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Q. What is your name, business address and by whom are you employed? 

A. My name is Arthur Raymond Lyle II.  My business address is 2000 Second 

Avenue, Detroit, Michigan 48226.  I am employed by Michigan Consolidated 

Gas Company (“MichCon”) as a Staff Engineer. 

 

Q. What is your educational background? 

A. I graduated in December 1993 from the University of Michigan, Dearborn, 

Michigan with a Bachelor of Science Degree in Mechanical Engineering.  

 

Q. What is your professional experience? 

A. In February of 1994, I began my career as a Staff Engineer in the Facility 

Planning department of ANR Pipeline Company in Detroit, Michigan.  Through 

June of 2001, I remained with the same department of ANR with increasing 

responsibilities, ultimately as a Project Engineer.  My duties included flow 

simulations of various pipeline systems, design of new connections, economic 

analyses and preparation and support of Federal Energy Regulatory 

Commission filings.  From June 2001 through September 2005, I consulted for 

various companies including El Paso Corporation, DTE GSPP and MichCon.  

In September of 2005, I became an employee of MichCon.  My duties currently 

include the analysis and handling of northern Michigan pipeline operations and 

analysis of CO2 treating requirements. 

 

Q. Have you previously submitted testimony to the MPSC? 

A. Yes, I submitted testimony in MPSC case number U-14754.
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Q. What is the purpose of your testimony? 

A. My testimony will discuss the contractual and operational issues raised by 

Complainant relating to the transportation and treating of natural gas in 

northern Michigan, more specifically as it relates to the Antrim Expansion 

Project (“AEP”).  My testimony will: Describe the history and function of an 

agreement for CO2 treating services, Address the responsibility regarding 

delivery point CO2 requirements and Address a number of issues raised in the 

Complainant witnesses’ testimony.  Throughout my testimony, I will use 

MichCon Gathering Company (“MGAT”) when referring to the owner and 

operator of various facilities, although historically they may have been under 

Michigan Consolidated Gas Company (“MichCon”). 

 

Q. Which Exhibits are you supporting? 

A. I am supporting the following Exhibit: 

Exhibit No. MGAT-3 (ARL-1) – Capacity Agreement and Executed 

Amendments (“Capacity Agreement”) 
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Q. How does MGAT treat the gas under its transportation and treating 

agreements (“ASATT”)? 

A. Under normal conditions, the gas is treated under the Capacity Agreement 

MGAT has with CMS Antrim Gas LLC (“CMS”).  This was executed in April 

1995, with MGAT as the sole customer of CMS for treating services.  At that 

time, MGAT owned the treating plant at South Chester in partnership with 
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CMS, and CMS was interested in purchasing MGAT’s partnership share. 

 

Q. Under what conditions did CMS agree to the Capacity Agreement? 

A. CMS required a guaranteed level of treating commitments satisfactory to 

lending institutions in order to finance the existing treating plants and to finance 

the construction and ownership of additional treating facilities.  The Capacity 

Agreement includes a minimum payment on a monthly basis for a period of 

fifteen years.  MGAT made this commitment to guarantee the construction of 

sufficient capacity to treat the majority of the Antrim production expected to 

flow onto the AEP. 

 

Q. Why did MGAT agree to a fifteen year reservation charge with no 

reservation rate in its transportation and treating agreements? 

A. MGAT used agreements, known as dedications, which dedicated a producer’s 

reserves to the services on the pipeline, including transportation and treating, 

as an alternative means to secure the volume necessary to cover the 

reservation charges under the Capacity Agreement.  This was, however, not 

without risk. 

 

Q. What risk is involved in these dedications? 

A.  There is a risk that the estimated production will not appear, or that the decline 

rate will be higher than expected.  Under these scenarios, there is risk that 

certain costs may not be recovered. 
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Q. What is MGAT’s responsibility as it relates to CO2 requirements? 

