Missouri Gas Energy
A Division of Southern Union Company

Missouri Public Counsel
Case Number GR-2001-382
Data Request Number 81

Requested By: Lesa Jenkins and Anne Allee

Requested From:  Mike Noack

Date of Request: March 26, 2002

Information Requested: Please provide copies of all documentation that shows that
MGE made attempts to either post or negotiate a pre-arranged capacity release on the
Kansas Pipeline Company (KPC) system during the 12 months ended June 30, 2001.

Response: MGE did not post capacity for release on the Kansas Pipeline Company
bulletin board during the 12 months ending June 30, 2001. MGE had various verbal
conversations with companies that expressed interest in obtaining a released capacity, and
no company has ever expressed an interest in obtaining MGE’s Kansas Pipeline
Company capacity. No records were made of verbal conversations in this regard as most
companies were interested primarily in obtaining released capacity on the Williams Gas
Pipeline — Central system.

The Company has since posted for release capacity a portion of its Kansas Pipeline
capacity for the 2002 period, and no bids have been received on its posted capacity. In
addition, see attached correspondence from Enbridge, a parent company of Kansas
Pipeline Company.

RECEIVE

HAY 01 2002

) UTILITY SERVICES DIV
PUBLIC SERVICE COMMISSION

Prepared By: W‘”‘—/M Date: ef-2g - Zoa
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$100 e ey ne - ENBRIDGE™
Suite 3300
Houston, TX 77002

April 2, 2001

Mr. Michael J. Langston
Vice President, Gas Supply G -04-0
Missouri Gas Energy, a division of
Southern Union Company
504 Lavaca, Suite 900
Austin, Texas 78701
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RE: Capacity Release on Enbridge Pipelines (KPC), formerly Kansas Pipeline
Company

Dear Mike:

It was good to talk to you yesterday; it’s been too long. I hope that things have been
going well for you.

After our conversation, I double-checked capacity release acttvity on the Enbridge
Pipelines (KPC) system. From the date KPC became federally regulated and opened its
system to capacity release transactions beginning June 1, 1997, to date, there have been
no capacity release transactions executed on the system.

If I can be of further assistance, please let me know.

Sincerely,

oanjA.W. Schncpp
i resident

Enbridge Pipelines (KPC)

Phone: 713 650 8900 = Fax: 713 821 2232
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Missouri Gas Energy
Capacity Release Summary Report
WNG July,2000 - June,2001

Production Area Market Area

Avg Release Released Release Avg Release Reieased Release

Credit Volume/Month  Credits Credit Volume/Month  Credits
Jul-00 $0.01381 697,393 $9,634 $0.00784 831,355 $6,520
Aug-00 $0.01608 608,908l‘ $9,792 $0.00801 784,550 $6,287
Sep-00 $0.01891 352,648 $6,670 $0.00740 932,648 $6,903
Oct-00 $0.01797 412,422 $7.413 $0.00798 1,048,302 $8,369
Nov-00 $0.03441 456,614 $15,710 $0.01875 1,185,852 §$22,236
Dec-00 $0.06703 270,120, $18,106 $0.02431 1,516,938 $36,871
Jan-01 $0.03673 107,911 $3,964 $0.03789 1,786,849 $67,696
Feb-01 $0.07216 595,865j $42,998 $0.02556 1,761,227 $45,013
Mar-01 $0.04858 440,256  $21,387 $0.02029 1,202,269  $24,397
Apr-01 $0.03103 166,697 $5,173 $0.00962 1,205,634 $11,594
May-01 $0.02362 252,978 $5.976 $0.00997 983,888 $9,809
Jun-01 $0.01065 1,277,734 $13,602 $0.00868 957,345 $8,308
Totals $0.02845 5,639,546 $160,425 $0.01788 14,196,857 $254,002

projects/2002/CapRel7-00-6-01.xls
4/4/02
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Missouri Gas Energy
Capacity Release Commodity Rate Comparison

Williams PEPL PEPL KMIGT KPC
100-200 miles 200-300 miles
Production Area Commodity Rate 0.0124 0.0201 0.0201 n/a n/a
Market Area Commodity Rate 0.0061 0.0251 0.0278 0.0204 0.0625
Total Commodity Rate 0.0185 0.0452 0.0477 0.0204 0.0625
Production Area Fue! Raie 1.64% 1.13% 1.13% n/a nfa
Market Area Fuel Rale 0.69% 0.09% 1.35% 3.30% 3.61%
Total Fuel Rate 2.33% 1.22% 2.48% 3.30% 3.61% -
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Missouri Gas Energy
A Division of Southern Union Company

Missouri Public Counsel
Case Number GR-2001-382
Data Request Number 84

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

Date of Request: March 26, 2002

Information Requested: Please provide all details such as rates, recall provisions, and
terms for any proposed releases of firm capacity on the KPC system by MGE.

Response: MGE did not post capacity for release on the KPC system during the twelve
{12) months ending June 30, 2001.

For recent capacity postings on the Kansas Pipeline system, see the attached printout
showing the terms and conditions of the posted release.

RECEIVE

LAY 01 2002

o _ UTILITY SERVICES DIV,

PUBLIC sEavicE COMMISSION

Prepared By: M% Date: ¢4 3 teue
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Missouri Gas Energy
A Division of Southern Union Company

Missouri Public Counsel
Case Number GR-2001-382
Data Request Number §3

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

Date of Request: March 26, 2002

Information Requested: If the Company has not attempted to post or pre-arrange a
capacity release transaction on KPC, please provide all reasons for this decision.

Response: Please see response to Data Request Number 81. In addition, as provided to
the Staff, the overall incremental capacity cost on the Kansas Pipeline System far exceeds
the incremental cost on alternatives available on the Williams Gas Pipeline — Central
system. For this reason, no companies would be interested in obtaining release capacity
on a system which has an incremental five to seven cents ($.05 - $.07) premium per
MMBtu cost over and above the cost to obtain the released capacity.

In addition, MGE had obtained on average less than five cents ($.05) per MMBtu for
both production and market area capacity across the Williams system. Therefore, even
on an incremental basis, with no value provided to a releasing capacity holder, the Kansas
Pipeline system would still remain more expensive than obtaining capacity on the
Williams system. In addition, as has been discussed with the Staff, a very substantial
operational issues involving the Transok lease that 1s imbedded with the Kansas Pipeline
capacity which restricts receipt point locations for certain percentages of the supply
deliveries into Transok. See also correspondence from Duke Energy that describes their
independent analysis of the Kansas Pipeline capacity.

RECEIVE

LAY 01 2007
UTILIT 7Y SERVICE
PUBLIC SERVICE CL‘ f\?a [”)JICYSION

Prepared By: ?/7"/ /_/ Date: Y26~ 200 =
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Mike Larﬁston

From: ' Mike Langston

Sent: Thursday, April 04, 2002 11:18 AM
To: Rob Hack

Cc: Mike Noack

Subject: Capacity Release values on KPC

@

CapRelCompare.xls CapRel7-00-6-01.xis
Attached are two files showing:

1) A compariscn of the incremental commodity and fuel
rates applicable on the interstate pipelines serving MGE. These
incremental rates are the fees that would be paid by a company acgquiring
releaged capacity from MGE under the contract they would sign with the
pipeline company. Additionally, any "release credit" we obtain would ke
a fee in additicn to these amounts, as would the normal GRI and ACA
surcharges.

2) A summary of the capacity release credits cobtained
on the Williams system for the period July 1, 2000 through June 3G,
2001. This calculates the average "release credit" received in the
production and market zones on Williams. These rates would be in
addition to the commodity rate and fuel rate payments that a company
acquiring capacity from MGE would pay to Williams, with these amounts
ultimately credited to our inveices.

These sheets show that with the higher commodity rate, and higher
fuel charges on XPC, acquiring capacity on Williams, PEPL, or
Kinder-Morgan, would be cheaper that acquiring capacity con KPC.
Additioconally, as I have sent to you, KPC has never concluded any
capacity release transactions on their system. These rate comparison
clearly show why this is the case, regardless of the Transok lease
operating requirements.,

Once you review this, if vou see no problems, feel free to share
this with Tim and any other member of the MPSC Staff. Thanks.

—
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Missouri Gas Energy
Capacity Release Commeodity Rate Comparison

Williams PEPL PEPL KMIGT KPC
100-200 miles 200-300 miles
Production Area Commodity Rate 0.0124 0.0201 0.0201 nfa n/a
Market Area Commodity Rate 0.0061 0.0251 0.0276 0.0204 0.0625
Total Commodity Rate 0.0185 0.0452 0.0477 0.0204 0.0625
Preduction Area Fuel Rate 1.64% 1.13% 1.13% n/a n/a
Market Area Fuel Rate 0.69% 0.09% 1.35% 3.30% 3.61%
Total Fuel Rate 2.33% 1.22% 2.48% 3.30% 3.61%
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Missouri Gas Energy
Capacity Release Summary Report
WNG July,2000 - June,2001

Production Area Market Area

Avg Release Released Release Avg Release Released Release

Credit Volume/Month  Credits Credit Volume/Month  Credits
Jul-Q0 $0.01381 697,393 $9,634 50.00784 831,355 $6,520
Aug-00 $0.01608 608,908 $9,792 $0.00801 784,550 $6,287
Sep-00 $0.01891 352,648 $6,670 $0.00740 932,648 $6,903
Oct-00 $0.01797 412,422 $7.413 $0.60798 1,048,302 $8,369
Nov-00 $0.03441 456,614  $15710 $0.01875 1,185,852  $22,236
Dec-00 $0.06703 270,120 518,106 $0.02431 1,516,838 $36,871
Jan-01 $0.03673 107,911 33,964 30.03789 1,786,849  $67,696
Feb-{1 $0.072186 595865 542,998 30.02556 1,761,227  $45,013
Mar-01 $0.04858 440,256 521,387 $0.02029 1,202,269  $24,397
Apr-01 $0.03103 166,697 $5,173 $0.00962 1,205,634 $11,594
May-01 50.02362 252,978 $5,976 $0.00997 983,888 $9,809
Jun-01 $0.01065 1,277,734 $13,602 $0.00868 957,345 $8.308
Totals 30.02845 5,639,546 $160,425 $0.01789 14,196,857 $254,002

projecls/2002/CapRel7-00-6-01 xl5
414102
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Duke ago
Pﬁ Energy. ‘ Mobil

April 4,2002

Mr. Michae! Langston

Missourt Gas Energy c/o

Southern Union Company

IV Barton Skyway

1301 South Mopac, Suite 400

Austin, TX 78746 ‘
09-04-02 P03:24 [N

Re: Kansas Pipeline Capacity |

Dear Mr. Langston:

Please reference our telephone conversation of April 1, 2002 regarding the value placed by
Duke, on your Transok/KPL capacity during our internal review of our proposed transaction
prior to its September 01 effective date. The result of our review indicated that the Transok/KPL

capacity had little or no utility for Duke’s purposes and therefore no value for the following
reasons:

o Cost of supply on the Transok system typically has a higher value than other
potential supplies reaching the Kansas City market area.

o Due to limitations under the contract, the Transok/KPL capacity has restricted
receipt point locations.

o Contractually the Transok/KPL capacity has limited or no delivery point
flexibility.

Although the Transok/KPL capacity may have value for Missouri Gas Energy in its role as a
local distribution company, the true value of released capacity from the perspective of a
marketing company lies in the flexibility, spread value and the matching of capacity to our
marketing portfolio objectives. In this particular case, none of these criteria were met, resulting
in the zero value placed on the capacity for evaluation purposes.

