff presents information showing that MGE witness David N. Kirkland’s arguments 19 

in his rebuttal testimony are invalid regarding capacity release and transportation discounts 20 

being tied to the Staff adjustment for excess capacity.  Additionally, Mr. Kirkland’s 21 

comments regarding general benefits of MGE’s pipeline capacity and storage decisions are 22 

not valid because these benefits do not disappear with Staff’s adjustment.   23 
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Q. What is the purpose of your surrebuttal testimony? 1 

A. The purpose of my surrebuttal testimony is to respond to the rebuttal 2 

testimony of MGE witnesses John J. Reed and David N. Kirkland related to Staff’s proposed 3 

adjustments for Missouri Gas Energy (MGE or Company), Case Nos. GR-2003-0330 and 4 

GR-2002-348.  My surrebuttal testimony is specifically related to “Excess Transportation 5 

Capacity.”  6 

SURREBUTTAL OF REED REBUTTAL – STATING THAT STAFF’S ANALYSIS 7 
FAILS TO MEET GENERALLY ACCEPTED PRUDENCE REVIEW STANDARDS 8 

Q. Mr. Reed states that Ms. Jenkins did not rely upon information and 9 

circumstances that existed at the time the decisions were made to support her analysis (Reed 10 

rebuttal, p. 3, ll. 5-6).  Do you agree with Mr. Reed’s statement? 11 

A. No.  Staff reviewed information provided by MGE that demonstrated what 12 

MGE knew at the time it made its decisions.  Staff’s concern is that MGE did not use the 13 

information that it had and unreasonably increased capacity without adequate evaluation of 14 

the data.   15 

Additionally, Staff has determined that the methodology used by MGE to estimate 16 

how much gas it would need if a peak day occurred was unreasonable.  Because MGE’s 17 

analysis is unreasonable, Staff had to consider an alternate reasonable analysis, and this 18 

analysis considers MGE data for November 1, 1997 through March 31, 2001.  All of this 19 

information and analysis is based on information that MGE knew or should have known at 20 

the time it was making capacity decisions for the 2001/2002 ACA period that continued to 21 

impact subsequent ACA periods.  I have documented in my direct testimony why the MGE 22 

method is not reasonable.  (The discussion of peak heating degree day begins on page 12, the 23 
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discussion of Staff’s disagreement with MGE’s peak day methodology begins on page 19, 1 

and the discussion of the imprudent decision for 2001/2002 and 2002/2003 begins on page 2 

29.)   3 

Q. Mr. Reed states that Ms. Jenkins did not consider that reasonable and 4 

appropriate decisions may vary over a wide range (Reed rebuttal, p. 3, ll. 7-8, p. 10, ll. 8-16).  5 

Do you agree with Mr. Reed’s statement? 6 

A. No.  I considered several regression analyses of the daily data for each service 7 

area to obtain estimates of peak day requirements.  I explain this in my direct testimony, 8 

page 20, line 20 through page 23, line 7.  Additionally, I considered more recent data when 9 

evaluating the reserve margin for 2002/2003, simply as a check of the analysis for the 10 

2001/2002 ACA, as explained on page 38, lines 4-16 of my direct testimony.  Additionally, 11 

in an attempt to look at other reasonable methods for estimating usage requirements, Staff 12 

conducted another analysis for usage with HDD of 15 or greater (Jenkins direct, p. 39, l. 5 13 

through p. 41, l. 15).  This final review revealed net excess costs to customers for the 14 

2002/2003 ACA period of $1,284,439 to $2,426,474, depending on how the transportation 15 

and capacity contracts were structured.  (Staff provided three scenarios of how the 16 

transportation capacity and storage contracts could have been structured.  Jenkins direct, 17 

p. 41, ll. 3-15).  From this systematic analysis, Staff concluded that since its recommended 18 

adjustments of $2,041,931 in Case No. GR-2002-348 and $2,015,661 in Case 19 

No. GR-2003-0330 are within the range considered in these three scenarios, the Staff 20 

recommended adjustment is reasonable. 21 

Q. Mr. Reed states that Ms. Jenkins, in her direct testimony, identified two 22 

specific capacity decisions by MGE that she believes to be imprudent.  The first capacity 23 
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decision was MGE’s purchase of **  ** MMBtu/day on the Pony Express interstate 1 

pipeline.  The second capacity decision was MGE’s renewal and consolidation of its 2 

Southern Star pipeline capacity.  (Reed rebuttal, p. 4, l. 21 to p. 6, l. 22).  Do you agree with 3 

Mr. Reed’s statements? 4 

A. No.  Staff’s direct testimony considers the increased capacity on ** 5 

 **, because this increase must be considered 6 

in the total capacity that MGE had during the 2001/2002 ACA, but Staff does not state that 7 

the **  ** decision was imprudent.  My 8 

direct testimony refers to MGE’s failure to adequately evaluate and document its decision to 9 

maintain the Southern Star total transportation contract volumes at the same level.  My direct 10 

testimony p 29 lines 17 to page 30, line 10, states as follows:   11 

Q. Did the transportation capacity remain the same in 2001/2002 12 
as in the prior winter?  13 

A. No.  The transportation capacity increased from ** 14 
 ** dekatherms per day because of a prior commitment on 15 

**  **.  16 
Additionally, transportation contracts on ** 17 

 **.  The total contract volumes on 18 
**  ** remained the same, but there is no evaluation or 19 
documentation indicating that the transportation contract volumes 20 
could not have been reduced when the term was revised.  The MGE 21 
decision to maintain the same transportation capacity on ** 22 

 ** affects the costs to customers beginning in the 2001/2002 ACA 23 
and continuing through the 2005/2006 ACA.  It is Staff’s position that 24 
MGE has not adequately calculated its peak day requirements and has 25 
not provided justification for its excess reserve margin.  MGE 26 
modified ** 27 

28 
29 

 ** MGE did not evaluate customer demand to assure that its 30 
decision was prudent.  Specifically MGE failed to adequately evaluate 31 
and document its decision to maintain the **  ** total 32 
transportation contract volumes at the same level. 33 

NP 
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Staff reviewed the transportation contract terms, and the review for the 2001/2002 1 

ACA period revealed that MGE modified Southern Star (SSC)/Williams transportation 2 

contracts with a new term beginning June 15, 2001 and extending through ** 3 

 **.  MGE’s decision to modify the Southern Star (SSC)/Williams transportation 4 

contracts impacted only 16 days of the entire 2000/2001 ACA period that ended June 30, 5 

2001.  It is not until the 2001/2002 ACA period that MGE indicates that the contracts have 6 

changed.  The contract indicating the changes to SSC was provided to Staff in the 2001/2002 7 

ACA review, not the 2000/2001 ACA review.1   8 

MGE’s 2000/2001 and 2001/2002 Reliability Reports lists the Southern Star 9 

(SSC)/Williams transportation contracts with the following market areas capacity: 10 

THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK 11 

                                                 
1The Southern Star contract was provided in the Company’s response to DR No. 32, Case No. GR-2002-348, 
the 2001/2002 ACA review.    

NP 
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Highly Confidential In Its Entirety 1 

** 2 

 

 

 

 

 3 

 

 

** 4 

It is important to keep in mind that the contract capacity for peak day planning is 5 

concerned with a potential peak cold day in the winter months, not the summer months, and 6 

the first winter impacted by MGE’s contract changes effective June 15, 2001, is the 7 

2001/2002 winter, not the 2000/2001 winter.  Thus, it is appropriate to review the impact of 8 

this contract on MGE’s total capacity to meet peak day requirements for the 2001/2002 ACA 9 

period.   10 

NP 
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Staff further disagrees with Mr. Reed’s suggestion that MGE’s capacity decisions 1 

identified as being imprudent were made well before the 2001/2002 and 2002/2003 ACA 2 

periods (Reed rebuttal, p. 7, ll. 7-21).  MGE’s decision regarding the Southern Star 3 

(SSC)/Williams transportation contracts only impacted 16 days of the 2000/2001 ACA 4 

period that ended June 30, 2001.  The winter of 2000/2001 was not impacted by this contract 5 

change in June 2001.  With a new contract term beginning June 15, 2001, and extending 6 

through **  **, it is the 2001/2002 ACA period, an ACA period that begins 7 

July 1, 2001, in which MGE’s customers first bear the full cost of MGE’s contract decision.  8 

It is not only the date the decision is made that is important in evaluating prudence issues but 9 

the costs (damages) to customers that are incurred as a result of MGE’ imprudent decision 10 

making.  In fact, it is possible that the financial consequence of MGE’s decisions may occur 11 

years after the decision is first made.   12 

Q. Do you have anything else to add regarding Mr. Reed’s statements on pages 4 13 

through 6 of his rebuttal testimony? 14 

A. Yes.  Staff agrees with Mr. Reed’s statement that information that was 15 

available prior to June 2001 should have been considered prior to MGE’s decision to renew 16 

and consolidate MGE’s Southern Star contracts (Reed rebuttal, p. 6, ll. 18-19).  MGE should 17 

have conducted a peak day capacity review on which it could reasonably rely prior to making 18 

the decision to maintain the same overall capacity level.  This decision impacts costs for the 19 