A. My understanding is that the Commission Order authorizing the construction 

and operation of the AEP in Case No. U-10547 specified that the operator of 

the AEP was to maintain deliveries of gas from its system at a level of 2% or 

less CO2.  Mr. Persells in his testimony addresses a follow up letter received 

from the Commission Staff after the AEP went into operation that reinforces 

the existence of this obligation.  Additionally, the Commission’s Order included 

the capability to allow blending of gas, meaning the indirect treating of volumes 

of high CO2 content gas with lower CO2 content gas in such a manner as to 

obtain an overall gas mixture with CO2 levels within the required specification 

of 2% or less at the delivery points. 

 

Q. Did the subsequent Commission Order in Case No. U-12342 (the 

Dominion complaint on the rates charged by MGAT on the AEP) affect 

the CO2 requirements at the delivery points or the capability to blend 

volumes? 

A. No.  It is my understanding that the Commission Order in that case simply 

reset the rate charged for transportation services on the AEP. 

 

Q. Referencing Mr. Murray’s answer on page 5 of his testimony at lines 23-

27, do you agree with his interpretation of what the Commission Order in 

Case No. U-10547 indicated relating to treating gas to a 2% CO2 level? 

A. No.  The order specified that the gas must be at 2% or less CO2 content when 

it reaches the off system delivery points at the end of its transportation such as 
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Kalkaska, but the Order did not specify that treating gas upstream at a location 

upstream of a delivery point to a 2% specification meets those requirements.   

 

Q. Have the obligations of the AEP operator at the delivery points remained 

constant since AEP operations began? 

A. Yes.  However, because of the geographic location of the receipt points, and 

the continuous changes in the number of receipt points, the volumes of gas at 

the receipt points and the CO2 content of the receipt point, MGAT, as the AEP 

operator, must constantly reassess and actively manage the amount and 

location of CO2 treating in order to balance the entire AEP gas stream such 

that it contains 2% or less CO2 at the delivery points. 

 

 Based on reserve reports provided to the MPSC in 1995 when the AEP began 

operations, there was a volume level of approximately 355 MMcf/d of Antrim 

production (operationally reported after losses and shrink or approximately 390 

MMcf/d pre-shrunk) and a CO2 content of 10.5% on average from production 

contracted to flow on the AEP.  At that time, there were approximately 135 

Receipt locations delivering volumes for transportation on the AEP.  With that 

level of volume and the majority being treated through the capacity agreement, 

the balancing equation to meet the required delivery standards was an easier 

task than today because the historic changes in the production volumes, the 

CO2 content of the gas and the total number of receipt points. 
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Q. What historic changes have occurred with the production in this area? 

A. The volumes delivered to the AEP have been declining since approximately 

1997, and the overall CO2 content of the gas stream has been increasing since 

the production first began to flow. 

 

Q. What makes maintaining the delivery point CO2 levels more difficult 

today? 

A. As mentioned above, there are variables such as lower volumes and higher 

relative CO2 contents today than in the past and the geographic location of the 

receipt points that place production volumes in the transported gas stream.  

Today there are approximately 170 Receipt locations bringing production to the 

AEP, including a number that are downstream of the treating facilities.  In 

March 2006 on the AEP, the Antrim production volume levels were 

approximately 253 MMcf/d and the CO2 content averages 16.6%.  With CMS 

having contracts for treating to a level of only 2%, the potential for large 

volumetric deliveries at Goose Creek and the volumes blended on the system, 

the delicate balance of maintaining 2% or less at the delivery points has 

become a much more complex task.  The balance is dependent on all of these 

factors, and requires the solution to an equation that begins with the variables 

of volume and CO2 content at the outlet of the CMS plant, includes the 

variables of volume and CO2 content from each of the eleven receipts on the 

AEP downstream of the CMS plant, needs to factor in the volume and CO2 

content of deliveries to ANR at South Chester, Great Lakes and Consumers 

energy at Goose Creek, and tracks the requirements at Kalkaska to maintain 

the required delivery specification, which includes the volume and CO2 content 
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Q. Do you agree with the statements in Mr. Murray’s testimony on Page 5, 

lines 12-17, in regards to the treating of Dominion Resources? 