Ple@e give me a call should you have any further questions.

Sincerely,

Mark R. Homestead
Regional Manager — MidContinent/Te¢xas
Duke Energy Trading and Marketing, L.L.C. A Duke Energy and Mobil Company

5400 Westheimer Court
Houston, Texas 77056

/_'_—_'—_7_—4——_\
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BRIAN D. KINKADE
Exccutive Director

GORDON L. PERSINGER

¢ anmissiner - . - - g - - Dircctor, Research and Public Affairs
: Missouri Public Serbice Qomumission and Pubiic &
SHEILA LUMPE D\_’\"ESS ‘?jl?f.EN(l))ERSQ.\
i irector, Utilit erations
e POST QFFICE BOX 360 ROBERT SCH:LLPENBERC
HAROLD CRUMPTON JEFFERSON CITY, MISSOUR1 65192 Director, Utility Services
573.751-3234
DONNA M, KOLILIS
CONNIE MURRAY 573-751-1847 (Fax Number) Director, Administration
ROBERT G. SCHEMENAUER http://www.ecodev.state.mo.us/psc/ DALE HARDY.ROBERES-.
. . A R . Secretary/Chiel Repulatory Law Judge
M. DIANNE DRAINER T T by - i
Vice Chair May 12, 2000 DANA K. JOYCE

Geperal Counsel

Mr. Dale Hardy Roberts

Secretary/Chief Regulatory Law Judge F I 2

Missourt Public Service Commission ‘ L E LJ

P. O. Box 360

Jefferson City, MO 65102 MAY 1 5 2000-—= B

RE: GO-2000-705

‘- Misg . , - _
Service &M Public

. CommiSS";Dn
Dear Mr. Roberts: ;

Enclosed for filing in the above-captioned case are an original and eight (8) conformed
copies of an AMENDED STIPULATION AND AGREEMENT.

This filing has been mailed or hand-delivered this date to all counsel of record.

Thank you for your attention to this matter.

Sincerely yours,

ECEIVE D '/El‘\“‘l.v’\.m.’h ¢ C\LLMDW\\,‘

1

Thomas R. Schwarz, Ir.

MAY 12 2000 Deputy General Counsel A
' (573) 751-5239
Recordg‘" (573) 751-9285 (Fax)
Public Service Commissizn
TRS/jb
Enclosure

cc: Counse! of Record

¢

Informed Consumers, Quality Utility Services, and a Dedicated Organization for Missouriany in the 2 st Century
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FILED?

BEFORE THE PUBLIC SERVICE COMMISSION MaY 1 5 2000
OF THE STATE OF MISSOURI

Mis :
Serviesri P

In the matter of Missouri Gas Energy’s ) . Comr%%’sﬁ
fixed commodity price PGA and ) Case No. GO-2000-705 | e
transportation discount incentive )

mechanism. )

AMENDED STIPULATION AND AGREEMENT' |

Come now Missouri Gas Energy (“MGE”), a_division of Southemn’ Union e

Company, the Office of the Public Counsel ("Public Counsel”) and the Staff of the

Missouri Public Service Commission (*'Staff”) and hereby submit for the Commission’s

approval, pursuant 1o the authority of section 393.150 RSMop, the following Stipulation |

and Agreement. -

Purpose— - L T T e e

L.

MGE, Public Counsel and the Staff have entered into this Stipulation and l
Agreement, and request that the Commission approve it, as a way to: 1) provide system
sales customers with a reliable supply of natural gas at stable and lower prices than would
be achieved by continuation of current practices?; ‘2) provide MGE with a reasonable '
opportunity to generate earnings through skillful and prudent ma‘nagcment-of its gas

supply, transportation and storage portfolio; and 3) streamline the regulatory process

associated with gas supply, transportation and storage costs. ‘R E c E 1 v E D

MAY 12 2000

Records

\ ) . ) . Public Service Commissien
In this Amended Stipulation and Agreement. additions to the original document

(filed with the Commission on April 28, 2000) will be shown in underlined italics and
deletions from the original document will be struck through.

i Public Counsel believes the appropriate goal is to provide reasonable and stable
prices. [mplementation of the fixed commodily price component of the PGA should result
in lower prices: however, lower prices are not guaranteed.

Schedule 5-2




II. Commuodity Costs
A.  MGE will set a fixed commodity price component for natural gas within
the PGA when and if the NYMEX (New York Mercantile Exchange) strip price for the

nearest 12 month period traded on the exchange, weighted by the average MGE purchase

volumes by month (as shown in Attachment 1) settles at or below $2. 25 per MMBtu for

five (5) consecutwe busmess days (the “tngger price” )m-In such™ event; - the ﬁxed———:‘—“;:‘—‘;--———

commodity price component of the PGA clause shall be an amount equal to recover a
commodity unit purchase price of $2.400 per MMBtu, the trigger price plus $0.150.

MGE shail also have the right, at its sole discretion, to implement the fixed commodity

- price component of the PGA to recover a commodlty unlt purchase pnce of $2 400 per

'MMBtu at any time it 50 elects in iﬁe?uéht that the trigger price lias ot beefiteached.

The $2.400 per MMBtu commodity unit purchase price translates into a fixed commodity
price component of the PGA equal to approximately $0.25816 per Cef as shown in the
sample calculations on Attachment 2-2 to reflect Btu conversion, compression fuel on the
interstate pipeline systems (including, where permitted by FERC tanff, lost and
unaccounted for gas on the interstate pipeline systems) and lost and unaccouhted for gas
on the MGE system, consistent with the provisions of this Stipulation and Agreement.3
This $0.25816 per Ccf fixed commodity price component of the PGA shall remain in

effect for a period of two years from the date it becomes effective.’

’ MGE, Public Counsel and the Staff continue to work on the development of tariff |

sheets designed to implement the provisions of this Stipulation and Agreement. The
Staff, Public Counsel and MGE intend to submit such tariff sheets to the Commussion bv
May 19, 2000 withintwo{(2)weeks of the-filing of this-Stipulation-and-Agreement.

* The fixed commodity price component of the PGA shall take effect upon the
occurrence of one of the triggering events as described in this paragraph IL.A. (e.g., the
weighted average 12 month NYMEX strip settling at or below $2.25 per MMBtu for five
consecutive business days or MGE electing to implement the fixed commodity price

- - Schedule 5-3




B. If 1) the commodity trigger price has not been reached within two (2)

months after the effective date of the Commission order approving this Stipulation and

Agreement and 2) MGE has not elected to put the fixed commodity price component of

the PGA into effect, MGE, Public Counsel and the Staff shall re-examine the trigger

price in light of intervening natural gas market activity. If the Staff, Public C ounsel and_|

“MGE agree on an alternative trigger price; such proposed-altemnative-trigger-price.shall.be

filed with the Commission for approval. Absent agreement between the ‘parties, 'nei__t'h_é_r

the Staff nor Public Counsel nor MGE shall independently seek a change in the trigger

price. This re-examination wiil occur each two months thereafter for two years following

the effective date of the Commission order approving this Stipulation and Agreement if

the trigger price has not been reached and MGE has not elected to put the fixed
commodity price component of the PGA into effect. This paragraph I1.B. shall be of no
force and effect if the trigger price is reached or if MGE has elected to put the fixed
commodity price component of the PGA into effect.

C. Until the fixed commodity price component of the PGA takes efft_:ct, MGE
shall continue under the current PGA/ACA process for commoc_lity._cost recovery. MGE
shall be permitted to submit other proposals regarding commpdity cost recovery for the

Commmission’s consideration if the fixed commodity price component of the PGA does

not take effect within eight (8) months after April 28, 2000 the-filing of this-Stipulation

and—Agreement. In the event that MGE submits an alternative proposal regarding

compenent of the PGA). MGE shall notify the Commission of the date the triggering
event occurs no later than the next business day thereafter. Accompanying such
notification will be a revised tariff sheet designed to reflect the Total Fixed Commodity
Price PGA Rate calculated in accordance with the provisions of this Stipulation and

Agreement; such revised tariff sheet is to be approved by the Commission to be effective
ten business days after filing.

LV
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commodity cost recovery and the Commission approves an alternative proposal regarding
commodity cost recovery: prior to the fixed commodity price component of the PGA

taking effect under this Stipulation and Agreement, the provisions of this Stipulation and

Agreement regarding the fixed commodity price component of the PGA shall be of no

“ﬁ“—fwmmomw—wst—rmvery:aﬁdﬁhﬁfeﬂmwsprﬁc-w.upmlcm»w.—me—peﬂ—uuee

. III. _ Transportation and Storage Costs

this StLpulatxon and Agreernent takes effect prior to the Commlssmn s approval of an
alternative proposal regarding commodity cost recovery, MGE shall withdraw its

alternative proposal regarding commodity cost recovery from Commission consideration.

[PV RSP T

A. Underlying Principles
1. Reliability shall not be reduced to achieve savingss.
2. Savings shall not be claimed when a new or incremental service is
not a direct substitute for a more costly historical service®.
3. Savings shall not be claimed when other cost components of the
delivered cost of gas are increased for the sake of some level of

decrease in transportation costs’.

’ Examples of reliability reductions include, but are not limited to: reductions in

Maximum Daily Quantity (“MDQ”) below prudent levels, use of bundled service
agreements that replace needed firm supplies and/or transportation capacity with less
reliable deliveries, reduction in priority of receipt and/or delivery points, replacement of
firm transportation service with recallable capacity, and reductions in priority of service.

¥ Examples of services not directly substituted for more costly historical service
include, but are not limited to: new short-term transportation service, seasonal winter-
only service, and/or new back-haul services that 1) are not direct substitutes for
comparable historical forward-haul service and 2) do not carry the same reliability
standards.

! Examples of increasing a cost component of the delivered cost of gas for the sake
of .obtaining transportation savings include, but are not limited to: an increase in the

B R T ety
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4. Savings shall not be ciaimed when achieved rates are not below the
lesser of final FERC rates or currently effective discounted rates,

as such discounted rates are in effect through the current term of

the agreements existing as of April 28, 2000 the-date-of the filing

available by tariff or rule to other customers as a part of FERC
proceedings.
B. Maximum Daily Quantities (“MDQs™)

. Sales customers and MGE shall share savings from any reduction in the level of

contract MDQs in agreements in effect as of April 28, 2000 the-date-of the-filing-of this

Stipulation-and-Agareement, with 70% of such savings credited to customers and 30% of
such savings credited to MGE. Sales customers shall pay for increased levels of contract
MDQs, subject to prudence review as provided in paragraph V.F. of this Stipulation and
Agreement.
C. Transportation Rate Discounts
1. The benchmark calculation of the amount recovered from

customers shall be based on existing contracted MDQ capacity, in agreements in

effect as of April 28, 2000 the date of the-filing-of this Stipulation-and Agreement,

on all pipelines for transportation capacity and storage capacity. This benchmark
calculation shall include rates that are the lesser of currently effective discounts or

the final FERC rates for each pipeline as modified below for specific pipelines.

commodity (well-head) cost of gas to achieve lesser transportation charges than
historically occurred, and an increase in the variable transportation charge (or other

h
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If, after April 28, 2000 the-date-of the-filingof this-Stipulation-and Agreement,
MGE secures a new transportation discount that produces savidgs which exceed
savings produced by any currently achieved levels of discounts, customers shall

be credited with 70% of such savings and MGE shall be credited with 30% of

such savings, Savines shall be computed as follows:

— — a I MGE negotiates a discounter-fixed-rate. whithis below—— —

Williams Pipeline Central__RPQS-li_ﬁ rates, therl_ customers
shall be credited with 70% of the savings, and MGE shall
be credited with 30% of the §?yir{g_s. The Kansas Pipeline
cost shall be recovered at the levels ultimately resulting
from the existing ACA cases {(Case Nos. GR-96-450 and
GR-98-167). If the rates for Kansas Pipeline Company are
determined by adjustments in Missouri ACA cases, then
any refunds shallv be credited 100% to customers. If the
Kansas Pipeline Company rates are determined by FERC
tariffs, then customers shall be credited with .85%, and
MGE with 15% of the amount by which the rates in Docket
GP99-485 are lower than the rates determined in Docket
CP96-152. If MGE can negotiate rates which are lower
than those specified in the two above circumstances, MGE
shall retain 30% of such additional savings.

b. The existing PEPL, and XN, contract discounts in

agreements in effect as of April 26, 2000 the-date-of-the

miscellaneous charge) while reducing the pipeline reservation charge.