2001/2002 ACA period and will continue to impact MGE’s capacity level through 20 

**  **.  Staff’s analysis considers MGE data for November 1, 1997 through 21 

March 31, 2001.  MGE’s analysis in the 2001/2002 Reliability Report, dated July 1, 2001, 22 

only considers a single data point to estimate heatload.  MGE also used a single data point 23 

NP 
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in its 1999/20002 and 2000/2001 ACA reviews, even though the Reliability Reports that 1 

MGE relied on for those ACA periods indicate that a ** 2 

3 

 **.  As noted in Staff’s recommendation in the 2001/2002 ACA case, 4 

Case No. GR-2002-348, and in the prior ACA case, Case No. GR-2001-382, Staff does not 5 

believe that the review of one cold day, a single data point review in each Reliability Report, 6 

is sufficient to establish the peak day heat load factor.   7 

Q. In his rebuttal, Mr. Reed states that Ms. Jenkins failed to identify that Staff 8 

indicated that MGE’s capacity planning standard was adequate at the time that MGE’s 9 

capacity decisions were made (Reed rebuttal, p. 3, ll. 9-11, and p. 6, ll. 20-22).  Mr. Reed 10 

also states that there is a need to define and communicate the minimal level of acceptable 11 

behavior to the utility with sufficient time for the utility to reasonably meet the defined 12 

standard and that Staff provided feedback to MGE that there were no concerns over a course 13 

of five years.  (Reed rebuttal, p. 10, l. 20 through p. 11, l. 7).  Do you agree with Mr. Reed’s 14 

statements? 15 

A. Staff disagrees with Mr. Reed’s statements that feedback from Staff during 16 

this time period indicated that MGE planning process utilized for capacity acquisition was 17 

adequate.  MGE refers to Staff recommendations in Case No. GO-96-243, for MGE 18 

Reliability Reports dated June 28, 1996, May 30, 1997 and May 28, 1998.  Staff is providing 19 

its recommendation in these consolidated cases for the 2001/2002 ACA and the 2002/2003 20 

ACA.  21 

                                                 
2 There is no MGE Reliability Report for 1999/2000.  MGE relied on the previous Reliability Report, which is 
the 1998/1999 Reliability Report.   

NP 
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MGE is responsible for operating its system in a safe and adequate manner.  Thus, 1 

MGE must conduct long-range supply planning in a reasonable manner and make prudent 2 

decisions using the information generated from its planning activities. 3 

It is my understanding that the purchased gas adjustment (PGA)/Actual Cost 4 

Adjustment (ACA) component of natural gas bills to MGE’s customers is a not just a pass 5 

through of documented incurred costs.  These costs are audited by the Procurement Analysis 6 

Department to assure that the costs passed on to customers are just and reasonable.  MGE did 7 

not do adequate or reasonable planning to ensure that the costs for capacity on the interstate 8 

pipelines that were passed through to customers during the 2001/2002 and 2002/2003 ACA 9 

periods were just and reasonable.  10 

In doing these ACA reviews, Staff considers what the Company knew or should have 11 

reasonably known when it made its natural gas purchasing decisions.  As a natural gas local 12 

distribution company (LDC), MGE should not have to be told to do a reasonable analysis and 13 

plan to meet its customers’ needs for cold day requirements. 14 

A component of the ACA audit process is to examine the reliability of the LDC’s gas 15 

supply, transportation, and storage capabilities.  For this analysis, Staff reviewed MGE’s 16 

plans and decisions regarding estimated peak-day requirements, the pipeline capacity levels 17 

needed to meet those requirements, peak-day reserve margin and the reasons underlying the 18 

company’s reserve margin, and MGE’s natural gas supply plans for various weather 19 

conditions.  Staff does not conduct a review of the ACA until the period is over.   20 

I have documented in my direct testimony why the MGE method is not reasonable.  21 

(The discussion of peak heating degree day begins on page 12, the discussion of Staff’s 22 
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disagreement with MGE’s peak day methodology begins on page 19, and the discussion of 1 

the imprudent decision for 2001/2002 and 2002/2003 begins on page 29.) 2 

The contract capacity for peak day planning would be concerned with a potential 3 

peak cold day in the winter months, not the summer months, and the first winter impacted by 4 

MGE’s contract changes would have been the 2001/2002 winter.  Further, with a new term 5 

beginning June 15, 2001 and extending through **  ** for the Southern Star 6 

(SSC)/Williams transportation contracts, it is the 2001/2002 ACA period, an ACA period 7 

that begins July 1, 2001, during which customers would first bear the full cost of MGE’s 8 

contract decision to keep more pipeline capacity than necessary.  Additionally, it is not until 9 

the 2001/2002 ACA period that MGE indicates that the contracts have changed.   10 

Q. Prior to the 2001/2002 ACA review, did Staff express any concerns with 11 

MGE’s natural gas planning? 12 

A. Yes.  I expressed concerns with MGE’s documentation related to its reliability 13 

analysis in the consolidated MGE Case Nos. GR-2001-382, GR-2000-425, GR-99-304 and 14 

GR-98-167.  Staff’s reliability documentation issues pertained to GR-2001-382 (2000/2001 15 

ACA) and GR-2000-425 (1999/2000 ACA).  In my direct testimony in those consolidated 16 

cases, I state: 17 

In Staff’s attempt to evaluate Company decisions for this actual cost 18 
adjustment (ACA) period, which must be based on information that 19 
was available at the time MGE made its purchasing decisions, Staff 20 
has found that the Company analyses was not supported.  For example, 21 
as noted in my direct testimony, the Company provided Staff with a 22 
copy of its Missouri Gas Energy Reliability Report, July 1, 2000 23 
through June 30, 2001, dated July 1, 2000.  This report provides Staff 24 
with information about the Company’s plan for providing for customer 25 
needs during a peak cold day.  The Company states in this report that, 26 
“A key consideration in the forecasting process is the firm demand 27 
during extreme weather conditions.  This information is necessary to 28 
allow the Company to ensure adequate supplies and pipeline capacity 29 

NP 
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to meet all of its firm sales obligations under such conditions.” When 1 
Staff requested a copy of some of the data used in the preparation of 2 
this report, the Company stated that this analysis was undertaken in 3 
1994 and cannot be found.  This was surprising to me since it was my 4 
impression from the review of the Company’s reliability report that the 5 
Company reviewed usage information on an annual basis.  Because the 6 
data cannot be found, MGE cannot establish, and Staff cannot confirm, 7 
that estimates provided in the Reliability Report are reasonable.  Even 8 
if the 1994 analysis could be found, there is the concern that analysis 9 
of data that was at least six-years old prior to the date of this 10 
Reliability Report, would not be representative of customer usage for 11 
this ACA period.   12 

Another example from this same Reliability Report is that the 13 
Company states that a series of regression analyses are performed to 14 
determine certain factors used to develop the peak day estimate – 15 
customer usage that could be expected on a peak cold day.  When Staff 16 
examined the information further, these factors used by the Company 17 
appear to be based on a review of usage for only one cold day each 18 
year, not a series of regression analyses.  Staff does not believe that the 19 
review of one cold day in each year, a single data point, is sufficient to 20 
establish these factors. 21 

Q. Mr. Reed states that Ms. Jenkins used new forecasting techniques and new 22 

data that were not available at the time that MGE made its decisions (Reed rebuttal, p. 8, 23 

ll. 1-7).  Do you agree with Mr. Reed’s statement? 24 

A. No.  The technique of using regression analysis was not new to MGE.  In its 25 

2000/2001 Reliability Report MGE states that a ** 26 

27 

28 

 ** 29 

Although the reliability report mentions a series of regression analyses, when Staff 30 

attempted to obtain copies of this data for analysis, the Company stated that documentation 31 

of this analysis cannot be found.  Staff’s examination of the information revealed that the 32 

heatload factor used by the Company is based on a review of usage for only one cold day 33 

NP 
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each year, not a series of regression analyses.  MGE’s analysis in the 2001/2002 Reliability 1 

Report, dated July 1, 2001, only considers a single data point to estimate heatload.  MGE also 2 

used a single data point in its 1999/2000 and 2000/2001 ACA reviews.  As noted in Staff’s 3 

recommendation in the prior ACA case, Case No. GR-2001-382, the 2000/2001 ACA 4 

review, Staff does not believe that the review of one cold day in each year, a single data point 5 

review in each Reliability Report, is sufficient to establish the peak day heat load factor.  6 