A. No.  What he does not state is that CMS may have amended the outlet treating 

level to 0.75%, but they also required that Dominion Reserves deliver the gas 

to CMS with a CO2 content of 12.75% instead of the previous specified inlet 

standard of 14%. 

 

Q. Do you agree with the statements on Page 5, line 30 through Page 6, line 

5, of Mr. Murray’s testimony relating to standard CO2 content? 

A. No.  I would disagree with his implication that 2% CO2 content is a standard.  

In my experience, I would say that a 2% maximum CO2 content is standard in 

the industry, with the average CO2 content on the overall systems being at 

levels under that specification. 

 

Q. Can you clarify the description of Exhibit FMM-3 provided on page 6 in 

lines 7-19 of Mr. Murray’s testimony? 

A. Mr. Murray apparently has taken monthly average data to calculate the various 

totals in the Exhibit.  His numbers are a fair approximation of the average 

operation for November of 2005.  However, what Mr. Murray’s calculation 
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ignores is that the operations, receipts, and deliveries on the system 

continuously change.   

 

Q. Do you agree with Mr. Murray’s assertion that MGAT receives revenues 

for blending “without incurring additional costs for treating or the 

construction of additional lateral lines” as stated on Page 7, lines 2-4? 

A. No.  Mr. Murray leaves out two key factors in his statement.  The first is that 

MGAT has incurred costs for treating, including reservation cost obligations at 

the CMS treating plant that provides treating to 0.75%.  The second is that the 

MPSC allowed this blending service to occur to avoid the construction of the 

very facilities that Mr. Murray appears to recommend be constructed. 

 

Q. Would you like to add any additional information to Mr. Murray’s 

description of MGAT’s blending capacity in reference to exhibits FMM-4 

and FMM-5? 

A. Yes.  The actual daily operations and CO2 content at the outlet of the CMS plants 

vary outside of MGAT’s control, which can cause the level of CO2 at the delivery 

points to temporarily exceed 2% when the plant outlet exceeds the target CO2 

content.  MGAT has the ability to monitor the outlet CO2 content, but does not 

actually operate the CMS treating plants at South Chester.  As the plants operate 

within only a few tenths of a percent of CO2 content of safety margin below their 

target, if not right at the target CO2 level, upsets can and do occur. 

 

 Additionally, MGAT had requested CMS to provide some additional 

interruptible treating services at the outlet of the plant to safeguard the 
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specification of 2% or less CO2 at the delivery points during those periods. 

 The total time of the occurrences of CO2 greater than 2% shown on FMM-5 

was less than eight hours during the period from 1/31 through 2/4/06.  These 

were all temporary upset conditions that were monitored by MichCon Gas 

Control.  The reason listed as “Plant #1 down for repairs” was true, but 

perhaps calling it “temporary upset of pipeline operating conditions” would 

have better described the reason for the upset conditions. 

 

Q. Do you agree with the assertion that the Company has insufficient blending 

capacity as indicated on Page 7, lines 8-23 of Mr. Murray’s testimony? 

A. No.  What Mr. Murray does not reveal in his description of the operation, 

outside of the fact that there was a CO2 plant that was being rehabilitated over 

an extended period of time, is that there are operational issues that MGAT 

does not currently have the authority to control.  More specifically, if MGAT 

were able to limit the level of gas deliveries nominated to be delivered to 

Goose Creek, the balance of Kalkaska would not have been impacted during 

this period.  In order to allow all the nominations submitted to continue during 

this dispute, MGAT has nominated additional services for treating under the 

Interruptible Agreement, when CMS is able to provide such service.   