6 -
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filing-of this-Stipulation-and-Agreement shall be credited
100% to customers through the existing term of those
contracts. Any ultimately renegotiéted discounts that are
below current discounted rates and less than maximum

fled EERC taniff rates chall he shared udth 7004 boing

c. An additional transportation cost shall be added to the total
cost above before savings calculations to recover
incremental transportation costs incurred in moving gas in
the field zone associated with_ PEPL Contract No. 12622
(the existing Haven to market area agreement), in the
amount of $300,000 per year. This will be trued-up to
actual in the ACA. No incentive savings shall be claimed
as a result of this transaction. However, to the extent new
agreements are negotiated that provide this transportation
service, at net costs below $3OQ,OOQ_ _per year, such
re@uqt_ipn__spai_l bf: ponsidered savings subject to the ghariflg
mechanism herein.

d. If a pipeline receives authority to increase its rates from the
FERC, any such increase in allowed rates shall be
recovered from customers, either in filed PGA cost filings
or in the next annual ACA cost recovery true-up, assuming

that MGE’s contracts are subject to such FERC-authorized

- , . Schedule 5-8
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increases. Discount-related savings shall be calculated
from a comparison of the rate MGE is actually incurring to
the allowed final FERC tariff rates. Pipeline refunds of

amounts paid interim, subject to refund shall be credited

To the extent that MGE achieves transportation savings by 'lesé'(')'f z;ifefnaté
transportation services (e.g., back-hauls, seasonal transportation, short-term
transportation), and assuming such savings are not at the expense of reliability reductions
as noted in paragraph III. A. of this Stipulation and Agreement, 70% of such savings shall
be credited to customers and 30% of §u9h savings shall be ”c'reditg"d. to MGE. Such
savings shall be calculated by comparing all costs actually avoided to-all costs actually
incurred. No savings sharing shall be authonzed unless the new transaction produces real
savings in comparison to otherwise applicable historic contract costs.

E. Demand Charge Cost Recovery

Recovery of transportation and storage demand charges shall be based upon an
expected number of volumes as contained in Attachment 2-2. At the end of the ACA
period, expense and revenue attributable to these items shall be trued-up to actual,

E. Take-or-Pay Cost and Transition Cost Recovery

Take-or-Pay Costs and Transition Costs shall be recovered from customers in

accordance with the provisions of Sheet Nos. 23.2, 23.3, 23.4, 23.5 and 23.6 of MGE’s

tariff,

Schedule 5-9



F. Pipeline Refunds

Pipeline refunds shall be credited 100% to customers in accordance with the

provisions of Sheet Nos. 21, 22, 23 and 23.1 of MGE’s tariff.

IV.  Off-System Sales and Capacity Release

A AT NI R A Py

to the effective date of the Commission’s order approving this Stipulation and

Agreement, and thereafter, beginning with the effectiveness of this incentive

authorization until the effective date of the Report and Order in an MGE general rate

proceeding imtiated after Aprif 28. 2000 the fling of this-Stipulation-and-Agreement, for ‘

revenues in excess of $100,000 per year, net of sales incurred at a loss for operating

purposes.  Beéginning with the effectiveness of this incentive authlorization until the

cffective date of the Report and Order in an MGE general rate proceeding initiated after

April 28, 2000 thefiling-of-this Stipulation-and Agreement, this provision shall be ‘

effectuated by crediting customers with $100,000 in off-system sales revenues per year,

net of sales incurred at a loss for operating purposes.®

During an MGE general rate

proceeding imitiated after April 28, 2000 the filing of this-Stipulation-and Apreement, all l

parties are free to take any position they deem appropriate regarding the treatment of off-

system sales and associated revenues. Following the effective date of the Report and

Order in an MGE general rate proceeding initiated after A pril 28, 2000 the-filing-ofthis

Stipulation—and-Agreement, the treatment of off-system sales and associated revenues

adopted by the Commission in that general rate proceeding shall govern; provided,
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however, that no party will be precluded from seeking judicial review of such decision or
from arguing that such decision should be changed in subsequent cases. MGE asserts
that its off-system sales, and associated revenues, are wholly beyond the Commission’s

jurisdiction and authority and has agreed to this paragraph IV.A. in this Stipulation and

agreement by MGE that the Commission possesses any jurisdiction or authority

whatsoever with respect to MGE’s off-system sales and associated revenues.” Further,
this paragraph IV.A. of this Stipulation and Agreement shalf not be offered as evidence,
or cited as indicating, that MGE acquiesces to Commission jurisdiction or authority with
respect to MGE’s off-system sales and associated revenues.

B. Capacity Release.

Capacity release revenues shall be credited to customers and MGE according to

the following gnd:
Capacity Release Revenues MGE Percentage Customer Percentage
First $300,000 15% 85%
Next $300,000 20% 80%
Next $300,000 25% 75%
Amounts over $900,000 30% - - 70%

: Sales incurred at a loss for operating purposes could, as an example, include, but

need not be limited to, situations in which baseload gas is sold during a pipeline
Operational Flow Order as a means of avoiding the incurrence of penalties.

? Public Counsel believes that the issue of the Commission’s jurisdiction over off-
svstem sales revenues has been decided in the Comission’s decision in Case No. GT-99-
303 (In the matter of Laclede Gas Companv. September 21, 1999).

_—
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V. Miscellaneous Items

A, Term

The transportation and storage provisions of the program shall extend for two

years from the effective date of the Commission order approving this Stipulation and

commodity price component does not become effective within two years of the effective
date-of the Commission ord_er -approving.this Stipulation and Agreement, the program
shall terminate. MGE shall make a filing secking renewal of this program, or proposing
an altemative,_ not fewer than six (6) months prior to the expiration of this program.
B. Documentation
1. Reliability Reports
MGE shall provide reliability reports to the Staff and Public
Couns-e] on an annual, and highly confidential, basis, accofding to the
outline appended hereto as Attachment 3. The first annual reliability
report shall be provided to the Staff on July 1, 2000.
2. Monitoring Reports

MGE shall provide Staff and Public Counsel with semi-annual

reports, on a highly conﬁdential basis, detailing the savings achieved
under the program and the calculations supporting the claimed level of
savings.. The first semi-annual monitoring report shall be submitted by
MGE to the Staff six (6) months after the effective date of the

Commission order approving this Stipulation and Agreement. Twelve
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(12) months after the effective date of the Commission order approving
this Stipulation and Agreement, MGE shall file with the Commission the

monitoring report, on a highly confidential basis, of the first year of

i will audit the :

g et e

recommendation to the Commissibn whether, at the end of the ACA
(Actual Cost Adjustment) year, the Company is entitled to be credited
with its portion of the claimed savings. The Staff’s audit shall be

completed and its recommendationfiled-at the same time-as-the-Staffs— "

recommendation for the concurrent ACA andit periodms ==

C. PGA Filings

MGE will retain the current PGA filings of November, April and, prior to the date
the fixed commodity price component of the PGA takes effect, a possible gnscheduled
filing. The fixed commodity pricelcomponent of the PGA shall be seasonalized between
the summer months (April through October) and the winter months (November through
March) only for the Large General Service and Large Volume Service customer classes.
For all other customer classes (Residential,. Small General Service and Unmetered

Gaslight), the fixed commodity price component of the PGA shall reméin the same year-

round.

D. ACA Filings

The ACA factor has been used to balance gas commodity, tra_nsportation and
storage cost recovery with gas commodity, transportation and storage cost incurrence for

a given year. MGE’s ACA year runs from july 1 through June 30 and changes to the
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ACA factor within the PGA typically take effect on or about November 1. During the

term of this program, the ACA factor shall be used to balance gas commodity,

transportation and storage cost recovery with gas commodity, transportation and storage

with gas. commodity cost incurrence for periods when the fixed commodity price

component of the PGA is in effect. Consistent with the provisions of Paragraphs III. and

IV., the ACA factor shall be used to balance gas transportation and storage cost recovery

e DIO AN e

‘E. Price Stabilization Fund

Until such time as the fixed commodity price component of the PGA takes effect,
MGE shall be authqﬁ_z__e@ to make use of financial instruments to obtain price protection
on natural gas supplies in accorc}ance with the Commission’s order in Case No. GO-
2000-231. Subject to all of the terms and conditions of the Commission’s order in Case
No. GO-2000-231, except for the dates which shall be extended for another year,
financial instruments shall be purchased for the upcoming heating season no later than
September 30 of the immediately preceding summer.

F. Prudence Reviews

MGE, Public Counsel and the Staff agree that if the fixed commodity price

component of the PGA takes effect, the Staff shall, and Public Counsel muay, continue

prudence reviews, and may propose such adjustments as it deems appropriate, for the

transportation/storage contracts and cost component of the PGA but not for the fixed

13
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commodity cost component of the PGA or the associated supply contracts. For periods
after termination of the fixed commodity cost component of the PGA, all contracts will

be subject to prudence review and adjustment. Until such time as the fixed commodity

hall. and Public Counsel may.

for the commodity cost component of the PGA as well as for the transportation/storage
cost component of the PGA and all other cost components. This paragraph V.F. of this

Stipulation and Agreement in no.way. indicates. acquiescence or agreement by. MGEto _

Volumes and expenses associated with lost and unaccounted-for gas on MGE'’s
side of the city gate, compression fuel on the interstate pipeline systems (including,
where permitted by FERC tariff, lost and unaccounted for gas on the interstate pipeline

systemns) and Btu conversion shall be included in the initial PGA rate and trued-up in the

ACA process. The Staff and Public Counsel shall be permitted to audit such volumes

and amounts for prudence.

H. Re-basing

In entering this agreement MGE understands and acknowiedges that, upon the
expiration of the storagla and transportation portion of the program, and again upon the
expiration of thé fixed commodity price component, the Staff will likely. and Public
Counsel may. propose to re-base the volumes, expenses, revenues, and guantities In any

proposed extension or modification to this program based on the experience under the

—— ————
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program. In expressing this understanding and acknowledgement, MGE is in no way

agreeing or acquiescing to any re-basing proposal the Staff or Public Counsel may make. l

VI. SAMPLE CALCULATIONS

. - -2 are worksheets showing the

VII. GENERAL PROVISIONS

A None of the signatories to this Stipulation and Agreement shall be deemed

to have approved or acquiesced_in any ratemaking or procedural principle, any method of. __

document, and none of the parties shall be prejudiced or bound in any manner by the
terms of this Stipulation and Agreement in this or any other proceeding, except as
otherwise expressly specified herein.

B. This Stipulation and Agreement has resulted from extensive negotiations
among the parties and the terms hereof are interdependent. In the event the Commission
does not unconditionally approve and adopt the entirety of this Stipulation and
Agreement without modification, then this Stipulation and Agreement shall be void and
no signatory shall be bound by any of the agreements or provisions hereof.

