
Michigan Consolidated Gas Company Susan J. Sims 
Case No. U-13549-R June 23,2004 
GCR Reconciliation for the Year Ended December 31,2003 S JS-3 

Subject: JV123 - Exchange Gas 

1. The monthly activity reflected in JV123 includes "(Gain)/Loss from BTU Estimates". 
When did MichCon begin to reflect this activity in JV123? What is the purpose of 
this line item and will there be, at some point in time, a resolution oflpayment for the 
imbalance? Please explain. (i.e. February 2003 shows a "loss" of 205,877 as a result 
of BTU estimates - if my understanding is correct this is a balance owed to MichCon 
but will MichCon receive any volumes/dollars to recover this imbalance?) 

Prior to accounting for this activity in JV123 were any gaidloss resulting from BTU 
estimates reflected in Lost and Unaccounted For volumes? Please explain. 

Please explain how the monthly and cumulative volumes will be priced on an 
ongoing basis. (i.e. will they be priced as "typical imbalances"? will the cumulative 
balance be repriced every month? will the cumulative balance be repriced from one 
reconciliation period to another?) 

A. The monthly activity related to the "(Gain)/Loss from BTU Estimates" has been 
recorded as part of JV 123 since March, 200 1. 

Purpose: All of the pipelines which interconnect to MichCon's system are 
operated on a DTH basis. MichCon's pipeline system is operated on an MCF 
basis. When a shipper want to schedule deliveries into MichCon's system, they 
schedule and confirm their nominations (NOMs) with the interconnecting 
pipelines in DTHs. When deliveries are made into MichCon's system a BTU 
must be determined in order to determine how many MCFs must flow in order to 
equal the NOM'd DTHs. Therefore estimated BTUs are derived and preposted 
for the various interconnecting points. Deliveries are made throughout the month 
and an actual BTU factor is determined once the month has been completed. The 
difference between the estimated and actual BTU gives rise to the gaidoss. The 
gaidloss is made up in subsequent months by adjusting the pre-posted BTU as 
necessary. However, since the pre-posted BTU is an estimate, each month 
should give rise to a new calculated gaidoss. There are no cash transactions 
occurring to settle these imbalances. Furthermore, the gains/losses can only be 
identified by points and cannot be identified with individual shippers. Once 
MichCon converts its' pipeline to a DTH system, this line item will no longer be 
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Prior to Mach, 200 1 this was not included in 1 
(this should say Exchange gas volumes, not LAW). The reason for exclusion 
prior to Mach, 2001, was that its' existence was unknown to MichCon's Gas 4 Accounting group and the Gas Nominations group was unaware that the item 
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constituted an exchange which should have been communicated to Gas 
Accounting. (My first explanation was incomplete, prior to March, 2001 the 

% majority of these transactions were not finalized until a final BTU was 
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posted. As a result the large gain & losses did not exist. For smaller 
transactions, estimated BTUS were used and small gains & losses would 
have existed, but were not reported to Gas Accounting. In March, 2001 the 
estimated BTUs started to be "pre-posted". Sorry for the confusion, but I 
am getting some of this 2nd & 3'* hand.) 

The estimated LIFO rate is applied to the cumulative imbalance volume in 
January through November and the actual LIFO rate is applied to the cumulative 
imbalance volume in December. Each month the difference between the current 
month cumulative value and the prior month cumulative value is recorded as the 
current month activity. The pricing of this exchange item follows the same 
methodology applied to all other exchanges with the exception of "Loans and 
Parks". 



1. Prior to March 2001 what Btu (estimated, actual or other) was used to do the 

conversion when deliveries were made into MichCon's system and how is the current 

approach different? 

A. Prior to March, 2001, The BTU that was used was an estimated BTU. The current 
approach is not different. The difference is that now an imbalance is being recognized. 

2. What is the purpose of the "Transportation & Exchange" statements? (I thought it 

was used to identify imbalances for both physical deliveries/receipts and "Btu imbalances") 

A. These are transportation imbalances for specific suppliers. 

3. What Btu (estimated, actual or other) was used to account for imbalances with 

shippers on the "Transportation & Exchange" Statement prior to March 2001 and how has 

this changed since March 2001? Does the same situation arise (i.e. estimated vs. actual 

Btu) when volumes are delivered for shippers off of MichCon's system? 

A. The Transportation & Exchange report contains a mix of MCF and DTH imbalances. The 
DTH imbalances are converted using the ANR Willow BTU factor (actual). This is unchanged 
from a historical perspective. 

