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' REBUTTAL TESTIMONY OF

2

	

MICHAEL T. LANGSTON

3

	

CASE NO . GR-2001-382

4

	

MARCH 18, 2003

5
6

	

Q .

	

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS FOR THE RECORD.

7

	

A.

	

My name is Michael T . Langston. My business address is Energy Worx, 221 West 6`h

8

	

Street, Suite 1900, Austin, Texas 78701 .

9

to

	

Q.

	

ARE YOU THE SAME MICHAEL T. LANGSTON THAT HAS PREPARED

11

	

DIRECT TESTIMONY IN THE PROCEEDING?

12 A. Yes.

13

14

	

Q.

	

PLEASE STATE THE PURPOSE OFYOUR REBUTTAL TESTIMONY.

15

	

A.

	

The purpose of my rebuttal testimony is to address certain issues raised in the direct

16

	

testimony of Missouri Public Service Commission ("Commission") Staff ("Staff')

17

	

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

18

	

will address :

19

	

"

	

Ms. Jenkins' misuse of, and incorrect reliance on, storage data in her analysis
20

	

of MGE's storage purchasing practices, and the fundamental flaws associated
21

	

with her approach;
22

	

"

	

the arbitrary nature of Ms. Jenkins' proposed 30% monthly minimum hedging
23

	

position and its inconsistency with the Commission's prudence standard;

24

	

"

	

Mr. Sommerer's claims that MGE already had Commission authority to hedge
25

	

prior to the winter of 2000/2001 ; and
26

	

"

	

the lack of support for, and significant errors inherent in, Mr. Sommerer's
27

	

position regarding the release ofMGE's capacity on KPC.



1

2

	

PURCHASING PRACTICES - STORAGE

3

	

Incorrect Use offnformation

a Q. PLEASE DESCRIBE THE INFORMATION USED BY MS. JENKINS IN HER

5 DIRECT TESTIMONY TO ASSESS MGE'S STORAGE PURCHASING

6 PRACTICES .

7 A. In order to evaluate Missouri Gas Energy's ("MGE's") storage purchasing practices for

8 the winter of 2000/2001, Ms. Jenkins states in her direct testimony that she has relied on

9 MGE's responses to Staff Data Request ("DR") Numbers 21, 28, and 68, as well as

10 information from various Reliability Reports.

11

12 Q. FIRST, WITH REGARD TO THE DATA RESPONSES, ARE THERE DISTINCT

13 DIFFERENCES IN THE INFORMATION PROVIDED IN THE RESPONSES TO

14 THESE DATA REQUESTS?

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

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

17 information provided in these responses .

18

19 First, the response to DR Number 28 primarily addressed the method by which MGE

20 calculates its average storage inventory cost . As such, there were detailed schedules

21 included in the response that showed volumes purchased and average storage cost

22 calculations . In addition, included as part of the response to DR Number 28 was a listing

23 of the storage injection and withdrawal schedules for the 2000/2001 year . In these



i

	

schedules, the columns labeled "Original Plan" generally represented the planned

2

	

injection and withdrawal levels from MGE's storage on the Williams Gas Pipeline

3

	

Central ("Williams") and Panhandle Eastern Pipe Line ("PEPL") systems. These

4

	

numbers represented the planned levels of injections and withdrawals entering the

5

	

injection or withdrawal season, respectively (hereafter referred to as MGE's "baseline"

6

	

storage plan).

7

8

	

Second, the responses to Staffs DR Numbers 21 and 68 show MGE's storage plans for

9

	

the same time period, but the data has been updated based on actual results on a month-

10

	

to-month basis as MGE moved through the year. For example, the data for January

11

	

would reflect the actual results experienced by MGE for November and December and

1z

	

include any necessary modifications to the baseline levels that would need to be made to

13

	

January's withdrawals as a result . Therefore, the storage information provided in these

14

	

two responses effectively represents monthly storage plans that have been updated during

15

	

the winter heating season based on knowledge of the facts at the time .

	

Attached as

16

	

Schedules MTL-17, MTL-18, and MTL-19 are copies ofMGE's responses to Staff s DR

17

	

Numbers 21, 28, and 68, respectively.

18

19 Q.

	

WOULD YOU PLEASE GENERALLY COMPARE AND CONTRAST THE

20

	

INFORMATION USED BY MS. JENEINS FROM DR NO. 28 VERSUS THE

21

	

INFORMATION SHE USED FROM DRNOS. 21 AND 68?

22

	

A.

	

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

23

	

from DR Numbers 28 and the information she used from DR Numbers 21 and 68.



2

	

Table 1:

	

Comparison of Storage Information Contained in DR Numbers 21, 28
3

	

and 68

DR No. 28 DRNos. 21 and 68
Information Source ACA Filing Monthly Supply Planning

MGE Baseline Winter Storage Documents Dated :
Plan " 10/23/00

" 11/28/00
" 12/20/00
" 01/17/01
" 02/16/01

Purpose of the Information Annual Baseline Storage Monthly Scheduling and
Planning Nominations

Time Information Prepared Spring to Early Summer Week Prior to Beginning of
Preceding the ACA Year that Upcoming Month to Which It

begins July 1 Applies :

" 10/23/00 for Nov 2000

" 11/28/00 for Dee 2000
" 12/20/00 for Jan 2001

" 01/17/01 for Feb2001

" 02/16/01 for Mar 2001

Information Available for Prior Years' Supply " Expected Normal
Preparation of Documents Requirements and Actions Consumption Volumes;

" Known History of Current
Heating Season ;

" Forecasted Weather .
q

5 Q. HOW HAS MS. JENKINS' USED THE INFORMATION PROVIDED IN THESE

6 DATA RESPONSES IN HER DIRECT TESTIMONY?

7 A. Ms. Jenkins's utilizes the data response information in an attempt to paint the picture that

8 MGE's gas supply planning is flawed because MGE's planned storage withdrawal

9 pattern does not track the long-run average distribution of heating degree days over the



1

	

winter heating season.

	

For example, on page 15, lines 13 through 16 of her direct

2

	

testimony, Ms. Jenkins claims that :

3

	

. . .MGE's planned withdrawals show that the largest planned withdrawal
4

	

is in November, the heating season month with the fewest number of
5

	

heating degree days, and the smallest planned withdrawal is in January,
6

	

the heating season month with the greatest number of heating degree days .
7

	

(Direct Testimony of Lesa Jenkins, Case No. GR-2001-382, January 15,
8

	

2003, page 15,11 . 13-16) .
9
10

	

Specifically, Ms. Jenkins implies that MGE "planned" on withdrawing volumes from

11

	

storage in January 2001 that were lower than any of the remaining months of the winter

12

	

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

13

	

maximum storage quantity in January 2001 .

14

15 Q.

	

IS THERE A PROBLEM WITH MS. JENKINS' USE OF THIS DATA

16

	

RESPONSE INFORMATION IN HER DIRECT TESTIMONY?

17

	

A.

	

Yes. There is a significant problem with Ms. Jenkins' use of this storage information in

18

	

her direct testimony because she utilizes the information incorrectly, i.e., she utilizes the

19

	

information for a purpose that it was not intended and that is not relevant to her proposal .

20

	

As explained earlier, the responses to DR Numbers 21 and 68 are reflective of monthly

21

	

storage plans that have been updated to account for actual information known during the

22

	

winter heating season.

	

In other words, they are not representative of MGE's baseline

23

	

storage plan entering the winter heating season. As noted above, the information

24

	

provided for January 2001 is reflective ofthe storage activity that had already occurred in

25

	

November and December 2000 . In addition, the documents provided at the end of DR

26

	

Number 68 are actually from Williams pipeline regarding William's estimates of MGE's

27

	

storage withdrawals for the winter of 2000/2001 . These documents were not prepared by



1

	

MGE and were only provided to Staff in the response to DR Number 68 to show the

2

	

actual withdrawals from the Williams storage for the winter of 2000/2001 .

	

Thus, the

3

	

storage volumes presented in the responses to DRNumbers 21 and 68 have been adjusted

4

	

from MGE's baseline storage plan developed prior to the winter heating season and will

5

	

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

6

7

	

The only "planned" storage withdrawal volumes going into the winter of 2000/2001 that

8

	

were prepared for storage dispatch planning purposes, and thus are relevant to Ms.

9

	

Jenkins' approach , are the volumes presented in the response to DR Number 28. This

10

	

baseline storage plan has generally remained the same since the winter of 1998/1999, and

11

	

is presented in Table 2 below:

12

13

	

Table 2 : 1

	

MGEBaseline Storage Plan for Winter of 2000/2001 (as presented on
14

	

DR Number 28 and on Schedule MTL-18)

15

	

November

	

4,150,166 MMBtu
16

	

December

	

3,454,240 MMBtu
17

	

January

	

3,464,251 MMBtu
18

	

February

	

3,162,867 MMBtu
19

	

March

	

2,247,507 MMBtu
20

21

	

As shown in the response to DR Number 28 and in the table above, the projected storage

22

	

withdrawal volume for January 2001 was the second highest winter storage withdrawal

23

	

volume of the winter heating season behind only the withdrawals projected for November

24

	

2000 .

	

Therefore, it is inappropriate of Ms. Jenkins to utilize the information in the

25

	

responses to DR Numbers 21 and 68 in the context ofbaseline storage planning since the

26

	

storage figures in those responses were not prepared in the context of storage planning

27

	

prior to the winter heating season and are not representative of MGE's storage planning .
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2

	

Q.

	

WAS THE INFORMATION MGE PROVIDED IN THE RESPONSES TO DR

3

	

NUMBERS 21 AND 68 EVEN AVAILABLE PRIOR TO THE WINTER OF

4 2000/2001?

5

	

A.

	

No. As I discussed above, the storage information in those responses was updated based

6

	

on information known during the winter of 2000/2001 based on the circumstances that

7

	

existed at the time. Thus, the information in those responses was clearly not available

8

	

when MGE developed its baseline storage plan prior to the winter of 2000/2001, which

9

	

was generally the same plan that it had used since the winter of 1998/1999 . Therefore,

10

	

the use of this information by Staff to criticize MGE's baseline storage planning is

11

	

misplaced, hindsight review that is inconsistent with the Commission's prudence

12,

	

standard, and simply without merit . In fact, the entire discussion in Ms. Jenkins' direct

13

	

testimony from page 17, line 1 through page 18, line 16 is entirely without foundation, as

14

	

the premise of her arguments is based on data that are not reflective of the purpose for

15

	

which she is using the data.

16

17

	

Q.

	

WAS MGE'S BASELINE STORAGE PLAN FOR THE WINTER OF 2000/2001

18

	

CONSISTENT WITH MGE'S PLAN FOR THE PREVIOUS WINTERS?

19

	

A.

	

Yes. As stated in my direct testimony and as shown in Table 3 below, MGE's storage

20

	

utilization plan for the winter of 2000/2001 was consistent with the baseline storage

21

	

utilization plans since the winter of 1998/1999 . MGE's baseline storage plan for the

22

	

winter of 1999/2000 was provided to Staff in the response to DR Number 27 in Case No.

23

	

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



1

	

plan for the winter of 1998/1999 was, to my knowledge, never provided to Staff since it

2

	

has not been asked for by Staff in any proceeding.

	

However, the baseline withdrawal

3

	

levels for November 1998 were reflected in copies of the Sendout® computer model

4

	

outputs provided to Staff shortly after November 1, 1998 .

5

6

	

Table 3:

	

MGE Storage Plan for the Winter of 1999/2000 (as shown in Schedule
7

	

MTL-20)
8

	

Winter 1999/2000
9

	

November 4;129,600MMBtu
10

	

December

	

3,422,720 MMBtu
11

	

January

	

3,431,360 MMBtu
12

	

February

	

3,178,067 MMBtu
13

	

March

	

2,135,523 MMBtu
14

15

	

As can be seen clearly in Table 3 above, MGE's storage plan was generally the same for

16

	

the winter prior to the winter of 2000/2001 at issue in this proceeding, and was generally

17

	

the same as for the winter of 1998/1999 as well . Although Staff has conducted yearly

is

	

ACA audits, Staff has never previously indicated to MGE that its baseline storage plan in

19

	

use since 1998/1999 was unreasonable .

20

21

	

Q.

	

IS MS . JENKINS' POSITION IN THIS PROCEEDING CONSISTENT WITH

22

	

STAFF'S PRIOR POSITIONS REGARDING THE APPROPRIATE LEVEL OF

23

	

MGE'S STORAGE INVENTORY?

24

	

A.

	

No.

	

Attached as Schedule MTL-21 is a copy of the direct testimony and supporting

25

	

schedules filed by Mr. James A. Busch, then a member of Staff, in Case No. GR-98-140

26

	

on March 10, 1998 . In Mr. Busch's direct testimony in that rate case, he dealt with

27

	

calculations involving an appropriate "normalized" level of storage injections and



i

	

withdrawals in order to calculate an appropriate inventory price level for working capital

2

3

4

5

6

7

8

9

10

11

;12.

13

14

	

Q.

	

INCASE NO . GR-98-140, DID MR. BUSCH USE A HEATINGDEGREE DAY

15

	

DISTRIBUTION FOR HIS CALCULATION OF "NORMAL" STORAGE

16

	

WITHDRAWAL LEVELS?

17 A. No.

18

19

	

Q.

	

IN YOUR OPINION, WHY DO YOU THINKTHAT THERE IS A DIFFERENCE

20

	

BETWEEN STAFF'S POSITION IN THAT PROCEEDING AND STAFF'S

21

	

POSITION IN THIS PROCEEDING?

purposes . In Schedule 1 and Schedule 2 attached to Mr. Busch's testimony, are

projections of storage inventory on the Williams and PEPL systems. Specifically, for

November, Mr. Busch proposed a "normal" storage withdrawal level of approximately

3 .3 Bcf. This level is significantly higher than the "normal" storage withdrawal

calculated by Ms. Jenkins, shown on Table 3-1 of Schedule 13-2 of her direct testimony

that shows a "normal" storage withdrawal level for November of approximately 2.5 Bcf.

Therefore, Staff previously proposed a level of storage withdrawals that was

approximately 32% greater than the "normal" storage withdrawal level calculated and

being utilized by Staff in this proceeding . This reinforces my point that Ms. Jenkins has

misused the data in this proceeding based on hindsight and does not reflect the baseline

storage plan utilized by MGE .



1

	

A.

	

Inmy opinion, it appears to simply be an attempt by Staff at using data that best fits their

2

	

position at the time, regardless of whether the data is relevant to the way Staff is using it,

3

	

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

4

5

	

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

6

	

Q.

	

DO THE PROBLEMS WITH MS. JENKINS' MISUSE OF THE INFORMATION

7

	

IMPACT HER ANALYSIS OF MGE'S PLAN FOR ORDERING FIRST-OF

8

	

MONTH FLOWING SUPPLIES AND HER PROPOSED PLAN FOR STORAGE

9 WITHDRAWALS?

l0

	

A.

	

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

11

	

and storage utilization are both severely flawed .

12

13

	

Q.

	

WHAT IS MS. JENKINS POSITION WITH REGARD TO MGE'S PLAN FOR

14

	

ORDERING FIRST-OF-MONTH SUPPLIES?

15

	

A.

	

Ms. Jenkins claims on pages 19-24 in her direct testimony that MGE should, at a

16

	

minimum, have sufficient planned first-of-month flowing supplies to cover warm weather

17

	

requirements for November through January. Specifically, with regard to November

18

	

2000, Ms. Jenkins states :

19

	

Staff's review of the Company decisions shows that for the month of
20

	

November 2000, the Company did not plan on and nominate enough term
21

	

gas [first-of-month flowing supplies] to cover even warm month
22

	

requirements (natural gas requirements for warmest November weather) .
23

	

If the Company had planned on term gas to cover warmest month
24

	

requirements, then less storage withdrawals would have been necessary in
25

	

November 2000, leaving the storage gas for the normally colder months to
26

	

come.

	

(Direct Testimony of Lesa Jenkins, Case No. GR-2001-382,
27

	

January 15, 2003, page 21, line 22 through page 22, line 5) .
28



1

	

Ms. Jenkins continues with a similar analysis for December and January as well,

2

	

consistently alleging that MGE should have ordered first-of-month flowing supplies to

3

	

cover warm month requirements .

4

5 Q. IS STAFF'S APPROACH OF ORDERING FIRST-OF-MONTH FLOWING

6

	

SUPPLIES BASED ON WARMEST MONTH REQUIREMENTS A

7

	

REASONABLE APPROACH FOR MGE?

8

	

A.

	

Absolutely not. In addition to using data incorrectly and for a purpose that it was not

9

	

intended, Ms. Jenkins also erroneously claims that ordering first-of-month flowing

10

	

supplies for MGE based on warmest month requirements is prudent. Planning for first-

11

	

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

12

	

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

13

	

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

14

15

	

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

16

	

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

17

	

experienced within a month. In other words, Ms. Jenkins' position incorrectly assumes

18

	

that first-of-month flowing supplies should be scheduled based on average monthly

19

	

demand when, in fact, it is more appropriate and prudent to plan and schedule first-of-

20

	

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

21

	

testimony, by baseload, I mean that MGE and other LDCs plan their level of first-of-

22

	

month flowing supplies on a minimum level of daily demand that is projected to occur on

23

	

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



1

	

customers will consume each and every day for the month. For example, as shown on

2

	

Ms. Jenkins' Schedule 3-2, she supports a warm month usage for November of 5,591,673

3

	

MMBtu, which translates into a daily scheduled flowing supply volume of 186,389

4

	

MMBtu/day (i.e., 5,591,673 divided by 30 days in November) .

	

Therefore, Staff is

5

	

claiming that MGE should order, at a minimum, first-of-month flowing supplies of

6

	

186,389 MMBtu/day for the month of November, even though there are normally a

7

	

significant number of days in November for which demand is substantially lower than

s

	

186,389 MMBtu. Schedule MTL-15 in my direct testimony illustrated this exact point

9

	

and even used a flowing supply volume for Staff that was lower than what Ms. Jenkins

10

	

has supported in her direct testimony (i.e ., 181,265 MMBtu/day versus 186,389

11

	

MMBtu/day). Therefore, the problems with Staff's proposal presented in Schedule

12

	

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

13

14

	

Q.

	

DOES MS. JENKINS ADMIT THAT HER ANALYSIS DOES NOT ACCOUNT

15

	

FOR DAILY WEATHER VARIABILITY?

16

	

A.

	

Yes. When asked in a recent data request in this proceeding, Ms. Jenkins admitted that

17

	

her storage analysis in this proceeding did not account for any daily weather variability :

18

	

DR#34:

	

Please indicate, yes or no, whether any of the analysis
19

	

included within or referred to by Ms. Jenkins' direct testimony
20

	

and supporting schedules accounts for daily weather variation
21

	

as opposed to average monthly weather variation .
22

23

	

Response : No.

	

The information provided to Staff by the Company is
24

	

based on monthly planning . See the Company Reliability
25

	

Reports and the Company responses to DR Nos 21, 28, and
26

	

68 . The daily numbers are shown in part of the Company DR
27

	

responses, but the daily average reported by the Company are
28

	

simply the monthly total divided by the number of days in the
29

	

month. From information provided by the Company, it is



1

	

Staff's understanding that storage injections and withdrawals
2

	

are used to absorb daily variations and the Company may also
3

	

utilize swing or spot flowing gas for daily variations .
4

	

(Response of Lisa Jenkins to Data Request . Number 34, Case
5

	

No. GR-2001-382, February 24, 2003.)
6

7

	

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

8

9

	

Q.

	

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

to ACCOUNT?

11

	

A.

	

Yes. I have shown on Schedule MTL-16 attached to my direct testimony that, as a result

12

	

of the warm weather experienced in October 2000, MGE entered into a short-term

13

	

interruptible storage contract with Williams to accommodate additional storage volumes

14

	

injected in excess of its contracted Maximum Storage Capacity. As such, MGE did not

15

	

have the operational flexibility to inject any "daily swing" quantities into storage in early

16

	

November. Therefore, it was even more important to plan flowing gas volumes for

17

	

November 2000 based on minimum baseload consumption expectations instead of

is

	

average monthly numbers as utilized by Ms. Jenkins .

19

20 Q. PLEASE EXPLAIN THE PROBLEMS WITH STAFF'S APPROACH TO

21

	

ORDERING FIRST-OF-MONTH FLOWING SUPPLIES BASED ON AVERAGE

22

	

MONTHLY DEMAND INSTEAD OF BASELOAD MONTHLY DEMAND.

23

	

A.

	

As explained in my direct testimony, Staff s proposed approach to ordering first-of-

24

	

month flowing supplies could be both costly and potentially harmful to MGE's customers

25

	

by negatively impacting reliability . Staff s proposal, when reviewed over the long-term,

26

	

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



2

3

demand on most days . Therefore, MGE could be forced to sell a significant amount of its

excess first-of-month flowing supplies in the market at precisely the time when demand

would be at its lowest, supplies of gas would be relatively easy to obtain, and thus, the

4

	

price in the market would be at its lowest . This is particularly true in November since

5

	

storage injection capabilities are low. MGE would effectively be dumping gas into the

6

	

market at prices likely well below the price for which it had purchased the gas at the first-

7

	

of-month index .

	

In addition, if MGE was unable to sell all or a portion of the excess

8

	

first-of-month flowing supplies and operationally could not temporarily "store" the gas

9

	

on the pipeline (subject to imbalance penalties), MGE would potentially be forced to

10

	

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

12'; :Flaws With Staff's Storaee Withdrawal Proposal

13 . Q.

	

WHAT HAS MS. JENI{INS PROPOSED REGARDING THE PLAN THAT MGE

14

	

SHOULD HAVE UTILIZED . FOR STORAGE WITHDRAWALS FOR THE

15

	

WINTER OF 2000/2001?

16

	

A.