C. If the Commission approves and adopts this Stipulation and Agreement
without condition and without modification, the parties waive their respective rights
pursuant to Section 536.080.1 RSMo ' to present testimony, to cross-examine witnesses,
and to present oral argument and written briefs; their respective rights to the reading of

the transcript by the Commission pursuant to Section 536.080.2; and the right to judicial

review pursuant to Section 386.510.

‘0 Unless specifically indicated otherwise, all statutory references in this Stipulation

and Agreement are to RSMo (1994, as amended Cum. Supp. 1998).

15
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D. This Stipulation and Agreement shall not be cited as a precedent or
referred to in testimony as an assertion of the position of any party in any subsequent or

pending judicial or administrative proceeding, except in a proceeding in which the sole

_Agreement ; i : — = — —

E. tf tite-Commission does not unconditionally approve this Stpulation and

Agreement without modification, this Stipulation and Agreement and any agreements

purported to be represented thereby shall be absolutely null, void, and of no force or

————effectwhatsoever-

=Ty
+He—pPdit 5t

= e
e " = = cothatthe=Stai—iall-—ma

e oTanduUNTexplaining s TaOmalc Tor Chtering [0 (s Stpulation and Agrecment.

Each party of record shall be served with a copy of any memorandum and shall be
entitled to submit to the Commission, within five (5) days of receipt of Staff's
memorandum, a responsive memorandum which shall also be served on all parties. All
memoranda submitted by the parties shall be considered highly confidential to the extent
so designated by the submitting party, shall be maintained on a confidential basis by all
parties to the extent the submitting party has designated the memorandum as highly
confidential, shall not become a part of the record of this proceeding to the extent the
submitting party has designated the memorandum as highly confidential, and shall not
bind or prejudice the party submitting such memorandum or any other party in this or any
future proceeding, whether or not the Commission approves this Stipqlation and
Agreement.

G. The Staff shall also have the right to provide, at any agenda meeting at
which this Stipulation and Agreement is noticed to be considered by the Commission,
whatever oral explanation the Commission requests, provided that the Staff shall, to the
extent reasonably practicable, promptly provide other parties with advance notice of

when the Staff shall respond to the Commission's request for such explanation once such

6
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explanation is requested from Staff. Staff's oral explanétion shall be subject to public

disclosure, except to the extent it refers to matters that are privileged or protected from

disclosure pursuant to the Protective Order issued in this case.

THE-partes-also request that he-Conmission advise e 0L any-addiional INToNIaion: ——

{ftat the COMIITISSION TIay UESITE ITONT (e PArties relating 1o the matters addressed 1n the
Stipulation and Agreement, including any procedures for furnishing such information to

the Commission.

S WHEREFOREV,‘tHé ﬁnaéféié“néa_paﬁiéé respectfully request that the Cé-mﬁ;nriséi.dnu

Respectfully submitted,

et N Ne,

Robert J. Hack () MBE#36496“( Y
3420 Broadway
Kansas City, Missouri 64111
(816)360-5755
FAX: (816)360-5536

e-mail: Rob.Hack@SouthernUnionCo.com

ATTORNEY FOR MISSOURI GAS
ENERGY

i\mw«aq K rropin (}‘
Thomas R. Schwarz, Jr. MBE#296
P. O. Box 360
Jefferson City, Missouri 65102
(573)751-5239
FAX: (573)751-9285

e-mail: tschwarz@mail.state.mo.us

ATTORNEY FOR THE STAFF OF
THE MISSOURI PUBLIC
SERVICE COMMISSION
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armw,

Dayelas E. Micheel “\MBE#38371

PAJ. Box 7800
e . P65 02
~ — — e LR i P, -;)/1,/:)1' ‘1‘;04' o B L
— 7
_ _ I L) § 1 -ia\umu stateThe: S

ATTORNEY FOR THE OQFFICE OF
THE PUBLIC COUNSEL

Certificate of Service

1 hereby certlfy that a true and correct cbﬁy of the above and foregomg document

7000, 0"
) Office of the Public Counsel o ~Robert J. Hack
P.O. Box 7800 Missoun Gas Energy
Jefferson City, MO 65102 3420 Broadway

Kansas City, Missouri 65102

r/\-{f\/\:“’”" L L l/"‘"’&‘"*

A

a1
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Attachment 1 .

MISSQOURI GAS ENERGY
FIXED COMMODITY PRICE
AVERAGE PURCHASE VOLUMES BY MONTH
NYMEX Trigger Price Calculation ‘

NYMEX
MMBtu As Of Weighted $'s

N Yo N Y oY)

April 3266893 <0000 X0

May 3,777,761 $0.000 $0

June - - 3,876,584 $0.000 $0

July 9,515,251 $0.000 50

August 9,188,384 $0.000 $0
: September 7,380,092 . $0.000 $0
I . - October——— - 4844432 — 30000 - §O—— — —
. November .. _AD10252 .

Jandary R A

= Febriary — T {030 80,000 T g
' March . 4,214 049 30.000 50
: Totals _ 66,163,013 $0
Annual Weighted Average (MMBtu) ' $0.00

(total weighted $'s divided by total volumes)
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The following computation supports the PGA rate propased for service on and after implementation of a Fixed PGA.

FllﬁedAW!th MPSC o N RESIDENTIAL LARGE

—-—OTHER CLASSES — " VOLUME

ESTIMATED ANNUAL STORGAGE COSTS PER. PAGE 2 , $— 7 372 906, 5 T:3TZ:906,, —
- ESTIMATED ANNUAL COMMODITY COSTS PER PAGE 2 3 172 995,142 3 172,995,142
TOTAL ESTIMATED ANNUAL GAS COSTS PER PAGE 2 3 253,568,023 $ 253,568,023
ESTIMATED SALES VOLUMES 670,113,300 670,113,300
AVERAGE CURRENT COST OF GAS PER Ccf 3 0.37840 3 0.37840 -
UNSCHEDULED WINTER PGA FILING ADJUSTMENT FACTOR {UFA) PER Ccf 3 - 3 -
PRICE STABLIZATION CHARGE PER Ccf $ 0.00470 5 0.00470
TOTAL CURRENT COST OF GAS (PGA) PER Cecf $ 0.38310 $ 0.38310
ACTUAL COST ADJUSTMENT (ACA) per Attachment 1 page 1 per Ccf $ {0.01080) $ (0.01090)
REFUND per Page 4 per Ccf ’ N 5 (0.03270) 3 -
TAKE OR PAY {TOP) per Ccf S . 5 -
TRANSITION COST ADJUSTMENT (TC) per Attachment 2 page 1 per Ccf $ 0.01828 S 0.01828
TOTAL PURCHASED GAS ADJUSTMENT PRICE per Ccf 3 0.35778 3 0.39048
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ATTACHEMENT 2-1




MISSOUR! GAS ENERGY, A DIVISION OF SQUTHERN UNION COMPANY

- : . . ' ESTIMATED ANNUAL GAS COST
@ A L] @ e xC)x # Q= (@)D [ ETIERY -] (o)
. of sppicable montha:
Effaciive Data E d Est!mated Estimatad Estimated
of Supplier DKT Cemand Variabie Tatal Average Cost

Suppller Price Purchased Charges Charges Caost por OKT

{WNG Seventh Revised Sheet No. 6 effective May 1, 1999} )

[WNG Substitute Tenth Revised Sheet No. 6A efective May 1,1898- surcharges)

T55-M No Notce Fee 31199 698,996 H 129174 $ 129,174 5 0.0154
Reservadon - FSS - Qellverabillty (Storage] 59159 499,331 1 3,086,465 ) 3,085,465 § 0.5151
Reservaion - FSS - Gapacity (Starage) 5/1199 B,235,9581 $ 2,896,819 s 2,895,819 5 0.0293
Reservaion - FTS - P 511199 206,588 H 14,080,467 $ 14,089, 467 § 5.6834
Reservation - FTS - M . 8193 898,996 3 25027,132 $ 25,027 132 3 2.9837
Injection - FSS (Storage) 5499 15477922 5

TETIoT

L O 19 ——% AN

Reseraton Satantimg Fee o489 % 1163540 o ® A 1890

— i g v — T B A55—% B:0124
Commodity Balancing Fee - Srues 5,358,264 H 2,144 5 2944 5 9.0004

FTs5-Mm Reservation SIgg 58,940 1 2,110,311 5 2,110,311 H 2.8837
Reservation 8alancing Fee /a9 58,840 3 115,287 s 115.287 H 0.1630

Commodity 514195 5,304,600 H 63,813 $ 81513 s 0.0158

Commondity Balancing Fee Eigfie] 5.204.500 H PR b H 2,122 H 0.0004

Commadity 56,875,832 $ 136,501,897 3 138508997 5 2.4000

ﬁ**;“'ﬁmnw-Fh! Reviged Sheet Na. 14 effective Janiary 17 1599, Plbilhiirmﬁsmmw < January 1, 1955 - surcharges}
(Fifty-First Revised Sheet No. 5 eNective January 1, 1999 - Commadity- Clly Gate}

Cozts,.Cy

gt}

- ... - -(Esvmale drom Gas, Supaly.and PEPL for.R i

ity 5

TrarssIon - Markel 0/61/89 EXTOE 512,448 s 512448 § 4.7762
Tranamission - Field / Market e OWONA9_. ___BS40. % 9BTS55 . ... . §em — GHT 588~ §m——— §.2054~
Reservation - Winter Q101799 8,987 s 228,169 H 228,169 H 5.1000
Reservation - Summer 01X1789 4,911 11 162,602 5 182,601 1 4.7100
Cammoclly - Slorage 0101738 854,000 H 25,747 H 25,747 H 0.0298
Cammedlty - City Gata 0101799 3,938,040 5 216,956 5 218,986 3 0.05514

WS

{Estmate from Gas Supply (PEPL) - Deliverability, Capacity rate)

[Sleventh Revised Sheet No. 11 effective Nowamber 1, 1998 - remaining rates)
Deliveratility (Storage) 01/91/99 9.140 H 167 428 H 367,428 $ 3.2500
Capacity {Storage) 01/01/39 914,000 1 188,159 5 368,158 1 0.4028
Injecton (Siorage) 11198 854,000 s 2,851 H 2,851 5 £.0033
Withdrawal (Storage) 11108 864,000 5 2,851 H 2.851 S 0.0033

105 )

{January 1, 1998 pipelina invoice statement - Deliverability & Capagity rate)

{Ninih Revised Sheel No. 9 effectve Novembar 4, 1998 . Injection/Withdrawal Rate)
Deilverabllity (Storage} 01291199 1577 H 13508 H 135,018 3 34525
Capacily {Storage) 01/01/99 157,700 H 124173 H 134173 s 0.3751
Injecton (Storage) 111198 178,850 H 890 3 590 s 0.0033
Withdrawal (Slorage) 1171798 178,850 3 590 H 590 5 0.0033
Commodity 4,024,248 s §,658,435 s 9.858.435 5 2.4000

Volumes sugpiied over Kanzas Pipeline Company {(Riversids)

{(Kansas Pipgiine Comparyy Tariff Sheet{s} 19 & 20 effective 5/1 1/98)

FT Reservation 51198 48,332 § 11,062,124 $ 11082136  § 19.8565
Usage 51198 3,500,000 5 232920 s 232,520 § 0.0847
Commaodity 3,733,685 H 8,960,844 5 B,960,B44 5 2.4000

Velumes suppliad over KN intarstata Plgalina -

(Per Conltruct Terms # 568, 570 effectve 1071757)