 

Q. Do you agree with the assertion that MGAT had no incremental costs to 

offset blending revenues as stated on Page 7, lines 25-28 of Mr. Murray’s 

testimony? 

A. No.  While the costs incurred by MichCon are not broken out specifically 

between direct treating services and blend treating services, MGAT incurs 
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costs via the Capacity Agreement in the form of reservation or demand 

charges and usage charges.  CMS refused to provide treating to 0.75% CO2 

for shippers that request a contract directly from CMS, instead of via an 

ASATT, at the same price offered under an ASATT.  CMS is also indicating 

that services provided under a treating agreement directly with CMS will 

receive a higher priority than gas treated under the Capacity Agreement that 

MGAT has with CMS for which MGAT pays reservation charges. 

 

Q. Do you agree that MGAT is attempting to impose a 0.75% standard on 

Quicksilver as asserted on Page 8, lines 2-4 of Mr. Murray’s testimony? 

A. No.  MGAT is not imposing a 0.75% standard; MGAT is indicating the 

requirements to be requested for treating services under an ASAT.  The actual 

standard that was approved by the MPSC in the ASAT agreements, which 

were filed in Case No. U-10547 and executed prior to the AEP being placed in 

service, was 2% or less at both the delivery and receipt points, with no option 

for downstream treating.  The only standard for treating services is based on 

the Capacity Agreement for treating ASATT gas to a level of 0.75% at the 

treating facility to assure that the required facilities to maintain the 2% or less 

CO2 standard at the delivery points would be maintained even with gas 

blended downstream of the treating facilities. 

 

Q.  What does Mr. Murray’s testimony on page 8, lines 7-24, infer with regard 

to CMS having the ability to commit to a higher level of service for 

Dominion? 

A. CMS has apparently promised that gas will be provided a higher level of 
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service, under an agreement directly with CMS, than what CMS is providing 

MGAT for identical treating services associated with the AEP.  CMS has 

chosen to treat contracts with parties requiring no long term reservation 

payment as having a higher overall priority than for the services provided 

under an agreement with reservation payments, which does not make much 

sense.  CMS cannot place those parties at a higher level of service than 

MGAT since MGAT has a comparable firm service agreement and should be 

treated the same if an interruption were to occur.  On both Exhibits FMM-6 and 

FMM-7, another imposed standard that applies only to MGAT can be seen, as 

CMS reduces the capacity level available, not based on the 260 MMcf/d 

provided in the Capacity Agreement, but with a breakdown of what CMS 

indicates are MDQ and Overrun volumes, terms not defined in the Capacity 

Agreement.  Effectively, this again takes the only customer paying reservation 

type demand charges, in order to support the financing of the plants, and gives 

that customer a lower priority than other customers for services that do not pay 

reservation or demand charges, only commodity charges. 

 

Q. Would you please respond to Mr. Murray’s statement as to the level of 

treating received by gas delivered to CMS under the ASATT agreements 

on Page 8, line 27 through Page 9, line 3? 

A. All gas delivered under the Capacity Agreement is treated to a level of 0.75% 

CO2 under the terms of that agreement.  This provides that the gas will be at 

2% or less CO2 at the delivery points.  While there is no specific reference to 

the level of treating received, the actual level of service performed is clear from 

the Capacity Agreement. 
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Q. If gas from another pipeline system is switched over to the AEP, as 

described on Page 9, lines 3 through 10 of Mr. Murray’s testimony, does 

that change the requirements for the AEP? 

A. No.  To insinuate that the level of service provided under different agreements 

with another pipeline and processing plant set the requirements for 

transportation and treating services on any other pipeline or treating facility is 

quite a stretch.  The operation required from the Bagley plant, which delivered 

gas into MichCon’s Gaylord pipeline, is irrelevant to the operational 

requirements of the AEP. 

 

Q. Do you agree with Mr. Murray’s description of the requirements for 

Paxton and Chevron on Page 9, lines 19-24? 