	

In her direct testimony, Ms. Jenkins says that MGE should have utilized what she calls an

17

	

"expected" storage utilization plan . In other words, Staff's proposed "expected" storage

18

	

utilization plan is what Staff claims that MGE should have utilized for the winter of

19

	

2000/2001 based on the normal monthly distribution of heating degrees days throughout

20

	

the winter heating season . As stated in Ms. Jenkins' direct testimony :

21
22
23
24
25
26
27

Staff would also expect that the planned storage withdrawals for normal
weather would be distributed based on the normal distribution of heating
degree days in the heating season months - thus more storage would be
utilized in the coldest heating season month of January and the least
storage would be utilized in the warmest heating season month of
November. (Direct Testimony of Lesa Jenkins, Case No. .GR-2001-382,
January 15, 2003, page 20,11. 5-9) .



1
2

	

Staff's "expected" storage utilization approach is shown on Schedule 13-2 of Ms.

3

	

Jenkins' direct testimony in Table 3-1 ., As I have indicated previously, this is a flawed

4

	

and simplistic approach .

5

6 Q.

	

WHAT IS THE PROBLEM WITH STAFF ASSUMING THAT STORAGE

7

	

SHOULD BE WITHDRAWN APPROXIMATELY ACCORDING TO HOW THE

8

	

HEATING DEGREE DAYS ARE DISTRIBUTED BY MONTH THROUGHOUT

9

	

THE WINTER HEATING SEASON?

to

	

A.

	

Ms. Jenkins' proposal suffers from two significant flaws : (i) it does not account for any

11

	

intra-month weather variability; and (ii) actual demand does not necessarily follow the

12

	

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

13

	

,

14

	

Q.

	

PLEASE EXPLAIN THE FIRST FLAW WITH MS. JENIQNS' ANALYSIS.

15

	

A.

	

The first flaw with Ms. Jenkins' proposed storage utilization plan is that, again, it does

16

	

not account for any weather variability during each of the months of the winter heating

17

	

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

18

	

remember that MGE's use of storage is driven by many factors, first and foremost of

19

	

which are the operational considerations of maintaining system reliability and flexibility .

20

	

Therefore, as explained in my direct testimony, since November is the most variable

21

	

month in terms of heating demand, and storage is the supply resource most capable of

22

	

supporting this variability, MGE plans on utilizing the greatest level of storage during

23 November.

24



1

	

Q.

	

BEFORE YOU DISCUSS THE SECOND FLAW, IS IT APPROPRIATE FOR

2

	

MGE'S PLANNED STORAGE WITHDRAWALS TO BE HIGHER IN

3

	

NOVEMBER THAN IN JANUARY, EVEN THOUGH THERE ARE A GREATER

4

	

NUMBER OF HEATING DEGREE DAYS IN JANUARY?

5

	

A.

	

Yes. As discussed in my direct testimony, the storage withdrawal volumes for November

6

	

2000 are intentionally higher than December 2000 and January 2001 for a very important

7

	

reason, i.e ., MGE experiences significant weather variability in November in its service

8

	

territory and storage provides the needed flexibility to appropriately manage this

9

	

variability. In addition, it must be remembered that the flexibility of storage is reduced in

10

	

November since the injection capabilities are significantly low. Accordingly, the normal

11

	

operational use for storage in November is for withdrawals since substantial volumes

- 12

	

cannot be injected with storage already relatively full . Therefore, MGE utilizes its

13

	

storage to manage this variability to avoid over-nominating flowing gas, and thereby (i)

14

	

protects customers from potentially higher costs that could result from having to sell

15

	

excess flowing gas in the market at depressed prices ; (ii) mitigates the potential of being

16

	

required to pay substantial pipeline imbalance charges ; and/or (iii) avoids potentially

17

	

harming the reliability of the pipeline and future supplies .

18

19 Q. WHAT IS THE SECOND FLAW WITH MS. JENKINS' STORAGE

20

	

WITHDRAWAL PLAN?

21

	

A.

	

As noted above in the quote from Ms. Jenkins' direct testimony, she claims that Staff

22

	

would have expected ofMGE that "more storage would be utilized in the coldest heating

23

	

season month of January." While Ms. Jenkins is correct in stating that January is the



1

	

month with the greatest number of heating degree days on average on MGE's system, the

2

	

flaw with her argument is that January does not always have the most demand of the five

3

	

winter months.

	

In contrast to Ms. Jenkins' "expectations" of how MGE should be

4

	

withdrawing its storage based on heating degree days, the actual demand on MGE's

5

	

system for December 2000 was not only higher, but actually significantly higher than the

6

	

demand in January 2001 . Specifically, the actual demand for December 2000 was

7

	

16,074,076 MMBtu as compared to the demand for January 2001 of 12,718,983 MMBtu.

8

	

In other words, demand for December 2000 was 26% higher than demand in January

9

	

2001, or the month in which Ms. Jenkins claims that MGE should have planned for and

10

	

utilized the most storage . Ms. Jenkins is effectively arguing that a person should dress

11

	

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

12

	

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

13

	

hand, utilized its storage and scheduled either first-of-month or intra-month flowing

14

	

supplies throughout the winter of 2000/2001 so that its customers would continue to be

15

	

provided with reliable service regardless of weather-induced variations in demand .

16

	

Because demand in November and December was so strong, MGE purchased additional

17

	

flowing supplies in January to ensure reliability, and throughout the winter of 2000/2001,

18

	

MGE's customers were provided reliable natural gas service, as they have been in other

19

	

winters as well .

20

21

	

Q.

	

BASED ON THE FLAWS WITH MS. JENKINS' ALLEGATIONS REGARDING

22

	

HOW MGE'S STORAGE UTILIZATION SHOULD HAVE BEEN CONDUCTED



1

	

FOR THE WINTER OF 2000/2001, DOES HER PROPOSAL HAVE ANY

2 MERIT?

3

	

A.

	

No. Staff s allegation that MGE improperly utilized its storage because too much storage

4

	

was withdrawn in November and December is completely without merit and is simply

5

	

baseless . As discussed at length in my direct testimony and in this rebuttal testimony,

6

	

MGE utilized and continues to utilize its storage portfolio to address both daily

7

	

fluctuations in demand, and to meet high overall levels of customer requirements as

8

	

experienced in November and December 2000. Therefore, MGE utilized its storage in

9

	

the winter of 2000/2001 specifically for the purpose that it was intended . As Staff and

10

	

the Commission are aware, MGE's supply portfolio was sufficient to meet both the peak

11

	

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

12

13 Q .

	

IS STAFF'S "EXPECTED" STORAGE PLAN, WHICH IS BASED ON A

14

	

MONTHLY DISTRIBUTION OF HEATING DEGREE DAYS THROUGHOUT

15

	

THE WINTER HEATING SEASON, REASONABLE FROM A COST

16 PERSPECTIVE?

17

	

A.

	

No . Not only is Staffs "expected" storage plan inappropriate from an operational

18

	

perspective (as explained above and shown in Schedule MTL-15 attached to my direct

19

	

testimony) since it does not account for intra-month demand variability, it is also

20

	

inappropriate from a cost perspective .

	

Essentially, Staff s proposed storage utilization

21

	

plan would generally be more costly for MGE's customers than MGE's storage

22

	

utilization plan . Schedule MTL-23 contrasts the costs between Staffs "expected" storage

23

	

plan and MGE's baseline storage plan that was developed prior to the winter of



1

	

2000/2001 . Schedule MTL-23 shows what the total winter gas supply cost would have

2

	

been if each of those same plans had actually been utilized in the five most recent winters

3

	

for which data is available . This schedule provides another way to test the

4

	

reasonableness of Staffs proposal based on historical data .

5

6

	

Q.

	

PLEASE EXPLAIN HOW THE COMPARISON IN SCHEDULE MTL-23 WAS

7 PREPARED.

8

	

A.

	

First, MGE's monthly storage withdrawal plan (as shown in column (f) on Schedule

9

	

MTL-23) is based on the storage withdrawal volumes presented in response to DR

10

	

Number 28 and referenced in Ms. Jenkins' direct testimony. Staffs "expected" monthly

11

	

storage withdrawal plan (as shown in column (c) of Schedule MTL-23) is based on the

12: .

	

`; same total winter storage withdrawal level, i.e ., 16,479,031 MMBtu, with the total

13

	

volume distributed by month according to the percentage of heating degree days in each

14

	

month consistent with Staffs approach outlined in Ms. Jenkins' direct testimony and

15

	

supporting schedules. Second, the level of flowing supplies under each plan is then

16

	

calculated as the difference between the actual monthly demand that occurred in each

17

	

month and the level of projected storage withdrawals for each month. Lastly, the cost of

18

	

the storage withdrawals and flowing supplies in each month under each plan are based on

19

	

MGE's actual storage monthly weighted average cost of storage gas ("storage WACOG")

20

	

and the weighted average first-of-month index price as published by Inside FERC for

21

	

Williams and PEPL, respectively .

22



1

	

Q.

	

IF EACH OF THE PLANS HAD BEEN UTILIZED OVER THE PAST FIVE

2

	

YEARS, HOW DOES STAFF'S PROPOSED "EXPECTED" STORAGE

3

	

UTILIZATION PLAN COMPARE TO MGE'S STORAGE UTILIZATION

4 PLAN?

5

	

A.

	

As shown in column (q) of Schedule MTL-23, Staff's "expected" storage utilization plan ,

6

	

which is based on withdrawing gas from storage consistent with how the monthly heating

7

	

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

8

	

customers in four ofthe fast five years . In other words, MGE's storage plan would have

9

	

been less costly to its customers than Staff's proposed plan in every year except the

10

	

unprecedented and abnormal winter of 2000/2001, which included the coldest November

11

	

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

12

13 Q. WHY WOULD STAFF'S "EXPECTED" PLAN GENERALLY BE MORE

14

	

COSTLYTO MGE'S CUSTOMERS?

15

	

A.

	

Staffs "expected" storage utilization plan generally assumes that storage withdrawals

16

	

should be greatest in January, since January historically has the greatest number of

17

	

heating degree days, and thus, the greatest level of demand. This is shown in column (b)

18

	

of Schedule MTL-23. However, the flaw with Staffs proposed approach is that it also

19

	

assumes that natural gas prices are also directly tied to heating demand and thus highest

20

	

in January, and this is simply not the case . As shown in column (j) on Schedule MTL-23,

21

	

first-of-month natural gas index prices for November were higher than the prices for

22

	

January in four of the five most recent years. In fact, November index prices have been

23

	

substantially higher than January index prices in the recent past, with November prices



1

	

being higher by $0.50/MMBtu or more in three out of the five years, and even being

2

	

$1 .00/MMBtu more in the winter of 1997/1998 .

3

4 Q .

	

WILL MGE'S ACTUAL STORAGE WITHDRAWALS FOR A SPECIFIC

5

	

WINTER HEATING SEASON EVER BE THE SAME AS ITS PLANNED

6

	

STORAGE WITHDRAWALS PRIOR TO THAT WINTER HEATING SEASON?

7

	

A.

	

No. One simply cannot ignore the fact that weather changes from year-to-year, month-

8

	

to-month, and day-to-day, and therefore, actual storage utilization will never match the

9

	

storage utilization plan . For example, in most years recently, MGE's actual storage

10

	

utilization in November was less than the planned volumes due to warmer-than-normal

11

	

weather being experienced in November . However, MGE did not need to change its

12

	

baseline storage plan, because it was sufficient to deal with both warmer-than-normal and

13

	

colder-than-normal winters, As demonstrated above, MGE's storage utilization plan for

14

	

the winter of 2000/2001 is reasonable and sound when compared to recent actual demand

15

	

data, and provides a significant benefit to its customers, as it provides the necessary

16

	

flexibility to accommodate changes in weather, changes in demand, and changes in

17

	

market prices throughout the winter . In contrast, the storage utilization proposal that

18

	

Staff believes MGE should have utilized for the winter of 2000/2001, which is based on a

19

	

heating degree day distribution, only addresses average weather, and does not

20

	

accommodate changes in demand or price .

21

22 Q. AS A GENERAL RULE, WOULD STAFF'S STORAGE "EXPECTED"

23

	

WITHDRAWAL PLAN BE BENEFICIAL TO MGE'S CUSTOMERS?



1

	

A.

	

No. As I have demonstrated in my direct testimony and on Schedule MTL-15 in this

2

	

proceeding, Staff's "expected" storage plan on which it bases its proposed disallowance

3

	

is fatally flawed and entirely unworkable from an operational perspective . As described

4

	

in my direct testimony, since Staff s storage utilization plan is based on average monthly

5

	

demand rather than baseload monthly demand, Staffs storage utilization plan would

6

	

result in additional costs, rather than lower costs, to MGE's customers, in most years . In

7

	

addition, as shown on Schedule MTL-23, Staff s "expected" storage utilization plan also

8

	

suffers from economic failures as well . Staffs proposed storage plan inaccurately

9

	

assumes that weather, demand and natural gas prices are all directly correlated and follow

10

	

one another throughout the winter heating season, which simply is not the case . Staffs

11

	

"expected" storage utilization plan does not account for changes in market prices

",- :12-

	

. . .

	

.

	

throughout the winter, and thus, as shown on Schedule MTL-23, would have resulted in

13

	

higher costs to MGE's customers if it had been applied in four out of the past five years

14

	

as compared to the plan that MGE developed and has utilized since the winter of

is 1998/1999 .

16

17

	

MGE'sDecember 2000 Flowine Supplies

18 Q.

19

20 A.

21

22

23

WOULD YOU ALSO LIKE TO ADDRESS MS. JENKINS TESTIMONY

REGARDING MGE'S DECEMBER FLOWING SUPPLIES?

Yes. On pages 18 and 19 ofher direct testimony, Ms. Jenkins discusses MGE's plans for

December of 2000, specifically stating that MGE went into the month with a reduced

level of flowing supplies, thus making it necessary to rely more heavily on storage

withdrawals .

	

As discussed in my direct testimony and the direct testimony of MGE



1

	

Witness Reed, natural gas prices at that time were at record high levels and there were

2

	

indications that the weather for the first half of December in the central portion of the

3

	

United States was going to be warmer than normal . Therefore, based on the

4

	

circumstances that existed at the time, MGE believed that natural gas prices during

5

	

December 2000 would be lower than the first-of-month prices and ordered less flowing

6

	

supplies. MGE ordered less flowing supplies for December 2000, not because it was

7

	

speculating or as a result of mismanagement, but rather because MGE was reasonably

8

	

managing its system based on the circumstances and facts known at the time, which

9

	

indicated that gas prices would recede from their unprecedented high levels and

10

	

customers' natural gas costs could be mitigated . As stated previously, in contrast to the

11

	

indications at the time, natural gas prices did not ultimately go down as anticipated, but

--this could only be known with the benefit of perfect hindsight. Also, it should be pointed

13

	

out to the Commission that Ms. Jenkins does not discuss the fact that, when MGE

14

	

realized that natural gas prices were not going to recede as anticipated, MGE did not

15

	

simply wait around and draw additional volumes from storage, but rather immediately

16

	

purchased more flowing gas .

17

18

	

In addition, Ms. Jenkins implies in her direct testimony that MGE did not supply any

19

	

evidence for the basis of its decision to order a reduced level of first-of-month flowing

20

	

supplies for December 2000 . MGE originally believed that the information on which it

21

	

relied to make its decision could not be released due to the copyrighted nature of this

22

	

information . Subsequently, MGE determined that such information could be provided to

23

	

Staff in a data request response as highly confidential, and MGE has supplied the



1

2

3

4

5

6

7

Q.

evidence that MGE utilized that indicated it was reasonable to assume that gas prices

would recede in the first part of December 2000. The specific information that indicated

that the central United States would experience above normal temperatures for the

beginning part of December and that the entire country was expected to be average for

the first half of December is attached as Schedule MTL-24, which is a part of the

information that was previously provided to Staff.

IS THERE ANOTHER ISSUE REGARDING MGE'S -DECEMBER 2000

FLOWING SUPPLY PURCHASES THAT REQUIRES CLARIFICATION?

Yes. On page 21, lines 8-11, Ms. Jenkins discusses information known by MGE on

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

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

asserts . While seemingly only a matter of a few days, this difference is significant in this

instance because of what was happening in the natural gas markets in late-November

2000 . As discussed in my direct testimony, the evidence regarding potential price

direction for December 2000 was different on November 27`h than it was on November

22'.

13 . .

14-

15

16

17

18

19 Otherlssues

ARE THERE ANY ISSUES THAT YOU WOULD LIKE TO ADDRESS FROM

THE DIRECT TESTIMONY OF STAFF WITNESS JOHN H. HERBERT

REGARDING STORAGE PURCHASING PRACTICES?



Not at this time . Mr. Herbert's testimony is quite general in nature and not directly based1 A.

2

3

4

5

6

7

s

9

10

11

	

PURCHASING PRACTICES -HEDGING

12 . . Inconsistency ofStaffs Approach with Commission Prudence Standard

13

	

Q.

	

WHAT HAS STAFF CLAIMED REGARDING MGE'S HEDGING PRACTICES

14

	

FOR THE WINTER OF 2000/2001?

15

	

A.

	

As discussed in Ms. Jenkins' direct testimony, Staff has claimed that MGE should have

16

	

hedged, at a minimum, 30% of its normal -requirements for each month throughout the

17

	

winter heating season .

18

19 Q.

20

21

22 A.

23

on MGE specifically .

	

In addition, the conclusions that he draws in the portions of his

direct testimony that are specific to MGE are based on his own perceptions rather than

supported by facts directly pertinent to the prudence of MGE's actions in this proceeding.

However, I would like to point out that I have not been able to fully evaluate Mr.

Herbert's testimony since he has failed to provide us with copies of certain published

articles that he has authored in the past . We have made an additional request to obtain

this material . Upon receipt and review of these articles, I reserve the right to file

supplemental rebuttal testimony should it be necessary.

IS STAFF'S PROPOSAL REGARDING MINIMUM HEDGING VOLUMES

REASONABLE OR CONSISTENT WITH THE COMMISSION'S PRIOR

PRACTICE?

No. Staff's proposed hedging "standard" and resulting disallowance is unreasonable and

unsupported by prior Commission prudence precedent for two primary reasons . First, as



1

	

discussed in detail in my direct testimony and in the testimony of MGE Witness Reed,

2

	

Staff developed the benchmark by which it is measuring MGE's prudence (i.e., its 30%

3

	

hedging "standard") after-the-fact. Staff has admitted in deposition that neither MGE nor

4

	

any other LDC in Missouri was informed in advance by Staff that a monthly minimum

5

	

hedging level of 30% was the standard by which Staff was going to measure hedging

6

	

prudence going forward.

7

8

	

Second, it is also unreasonable to apply this hindsight hedging "standard" to each of the

9

	

five months during the heating season rather than applying the standard to MGE's

10

	

volumes hedged for the entire beating season as a whole . Storage is a physical hedging

11

	

mechanism, meaning that natural gas can be injected during the summer months when

12 .

	

-.

	

.

	

natural gas prices are typically lower and then withdrawn in the winter to serve relatively

13

	

higher customer demand when natural gas prices are typically higher. However, as Staff

14

	

is clearly aware, there are numerous factors that impact how storage is utilized during the

15

	

winter heating season, including weather variation, demand changes, operational issues

16

	

and natural gas pricing shifts . Therefore, after evaluating the costs and benefits of

17

	

storage, MGE (and other LDCS) establish an appropriate amount of storage necessary to

18

	

ensure system reliability, cost minimization and price stability, but neither MGE nor any

19

	

other LDC can guarantee how storage will be utilized on a month-to-month basis . Staff

20

	

is clearly aware of this fact based on its support for the Laclede Gas Company settlement

21

	

("Laclede Settlement") filed in September 2000. 1 As stated in my direct testimony, the

Laclede Gas Company, Unanimous Stipulation and Agreement, Missouri Public Service Commission, Case No.
GO-2000-394, p. 2 . ; Missouri Public Service Commission, Order Granting Motion to Stay Setting ofProcedural
Schedule and Approving Unanimous Stipulation and Agreement, Case No. GO-2000394, September 28, 2000 .



1

	

Laclede Settlement specifically stated that "financial protection may, at the Company's

2

	

election, be procured in the same or varying quantities for each month, including zero for

3

	

certain months."2 It is arbitrary, unreasonable and unfair for Staffto attempt to apply this

4

	

hindsight developed hedging "standard" on a month-by-month basis in this proceeding

5

	

when it specifically supported month-by-month variability in Laclede's hedging

6

	

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

7

8

	

Q.

	

DID STAFF EVER COMMUNICATE TO MGE PRIOR TO THE WINTER OF

9

	

2000/2001 THAT STAFF WOULD BE EVALUATING MGE'S HEDGING

10

	

PRACTICES BASED ON A 30% MONTHLY MINIMUM HEDGE

11 "STANDARD"?

12 . A . .

	

No . As demonstrated in my direct testimony and the direct testimony of MGE Witness

13

	

Reed, Staff admitted that it never communicated its proposed hedging "standard" prior to

14

	

the winter of 2000/2001 . Since the filing ofthe direct testimony, Staff has also admitted

15

	

in data responses that it did not communicate, prior to the winter of 2000/2001, the

16

	

manner in which it was going to assess the prudence of MGE's hedging activities .

17

	

Specifically, in the response to DR Numbers 26 and 27, Ms. Jenkins responded as

18 follows :

19

	

DR #26:

	

Did Staff ever publicly propose to or communicate with
20

	

LDCs in Missouri generally, or MGE specifically, prior to
21

	

the winter of 2000/2001 that Staff deemed a 30% minimum
22

	

monthly hedging requirement to be appropriate?
23
24

	

Response:

	

Not specifically 30%.
25
26

Ibid.



stated :

DR #27:

	

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

Response :

	

Not a specific minimum monthly hedge volume.

These data requests and Staffs responses are attached as Schedule MTL-25 .

In addition, Staff Witness Herbert also admitted in the response to DR Number 19 that

the 30% figure was developed in a conference call in the spring of 2002 . His response

also demonstrates the arbitrary nature of the 30% figure, and unbelievably, that it was

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

assessing whether MGE's hedging practices for the winter of 2000/2001 were prudent.