(Subslitute Fith Revised Sheet No. 4-0 effective August 1, 1998 - surchanges)

FT Reservaton PrduciionvMarket 10197 10C.000 H 10,840,355 1 10,840,355 -] 2.0338
Reservaton Market 104197 35,000 H 1,715,659 5 1,718,859 H 4.0820
Cammodity T 447,444 H 17,873,866 S 17.871,866 H 24000

IOTAL ESTIMATED ANNUAL GAS COSTS 72,681,309 T TEI4E % 3 175 ATTN0E 3 253,568,027

18y ty =13 ()
Eslimated Estimated Weighted
Sales Tatal Average
Volumes iCeh Cost Cosl [Ccf)

Total Annualized Transpont Costs 670,113,200 5 723,199,975 L) 0.19924

Total Annualized Storage Costs 670,113.300 S 7.372,908 H Q.01100

Total Annualized Commadity Costs §70,111.300 5 172,995,142 L) 3.25818

Total Annuaiizad Casts H 3 0.37840

251,580,023

Schedule 5-22

ATTACHMENT 2-2



RELIABILITY REPORT
MISSOURI GAS ENERGY
PERIOD ENDING JUNE 30,

L PROJECTIONS ' :
A. PEAK DAY PROJEC'I'IONS ............................................................................... 4

) e
1.
2.
3. e
L 4, Monthly Peak/Heating Degrcc Day AnalysiS....cccoveeveereernenn. TS & S B
e T T PROJECTED SUPPE Y TRANS PORTATION REQUIREMENTS e 15—

1.7 Pipeline Capacity ..iueiirinimiriimiiiinececsensnsenisesse s sees s seesassoserens 23
2. Storage Deliverabilify ..ot eesenema s 24
3. Identified Needs.for Transportation or Storage Capacity .......cocerieeerenes 24
B. GAS SUPPLY RESOURCES .......cooovcuummmmmreersssinsnssssssssss s ssssssssne 25
1. Supplies Under CORMACE ceve st 25
a.) QUANLLY . .cevererermseeenietrtsremce ereresestsestssnsnbreberesessasaseeses s s srsenerarsssns 25
Lo 15 TR =’ o s « R OO OO S ST URUR PRSI 25
2, Additiona] Supplies to be Contracted For.....viviernnicrinnsrinseessrenienas 25
O - SUMMARY AND CONCLUSIONS
A ADDITIONAL ACTIONS TAKEN TO ENSURE RELIABILITY .............. 42
B. EMERGENCY CURTAILMENT PLAN. ..o 50
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Service List for

Case No. GO-2000-705
Revised: May 12, 2000

F-gg OX 7500 — Senror Aoy
on Ci Missouri Gas Energy
it MO 65
Jefferson City, MO 102 3420 Broadway
Kansas City, MO 64111
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® )
MEMORANDUM F/Z gO

Procurement Analysis Department
J )
@‘A{j (¢, 5 Z_/(Qrwoo’.\l gdwﬂ'-ﬁx' f[u{ﬂ
vision/IJate  General Counsel's Office/Date

Utility Seivices
SUBJECT:  Staff's recommendation in Case No. GR-96-78, Missouri Gas Energy's 1995-
1996 Actual Cost Adjustment Filing

DATE: May 30, 1997

The Stafl has reviewed the 1995-1996 Actual Cost Adjustment (ACA) filing (docketed as
Case Ne GR-26-78) for Missouri Gas Energy (MGE or Company). The 5tafl’s audit consisted of
an analysis af the billed revenues and actual gas cosis, for the pertod of July 1995 to June 1996, A
companson ol billed 1evenue recovery with actual gas costs will yield either an over-recovery or
under-recovery of the ACA, Refund, Take-or-Pay (TOP), and Transition Cost balances. An
cxamination of MGEs gas putchasing practices was also performed to determine the prudence of
the Company s purchasing decisions. MGE transports its g2- supply over Parhandle Eastern
Pipeline {(PLP'L), Williams Natural Gas (WNG), and Mid-Kansas Partnership/Riverside Pipeline
Cumpany (MKP/RPC)

WNG GAS SUPPLY

Durirg the period of January 31, 1996 to February 6, 1996 MGE purchased 438,465
MMBTU's i daily spot market gas supply for a total of $3,387,901 (an average of $7.727 per
unit). WNG was experiencing major pressure problems on its pipeline during this one week period
and needed MU to flow as much gas as possible on the pipeline (per Company’s iesponse to
Staff Data Rouest No. 15). Thus, this gas supply was purchased on a daily spot price basis
primarily g i 1equest of WNG, and not as part of MGE's normal gas supply planning process.

Siatl eppreciates MGE's concern over WNG's pressure problems and potential pipeline
failure. Siall also acknowladges that MGE did use this gas supply to serve its customers,
However, Statl believes that the prices which MGE was forced 10 pay for this gas supply are
excessive (54 17 per unit over the WNG Inside F£.RC' Gas Market Report index for January,

o s,
TO: Missouri Putlic Service Commission Official Case Fil® 0.9[,(: oo {9.9]“—- ‘
Case No. GR-96-78 52,0500,
Misscuri Gas Energy, a Division of Southern Union Company C‘o*‘/
15
'/
FROM: Mike Wallis N
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MO PSC Case No. GR-96-T8,
Official Case File Memorandum,

. PegeZof3.

1546 and $5.89 pei unit over the Inside FERC index for February, 1996). The premium (above
the first of the mon:h inside FERC index) normally naid by MGE for gas supplies is around eight
cenis, As a result, S1afl preposes an adjustment which will reduce MGE’s gas costs by
32,541,298 62. Staii s adiustment was calculated by multiplying (1) the difference between the
actual per unit price paid by MGE for the gas supply and the first of the month Inside FEP.C index
price plus an eight cent premium by (2) the volumes purchased by MGE.

Staff is aware that MGE purchased this excessively priced gas to help WNG and to
protect the integnty of the pipeline. As a resuit, Staff will reduce its adjustent by the amount of
any refunds or credits which WNG flows back to MGE, and thus the customers of MGE, to
compensate it for the excessiveiy priced gas which it was requested to acquire during the period
of January 31, 1996 t) February 6, 1996.

RIVERSIDE DEMAND CHARGE

MG s transportation contract with RPC specifies thet MGE is required to pay monthly
demnand chi: ges limited 16 $23,999.98 (5.518 per unit mubtiplied by daily MDQ of 46,332). Due
to a billing crror by KI'C, MGE paid demand charges of $26,557.50 ($.5732 per unit multiplied
by daily MIDQ of 46,332} during the months of October, 1995 to February, 1996. As a result,
StafT proposes an adjustment which will reduce MGE's gas costs by $12,787.60 (difference
brtween $235,557 50 and $23,999.98 multiphed by five months).

HEDGING

Staff, as pant of it5 AUA audit, reviewed Company’s gas supply plan and purchasing
practices. It is apparent that MGE does not evaiuate methods to reduce the impacts which volatile
swings in natutal pas price, (prices associated with flowing wellhead gas supplics) can have on its
customers. Spot hark et index prices have no upward limit. As a result, the Staff recommends that
the Curnmission urder hiuk: to evaluate futures market hedging instruments (call options, etc.),
and other methods (cormpenitively bid price caps for gas supply contracts, etc,) in order that the
Company may has ¢ the abil.ty to limit the upward price risk associated with volatile swings in
index based natwial gas prices.

SUMMARY

The Stull proposcs adjustments to reduce Company's gas costs by (1)$2,541,298.62 with
regard to excessive prices patd by MGE for gas supplics purchased between January 31, 1996 and
Fehruary 6, 1996 nad (™) $12.787.60 with regard 1o RPC transportation demand charges which
were incomrectly Liiled iy RPC during the months of October, 1995 1o February, 1996. The Staff
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MO PSC Case No. GR-96-78,
Official Case ¥iie Memorandum,

Fared of 3.

is ais0 asking that the Commission order MGE-to-evaluate methods to reduce the impacts which
volesde swinige in natural gas prices can have on MGE’s customers. H’

RECOMMENDATIONS
The S1aiT recommends the Commission issue an order requiring;

1) MGE 10 adjust its ACA recovery balance from a §8,181,422 61 over-recovery to a
£)0,735,505 83 pver-recovery;

2} MGE to establish the Take-or-Pay Account balance at a8 $331,490.93 under-recovery,

3) MGE to establish the Transition Cost Account balance at a $8,943,771.74 under-
recovery;

4} MGE 1o establish the Refund Account balance for the Residential Service, Small
Geaeral Service, Large General Service, and Unmetered Gaslight Service customer classes at
3255, 745 0,

$3 MGE to establish the Refund Account balance for the Large Volume Service customer
class ai $34.873 97,

©) that a pre-hearing canference be scheduleil, vithin 30 days, to establish a
procedural schedule for this case.

. Directwr - Utility Operations Division
Director - Policy and Planning Division
Directur - Utility Services Division
Generel Counscl
Manager - Procurement Analysis Depantment
Mansger - Energy Departraent
Licnmis Gilmore - Missouri Gas Energy
‘Ted Austin - Missourt Gas Energy
(Charles Hernandez - Missouri Gas Energy
Gary Duffy - Missoun Gas Energy
Office of Public Counsel

Mike Wallis ‘

Schedule 6-3
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Exhibit No.: o
Itsue: Hedging and ACA Policy Y
Winess: David M. Sommerer r:
B Sponsoring Party: MoPSC Staff g
n Type of Exhibis: Swurretutial Testimony A
. Case No.: GO-97-409 g
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MISSOURI PUBLIC SERVICE COMMISSION

UTILITY SERVICES DIVISION

SURKEBUTTAL TESTIMONY

OF

DAVID M. SOMMER-ER

o -~ MISSOUR! GAS ENERGY, '
a division of
SOUTHERN UNION COMPANY

CASE NO. G0O-97-409

BT T R T S R T T

JefTerson City, Missourd
June, 1997
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; S e
5
rl " '~ SURREBUTTAL TESTIMONY - .

2 OF

3 DAviD SOMMERER
4 MISSQURI GAS ENERGY,
s A DIVISION OF

| 6 SOUTHERN UNION COMPANY

Y (_ASE NO. GO-97-409

R CHRAS O

R R ]

, £ Q Picase state your name and business address.
7- ; G A David Sommerer, P O. Box 360 , Jefferson City, Mo. 65102
g i Q Are you the same David Sommc;’cr who filed direct testimony in this case?
} 11 A Yes.
’ ; 12 0 What is the purposc of your surrcbuttal tcsumny"
&3 ¢ st s e e - -
B 13 . A. o rcspond {0 certa:n comments made in the rebutial testimony of Mi. s.az:l
14 Langsion and Chadles Hermandez
15 H [0 T S0 you agree with Mr. Langston’s comment on page §, line 21, of his
Y i testin v that wes that =, hedging activities essentially represents speculation on gas prices
— T withis -he'mash ot place™
8 a8 *io. Hedging attemps to bmit nsk as a goal, while speculation’s main puspuc

1% {{ v goarute prodit There is an clement of speculation in not hedging or attempting (o 5!