A. No.  Paxton has an agreement with the language, not approved by a MPSC 

order, allowing treating to a maximum of 2% CO2 at a downstream treating 

plant, if the gas at the receipt point exceeds 2%.  Chevron does not have an 

ASAT with MGAT. 

 

Q. What are the issues behind the Aurora production referenced on Page 9, 

lines 29 of Mr. Murray’s testimony? 

A. Aurora’s production is currently tied in to the Wet Header, not the AEP, and 

requested that they be allowed to test out their production from new wells prior 

to long term arrangements for treating facilities to be constructed or pipelines 

to be built.  The gas flowed in May 2006 with a CO2 content of 1.53%, which is 

below the required level on the Wet Header.  The agreement is of a short term 
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nature, currently month to month. 

Q. What would you project to be the incremental revenue to CMS if 

Quicksilver was to execute a treating agreement at $0.11/Mcf for the 

Bagley production on an annual basis? 

A. CMS would realize approximately $16,000 on an annual basis, assuming a 

$0.02/Mcf revenue increase and a May 2006 flow rate of 2,260 Mcf/d based on 

an annual decline rate of 6.6%.  This would be in addition to approximately 

$74,000 CMS currently receives for the services performed for the Bagley 

production under the agreement with MGAT. 

 

Q. What is missing from Mr. Fogle’s testimony on Page 4, lines 2-6, 

characterizing what MGAT priced the CO2 treating service to provide and 

what would be accepted? 

A. What is missing is the fact that the shippers contracted with MGAT to meet the 

shippers’ obligation to satisfy the 2% or less standard at the delivery points.  

MGAT signed the Capacity Agreement with CMS to provide treating to a level 

of 0.75% CO2 to ensure the requirement would be met.  The MPSC received 

and approved the standard for ASAT agreements providing 2% or less at both 

the receipt and delivery points. 

 

Q. Would you agree that the Niagaran gas provides a safety net on the AEP, 

as suggested by Mr. Fogle on Page 4, lines 8-9? 

A. The Niagaran gas that is received for transport on the AEP is all located 

upstream of the CMS treating plant, and thus does not provide a safety net to 

reduce the outlet stream, as this gas is commingled upstream of the plant. 
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Q. What should be added to clarify Mr. Fogle’s testimony on Page 4, lines 

11-16 in regards to CO2 plant operations? 

A. While some CO2 treating plants do bypass a portion of the inlet volume to be 

blended with the downstream outlet of the gas, the majority of the volumes 

received at the CMS plant flow through the treating plants, with only a marginal 

portion not flowing through the plants.  A prudent CO2 treating plant operator 

would maintain a margin of safety in its operations to keep within its 

downstream requirements, and is not likely to aim for 2%, with or without 

blending.  As MGAT does not operate the CMS plants, it is unable to control 

the outlet CO2 level, but the blend gas Mr. Fogle references for the AEP is 

actually the untreated production downstream of the plant. 

 

Q. Would you clarify Mr. Fogle’s response on Page 5, lines 2-5 regarding 

treating at CMS? 

A. Yes.  CMS provides treating to a level of 0.75% for all volumes received under 

the Capacity Agreement.  MGAT does not earmark specific revenue to pay 

CMS for the services provided. 

 

Q. What is inferred by Mr. Fogle’s testimony on Page 5, lines 7-9? 

A. It appears that CMS is offering assurance to producers that it will give them a 

higher level of service than it gives to MGAT. 

 

Q. Do you agree that MGAT is passing a burden on to producers as 

suggested by Mr. Fogle on Page 5, lines 9-16? 
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A. No.  Shippers have always had the obligation to deliver gas to meet pipeline 

CO2 requirements (just like dehydration and compression) before a pipeline 

will accept gas for transportation   It is the shippers’ ultimate responsibility to 

remove CO2 from their gas.  MGAT did not choose blending for production 

downstream of the treating facilities.  The MPSC authorized the blending of 

gas in order to minimize the required pipeline lateral and CO2 processing 

facilities that would be required if blending were not a part of the operation of 

the AEP.  Allowing blending avoided additional expenses and charges that 

would have been recovered from all the producers flowing gas on the AEP.  