In the response to DR Number 19, which is attached as Schedule MTL-26, Mr. Herbert

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

. . .As we proceed through the heating season the 30% of normal heating
degree days and normal requirements will most likely provide us with
heating degree day or requirement amounts that are much lower than the
average low heating degree days or requirements on a day . My thouuhts
at the time were that the 30% number would apply better over all
companies and all months. Thus, 30% seemed more reasonable than a
number nearer the 70% number because we wanted to use something that
could be readily applied and accepted for all companies and all months,
Nonetheless, I thought it would be much too low for some months such as



1

	

December and January and thus excessive and unnecessary customer
2

	

requirements would be exposed to price risk and computed damages
3

	

would also be much too low.

	

(emphasis added)

	

(Response of John
4

	

Herbert to Data Request Number 19, Case No. GR-2001-382, February
5

	

24, 2003 .)
6

7

	

Clearly, Mr. Herbert's explanation of Staff's development of the benchmark on which it

8

	

is basing the prudence of MGE's hedging actions for the winter of 2000/2001 highlights

9

	

the fact that it was completely arbitrary, was done after-the-fact, and is blatantly

10

	

representative of attempted hindsight review . Mr. Herbert admits that the calculation of

I I

	

damages, rather than LDC actions, was a factor in the selection of the percentage of

12

	

hedging that was being developed by Staff. As discussed in the direct testimony ofMGE

13

	

Witness Reed, this clearly violates the Commission's prudence standard, which

14 .

	

specifically states that a company's actions, not the results of those actions, are to be

15

	

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

16

17

	

Q.

	

EVEN IF, FOR THE SAKE OF ARGUMENT, WE ASSUMED THAT STAFF'S

18

	

30% HEDGING "STANDARD" IS REASONABLE, DID MGE HEDGE OVER

19

	

30% OF ITSNORMAL REQUIREMENTS FORTHE WINTER OF 2000/2001?

20

	

A.

	

Yes.

	

Staff has claimed that MGE should have hedged in total 30% of normal winter

21

	

heating season requirements, or 15,984,365 MMBtu, for the winter heating season . As

22

	

discussed in my direct testimony, MGE had a maximum storage quantity of 17,767,629

23

	

MMBtu and actually withdrew 16,856,032 MMBtu for the winter of 2000/2001 . Clearly,

24

	

both of these figures, i.e ., the storage MSQ and the actual storage withdrawals for the

25

	

winter of 2000/2001, were greater than the arbitrary, hindsight hedging "standard" that



I

	

Staff developed for this proceeding.3 Therefore, even if for the sake of argument the 30%

2

	

hedging "standard" were reasonable, MGE's storage portfolio was sufficient to meet the

3

	

standard on a heating season basis .

4

5

	

Lack ofCommissionApproved HedzineAuthority and Cost Recove

6

	

Q.

	

WHAT IS THE ISSUE THAT YOU WOULD LIKE TO ADDRESS IN THE

7

	

DIRECT TESTIMONY OF STAFF WITNESS SOMMERER REGARDING

8 HEDGING?

9

	

A.

	

In his direct testimony, Staff Witness Sommerer attempts to portray MGE as being

to

	

imprudent with regard to hedging and relying too heavily on index-based pricing.

11

	

Specifically, Mr. Sommerer claims in his direct testimony that Staff "warned" MGE of

'.12

	

the risks of relying too heavily on index-based pricing and claims that MGE already had

13

	

the authority to hedge natural gas costs without prior Commission authorization. First,

14

	

on page 11 ofhis direct testimony, Mr. Sommmerer states that:

15

	

On September 24, 1999, a Staff recommendation [in Case No. GO-2000-
16

	

231] criticized MGE for its late filing to extend its price stabilization
17

	

program and reaffirmed that MGE already had authority to hedge gas
18

	

costs without prior Commission authorization (Schedule 8) . (emphasis
19

	

added) (Direct Testimony of David Sommerer, Case No. GR-2001-382,
20

	

January 15, 2003, page 11,11 . 2-4) .
21
22

	

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

23

	

In late September 2000, MGE requested various modifications to its price
24

	

stabilization program [in Case No. GO-2001-215] (Schedule 9). The Staff
25

	

opposed this request, advising the Commission that MGE already had
26

	

existing authority tohedge its gas costs .

	

The Staff recommended that

In addition, it should be noted that MGE also purchased fixed price supplies in addition to its storage volumes
that also provided additional pace hedging for the winter of 2000/2001 that have not been included in the
figures addressed above. Therefore, if included, an even greater percentage ofMGE's winter season
requirements were hedged.

	

_



1

	

MGE be advised to take appropriate steps to review hedging without pre-
2

	

approval . The Commission affirmed that concept in October 2001
3

	

(Schedule 10) . (emphasis added) (Ibid., page 11,.11 . 6-8) .
4

IS THERE A SPECIFIC PROBLEM WITH THE FIRST STATEMENT THAT5

6

	

YOU REFERENCED ABOVE FROM MR. SOMMERER'S DIRECT

7 TESTIMONY?

8

	

A.

	

Yes. With regard to the first referenced statement above from Mr. Sommerer's direct

9

	

testimony in Case No . GO-2000-231, Mr. Sommerer's own Schedule 8 rebuts his

10

	

conclusions . Schedule 8 refers to Staffs opinion regarding MGE's hedging authority,

11

	

rather than the Commission's findings in that case . Specifically, as presented in the Staff

12

	

recommendation to the Commission dated September 23, 1999 on Schedule 8-2, the letter

13 states :

14

	

In . Staffs opinion , hedging is a reasonable component of a Local
15

	

Distribution Company's (LDC) gas procurement portfolio and the
16

	

language contained in the PGA provides adequate permission for a LDC
17

	

to hedge without the need for special authority each year . (Ibid ., Schedule
18

	

8-2).
19

20

	

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

21

	

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

22

	

Commission approval . While Mr. Sommerer is correct that it was Staffs o inion in that

23

	

case that MGE already had authority to hedge without the need for Commission pre-

24

	

approval each year, Staffs opinions are simply that . MGE cannot, and as this case

25

	

shows, should not, conduct business simply on the basis of Staff opinion.

	

As Mr.

26

	

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

27

	

precedent in Missouri .



1

2 Q. IS THERE A PROBLEM WITH THE SECOND STATEMENT YOU

3

	

REFERENCED FROMMR SOMMERER'S DIRECT TESTIMONY?

4

	

A.

	

Yes. With regard to the second referenced statement above from Mr. Sommerer's direct

5

	

testimony in Case No. GO-2001-215, Mr. Sommerer claims that MGE already had

6

	

authority to hedge during the winter of 2000/2001 and that the Commission "affirmed

7

	

that concept" in October 2001 . Again, Mr. Sommerer is interpreting the facts to suit his

8

	

conclusions, confusing Staffs opinions with actual Commission orders and decisions .

9

	

As explained in my direct testimony, MGE was seeking re-authorization of the Price

10

	

Stabilization Fund in September 2000, and although Staff did not support re

11

	

authorization, Staff did file proposed tariff language in its comments and

,12recommendation on MGE's proposal . Staffs recommendation and proposed tariff

13

	

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

14

15

	

Staffs comments suggested to the Commission that MGE's tariff should be modified to

16

	

include language authorizing the use of financial instruments to hedge natural gas prices

17

	

and recognize hedging costs as gas costs to be recoverable in the PGA pursuant to a

18

	

prudence review as are specific types of gas costs . Contrary to the current Staff position,

19

	

it appears from its proposed tariff language in that proceeding that Staff considered such

20

	

a tariffprovision to be necessary to allow MGE to have authority to proceed on that basis

21

	

and recover the associated hedging costs . However, the Commission's order in Case No .

22

	

GO-2001-215 issued on October 26, 2000:

23

	

(i)

	

did not address Staff's proposed tariff language;



i

	

(ii) did not specifically grant MGE authority to purchase financial
2

	

instruments to hedge the price of natural gas outside the parameters
3

	

already established pursuant to the Fixed Commodity Price
4

	

Stipulation; and

5

	

(iii)

	

did not grant MGE the ability to recover the cost of any financial
6

	

instruments used to hedge natural gas if purchased outside the
7

	

parameters of the Fixed Commodity Price PGA that it had already
8

	

approved .
9

10

	

Therefore, at no time has MGE ever had the "automatic" or clear and unequivocal

11

	

authority to hedge natural gas costs as an ongoing part of the overall management of its

12

	

natural gas supply portfolio . Every time that MGE has had authority to hedge natural gas

13

	

costs in the past, including for the winter of 2000/2001, it has been because the

14

	

Commission has issued an order specifically addressing whether MGE has the authority

15

	

to hedge and recover the associated costs pursuant to the specific conditions in the

proceeding. At no time has the Commission issued an order stating that MGE has the

ongoing authority to hedge and recover any associated costs without prior Commission

approval .

17

18

19

20

	

Q.

	

IS MR. SOMMERER'S PORTRAYAL OF STAFF'S "WARNINGS" TO MGE

21

	

AND THE COMMISSION REGARDING INDEXED PRICING PRIOR TO THE

22

	

WINTER OF 2000/2001 ACCURATE?

23

	

A.

	

No. Mr. Sommerer states that Staff "warned" MGE of relying too heavily on indexed

24

	

pricing in Case No. GR-96-78 and in Case No. GO-97-409 .

	

However, both of these

25

	

cases were ultimately settled, with Staff as a signing party, and the Commission's order

26

	

approving both settlements did not address Staff s so-called "warnings" .

	

In fact, the

27

	

recommendation made by Staff in Case No. GR-96-78 was that the Commission require

28

	

MGE to evaluate futures market hedging instruments and other methods that would limit



1

	

upward price risk . However, the Commission order did not address this issue raised by

2

	

Staff in its recommendation . In addition, Mr. Sommerer states that Staff made similar

3

	

warnings in Case No . GO-97-409, but again, the Commission did not issue an order that

4

	

addressed Stafrs,issue . Rather, the settlement in Case No. GO-97-409 provided for a

5

	

number of price stability/mitigation measures, including (i) an experimental price

6

	

stabilization plan; (ii) a reduced number of PGA filings ; and (iii) requiring seasonal PGA

7

	

filings (i.e ., one winter and one summer filing), with the possibility of an unscheduled

8

	

winter filing should it be necessary. Therefore, it is inaccurate and inappropriate for Mr.

9

	

Sommerer to attempt to portray Staff as consistently issuing warnings about indexed

10

	

pricing when, one, the Commission, and not Staff, establishes regulatory policy in

11

	

Missouri, and two, Staff was a signing party of the settlements in both ofthese cases, thus

12 .

	

'-

	

acknowledging that its issues were sufficiently addressed in both cases.

13

14 Q.

	

PRIOR TO THE WINTER OF 2000/2001, DID THE COMMISSION EVER

15

	

INDICATE THAT MGE SHOULD TAKE UNILATERAL ACTION TO HEDGE

16

	

THE PRICE OF NATURAL GAS, WITHOUT COMMISSION APPROVAL OR

17

	

DISCUSSION WITH STAFF OR OTHER INTERESTED PARTIES, AS MR.

18

	

SOMMERER HAS SUGGESTED?

19

	

A.

	

No. In fact, quite the opposite . Attached as Schedule MTL-28 is a letter that MGE's

20

	

then president and chief operating officer Steve Cattron sent to Commission Chair Sheila

21

	

Lumpe in the middle of June 2000 .

	

The purpose of the letter was to inform the

22

	

Commission Chair and the other Commissioners of the high natural gas prices being

23

	

experienced at that time in the market and that, despite the best efforts of Staff, MGE and



1

	

the Office of Public Counsel, the hedging plans that had been established for MGE

2

	

customers were unlikely to be implemented for the winter of 2000/2001 . MGE's letter

3

	

requested a direct meeting with the Commissioners to initiate an "important dialogue" to

4

	

discuss what actions could be taken to address these issues .

5

6

	

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

7

	

Schedule MTL-28, she stated :

8

	

I agree that time is of the essence if we are to most effectively address the
9

	

potential problems caused by the high price of gas .

	

Because of the
10

	

pervasive nature of this issue, it is of utmost importance that the PSC's
II

	

response is orchestrated to best meet the needs of all Missourians
12

	

irrespective of their gas service provider .

	

I am hesitant to lead the
13

	

Commission to addressing the problem one company at a time and
14

	

therefore must decline your request to have MGE individually address the
15

	

Commission at this time. Instead, I would ask that MGE participate in a
16

	

meeting that the PSC staff will conduct next Monday in Jefferson City .
17

	

Through this workshop, all of the state's gas companies can participate in
18

	

an open discussion of the issue and work together with staff to develop
19

	

recommendations for the Commission on how to best manage the
20

	

problems brought by the current high price of gas . Recommendations
21

	

requiring the Commission's review and approval would be handled in an
22

	

expedited manner. I hope that you will agree that this strategy affords us
23

	

the best chance of addressing this problem in a way that is fair and
24

	

consistent to consumers and gas companies statewide, and in the shortest
25

	

amount of time . (emphasis added) (Letter from Chair Lumpe to MGE
26

	

President/COO Steve Cattron dated June 20, 2000).
27

28

	

As clearly stated in the Chair's letter to MGE, the Commission believed that it was most

29

	

appropriate to work collaboratively, not unilaterally, with Staff and other interested

30

	

parties to appropriately deal with the high price of natural gas. Therefore, Mr.

31

	

Sommerer's assertions that MGE should have hedged without prior Commission

32

	

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

33 proceeding.



1

2 Q. MR. SOMMERER ALSO STATES ON PAGE 11, LINES 13-16 THAT MGE

3 "RECOGNIZED ITS MANAGEMENT RESPONSIBILITY WITH REGARD TO

4 HEDGING COSTS" IN A SUBSEQUENT LETTER TO CHAIR LUMPE DURING

5 THE WINTER OF 200012001 . WOULD YOU PLEASE COMMENT?

6 A. The December 18, 2000 letter from MGE to Chair Lumpe was another attempt by MGE

7 to communicate with the Commission about the natural gas price situation, and

8 specifically (as indicated in the second paragraph of the letter) to correct potential

9 mistaken impressions that may have been drawn from an article in the Kansas City Star .

10 However, Mr. Sommerer appears to want to use the letter as support for some notion that

11 is not specifically apparent in the letter itself.

12

13 Q. HAS THE COMMISSION PROVIDED MGE WITH THE CLEAR AUTHORITY

14 TO ENGAGE IN FINANCIAL HEDGING AND THE RECOVERY OF

15 ASSOCIATED HEDGING COSTS?

16 A. No, I do not believe so . As noted above, the Commission's October 26, 2000 order in

17 Case No. GO-2001-215 was extremely vague and unspecific . In addition, a subsequent

18 order regarding the issue of financial hedging was equally vague. For example, on March

19 30, 2001, MGE filed tariff sheets to eliminate, and implement an alternative to, the $2.25

20 per MMBtu trigger price mechanism embodied in its tariff as a result of the

21 Commission's approval of the Stipulation and Agreement implementing the Fixed

22 Commodity Price PGA in Case No. GO-2000-705. Ultimately, by order issued on May

23 25, 2001, the Commission approved tariff sheets that effectuated the elimination of the



1

	

$2.25 per MMBtu trigger price mechanism. However, in so doing, the Commission-at

2

	

the urging of Staff-declined to adopt tariff language for MGE that would have

3

	

specifically provided for the use of financial hedging and the recovery through the PGA

4

	

of the associated hedging costs . A copy of Staff's recommendation, MGE's response,

5

	

and the Commission's order in Case No. GO-2000-705 are attached as Schedule MTL-

6

	

29, MTL-30 and MTL-31, respectively . Therefore, I cannot conclude that, on the basis

7

	

of the language in the Commissions' orders to date, MGE has specific Commission

8

	

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

10

	

Q.

	

DO YOU HAVE ANY ADDITIONAL PROBLEMS WITH MR. SOMMERER'S

11 STATEMENTS?

12 . . A.

	

. Yes. To expand somewhat on a point made previously, Mr. Sommerer implies that MGE

13

	

would have authority to engage in hedging without any specific language in the PGA

14

	

clauses of its tariff, or approval from the Commission.

	

Since there can be significant

15

	

costs associated with hedging, and those costs would be sought to be recovered from

16

	

ratepayers, 1 find Mr. Sormnerer's approach to be completely contrary to my

17

	

understanding of the approach the Commission has followed in. the past. It has always

18

	

been my understanding that an LDC is allowed to operate solely on the basis of its tariff

19

	

language that has been approved by the Commission. It is also my understanding that an

20

	

LDC must have specific tariff language authorizing the utility to assess charges to

21

	

customers . Otherwise, the utility is at risk for the claim that its actions were unlawful .

22

	

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

23

	

services, and it describes in detail the procedures that the LDC is to follow, for example,



the specific steps that are to be taken before a disconnection can be made. This is

especially true when it comes to gas cost recovery . I am aware that there have been

Commission cases in the past on whether LDCs could automatically recover Take-or-Pay

and other transition costs that were the result of government-required changes in the way

the pipelines and LDCs operated . Those cases resulted in changes to the PGA tariff

language specifically authorizing the billing and recovery of these types of charges

because they were not present before-hand . I am also aware that there was a big

controversy in the past regarding the charging of "overhead" costs by Missouri utilities

when that term was not spelled out in a utility's tariff, with the result being that most all

of the utilities had to obtain Commission approval to insert new definitions in tariffs in

order to charge for "overheads ."

The point of this discussion is that 1 think it is wrong for the Staff to argue or even imply

that a utility has broad general powers to take actions to hedge and recover the associated

costs without specific Commission approval to do so. To firrther demonstrate this, all

you have to do is look .at a little history on this topic. The Commission approved very

specific tariff language each and every time MGE has been authorized to financially

hedge natural gas prices and recover the associated hedging costs since MGE began

financially hedging during the winter of 1997/1998 . Based on these Commission orders

from August 1997 and up to the winter of 2000/2001, and the entire history of how the

Commission has operated by requiring specific provisions in tariffs, it was reasonable for

MGE to believe that prior Commission authorization was a necessary and appropriate

part of the hedging process . MGE had no approved tariff, or even a Commission order,



which stated that MGE was free to hedge in any manner it saw fit and that the associated

costs would be recovered from its ratepayers. Given that, I believe it is wrong for Staff to

claim in this proceeding, after the fact, that Commission approval of hedging authority

and the associated cost was neither necessary nor appropriate .

1

2

3

4

5

6

	

KPC CAPACITY RELEASE

7

	

Q.

	

WHAT HAS MR. SOMMERER STATED IN HIS DIRECT TESTIMONY WITH

8

	

REGARD TO THE RELEASE OF CAPACITY ON KPC?

9

	

A.

	

Mr. Sommerer has alleged that MGE should have posted for release to other shippers its

10

	

KPC capacity for the months of July through October 2000 and April through June of

11

	

2001, or in other words, the summer months of the ACA period at issue in this

, : 12 .

	

proceeding .

	

In the alternative, if MGE were not going to release its KPC capacity, it

13

	

should have released its Williams capacity and utilized its KPC capacity. As such, Mr.

14

	

Sommerer has recommended a disallowance for MGE not releasing its KPC or Williams

15

	

capacity during these months, and the disallowance is based on the assumption that MGE

16

	

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

17

18 Q.

	

DO YOU BELIEVE THAT STAFF'S POSITION IS REASONABLE AND

19

	

SUPPORTED BY ACTUAL FACTS?

20

	

A.

	

No.

	

In fact, Mr. Sommerer's position is completely unsupported by the facts o£ the

21

	

capacity release market on KPC and Williams at the time at issue in this proceeding. As

22

	

discussed at length in my direct testimony, there has never been a successful capacity

23

	

release on the KPC system by any party. In addition, as demonstrated in my direct



1

	

testimony on Schedule MTL-9, page 2 of2, it would not have been economic for MGE to

2

	

release its Williams capacity and utilize its KPC capacity instead because the average

3

	

release rate on Williams was 14% of the maximum rate, and not 75% as Mr. Sommerer

4

	

suggests in his direct testimony.

5
6 Q . HAS MR. SOMMERER ADMITTED THAT THE BASIS OF HIS POSITION IS

7

	

WITHOUT FACTUAL SUPPORT?

8

	

A.

	

Yes. Mr. Sommerer has admitted in the response to recent data requests that the 75%

9

	

calculation was not based on any actual market data . It is entirely arbitrary and derived

10

	

without any factual or supporting market information., Specifically, in the response to

11

	

DR Number 55, which is attached as Schedule MTL-32, Mr. Sommerer stated :

12

	

DR #55 :

	

Please show, through workpapers, notes or other materials,
13

	

how Staff calculated that MGE could obtain 75% of the
14

	

maximum tariff rate if MGE had released its capacity on
15

	

Williams during the ACA period in question in this
16

	

proceeding.

	

If no analysis or calculation was conducted,
17

	

please indicate as such.
18
19

	

Response :	Nospecific calculation was performed but was based
20

	

upon the requirement that an assessment of the value of a
21

	

forgone capacity release transaction be conducted . The
22

	

Staff's rationale for this value was at some level between
23

	

maximum FERC rates and a 50% discount . (emphasis
24

	

added)

	

(Response of David Sommerer to Data Request
25

	

Number 55, Case No . GR-2001-382, February 24, 2003 .)
26

27

	

This assessment was an evaluation of the actual non-recallable release transactions that

28

	

had occurred on Williams during the time period in question. However, Mr. Sommerer

29

	

failed to account in his "assessment" for the fact that the only non-recallable releases on

30

	

Williams during the summer months of the 2000/2001 ACA period were very small

31

	

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



2

3

4

5

6

7
8
9
10
11
12
13
14
15
16

volumes that MGE was attempting to release during this time period, i.e., 10,000 Dth/day

or more. Moreover, many of these Williams capacity release transactions were also long-

term releases that had been released in 1997, or over three years before the ACA period

in this proceeding . In fact, Mr. Sommerer admitted in a recent response to a data request,

which is attached as Schedule MTL-33, that capacity release transactions of these sizes

are not comparable.