4. Since the "Gain/Loss from BTU Estimates" were not identified or separately 

accounted for prior to March 2001 please explain why they were not "automatically" 

reflected on the Source & Disposition as part of the "plug" for S&D (i.e. LAUF volumes) 

since they were in effect either "lost" and/or unaccounted for? 

A. Please see the revision to my previous explanation. I think that might clear this question 
UP. 

5. Please explain why MichCon believes it is appropriate to account for these 

volumes in Account 806, Exchange Gas, when the USOA description seems to implies a 

"known"/responsible party and that at some point in time gas will be received or delivered in 

4 satisfaction of the amounts receivable or deliverable by the responsible parties. 

A. The settlement of the imbalance is made by adjusting the BTU estimates in the following 

u onth. While, the imbalance cannot be identified with a specific entity, it can be clearly 
dentified with a specific pipeline. 

6. Based on the information on Page "H" of JV123 I have calculated the following 

pact for the months of July & August - Please review and let me know if I have correctly 

June = Cumulative Loss of 468,941 @$4.95 = $2,321,257 



July = Cumulative Loss of 93,425 @ $4.95 = $462,453 

therefore, July's Monthly Activity is a (Gain) of (375,516) which 

increases Exchange volumes reported on the S&D by 375,516 

and increases Exchange gas expense by $1,858,804 



I 

Michigan Consolidated Gas Company Susan J. Sims 
Case No. U-13549-R June 27,2004 
GCR Reconciliation for the Year Ended December 31,2003 SJS-5 

Subject: GainsLosses from Btu Estimates 

(NOTE: Pursuant to Rebuttal Testimonyfiled by Jennifer Schmidt on July 20, 2004 and a 
conference call with Jennifer Schmidt and Peter Rynearson on July 23, 2004, Staff has the 
following questions) 

1. On Page JCS-17-R the Company states that parties to the imbalances are all 
shippers at that point. Please define "shippers". 

The term "shipper" encompasses are any party moving or transferring 
title of gas at a receipt or delivery point. Shippers include brokers, 
marketers, suppliers, and producers. Collectively, these parties conduct 
off-system transportation, off-system storage, title transfer, and gathering 
related transactions on MichCon and its affiliates systems. Shippers also 
deliver gas to MichCon on behalf of MichConYs End User Transportation 
(EUT) customers. Shippers also include Gas Customer Choice (GCC) 
suppliers who deliver gas on behalf of customers who participate in the 
program. Finally, shippers also deliver purchase gas to MichCon that is 
used to supply GCR customers. 

Also, provide an explanation why MichCon began using a pre-posted Btu factor 
in March 200 1. 

MichCon began posting some BTUYs in 1998. This was done to assist 
those selling gas to End Users to be able to know definitively how many 
Mcf s their customer would be given. This helped the seller and End 
user better manage their supply. 

MichCon began recording the cumulative imbalance at the point in 2001 
in response to a critical investigation into causes for high levels of lost 
gas.. At this time, it was decided that MichCon would start to record the 
imbalance so it would not fall into lost gas. 

2. Please identify under what situations/circumstances a marketerlsupplier who 
provides gas to MichConYs GCR customers would be a potential party to these 
imbalances. 

A shipper that brings gas to the citygate to sell to MichCon utilizes the 
posted BTU. In addition, gas purchased on the interstate pipelines is 
converted to Mcf based on the posted BTU at the point. In other words, 
all delivery transactions that occur at a "BTU" point on MichConYs 
system would contribute to this imbalance. 

MICHIGAN PUBLIC SERVICE COMMISSION 
FILE U ' 135Y 9 -k?- 

EXHIBIT NO. S -30 



Michigan Consolidated Gas Company Susan J. Sims 
Case No. U-13549-R June 27,2004 
GCR Reconciliation for the Year Ended December 31,2003 SJS-5 

Subject: Gains/Losses from Btu Estimates 

3. Please identify under what situationslcircumstances a marketerlsupplier who 
provides gas to MichCon's GCR customers would not be a potential party to 
these imbalances. Also, identify what Btu factor would be utilized in these 
situations and briefly explain why the pre-posted Btu factor is not utilized. 