Also, Staff’s analysis considers MGE data for November 1, 1997 through March 31, 2001, 7 

data that would have been available for MGE’s review, the same period of time in which 8 

Mr. Reed selects his 12 data points for his after-the-fact analysis.   9 

On page 8, line 3 of Mr. Reed’s rebuttal testimony, he again refers to the 1996 Pony 10 

Express decision – the **  **.  As 11 

previously noted by Staff, the increased capacity on ** 12 

 **, must be considered in the total capacity for the 2001/2002 ACA, but 13 

Staff does not state that the **  ** 14 

decision was imprudent.  Staff has not suggested that the decision in 1996 should have been 15 

different.  My direct testimony refers to MGE’s failure to adequately evaluate and document 16 

its decision to maintain the Southern Star total transportation contract volumes at the same 17 

level.  MGE’s decision to modify the Southern Star (SSC)/Williams transportation contracts 18 

only impacted 16 days of the entire 2000/2001 ACA period that ended June 30, 2001.  MGE 19 

did not make the changes to the Southern Star contract to impact winter capacity for the 20 

2000/2001 ACA period.  With a new term beginning June 15, 2001 and extending through 21 

**  **, it is the 2001/2002 ACA period, an ACA period that begins July 1, 22 

2001, that first bears the full cost of this contract decision. 23 

NP 
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Q. Mr. Reed states that Ms. Jenkins has implied that her demand estimate is the 1 

only factor that is required when making a capacity decision since she does not consider any 2 

other factors in her direct testimony that would be important for a LDC to consider when 3 

purchasing capacity (Reed rebuttal, p. 10, ll. 13-16).  Do you agree with this statement?  4 

A. No.  On page 2 of my direct testimony, I state that Staff reviews the 5 

reasonableness of the assumptions the company uses for estimating how much natural gas 6 

customers may actually use (demand requirements); analyzes the companies’ estimating 7 

tools; reviews and analyzes transportation capacity, storage, peaking and supply resources 8 

utilized by the companies; reviews and analyzes company base load and other gas supply 9 

requirements; and reviews and analyzes any reasons the company may have for pipeline 10 

capacity levels greater than reasonable estimated peak day requirements.  For the MGE 11 

analysis, Staff considered each of these items.  The analysis also included a review of 12 

customer growth, the expiration date of contracts/ acquisition of capacity in chunks 13 

(acquisition of blocks of capacity for contracting purposes that do not correspond perfectly 14 

with current demand), the carrying costs of excess reserve, the selection of peak cold day, 15 

and the flexibility of MGE’s contracts/resources.   16 

Additionally, because MGE’s contracts for capacity are for multiple years, MGE’s 17 

capacity planning must look beyond the current year’s requirement.  MGE has stated that it 18 

reviews capacity over longer periods of time to allow for contracting of capacity in blocks.  19 

Thus, more reserve is acceptable in the 2001/2002 ACA to allow for a sufficient reserve in 20 

the 2005/2006 ACA.  Staff considered five-year planning for contracting of capacity as 21 

reasonable because the Company has ** 22 

 **.  (Jenkins direct, pp. 28-29)  This is consistent with MGE’s information provided 23 
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in its 2001/2002 Reliability Report, dated July 1, 2001, which also looks at future years’ 1 

estimated peak day demand and capacity needs.  Figure I-2 of that report lists the ** 2 

3 

4 

5 

6 

7 

8 

 ** 9 

MGE’s 2002/2003 Reliability Report, dated July 1, 2002, also looks at future years 10 

estimated peak day demand and capacity needs.  Figure I-12 of that report lists the ** 11 

12 

13 

14 

15 

16 

 ** 17 

Staff’s consideration of five-year planning for contracting of capacity is not 18 

inconsistent with MGE’s **  **.  19 

SURREBUTTAL OF REED REBUTTAL – IDENTIFYING PROBLEMS WITH MS. 20 
JENKINS PROPOSED DESIGN DAY DEMAND ANALYSIS 21 

Q. Mr. Reed asserts that Staff’s approach of calculating design day weather 22 

produces an inconsistency in the level of reliability across MGE’s service territories.  23 
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Specifically, Mr. Reed contends that Staff’s review would have MGE plan its capacity 1 

portfolio to provide Kansas City and St. Joseph customers with sufficient protection to meet 2 

a 1-in-87 year cold event, while customers in Joplin would only be covered for a 1-in-25 year 3 

event (Reed rebuttal, p. 13, l. 18 through p. 14, l. 2).  Do you agree with Mr. Reed’s 4 

statement? 5 

A. No.  Mr. Reed’s selection of heating degree day for a peak cold day only 6 

considers the one coldest day in each of the years, 30 data points, and ignores data from 7 

winters that have numerous cold days.  Staff’s selection of the highest observed HDD for 8 

each service area, 81.5 HDD for Kansas City and St. Joseph and 72.1 HDD for Joplin, are 9 

colder than the 99% confidence interval for the coldest days in those years, 1971/1972 10 

through 2000/2001.  My concerns with the MGE methodology and support for my selection 11 

of peak heating degree day is explained further in my rebuttal testimony pages 8-11.  12 

Q. Mr. Reed asserts that Ms. Jenkins comparison of MGE’s and Staff’s design 13 

day is irrelevant in this proceeding (Reed rebuttal, p. 14, line 8 through p. 16, line 6).  Do you 14 

agree with Mr. Reed’s statement and his supporting argument? 15 

A. No.  Mr. Reed states that MGE’s utilization of a different peak cold day (85 16 

HDD) than the peak cold day selected by Staff (81.5 HDD) is irrelevant.  His justification is 17 

based on his after-the-fact analysis of a peak cold day.  I continue to state that a comparison 18 

of Staff’s peak cold day and MGE’s peak cold day, as identified in the 2001/2002 Reliability 19 

Report is relevant because the 2001/2002 Reliability Report contains information that MGE 20 

relied upon when making decisions for the 2001/2002 ACA period.  Additionally, MGE used 21 

85 HDD in its 2000/2001 Reliability Report.  As noted in my direct testimony, pp. 18-19, if 22 

MGE had used 81.5 HDD in its 2001/2002 Reliability Report, Staff’s estimate of peak day 23 
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demand would be 7.2% less than the Company estimate (instead of 10.9% less).  Mr. Reed 1 

does not offer support of the methodology MGE used in its 2001/2002 and 2002/2003 2 

reliability reports.  Mr. Reed’s analysis was conducted in the fall of 2005 (MGE response to 3 

Data Request No. 162, Jenkins’ rebuttal, Schedule 1). 4 

Additionally, Mr. Reed’s after-the-fact analysis, in which he selects heating degree 5 

days for the Kansas City and St. Joseph service areas, is based on a review of only the one 6 

coldest day in each of the winters of 1971/1972 through 2000/2001, 30 data points, and 7 

ignores data from winters that have numerous cold days.  My rebuttal testimony, pages 8-23, 8 

explains that Mr. Reed’s after-the-fact methodology is flawed because of inappropriate 9 

selection of peak heating day and limited examination of data.   10 

Q. Mr. Reed states that Staff’s approach to calculating baseload demand 11 

produced nonsensical results (Reed rebuttal, p. 16, l. 9 through p. 18, l. 6).  Do you agree 12 

with Mr. Reed’s statement and his supporting arguments? 13 

A. No.  Mr. Reed’s baseload analysis only evaluates the average demand for July 14 

and August.  Mr. Reed provides no evidence that MGE’s daily average demand for July and 15 

August is actually representative of MGE’s baseload demand in June, September, January or 16 

any other month of the year.  Moreover, the peak day analysis is concerned with usage on a 17 

very cold day in the winter, not the baseload demand in July or August.   18 

Further examination of Mr. Reed’s data reveals that the baseload usage is not constant 19 

in July or August.  Mr. Reed’s estimate of baseload for July and August is an average of the 20 

daily data for each of the months of July and August for the years of 1998 to 2001.  A review 21 

of the daily data for this time period, summarized in the Table 3 below, reveals that in July 22 

1999, usage varied from a low of **  ** to a high of **  ** MMBtu/day.  In 23 
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August 1998, usage varied from a low of **  ** MMBtu/day to a high of **  ** 1 

MMBtu/day. 2 

Highly Confidential In Its Entirety 3 

** 4 

** 5 

Q. Mr. Reed states that Staff has previously reviewed and accepted MGE’s 6 

approach to calculate baseload.  (Reed rebuttal, p. 18, l. 8 through p. 19, l. 6).  Do you agree 7 

with Mr. Reed’s statement and his supporting arguments? 8 

A. No.  As stated on pages 12-14 of my surrebuttal, in its 2000/2001 Reliability 9 

Report MGE states that a ** 10 

11 

12 

 **.  Although the reliability report mentions a 13 

series of regression analyses, when Staff attempted to obtain copies of this data for analysis, 14 

the Company stated that this analysis cannot be found.   15 

Staff disagrees with Mr. Reed’s statements that feedback from Staff during this time 16 

period indicated that MGE planning process utilized for capacity acquisition was adequate.  17 
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Mr. Reed refers to the MGE Reliability Reports filed in 1996, 1997 and 1998 and refers to 1 