DR #56:

	

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

Response:

	

No. These capacity levels are materially different in size.
(Response of David Sommerer to Data Request Number
56, Case No. GR-2001-382, February 24, 2003.)

Therefore, as demonstrated above, the basis of Staff's position with regard to the release17

18

	

of its KPC capacity during the ACA period of 2000/2001 is arbitrary, has no support in

19

	

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

20

	

the Commission.

21

22

	

Q.

	

DOES THIS CONCLUDE YOUR REBUTTAL TESTIMONY?

23

	

A.

	

Yes, at this time .
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MISSOURI PUBLIC SERVICE COMMISSION
DATA INFORMATION REQUEST RESPONSE

Case No : GR-2001-382
Data Request No : 21

Requested By:

	

Lesa Jenkins and Mike Wallis

Requested From:

	

Mike Noack

Date of Request:

	

, June 4, 2001

Information Requested:

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

Response:

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

Prepared By:

MISSOURI GAS ENERGY
A Division of Southern Union Company

Schedule MTL - .17
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7,742 284 8.006 248,188

Delivered WGPC KC Meter, 10,00 - 446 10,445 323,888
10 .000_ - 448 10.448 323,888

0 0 0 0
0 0 0 0

115,035 6,041 121,076 3,753,356

S1
REASON MINIMUM= MAXIMUMST PUNK PIAWMD

�:e e.mw - - 0 - 17,808 10,771 333,901
�neseUwla 0 37;500 22 .679 703.049

0 ' 55,30a 33,450 1,016,950

pmRed~, 0 0 2.356 73,038

a 0 2,356 73,036

D 0 0 0
0 0 0 0

32,194 998,014
5 .359 168,129

32 .425 1,005,175
16 .098 499,038

0 0
0 0

0 86,076 2,668,356

0 55,308 121,882 3,778,142

-006 -25,000

0 "14

evXPEPLFIO"wfnaVulumesnra'~~'on

Haven
Rd Zone

0
5,359 Duke

Total PEPL 5,359 Duke



MISSOURI GAS ENERGY
SUPPLY IDEMAND SUMMARY

	

September Demand
September 2000 Final

'

	

ASSIGNED TERM U

SUS-TOTALWINJE717EPMSUPPIlE9

SPOTPURCHASES

susrmALSParwauuaes

Schedule MTL -17

00%OFNbRMAL 2Dm-7`CWd'.
c'nPOP-~7°;'-T

WGPCCUSTOMER DEMAND
WGPCT33STORAGE INJECTION(-YYIQHDRAWALI-)

	

InlecliOn
WGPCFSSSTORAGE INJECTION (.yWITHORAWAL(-/

	

IlyacOon
SUB-TOTALWGPCOEMAND

PEPLCUSTOMERDEMAND

	

Avg1138PEPLSTORAGEIWECTON("YWRHORAWAL(-)

	

Inle[bon
SUB-TOTAL PEPLDEMAND

PER. @ PONY EXPRESS
SUB-TOTAL PEPL@PONY EXPRESS

PXPCUSTOMER DEMAND
SUB-TOTAL PONY DEMAND

PXPQWGPCGLAVIN
SUB-TOTALPXPQWGPCGLANN

KPCCUSTOMER DEMAND
SUB-TOTALKPOCDEMAND

GRAND TOTAL ALL DEMAND (COMPARE TO TOTAL SUPPLY)

GRAND TOTALALL SUPPLIES (COMPARETO TOTAL DEMAND)

DeliveryTo KanswGas Sennoe

	

QWNG Pent 24200, Topeke, 25.000 UVMIo.

TOTAL SUPPLY LESS TOTAL DEMAND

AMOCO ENERGY TRADING-TM

	

GP a8801
OXYUSAINC-TIS

	

GP3a0W

SUB-TOTALASN"EOTells 3UPPIIE2

s CMOETERMSUPPLIES
Orwaa

	

P'tP

SIIFTOTALIFAMSUPPLIES -

MGE SUMMER SUPPLIES

Duke

	

®EdtoSprings
Duke

	

OnPEPL in field zone
Duke

	

On PXP4V4I,QRo*pW
Duke

	

onWNG field zone

Haven 0
Rd Zone

	

5.488 Ouke
TO~FEPLS~ Duke

"PDP- 1 r `~1Grv£YVa.

AO Vol. Ineualva Ot Fuel

~:E[AoNew:Ca{ed InddGe~sPmJUN'orsEtial3E` ",
Am.
OXY
Duke 1

1o,7n
15.000

~t~l

1,415,100 MOnWLy Total
48,170 Daily Average

0 NOD'7
Wall,KR
MY

NMMMBM
PERDAY

TOTAL

GAILY
TOTAL

MONTHLY

28,150 1179 28,829 884,870
Nommate41,147DWd 38 .390 2,757 41 .147 1,23/,410
'N .Inele5.6200W0 5,243 377 5 .820 168.6W

71,783 3,813 75 .598 2,287,820

0uB1 500®KCMeters -Balancing 1 .336 27 1,385 40,950
NOmmate4.1MOWd d077 86 4,123 123690

5,375 113 5,468 164,640

Deiivere0107M 6 Elm 0 0 0 0
0 0 0 a

Delivered 107M&Elm 8,582 296 8978 289340
8,682 296 8,978 269,340

DelivemdWGPCKCMOters 10,000 448 10 .448 313,440
10 .000 448 10,448 313,440

1445100
0 0 0 0
0 0 0 0

95,840 4,670 100,510 3,015,300

30
RFAeUN WHIMUM910 WM.M9m PIANm PIANMO

min:Oe,roN 0 17,808 10,771 323,130
son : damand 0 37,500 22,679 880,370

0 55,308 33,450. 1,003,500

Paee4wa++a: a a 2,563 76 .690

0 0 2,553 T6,a90

0 0
0 a

32,194 965,820
5,488 164,640
18 .563 505,890

- 10,790 323.700

0
0 .
0
0
0

0 a 55,335 1,960,058

a 55,3aa 10,348 3,040,440

-673 . -25.000

5 140

~k~~=s~;ePEPL~owtno~Vnlumm
I

'~:s



MISSOURI GAS ENERGY
SUPPLYIDEMAND SUMMARY

	

October Demand
October 2000 -Final

Schedule MTL - 17

100Y GRro

4E%ho HawGa a'cj fnciu3`e3"TPdEuctla" ual..,, -
Amoco 10,770
Day 15,000
Duke 32,195

0
0yyy

Total Supply
-T-

57.965
Total Remaimn 0

3,224,795
104,026

' 279

Moodily Total
DWIYAVera99
HOD's

MIARTtIPER
DAY

FUPAMMaTU
PER DAY

TOTAL
DAILY

TOTAL
MONTHLY

WGPC CUSTOMER DEMAND 63,512 1,540 85,352 2.025,912
WGPCTSSSTORAGE INJECTION p1MATHDRAWAL(-) Inject .. Nominate 37.054DWd 34,571 2 .483 37,054 1,148,874
WGPCFSSSTORAGE INJEC77ON("YWITHDRAWAL(-) Inject .. Nommate5.620OWd 5,243 377 5,620 17g220
SUBTOTAL WGPCDEMAND 103,626 4,400 108,028 3,340,005

PEPL CUSTOMER DEMAND Avg 1,798 OuIS1 500 Q KC Meten-Balanang 2 .298 47 2,345 72,595
PEPL STORAGE

INJECTION
(vi~ZRAWALI-) injecbon Norrinale4,123OWd 4,037 BS 4,123 127,813

SUB-TOTAL PEPL DEMAND 6,335 13 8,468 200,506

PEPL @ PONY EXPRESS DeWered ID7A s. Elm 0 0 0 0
SUB-TOTAL PEPL @ PONY EXPRESS 0 0 0 p

PXP CUSTOMER DEMAND Delivered 107a1 S Elm 37,916 1 .294 39 .210 1,215,510
SUB-TOTAL PONY DEMAND 37,916 - 1,294 39,210 1,215.510

PXP @ WGPC GLAVIN DeeveredWGPC KC Meters 0 0 0 0
SUB-TOTAL PXP 8WGPC GIAVIN - 0 0 0 0

KPC CUSTOMER DEMAND - 0 0 0 a
SUB-TOTAL KPOC DEMAND 0 - 0 0 0

GRAND TOTALALL DEMAND (COMPARE TOTOTAL SUPPLY) - 147,877' - 5,827 153,704 4,764,824

ASSIGNED TERM SUPPLIES
at

REASON MINMUMSM 14AXIMUMam PLAN/. ~o

AMOCOENERGYTRADING-T5 GP30002 Mac CamarW a 17,509 10,770 333,870
OXYUSA,INC-7IS - GPa= nun;demand 0 37,500 22.677 702,987

sub-TOTAL ASSIONmTFAIl sUPPUFs 0 35,306 33,447 1,036,557

ONEOK TERM SUPPLIES

ONEOK PXP Peeled voene; 0 0 2,350 73,160

aue-ip7AL7ERMa0PPLEa a 0 2,360 73,160

DUKE TERM SUPPLIES

ECHO SPRINGS 0 0 32,195 998,045
PXP 0 " 0 36,650 1,142 .350
WUUAMS 0 a 43,191 1,338,921
PANHANDLE a 0 6,468 200,500
KANSASPIPEUNE 0 a 0 0
PXP® MIAMI 0 0 0 0

fUa-TOTALw01TERTERMlUPPUE9 0 0 116,7" 3,679,624

GRAND TOTALALLSUPPLIES (COMPARE TO TOTAL DEMAND) 55,306 154,511 4,799.841

Delivery To Kan e=" Gaa SeMce ® WNG Point 24280. Topeka. 25,000 D"o. -800 -25,000

TOTAL SUPPLY LESS TOTAL DEMAND OweesuPPtaso j jIMDFAIUPPuaD 14 1 17



Schedule MTL-17

MISSOURI GAS
SUPPLYIDEMAND

SNovaob~Z000-Flna
10/212000 @ 4:00 PM

WGPC CUSTOMER DEMAND
WGPC TaiSTORAGE WECTONLN'ATHORPWAL(.1
WGPC F39 STORAGE INJECTION INANITPORAWAL 1-1

SUB-TOTAL WGPC DEMAND

PEPLCUSTOMER DEMAND
P0PL STORAGE INJECTION (.YWITNORAWAL (-)

SUBTOTAL PEPLDEMAND

PEPLe PONY EXPRESS
SUB-TOTAL PEPL a PONY EXPRESS

PXP CUSTOMER DEMAND
SUBTOTAL PONY DEMAND

PXP ®WGPC GLAVIN
SUB-TOTAL PXP OWGPC GLLVIN

KPC CUSTOMER DEMAND
SUBTOTAL KPOC DEMAND

GRANDTOTAL ALL DEMANDICOWARETUTOTAL3UFPLY)

ASSIGNED TERM SUPPLIES

AMOCOENEROYTMOINO-TAaeaiosPWNG9 005071712
OAYVaA,INC-TM 15 ECNO6P otiG4

	

CP 10003
OKYUSA. INC-TMaWLWWOPROW~ONPOINTS

	

G,=0

=9-TOTAL ASSmeo TERMSUPpuw

ONEOK TERM SUPPLIES

ONEOA a PAPCHEYENNE

W6TOTAL GKEOK TERM SUPPLIES

' DUKETERM SUPPLIES

vnuuus® ECHO WmNos
PONY EKPRE33® CHEYENNE
tNLLAM3
PAN
WTNSAO

PSASP
IELINE

PoNr EJmaESS ® ww9

w9-TOTALGMLE TERM 9UPPUE3

Dative" ToYa63a3GasSarvice

	

0WNGPOi0124290,Tope39,25=0DWMO .

Novembe,Dem,RA

GRANDTOTAL AllSUPPLIES ICOMPME TO TOTAL DEMAND)

TOTALSUPPLY LESS TOTALDEMAND

Slonge
PRO A

Avg
(38SUwag

m
REASON

YJNGPEAIC~AYREOU7REMENT..INeFOEFUaif ;'kut &

LE
E

JG FULLTRANSPORT

	

117fG FULLTRANSPORT

	

737,82
LESSMAXSTORAGEWTHORAWAL 493,81

NG GAS NEEDS

	

243,67
GNOMINATED

	

is,
a
a
0
al

PEAK DAY NEEDS

	

-

	

165,2

ENERGY
UMMARY
l

Ec1io NeW-- 'Cais " ICeElud'eiPf'OJU°cHaiFG1 :T'~ ^7=1,7 N.:

OAF
QA",

17,90
75,
25,1

a
a

7,425,161 Momhly Total
247.512 Daily AYeTage MMSNPER NELMMDTV TOTAL TOTAL.

657HOD'a DAY POI! DAY DAILY MONTHLY

210,902 1,898 80,465 2,413,950
-138,331 0 a a

With Nominate 0 (Zero) a a a 0
eIIaW. 208,513 78,569 . - 1 .896 .80,465 2,413,950

8705, 3735 008.2000 BL, 1000 KC) 10,822 137 8,467 194,810
wt6 NOminaW4320DWd 4,272 a 0 0

8,350 137 6,487 194,610

Delivered 10701 S Elm 0 0 0 0
0 0 0 0

OeliYaed 107818 Elm 19,988 682 20,870 820.10
19,988 682 20,670 620.100

Dah.d WGPC KC M.W s 0 0 0 0
0 a 0 0

0 0 0 0
0 0 0 0

iae07 - - 2,775 -16~,62z 3,223,66

0 0 17,808 534,240
6 a 15,0" 45a,Ma
0 0 22,500 '675,000

a 0 55,308 1,659,240

a 0 1,000 30,000

0 0 1,000 30,"0

0 0 25 .157 754,710
0 0 19,670 590,100
0 0 D 0
0 0 6,487 194,810
0 0 0 0
0 a a a

0 - 0 - - 57,314 1,539,420

a 0 107,622 3,229,660

0 0

933 25 .000



ASSIGNED TERM SUPPLIER

AAtDCOENERGY TRUdNIG-TM0ECMOSPRINGS

	

01=72
OXY USAINC-VS IS ECHO WRINGS

	

GP 7IXXG
OXYU50.1HC-tIS®WIL11PM9PR000CRONPO7NT4 GP]OOW'

ONEOK TERM SUPPLIER

ONEOK ® PW CHEYENNE

3U9-TOTUO1fEG1LTE0.45UPPUE4

DUKE TERM SUPPLIES

YALAMS0ECHO SPRINGS .
PONY EXPRESS® CHEYENNE
WILLIAMS
PApNANOLE
~MPEDNE
PONY EKPRE39O MIAW

swa0lutnMETFJwsuPPUe9

DecembetOemand

Delivery To Kansas GasSAM

	

0 WNG Ptin124280. Topeka, 25.000 DOVMO.

Schedule MTL - 17

;"7796554MISSOURI GAS ENERGY
SUPPLY IDEMAND SUMMARY
December 2005 -FIAaI

Su9.T0TALA4SaSNWTERM SUPPuee

	

-

GRANOTOTALALLSUPPLIES (COMPARETOTOTAL DEMAND)

TOTAL SUPPLY LESS TOTAL DEMAND evDaUPPU6o(.)IuN08Re9PPUW14

Ech'O?NawI.Ca aO ( In"diraaPmdMdfawFUa``I'''1L" .C`-L-'.� 74."%r:

9y
duke

77,80
15,
25,1

0

m
REASON MI.MUIASM MAKIMUMSm BAWD PLAWMO

0 0 17,806 552 .048
0 0 15,000 465,000
0 0 22,500 897,500

0 0 55,308 1,714,546

0 1,000 31,000

0 . 0 1,OW 31,000

0 0 25,157 779,687
0 .0 32.626 1,011,406
0 0 156 .916 4,864,196
0 0 8,272 256.432
0 0 10,371 321,501
0 0 0 0

G - 0 233,342 7,233,02

a 0 - 259,650 8,979,150

-20,000 120,000

25,=

TE
PEAKDAYREOUIREMENGINa j~EkWI'vLe."BL`AY`>7 w'0 .̂3~

WNG FULL TRANSPORT 737.8
LESSMAXSTORAGENATHORAWAL _49361
PLOWING GAS NEEDS 243.81
G NOMINATED -237.381

0

0
[PEAK DAYNEEDS . 6,4341

11f2BYL000 1 :20 PM 12,400,46S M¢GMty Total
400,015 Dally Avaraga

1073 HDOS
MN9TU PER

DAY
"'EL NMSN
PER DAY

TOTAL
DAILY

TOTAL
MONTHLY

WGPC CUSTOMER DEMAND 323,723 5,593 237,381 7,356,811
WGPC TSS STORAGE INJECTION PNNDNURAWAL I-I -91 .935 0 0 0
WGPCFSSSTORAGE INJECTON(I)MIITKORAWALI-I St..,. W61 N.Ret.a(2am) 0 0 0 0

SUB-TOTAL WGPC DEMAND PRO Avslable 243,613 231,788 5,593 237,381 7.358,811

PEPL CUSTOMER DEMAND Avg (6035 05, 2400 WH, 5000 SL 1000 KC) 14 .436 175 8,272 256,432
PEPL STORAGE INJECTION I "MITHORAWAL11 St~g.Wim No illste6410OWd -6 .339 0 0 0

SUB-70TALPEPL DEMAND 8,097 175 8;272 256,432

PEPL Q PONY EXPRESS Oe4vaed 107M& Elm 0' 0 0 0
SUB-TOTAL PEPL a PONY EXPRESS 0 0 0 0

PXP CUSTOMER DEMAND Defl~107M&Elm 51,856 1,770 53,826 1662,405
SUB-TOTAL PONYDEMAND 519% 1,770 53,626 1962.406

PEP0WGPC GLAVIN OeWamd WGPC KC Motets 0 0 0 0
SUB-TOTAL PEP @WGPCGLAVIN 0 0 0 0

KPCCUSTOMER DEMAND 10000 371 10 .371 321 .501
SUB-TOTAL KPOC DEMAND 10,000 371 10,371 321,501

GRAND TOTAL ALL DEMAND ICOMPARE TO TOTAL SUPPLY) 301,741 7,909 309,650 9,599,150



MISSOURI GAS ENERGY
SUPPLY I DEMAND SUMMARY

	

January Demand
January 2001-Final

Schedule MTL-17

ASSIGNED TERM SUPPLIES

SUS-TOTALASSIGNED TERM supl`Uts

ONEOK TERM SUPPLIES

ONEOK a PXP CHEYENNE

` . DUKE TERM SUPPLIES

W.TDTAL~IERMSU~w

oauvmy TO KAnsas Gas San4Aa

VINGPEAKCAYREDUIREMENT(NaxalPw11 5'R#x3TE#"'nG±}1=tik` ". w':

m
REASON MIMINMm

.WOCOEHERGYTRPINNG-TIS®EGHOSPRINOS

	

GPSAmB
DAY USA, M. TM aECHO SPRINGS

	

. GP xmx
DAYuDAmc-IDSaWtLF115PR000C17oNPOINTs GPIm

SUFTDi4ONEANTEAN9WPUES

vewAMSaECHO WANDS
POM' EXPRE3a a CKEYEMNE

	

''
W1WAM5

	

MrYMeiWUIUbKGSaYeIGPaM3xxs0
PANHANDLE
1v,mSASMPEUfE
PONYEXPRE59®MVA6

GRAND TOTAL ALLSUPPLIES (COMPARE TO TOTAL CEI4AND)

TOTAL SUPPLY LESS TOTALDEMAND wERSOVnum(" 11UXOWVPPDEG(-1

® WNGPdn124280, Topeka, 25,003 OINMO.

Oxy
Duke

17.8
15,
25,5

0
0
0

MANmINalO PtAMO PUWMO

0 0 17.600 552,048
a - 0 15,000 465.000
0 0 22,503 697,503

55,306 1 1,714,546

1 .003 51 .000

0 G 1,000 31,000

0 0 . 25,535 . 791,585
0 a 92,279 2660.649
o a 162,778 5,046,115
0 0 22,818 707,358
0 0 45,523 1,411,213
0 0 0 0

0 346,933 10,816,923

0 0 , 405,241 12,562,471

0 0

803 25,000

13,893,421 MonMlyTotal
448,175D.ItyAVemge

1218 HUD's
MM8TUPEP
WY

NELPNS111
PER DAY

TOTAL
DAILY

TOTaL
MONTHLY

-WGPCCUSTOMERDEMAND 285,358 7,518 243,821 7,552,251
WGPCTS93TORAGEINJECTION (-WATNDRAWAL(1 -49,355 a 0 a
WGPCFSSSTORAGEINJEC110N(" MITHORAWAL(-I Sbmg.W1m N,alunate0(Zam) 0 0 0 0

SUS-TOTALWGPCDEMANO -PROAvaB~e 243.813 236,033 7,618 243,821 7,552 .251

PEPL CUSTOMER DEMAND Av9(7,23705.6.715WE.5,000SL10,0000nEaw) 26,952 461 - 22,818 707,358
PEPL STORAGE IWECTON(WWDHDRAWAL(4 StoragaWal NOminaM9699COVE 41,615 0 0 0

SUB-TOTAL PEPL DEMAND 22,337 481 22,818 707,358

PEPL Q PONY EXPRESS Deevem0107M 8 Elm 0 0 0 0
SUB-TOTAL PEPLQPONY EXPRESS a 0 a a

PXP CUSTOMER DEMAND DN~107M&EM - 70-500_ 24--__72,9-2280,086
SUB-TOTAL PONY DEMAND 70.503 24- 72,906 2260,086

PXP6WGPCGLAVIN DNi~WGPCKCM.Im 19,472 901 20,373 631,553
SUB-TOTAL PXP QWGPC GIAVIN 19,472 901 20,373 831,563

KPC CUSTOMER DEMAND 43.693 1 .630 45,523 1,411 .213
SUB-TOTAL KPOC DEMAND 43,693 1,630 45,523 1,411,213

GRAND TOTALALL DEMAND (COMPARE TOTOTAL SDPPLn 392,205 - . 13,036 405,241 12,562,471

%VNG FULL TRANSPORT 737,626
LESS MAXSTORAGEWITHDRAWAL 49381
I FL04MND
LOWNG

GAS NEEDS 243,81
NA E -278,

0
0
0
0

PEAK DAY NEEDS 7,810



MISSOURI GAS
SUPPLY IDEMAND
FennDary 2001 -Fin a
1117120019 3 :05 PM

l
feOrParv Oema-nA

ScheduleMTL- 17

WGPC CUSTOMER DEMAND
WGPCTSSSTORAGEINJECTION I"YWITNDRAWAL14
WOPCFSSSTORAGE INJECTONI"FYDTNDRAWALI-I

	

St
.agSUB-TOTALWGPCDEMAND"

	

PRO

PEPLCUSTOMERDEMAND

	

-

	

Av9(6PEPL
STORAGE INJECTION I"4WRNDRAWALI-I

	

Stomp
SUB-TOTAL PEPL DEMAND

PEPL III PONY EXPRESS
SUB-TOTAL PEPL®PONY EXPRESS

PXPCUSTOMER DEMAND

	

-
SUB-TOTAL PONY DEMAND

PXPQWGPCGLAVIN
SUB-TOTAL PXPIII WGPCGIAVIN

KPC CUSTOMER DEMAND
SUB-TOTALKPOCOEMANO

GRAND TOTAL ALL DEMAND ICOMPARETOTOTALSUPPLY)

ASSIGNED TERM SUPPLIES

ONEOK TERM SUPPLIER

GNEOK 0 PXPaEYENW

DUKETERM SUPPLIER

WLLIN.IS0 ECI40 WRINGS
PONY IDU RES50 C11EYENNE
WuuMS

	

wkaeaas.mNammmOyNGP~Z4280
PANRWOL6
KAN9ASPIPFJJNE
PONYEXPRESSO MLVa

SYFTMKOYIteTFJta9YPPGE3

ANOCOENE(IGYTMVNG-TAGaEC40SPRINGS

	

GP370G]
OXYLID, INC-T180EGKOWRINGS

	

. .