A shipper who sells GCR supply to MichCon will not contribute to the 
imbalance if the gas is delivered at an Mcf measurement point (i.e. 
Kalkaska and other dry receipt points). These transactions are recorded 
on an actual basis without a posted BTU. Similarly, GCR gas bought off 
of Panhandle is recorded at the actual BTU 

4. Please identify under what situations/circumstances a marketerlsupplier who 
provides gas to MichCon's GCC customers would be a potential party to these 
imbalances. 

This would occur when a GCC supplier delivers gas to MichCon at a city 
gate point or at an interconnect point with an interstate pipeline. This is 
because gas delivered at these points is converted from MMBtu to Mcf 
by applying the posted BTU factor. 

5 .  Please identify under what situationslcircumstances a marketerlsupplier who 
provides gas to MichCon's GCC customers would not be a potential party to 
these imbalances. Also, identify what Btu factor would be utilized in these 
situations and briefly explain why the pre-posted Btu factor is not utilized. 

A Choice supplier that delivers gas on MichCon's system at an Mcf point 
such as Kalkaska or other "dry" points would not impact this imbalance 
because no Btu conversion occurs at these points. 

6. Please describe how MichCon modifies the pre-posted Btu factor to recoup these 
imbalances. 

Based on projected flows and the previous month's actual BTU values, 
the pre-posted Btu for the upcoming month is modified to reduce any 
previous imbalances. When determining the pre-posted Btu, a range of 
reasonableness is maintained so that the BTU in a subsequent period is 
not grossly different from history. 

Also, please explain how final Btu factors are determined. Are any final Btu 
factors an estimate? If yes, please explain when this would occur. 

It might be helpfbl to distinguish between "final" posted BTU and 
"actual" BTU. The actual BTUs are based on official measurement 
provided by the point operator. Actual BTUs are posted on ConQuest at 
points where all measurement is handled in Mcf, such as Kalkaska and 
the Dry points. 



Michigan Consolidated Gas Company Susan J. Sims 
Case No. U-13549-R June 27,2004 
GCR Reconciliation for the Year Ended December 31,2003 SJS-5 

Subject: GainsILosses from Btu Estimates 

In contrast, in cases where a pre-posted BTU is listed on ConQuest, the 
"final" BTUs at these points will not differ from the pre-posted value. 

7. Could the pre-posted Btu factor actually increase the imbalance at a point if the 
Btu factor used to determine the "modifying" adjustment is not estimated 
correctly? If yes, has this occurred? Please explain. 

Any change from the projected flow or estimated BTU has the effect of 
creating a new imbalance and can either negate or expound the best 
attempts to reduce a previous imbalance. 

8. Are parties to these imbalances aware that the pre-posted Btu factor modifies 
prior imbalances at certain points? Please explain. 

At the time this was put into place, shippers were made aware of our 
procedure via two Conquest postings (below). Any new shippers that 
inquire are given an explanation of the process. 

Conquest Posting Dated 1211611 997: 

"*** MCGC TO REVIEW POSTING BTU'S *** 
MichCon (MCGC) is currently reviewing the possibility of 

posting estimated monthly Btu factors at the beginning of the month at 
the interconnects that enter its system in MMBtu, i.e. ANR Willow Run, 
PEPL River Rouge, Great Lakes Belle River, and Consumers Northville. 

Currently MCGC posts the prior month Btu factors for 
nominations, then recalculates the Mcf when the actual Btu factors are 
received after the month. Due to this recalculation, contracts in Mcf (ie. 
end users) incur variances between the daily nominated and the monthly 
confirmed Mcf. If MCGC posts estimated Btu factors, no recalculation 
of Mcf is necessary after the month. The Mcf stay at the volume 
nominated and confirmed by MCGC on a daily basis. Customers do not 
have to wait until after the end of the month to know their final 
deliveries. Any volume difference between the actual and posted btu 
factors are tracked by MCGC and rolled into the next month's calculation 
to arrive at the estimated Btu for the following month. 

Gas Nominations personnel have visited with both 
Great Lakes Gas Transmission and Union Gas to discuss their procedures 
on posting estimated Btu factors. Both companies have expressed that it 
has streamlined both their month end confirmation processes and their 
shippers'. 

MCGC would like to get your opinion on this topic. 
Please e-mail David Reed (DEED)  via ConQuest O with your feedback 
or questions. You can also fax David at (3 13) 256-5890, or contact him 
directly at (3 13) 256-5262. Also let us know if you have had any 



Michigan Consolidated Gas Company Susan J. Sims 
Case No. U-13549-R June 27,2004 
GCR Reconciliation for the Year Ended December 31,2003 SJS-5 

Subject: Gains/Losses from Btu Estimates 

problems on other pipelines or LDCs that currently post Btu factors in 
advance. 