This burden has been carried by all the parties involved with the AEP, 

including all the producers and the operator.  CMS providing contracted 

treating service to levels not to be below 2% CO2, instead of at the same level 

provided to MGAT (0.75% CO2) is exacerbating the problems with maintaining 

the 2% or less at the delivery points from the AEP. 

 

Q. Would you clarify the description of the services provided by MGAT on 

the AEP by Mr. Shumway on Page 3, lines 11-14? 

A. Yes.  Many of the Receipt Point locations are actually transported on various 

non-MGAT pipelines prior to transportation on the AEP. 

 

Q. While the order provides that MGAT not discriminate for transportation 

on the AEP in Mr. Shumway’s testimony on Page 4, lines 1-5, what was 

provided in the transportation only contracts originally included in case 

U-10547? 

A. The original ASAT agreements provided transportation only services and 
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required that the gas be at 2% or less both at the receipt points and the 

delivery points.  No provision for downstream treating or a required level of 

treating was provided. 

 

Q. Do you agree with Mr. Shumway’s statement on Page 4, lines 21-24 that a 

dedication of reserves is for the term of the (ASATT) contract? 

A. No.  The actual term of the dedication of reserves is spelled out in the dedication 

agreement itself, which is a separate negotiated agreement.  These are more 

typically given with a term of the life of the reserves or the life of the pipeline. 

 

Q. How are the Vienna and Turtle Lake CO2 treating plants operated and 

why would the suggestions of Mr. Shumway on Page 6, line 17 through 

Page 7, line 6 not be an effective means of increasing the blending 

capability on the AEP? 

A. The operation of the Vienna CO2 treating plant, owned by a MGAT affiliate, 

provides that the outlet of the facility flows into the AEP via a connection 

downstream of the Vienna plant’s outlet.  The outlet of the plant can flow to 

three pipelines: the Wet Header system, ANR Pipeline Company (“ANR”) or 

the AEP.  As the shippers on the Vienna system contract to have the gas 

transported on the AEP, the gas flows to that location.  Delivering the gas to 

the Wet Header or ANR would entail additional costs, which would need to be 

contracted for separately, at additional cost to the shippers that requested 

such transportation service. 

 

 The Turtle Lake CO2 processing plant is also owned by an affiliate of MGAT, 
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and operates in a manner to provide out of specification (“OOS”) treating 

services to shippers on the AEP.  OOS means that the CO2 content of the gas 

exceeds 14% at the receipt point.  Turtle Lake provides OOS service to bring 

the CO2 content back within the specification of 14%, prior to treating at the 

CMS plant. 

 

 The suggestion of using these gas streams to blend gas at delivery points is not 

worth pursuing further for the reasons that follow.  Turtle Lake provides an OOS 

service for shippers upstream of the CMS plant.  If that gas is diverted directly to 

the AEP downstream of the CMS plant, the volumes flowing to CMS would 

remain OOS.  This suggestion would not enhance the AEP’s ability to blend at 

delivery points. CMS calculates a level of CO2 at their plant outlet based on the 

volumes flowing through the plant and the level of treating it provides to those 

volumes.  CMS would recalculate the treating level at the outlet of their plant 

based on the Turtle Lake diverted volume not being a part of the CMS plant inlet 

stream, resulting in an even larger problem if the Turtle Lake outlet is greater 

than 0.75%.  Similarly, the Vienna plant is contracted to deliver volumes into its 

connection to the AEP, and flowing the volumes into ANR or the Wet Header 

would not necessarily enhance the ability of the AEP to blend volumes at the 

delivery points similar to a diversion of the Turtle Lake volumes. 