	

GP30W3
OXYUSA,INC-WS ®WILNMSPRODDCTONPOINR

	

GO 30033

SUa-TOYALUewNw~mSWPUes

~TOTALONEOK~SU~W

GRAND TOTAL ALLSUPPLIES (COMPARBTOTOTAL OEMAND1

TOTAL SUPPLY LESS TOTAL DEMAND OvfR3WPUmI"11uNOWOPPLIeati

Delivery To Kansas GasSemw

	

GWNG Paint 24280. Tope)a. 25,000 OOYMO.

ENERGY
SUMMARY

EcSo:'Neiv~`Ca is
'
h~IUJesPmGii}(on:FYiI~2'"wl-4"c'`> .:Rr s- .

17 .
Cxy 15,
DYke 25,

a
a
a
0

11,210,497 Monthly TOW
401,315DaLly

846 HOD' .
vecage MM9TYA. EYmMM9N TOTAL TOTAL

DAY PERDAY GAILY mo.L,

89,569 6,767 216.422 6 .059 816
-79,914 0 0 0

.W11 Nan ieale0(Zem) 0 a 'a 0
Vailade 243 452 - 209,655 6;787 216.422 0 059 .816

2010 ,5526WB,5000BL1000KC) 16,827 212 10.045 281, 60
w51 Naminate7098CtWd 4.994 ' 0' 0 a

9 .003 212 10,045 281,260

Dm~ 107018 IS. a 0 0 0
0 0 0 . 0

O6vemD107018Hm 70 .500 2,430 72,906 2,041, :68
70 .500 2.405 72.906 2,041,368

OefWaredWGPCKCMetOm 14,479 670 15.149 424.172
14,479 - 670 15,149 424.172

- 10 .000 - 371- 10371 790,388
10,000 371 10,371 29g388

314,487 10,426 324,893 9,097,004

le
REAON a,NIWMNG YAXIMYMa'0 PLANK ~O

0 0 17,808 498,624
0 0 15,000 420,000
0 0 22,500 830,000

.0 - 0 55,308 1,548,624

0 - a 1,000 28,000

- I 1 0' - 3 1,000 28,000

25,535 714,980
0 87,055 2.437,540
0 115,579 3,238,212
a 10,045 281 .260
a 10371 290388
a 0 a

G a 2M,585 6,960,380

- 0 0 . 30!,391 8,537,004

- - -20,000 ' .560,000

. 093 25,000

GPEAKAAYREDUIR MENTLNataFU'a11 :}T:'471+'^~°L"'e
IVMG RILL TRAWSPORT 737,82
L SS MAXSTORAGEVATHORAWAL <9381
~FLO`AING GAS NEEDS 243,81~
I 4HMG NOMINATED -1m .28E

O1
a
a
a

PEAKDAY NEEDS - - 53,514



MISSOURI GAS ENERGY
SUPPLYIDEMAND SUMMARY

	

March Demand
March2001-Rml

KPC CUSTOMER DEMAND
SUB-TOTAL KPOC DEMAND

GRAND TOTALALL DEMAND (COMPARE TO TOTAL SUPPLY)

ASSIGNED TERM SUPPLIES

AMOCO ENERGY TRADING -Ti5®ECHO SPMNGS

	

6P~
OKYUSA, tee: -P94ECRG WRIHGS

	

GPI
OeYUU,INC-T9®YNLUANSPROWCTIONPOINTS

	

GP=O

6U8.TGTAL A6NGNEO TERM SUPWEB

ONEOK TERM SUPPLIES

ONEOK O PXPCHEYENNE

SUB "TOTALONEOKTEAMSUPPDES

DUKETERMS PPL1E5

441WAM E CPIUNGS
PONY EXPRESS

4
® CHEYENNE

	

P'

PAS

	

NIL4eadeFMnNI1G5~PMGPM42421I0

PKANSAS
OLE
PE

POM- EXPRESS ®IAA41

6U&TOTALDUXETFRASUPP11E9

GRANDTOTALALL SUPPLIES (COMPARE TOTOTALDELAND)

TOTALSUPPLY LESSTOTAL DEMAND ovEAwPPUmH1IMxoe6suenlYAti

Dellvery To Kwsee GasSemce

	

0MG. PDim 24280 . Topeka, 25,000 DWMO.

Schedule MTL- 17

{ 00P'-I69610D

31
RPASOM NMIWMLp

- 4PEAK'DAYREOUIR.EMEMTLNesdF 1~-'~°"s`''.3'z~" a::"
G FULLTRANSPORT

	

737,82
LESS MAXSTORAGE'MTNORAWAL

	

493 61
FLOWNGGAS NEEDS

	

1

	

243.81
G NOMINATED

	

-115,
0
0

SPEAK DAY NEEDS 123,17

207,296 6,810 214,106 6,637,286

Ed1o: NewOC c `Inelu'd6'iPm6 ckoo:Fuel -kSa.~+�'°' .̀'
17,

OAy 15,
OWW 25,

0
0
a
a

11 " KIMIMSIO PLN4e PLAwMG

0 17,808 552,048
d 15.00 ._- e65,Wa
0 2250 897,500

0 0 55,308 1,714,548

0 0 1,000 31,000

0 1,Doo 31,000

0 25,535 791,585
0 55,941 1,734,171
0 38,523 1,194,213
0 7,813 236,03
0 5,166 160,786
0 0 0

137.798 4,116,138

D 169,106 S,LS2,256

-26,WO -776,060

BOB 25,000

8,448,472
272,531

691

MonMly Total
Daily Avenge
KDvs

YMomm
DAY

RIELMMBTU
PER DAY

Tom
DAILY

- TOTa-
MONTHLY

WGPCCUSTOMER DEMAND 200,967 4,514 144.386 4,475,348
WGPCTSSSTORAGE INJECTON(-PWITHORAWALI-) .61.115 0 0 0
WGPCFS5STORAGE WECTON7^UWITHURAWAL14 SIAng.t~ NDR+PAWa(Z-01 a a O a

SUB-TOTAL WGPC DEMAND PROAvai~We 208 .513 139,852 4,514 144,366 4,475,346

PEPL CUSTOMER DEMAND Avg(3980OS,4592WE,20008L1000KC) 11,572 161 7,613 236,003
PEPL STORAGE INJECLON1 "MITHORAWAL(-) SWng.wm NOmIRSW41810thJC 4,120 0 0 0

SUB-TOTAL PEPL DEMAND 7,452 151 7,613 286,03

PEPLaPONYEXPRESS - Oefivemd 1071h 6 EIm 0 0 0 0
SUB-TOTAL PEPL@PONY EXPRESS 0 0 0 0

PXPCUSTOMER DEMAND Devend107M&E1m 49000 1,872 50872 1570,832
SUB-TOTALPONY DEMAND 49,OOD 1,672 50672 1,570,832

PXP@WGPCGLAVIN GeUWedMPCKGM~ 5,992 277 6,269 194,339
SUB-TOTAL PXP@WGPCGLAVIN 5.992 277 6,269 190,339



MISSOURI GAS ENERGY
SUPPLYIDEMANDSUMMARY
April 2001 -Final

ASSIGNED TERM SUPPLIES

atnl-TOTALASSI"E0 TERM SUPPUE11

ONEOK TERM SUPPLIES

!Ua-TOTALONEOK TERM 3UPPUEAI

DUKE TERM SUPPLIES

April Demand

WRIIAMS 0 ECHO SPRINGS
PONY EXPRESS a CHEYENNE
WLLAMS

	

Induces dabMks b KOS® MGPoint 24210
PANHANDLE
KANSAS PIPELINE
PONY EXPRESS® MIAMI

SUB-TOTAL DUKE TERM3UPPUW

GRAND TOTAL ALL SUPPLIES (COMPARE TOTOTALDEMAND)

TOTALSUPPLYLESS TOTAL DEMAND ovERSwPLiEOpI/UNOERSUPPUEO(i

O"Yey TO Kansas Gas Service

	

®WNG Point 24280, Topeka, 25,000 D"o.

Schedule MTL -17

ASEDANNORMAL WEATHER

30
REASON MINIMUMSN MAXIMUMSN

ANOCO ENERGYTRADING -TIS a ECHO SPRINGS

	

Gp 30002

	

0

	

0
OXY USA, INC-LS a ECHO SPRINGS

	

GP 30103

	

0

	

0
., ;OXY IISA . INC -T/S ®WIUJAMS PRODUCTION POINTS

	

GP 30003

	

. 0

	

0

GNEDK@PXPCHEYENNE

	

0 0

0

~Ec`hO::NawOe
-ac~~lnduilesPndtic}an~LH-w.,-a., n+~sszse. c+yVg9

on
Duke

8,697
15,oDo
34,646

4,126,421 MonlhlyTotal
137,547 Daily AVerage

325 ROD'.
MMSTUPER

DAY
FUEL MMOT1I
PER OAY

TOTAL
DAILY

TOTAL
MONTHLY

WGPC CUSTOMER DEMAND - 116,174 3.750 119,924 3,597,720
WGPCTSSSTORAGE INJECTION ( .)NrITHORAWALI .) Injection Nommate80959Oth/d - 77,000 3,959 80,959 '2,428,770
WGPCFSSSTORAGE INJECTION (-)PNITHDRAWALI-) Injection Nominate 5513OVA 5 .243 270 5,513 165,390

SUB-TOTAL WGPC DEMAND 196,417 7,979 206,396 6 .191,880

PEPL CUSTOMER DEMAND AYg (2632 OS, 1375 WE .0 BL. 1000 Dodson) 5,008 112 ' 5.120 153 .600
PEPLSTORAGE INJECTION (-WRTHORAWAL(-) Injection Nominate67890INd 6,644 145 6,789 203,670

SUB-TOTAL PEPL DEMAND 11,652 257 11,909 357,270

PEPL @ PONY EXPRESS ' Delivered 107th d Elm 0 0 0 0
SUB-TOTAL PEPL @PONY EXPRESS 0 - 0 0 p

PXP CUSTOMER DEMAND Delivered 107th d Elm 16,365 558 16 .923 507,690
SUB-TOTALPONY DEMAND 16,365 - 558 18,923 507,690

PXP @ WGPC GLAVIN Delivered VVGPC KC Meters 0 0 0 0
SUB-TOTALP%P@WGPCGtAVIN - 0 0 0 0

KPCCUSTOMER DEMAND 0 0 0 0
SUB-TOTAL KPOC DEMAND - 0 0 0 0

GRAND TOTAL ALL DEMAND (COMPARETO TOTAL SUPPLY) 226,434 6,794 235,228 7,056,840

PIAmnI PLAWMO

8 .697 260,910
15,000 450,000
3 .312 99,360

27,009 810.270

1 .000 30,000

1,000 30,000

34,646 1,0 .79,380
15,923 477 .690

144,741 4,342 .23a
11909 357=

0 a
0 0

207,219 6,216,570

235,228 7,058,840

a 0

833 25,000



MISSOURI GAS ENERGY
SUPPLY I06MANDSUMMARY
May 2001 -Final

WGPC CUSTOMER DEMAND
WGPC TSS STORAGE INJECTION ("YWITHORAWAL (-)
WGPC FSS STORAGE INJECTION t-YNITHDRAWAL I-)

SUB-TOTAL WGPC DEMAND

PEPL CUSTOMER DEMAND
PEPL STORAGE INJECTION (+)MIITHORAWAL (-)

SUB-TOTAL PEPL DEMAND

ASSIGNED TERM SUPPLIES

ONEOK TERM SUPPLIES

ONEOK Q PXP CHEYENNE

SUB-TOTALONEOXTERM3UPPUES

DUKE TERM SUPPLIES

sue-TOTAL DUKETERM SUPPLIES

GRAND TOTALALLSUPPLIES (COMPARE TO TOTALDEMAND)

TOTAL SUPPLY LESS TOTALDEMAND ONERBUPPUEDI" IIONDERSUPPU801-)

May Demand

PEPL @PONY EXPRESS

	

Delivered 107018 Elm

	

a
SUB-TOTAL PEPL @ PONY EXPRESS

	

0

PXP CUSTOMER DEMAND

	

Delivered 107M & Elm

	

13,500
SUB-TOTALPONY

DEMAND

	

13,500

PXP @WGPC GLAVIN

	

Delivered WGPC KC Metem

	

0
SUB-TOTAL PXP @ WGPC GLAVIN

	

U

KPCCUSTOMER DEMAND

	

0
SUB-TOTAL KPOC DEMAND

	

0

GRAND TOTAL ALL DEMAND (COMPARE TO TOTAL SUPPLY)

AMOCOENERGYTRADING -TISQECHO SPRINGS

	

GP 30002
OXY USA, INC , TM ® ECHO SPRINGS

	

OP x.03
OXYUSA,INC-T5Q.VAUJAMSPRODUCTION POINTS

	

CP1W03

SUB-TOTALASSIONED TERM SOPPIJE7

`AILLIAMS Q ECHO WRINGS
PONY EXPRESS Q CHEYENNE
YAlNMS

	

IIIOtud0a deliveries to KGS Q WNG Pent 14250
PANHANDLE
KANSAS PIPELINE
PONY EXPRESS Q MWAI

Delivery ToKansas Gas Service

	

QWNG Paint 24280, Topeka, 25,000 D"0.

Schedule MTL -17

SED ON 90% OF NORMALWEATHER -DtD}

	

4

2,062,755 Monthly Total

66,540 Daily Average

	

MMBMPER
122 HDD's

	

DAY

50,449
Inject ..

	

Nominate, 105141 OWd

	

100,000
Injection

	

Nomilmde0DftVd

	

0
150,449'

Avg (1289 OS . 802 WS,0 8L, 500 Dodson)

	

2,591
Injection

	

Norninata8789DWd

	

6,6"
9235

173,184

71
REASON MINIMUM.)

'

EcitaNe"w.Ca'aci'~IRCludesPTUdutFOREUa;°>,. -ys
8,697

Day 15 .000
Duke 34,646

0
0

0

AalMYM9m PLANm PLANMO

a 0 8,697 269,607
0 0 15,000 465,000
0 0 3,312 102,672

a 0 27,1109 837,279

0 0 1,000 31,000

D 0 1,000 31,000

0 34.848 1,074,026
0 12 .961 401,791
0 95 .563 2,962,453
0 9,438 292,578
a 0 0
0 0 a

0 152,608 4,730,848

D 0 180,617 5,599,127

0 0

806 25,000

FUELM6IBTII
PER DAY

TOTAL
DAILY

TOTAL
MONTHLY

1 .628 52.077 1 .814,387
5,141 105,141 3,259,371

0 0 0
6,769 157,218 4,873,758

- 58 2,849 82,119
145 8,789 210,459
203 9,438 292,578

0 0 0
0 0 0

461 13,961 432,791
461 13,961 432,791

0 a 0
0 0 0

0 0 0
0 0 0

7,433 180,617 5,599,127



MISSOURI GAS ENERGY
SUPPLY IDEMANDSUMMARY
June 2001 -Final

WGPC CUSTOMER DEMAND
WGPC TSS STORAGE INJECTION (-)WTHORAWAL (-)
WGPC FSS STORAGE INJECTION (-)AMTHDRAWAL I.)

SUB-TOTAL WGPC DEMAND

PEPL CUSTOMER DEMAND
PEPLSTORAGEINJECTION ("MITHORAWAL(-)

SUB-TOTAL PEPLDEMAND

PEPL@ PONY EXPRESS
SUB-TOTAL PEPL@ PONY EXPRESS

PXPCUSTOMER DEMAND
SUB-TOTAL PONY DEMAND

PXP @ WGPC GLAVIN
SUB-TOTAL PXP @ WGPC GLAVIN

KPC CUSTOMER DEMAND
SUB-TOTAL KPOC DEMAND

GRAND TOTAL ALL DEMAND (COMPARE TO TOTAL SUPPLYI

ASSIGNED TERM SUPPLIES

AMOCO ENERGY TRADING-T/5 @ ECHO SPRINGS
OWUSA . INC-T/S ® ECHO SPRINGS

. OXY USA, INC -TIS ® 071WAMS PRODUCTION POINTS

3U5-TOTALASSIDNFy TERM3uppues

ONEOKTERM SUPPLIES

ONEOK 0 PXP CHEYENNE

3U9-TOTAL ONEOK TERM SUPPLIES

DUKE TERM SUPPLIES

WLLAMS ® ECHO SPRINGS
PONY EXPRESS @ CHEYENNE
WUJAMS
PANHANDLE
KANSAS PIPELINE
PONY EXPRESS ® MIAMI

nuO.tGTAL oukETERM super"

InCadu delNmiesmKGSaMG Pail 24260

GRAND TOTAL All SUPPLIES (COMPARE TOTOTALDEMAND)

TOTAL SUPPLY LESS TOTAL DEMAND ORERSUpMJEO(HrtamERSUpnJEON

Delivery To Kansas Gas Sevice

June Demand

0WHO Point 242W, Topeka, 25.0000WMO.

Schedule MTL - 1.7

EASEO'ON NORMAI'.SNEATiSt

1,661,552 MonNlyTotal
56,052 Daily Average

T ROW .

Injection

	

" Nomlnate99884DWd
Injection

	

Nominate 0DWd

Avg (739 OS. 704 W13, 0 BL, 500 Dodson)
Injection

	

Nominate 6T69DWd

Oelivwed 107th d Elm

Deiwred 1070, d Elm

OefivereC WGPC KC Meters

so
RER90N ~Iw~ .

GP 3000
GP 30003
GP 3O=

Note : Regarding ibis 31,648 . piease be advlaad WdOams bas planned maintenance on out RaMkla-Hassmn one from
June 7819. 2007 Nat ~O likely rwWt In". See Notice 101000022 ugder'Cdtical Notices' on me Pilot system for
additional Infomaldon.

oco 8 .687
Oxy
Dike 31,&8

0

16.000I

0
a
a

~Total Remaining
Qd

01

MMOTUMR
DAY

FUELMM9TU
PER DAY

TOTAL
DAILY

TOTAL
MONTILY

45,897 1,481 47,378 1,421,340
95,000 4,884 99,884 2,996,520

0 0 0 0
140,897 6 .365 147,262 4,477,860

1,94 .9 43 1,986 59,580
6,644 145 6,769 203,670
8 .587 188 8,775 263,250

0 0 0 0
0 0 0 0

8,212 . 280 8.492 254,760
8,212 280 8.492 254 .760

0 0 0 0
0 0 0 0

0 0 0 0
0 0 0 a

157,696 6,833 164,529 4,935,870

MAXIM M= P1-ATLD PIJIWMO

0 0 8,697 260,910
0 0 15.000 450,000
0 0 3.312 99,360

37,009 810,270

0 0 1 .000 30.000

0 0 1,000 30,000

0 34,846 1,039 .360-
0 7,492 224,760
0 85,607 2,568,210
0 8,775 263,250
0 0 0 0
0 0 0

a 0 136,520 4,095,600

0 164,529 4,935,870

0 0

833 25.000



MISSOURI GAS ENERGY
A Division of Southern Union Company

MISSOURI PUBLIC SERVICE COMMISSION
DATA INFORMATION REQUEST RESPONSE

Case No: GR-2001-382
Data Request No : 28

Requested By:

	

Lesa Jenkins and Mike Wallis

Requested From:

	

MikeNoack

Date of Request: '

	

June 4, 2001

Information Requested :

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

a.

	

The calculation'of all injection, withdrawal and propane rates,
b.

	

The months typically used for injections and withdrawals,
c.

	

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

	

A detailed inventory schedule/report for each month in the ACA period
showing all withdrawal volumes & prices, all injection volumes & prices,
ending monthly inventory balances, and support for the injection &
withdrawal prices.

e .

	

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

f.

	

Please provide documents describing any constraints in using these
facilities . (e.g ., If storage or peaking service 1vIDWQ is dependent on
current stored volume, include documents explaining the withdrawal

.

	

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

	

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

h.

	

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

Response:,

a .

	

See attached .

Schedule MTL - 1 8



b.