20 8 himat o the ik of ualimited price incresses. Indexed based gas contiacts have stovern o
21 be ver o volatls and could result in & price pad by Missoun Gas Energy (MGE or Couinany)

!
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L S| su ebuttai testimony of
: - D& d Sonierer e e e B

i . tha: is vei v burdensome to the customer. 1n Schedule 1, attached to my testimony, I have
2 'Tpr: Aded a vi.;1y of an Energy Information Administration publication for 2 different pencis.
: 3 T top chaits show that the commodity portion of gas costs can reach very high levels,
f {‘ 4 especially v 1 a period of a few days. One chart indicates prices over $10.00/Mcf. Uniess
' ‘ 5 the Comi:ari; can sy with certainty that these kinds of extreme prices (or even prices at the
: 6 $4.00 leveiy will not be incorporated in & particular index calculation it should be taking
7 actions tu I:nit exposure to this risk.
3 ’ 8 Q What is hedging?
: 9 ' A Hedging is 8 method by whuch a buyer of natural gas uses a derivative position
' { 10 1o protect & sunst adverse price movements in the cash market by fixing or capping a price
E 3 i for futiiis ¢ eery. 1t has the additional advamagc[of’ reducing the chances of a large under-
% : 12 recovery of pas costs as compared to PGA revenue recovernies
E" :; I Q. On paye S, line 22, Mr. Lingsion states that, “MGE does not feel that anycne
§~ ) 14 " can ‘beat thc inarket’ over & long prriod of time.” Do you agree?
i | i 15 A Yes. However, the market should not “beat up™ the customer. Price spitce
? - 146 f‘of ~hort Juration but large impact can be avoided through propet hedging. Furthermore, a
;* ; i’ ! ~merket price could be considered to be a combination of fixed prices, capped vanable piices,
;ié é : e 18]l monibly unlex prices.  Implying that a short term variable inder rate is the only surtoga .«
" > T for a-mert.ct - :ic is like saying a fixed rate mongage on a home is not a “market” rate because
‘\ ) 43 !: it is not vinuole. -
21 E{ v Do you have any response to Mr. Langston’s conceins sbout treaiment of

) ii; gains o luseos relaied to hedging as described at the bottom of page 3.

f
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é Surr.c;f:uttal testimony of
‘ . ?D-..“."u Sommerer o
« 1 A Yes. Theie should be consistency in the way index pu:ocs are evaluated \fcr's;;
i iy hedged prices. In vilier werds, index priced contracts can be viewed as taking a bet that the
‘.‘? 3 market will stay low  Trne Company should not have guarantees that po matter how high the
£
.?'t 4 spot market goces, the consequences will be bome by the customer. In the same way, a
! 5 company should .t set up a fixed priced contiact for all of its load without rega-d to what
ﬂ f the maiket 13 devig,. e goal should be & balanced and diversified portfolio thar minimizes
? 7 nsks of excessive price increases while sull allowing some significant participation in
:' ! 8 downward pric: swings
9 - Q. ). you have comments which addiess Charles Hemandez's testimony?
10 : A 1es. Although discovery is stilf pending which relates 10 Mr. Hermandez's
; il schedules some general observations can be made sbout his analysis of under and owver
>
o 12 |l recoveries.
a4 3‘ 13 !"'irsl; the schegules don't incorporate the use of hedging. The large balances that

14 [ "accumulate in the AUA are largely the result of significant price increases not considered in.©~ .

: «, 15 the company s annuai PGA factor. Clearly the Conipeny is concerned about the potential for
H
A . .
o 16 8 prce increase causing 8 significant under-recovery of costs. There should also be & concern
A :: 17 about the effect on the customer of unhedged nsk exposure.
i
3 L 5 xcond, the schedules Bssume & 321,000,000 under-recovery even before the sanual
% 13 PFGA filing stans, The calculation starts in the spring of the year however, and aiificially
o 20 butids a cumulative unider-recovery by comparing low summer sales volumes and recoveries
f 21 with high fixed transportution charges.
; << 9} Please summarize your suticbuttal testimony.
4 ! - Page ] -
4
S
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1 o A My testunony has addressed the anporntance of hedging in achieving a mnre
2 - stahle PGA price and limiting the amount of ACA under or over recovery.
3 Q Does ttus conclude your surrebuttal testimony?

4 - A Yes, i1 does.
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e BLEEFQRE THE PUBLI v MM N
‘ OF TIiIE STATE OF MISSQURI
: ‘ In the matter of the operation of ¥
L Missouri Gas Energy, a division of }
Lo Southiern Uinion Company's ) Casc No. GO-497-404
. Purchased Gias Adjustment Clause. )
AFFIDAVIT OF DAVID M. SOMMERER
o STATE O %USSQiIR] )
) ) 85,
P COUNTY wi COLE )
, : Luavid M. Semmerer, of lawful age, on his cath states: that he hay participated in the
o preparatic:: of the fuiegoing Surrebuttal Testimony in quesiion and answer form, consisting
of _4_pa:-vs usbe presented in the above case; that the answers in the forepoing Surrebutial
1 Testimoiiy « e gmven by him; that he has knowledge of the matiers sct forth in such
% : answers; won! Uil sy matters are true and correct 1o the best of his knowledpe and belicf.
1. .
i . ] 4~)/ sy r v e
£ : DAVID M. SOMMERER
-
B
E 4
B Subscribed ard swe:n to before me this /777 day of June, 1997.
¥ —— - :
. ; AP
I / ﬁ V:”,/
;&' N . ,(lltlé “ =
= otary Public®
I My Commis . o0 Expires:
; i BEVEPLY 'S LEHMEN
e NOTARY PURLIC STATE OF MISGORIEL
! : CALLAWAY COUNTY
Py CTREMISSION EXP, MAR. 91958
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FILED?

MEMORANDUM SEP24,;999
MfSS
rvie=Curi p .
° Commizgs
TO: Missourni Public Service Commission Official Case File, "
Case No. GO-2000-231, File No. 200000232, Missouri Gas Energy
FROM: Mike Straub, Gas Department — Tariffs/Rate Design

r—" ; A
543 5F Wmews b Svoo N w2y
Uulity Operations Division/Date General Counsel’s Ofﬁd@P ate

SUBJECT:  Staff Recommendation on Tariff Sheets filed to Renew for an Additional

Year the Price Stabilization Fund and Capacity Release Incentive
Mechanism.

DATE: September 23, 1999

On September 14, 1999, Missouri Gas Energy (MGE or Company) of Kansas City,
Missouri, a division of Southern Union Company of Austin, Texas, filed taniff sheets
proposed to become effective October 15, 1999. On September 14, 1999, the Company
also filed MISSOURI GAS ENERGY’S APPLICATION TO RENEW PRICE
STABILIZATION FUND AND CAPACITY RELEASE MECHANISM: MOTION FOR

EXPEDITED TREATMENT {Application) requesting that the Commission issue an
order approving the taniff sheets filed on September 14, 1999 as expeditiously as
possible. The purpose of the proposed tariff sheets is to extend the experimental Price
Stabihzation Fund (PSF) through the winter of 1999-2000, and allowing it to expire on
the effective date of the summer Purchased Gas Adjustment (PGA) filing on or about
Aprl 1, 2000. In addition, the filing proposes to extend the capacity release incentive
mechanism for a period of one year from November 1, 1999, through October 31, 2000.

The proposed hedging program is nearly identical to the MGE program the Commission
approved previously. The cap has been increased to reflect current market conditions, and
this will provide for a significant portion of MGE's gas supplies to be hedged for the

—a=COming winter season: MGE also requested a one-year extension of its capacity release

incentive mechanism that expired on June 30, 1999. In its recent order in Case No. GT-
99-303, the Commission allowed Laclede to extend their capacity release program.

The Commission Statt (Staff) has reviewed MGE’s Application and has no objection to
MGE’s request for expedited approval of its filed tariff sheets. However, Staff would
note for the record that the Company was aware for some time that the PSF and capacity
release mechanism were scheduled to expire. Staft suggests that in the future MGE
consider filing its requests earlier. An earher filing would have provided the Company

Schedule 8-1



MO, PSC Case No. GO-2000-231
OFFICIAL CASE FILE MEMORANDUM
PAGE2 QOF 2

with a longer period to evaluate the market and perhaps more effectively hedge a portion
of the coming winter’s gas costs. In Staff’s opinion, hedging is a reasonable component
of a Local Distribution Company’s (LDC) gas procurement portfolio and the language
contained in the PGA provides adequate permission for a LDC to hedge without the need
for special authority each year.

The Staff has also reviewed the tariff sheets as filed by the Company, and has no
objection to extending the PSF through the effective date of the summer PGA filing (on
or about April 1, 2000). Nor does Staff have an objection to the capacity release
mechanism being in effect from November 1, 1999, through October 31, 2000.
Therefore, Staff recommends that the following tariff sheets filed on September 14, 1999,

with a proposed effective date of October 15, 1999, be approved as expeditiously as
possible:

P.S.C. MO. No. |
Third Revised Sheet No. 24.2 Canceling Second Revised Sheet No. 24.2
Third Revised Sheet No. 24.6 Canceling Second Revised Sheet No. 24.6

Copies: Director - Utility Operations Division
Director - Research and Public Affairs Division
Director - Utility Services Division
General Counsel
Manager - Financial Analysis Department
Manager - Procurement Analysis Department
Manager - Gas Department
Robert J. Hack - Vice President, Pricing and Regulatory Affairs (MGE)
Michael T. Langston — Vice President, Gas Supply (Southern Union
Company)
Charles B. Hernandez, Director, Pricing and Regulatory Affairs (MGE)
Office of the Public Counsel

Schedule 8-2



ROBERT J. HACK

Vice President, Pricing & Regulatory Affairs September 26, 2000
FILED?
Mr. Dale Hardy Roberts :
Secretary/Chief Regulatory Law Judge SEP 27 2000 /‘JF)
Missouri Public Service Commission Mi
200 Madison Street Se 'SSOém Pubtic
P.O. Box 360 CMmission

Jefferson City, Missouri 65102-0360
Go-20607- 215

RE: Missouri Gas Energy’s Application to Renew Price Stabilization Fund on Either a
Modified or Unchanged Basis; Motion for Expedited Treatment

Dear Mr. Roberts:

Enclosed for filing are (1) an original and eight (8) conformed copies of Missouri Gas
Energy’s Motion for Protective Order and (2) Missouri Gas Energy’s Application to Renew Price
Stabilization Fund on Either a Modified or Unchanged Basis; Motion for Expedited Treatment
(an appropriate number of NP and HC sets are included).

Copies of this filing have been mailed or hand-delivered to the Office of the Public
Counsel.

Thank you for bringing this matter to the attention of the Commission and the appropriate
Commission personnel. Please contact me if you have any questions regarding this matter,

Smcerelv
W 'R

C: Doug Micheel
Tim Schwarz
Mike Langston

Enclosures

0200{00337
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BEFORE THE PUBLIC SERVICE COMMISSION SEP 27 2000

OF THE STATE OF MISSOURI Mis .
Servica 34 Pubiic

In the matter of Missouri Gas Energy’s } : Comm'SSion
tariff sheets designed to renew for an ) Case No. GO-2001- 215
additional year the price stabilization )
fund. ' )
MISSOURI GAS ENERGY’S APPLICATION TO RENEW PRICE
S ZATI D EITHER ODIFIED OR S

EXPED D T

Comes now Missouri Gas finergy {(“MGE”), by and through counsel, and for its
application respectfully states the following:
L GENERAL MATTERS

1. MGE is a “gas corporation” and a “public utility” under the provision_s of
Chapter 386 RSMo and is subject to the jurisdiction of the Missouri Public Service
Commission (“Commission’) pursuant to the terms of C_hapters 386 and 393 RSMo.
MGE is a division of Southem Union Company, a corporation duly incorporated under
the laws of the stétc of Delaware. Southern Union’s documents of ipcorporaﬁon have
previcusly been prOvided to thé Commission in Case No. GM-94-40. MGE is engaged |
in the business of distributing, transporting and selling natural gas in portions of western
Missouri. MGE’s principal office and place of business is located at 3420 Broadway,
Kansas City, Missouri 64111. MGE may be contacted by means of telephone or

" electronic mail as described in the following paragraph.