Thank you in advance for your time and feedback in this matter. 
This file can be downloaded at 

EBB/PROD/PRIVATElSHARED/POSTBTUS.TXTn 

The response to the above posting was positive, so MichCon instituted 
the process with the posting of May 1998 business. The following 
posting advising shippers of the new process was posted on 0412 111 998: 

***** MCGC To Begin Posting BTU'S ***** 
MichCon has completed its study of posting estimated BTU factors at the 
pipeline 
interconnects. We will be posting Btu factors through October, 1998 as a 
test period, then solicit your feedback at that time to see if the program is 
benefiting you. For the month of May, 1998, we will be using the 
following BTU factors: 

1. Belle River (GLGT) --- 1.013 B14.73 PSI DRY 
2. Columbus (ANR) --- 1.022 @ 14.73 PSI DRY 
3. Detroit A (ANR) --- 1.017 @ 14.73 PSI DRY 
4. Goose Creek (GLGT) --- 1.0 1 8 @ 14.73 PSI DRY 
5. River Rouge (PEPL) --- 1.002 @ 14.73 PSI DRY 
6. St. Clair (UNION) --- 1.026 @ 14.73 PSI DRY 
7. S. Grand Rapids (ANR) --- 1.017 @ 14.73 PSI DRY 
8. Willow Run (ANR) --- 1.025 @ 14.73 PSI DRY 

These BTU Factors will not change at the end of the month. Any 
difference in actual Mcf s and Posted Mcfs  will be be carried forward 
and used to estimate the following month's BTU factor. We hope that 
this enables you to bill your MCF customers earlier because the MCF 
volumes will not change after the month of activity. We will still be 
posting actual BTU factors after the month for all Mcf locations on our 
system, ie. Kalkaska and Shell. 
June 1998 Interconnect BTU's will be posted by May 20, 1998. 
Please review the news item on ConQuest dated December 16, 1997 for 
more 
information. 
Should you have any additional questions, please contact David Reed at 
(3 1 3) 256-5262. Thank you. 
This file can be downloaded at 
EBB/PROD/PRIVATE/SHARED/POST0598.TXT" 

Feedback from the pilot program was positive, so MichCon has 
continued the process. 



Michigan Consolidated Gas Company Susan J. Sims 
Case No. U-13549-R June 27,2004 
GCR Reconciliation for the Year Ended December 31,2003 SJS-5 

Subject: Gains/Losses from Btu Estimates 

9. Since some parties have an opportunity to deliver/receive gas at various points on 
MichCon's system and each of these points have their own separately identified 
imbalances is there a way that a party could knowingly avoid paying an 
imbalance "owed" to MichCon (i.e. "short") from a prior month's point by 
changing to a deliverylreceipt point that is "long" in the subsequentlcurrent 
month? Please explain. If yes, is MichCon aware of any attempts to "game" the 
system? 

As explained in question 6, MichCon does not post the adjustment factor 
nor the "actual" BTU value at the points that are impacted by the BTU 
conversion. Therefore, Shippers would not have the information 
necessary to game which ones were owedshort. Even if the Shipper 
obtained the actual BTU's in some other manner, the Shippers have no 
access to the cumulative imbalance to know whether MichCon would be 
raising or lowering the BTU factor. 

10. Will the occurrence of "Gains/Losses from Btu Estimates" be eliminated if 
MichCon is authorized to convert its gas nominating and gas storage balance 
operations from an Mcf to an MMBtu basis (as requested in the Company's filing 
in U- 14 1 O6)? If yes, please explain how MichCon proposes to recoup any 
remaining Btu imbalances at that point in time (i.e. after U- 14 106 becomes 
effective). 

Yes, this will be eliminated. If MichCon's proposal is accepted as filed, 
MichCon would use an actual BTU to convert the EUT customers' 
consumption from ccf to t h e m  for purposes of calculating their storage 
balances. MichCon will have to absorb any imbalance remaining at that 
time of conversion and accordingly has been watching closely to keep 
the amount of the imbalances as close to zero as possible. 

Does MichCon believe that it has the authority to assign the remaining 
imbalances, at that point in time, to the current parties if necessary to resolve the 
imbalances? Please explain. 

No. 

