STATE OF MICHIGAN

BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION

* Kk kK k

In the matter of the application of
MICHIGAN CONSOLIDATED GAS
COMPANY for approval of the sale of
excess system gas supply and related
accounting.

Case No. U-15628

N N N N N N

At the March 5, 2009 meeting of the Michigan Public Service Commission in Lansing,

Michigan.

PRESENT: Hon. Orjiakor N. Isiogu, Chairman
Hon. Monica Martinez, Commissioner
Hon. Steven A. Transeth, Commissioner

OPINION AND ORDER

On July 31, 2008, Michigan Consolidated Gas Company (Mich Con) filed an application
seeking authority to sell four billion cubic feet (Bcf) of native base gas. Mich Con states that this
gas is available to sell because of better-than-expected results from improvements made to the
company’s gas storage facilities. Mich Con proposed to deliver 1.3 Bcf of native base gas to its
gas cost recovery (GCR) customers at an estimated price of $0.32 per thousand cubic feet (Mcf),
which would result in over $12 million in savings to these customers. Mich Con proposed to
deliver the remaining 2.7 Bcf of native base gas to its non-system supply customers at the current
market price.

On October 7, 2008, a prehearing conference was held before Administrative Law Judge

Barbara A. Stump (ALJ). On that date, the ALJ granted petitions to intervene filed by Attorney



General Michael A. Cox, the Michigan Community Action Agency Association, and the
Residential Ratepayer Consortium (RRC). The ALJ denied the petition to intervene filed by the
National Energy Marketers Association (NEMA).! No other party appeared or participated in the
proceeding. Subsequently, the parties filed a settlement agreement resolving all issues in the case.

Under the terms of the settlement agreement, attached as Exhibit A, the parties agree among
other matters that: 1) Beginning in the 2010-2011 GCR year, the storage capacity utilization for
Mich Con’s GCR and gas customer choice (GCC) customers will be set at 80 Bcf and apportioned
as set forth in paragraph 6a of the settlement agreement; 2) The additional 4 Bcf of native base gas
volumes that will become available in 2009 will be shared 50/50 between the GCR customers and
the company; 3) Mich Con’s GCR customers shall receive the benefit of 2.0 Bcf of the native
base gas to be held in storage beginning on the date the Commission issues its order approving this
settlement as a portion of the company’s total of 5 Bcf for GCR Colder Than Normal Protection
(CTNP), or at the direction of the parties to this settlement as provided under paragraph 6d (i)-(ii)
of the settlement agreement; 4) Mich Con shall not file a general rate case before June 1, 2009;
5) In its next general rate case, Mich Con will include in its test year the revenues from using 40
Bcf of storage capacity for third party sales; and 6) Mich Con should be granted the authority to
sell 2.0 Bcf of the available native base gas in 2009, and retain the profits from this sale. However
the revenues, cost basis, and severance tax associated with this sale shall not be included in the
company’s next general rate case.

The Commission finds that the settlement agreement is reasonable and in the public interest,

and should be approved.

'On February 3, 2009 the Commission issued its order in this docket affirming the ALJ’s
decision that NEMA did not have standing to intervene in this proceeding.
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THEREFORE, IT IS ORDERED that:
A. The settlement agreement, attached as Exhibit A, is approved.
B. Michigan Consolidated Gas Company is granted the accounting authority necessary to

implement the provisions of the settlement agreement.

The Commission reserves jurisdiction and may issue further orders as necessary.

Any party desiring to appeal this order must do so in the appropriate court within 30 days after
issuance and notice of this order, pursuant to MCL 462.26.

MICHIGAN PUBLIC SERVICE COMMISSION

Orjiakor N. Isiogu, Chairman

Monica Martinez, Commissioner

Steven A. Transeth, Commissioner

By its action of March 5, 2009.

Mary Jo Kunkle, Executive Secretary
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proofs of publication demonstrating compliance with the Commission’s notice requirements with
the Commission’s Executive Secretary on October 2, 2008.