	

Missouri Gas Energy typically injects into the William Natural Gas
Pipeline and Panhandle Eastern Pipe Line storage facilities during the
production months of April through October . Missouri Gas Energy
typically withdraws volumes from the Williams Natural Gas Pipe Line and
the Panhandle Eastern Pipe Line facilities during the production months of
November through March.

c .

	

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

d.

	

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

e .

	

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

f.

	

,There are no constraints up to the MDWQ during the winter season

g.

	

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

h.

	

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

Prepared By:

	

Date:

Schedule MTL - 18



THE REMAINING PAGES OF SCHEDULE MTL-18
ARE HIGHLY CONFIDENTIAL



Missouri Gas Energy
A Division of Southern Union Company

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

Lesa Jenkins and Anne AlleeRequested By:

Requested From:

	

Mike Noack

Date of Request:

	

March 26, 2002

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

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

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

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

Schedule MTL - 1 9



Missouri Gas Energy
Calculation of Normal Btu per HOD
October 2000 through March 2001

Schedule MTL -19

Storage Volumes.xls
Norm Btu-HDD

October 2000 November 2000 December 2000

Monthly Total from SO 3,224,795 Monthly Total from SO 7,425,631 Monthly Total from SO 12,400,465
Baseload 1,475,755 Baseload 1,428,150 Baseload 1,475,755
Normal HeaBoad 1,749,040 Normal Healload 5,997,481 Normal HeaBoad 10,924,710
Normal HOD'S 279 Normal HDD's 657 Normal HDO's 1,073
Normal Btu/HDD 6,269 Normal Btu/HDD 9,129 Normal Btu/HDD 10,181

January 2001 February 2001 March 2001

Monthly Total from SO 13,893,421 Monthly Total from SO 11,238,497 Monthly Total from SO 8,448,472
Baseload 1,475.755 Baseload 1,332,940 Baseload 1,475,755
Normal HeaBoad 12,417,666 Normal HeaBoad 9,905,557 Normal HeaBoad 6,972,717
Normal HDD's 1,218 Normal HDD's 946 Normal HOD's 691
Normal Btu/HOD 10,195 Normal Btu/H00 10,471 Normal Btu/HOD 10.091



MISSOURI GAS ENERGY
SUPPLY IDEMAND SUMMARY
October 200-Final

ASSIGNED_TERM SUPPLIES_

IJAOODENERGY TRADING -TIS
OXY USA, INC-TIS

SUB-TOTAL ASSIGNED TERM SUPP11E8

ONEOKTERM SUPPLIES

OWOK

	

PXP

sw-TOTAL TERMSUPRIES

DUKETERM SUPPLIES

E~ SPRINGS
PXP
WWAMS
PANHANDLE
KANSAS PIPELINE
PXP0MIAMI

S~TOTAL WMTEATERM SUPPLIES

GRAND TOTAL ALL SUPPLIES (COMPARE TO TOTAL DEMAND)

TOTALSUPPLY LESS TOTAL DEMAND o~~rnI.11 unvERs~iH

OWtGber Demand

Defively To Kansas Gas Se1Nce

	

@WNGPOW24260, Topeka, 25,000DdVMO.

Schedule MTL - 19

A OF FJa[2MAL 2b0i`~;7DWdA . '.

~Y'C~1PDP?X-2 FiDDsCS~ 4`

	

,,~

GP3002
GP 30003

'EeKo` :' NewCa act' -IndudeaIRNBiieBon Fuel ~;:.K.p;'nir "r~";+'.
Amoco 10,770
OAy 15,00
Duke 32,195

0
0
0
0

Total Supply 57,9155
[ToWRemaim11g 0

3,224,795
104,026

279

MOMh)YTGWI
Deity Average
HOD's

MMBTO PER
DAY

MEL MMBTU
PERDAY

TOTAL
DAILY

TOTAL
MONTHLY

WGPCCUSTOMER DEMAND 63,812 1,540 65,352 2.025 .912
WGPC TSS STORAGE INJECTION (.YWITHDRAWAL I-) Injection Norrinete37.054DWd 34,571 2,483 37.054 1,148,674
WGPC FSS STORAGE INJECTION (+YWITHDRAWAL I-) Injection Nominate 5.6211 DWd 5,243 377 5,620 174,220

SUB-TOTALWGPC DEMAND 103,626 4,40 108.026 3,348,806

PEPL CUSTOMER DEMAND Avg 1,798 Ou1St 500 @KC Meters-Balandng 2,298 47 2,345 72,695
PEPLSTORAGEINJECTION (-YWRHORAWALI-) Injection Nominate 4.123 DWd 4,037 86 4,123 127,813

SUB-TOTAL PEPL DEMAND 6,335 133 6,468 20,508

PEPL 0 PONY EXPRESS ' DeliwO 10781 d Elm 0 0 0 0
SUB-TOTALPEPL 0PONY EXPRESS 0 U 0 0

PXP CUSTOMER DEMAND Delivered 107th 8 Elm 37,9 16 1,294 39,21D 1,215,510
SUB-TOTAL PONY DEMAND 37,916 1294 39,210 1,215,510

PXPaWGPC GLAVIN DOOvared WGPCKC Me4vs 0 0 0 0
SUB-TOTAL PXP@WGPC GLAVIN 0 0 0 0

KPCCUSTOMER DEMAND 0 0 0 0
SUB-TOTAL KPOC DEMAND 0 0 0 U

GRANDTOTAL ALL DEMAND (COMPARE TOTOTALSUPPLY) 147,577 5,827 153,704 4,764,824

31
REASON MINIMUM= MAXMUMSID PtAMD PLANAR)

mhdemand 0 17,808 10,770 333,870
mM : demand 0 37,500 22,677 702,987

0 $5,308 33,447 1,036,857

PDMed~. 0 U 2,360 73,160

0 0 2,360 73,160

0 0 32 .195 998,045
0 0 36,850 1,142,35G
0 0 43,191 1,338.921
0 0 6,468 20.508
0 0 0 0
0 0 0 0

0 u 118,704 3,679,624

0 55,308 154,511 4,769.641

A0 -25m
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MISSOURI GAS ENERGY
SUPPLY I DEMAND SUMMARY

	

0...
Dx .Wr2000-Fhta117280000 a 320 PM

WGPC CUSTOMER DEMAND
WGPCTISSTORAGE INJECTION(+PWQBDRAWAl(-)
WGPCFSSSTORAGE INJECTION (NPWTTHURAWALH

	

Slda9SUB-TOTALWGPC DEMAND

	

PRO

PEPL CUSTOMER DEMAND

	

, Avq
(6PEPLSTORAGE MECTION ("9W'N10RAWA11-)

	

Gtr
SUB-TOTAL PEPL DEMAND

PEPL a PONYEXPRESS
SUB-TOTAL PEPL@PONYEXPRESS

PXPCUSTOMER DEMAND
SUB-TOTAL PONY DEMANDDEMAND

PXP0WGPCGLAWN
SUB-TOTAL PXP ® WGPC GLAVIN

KPC CUSTOMER DEMAND
SUB-TOTAL KPOC DEMAND

GRAND TOTAL ALL DEMAND (COMPARE TO TOTAL SUPPLY)

ASSIGNED TERM SUPPLIES
m

RusON wwwwvo

AMOCO ENERGYTRAORIG-75DEOHOSPRWG$

	

GPI
OXYVSP.,NC-T5QEC1105PRMG6

	

GPM07
OXYUSAWC-Tma~msm0DUCTK3NPDMTS

	

GPm61

ONEOKTERM SUPPLIER

ON6wap~

SIWTOTALONEOKTFRYSUPPLKS

DUKE TERMSUPPLIES

sI»rmA1 As5gN6DrERM swPLaa

YfaLMMS®ECNOSP11WGS

	

-
Pax owRess®01EYENNE
WK11AM5
PANNA~
KANwPPEINE
PONY EXPRESS ® MMMI

6VB70TM .DIAi7FANa1NPlF1

GRAND TOTAL ALL SUPPLIES (COMPARE TO TOTAL DEMANOI

TOTALSUPPLY LESS TOTAL DEMAND

De0~ TnKansas Gas ~ro

	

0WNG~242W, Topeka . 25.0043 DIMMO.

l

E<IIO:J1ewCi IiwAUEe~'Prad`u'eUun ." -. " 1S"'+. :
ARKKO 17,80
Oak 15,00
Duke - 25.75

0
0
0
D

12,400,465 Mmf7TOM
400,015DaHyAvemp W.TUm F~W.18W TOTAL TO7K

073 HOO'6 MY MR MY DNLY MO~Y

3 3,723 5,583 237,381 7,358 811
B1,935 O O O

eWON N~le0(DI.) 0 0 0 0
.Yatfe 243,813 231,708 5,593 237 381 7,358,811

036 OS, 2400W8. SOOU BL. 1000 KC) - 14 .436 1 5 8 .272 256,432
W78I N~k 6410 DODO -6339 0 D 0

8,097 175 8,272 256,432

DOS 107M6 Elm 0 0 0 0
0 0 0 0

~tere0107M&Elm 87,856 1 .770 53,626 1,662,406
51,856 1,770 53,626 1,662,4W

Deli~WGPCKGMotats 0 0 0 0
0 0 0 0

10 .000 371 10 .371 321 .601
NO 371 10,371 321,501

301,741 7,909 306,650 9,599,150

wAxIUiA1w PIAWU Puwslo

0 0 17,608 5 2 .048
0 0 15,000 465,000
0 0 22.500 697,500

9 0 55,308 1,714,546

0 0 1,000 31,000

0 0 1,0 0 31,000

0 0 25,157 779,867
0 0 32,626 1,011,406
0 0 156,916 4,864,396
D 0 8272 256.432
O 0 10.371 321 .501
D D 0 0

a 0 213,142 7,233,

0 a 299,650 8,89,150

-20,090 -620,000

866 25,000

YiNGpEPKOAY7iEQI11REMENT~{N t LFIi :
W14G FULL TRANSPORT 737,626
LESS MAX STORAGE WITHDRAWAL 493,81
FLOWING GAS NEEDS 243.81
IWNG NOMINATED -237,381

0
0
0
0

PEAKDAYNEEDS 6,43
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Schedule MTL - 19

Maa~9N MAYIW6N MAwO RAWY9 0.AIRl 1lAM'MO

mN05 GP31= 0 0 17,808 552 .048 17,WB 490,624
GP 1ao91 0 0 15,000 465,040 15,000 42G,03

ONPOM$ GP%10N a 0 22.500 697 .500 22,500 630,000

a a 66,36 t,7i4,"Q o ss,3oe 1,"8,624

0 0 1 .000 31,000 a 1,000 28,000

0 0 1,000 31,000 0 1,000 26,000

0 0 25,535 791,505 ) 25.535 714,980
0 0 92 .279 2,~,WB 3 87 .055 2,437,"0

Mdet4FeAMbKGS®wNGPN424260 0 0 162,778 5,046,116 1 115,578 3236212
0 0 22,818 707,359 1 10 .045 28726(7
0 0 45,523 1 .411 .213 ) 10,371 290,388
0 0 O 0 ) 0 0

0 4 346,933 10,016,923 1 24s,ses G,"o,3e0

AREtOTOTaLO6M6N0) a 0 . 405211 12,562,47! 1 304 .893 9,537,004

D 996aaw74G91 "I1aM6A61FP11661-I a 0 -20,090 -569,000

7 MG Poin124280 . Top*. . 26 .000 DWMO. 806 25,000 093 25,000

WNGPEAK0 -
'

OIOREMEN .(Netn(FueN"?kw .̀{' -̂ , it A 11T,,':=4 '1
17,80~ WNG FULL TRANSPORT 737,
is,OOq LESS IIAKSTORAGEWRNORAWAL 49361
25,593 FLOWING GASNEEDS 2439l

0 WNG NOMINATED -236,00
01 0
0
0 OI

",U34 0
PEAK DAY NEEDS- 7,810

13,693 421 MonuOy TWI
448,175 Daily Avemg9
I215NDW.

- m..MR
OAT

PmMMem
PLUMY

rout
94LY

T .TaL
MGNTRL7 WT~

~T
mTaL
M~wv

285.358 7,618 243,621 7,552,251 17 216,422 61059.016WMURAWALW 49.355 0 0 0 0 0 avmlonwwAll-1 Slorag.W119 Nolninaw0(2wo) 0 0 0 0 0 0 0PRO A~lta5le 243,813 236.003 7,616 243,621 7,552.251 D 218,422 6,058,e16

M9(7,23705,6,715W6,5,0WBL.10,D000~) 28 .952 481 22.810 707,358 2 10,045 287,260
wwu.ti St.,. wwR NomIMW68890WO -6.615 0 0 0 0 0 022.337 481 22,816 767,358 .

2 10,045 281260

De9~ 107% b Elm 0 0 0 0 0 0
S 0 0 0 0 0 0

0
0

DeW~ 107% 5Elm 702 2.lOB 72,908 2260,086 4 72.906 2W l 358
702 2.406 72.906 2260,086 8 72,906 2.041,368

DeliveredWGPCKCMOIas 19 .472 901 20,373 831,563 0 15 .149 424.172
19,472 901 20,373 631,583 0 15,149 424,172

43893 1 .830 45.523 1,411,213 1 10 .371 290 .388
43,893 1,63 45,523 1,411,213 1 10,371 280,3B8

NETOTOTALIm0 ty) 392,205 13,036 405,241 171,562.471 324,693 9,097,004



MISSWRSGAS ENERGY

Schedule MTL- 19
PDP

	

aueiso olb i
SUPPLY IDEMAND SUMMARY
February 2001 -Final

ONEOKTERM SUPPLIES

W6:CN ® PXP 01EYENNE

see-tmAi oxEWC TERM swnlEs

DUKE TERM SUPPLIES

WILIRMS 0 EGO SPRWGS
POUY EXP11E550 GHETEMIE
011105

	

bdWeebe,vbNG46WNGPoY4btm
PANNANPLE
KANSAS PENN
PONY EXPRESS 0 MIAMI

61p.TOTK WM67EPM41FP,1E4

Febnrs,v Deman6

GRAND TOTAL ALLSUPPLIES (COMPARE TO TOTAL DEMAND)

TOTAL SUPPLY LESS TOTALDEMAND

Dollvery To ~s Gas~m

	

a WNG POm124290, Topeka.25,00 DOVMD.

Echo:-~ 11eti:Ca ar7J -- IndiiJs-ProduWOri~FUe -'Y.'".y~*1.b:̀Y;~`Y
NMCD 17,80
Oxy 15,
Duke 25,

0
0

UM". .KM

a D 1,aoD 2e,ooa

6 - 0 1,000 28,000

0 0 25,95 714,90
0 0 87,055 2,437,540
0 0 115,579 3,230,212
0 0 10.045 29I,26D
0 0 10,371 290,388
0 0 0 0

0 0 248,511S 6,960,360

0 0 304,993 8,537,004

-20,000 460,000

B93 25,000

1nTM901 @ 395 PM 11,236497
401,375

Monthly Tout
Dally Average

946ROO. .
MMOMPER

DAY
~ .Ym
MRDAY

70TAL
DNLy

T.T4
MO~Y

WGPC CUSTOMER DEMAND 269,569 6,761 216,422 6,059,816
WGPC TSS STORAGE INJECTION I-XWITIIDRAWAL ("1 -79,914 0 0 0
WGPC FSS STORAGE 9MECTON IWWITHDRAWAL /-) Storage W11h NOmmale 0 (Zero) 0 0 0 0

SUB-TOTAL WGPC OEMANO PRO AYaHable 243,452 209,855 6,767 216,422 6,050,816

PEPL CUSTOMER DEMAND An (6201 OS . 5526 WS, 5000 BL 1000 KC) 16,827 212 laws 281,20
PEPL STORAGEACTON 1~WTITIORAWAL I-1 Bionge Wim NorMrmle 7096 DO" 8.994 0 0 0

SUB-TOTALPEPLOEMAND 9,833 212 10.045 281,260

PEPL @ PONY EXPRESS DvAvereO10776Elm 0 0 0 0
SUB-TOTAL PEPL a PONY EXPRESS 0 0 0 0

PXP CUSTOMER DEMAND Deevere0107N&Ekn 70600 2,406 72,908 2.041368
SUB-TOTAL PONYDEMAND 70,50 2,406 72,06 2.041,368

PXP @ WGPCGLAVIN DekvereCSVGPCKCMMars --4477= 670 15,1 " 9 424,172
SUD-TOTAL PXPQ WGPC GLAVIN 14,479 670 15,140 424,171

KPC CUSTOMER DEMAND 10,000 371- . 10377 I-290358
SUB-TOTAL KPOC DEMAND 10,000 371 W,3T1 20,388

GRAND TOTAL ALLDEMAND (COMPANE TO TOTAL SUPPLY) 314,467 10,426 324,693 9.097,004

ASSIGNED TERM SUPPLIES
2.

RE eW` MIME NAaIMIMMD Pr .4Nb PlNl,YD

AYOCOENERGTTIADWG-TROECROSPR91G4 GPI - 0 0 17,010 498,624
O%YUSAWC-TROEOIOSPPWGS OP3000J 0 0 15,000 420,000
GXYUSA .NC-TReW91MMSPRO0l1G1gNPOWfS GP Mom O O 22 .50 6m,OW

~TOTM. ~G~ TERMS~ 0 0 55,306 1,546 .624

WNGPEAK:DAL:AEOIRRE4kNf1QRFUel1-`3¢'+eY'.+tA
YANG FULLTRANSPORT 737,620
LESSMAX

STORAGE
WTHDRAWAL 493,GA

'iFLOWNG GAS NEEDS 243.87
MG NOMINATED -190

0
0
D
0

PEAK DAY NEEDS 53,533



'MISSOURI GAS ENERGY
SUPPLYIDEMAND SUMMARY
March2001 -FDAI

WGPC CUSTOMERDEMAND
WGPC Yee STORAGEINJECTION LNWDIORAWAL (-I
WGPC FSS STORAGE WJECTWN I"YNRNORAWAI11

SUB-TOTALWGPC DEMAND
PEPL CUSTOMER DEMAND

PEPL STORAGE HiJECTION I"PWRNORAWAL (-)
SUB-TOTALPEPLDEMAND
Perta PONY EXPRESS
SUS-TOTAL PEPLQPONY EXPRESS
PXP CUSTOMER DEMAND
SUB-TOTAL PONY DEMAND
PXP @WGPC GLAVIN
SUBTOTALPXP QWGPC GLAMN
KPC CUSTOMER DEMAND
SUB-TOTALKPOCDEMAND

GRAND TOTAL ALL DEMAND (COMPARE TO TOTAL SUPPLY)

ASSIGNED TERM SUPPLES

91BTO7KASMGNFD7ERMSIlPRffS
ONEOK TERM SUPPLIES
OHEOXa PAP CHEYENNE

aDe-TMALONEOK7ERML1IPPLIF3
DUKE TERM SUPPLIES

AYOCOENERGYTMONG-T5QEp105PRN45 GP70W2
OXYOSA,91C-T5QEaO5PRNG3 GPSa003
UKYVSA,NL-T5®W9ILVASPPWIILlK7NPONTS OP71Wa]

WUMMS m EO10 SPPJNGS

	

,
PONY E>.PRESS M CNEYEMIE
WUWIS

	

LMdes4eMAnbKGSQWNGPOH24i9p
AANOlEN
KANSAS PFESNE
PONY EMPRESSm NMMI

6VATOTKDG1tETF1W eAPIFS

GRAND TOTAL ALL SUPPLIES (COMPARETOTOTAL DEMAND)
TOTALSUPPLY LESS TOTALDEMAND~1.11~Ii

DowerTo Kansas Gas S:rvke

	

QWNG~24280, Topeka, 25,E DOVMo.