11. Please provide references to MichCon's Tariff sheets that authorize the Company 
to recoup these imbalances especially since there is a distinct possibility that the 
party creating an imbalance will not be the party who repays/recoups (i.e. liable I 

for) the imbalance in the subsequent month(s). 
I 

MichCon does not have tariff authority on this issue. MichCon believes this is an 
operational issue that is current industry practice and accepted by the Shippers. 
MichCon believes the benefits to the Shippers (as defined in Question 1) 
outweigh any small inequities. 



-. 

2000 2nd Avenue 
925 WCB 
Detrolt, MI 48226 

REGULATED ENERGY 
DIVISION 

BILLING INVOICE 

Bill to: 
Mlchlgan Consolidated Gas Company 
500 Grlswold lnvolce No. DTE-08-2003 
Detrolt, MI 48226 

lnvolce Date 22-Aug-03 

Attn: Paul Gelck 
Terms: Upon Receipt 

DESCRIPTION 
r- 

* 
T o  i n v o i c e  you for build up activity for July 2 0 0 3 :  

z % 
4 AIP Dis t r i bu t i on  on MCGC b o o k s  d e b i t  # a 3 4 1 5  $ 16,512,675.69 

, 

5 .  

I T o t a l  Amount O w e d  To D T E  E n e r g y ,  Inc. $ 16,512,675.69 

Date Signed 

C a s h  R e c e i p t s  Distribution on DTE Books: 

C r e d i t  a c c o u n t  # I 4 6 0 0 1  7 0 0  S O 0 0 3  w i t h  a f f i l i a t e  MCGC f o r  $ 16,512,675.69 

Please direct Inquiries to: 

Kathleen Palmer 
313-235-9045 

WIRE INSTRUSTIONS 

BANK ONE 
72000326 

MICHCON 
498523 

MICHIGAN PUBLIC SERVICE COMMISSION 



CUST: 02948 LINE:01369 TRAN#:50012 D ~ ~ ~ : 0 8 / 2 8 / 2 0 0 3  
AMT : 2 5 , 6 1 2 , 6 7 5 . 6 9  USD T/C: DEBIT STATUS : N 
BANK ONE A/C:00000000000498523 ENDPOINT A / ~ : 0 0 0 0 0 0 0 0 0 0 1 6 0 9 7 2  
3ENDPOINT ABA:072000326 NAME: BANK ONE NA 
PAYMENT DETAIL: BNF=DTE ENERGY /AC-1609723 

J 

A  

+WIRE TRAN # :50000  AMT: 2 , 4 5 0 , 0 0 0 . 0 0  USD D VERIFIED 

+WIRE TRAN # : 5 0 0 0 1  AMT: 1 , 8 3 0 , 0 0 0 .  0 0  USD D VERIFIED 

+WIRE TRAN # :50002  AMT: 4 2 0 , 0 0 0 . 0 0  USD D VERIFIED 

+WIRE TRAN # : 5 0 0 0 3  AMT: 1 , 6 8 2 , 6 6 2 . 7 2  USD D VERIFIED 

+WIRE TRAN # : 5 0 0 0 4  AMT: 2 6 , 9 4 1 . 6 9  USD D VERIFIED 

+WIRE TRAN # : 5 0 0 0 5  AMT: 1 7 8 , 8 1 7 . 2 7  USD D VERIFIED 

+WIRE TRAN # : 5 0 0 0 6  AMT: 3 9 , 9 9 8 . 2 7  USD D VERIFIED 

+WIRE TRAN # : 5 0 0 0 7  AMT: 4 , 6 5 4 . 5 7  USD D VERIFIED 

+WIRE TRAN # : 5 0 0 0 8  AMT: 1 0 7 , 5 5 6 . 9 5  USD D VERIFIED 

+WIRE TRAN # : 5 0 0 0 9  AMT: 1 9 9 , 6 3 1 . 6 3  USD D VERIFIED 

+WIRE TRAN # : 5 0 0 1 0  AMT: 5 9 6 , 5 6 5 . 1 2  USD D VERIFIED 

+WIRE TRAN # : 5 0 0 1 1  AMT: 9 0 , 4 2 5 . 3 2  USD D VERIFIED 
_ - 

TRAN # : 5 0 0 1 2  AMT: 2 5 , 6 1 2 z 9  U S D  D VERIFIED- '.\ - 



I n v o i c e  Payment I n q u i r y  

S u p p l i e r . :  53399 001  
I n v o i c e . . :  ENRON2003 

Check n u m b e r . . :  0 8 -  280307 Check t y p e :  N 
Bank code . . . . .  : 005 