Schedule DNK-5, page 3, of Mr. Kirkland’s direct testimony which is the Staff 2 

Recommendation for the 1998/1999 ACA review in Case No. GR-99-304.  I expressed 3 

concerns with MGE’s documentation related to its reliability analysis in the consolidated 4 

MGE Case Nos. GR-2001-382, GR-2000-425, GR-99-304 and GR-98-167.  Staff’s reliability 5 

documentation issues pertained to Case Nos. GR-2001-382 (2000/2001 ACA) and 6 

GR-2000-425 (1999/2000 ACA).  Staff is providing its recommendation in these 7 

consolidated cases for the 2001/2002 ACA and the 2002/2003 ACA, not the ACA cases of 8 

1998/1999 and earlier. 9 

Additionally, with a new term beginning June 15, 2001, and extending through 10 

**  ** for the Southern Star (SSC)/Williams transportation contract, it is the 11 

2001/2002 ACA period, an ACA period that begins July 1, 2001, that first bears the full cost 12 

of MGE’s contract decision. 13 

Furthermore, MGE is responsible for operating its system in a safe and adequate 14 

manner.  This requires the Company to conduct long-range supply planning in a reasonable 15 

manner and make prudent decisions using the information generated from this planning 16 

activity.  Staff does not conduct a review of the ACA until the period is over.  It is my 17 

understanding that the purchased gas adjustment (PGA)/Actual Cost Adjustment (ACA) 18 

component of natural gas bills to MGE’s customers is a not just a pass through of 19 

documented incurred costs.  These costs are audited by the Procurement Analysis 20 

Department to assure that the costs passed on to customers are just and reasonable.  MGE has 21 

not done reasonable planning to assure that the capacity costs incurred by customers during 22 

the 2001/2002 ACA period and 2002/2003 ACA period were just and reasonable.  23 
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Q. Mr. Reed states that Staff included both warm and cold winter days in its 1 

regression analysis as opposed to just winter days most reflective of “design day” conditions 2 

and states that this is a fundamental flaw in Staff’s regression equation. (Reed rebuttal, p. 19, 3 

ll. 9-18.)  Do you agree with Mr. Reed’s statements and supporting information?  4 

A. No.  Staff’s analysis considers usage in the winter months of November 1, 5 

1997 to March 31, 2001.  The regression analysis outputs provide an estimate of the baseload 6 

and the heatload factor (heatload per heating degree day) for the data reviewed.  Thus, if a 7 

colder day is put in the regression equation, the estimate of the usage would increase.  For 8 

simplicity, and so as not to reveal highly confidential information, I will illustrate with the 9 

following example equation. 10 

Table 4:  Example Regression Equation 
y=mx+b     
where:  “y” represents estimated usage in MMBtu/day 

  
“m” represents the heatload that varies depending on the 
temperature or heating degree days 

  “x” represents the heating degree days 

  
“b” represents the baseload, or the constant usage during 
the period being reviewed 

If the regression equation is y = 10 x + 10   
For 45 HDD (average daily temperature of 20 degrees 
Fahrenheit) the estimated usage would be: 

460 

For 65 HDD (average daily temperature of zero degrees 
Fahrenheit) the estimated usage would be: 

660 

 11 

The regression output sheets for the three service areas showed coefficient of 12 

determination values, R-Squared values of 0.919, 0.855 and 0.901for the Kansas City, Joplin 13 

and St. Joseph service areas, respectively (Jenkins Direct, page 22, ll. 22 to p. 23, ll. 2).  The 14 

R-squared value is an indication of the interdependence between HDD and estimated usage.  15 

A value of zero would indicate no relationship between HDD and estimated usage.  A value 16 

of one would indicate a perfect relationship between HDD and estimated usage.  A higher 17 
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R-squared value implies a stronger relationship between HDD and expected usage.  Staff 1 

considers reasonable data, winter data for both the baseload and heatload estimate, because it 2 

is the usage in the winter months that is of concern for a peak day analysis; and this analysis 3 

results in R-squared values above 0.9 for the two service areas where the disallowance is 4 

proposed.   (Jenkins Direct, p. 22, ll. 16 to p. 23, ll. 5).   5 

Mr. Reed does not just include the coldest days in his analysis.  Mr. Reed states that 6 

he used 12 data points, the three highest demand days that were also within the 10 coldest 7 

days for each of the four winters for which data was available at the time of the 2001/2002 8 

period.  By choosing to evaluate only 12 data points, Mr. Reed disregards usage on many 9 

cold and high usage days.  10 

When compared to the actual usage and heating degree day data for all days in each 11 

of these four winters, Mr. Reed’s selection of these 12 data points does not make sense.  12 

Table 5 lists the 12 data points selected by Mr. Reed.  One column in the table lists usage and 13 

another column in the table lists heating degree days (HDD).  14 

THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK 15 
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Highly Confidential In Its Entirety 1 

** 2 

**  3 

Mr. Reed’s 12 data points include usage for the top 3 coldest heating degree days 4 

during these four winters, and excludes the usage on the 4th and 5th coldest days.   Mr. Reed’s 5 

12 data points include usage for the 6th and 11th coldest heating degree days during these 6 

four winters, and excludes the usage on the 7th through 10th coldest days.  Mr. Reed’s 12 7 

data points include usage for the 15th and 24th coldest heating degree days during these four 8 

winters, and excludes the usage on the 12th through 14th coldest days and 16th through 23rd 9 

coldest days.  Mr. Reed’s 12 data points include usage for the 40th and 45th coldest heating 10 

degree days during these four winters, and excludes the usage on the 25th through 39th 11 

coldest days and 41st through 44th coldest days.  Mr. Reed’s 12 data points include usage for 12 

the 50th  coldest heating degree days during these four winters, and excludes the usage on the 13 

46th through 49th coldest days.   14 

Mr. Reed’s 12 data points include usage for the top 3 usage days during these four 15 

winters, and excludes the usage on the 4th highest usage day.   Mr. Reed’s 12 data points 16 
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includes usage for the 5th, 7th and 8th highest usage days during these four winters, and 1 

excludes the usage on the 6th highest usage day.  Mr. Reed’s 12 data points include usage for 2 

the 15th and 30th highest usage days during these four winters, and excludes the usage on the 3 

9th through 14th highest usage days and 16th through 29th highest usage days.  Mr. Reed’s 12 4 

data points include usage for the 41st, 42nd and 43rd highest usage days during these four 5 

winters, and excludes the usage on the 31st through 40th highest usage days.  Mr. Reed’s 12 6 

data points include usage for the 59th highest usage days during these four winters, and 7 

excludes the usage on the 44th through 48th highest usage days.   8 

Mr. Reed provides no rationale for excluding the usage on these many cold and high 9 

usage days, other than asserting that these 12 data points are representative of usage on a 10 

very cold day.  Mr. Reed never supports or justifies his selection of a day with 44.5 HDD 11 

(average daily temperature of 20.5 degrees Fahrenheit) because it is “representative”, over 12 

his exclusion of a day with 58 or 59 HDD (average daily temperature of six degrees 13 

Fahrenheit) because it is not representative.  This is addressed further in my rebuttal 14 

testimony, Jenkins rebuttal pages 18-20.) 15 

Q. Mr. Reed summarizes four of the regression analyses documented in my direct 16 

testimony, pages 20 – 23.  (Reed rebuttal, p. 20, l. 12, through p. 22, line 2l).   Mr. Reed 17 

concludes that Ms. Jenkins completely ignored the fundamental problem with all of her 18 

proposed regression equations (Reed rebuttal, p. 23 l. 1 through p. 27, l. 2).  Do you agree 19 

with Mr. Reed’s statements and supporting information?  20 

A. No. Regression analysis is a reasonable method to evaluate usage and the 21 

results can be used to estimate usage for cold days.  In fact, Mr. Reed’s own analysis is based 22 

on a regression analyses.  The peak day estimate MGE relied on when making decisions that 23 
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impacted the 2001/2002 ACA is reported to be based on a series of regression analysis, but is 1 

in reality based on a heatload factor from a review of only a single data point.   2 

Mr. Reed’s analysis only utilizes 12 data points, ignoring usage on many cold days. 3 

Mr. Reed provides no reasonable explanation for including only 12 data points in his 4 

heatload analysis while at the same time ignoring usage on other cold days.  For example, 5 

Mr. Reed does not offer a plausible explanation of why usage of **  ** MMBtu for 6 