 

Q. What is the current situation with the Wet Header shippers described on 

Page 7, lines 20-23 in Mr. Shumway’s testimony? 

A. These producers are currently under month to month treating agreements with 

an affiliate of MGAT.  The producers were informed that they would need to 
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find long term treating arrangements for their production.  It is my 

understanding that the majority of the production under these agreements will 

be treated at a new facility under construction as part of a new Niagaran gas 

treating facility that will replace the existing one at Kalkaska. 

 

Q. Do the shippers have no control and are they subject to a new policy as 

suggested on Page 8, lines 5-9 of Mr. Shumway’s testimony? 

A. No.  The shippers control their nominations, which actually control the 

requirements behind the physical flow and delivery of gas.  The policy is 

actually a reversion attempting to mirror the originally approved ASAT 

agreement’s requirement of 2% or less at the receipt and delivery points,  

requiring that treating facilities downstream of the receipt points provide the 

same level of CO2 removal provided under an ASATT agreement. 

 

Q. Would diverting the outlet of the Wilderness-Chester Limited Partnership 

CO2 removal facility Mr. Shumway mentions on Page 8, line 20 through 

Page 9, line 2 help in the blending capability of the AEP? 

A. No.  This plant operates in a manner that it would be unable to directly deliver 

to any downstream pipeline requiring 2% or less CO2, and would be unable to 

provide any blending capability to any pipeline. 

 

Q. What can you add to Mr. Shumway’s description of the Quicksilver 

production formerly treated at the Bagley plant on Page 10, lines 1-10? 

A. Production treated at a different plant on a different pipeline that is brought to 

the AEP must agree to the terms and conditions specified for the AEP, 
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regardless of what was provided at the other plant.  The production mentioned 

must be evaluated as to CO2 content, volume and location as to MGAT’s 

capability to transport the volumes.  The other ASAT agreements were a 

divergence from the original filed agreements signed under the knowledge that 

Antrim volumes requiring treating services exceeded 260 MMcf/d, MGAT’s 

capacity level under the Capacity Agreement. 

 

Q. Would you clarify what MGAT’s position is in relation to Mr. Shumway’s 

response on Page 10, line 17 through Page 11, line 2? 

A. Yes.  MGAT is not in fact enforcing a new policy as described above, just 

attempting to maintain the original intent of the contracts on the AEP.  If a 

producer wants to supply its own treating arrangements, it needs to make 

them at the same level provided to MGAT at the CMS plant, to ensure the 

system operates within the 2% or less specification at the delivery points.  An 

ASATT agreement asks MGAT to treat on the shippers’ behalf and MGAT 

receives treating to a level of 0.75% CO2 at the CMS plant.  The requirement is 

inherently contained in the ASATT based on the service provided under the 

Capacity Agreement. 

 

Q. Do you agree with Mr. Shumway’s assertion of a violation of Act 9 on 

page 11, lines 8-20? 

A. No.  The 0.75% CO2 requirement for treating is compatible with the original order 

requiring 2% or less at the delivery points.  That is what is provided under the 

treating services under the Capacity Agreement utilized for all ASATT gas that 

receives treating services at the CMS plant.  Effectively, treating to 0.75% places 
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ASAT and ASATT shippers under the same requirements. 

Q. Do you agree with the statements made by Mr. Shumway on Page 11, 

lines 23 through Page 12, line 3? 

A. No.  MGAT is not providing a preference to shippers with ASATT agreements 

over ASAT agreements.  MGAT is simply requesting that going forward all 

ASAT agreements provide the same level of treating, 0.75% CO2 at the plant 

outlet, which is provided for all ASATT gas treated under the Capacity 

Agreement.   

 

Q. Would you agree Mr. Shumway’s assertion that MGAT’s actions in 

requiring treating to 0.75% violate the standards in effect since the 

certification of the AEP on Page 9, lines 5-12? 