3. On October 7, 2008, a prehearing conference was held. Administrative Law
Judge Barbara A. Stump presided over the proceeding. MichCon, Staff, and the AG, RRC, and
MCAAA (Intervenors) participated in the proceeding,’

4. After the prehearing, the Parties engaged in settlement discussions. As a result of
these settlement discussions, the Parties have reached agreement on all issues before the
Commission in the above captioned case.

5. In its Application, MichCon asked the Michigan Public Service Commission
(Commission) to provide the Company with the authority necessary to sell, at prevailing market
rates, 4 Bef of Native Base Gas for the benefit of customers and the ('Jc;m;:»anyﬁ2 According to
MichCon’s Application, this Native Base Gas is currently held in the Beile River Mills gas
storage field and will become available for sale as a result of better than expected operations and
system requirement changes affecting the Company’s West Columbus, Belle River Mills, and
Six Lakes gas storage fields. MichCon has determined that it can access an additional 4 Bef of
Native Base Gas for sale that will partially offset declines in the previously estimated value of
gas storage contracts, provide customers with access to low priced natural gas, and, through the
sale of a portion of the native base gas, improve MichCon’s opportunity to earn its authorized
return on equity in 2009.

6. Based upon MichCon’s representations in its Application and numerous

settlement discussions, the Parties agree and stipulate that:

! The Petition to Intervene filed by the National Energy Marketers Association was denied.

* Base gas is the minimum volume of gas required in a gas storage field to maintain sufficient pressure to operate the
field and recover the working gas. “Native” base gas is base gas that existed in the field at the time the gas storage
field was originally certificated and developed.



a. Beginning in the 2010-2011 GCR year, the storage capacity utilization
for GCR/GCC customers will be set at 80 Bef and allocated as follows:

Normal Weather 70 Bef
Colder Than Normal (CTN) (Total) 5 Bel
Consisting of

- Working Gas (3 Bef) and,

- Convertible Base Gas if not yet utilized or

(working gas if CBG has been replaced) (2 Bcef)

Warmer Than Normal (Total) 5 Bef
Tota! Storage utilization for GCR /GCC customers 80 Bef

b. The Parties agree that the 4 Bef of native base gas volumes that will become
available in 2009 will be shared 50/50 between the GCR customers and the Company.
The 2 Bef share of this native base gas provided to GCR customers will be available
beginning in 2009 and remain available until utilized pursuant to the terms of this
Agreement. The Parties agree that the Company should be granted the authority to sell
2.0 Bef of the available Native Base Gas beginning on the date the Commission issues its
Order approving this Settlement Agreement through December 2009. MichCon shall
retain the profits from the sale of the Company’s 2.0 Bef of native base gas. The
revenues, cost basis, and severance tax associated with this sale shall not be included in
MichCon’s next general rate filing. Assuming the actual sales price of the Company’s 2
Bcf of native base gas results in gross proceeds, MichCon will record an appropriate
reduction in Plant Account 117, a related severance tax liability in account 236, and any
resulting pre-tax gain will be recorded in Account 421.1. For accounting purposes, any
portion of the Company’s 2.0 Bef of native base gas available from the Belle River Milis
storage field that has not yet been sold, according to this paragraph 6.b., will retain, until

sold, the same value and character it had prior to production.
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By:
Michael E. Moody (P51985)
Assistant Attorney General
P. O. Box 30212
Lansing, MI 43909
Dated: , 2009

THE RESIDENTIAL RATE PAYER
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By:
David L. Shaltz
2270 Jolly Oak Road
Suite 2A

Okemos, M1 48864

Dated: , 2009

MICHIGAN COMMUNITY ACTION
AGENCY ASSOCIATION (MCAAA)

By:
Don L. Keskey
Clark Hill PLC
212 E. Grand River Avenue
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Dated: , 2009
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