2. All notices, orders or other communications respecting this application

and proceeding should be addressed to:

Michael T. Langston - Robert J. Hack
Vice President, Gas Supply VP, Pricing & Regulatory Affairs
Southem Union Missouri Gas Energy '

! k‘ P
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800 Lavaca " 3420 Broadway

Austin, TX Kansas City, MO 64111
(512)370-8277 (816)360-5755
Fax: (512)476-4966 Fax: (816)360-5536

e-mail: rob.hack@southernunionco.com
3 Although uncertain precisely what information the Commission seeks by 4
CSR 240-2.060(1)(K), MGE provides the following in an attempt to comply therewith.
MGE is unaware of any pending action or final unsatisfied judgments or decisions against
MGE from any state or federal agehcy or court which involve customer service or rates,
which action, judgment or decision has. occurred since September 27, 1997.
Nevertheless, since that time MGE has been involved in a ﬁmﬁber of judicial review
proceédings, filed against the Commission, involving MGE’s rates. The Commission
itself should be aware of all such cases.
4. Nb annual report or assessment fees pertainir_lg to MGE are overdue.
I1. PURPOSE OF THE FILING
5. Coﬁcmently with the filing of this application, MGE has filed under
separate cover P_.S.C. Mo. No. .1 First Revised Sheet No. 24.29 canceli‘ng Criginal Sheet
No. 24.29 (a specimen of which is appended hereto as Attachment A). The purpose of
the revised tariff sheet and of this application is to renew for another year the
experimental price stabilization fund described in the tariff sheet and adopted by the
" Coffimission in its order in Case No. GO-97-409. The price stabilization fund was in
place for the 1997-1998, 1998-1999 and 1299-2000 winter seasons. Through its approval
_ of the Stipulation and Agreement in Case No. GO-2000-705, the Commission re-
authorized the price stabilization fund for another year, subject to all of the terms and

conditions of the Commission’s order in Case No. GO-2000-231 (except for the dates
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therein) and approving the new requiremént for financial instruments to be purchased for
the upcoming heating season no later than September 30. Since this re-authorization took
effect., market conditions have precluded MGE from purchasing such financial
instruments within the parameters fixed by the Commission’s order in GO-2000-231
prior to September 30, 2000. Such re-authorization will therefore expire after September
30, 2000. MGE supports the price stabilization fund because even though the call options
purchased for these winter seasons.-generally expired unexercised, these call options did
offer customers substantial protection against the price volatility experienced in the
winter of 1996-1997. This price protection was the primary purpose rof the price
stabilization fund, and MGE believes that it should be extended for a year to provide sué;h
price protection for the ';vinter of 2000-2001 and so that interested parties can obtain
additional information regarding its operation and effects. MGE therefore urges the
Commission to re-authorize the price stabilization fund so that MGE can proceed with the
acquisition of ﬁnan-cial instruments advantageous to its customers.
III. SPECIFIC RELIEF REQU’ESTED
A Modified Basis
6. For purposes of reducing the impact of natural gas price volatility on
MGE’s customers during the 2000/2001 winter season, and the potential deferral of gas
" costs to subsequent periods, MGE seeks authority to procure exchange traded Financial
Instruments, in the form of natural gas call options covering gas volumes of at least 18.5
million MMBtu' for the months of December 2000 through February 2001 at a cost not to

exceed three rnilli.on fifty thousand dollars ($3,050,000). Such options shall have a strike
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~ Price 1o greater than that generally prevailing in the NYMEX natural gas market at the

time the purchase is made.!
7. To assure recovery of the direct costs incurred by MGE in connection with

the procurement of these Financial Instruments, MGE seeks to continue authority to

collect a Price Stabilization Charge through the current cost of gas component of MGE’s

PGA by an amount equal to $0.047 per Mcf. Revenues generated as a result of such
adjustment and all realized gains.--ii-om the use of such Financial Instruments shall be
accounted for separately and credited tb a Price Stabilization Fund oﬁ a monthly basis.
This is not intended to be an additional PGA filing. A specimen tariff sheet renewing the
Price Stabilization Fﬁnd is set forth in Attachm&t A to this Application. |

8. For the purpose of reconciling the Price Stabilization Fund, price
stabilization charge revenues collected from November .1., 2000, through the effective
date of the next scheduled wintcz" PGA filing (or; or about November 1, 2001), will be
compared to expenditures for the 2060—2001 winter heaﬁng season; any bala;xce,

including carrying costs, will be recovered from, or paid to, custamcrs through an

‘ As of September 5, 2000, prices generally prevaiting in the NYMEX natural gas
market indicated a strike price of approximately **____** per MMBtu under such
parameters (18.5 million MMBtu, covering approximately 70% of normal flowing
volumes for the months of December through February at a cost mot to exceed
$3,050,000). The parameters adopted in the Commission’s order in Case No. GO-2000-
231 were as follows: natural gas call options covering gas volumes of at least 26 million
MMBtu, representing approximately 70% of the flowing supply volumes that MGE
would be expected to purchase during the winter months of November through March,
assuming normal weather, at a cost not to exceed three million fifty thousand doilars

($3,050,000) and at a strike price no greater than $4.40 per MMBtu. Prudence adjustment

or other disallowance of costs is expressly precluded for purchases or sales within such
parameters.

; AlD
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. adjustment to the ACA filing that is scheduled to be effective with the 2001 scheduled
winter PGA filing.
| 9. No prudence adjustmént or other disallowance of césté debited to the Price
Stabilization Fund and incurred by MGE or of revenues credited to the Price Stabilization
Fund and realized by MGE .shall be proposed or made in any proceeding in cornmection
with the use, potential use, purchase or sale of natural gas financial instruments by MGE,
provided that the financial instruménts are: {(a) purchased at prices generally prevailing in
the NYMEX natural gas market at the time the purchase is made; or (b) sold at prices
generally prevailing in the NYMEX natural gas market at the time the sale is made,
which sale shall be within three (3) days of the eﬁcpiratio‘n of the call option, unless the
option expires worthless.

10. MGE agrees to cooperate with the Staff, the Office of the Public Counsel,
and other interested parties in identifying the impact of the Price Stabilization Fund on
MGE’s gas costs dﬁr’mg the fourth year in which the Price Stabilization Fund is in effect.
In connection therewith, MGE shall provide reports to the Staff and the Office of the
Public Counsel describing such impacts, on January 1, 2001, and shall prepare and
submit a final report to the Comumission regarding such impacts by May 1, 2001. Unless
otherwise requested by MGE and approved by the Commission, the Price Stabilization

— Chfa}ge shall be ter:ﬂinated, effective on or about November 1, 2001. Any balance in the
Price Stabilization Fund, net of amounts expended or committed by MGE (including
carrying costs described in paragraph 12, below), shall thereafter by returned or charged

to customers as part of the ACA adjustment reflected in the next Winter PGA Filing.
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11.  MGE shall continue to take appropriate steps to insure that proper internal
controls and safeguards are in place relating to the use of natural gas financial
instruments. It is represented by MGE that a primary goal of tile financial instrument
program described above is to procure price protectioﬁ by use of financial instruments on
a volume of gas equal to approximately 70 percent of the flowing supply volumes that
MGE would be expected to purchase during the winter months of December through
February, assuming normal weathér, with such totai being approximately 18.5 million-
IVII\I/JBtu;_ It is als;) represented by MGE, however, that the actual percent-age of gas
supply protection achieved by MGE may vary from this goal depending on changes in the
market price for financial instruments, deviatibns fforn normal weather, and other factors.

12, Beginning with the effective date of the Commission’s renewal of the
Experimental Price Stabilization Fund for the 2000/2001 winter season, carrying costs
equal to simple interest at the rate described on sheet 24.29 of MGE’s tariff, shall be
applied each montﬁ to any negative or positive balance in the Price Stabilization Fund
associated with the procuremenf of price protection for the 2000/2001 winter season.

B. Unchanged Basis
13. In the alternative, if the Commission is uncomfortable changing the
cxisﬁng parameters approved in Case No. GO-2000-231 and Case No. GO-2000-705
" (exCept for the new requirement that financial instruments be purchased no later than
September 30), MGE suggests that, at a minimum, the Commission should permit the
authority existing t‘hxough September 30, 2000, to continue beyond that date by issuing
an order which removes the requirement that financial instruments be purchased no later

than September 30 and instead sets the expiration date for such authority as the

-
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‘conclusion of the winter season. All other conditions approved by the Commission in
Case Nos. GO-2000-231 and GO-2000-705 with respect to the experimental price
stabilization fund would remain in place. Although MGE is douBtful that the current or
near-term market will permit financial instruments to be purchased within such
parameters, such action would at least authorize such purchases for the upcoming winter
season in the event of a change in market conditions. With appropriate language in a
Commission order, the specimen tanff sheet appended hereto as Attachment A would
accompliéh this purpose.
IV, REQUEST FOR EXPEDITED CONSIDERATION

14. Since ;tﬁs proposal affects the.‘upco-ming winter heating season, time is of
the essence and MGE respectfully requests that the Commission act on this request
expeditiously.

Wherefore, MGE respectfully requests that the Commission expeditiously issue
its order which re;lews the Experimental Price Stabilization Fund on either a modified
basis as described in section III;A., or on an unchanged basis as described in section IIL.B,

and approves the concurrently filed tariff sheet (First Revised Sheet No. 24.29, canceling
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Original Sheet No. 24.296) as expeditiously as possible, and in any event no later than

October 26, 2000.

Respectfully sﬁbrnitted,

AN

RobertJ. Hack/  MBE #36496
3420 Broadway
Kansas City, MO 64111
(816)360-5755
FAX: (816)360-5536

e-mail: rob.hack@southermnucionco.com

ATTORNEY FOR MISSOURI
GAS ENERGY

VERIFICATION

STATE OF MISSOURI )
) ss
COUNTY OF Jackson )

On this Zé_’ad'ay of September, 2000, before me appeared Robert J. Hack, Vice
President, Pricing & Regulatory Affairs for Missouri Gas Energy, to me personally
known, who being by me first duly sworn, states that he is duly authorized to execute
Missouri Gas Energy’s Application to Renew Experimental Price Stabilization Fund and
that he has read the above and foregoing Application and believes that the allegations
therein are true and correct to the best of his information, knowledge and belief.

jAN NS

Robert J. Hack

Subscribed and sworn to before me, a notary public, on this Q(Q day of

Septernber, 2000.
KIM W HENZ
Notary Public - Notary Seal
State of Missourt Notary Pubhc

Jackson County
My Commission Expires Feb 3. 2003

My Commission expires:
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[ hereby certify that copies of the foregoing have been mailed or hand-delivered
this Z¢& " “day of September, 2000, to:

Mr. Douglas E. Micheel Mr. Thomas R. Schwarz, Jr.

Senior Public Counsel Deputy General Counsel

Office of the Public Counsel Missouri Public Service Commission
P.O.Box 7800 P.O. Box 360

Jefferson City, MO 65102 . Jefferson City, MO 65102

ARIE
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.50 MO, No. 1 First Revised SHEET No. 24.29

Canceling P.S.C. MO. N¢ Original ; SHEET No. _24.29

Missouri Gas Energy,

a Division of Southern Union Company For: All Missouri Service Areas
Name of Issuing Corporation Community, Town cr City

EIXED COMMODITY PRICE PGA
| FCP

new ACA factors for the subsequent twelve-month period beginning with the
September revenue month for 1997, the November revenue month thereafter,
such cumulative incentive adjustment balances shall be combined with the
appropriate ACA Account balances.