A. No.  In fact, this is a return to the standards in place at the time of the AEP’s 

certification.  The ASAT agreements allowing treating downstream of the receipt 

points, instead of 2% or less at both receipt and delivery points, to a different level 

than provided to ASATT production treated downstream of the receipt points, is 

the cause of the current problem.  These ASAT agreements in the period of 

1998, appear to have been part of various issues between the producers and 

MichCon at the time.  They occurred in a time when production levels on the AEP 

were well above the 260 MMcf/d provided under the Capacity Agreement, and to 

the extent that the volumes had continued at that level, may have been less of an 

issue than is currently at hand.  It is further unclear if a treating agreement stating 

that the treating will occur to provide a minimum level of CO2 of 2% at the outlet 

meets the requirement of not exceeding 2% CO2.  Any marginal violation in the 

level of CO2 at the outlet of the plant could be considered a violation of that 
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requirement and result in shutting in all production flowing through the plant under 

that situation. 

Q. Is MGAT responsible for increased treating costs as asserted on Page 

12, lines 15-23? 

A. No.  If a third party has rates for services that are not within the bounds of what 

MGAT can offer and provide, MGAT has no ability to control that third party.  

When the same party provides a service to MGAT and is unwilling to offer the 

same service under the same terms, it would appear that that party is the 

responsible one, both for discriminating and for any additional charges for the 

service.  Asserting that MGAT’s AEP is a monopoly system following a 

statement that a third party will charge higher rates to meet the services 

provided under an agreement with MGAT that includes treating is absurd.  To 

some extent, if Quicksilver desires that every change to terms and conditions 

requires MPSC approval, then all the ASAT agreements with gas quality 

conditions other than 2% or less at both receipt and delivery points should 

return to the same language.  The alternative offered would be to sign an 

ASATT agreement as originally offered as the only alternative to an ASAT on 

the AEP. 

 

Q. Are Quicksilver and Terra limited and forced to incur higher costs than 

under the conditions established under U-10547 as asserted by Mr. 

Shumway on Page 13, lines 7-20? 

A. No.  In fact, the approved agreements under U-10547 were an ASATT 

providing deliveries of gas at 2% or less, and an ASAT agreement providing 

transportation only with a requirement of 2% or less at each receipt and 
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delivery point.  Any additional costs incurred by Quicksilver and Terra are 

outside of the control of MGAT.  MGAT has offered to extend service under an 

ASATT agreement providing treating services under the Capacity Agreement, 

which results in an outlet of 0.75% CO2.  To the extent Quicksilver and Terra 

were offered more reliable service at the same treating facility MGAT has a 

long term agreement with required minimum monthly payments through 2010, 

reflects discrimination on the part of the party offering treating services, not 

MGAT. 

 

Q. How do the various facts throughout your testimony reconcile with the 

matters of the case? 

A. The Commission gave the operational responsibility for maintaining the level of 

CO2 at all delivery points to MGAT under the initial Commission Order related 

to authority to construct the AEP.  The Commission has reinforced that point in 

the interim and MGAT retains the operational responsibility to maintain that 

standard today.  The methodology for achieving that standard also remains 

with MGAT, which makes the decisions necessary to maintain the proper and 

mandated operation of its facilities.  It is MGAT’s operational responsibility to 

meet the 2% or less CO2 specification at the delivery points off of the AEP.  By 

the MPSC allowing gas to be blended, the producers saved from investments 

in additional pipeline and treating facilities that would have been a part of the 

AEP.  The original ASAT agreements required that the gas have 2% or less 

CO2 at both the delivery and the receipt points.  The only agreement allowing 

treating services was the ASATT, which received treating services at CMS to 

0.75% CO2 at the outlet of the plant.  This insured that any additional facilities 
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that would otherwise be required, such as lateral pipelines or treating plants at 

locations other than South Chester, would not be needed to attain the 2% or 

less CO2 at the delivery points required with the approval of the AEP. 

 

Q. Does this complete your testimony? 

A. Yes. 
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