Check d a t e  . . . .  : 0 8 / 2 8 / 0 3  Cance l  d a t e  . . . .  : 0 0 / 0 0 / 0 0  

Check amount . . . . . . . .  : $ 2 5 , 6 1 2 , 6 7 5 . 6 9  

D i s c o u n t  amount . . . . .  : B . 0 0  
1099  amount w i t h h e l d :  $ ,  0 0  
I n v o i c e  amount p a i d . :  $ 9 , 1 0 0 , 0 0 0 . 0 0  

P e r i o d :  08 /2003  R e t e n t i o n :  A l t e r n a t e  Name: 

N e x t  t r a n s a c t i o n  038 S t a t u s :  CONTINUE S C  / M C G C  
F l = H e l p  F2=Next t x n  F 3 = E x i t  F4=Prompt F5=Hold t x n  F6=Change s y s  
F7= F8= F9= F10= F11= F12=Mai n  menu 
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Case No.: 

MICHIGAN PUBLIC SERVICE COMMISSION W~tntsr: Frank J. Hollewa 

k-1 3sy4,,-/2- E a b i t  No.: RLE , 
(FJH-1) 

EXHIBIT NO. f'3q 

M 1 ~ C o ~ C a s C o m g n y  
NYMIEX and Published Market Inder Prices (per Dtb @ 1.025) 

2002 @ecambsr '01 Update) 

WM&X NYMEX 
Uoe . Marrtb -Day 3DwAvg. MJchCoe ANRSE ANRSW Panhmdk m a g o  

(Cot 1) (Gal. 2) P l - 3 )  (a]. 4) (&I. 5) (a. 6) (Col. 7) 

1 Jamuary S2.M $2-79 
2 Febnuuy 52.01 $1.98 
3 Marcb $2.39 $2.38 

* 4 .  April $3.47 $3.42 
5 May $3.32 $3.34 
6 .  June $3.42 $3.35 
7 July $3.28 $3.39 
8 August 32.98 S2.94 

9 septanbra $3.29 $3.29 
10 Ckbh S3.69 S3.64 
1 I Nov&tnbw $4.13 W.1 I 
12 Decemk S4.26 S4.22 

13 January S3.62 
14 Febmery S3.63 
15 . March S.65 
16 April S3.27 
17 May 5328 
18 June $320 
19 July . $3-31 
20 August s3-33 ' 
21 stphmba $3.34 
22 October $3.36 
23 Novanber S3.n . 
24 Droemba $3.78 

25 JmUarY ($0.83) 
26 Febnrvry (sl-a) 
27 Msrch (f1.m 
28 A@ $0.15 
29 May SO.06 
30 June fO.05 
3 1 July $0.08 
32 (0039) 
33 ssptarber (SO.05) 
34 Oaaba S0.28 
35 Novmbm $0.34 
36 Ducm~ba S0.44 



Case No.: U-1354PR 
Witness: Frank J. HolJewa 
Exhibit No.: I- (FJH-2) 

, Page No.: 1 of5 

MPSC Came No.: U-13Q60-R 
Respondent: Chaml 

RW-* m m .  
Question No.: RRMC1.8/8 

Page: Zof3 

With regard b Mr. Chapef's testimony on Pages 24 and 25 m: Enron: 

a. Please identify the quanblties, price and term of the terminated contracts. 

Following is a list of the quanW,es, prices, and terms of the terminated wets 
between MichCon and Enron: 

MICHIGAN PUBLIC SERVICE COMMISSION 
MLE , U -  13syq-e 



CW NO.: U-13549-R 
Witness: Frank J. Hollewa 
W b i t  No.: I- (FJH-2) 
Page No,: 2ofS 

MPSC NO.: U-13060-R 
Respondent; Chaml 

Requestor: RRC 
Questkn No.: fWMC1.8/8 

Page: 2of3 

Question: With regard to Mr. Chapel's testimony on Pages 24 and 25 re: Enron: 

b. Please provide details regarding how the $8.0 million was developed and explain 
why this booking was necessary. 

Answer: Given the status of negotiations between DTE Energy and legal counsel representing 
Enron, the $8.0 mHlion dollar cost represented at the time it was initially booked, 
MichCon's best estimate of the booked cost of gas that MichCon would incur to settle 
the bankruptcy claims related to the referenced contracts . Under standard regulatory 
and GAAP accounting MichCon is requlred to book a liability once it fs known and 
measurable. Once Enron's bankruptcy claim against MichCon was analyzed sufficient to 
meet the GAAP and regulatory accounting standards the expected liability was booked. 