Xl. EXPERIMENTAL PRICE STABILIZATION FUND

For purposes of reducing the impact of natural gas price volatility on the Company's
customers during the. 1897/1998, 1998/1989, 1999/2000 and 2000-2001 heating
seasons, the Company shall maintain an Experimental Price Stabilization Fund for
purposes of procuring certain natural gas financial instruments in accordance with
parameters which have been designated “Highly Confidential” and are only available
to the Missouri Public Service Commission or pursuant to the terms of a protective
order issued by the Commission,

The Company shali recover all costs and expenses associated with such procurement
through the inclusion of a Price Stabilization Factor as a component of the Current
Cost of Gas (CCG) shown on the Summary Statement Sheet No. 24.32 or as a
component of the TSC shown on the Summary Statement Sheet 24.32 applicable to
all customer classes except Large Volume Transportation Service.

Beginning August 1, 1997, all costs and expenses directly attributable to the
procurement of such instruments shall be charged to the fund. All revenues collected
through the Price Stabilization Charge and any financial gains derived therefrom shall
be credited to the fund. At the end of each month carrying costs shall be applied to
any balance in the fund at a simple rate of interest equal to the prime bank lending
rate (as published in The Wall Street Journal on the first day of such month) minus
one (1) percentage point.

Unless otherwise requested by the Company and approved by the Commission, the
Experimental Price Stabilization Charge shall be terminated upon the effective date of
the Winter PGA filing on or about November 1, 2001. Any debit or credit balance in
- the Experimental Price Stabilization Fund, including interest, shall be charged or
returned to the. Company’s customers, excluding those taking lLarge Volume
Transportation Service, through the ACA. factor established in the next Winter FCP

pu——" Y

filing.
DATE OF {ISSUE: DATE EFFECTIVE:
month day year month day year
ISSUED BY: Robert J. Hack Vice President, Pricing and Regulatory Affairs

Missouri Gas Energy, Kansas City, Missouri 64111

Attachment A

Schedule 9-11



STATE OF MISSOUR] Page | of 5

STATE OF MISSOURI
PUBLIC SERVICE COMMISSION

AC a Session of the Public Service
Commisgion held at its office in
Jefferson City on the 26th day of
October, 2000.

In the Matter of Missouri Gas Energy's
Tariff Sheets Designed to Renew for an

Additional Year the Price Stabilization
Fund

Cage No. G0-2001-215
Tariff No. 200100337

PR

ORDER DENYING APPLICATION TO RENEW PRICE STABILIZATION FUND
AND REJECTING TARIFF

On September 27, 2000, Missouri Gas Energy {(MGE) filed a pleading
entitled Appiication to Renew Price Stabilization Fund on Either a Modified or
Unchanged Basis. MGE’'s application indicated that the price gtabilization fund
was 1in place for the 1997-1998, 1998-199%99 and 1999-2000 winter heating
seasons. On August 1, 2000, the Commission approved a stipulation and
agreement that reauthorized the price stabilization fund for another vyear.
That stipulation and agreemént provided that the financial instruments needed
to implement the program would need to be purchased for the upcoming heating
season no later than September 30, 2000. MGE indicates that since the
reauthorization was approved, market conditions have precluded MGE from
purchasing those financial instruments within the parameters fixed by the
Commission. MGE requests that the price stabilization fund be extended either
with modifications proposed by MGE or on an unchanged basis by simply removing
the requirement that the financialqlnstruments be purchased by September 30.
Along with its application, MGE filed a proposed tariff that would renew the
Price Stabilization Fund for another year, That tariff carried an effective
date of October 27.

MGE requested expedited consideration of its application and tariff

because o©of the need to have the Price Stabilization Fund in place for the

http://www.psc.state.mo.us/orders/ 1026 1215 htm Schedule 10-1
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upcoming winter heating season. MGE requested that the Commission rule on its
application no later thanm October 26, 2000. On October 2, the Commission
issued an order that directed the Staff of the Commission (Staff) to respond to
the motion for expedited consideration by filing a statement indicating whether
or not 1t would be able to file a Staff recommendation regarding the
application by October 18. On October 3, Staff filed a Notice indicating that
it would file its recommendation not later than October 18. On October 4, the
Commission issued an order that granted MGE's Motion for Expedited Treatment
and directed Staff to file its recommendations no later than October 18. That
order also directed that any party that wished to file a response to Staff’s
recommendation should do so not more than three days after the filing of the
recommendation. Staff filed its recommendation on October 17 and MGE filed a
response in opposition to that recommendation on October 24.

Staff’s Recommendation and Memorandum indicates that MGE has the
authority to hedge its gas costs using financial instruments without the need
for an extension -of the price stabilization fund. Such hedging would be
reviewed in the appropriate actual cost adjustment filing. MGE’'s hedging
decisions would be subject to prudence review as are MGE’s other gas supply
choices. Staff also requests that the Commission remove MGE’s existing
authority to charge 4.7 cents per Mcf, effective November 1, 2000. Staff
further recommends that MGE's proposed tariff be rejected.

L MGE’'s response in opposition to Staff’s recommendation argues that
Staff is attempting to change well-established Commission practice regarding
the use of financial instruments to-obtain price protection. MGE suggests that
now, a time of extreme volatility in the wholesale gas market, is not a good
time to implement such a policy change. MGE asserts that Staff’'s suggestion of
prudence review of hedging decisions is undesirable for MGE because the
analysis or factors Staff or the Commission might see fit to use in assessing

the reasonableness of decisions regarding the use of such instruments is

. i tunity t
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make, a profit from the use of such instruments and would place sgubstantial

rigsks on MGE because of the probability that Staff would propose to disallow

those costs in a prudence review,

The Commission has reviewed MGE’s application, the proposed tariff,
Staff’s recommendation and memorandum and MGE's response to that
recommendation. The Commission concludes that MGE‘s application should be
denied. The stipulation and agreement by which the price stabilization fund
was extended for another year specifically provided that the required financial
instruments were to be purchased by September 30. The Commission is not
willing to modify that provision of the stipulation and agreement without the
approval of the parties unless MGE is able to show a good reason toc do so. MGE
has not made such a showing. Staff is correct when it states that MGE should
apply reasonable purchasing practices based upon its own evaluation of risks in
its gas supply portfolio. MGE’'s business decisions will be subject to prudence
review as are MGE's other gas supply choicesr

In its recommendation, S8Staff alsc requests that MGE’'s authority to
charge 4.7 cents per Mcf be removed effective November 1, 2000. It is not
clear what Staff means by this recommendation. MGE’s response indicates that
this is a reference to the existing price stabilization charge in MGE's PGA.
The Commission will not take any action on this recommendation. If Staff wishes

to pursue the removal of the existing price stabilization charge it shall file

an appropriate motion.

_IT IS THEREFORE ORDERED:

1. That Missouri Gas Energy’s Application to Renew Price
Stabilization Fund on Either a Mcodified or Unchanged Basis 1is denied.

2, That the tariff issued by Missouri Gas Energy on September 27,
2000 (tariff file number 200100337) with an effective date of October 27, 2000,

is rejected. The tariff rejected is:

P.S5.C. Mo. No. 1
First Revised Sheet No. 24.29 Canceling Original Sheet No. 24.29

3. That this order shall become effective on October 27, 2000.

BY THE COMMISSION
Schedule 10-3
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Dale Hardy Roberts
Secretary/Chief Regulatory Law Judge

{ SEAL)

Lunpe, Ch., Drainer, Schemenauer, and Simmons, CC., concur
Murray, C., dissents with opinion

Woodruff, Regulatory Law Judge

BEFORE THE PUBLIC SERVICE COMMISSION

OF THE STATE OF MISSOURI

In the matter of Missouri Gas Energy's )

Tariff Sheets Designed to Renew for an ) Case No. GO-2001-215
Additional Year the Price Stabilization ) Tariff No. 200100337
Fund. ) ‘?

DISSENTING QPINION OF COMMISSIONER CONNIE MURRAY

With the current situation of extreme natural gas price volatility, price spikes are a very realistic
concem. The modified price stabilization program proposed by MGE in its renewal application has the
potential to provide customers significant price protection for the winter of 2000-2001. 1 would grant
MGE’s application for renewal with a condition that the terms of the proposed modification be clarified to

conform more closely to those approved by this Commission on September 28, 2000 for Laclede Gas

Co;ﬁ;any in Case No. GO-2000-394,
I respectfully dissent from the opinion of the majority.

Respectfully submitted,

Connie Murray, Commissioner

Dated at Jefferson City, Missouri,

on this 26W day of October, 2000.
http://www.psc.state.mo.us/orders/10261215. htm

—_—
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STEVEN W. CATTRON
PRESIDENT & CHIEF OPERATING OFFICER

December 18§, 2000

Honorable Sheila Lumpe, Chair

Missouri Public Service Commission VIA FAX & U.S. MAIL
P.O. Box 360

Jefferson City, MO 65102

RE: Natural Gas Prices

Dear Chair Lumpe:

This leiter 1s a follow-up to my correspondence to you dated June 20, 2000. Among other
things in that letter, | commended the reporting efforts of the Kansas City Star on the issue of high gas
prices and the likely beneficial impact that reporting would have in helping to make customers aware of
the issue as early as possible. ’

The Star has continued its reporting efforts on the issue and MGE continues to generally
commend those efforts. I am concerned, however, that a recent article in the Star (which is attached
hereto) may have left the incorrect impressions that, 1) MGE decided not to hedge prices this winter
and, 2) that such decision by MGE was based on the Commission’s decision not to approve the hedging
program submitted by MGE on September 27, 2000.

First, the Commission can be assured that MGE shares its interest in mitigating to the greatest
extent possible the impact of high gas prices and price volatility on our customers. That is one of the
fundamental underpinnings of the Stipulation and Agreement regarding the Fixed Commodity Price
PGA that was filed by MGE, the Commission’s Staff and the Office of the Public Counsel in May of
this year and approved by the Commission on August 1, 2000.

——Second, MGE has made no decision not to hedge prices for the entirety of this winter. To be
clear, MGE has not, to date, purchased call options for this winter. This is based on MGE’s assessment
of the relative costs and benefits of call options available under the market conditions from October 1
to date. This is not based on the Commission’s decision not to approve the hedging program submitted
by MGE on September 27, 2000. Should MGE’s assessment of the relative costs and benefits of call
ontions -available for the balance of the winter change; MGE will act in accordance with that
assessment.

Finally, MGE always endeavors to use its best judgment, on the basis of information available,
in making all business decisions, including gas supply purchases. We have done so this year, and we

Schedule 11-1



will continue to do so in the future. MGE’s gas supply, transportation and storage activities have been
subject to extensive review by the Commission and its Staff in the past and although we see no change
in that regard for the immediate future, you can be certain that MGE will continue to work with the
Commission, its Staff and the Office of the Public Counsel to advance regulatory practices regarding
gas commodity pricing, as exemplified by the Fixed Commodity Price PGA agreement, for the benefit
of MGE’s customers.

Please feel free to call me at 816/360-5501 if you have any questions or would like to discuss

these matters.
Sincerely, 7_ —
/e

CC:  Commissioner Murray
Commissioner Schemenauer
Commissioner Simmons
Vice Chair Drainer
Martha Hogerty
Bnan Kinkade
Thomas R. Schwarz, Jr.
Robert Schallenberg
Wess Henderson
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