1/23/2000 is included (a day with 44.5 HDD, which is an average daily temperature of 20.5 7 

degrees Fahrenheit), and usage of **  ** MMBtu for 12/18/2000 is not included (a 8 

day with 53.0 HDD, which is an average daily temperature of 12 degrees Fahrenheit).  Usage 9 

on 12/18/2000 is 34% more than usage on 1/23/2000, but is not considered in Mr. Reed’s 10 

analysis. 11 

Staff also considered other data and methods for estimating usage.  Mr. Reed does not 12 

comment on those analyses.  Staff considered more recent data when evaluating the reserve 13 

margin for 2002/2003, simply as a check of the analysis for the 2001/2002 ACA, as 14 

explained on page 38, lines 4-16 of my direct testimony.  Additionally, in an attempt to look 15 

at other reasonable methods for estimating usage requirements, Staff conducted another 16 

analysis for usage with HDD of 15 or greater (Jenkins direct, p. 39, l. 5 through p. 41, l. 15).  17 

This final review revealed net excess costs to customers for the 2002/2003 ACA period of 18 

$1,284,439 to $2,426,474, depending on how the transportation and capacity contracts were 19 

structured.  (Staff provided three scenarios of how the transportation capacity and storage 20 

contracts could have been structured.  Jenkins direct, p. 41, ll. 3-15).  From this systematic 21 

analysis, Staff concluded that since its recommended adjustments of $2,041,931 in 22 
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Case No. GR-2002-348 and $2,015,661 in Case No. GR-2003-0330 are within the range 1 

considered in these three scenarios, the Staff recommended adjustment is reasonable. 2 

Q. Mr. Reed provides rebuttal Schedule JJR-9 to support his statements about the 3 

“fundamental problem” with all of Ms. Jenkins’ proposed regression equations (Reed 4 

rebuttal, p. 23 l. 1 through p. 28, l. 15, and p. 29, l. 6 through p. 30, l. 20).  Do you agree with 5 

this representation? 6 

A. No.  Mr. Reed only shows the 12 data points that he selected.  Additionally, 7 

he does not show how MGE’s original methodology or his own after-the-fact methodology 8 

compares to actual usage. 9 

MGE’s factors from its 2001/2002 Reliability Report were for the entire service area.  10 

MGE conducted no separate peak day analysis for the service areas of Kansas City, Joplin or 11 

St. Joseph when it was evaluating peak day capacity for the 2001/2002 ACA period.  Thus, 12 

even though the Joplin area is not part of Staff’s adjustment and Staff has shown that there is 13 

a **  **, it must be 14 

included to evaluate how the MGE methodology compares to actual usage.3 15 

Using the top 50 usage days for the Kansas City area, provided in the table on 16 

page 19 of my rebuttal testimony, and evaluating MGE’s estimates, Charts 1 and 2 show that 17 

none of the methods perfectly match usage, not MGE’s original factors from its 2001/2002 18 

Reliability Report, nor Mr. Reed’s estimates.   19 

                                                 
3 Staff cannot show a comparison of MGE’s estimated usage in the Kansas City area to the actual 

usage because MGE’s 2001/2002 Reliability Report evaluated usage for the entire service area.  MGE 
conducted no separate peak day analysis for the service areas of Kansas City, Joplin, or St. Joseph when it was 
evaluating peak day capacity for the 2001/2002 ACA period.  Thus, even though the Joplin area is not part of 
Staff’s adjustment and Staff has shown that there is a ** 

 **, it must be included to evaluate how the MGE methodology compares estimated to actual 
usage.   
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**2 

 3 
 4 
** 5 
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Highly Confidential In Its Entirety 1 
**2 

 3 
** 4 

The plots do illustrate that there is greater variation (difference from the estimated 5 

value) on some dates.  For these dates, it is appropriate for MGE to further evaluate the data.  6 

For example, usage on 12/16/00 is **  ** MMBtu for 48 HDD for the entire system 7 

and **  ** for the Kansas City area.  None of the methods estimate usage near the 8 

actual usage on this date.  However, when Staff questioned MGE about actual usage values 9 
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on various days, MGE’s responses indicated that it did not do a forecast for recent cold days4 1 

(Case No. GR-2003-0330, DR No. 77); calculation of the level of pipeline capacity utilized 2 

during any specific winter period’s peak day usage is not appropriate to or consistent with 3 

providing firm capacity to meet firm customer demand under extreme weather conditions 4 

(Case No. GR-2002-348, DR No. 26); and **  ** (Case 5 

No. GR-2002-348, DR No. 95).  Based on Mr. Reed’s logic, would he have MGE obtain 6 

additional capacity because this one day with 48 HDD (average daily temperature of 7 

17 degrees Fahrenheit) was over the estimate rather than first questioning whether the usage 8 

was correct or whether some other factor impacted usage – something that would not impact 9 

usage on a colder day?   10 

On none of these dates was MGE short capacity for the Kansas City area or the entire 11 

service area.  Customers pay for the contracted capacity whether or not it is used in a 12 

particular winter. 13 

SURREBUTTAL OF REED REBUTTAL – REGARDING HIS COMMENTS ON 14 
ASYMMETRICAL RISKS ASSOCIATED WITH CAPACITY DECISIONS   15 

Q. Mr. Reed asserts that the design day capacity analysis upon which 16 

Ms. Jenkins’ capacity disallowance recommendation is based is flawed, and it does not 17 

consider numerous other important factors associated with capacity planning, including the 18 

substantial costs associated with not having sufficient capacity to meet a design day (Reed 19 

rebuttal, p. 3, ll. 14-19 and p. 34, l. 11 through p. 38, l. 8).  Do you agree with Mr. Reed’s 20 

statement and supporting information? 21 

                                                 
4 The data request for the 2002/2003 ACA asked MGE to provide for each service area, an updated summary of 
actual usage actual HDD, and customer counts for five or more recent cold days and provide an explanation 
when the modeled usage does not reasonably agree with the actual usage.  MGE provided information for 
January and February 2003. 
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A. There can be costs associated with insufficient capacity.  However, the 1 

example that he provides for January 3, 1999 is flawed.  Once again Mr. Reed does not show 2 

how MGE’s original methodology or his own after-the-fact methodology compares to actual 3 

usage.  Additionally, Mr. Reed only looks at one of the methodologies evaluated by Staff.  4 

Staff used this methodology to provide a cost estimate of the recommended disallowance.  5 

However, as noted in my direct testimony I also considered other data and methods for 6 

estimating usage.  Mr. Reed does not comment on those analyses. 7 

Staff considered more recent data when evaluating the reserve margin for 2002/2003, 8 

simply as a check of the analysis for the 2001/2002 ACA, as explained on page 38, lines 4-16 9 

of my direct testimony.  Additionally, in an attempt to look at other reasonable methods for 10 

estimating usage requirements, Staff conducted another analysis for usage with HDD of 15 or 11 

greater (Jenkins direct, p. 39, l. 5 through p. 41, l. 15).   12 

As described earlier in my surrebuttal testimony, none of the methods perfectly match 13 

usage, not MGE’s original factors from its 2001/2002 Reliability Report, or Mr. Reed’s after-14 

the-fact methodology.  The following table shows usage on the January 3, 1999 date selected 15 

in Mr. Reed’s rebuttal testimony, and usage near that date, using the factors from MGE’s 16 

2001/2002 Reliability Report.5  The table shows that MGE’s methodology when applied to 17 

January 3, 1999, the date selected by Mr. Reed, also underestimates usage on 18 

                                                 
5 Staff cannot show a comparison of MGE’s estimated usage in the Kansas City area to the actual 

usage because MGE’s 2001/2002 Reliability Report evaluated usage for the entire service area.  MGE 
conducted no separate peak day analysis for the service areas of Kansas City, Joplin, or St. Joseph when it was 
evaluating peak day capacity for the 2001/2002 ACA period.  Thus, even though the Joplin area is not part of 
Staff’s adjustment and Staff has shown that there is a **

**, it must be included to evaluate how the MGE methodology compares estimated to actual 
usage.   
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January 3, 1999.  For the six dates shown, MGE’s methodology underestimates for three 1 

dates and overestimates for 6 dates.  On one of these dates, the overestimation is 26%.   2 

Highly Confidential In Its Entirety 3 

** 4 

** 5 

The following table is a continuation of Staff’s review of the January 3, 1999 date 6 

selected in Mr. Reed’s rebuttal testimony, and usage near that date.  For the six dates shown, 7 

Mr. Reed’s after-the-fact methodology underestimates for two dates and overestimates for 8 

four dates.  On one of these dates, Mr. Reed’s methodology overestimates by 33%.  The 9 

coldest day during this time is 65 HDD (average daily temperature of zero degrees 10 

Fahrenheit) and neither of Staff’s methodologies underestimate usage on that day.  11 
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** 2 
 

  