Schedule MTL -19
~4 .~,~,LPOP ssala5:,rnnasstlDDi =s'~a" ~ ~~~

1Echo:.11ewLi ael - In~tuHS~PmOU~15~n`Fiiei- d'aY' ?1ST~
MIOm 17,8
O~ 15,
Duke 25,53

0
D
0
0

PEA9Ot1 MIMYDMSID MAaAI1M91D BAND PIAWNO

0 0 17,808 552.048
0 0 15,000 ABS,WO
0 0 22.500 687,500
0 0 55,300 1,714,515

0 0 1,000 31,000
0 0 1,000 31,000

0 . 0 25,535 791,585
0 0 55,941 1.734,171
0 0 30,523 1,194,213
0 0 7,613 236,003
0 0 5,186 160,766
0 0 0 0
a 0 132,798 A,116,73A

0 a 199,106 5,662,256
-25,000 -775,000

806 25,000

YItIGPEAIC REOUIREM17iTE.NRUfFW}^ y'ix`W.r `z
WNG FULL TRANSPORT 737,626
LESS MAX STORAGE WITHDRAWAL -183,81
PLOYMNO GAS NEEDS 243,87
WNGNOMINATED -115,63ID

D
0
D

PEAK DAY NEEDS 125,110

March DaMOd
5,449,472 M." Total
272,5310.HYAvenp

gel HDD- s
MMomPEN

DAY
PGELMM.N
PERDAY

TOTAL
DYLT

TOTAL
MOMIA,Y

- 200,967 4.514 1",366 4.475,316
61,115 0 0 0

PRO AVailade 208.513 138,652 4.514 7".36
6

4075.34
6

Av9 (3960 OS, 4592 WB, 2"BL, 1" KC) 11,572 161 7,613 236,003
Smra"NSN NOninale4181DWd 4,120 0 0 0

7,452 161 7,613 236,003
Delivered 107M 6 El. 0 0 0 0

0 0 0 0

DMI~ 107M 6 El. 49,000 1,672 50 .672 1,570 .532
46,DOD 1.672 50,672 I,STG,832

Delivered WGPC KC Meters - 5.992 277 6,260 - 194,339
5,992 277 S$G9 191,339
5,000 186 SABG 160,788
5,000 188 5.186 160,766

207,296 6,010 214,106 6,637,286
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Williams -Ga4pipelines " Centnl

2000-2001 WirilerStontge Plan

U

	

MISSOURI GAS S78RGr
f/) TA-I1

(Qumddm Iv Dth)

FIf I I(V20D0

	

Eff: WOO 1

Pradozlinn Arm Fuel %:

	

IJS%

	

1,99%

Lfa,Uc Ana Fuel % :

	

1-02Y

	

1.16%
StmapFuel 1;(oomtio)alinosonly):

	

4.45%

	

1.82%

NOTE: We echedule is bared on Novemba I storage bdauocs and depiction byLWch31 . Ifatueage is dspWrd al a 6ut>

rmalhenlheplaa,addiliorolgasnadstabe)giMed b,mewragclemainYinlhaabrsertoeage8olmr:p.7Nemarkademendnmn6cneRbara1rm199697a.7udddivetiss

TSFP
PLAN ACTUAL PLAN ACTUAL PLAN ACTUAL PLAN ACTUAL PLAN ACTUAL

NOVEMBB8 NOVENIBER DECHNIBER PECHAIBER JANUARY JANUARY FEBRUARY FEBRUARY IAR NtARCB

HeginoiocStang, Balauee 15,093.505 15,093,505 9,966,153 9,966,153 3,747,983 3,7417,983 3,781719 3,784,819 7,264,999 7,784,819

hlaekslDemead 4,868,575 7,983,389 8,163,390 12,072,456 6,605,068 . 5,971,729 4,540,412 6,092369

ProdvcoonA.SupplyRegWnmsab 6,197,640 2,380,318 6,104,228 3,914,614 6,404,228 6,079,773 5,784461 0 6,404,228

Daily PnduuivnA.SopplyRegu4rrmeoh 206,581 79,344 206,388 190.796 206,588 196,172 206,588 0 206,588

GrmslvfarkelArm Itecaipu 6,197,640 2,380,311 6,404,228 5,914,614 6,404,228 6,079,173 5,784,464 6,404,228

MarkdArmFort 30,171 24,279 . 84,175 60,729 103,338 70,573 $3,787 0 71,507 0
Met 1LrlssArmAeaelpm 2,603,526 2X6,039 4,516}SS 5,154,213 4,735,748 6,009,248 3,020,391 0 3,127,310 0

NlarketArm Delleedm 4,168,323 7,913,189 8,167,390 12,072,456 8,803,065 3,971,729 4,540,412 0 4092,569 0

GrossStaragelniecfivns(Withdrawah)-NI (2,164,999) (5,627,330) (3,647,032) (6,218,171) (4,069,320) 31,519 (1319,121) 0 (2,266,999) 0

Storage lojretionFuel 0 0 0 0 0 683 0 0 0 0

MalStorage ln)ecfiens(Wilhdraods) " M (7,264,999) (5,627,350) (3,647,032) (6,218,171) (4,069,330) 34,1136 (1,319,675) 0 (2,264,999) 0

Balacc.Tnnsfers 0 300,000 0 0 0 0 0

Endiv,Storage 0alauca 12,651,5(16 9,966,153 6,319,125 3,747,941 (331X6) 3,784,819 3,261,999 3,764,619 0 3,784,819

OrigioalylonnedStora6 .Raise" 13,090.924 9,447,893 5,374,873 2,7"999 D

VarianaeFrom plan (5.693909) (1589,754) NIA NIA

NlasimumW4WithdnwalQuanlity(7.IDWQ): - 465,331 SlasisumnDaily Quantity -Prudu .U.Area: 206 .588

NLnisnumStamp .QuavtilyU"(SQ,33X),fDWQr 15,355,923 SL"ioauraDaily Quantily " Matter! /uee : 698,996

Nfaximunt Daily Irdatlm Quantities (NJD(Q) : Pass. Lei itil ..UrIGULRew

IfBalenceuleathmorequello62 .SKofA4SQ : - 115,169 BBENDATROMHETTA

Ifltalvma>62 .3%ofMSQ,but<arcqua1to73 .05:af9ASQ : - 93,973 (511)4764966 - fu

If Ralmoa>75 .0%ofMSQ,but<oro;mlto47.5%afMSQ : 57,585 117.710-6117 cao0rmufon

If Belenu>17 .3%ofMSQ,but<oregwlto100.0%oflASQ: 38,390 E-vu0ebreodarrombetbrglwut6erouoloooo-ovm
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W)fians- G" Pipelinrs -Central
2000-2{101 Winter Staragr Plan
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IAISSWRIGCS ENERGY
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MISSOURI PUBLIC SERVICE COMMISSION
DATA INFORMATION REQUEST RESPONSE

Case No. GR-2000-425
Data uestNo:27

Requested From : - Danny Silberman

Data Requested :

	

October 23, 2000

Requested By:

	

Milce Wallis

information Requested:

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

Information Provided :

In as effat to mitigate the effects of abnormally .wami weather during the 1999/2000
ACA period, the Company utilized offsystem sales as part of an overall effort to
maintain storage withdrawals at planed levels. Because the winter period was the
wamrest on record, some targets were not met

For spe=c information, plum see the attached reports which show planned and actual
vaLmdoa of storage during the 1999/2000 ACA period.

MISSOURI GAS ENERGY
A Division of Southern Union Company

Schedule MTL - 20
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(Commission) .

DIRECT TESTIMONY

OF

JAMES A. BUSCH

MISSOURI GAS ENERGY

A DIVISION OF SOUTHERN UNION

CASE NO. GR-98-140

Q.

	

Please state your name and business address .

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

Q.

	

Bywhom are you employed and in what capacity?

Schedule MTL - 2 1

A

	

I am a Regulatory Economist with the Missouri Public Service Commission

Q.

	

Please describe your educational and professional background .

A Inlune1993,IreceivedaBachelorofSciencedegreeinEconomicsfromSouthern

Illinois University at Edwardsville (SIUE), Edwardsville, Illinois. In May 1995, I received a

Master ofScience degree in Economics from SIUE. During Graduate school, I was a Graduate

Assistant for the Department ofEconomics . My main duty as a Graduate Assistant was to be the

tutorfor the Economics Department . As tutor, I helped students grasp the fundamental theories

ofEconomics. Upongraduation,Iwasco-recipientoftheOutstandingGraduateStudentAwardin

Economics as determined bythefacultyoftheEconomics Department . In April 1996,1 accepted a

position as a Research Analyst II at theMissouri Department ofEconomicDevelopment. While their,

IwasinchargeofcompilingandproducingtheStateofMssouriQuarterlyEconomicReport . This

reportwas sent out to variousbusinesses and media throughout the state ofMissouri. This report
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described how well the state ofMissouri was performing in various economic indicators . I also

provided data to various businesses and individuals . In April 1997, I accepted my current

position at the Commission. I amcurrently a member ofthe AmericanEconomic Association and

Omicron Delta Epsilon, an honorary economic society.

Q .

	

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

A

	

Myresponsibilities includereviewingand analyzing Commission regulated natural

gas local distnbution company (LDC) procurement plans and Actual Cost Adjustment (ACA) filings .

Also, I track the future's market for natural gas. The main reason for doing this is to become

aware of other techniques being used to acquire gas and to diversify supply portfolios . I also

am involved with studying other forms ofregulation. These include incentive mechanisms and

unbundling .

Q.

	

Have you previously filed testimony before this Commission?

A

	

Yes, I have previously filed testimony before this Commission inUnion Electric

Company, Case No. GR=97-393.

Q.

	

What is the purpose of your direct testimony?

A

	

The purpose of my direct testimony is to address the storage inventory volume

levels (inventory levels) used by Staffto develop the balances appearing in StaffAccounting

Schedule2,RateBase . More specifically, mytestimonyshowswhatstorageinventorylevels could

be iflvfissoun GasEnergy, a divisionofSouthem Union, (MGE or Company) had operated its storage

resources according to a normal plan or an average . Pricing ofthese storage inventory levels will

be addressed by Staff witness AnneM. Allee in her direct testimony.
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How did you approach the analysis of the Company's storage inventories?Q.

A

	

Myanalysis ofthe Company's storageinventoriesinvolved, but was not limited to,

reviewing past ACA related documents and Data Information Request (DR) responses .

Q.

	

Please describe the Company's storage contracts .

A

	

The Company rrmainrainc pipeline storage contracts with two pipelines . These

pipelmes areWilliamsNatural Gas Company (WNG) andPanhandleEastern Pipe Line Company (PEPL) .

Both ofthese pipelines serve MGE's service territory which is primarily the Kansas City area.

Q .

	

What is "cycling" of storage?

A

	

Cycling ofstorage refers to the swingin inventory levels that results from summer

injections to storage and the subsequent withdrawals ofthis gas in the winter . Cycling of storage

permits the Company and Missouri's ratepayers to benefit from any summer/winter price

differentials and it reduces exposure to winter price spikes . Cycling and the use of storage is

also the simplest form of hedging that an LDC can use to lower winter price spikes.

Q .

	

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

A

	

Storage inventory levels were calculated onboththeWNGandPEPLpipelines by

combining two sets ofinformation. The first set ofinformation used was the Company's actual

injection and withdrawal volumes for theyears 1995 -1997. This information can be found inthe

Company's response toDataRequest No. 5002 . Secondly, Iused the plans developedjoindy between

the Company and eachpipeline. This information was found inCompany's responses to Data Request

Nos. 58 and 5002 . Withthis information, I averaged togetherthe Company's actual injection and

withdrawal volumes with the plans developed with each pipeline .

-Page 3 -
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Q.

	

What did your analysis of the Company's storage inventories show?

A

	

Myanalysis ofthe storage inventories showed that the Company partially or fully

cycled each ofits pipeline storage contracts . I have attached a summary of the end-of-month

inventory levels that I believe should be used in rate base to my direct testimony as Schedules

1 and 2 . Furthermore, the inventory level data contained in Schedules 1 and 2 are compared to

historical data for each ofthe Company's storage contracts are attached to my direct testimony

as Schedules 3 and 4. Schedules 3 and 4 show that the Company operated most ofits storage

resources close to a historical average .

Q.

	

Please summarize your direct testimony .

A

	

Mydirect testimony showswhatstorage inventorylevelscouldbeiftheCompany

operates its storage resources according to a normal plan or average . Pricing of these storage

inventory levels is addressed by Staffwitaess Anne M. Allee in her direct testimony . My analysis

ofthe Company's storage inventories involved looking at past ACA related documents and Data

Requestresponses . IntheData Requestresponses, the Company providedbothwinterwithdrawal

and summer . injections plans that it has jointly developed with each . pipeline . Also, these

responses contain actual withdrawal and injection levels over the past three years . I have used

these plans and actual totals to calculate storage inventory levels for WNG and PEPL. I have

attached a summary ofthe end-of-month inventory levels which I believe should be used in

calculating rate base to my direct testimony as Schedules 1 and 2. Schedules 3 and 4 show the

Company operated most ofits storage resources close to a historical average . I believe that the

inventory levels I have calculated for each ofthe Company's storage contract are representative

Schedule MTL - 21
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ofnormal or average operations and should be used for establishing rates . It is therefore, my

recommendation that the inventory levels I have calculated for each ofthe Company's storage

resources should beused in calculating the 12-monthaverage inventory balances whichappear (1)

on Schedule 2 attached to the direct testimony ofStaffwitness AnneM Allee, and (2) on Staff

Accounting Schedule 2, Rate Base .

Q.

	

Does this conclude your direct testimony?

A

	

Yes, it does .

-Page 5 -



. GR-98-140

STATE OF MISSOURI

	

)
ss.

COUNTY OF COLE

	

)

My Commission Expires :

AFFIDAVIT OF JAMES A. BUSCH

James A. Busch, of lawful age, on his oath states : that he has participated in the preparation of the
foregoing Direct Testimony in question and answer form, consisting of

	

-5	pagesto be
presented in the above case; that the answers in the foregoing Direct Testimony were given by
him; that he has knowledge of the matters set forth in such answers ; and that such matters are true
and correct to the best of his knowledge and belief .

Subscribed and sworn to before me this /~~

	

day of March 1998 .

;cRT~ Bq A. MEKIDDY
?

	

u

	

ic, State of Missouri
County of Cole

" -fission Expires 09111199

Notary Public
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BEFORE THE PUBLIC SERVICE COMMISSION

OF THE STATE OF MISSOURI

In the Matter of Missouri Gas Energy's )
Tariff Sheets Designed to Increase Rates ) Case N
for Gas Service in the Company's Missouri )
Service Area. )
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Initial Data Requests of
Missouri Gas Energy on
Staff Direct Testimony

Case No. GR-2001-382
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34.

	

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

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

Case No. GR-2001-382

26 .

	

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

Response : Not specifically 30%.

27 .

	

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

Response : Not a specific minimum monthly hedge volume.

Schedule MTL-25



Initial Data Requests of
Missouri Gas Energy on
StaffDirect Testimony

Case No. GR-2001-382
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19 .

	

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

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



$EFORETHE PUBLIC SERVICE COMMISSION

In the Matter of Missouri Gas Energy's )
Tariff Sheets Designed to Renew for an )
Additional Year the Price Stabilization )
Fund

OFTHE STATE OF MISSOURI

("Commission') and respectfully states as follows:

STA_F_FAECOMMENDATION

Case No. GO-2001-215

Schedule MTL - 27

COMES NOW the Staff ("Staff) of the Missouri Public Service Commission

1 . On September 27, 2000, Missouri Gas Energy, a division of Southern Union Company

C'MGE") filed an Application to Renew Price Stabilization Fund on Either a Modified or

Unchanged Basis . MGE also requested expedited treatment .

2. The Commission granted MOWa motion for expedited treatmaut .by its order dated

October 4, 2000, directing the Staff to file its recommendation not later than October 18, 2000.

3 . The Staff has reviewed MGE's Application, and recommend that the Commission

rejectMGE's Mri$ as more frilly explained in the attached StaffMemorandum
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Certificate of Service

Respectfully submitted,

DANAK. JOYCE
General Counsel

Thomas R Schwarz, Jr.
Deputy General Counsel
Missouri BarNo. 29645

Attorney for the Staffof the
Missouri Public Service Commission
P. O. Box 360
Jefferson City, MO 65102
(573) 751-5239 (Telephone)
(573) 751-9285 (Fax)

i hereby certify that copies of the foregoing have been mailed or hand-delivered to all counsel of
record as shown on the attached service list this 1 Ts day ofOctober, 2000.
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DATE:

	

October 16, 2000

MEMORANDUM

TO:

	

Mssouri Public Service Commission Official Case File,
Case No. GO-2001-215, File No . 200100337, Missouri Gas Energy

FROM.

	

Wes&Henderson-Project Coordinator
Tom Imhof~ Gas Department -Tariffs/Rate Design VST_

Cc1~~- i~'~ ~do -T"54 R C <

	

< o~~lov
Project CoordinatorlDate

	

General Counsel's Offic

	

.

SUBJECT:

	

Staff Recommendation on a TariffSheet Filed to Renew Price
Stabilization Fund on Either a Modified or Unchanged Basis .

10-17-00A11 r25 RCV0

On September 27, 2000, Missouri Gas Energy (MGE or Company) ofKansas City,
Missouri, a division ofSouthern Union Company ofAustin, Texas, filed a tariffsheet
proposed to become effective October 27, 2000 . On September 27, 2000, the Company
also filed MISSOURI GAS EKERGTS APPLICATIONTORENEWPRICE
STABILIZATION FUND ONEITHER A MODIFIED ORUNCHANGED BASIS
MOTIONFOREXPEDITED TREATMENT (Application) requesting that the
Commission issue an order approving the tariff sheet filed on September 27, 2000 as
expeditiously as possible. The purpose of the proposed tariff sheet is to renew MGE's
Price Stabilization Fund (PSF) through the winter of2000-2001 .

The proposed hedging program is slightly different from the MGE program the
Commission previously approved, but which expired as ofSeptember, 2000 . MGE has
requested that the months for obtaining natural gas call options be changed from
November through March to December throughFebruary. MOB also wants the
Commission to approve a strike price that is generally prevailing at the NYMEX natural
gas market. MGE proposes that Staffpropose no prudence adjustment or other
disallowance ofcosts debited to the PSF for purchases or prices sold at the generally
prevailing NYNEX natural gas market at the time the sale is made.

The Staffbelieves that MGE has authority to hedge its gas costs using financial
instruments . The attached sample tarifflanguage identified as Attachment A was
developed by Staffand a) clarifies MGE's authority to enter into gas supply hedges and
b) clarifies that costs related to hedging or not hedging are gas costs, and will be
reviewed in the appropriate actual cost adjustment filing.
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The Staff is concerned that the existing pre-approval process results in delays that are
caused by scheduling issues, the negotiation process, review requirements, and regulatory
procedural requirements. MGE should have the flexibility to make critical managerial
decision without the inherent delay that is pert ofthe regulatory process ofpre-approval
MGE already makes critical business decisions without pre-approval for areas such as
payroll, day-to-day gas purchasing decisions, and contractual negotiations .

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

The Staff also requests that MGE s existing authority to charge 4.7 cents per Mcfbe
removed effective November 1, 2000 .

Therefore, Staff recommends that the following tariffsheet filed on September 27, 2000,
with a proposed effective date ofOctober 27, 2000, be rejected :

P'S.C MO. No. 1
First Revised Sheet No. 24.29 Canceling Original Sheet No. 24 .29
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The Company has the authority to use financial instruments for the purpose ofhedging
gas supply as it deems prudent . These costs are gas costs and will be subject to a
prudence review in the appropriate ACAproceeding.

ATTACIA1ENTA



--VLU-=E MISSOURI GAS ENERGY
34209madW- Km= cay, MO " 64111-2404 " (816) 360,5501

STEMW. CA]TAON

	

,

	

.

	

June 20, 2000
PRESSwre CHIEFOPSVTMoffro

Honorable Sheila Lumpe, Chair
Missouri Public Service Commission
P.O. Box 360
Jefferson City, MO 65102

RE:-

	

Natural Gas Prices

Dear Chair Lumpe:

By this letter Missouri Gas Energy expresses its deep concern regarding current
natural gas prices. The Kansas City Star has already reported on the issue a couple of
times and, in so doing,, done a good job of helping to make customers aware of -the
possibility of extremely . high gas prices during the upcoming heating season.

	

And
although customer awareness is important, moderating the impact high gas prices can
have on our customers will require action in addition to public communication. .

Some facts pertaining to this matter:

Schedule MTL - 28

MGEhopes that by taking prompt action, in cooperation and conjunction with the
Commissi on, negative impacts on. our customers,,as well -as the company itself, can be
moderated. Although MGE has had discussions with your staff regarding these issues "
and possible_actions that could be taken to help ease the situation, time is of the essence.'
Consequently, I write this letter to you and your colleagues on the Commission to request
a direct meeting with the Commissioners themselves as policymakers and to initiate this
important dialogue.

Natural gas prices are presently above $4.00 per MMBtu, an all-time high for this

	

.
time of the year. By the end. of our current ACA period (June 30, 2000), MGE
,anticipates being in an under-recovered position on commodity costs-by at least $10
million. This translates into an ACA adjustment increasing the PGA rate by at least
$0.151Mcf beginning around November 1, 2000. In addition; assuming natural gas
prices do not fall between now and November, the PGA rate billed to customers
would also increase by in excess of $1 .00IMcf on account of commodity costs
(presently included iu the PGA rate at approximately $3.001Mcf) .

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

For the past three winters, MGE has obtained Commission authorization to purchase
financial instruments to offer substantial price protection to its customers. Although
renewal of that program has been requested by way ofthe Amended Stipulation and
Agreement submitted on May 15, 2000, by .MGE the Commission's staff and the
Office of the Public Counsel, and presently pending before the Commission in Case
No. GO-2000-705, obtaining financial instruments at or .below the strike price cap of
$4.40/MNStu is not possible in the present market under the volume and cost
parameters ordered in Case NO. GO-2000-231 . MGE is not at all optimistic that
price protection under the parameters set in Case No. GO-2000-231 will be attainable
prior to the upcoming heating season

	

.

Although the Fixed Commodity Price PGA submitted to, and currently pending
before, the Commission by MGE, the Commission's staff and the Office of the Public
Counsel in Case No. G0-2000-705 provides a structure that can offer customers price
stability, the trigger price of $225ADYMtu is well below -prices presently available in
the market. Absent substantial reductions in market prices for natural gas, therefore,
the Fixed Commodity Price PGA will not be implemented prior to the upcoming .
heating season . - .

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

"

	

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

Unfortunately, the above factors seem to indicate that the currently high natural gas
prices will continue into the future. Despite the best efforts of the Commission, its staff
the Office of the Public Counsel and MGE, the spectre ofextreme price volatility appears
poised on the horizon

What can be done?

	

First 'we need to initiate a dialogue on the possible
alternatives . MGE respectfully requests a meeting with the Commissioners as
policymakers for this purpose. Some ofthe alternatives MGE would raise include :

1 . Permitting an unscheduled PGA filing this summer.



2. Increasing the' strike price cap for the purchase of financial instruments under the
Price Stabilization Plan.

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

4 . Changing the trigger price proposed by MGE, the Commission's staff and the Office
of the Public Counsel in the Amended Stipulation and Agreement in Case No. GO-
2000-705 .

5 . Implementation of a Weather Normalization Clause or other rate design that can
moderate the impact ofweathcr on customer bills. .

MOTE offers the foregoing in the interest of taking the first step, and beginning . the
dialogue on this important issue. Other alternatives certainly exist and we are more than
willing to discuss and consider them.

MGE is also in the process offinalizing its plan to begin communicating with our
customers in order . to help prepare them for the upcoming heating season.
Communicating soon to eliminate the surprise factor will be helpful in and of itself. In
addition, there are other actions customers can take to help moderate bill impacts. They
include subscribing to the ABC C`Average Bill Calculation") plan, weatherizing their
homes and being aware that thermostat settings affect bill levels .