COSC NO.: U-13549-R 
Witness: Frank J. Hollewa 
Exhibit No.: I- (FJJ3-2) 
Page No.: 40f5 

July 10,2003 

DTE En- Company ("DTEI) is in the process of finalizing a 
settlement with 1E"mron Carp. (and among certain of their respective subsidiaries) 
arising &am various contracts related to the delivwy or forward delivery of energy 
or energy producing commdtiea. In connection therewith, you have requested our 
iriews concerning allocation of s@tlament amounfs among certain DTE entities 
participating in this mtcle~~811t. In perticular, we hawe been asked to comment 
concerning appropriate values to assign with respect zo daimn for %ark to market" 
damages arieing from the termination of gas supply contracts between Michigan 
Consclidated Qas Corp. mchConm) and Enron N~rth America W A 9 .  

We have bsen indwmed that MichCon had valued the potential mark 
to markot claim in ooMsrribn with the tenmination ofthew contracts at 
appmximamly $19 million. In contrast, ENA irrdonoed ue that it valued the mark to 
market damages in connection with these contract terminations at approximately 
$16 

Enroa'e total valuation of it's net rlnimlP gggipgt DTE entities was in 
excess d$28 mil lh ,  based upon its assignmaat of values as fobws: $2 million to 
the Clinton Wrgy settlement (as previously qatatcrly negotiated); $16 -on to 
mark to market chamages associated with the MichCon contracts; and $10 millinn 

Accounts Receivable. DTE's valuation of the claimr was approximately $23 
a, with the principal didtierences being accowated for by a $2 mtnian lower 

for net h u b  ReceivabIe, a d  a $6 million lower amount bor the 
Con mark to market c h h  



Case No.: U- 13549-R 
Witness: Frank J. Hollewa 
Eddbit NO.: I- (FJH-2) 
Page No.: SofS 

The total amount paid by all DTE entitbe to aU Enron entities in 
ccmnection d t h  the settlement will be $18.8 million. Thus, the amount to be paid is 
below the totaldah valuation of the parties by an amount rangjag Gram $5 to lo  
million. $2 million of the settlement amount is, as labtsrd above, dirwtly 
attributable to a previously negotiated, but not consummated, settlement of claims 
of an E m n  aShte ,  Clinton Energy. With respect to the remaindex, it -ems 
reasonable tn us to apportion thq savings ratably to the claims at issue. This would 
result in a claim valuatioa, attriiutable to the MichCon mark-to-market claim 
within a range of $7 to 9 milliarr That m g a  appears masistent with the rationale 
stated above. 

It should be understood that assignment of specjdr riak, and therefbre 
specific value, to litigated c U n s  ie extremely diflicult. Particularly ia that the case 
with respect to claims that are resalved by negotiadon before any formal 
ppceedings art c o ~ ~ ~ e n c e d . ,  aad thase that arise within t4e context of large 
Bankruptcy proceediag in which the claims art small in comparison to the asseta of 
the Banlmrptcy estate, and in whiCh some of the issues ate potentially the subject of 
litigation by others who may w may not be similarly situated to DTE. The 
comments and aaalysis reflected above must be considered in the eontdxt of these 
pprameters. 

Patrick B. Carey, Esq. 
DTE Energy Company 
2000 Second Avenue 
Detroit, MI 48226 



Michigan Conrolidatcd Gar Company 
12 Months Ended Dccemba 31.2003 
Cnlcularim of Ovcr(Undcr) Recovery 

CueNo. U1354SR 
Wltnar: Simr.Surml. 
Exhibit No. S-(.WSl) 

Description 
1 ,Saute of C u  (Mcf @ 14.65 d d  
2 RrrsbrcedGrr 
3 Net (To) From Stmge 
4 TotalSuppb 
5 
6 
7 La: Snla with No CCR Factor 
6 Ccvnpany Use 
9 Loa md unsccountcd For 