** 3 

It is appropriate for MGE to further evaluate the data.  This does not mean that MGE 4 

should select the 12 data points that it deems reasonable.  It means that MGE should question 5 

the validity of the data and it should reasonably evaluate the data prior to making 6 

transportation capacity decisions.   7 

SURREBUTTAL OF KIRKLAND REBUTTAL REGARDING TIME LINE AND 8 
KEY EVENTS 9 

Q. Mr. Kirkland asserts that Staff’s rationale for the adjustment in these 10 

consolidated cases is based on decisions made by MGE in 1996 and in June 2001.  Thus, 11 

Mr. Kirkland concludes that an adjustment in the 2001/2002 and 2002/2003 ACA periods is 12 

not appropriate.  (Kirkland rebuttal, p.5, line 19 to p. 8, line 17)  Do you agree with 13 

Mr. Kirkland’s assertion, conclusion and his supporting arguments?   14 

A. No.  Mr. Reed made similar comments in his rebuttal testimony.  I have 15 

already addressed this issue in my Surrebuttal of Mr. Reed’s comments, pages 4 – 9.  In 16 
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summary, Staff’s direct testimony considers the increased capacity on ** 1 

 **, as this increase must be considered in the total capacity 2 

for the 2001/2002 ACA, but Staff does not state that the ** 3 

 ** decision was imprudent.  MGE failed to reasonably evaluate usage data 4 

for peak day requirements and evaluate options for capacity prior to making its decision to 5 

maintain the Southern Star total transportation contract volumes at the same level.  The 6 

decisions regarding the consolidation and extension of the Southern Star contracts should not 7 

disregard changes that MGE previously made to other transportation contracts.  8 

Staff’s review for the 2001/2002 ACA period revealed that MGE modified Southern 9 

Star (SSC)/Williams transportation contracts with a new term beginning June 15, 2001 and 10 

extending through **  **.  It is not until the 2001/2002 ACA period that 11 

MGE indicates that the contracts have changed.  The contract capacity for peak day planning 12 

would be concerned with a potential peak cold day in the winter months, not the summer 13 

months, and the first winter impacted by MGE’s contract changes would have been the 14 

2001/2002 winter.  MGE’s decision regarding the Southern Star (SSC)/Williams 15 

transportation contracts only impacted 16 days of the 2000/2001 ACA period that ended June 16 

30, 2001.  The winter of 2000/2001 was not impacted by this contract change in June 2001.  17 

With a new term beginning June 15, 2001 and extending through **  **, it is 18 

the 2001/2002 ACA period, an ACA period that begins July 1, 2001, that first bears the full 19 

cost of this contract decision.  It is not only the date the decision is made that is important in 20 

evaluating prudence issues but the costs (damages) to customers that are incurred as a result 21 

of MGE’ imprudent decision making.  In fact, it is possible that the financial consequence of 22 

MGE’s decisions may occur years after the decision is first made.  23 
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Q. Mr. Kirkland states that pipeline capacity decisions are based on numerous 1 

factors and considerations, all of which are evaluated and considered before the capacity is 2 

contracted (Kirkland rebuttal, p.9, ll., 1-7)  Do you agree with this statement? 3 

A. Yes, pipeline capacity decisions should be based on numerous factors and 4 

considerations and should be evaluated and considered prior to making contracting decisions.  5 

Additionally, MGE is responsible for operating its system in a safe and adequate manner.  6 

This requires the Company to conduct long-range supply planning in a reasonable manner 7 

and make prudent decisions using the information generated from this planning activity.   8 

MGE has not done reasonable planning to assure that the capacity costs incurred by 9 

customers during the 2001/2002 ACA period and 2002/2003 ACA period are just and 10 

reasonable.  I have documented in my direct testimony why the MGE method is not 11 

reasonable.  (The discussion of peak heating degree day begins on page 12, the discussion of 12 

Staff’s disagreement with MGE’s peak day methodology begins on page 19, and the 13 

discussion of the imprudent decision for 2001/2002 and 2002/2003 begins on page 29.) 14 

A peak day capacity review should have been conducted prior to making the decision 15 

to maintain the same overall capacity level, a decision that impacts costs for the 2001/2002 16 

ACA period and that will continue to impact the capacity level through ** 17 

 **.   18 

Staff’s analysis considers MGE data for November 1, 1997 through March 31, 2001.  19 

MGE’s analysis in the 2001/2002 Reliability Report, dated July 1, 2001, only considers a 20 

single data point to estimate heatload.  MGE also used a single data point in its 1999/2000 21 

and 2000/2001 ACA reviews.  As noted in Staff’s recommendation in the 2001/2002 ACA 22 

case, Case No. GR-2002-348, and in the prior ACA case, Case No. GR-2001-382, Staff does 23 

NP 



Surrebuttal Testimony of 
Lesa A. Jenkins 

Page 35 

not believe that the review of one cold day, a single data point reviewed in each Reliability 1 

Report, is sufficient to establish the peak day heat load factor.   2 

Q. Mr. Kirkland refers to several occasions in which Staff found MGE’s process 3 

and planning to be “adequate” or that “no concerns were noted at this time” based on Staff’s 4 

reviews of prior MGE Reliability Reports.  (Kirkland rebuttal, p.9, l. 9 through p. 10, l. 34 5 

and p. 18, l. 19 through p. 25, l. 20 and p. 27, l. 14 through p. 31, l. 2.)  Do you have anything 6 

to add to Mr. Kirkland’s rebuttal testimony? 7 

A. Yes.  Mr. Kirkland and Mr. Reed make similar comments in their rebuttal 8 

testimony.  I addressed this issue in my Surrebuttal of Mr. Reed’s comments, pages 10– 13.  I 9 

will address additional comments added by Mr. Kirkland. 10 

Mr. Kirkland refers to Staff recommendations with the following dates: 11 

• June 28, 1996 (for MGE’s 1996/1997 Reliability Report), attached as 12 

Schedule 4 to my rebuttal testimony;  13 

• May 30, 1997 (for MGE’s 1997/1998 Reliability Report), attached to 14 

Mr. Kirkland’s direct testimony, Schedule DNK-3, and  15 

• May 28, 1998 (again for MGE’s 1997/1998 Reliability Report) attached to 16 

Mr. Kirkland’s direct testimony, Schedule DNK-4.   17 

Mr. Kirkland’s rebuttal testimony states that the May 28, 1998 Staff recommendation 18 

is for MGE’s 1998 Reliability Report and he includes a copy of the 1998/1999 Reliability 19 

Report in his direct testimony, Schedule DNK-4.  However, a review of the Staff 20 

Recommendation in his schedule shows that it is for the 1997/1998 Reliability Report.  I do 21 

not know why Staff provided two different recommendations for the 1997/1998 MGE 22 

Reliability Report.   23 
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It should be noted that Staff is providing its recommendation in these consolidated 1 

cases for the 2001/2002 ACA and the 2002/2003 ACA, not for MGE’s 1996/1997 or 2 

1997/1998 ACA periods.  However, I will generally address the Staff recommendations for 3 

the 1996/1997 and 1997/1998 Reliability Reports.  The three Staff recommendations for the 4 

1996/1997 and 1997/1998 MGE Reliability Reports followed similar formats.  The 5 

recommendations list each section of the MGE Reliability Report.  The Staff Response is 6 

listed as “Adequate” for each section of the report.  The Staff memorandum dated June 28, 7 

1996, states that Staff reviewed the July 1, 1996 through June 30, 1997 MGE Reliability 8 

Report.  However, I do not know exactly what detail the Staff reviewing these 9 

recommendations were able to undertake.  My workload and priorities change each year, 10 

subsequently altering on a case by case basis the amount of time I have to review any single 11 

case.  The complexity of the issues requiring attention and the level of detail that I am able to 12 

obtain from the utility also affects my workload and priorities.  For the 1996/1997 and 13 

1997/1998 Reliability Reports, I do not know whether the Staff reviewed the information 14 

generally to simply assure that each section was addressed or whether the Staff conducted a 15 

detailed analysis to verify some or all the numbers in the MGE Reliability Reports. 16 

The three Staff recommendations for the 1996/1997 and 1997/1998 MGE Reliability 17 

Reports do not state or imply that an MGE must never reexamine, change or refine its 18 

methodology.  In fact in the 1998/1999 Reliability Report, MGE did change its methodology. 19 

This is detailed on pages 16 and 17 of my rebuttal testimony.  It is in this 1998/1999 report 20 

that MGE states that a **21 

22 

23 
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 **.  MGE provided similar information in its 1 

2000/2001 Reliability Report, dated July 1, 2000 and its 2001/2002 Reliability Report, dated 2 