Given the gravity of the situation and the right time constraints, MGE believes
that ideas can be exchanged more quickly and effectively in a face-to-face meeting.
Therefore, I vGould like to meet with the Commissioners as soon as reasonably possible
during open agenda to discuss these issues.

Please feel free to .call me at 8161360-5501 ifyou have any questions . Thank you
for your prompt consideration ofthis request . .

CC:

	

Commissioner Murray
. .

	

Commissioner schemtenamer
Commissi oner Slrnmons
Vice Chair Drainer
Martha Hogerty
ThomasR Schwarz, 7r.
Robert Schallenberg-
Wess Henderson
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TO:

	

Records Department : 1,11 Parties in Case No, GO-2000-231 -&: GO-2000-705
All Commissioners

FROM:

	

Chair Sheila Lumpe

DATE:

	

June 23, 2000

Notice ofEx Parte Contact

N0 .969 P.32/34 ;

.On June 21, 2000, I received a letter from Steve Cattron ofMissouri Gas Energy, regarding Natural
Gas Prices . The Commission is currently considering the same issues as to those set out in this
document in Case Numbers GO-2000-231 & G0~2000-705, . The Cotmnission is bound by the same
exparse rule as a court of law .

Pursuant to 4 CSR 240-4.020(4) it is impropF.r for anyperson to attempt to sway the judgement of
the Commission by undertaking, directlyor indirectly, outside the hearing process, to bring pto:sure
or influence to bear upon the. Commission, or the Regulatory Law Judge assigned to the proceeding,

Whenever such contact might occur 4 CSR 240-4 .020(x) states : as ex parse communications (either
oral or written) may occur inadvertently, any member of the Commission or Regulatory Law Judge
who received the communication shall immediately prepsre a written report concerning the
communication and submit it to the Chair and each member ofthe Commission, The report shall
identify the person(s) who participated in the ex parse communication, the circumstances which
resulted in. the communication, the substance of the communication, and die . relationship of the
communication to a particular matter at issue before the Commission.

Therefore, out of an abundange of caution, I think it appropriate to submit this notice of ex pane
contact pursuant to the standards set out in the rules cited above . This will ensure that any party to
this case will have notice of the'attaehed information and a full and fair opportunity to respond to
the comments contained therein .

cc :

	

Executive Director
Secretary/Chief Regulatory .Law;Judge
General Counsel -

	

'



jpm.252001 3 :11PN - ERYDON . SWEARENGEN._ax&
ENGLAND

Steven W. Cattron
President& Chief Operating Officer
Missouri Gas. Energy
3420 Broadway
Kansas City, MO 65102

	

,

Dear Mr. Cattron :

aaaa"W~nns ; .

SHEILA LUMFE
Chair

M, DIANNE DRAINER
,

	

viec Chair
CONNIE MURRAY

ROBERT 0.SCHE't1ENAUER

	

-

	

- Seereiary/ChierReputntoryLam- Judge
KELVIN 4 SIMMONS

	

- DANA R.IOYCE

i8,51r]STI

	

lII?jTL J~Er61re (gummisoiDn
WESS A. HENDRRSON

'

	

COST O17FICE Box 360

	

DI

	

or, Utility Oporetlons
JEFFERSONCITY MISSOURI 65102 - .

	

ROBBRTSCHALLENDERC

S73-751-3234
Direetoa UtIfItySm"tces ,

S73-751-1847 (Faa Number)

	

DONNA M. KOLILIS
.

	

DIrector,AdmInIstrntjontlttp ;flWSVw.pscstatc.mo.tss
DOLE HARDYRORER?S

June 20, 2000

H0 .969 P .33i34
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BRL4ND. KINKADE
Epocouvc Dlmct.r

CORDON L. PERSINGER
Dlmeiar, Research and Puhl[QAlrsir%

General Counsel

I am in receipt ofyour letter of June 20,'2000 . Like you.. I am greatly concerned witn the
effect that unexpectedly high natural gas prides will have on Missouri's gas companies and their
customers . I agree that time is of the essence if we are to most effectively address the, potential
problems caused by the high price of gas.

Because ofthe pervasive nature of this issue, it is ofutmost importance that the PSC's
response is orchestrated to beat meet the needs of all Missourians inespeotive. of their gas service
provider . I am hesitant to lead the Commission to addressing the problem one company at 3 time
and therefore must decline your request to have MOE individually address the Commission at this
.time. Instead, I would ask that MOE participate in a meeting that the PSC staff will conduct next
Monday in Jefferson City . Through this workshop, all of the state's gas companies can
participate in an open discussion of the issue and work together with staff to develop
recommendations . for the Commission on how to best manage the problems brought by the
current high price of gas, Recommendations requiring the Commission's review and. approval
would be handled in an expedited manner. I hope you will agree that this strategy affords us the
best chance of addressing this problem in a way that is fair and consistent to consumers and gas
companies statewide, and in the shortest emount of time .

You will be receiving or may have atready received an invitation from Wess Henderson
to attend the staff meeting. I am hopeful MOE will bean activc .participant in this forum .

Sincerely,

A~J
Sheila Lumpe

/Ilfnrntctl. CnnsOr6rr.6 Quality Utilify Srrs.icea', unrfa l)rJlcarrd Q+ ;Cauiguririr+ fur hlirvotariame in (Ifr 2Is? Ccrrlwy
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3:12PM

	

ERYDON . SWERRENCEN. 8 ENG1-RND

4:omullr .lo . .r .

	

i{

	

Tggaizrt ~ U17jtt

	

E7f]1LE (fTII'I~CriTI55tDrt
SK5ll .(. LUM1'4

Chair

	

POST OFFICE BO% 360
M. DIANNB DRAIN&li

	

JMERSON CITY, MISSOURr 6510'2
Vita Choir

	

S73-751-3234'
573.7511847 (Fqx Number)- CONNIEhiURRAY

	

bup:nwww.psc .slstc.mo.us
n0BRRT G, SCIi8MMNAUER

KBLVIN L. S1MMONS

Steve Cattron
President & Chief Operating Officer
Missouti Gas Energy
3420 Brgadway
Kansas City, MO 64111-2404

Re:

	

CaseNumbers 00-2000-231
CrO-2000-705

- Dear Mr. Cattron :

. June 23, 2000

The Commission appreciates lmowing your opinion .

NO .959 P.34i34
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BRIAN D . KINFkl)F
Rxtwtiva Director

GORDON L PERSINGER
Dirrntor, Raeard, end Publie Afrcirp

}9ESS A.HENmasoN
Direetur, Utility Operations
ROHERTSMULENBERr

Diraetor,Ur1Iq Srrdces
DONNA N. KOLILIS

Director, AdmlDirtrWon
DALE HARDY RO33CRTS

, .SgNAryiChler degeintaty Law Judge ,
DANA K. IOYCE
General Counsel

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

Thank you for taking the time to write.

co : Commissioners

Sincerely,

Sheila Lumpe

Irrforrteerl Cnrrsurrrerr, Qurtllry UrililyServic" ess, anti c 13erlkarrrl f3rFnni_nrinujarNfixanurlaetr fn the 2 In Cenorry
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BEFORE THE PUBL

STAFF RttcaMMENnATtol~r

COMESNOW Staff of the Public Service Commission ofMissouri, and for its recommendation

in the above-captioned matter states :

1 . On March30, 2001, Missouri Gas Energy filed alternative proposals for gas cos[

recovery, and specimen tariff sheets designed to implement either option

2.

	

Staff has reviewed the filing, and does not believe either-of MGE's proposals constitutes

a balanced approach to securing gas supply . For the reasons set out fully in the

Memorandum attached as Attachment A, Staffrecommends that the Commission reject

both ofMGE's proposals .

WHEREFORE, Staff urges the Commission to reject MOE's application.

5?3 751 9295

	

P.02

OF THE ST

in the matter ofAissouri Gas Energy's
fixed commodity price PGA and
transportation discount incentive
mechanis .

	

)
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Certificate of Service

Respectfully submitted,

DANA K. JOYCE
General Counsel

Thomas R Schwarz, Jr .
Deputy General Counsel
Missouri BarNo. 29645

Attorney for the Staff ofthe
Missouri Public Service Commission
P. O. Box 360
Jefferson City, MO 65102
(573) 751-5239 (Telephone)
(573) 751-9285 (Fax)

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

	

April 18, 2001

MEMORANDUM

To:

	

Missouri Public Service Commission Official Case File,
Case No. GO-2000-705, Missouri Gas Energy

From:

	

'-

	

avid Sommerer, Procurement Analysis Department Manager
WWWarren T. Wood, Gas Department Manager

Utility Operations Division /Date

	

General Counsel's Offic

	

ate

Subject:

	

StaffRecommendation on Missouri Gas Energy's Alternative Proposal
Regarding Commodity Cost Recovery

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

The Commission's Procurement Analysis Department and Gas Department Staff(Staffl
have reviewed MGE's Alternative Proposal Regarding Commodity Cost Recovery
(Proposal) . Based on the following discussion, Staff recommends that neither ofthese
options be specifically pre-approved by the Commission. The pre-approval process
violates the fundamental principle that Missouri utilities manage their ownbusiness in a
reasonable and prudent manner . MGE asks the Commission to decide now, in advance of
events, that one or the other of its proposals is prudent. MGEis asking the Commission
to relieve it ofthe risk: of possible disallowance ofgas costs even though the Commission
will not be given additional market information at the time purchases are made .
Customers may ultimately pay more for their gas in exchange for MGE's peace of mind.
By extension, if the Commission is to assume the role ofmaking initial management
decisions at MGE, then customers should receive the benefit ofa reduction in rate of
return and elimination of salaries for management employees that no longer perform this
function .
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MO PSC Case No. GO.,_,00-705
OFFICIAL CASE FILE MEMORANDUM
PAGE 2 OF 3

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

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

Staff supports a gas purchasing strategy for the upcoming and future winters that utilizes
a sound management decision-making process that considers the entire range of gas
supply options while recognizing all relevant factors impacting its gas purchasing
activities . The fundamental issue in this case is risk management and responsibility .
There is a risk whenever we make adecision regarding a course of action when unknown
future events can substantially alter the consequences ofthe decision . MGE customers
are completely dependent onMGEto make reasonable and prudent decisions related to
the purchase ofnatural gas to meet their needs. For the process to be efficient MGE must
at least implicitly assume a fiduciary relationship with its customers similar to the one
that explicitly exists between shareholders and their directors . The gas purchasing
relationship between MGE and its customers necessitates a sound gas purchasing
strategy. Such a strategy favors a mix of fixed price volumes, financially hedged
volumes, storage volumes, and index priced volumes with variations ofeach ofthese
components . The decision regarding the appropriate mix of these differently priced
mechanisms would depend on the best information available to MGE on pricing trends,
the relative costs of these mechanisms, andrecognition of scenarios that can significantly
alter the actual result . The decision regarding the appropriate mixof these differently
priced mechanisms will be based on an objective to provide a relatively stable rate with
the ability to participate in market price drops. Staffrecognizes that a sound gas
purchasing strategy will not result in the lowest possible delivered price or complete
stability in rates in any given winter . The strategy Staff mentions has already been
incorporated by one ofMissouri's LDCs and is currently being incorporated by two
others .
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MO PSC Case No. GC X00-705
OFFICIAL CASE FILE MEMORANDUM
PAGE 3 OF 3

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

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

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

The Staffhas reviewed MGE's Alternative Proposal Regarding Commodity Cost
Recovery and is of the opinion that the Commission should reject pre-approval ofMOB'S
alternatives .
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Staffnotes that each ofMGE's proposed options has merit and needs to be evaluated as
part ofa sound gas purchasing strategy . MGE's fixed price option would achieve rate
stability over a full year, with only weather induced usage volatility the remaining
unknown. MGE's fixed option plan does not provide adequate measures to ensure the
cost ofgas is reasonable . The company's proposal would have the Commission endorse
the purchase of 20% ofMGE's requirements even at times when all relevant data
indicates that this would be an unreasonable action . MGE's hedging option would
achieve a level ofprice protection while allowing participation in market price
reductions . Unfortunately, its price protection level is expected to be quite high.
relatively expensive to purchase, and will not protect all ofMGE's needed supplies .

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

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

The Staff has reviewed MGE's Alternative Proposal Regarding CommodityCost
Recovery and is of the opinion that the Commission should reject pre-approval ofMGE's
alternatives .
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Robert J. Hack
Senior Attorney
Missouri Gas Energy
3420 Broadway
Kansas City, MO 64111



BEFORETHE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI

In the matter of Missouri Gas Energy's
fixed commodity price PGA and
transportation discount incentive
mechanism.

Case No. GO-2000-705

MISSOURI GAS ENERGY'S RESPONSE TO STAFF RECOMMENDATION;
REOUEST FOR EXPEDITED CONSIDERATION

Comes now Missouri Gas Energy ("MGE"), a division of Southern Union

Company, and for its response to the Staff Recommendation filed herein on or about

April 19, 2001, respectfully states the following :

l .

	

As indicated in its March 30 filing, MGE filed its Alternative Proposal

Regarding Commodity Gas Cost Recovery for the purpose of I) eliminating the $2.25 per

MMBtu trigger price mechanism currently embodied in MGE's tariff and lI) replacing

that $225 trigger price mechanism with either A) a fixed commodity price alternative or

B) a hedging plan alternative . MGE will address each ofthese items in turn.

I.

	

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

2.

	

Because the Staff Recommendation did not address the elimination of the

$225 trigger price mechanism, MGE met with representatives of the Staff and the Office

of the Public Counsel on April 24, 2001, to discuss thismatter . Based on that discussion,

it is MGE's understanding that neither the Staff nor the Public Counsel object to the

elimination of the $2.25 trigger price mechanism. By filing made under separate cover

contemporaneously with the filing of this pleading, MGE has submitted revised tariff

sheets to effectuate elimination of the $2.25 trigger price mechanism. MGE respectfully

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

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

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

sooner it is eliminated and matters are clarified the better. MGE has endeavored to

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

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

11 .

	

Replacing the $2.25 Trigger Price Mechanism

A.

	

Fixed Commodity Price Alternative

3 .

	

The Staff opposes the fixed commodity price alternative proposed by

MGE based on its belief that the Commission should not grant "pre-approval ." Although

this Staff position continues to be a disappointment to MGE, the fixed commodity price

alternative as proposed by MGE contained a "no prudence review" condition, so this

Staff position is not a surprise . MGE reiterates its belief that the fixed commodity price

alternative is superior to the hedging plan alternative for the reasons set out in MGE's

filing of March 30, 2001 . Nevertheless, in an effort to move this matter forward

expeditiously for the benefit of MGE's customers in the upcoming winter, MGE hereby

advises the Commission that, so long as the $2.25 trigger price mechanism is eliminated,

the Commission need notmake a decision between the fixed commodity price alternative

and the hedging plan alternative. The Commission itself is of course free to choose the

fixed commodityprice alternative, but MGE would need to know that decision forthwith

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

	

hedgingPlan Alternative

4.

	

The stated basis of the Staffs opposition to the hedging plan alternative

proposed by MGE is also that the Commission should not grant "pre-approval ." This

objection puzzles MGE because the hedging plan alternative as proposed by MGE does

not seek "pre-approval" and specifically provides for prudence review. (See, para . II.B.2 .

on pages 3-4 ofMissouri Gas Energy's Alternative Proposal Regarding Commodity Cost

Recovery, filed March 30, 2001, and Section II of Sheet No. 24.12 in Attachment 3

thereto) . The Staffs objection on this basis further puzzles MGE because the tariff

language in section II of Sheet No. 24.12 is essentially what the Staff recommended in

Case No. GO-2001-215 . 1 (See, Attaclunent 1 appended hereto). MGE believes that it is

entirely reasonable and appropriate to include this language in its tariff. Nevertheless, in

an effort to move this matter forward expeditiously for the benefit of MGE's customers in

the upcoming winter, MOB hereby advises the Commission that, upon elimination of the

$225 trigger price mechanism, MGEwill implement the hedging plan alternative without

the language included in Section II of Sheet No. 24.12?

	

(The revised tariff sheets

'

	

The Staff also opposes the hedging plan .alternative proposed by MGE on the
basis that it is purportedly a "formula approach ." (See, Staff Memorandum, page 2 of 3)
This criticism puzzles MGE also . The hedging plan alternative proposed by MGE
specifically stated that "MGE will undertake to hedge its gas purchase costs through the
use of financial instruments on the NY1vMX or fixed commodity prices or some
combination thereof." (Missouri Gas Energy's Alternative Proposal Regarding
Commodity Cost Recovery, para . II.B.2, pp. 3-4) This is most definitively not a
"formula approach ."
'

	

In so doing and effective with the elimination of the $2.25 trigger price
mechanism, MGE will be acting in reliance on the Commission's October 26, 2000, order
in Case No. GO-2001-215 and the Staff Recommendation in this case that MGE
possesses authority to use financial instruments for the purpose of hedging gas supply as
MGE deems prudent and that the costs of such instruments, including associated gains
and losses are commodity-related gas costs recoverable through the Purchased Gas
Adjustment mechanism in MGE's tariff and are subject to true-up, as well as prudence
review, through the Actual Cost Adjustment process.
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submitted contemporaneously herewith under separate cover have been so drafted.) The

Commission itself is of course free to decide that the tariff language originally included

by MGE in Section II of Sheet No. 24.12 should be approved.

WiRREFORE, MGE respectfully requests that the Commission issue its Order

which approves the tariff sheets to eliminate the $2.25 trigger price mechanism as

expeditiously as possible.

Certificate of Service

Respectfully submitted,

'L
Robert J. HvEk -

	

MBE436496
3420 Broadway
Kansas City, Missouri 64111
(816)360-5755
FAX : (816)360-5536

e-mail : rob.hack@southemunionco.com

ATTORNEY FOR MISSOURI GAS
ENERGY

1 hereby certify that a true and correct copy of the above andforegoing document
was either mailed or hand delivered this 26th day ofApril, 2001, to :

Office of the Public Counsel

	

Thomas R. Schwarz, Jr.
P.O . Box 7800

	

P.O. Box360
Jefferson City,MO 65102

	

Jefferson City, Missouri 65102

.f"*
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OPINION: ORDER APPROVING TARIFF

2001 Mo. PSC LEXIS 211,

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

Case No. GO-2000-705; Tariff No. 200101090

PUBLIC SERVICE COMMISSION OF THE STATE OF MISSOURI

2001 Mo. PSC LEXIS 211

May 25, 2001

CORE TERMS: tariff, trigger, volumes, commodity price, recommendation, purchasing,
effective, commodity, sheet, elimination, recommended, prudence, fixed price, approving,
withdraw, prudent

[*1] Dale Hardy Roberts, Secretary/Chief Regulatory Law Judge . Nancy Dippell, Senior
Regulatory Law Judge, by delegation of authority pursuant to Section 386 .240, RSMo 2000.

On August 1, 2000, the Commission approved an Amended Stipulation and Agreement
regarding commodity gas cost recovery between Missouri Gas Energy, a division of Southern
Union Company, the Staff of the Missouri Public Service Commission, and the Office of the
Public Counsel . Section 11 of the agreement allowed MGE to submit, for the Commission's
consideration, proposals regarding commodity gas cost recovery if the fixed commodity price
component of the purchased gas agreement (PGA) did not take effect within eight months
after April 28, 2000. The fixed commodity price component, also known as the trigger price
mechanism, of the PGA did not take effect by the deadline .

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

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

On April 19, 2001, the Staff recommended that the Commission reject both of MGE's
proposals . The Staff stated in its memorandum that by approving one of the two proposals,
the Commission would be preapproving the expenditures and thereby deeming them to be
made in a prudent manner. Staff further indicated that by [*3] approving one of these
proposals the Commission would be assuming the decision-making role that should be

Schedule MTL - 31



Search - 1 Result - case no. go-2000-705

	

Page 2 of 3

performed by MGE's management team. Staff further stated that in its opinion, MGE did not
need Commission approval to participate in whichever gas purchasing plan MGE believed to
be prudent .

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

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

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

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

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

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

IT IS THEREFORE ORDERED'

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

Third Revised SHEET No. 24.8, Canceling Second Revised SHEET NO. 24.8
Third Revised SHEET No. 24.10, Canceling Second Revised SHEET No. 24.10
Third Revised SHEET No. 24.11, Canceling Second Revised SHEET No. 24 .11
Third Revised SHEET No. 24.12, Canceling Second Revised SHEET No. 24 .12
Fourteenth Revised SHEET No . 24.13, Canceling Thirteenth Revised SHEET No.
24.13
First Revised SHEET No. 24.14, Canceling Original SHEET No. 24.14
First Revised SHEET No . 24.15, Canceling Original SHEET No. 24.15
First Revised SHEET No. 24.16, Canceling Original SHEET No . 24.16
First Revised SHEET No. 24.18, Canceling Original [*6] SHEET No . 24 .18
First Revised SHEET No. 24.31, Canceling Original SHEET No . 24.31
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2. That this order shall become effective on May 27, 2001 .

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

BY THE COMMISSION

Dale Hardy Roberts .

Secretary/Chief Regulatory Law 3udge

Page 3 of 3

Nancy Dippell, Senior Regulatory Law Judge, by delegation of authority pursuant to Section
386 .240, RSMo 2000 .

Source : Legal >States Legal - U.S . > Mid> Agency Administmlive Materials > MO Public Service
Commission Decisions
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View : Full
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Initial Data Requests of
Missouri Gas Energy on
StaffDirect Testimony

Case No. GR-2001-382
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55.

	

Please show, through workpapers, notes or other materials, how Staff
calculated that MGE could obtain 75% of the maximum tariffrate if MGE had
released its capacity on Williams during the ACA period in question in this
proceeding .

	

If no analysis or calculation was conducted, please indicate as
such .

Response : No specific calculation was performed but was based upon the
requirement that an assessment of the value of a forgone capacity release
transaction be conducted . The Staffs rationale for this value was at some
level between maximum FERC rates and a 50% discount .



Initial Data Requests of
Missouri Gas Energy on
Staff Direct Testimony

Case No. GR-2001-382
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56.

	

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

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