10 Grr-in-Kind Rwidm 
11 
12 
13 Total CCR Supply (Mcf) 
14 
IS 
16 
17 CCR Cost of C P ~  Sold (S) 
18 Pllrchawd 
19 Net vo)  From Storage 
20 Total Coat of G u  Sold 
21 
22 
23 u: Smln with No CCR Factor 
24 Canp.ny Use 
23 Loa aad U~nccounted For 
26 Grr-in-Kind Rovision 
27 SEC Revcnuc end Fdure F a  
26 
29 
30 CCR Cmt o f C u  Sold 
31 
32 
33 
34 ha Year GCR Over/(Undcr) Recovery 
35 EnrooDamaga 
36 90IlORefunds 
37 
38 Net Recoverable Coati 
39 
40 GCRRncnua 
41 
42 Over (Under) R c c o v e ~ ~  

43 

2003 

J.nu.rv February - Marcb &Y - June a -t %~tembcr October November December 

44 Average Aund Cmt of Gm (Total Amount on Line 18 1 Total Mcf on Line 2) MICHIGAN PUBUC SERVICE COMMISSION 



Dercriotion 
1 Source of Gas Mcf  Q 14.65 d d  
2 ANR Rpelinc 
3 Cmudim Purdurcr-(jreat Lakes 
4 SparrwPurchucl 
5 horsllte 
6 ExcbmgeGas 
7 Rcvcnc BTU (Gain) Loso 
8 ExcbmgeGas-Adjusted 
9 Olhu h c h a u d  Gar - GCC 

10 Lar: (Gain) Los %om BTU Ectirmtcs 
11 Total Purcbmcd Cm 
12 
13 
14 GCR Cost of Cu (St 
15 ANR Rpchc-CosI of Gas 
16 ANRRcfunb 
17 Cmadian Pur+haw-bat Lakes 
18 Panhandle Eastan 
19 Sparrcrmhchax~ 
20 htrn~tate 
21 O l h c r ~ G a r E x p c n s c - G C C  
12 Eulunge Gas 
D Revuse B'N (Gaia) Lass 
24 Exchange Gas - Adjusted 
25 (Gaia) Lou *om B'N Ertirnntcs 
26 Totd .IPurrhmed Cm 

2003 

Jnnorrv February w & & M l v  Jllllc a t  September October November December 

Michigan Consolidated Gas Company Cme No. U-13549-R 
12 Months Ended Dcccmbcr 31.2003 Witoar: Sm, SUM 1. 

Adjustment far (Gains) Losses %om BlU Estimates 
Exhibit No. S-(SJS2) 



JkScri~60q 
1 CCR Salu(Mc4 
2 Rate Schedule Sales (Billed) 
3 GCCYUrlSdtLrmcnt 
4 Unbilled- CmrrntMmth 
5 Unbilled - Prim Mmth 
6 Total CCR Ma (Unbiied) 
7 
8 
9 

10 CCR Rcvenua l$) 
11 BiedGCR Rnrnucr 
12 
13 Unbilled GCR Rcvc~u&Clmcnr Mmtb 
14 Unbilled GCR Rcvcoucs-Ria Mcnnh 
I5 TotdCCRRevmue 

Michigan Consolidated Gas Company 
12 M m h  Ended Dccrmber 31,2003 

Calculstim of GCR Rcvmuc 

February M.rch M!lY - Jme 

Cue  No. U-13549-R 
Witnaa: Sinu, S u m  J. 
Exhibit No. S-(SIM) 

rn a t  peptnabrr Novembrr Drcembrr Tohl 



Michigan Consolidated Gas Company 
12 Months Ended December 31,2003 

Calculation of Interest 

Beginning Balance Current Month Current Month 
Overl(Under) 

Month Recoverv 
(a) (b) 

1 Balance at 1/1/2003 
2 January 2003 
3 February 
4 March 
5 April 
6 May 
7 June 
8 July 
9 August 

10 September 
11 October 
12 November 
13 December 
14 
15 Total 

16 
17 
18 Total Over Recovery plus Interest 

Overl(Under) Current Month 
Recovery Avera~e  

( c) (4 
(c4 

Base for 
Interest 

( 4  
m 4 

$37,844,373 
$25,773,675 

$6,839,883 
($9,102,039) 

($12,578,373) 
($16,293,273) 
($1 8,388,239) 
($1 6.3 17,409) 
($1 1,063,130) 

$1,583,420 
$18,223,213 
$33,909,013 

Case No. 
Witness: 
Exhibit No. 

U-13549-R 
Sims, Susan J. 
S- (SJS-4) 

Interest Monthly 
Rate - Interest 

(0 

MCHIGAN PUBLIC SERVICE COMMISSION 

EXHIBIT NO. - v 4 