July 1, 2001.  In both the 2000/2001 ACA and 2001/2002 ACA, Case Nos. GR-2001-382 3 

and GR-2002-348, Staff’s ACA recommendation noted concerns with MGE’s reliability 4 

planning.  Staff also noted that although the MGE Reliability Reports state that a series of 5 

regression analyses are performed on the historic daily firm sales to determine the base load 6 

and weather sensitive heat load factors, when Staff attempted to obtain copies of this data for 7 

analysis, the Company stated that this analysis could not be found.  As noted on pages 12-14 8 

of my surrebuttal, Staff discovered that MGE’s heatload factor is actually based on a review 9 

of usage for only one cold day each year, not a series of regression analyses.  Staff does not 10 

believe that the review of one cold day in each year, a single data point review in each 11 

Reliability Report, is sufficient to establish the peak day heat load factor.   12 

Mr. Kirkland refers to Staff recommendations dated August 1, 2000 for the MGE 13 

1998/1999 ACA (Kirkland rebuttal, p. 10, ll 25-26).  He states that Staff’s recommendation 14 

was that it had no concerns with MGE’s reliability analysis and recommended that MGE 15 

continue to provide reliability reports as agreed in Case No. GO-2000-705.  I can comment 16 

on that Staff recommendation, because I am the Staff member that provided the analysis in 17 

that ACA period.  My analysis of the ten LDCs in the 1998/1999 ACA reviews were 18 

conducted during my first year of employment at the PSC.  As noted in my response to MGE 19 

in GR-2003-0330, Data Request No. 216, my reviews have evolved over time as my 20 

knowledge of LDC practices has increased and as an LDC’s documentation and methodology 21 

has changed.  When first employed at the PSC, I spent much time reviewing the general 22 

plans, or lack of plans, of each LDC, and in some cases reviewing an LDC’s plans that varied 23 
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depending on the particular service area.  My review and comments of the 1998/1999 ACA 1 

reviews concentrated on the general plan or lack of a plan.  In the next two ACA periods, 2 

1999/2000 and 2000/2001, I expressed concerns with MGE’s documentation related to its 3 

reliability analysis in the consolidated MGE Case Nos. GR-2001-382, GR-2000-425, 4 

GR-99-304 and GR-98-167.  Staff’s reliability documentation issues pertained to Case 5 

No. GR-2001-382 (2000/2001 ACA) and GR-2000-425 (1999/2000 ACA).  As noted above, 6 

I subsequently requested additional verification of MGE’s statements in its 2000/2001 7 

Reliability Report and MGE was unable to find the supporting information.  I subsequently 8 

had to evaluate MGE’s gas supply/reliability plans by conducting my own analysis as 9 

presented in testimony in these consolidated cases.   10 

Q. Mr. Kirkland states that initial contract discussions between MGE and 11 

Southern Star began in the fall of 2000. He further states that in the spring of 2001 MGE and 12 

Southern Star finalized contract discussions and the contract was executed July 1, 2001.  13 

(Kirkland rebuttal, p.11, ll. 4 - 7)  Do you have anything to add to Mr. Kirkland’s statements?   14 

A. Yes.  MGE is responsible for operating its system in a safe and adequate 15 

manner.  Information that was available prior to June 2001 should have been considered prior 16 

to MGE’s final decision to renew and consolidate MGE’s Southern Star contracts.  A peak 17 

day capacity review should have been conducted prior to making the decision to maintain the 18 

same overall capacity level, a decision that impacts costs for the 2001/2002 ACA period and 19 

that will continue to impact the capacity level through **  **.  Staff’s 20 

analysis considers MGE data for November 1, 1997 through March 31, 2001.  MGE’s 21 

analysis in the 2001/2002 Reliability Report, dated July 1, 2001, only considers a single data 22 

point to estimate heatload.  MGE also used a single data point in its 1999/2000 and 23 
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2000/2001 ACA reviews.  As noted in Staff’s recommendation in the 2001/2002 ACA case, 1 

Case No. GR-2002-348, and in the prior ACA case, Case No. GR-2001-382, Staff does not 2 

believe that the review of one cold day, a single data point review in each Reliability Report, 3 

is sufficient to establish the peak day heat load factor. 4 

Q. Mr. Kirkland comments on the Stipulation and Agreement in Case No. 5 

GO-2000-075.  He states that there is an inconsistency in that the same level of capacity that 6 

was used as the benchmark for the determination of transportation savings to be shared 7 

between MGE and its customer is now alleged by the Staff to be excessive.  (Kirkland 8 

rebuttal, p. 26, l. 5 through p. 27, l. 5)  Do you have anything to add to Mr. Kirkland’s 9 

statements?   10 

A. Yes.  The Stipulation and Agreement in that case was filed April 28, 2000.  11 

The GO-2000-705 case pertained to a fixed commodity price PGA and transportation 12 

discount incentive program.  The Stipulation and Agreement was filed just prior to the 13 

2000/2001 ACA period.  Staff did note concerns with MGE’s reliability planning in the 14 

2000/2001 ACA, Case No. GR-2001-382.  The Staff ACA recommendation and testimony 15 

have previously been filed in that case.  The ACA periods under review in this case are the 16 

2001/2002 ACA (July 2001- June 2002) and the 2002/2003 ACA (July 2002- June 2003).   17 

Q. Mr. Kirkland states that my direct testimony either ignores or dismisses the 18 

benefits associated with MGE’s capacity portfolio and focuses exclusively on the costs 19 

associated with capacity alleged not to be needed.  (Kirkland rebuttal, p. 31, ll. 8-10.) Do you 20 

agree with this statement? 21 

A. Partially.  Mr. Kirkland refers to the benefits on pages 19 through 23 of his 22 

direct testimony.  The benefits listed on page 19 are general benefits of MGE’s entire 23 
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capacity portfolio.  MGE’s total capacity is **  ** MMBtu/day.  The proposed 1 

disallowance is **  ** MMBtu/day.  Mr. Kirkland has provided no evidence that 2 

Staff’s proposed disallowance would in any way detract from the general benefits listed on 3 

page 19 of his direct testimony.  4 

The benefits listed on pages 20 through 23 of Mr. Kirkland’s direct testimony pertain 5 

to capacity release revenues, off-system sales and transportation discounts.  Please refer to 6 

my response to Mr. Kirkland’s capacity release comments in my rebuttal testimony (p. 29, 7 

l. 15 to p. 31, l. 7).  Please refer to my response to Mr. Kirkland’s off-system sales comments 8 

in my rebuttal testimony (p. 31, ll. 8-13).  Please refer to my response to Mr. Kirkland’s 9 

transportation discount comments in my rebuttal testimony (p. 31, l. 14 to p. 32, l. 4).  My 10 

rebuttal testimony notes that part of the MGE transportation discounts were associated with 11 

Gas Research Institute (GRI) charges and Staff has made no adjustment in either the 12 

2001/2002 or 2002/2003 ACA related to GRI charges.  The Williams Gas Pipeline Central 13 

(Williams)6, FERC Tariff, issued March 6, 1998, effective April 6, 1998, states, “The GRI 14 

Funding Unit(s) shall be the first component discounted when Williams grants a discount 15 

under any rate schedule.”  I inquired as to when MGE first requested the GRI Funding 16 

Unit(s) discount, and MGE replied that it first requested the GRI discount on May 14, 2001 17 

to be effective January 1, 2001.  (MGE response to data request No. 208, attached as 18 

Schedule 2)  Although the discount was first referenced in the tariff effective April 6, 1998, 19 

MGE did not request the discount until May 14, 2001.  The Stipulations and Agreement in 20 

Case No. GO-2000-075 was filed April 28, 2000 and the Commission Order Approving 21 

Stipulation and Agreement was issued August 1, 2000, and effective August 11, 2000.  22 

                                                 
6 Williams Gas Pipeline Central (Williams) and Southern Star Central (Southern Star or SSC) are the same 
pipelines.  
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Regardless of the timing of the FERC tariff reference to GRI discounts and the MGE request 1 

for the discount, Staff has made no adjustment in either the 2001/2002 or 2002/2003 ACA 2 

related to GRI charges. 3 

SURREBUTTAL OF KIRKLAND REBUTTAL REGARDING TRANSPORTATION 4 
CAPACITY PORTFOLIO 5 

Q. Mr. Kirkland states that Ms. Jenkins does not appear to consider the broader 6 

context of capacity planning issues/objectives but rather focuses exclusively on the demand 7 

forecasting process (Kirkland rebuttal, p. 33, ll. 3-4).  Do you agree with this comment? 8 

A. No.   Mr. Kirkland and Mr. Reed make similar comments in their rebuttal 9 

testimonies.  I addressed this issue in my Surrebuttal of Mr. Reed’s comments, pages 14 – 16.  10 

I will address additional comments added by Mr. Kirkland. 11 

The Staff recommendation in the 2000/2001 ACA, Case No. GR-2001-382, expresses 12 

concerns regarding MGE’s storage plans and purchasing practices.  Staff also expressed 13 

concerns regarding MGE’s storage plans in these consolidated cases.   14 

MGE’s total capacity is **  ** MMBtu/day.  The proposed disallowance is 15 

**  ** MMBtu/day.  Mr. Kirkland has provided no evidence that Staff’s proposed 16 

disallowance would in any way detract from the supply reliability issues listed on page 32 of 17 

his rebuttal testimony.   18 

Q. Mr. Kirkland states that Ms. Jenkins has focused almost exclusively on a 19 

narrow five-year comparison of her alternative demand forecast to the level of MGE’s 20 

contracted capacity.  (Kirkland rebuttal, p. 33, ll. 8-9).  Do you have any comments regarding 21 

this statement? 22 
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A. Yes.  Mr. Kirkland and Mr. Reed make similar comments in their rebuttal 1 

testimonies.  I addressed this issue in my surrebuttal of Mr. Reed’s comments, pages 15 – 16.  2 

In summary, Staff’s consideration of five-year planning for contracting of capacity is not 3 

inconsistent with MGE’s **  ** presented in its 2001/2002 4 

and 2002/2003 Reliability Reports.   5 

SURREBUTTAL OF KIRKLAND REBUTTAL REGARDING SOUTHERN STAR 6 
CONTRACT RENEWAL 7 

Q. Mr. Kirkland makes comments about the new Southern Star contract with its 8 

no-notice service and the advantages of that contract.  (Reed rebuttal, p. 36, ll. 11-21).  Is this 9 

a new service for MGE?  10 

A. No.  Although MGE’s Southern Star contracts were effective June 15, 2001, 11 

MGE had a no-notice service prior to 2001/2002.  The contract decision consolidated several 12 

other Southern Star contracts.  A summary of the Southern Star capacity for the two ACA 13 

periods is presented in the table below.   14 

Highly Confidential In Its Entirety 15 

  ** 16 

** 17 
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There is an increase of **  ** for the no-notice service, but the total capacity on 1 

Southern Star does not change.  The difference is that in the 2000/2001 winter, MGE would 2 

have had to nominate gas on the **  **.  It is not unreasonable to expect an LDC 3 

to nominate additional natural gas when the weather turns cold. 4 

As noted in my rebuttal testimony, Staff does not dispute Mr. Kirkland’s statements 5 

that the Trans-Storage Service (TSS) contract has greater flexibility in that it has no-notice 6 

provisions, but MGE also has another ** 7 

. **   Staff evaluated how MGE 8 

might have structured its contracts differently (Jenkins direct, p. 31, ll. 14 to p. 34, ll. 7).  9 

This analysis shows that natural gas from storage can be used to meet **  ** of the 10 

peak day requirements using the MGE plan and **  ** in the three scenarios 11 

evaluated by Staff.  Thus, for an extremely cold day, storage withdrawals could be relied 12 

upon to provide about **  ** of the supply requirements, but there is still a large portion 13 

of the supply requirements that must come from non-storage resources; this is the case in 14 

both the MGE plan and in the three scenarios considered by Staff. 15 

Q. Mr. Kirkland makes comments about my direct testimony regarding the 16 

inability of MGE to utilize capacity assigned to one region in another region.  He states that 17 

Southern Star has advised MGE that there is no additional capacity available at this time in 18 

Southwest Missouri and that capacity may be limited by line segment value during an 19 

Operation Flow Order (OFO) issued by a pipeline.  Mr. Kirkland clarifies that this does not 20 

mean that capacity from one region can never be used in another region.  (Kirkland rebuttal, 21 

p. 37, ll. 1 to p. 39, ll. 3) Do you agree with this clarification?  22 
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A. Yes.  However, Staff was making the point that excess capacity in the Kansas 1 

City and St. Joseph service areas cannot be relied on to offset the ** 2 

 **  Because of the potential for a pipeline OFO, MGE cannot simply 3 

rely on shifting capacity from one service area to another area during cold weather.  The 4 

capacity requirements of each service area must be evaluated separately.   5 

Q. Mr. Kirkland makes comments regarding the alternative capacity scenarios 6 

identified on pages 32 and 33 of my direct testimony.  Mr. Kirkland states that my 7 

alternatives are speculative and unreasonable. (Kirkland rebuttal, p. 40, ll. 1 to p. 41, ll. 11)  8 

Do you agree with Mr. Kirkland’s statements and supporting arguments? 9 

A. No.  Although it is true we will never know exactly how MGE could have 10 

restructured its contracts had it done reasonable planning of its customers’ usage 11 

requirements prior to making contract decisions, the cost (damages from the imprudent 12 

decision) had to be evaluated by Staff.  Thus, Staff made reasonable assumptions regarding 13 

alternatives that MGE could have pursued.  MGE’s unreasonable planning did not identify 14 

the excess capacity issue and MGE has offered no alternatives for consideration.  15 

Mr. Kirkland comments that Staff’s scenarios would require MGE to turn back 16 

storage capacity.  As noted in my direct testimony there is little change in total storage 17 

quantity for the three scenarios that I have evaluated.  The reduction in the total storage 18 

quantity would be a reduction of 2.6%, 2.9%, and 0.0%, respectively for scenarios one, two, 19 

and three.  The reduction in the daily maximum storage withdrawal quantity would be a 20 

reduction of 2.7%, 3.1%, and 0.0%, respectively for scenarios one, two, and three.  MGE’s 21 

actual 2001/2002 storage withdrawal could provide **  ** of peak day requirements.  22 
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There is little change in the scenarios I propose; storage withdrawal could provide ** 1 

 ** of peak day requirements, respectively for scenarios one, two and three. 2 

Q. Mr. Kirkland states that Ms. Jenkins has assumed that MGE can easily reduce 3 

capacity on Southern Star in one-year and easily and cheaply reacquire capacity on the same 4 

pipeline several years later in order to more closely match capacity with actual demand.  5 

(Kirkland rebuttal, p. 41, ll. 13 to page 42, ll. 7).  Do you have comments regarding this 6 

statement? 7 

A. Yes.  As previously noted on pages 15 – 16 of my surrebuttal, my 8 

consideration of five-year planning for contracting of capacity is not inconsistent with 9 

MGE’s ** three-year and four-year ** timing presented in its 2001/2002 and 2002/2003 10 

Reliability Reports.  Additionally, in its 2001/2002 Reliability Report MGE states, ** 11 

12 

13 

14 

15 

16 

 __________ 17 

18 

19 

20 

21 

22 
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1 

 **   2 

Q. Does this conclude your surrebuttal testimony? 3 

A. Yes, it does.  4 

NP 
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Missouri Public Service Commission 

Respond Data Request 

Data Request No. 0208
Company Name Missouri Gas Energy-(Gas)
Case/Tracking No. GR-2003-0330
Date Requested 5/2/2006
Issue Expense - Operations - Purchased Gas

Requested From Mike Noack

Requested By Lesa Jenkins
Brief Description Pipeline Discounts

Description Please see attached request. 
Response (a) MGE first requested the GRI discount on May 14, 2001 to be 

effective January 1, 2001. (b) & (c) Please see attached discount 
requests. (d) Please see attached discount requests. (e) Please see 
letter dates for attachments in part (d). 

Objections NA

  

 

The attached information provided to Missouri Public Service Commission Staff in response to the 
above data information request is accurate and complete, and contains no material 
misrepresentations or omissions, based upon present facts of which the undersigned has knowledge, 
information or belief. The undersigned agrees to immediately inform the Missouri Public Service 
Commission if, during the pendency of Case No. GR-2003-0330 before the Commission, any 
matters are discovered which would materially affect the accuracy or completeness of the attached 
information. If these data are voluminous, please (1) identify the relevant documents and their 
location (2) make arrangements with requestor to have documents available for inspection in the 
Missouri Gas Energy-(Gas) office, or other location mutually agreeable. Where identification of a 
document is requested, briefly describe the document (e.g. book, letter, memorandum, report) and 
state the following information as applicable for the particular document: name, title number, author, 
date of publication and publisher, addresses, date written, and the name and address of the person
(s) having possession of the document. As used in this data request the term "document(s)" includes 
publication of any format, workpapers, letters, memoranda, notes, reports, analyses, computer 
analyses, test results, studies or data, recordings, transcriptions and printed, typed or written 
materials of every kind in your possession, custody or control or within your knowledge. The pronoun 
"you" or "your" refers to Missouri Gas Energy-(Gas) and its employees, contractors, agents or 
others employed by or acting in its behalf.  

Security : Public
Rationale : NA

 
With Proprietary and Highly Confidential Data Requests a Protective Order must be on file.

Page 1 of 1Missouri Public Commission

7/17/2006file://C:\Documents%20and%20Settings\jenkil\Local%20Settings\Temporary%20Internet%20Files\OLK2...

charlt
Schedule 2



charlt
Schedule 2-3




































	Jenkins Aff.pdf
	page 1




