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Rebuttal Testimony Of Thad Shumway 1 
On Behalf Of 2 
Quicksilver Resources, Inc. and Terra Energy, LTD. 3 
 4 
Q. What is the purpose of your rebuttal testimony? 5 

A. I will respond to the testimony of Todd F. Persells and Arthur Lyle, III. 6 

Q. Are you sponsoring any exhibits? 7 

A. Yes, I am sponsoring the following: 8 

1. Antrim Gas Transportation Agreement dated January 1, 2006 between 9 

Dominion Reserves, Inc. and MichCon Gathering Company (referred to 10 

herein as Exhibit TRS-7). 11 

Q. Where did you get Exhibit TRS-7? 12 

A. Exhibit TRS-7 is an accurate copy of an ASAT provided to Complainants by 13 

Respondents during discovery in this case. 14 

Q. What is significant about TRS-7? 15 

A. The CO2 specifications are different than those contained in other ASATs and 16 

ASATTs that Respondents have entered into. 17 

Q.  On Page 10, lines 11-20, Mr. Lyle says MGAT is not imposing a .75% standard.  18 

Do you agree with that testimony? 19 

A.  No.  Mr. Lyle states the MGAT is not imposing a .75% standard, and then says 20 

MGAT is requiring CO2 treating to .75% under the terms of an ASAT. The net 21 

effect is the same thing.  Mr. Lyle goes on to say that Case No. U-10547 set 22 

standards approved by the MPSC for deliveries to the AEP at 2% or less under 23 

ASAT agreements and .75% for ASATT agreements based on the Capacity 24 

Agreement.  The order for Case No. U-10547 does not set any quality 25 

specifications for gas delivered by shippers to the AEP, nor does it mention 26 
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ASATT or ASAT agreements, or the Capacity Agreement.  Mr. Lyle’s testimony 1 

implying that such standards were set and approved by the MPSC is not 2 

accurate.  The conditions for transportation service were set by the agreements 3 

executed by MGAT and the shippers (ASAT and ASATT). 4 

Q.  Do you agree with Mr. Lyle’s statements on page 15, line 4-5, wherein he states 5 

MGAT did not choose blending for production downstream of the treating 6 

facilities? 7 

A.  No.  Pursuant to the ASATTs, MGAT contracts with Shippers to receive gas at 8 

the Receipt Points and redeliver it to Shippers at the Delivery Points with MGAT 9 

being responsible for the CO2 treating in between those locations.  MGAT is the 10 

party that made all physical decisions on how to accomplish that result.  MGAT 11 

makes the decisions to have either (1) have the gas treated at the CMS plants, 12 

(2) have the gas treated at the Turtle Lake plant, (3) have the gas blended with 13 

other gas to meet the specifications or (4) contract for lower CO2 outlet 14 

specifications with CMS in order to achieve the requirements at the Delivery 15 

Points.  Decisions on blending and outlet specifications for the Capacity 16 

Agreement are solely with MGAT’s power, not the shippers. 17 

Q.  Do you agree with Mr. Lyle’s description of the original intent of the contracts for 18 

the AEP on page 19, lines 10-18? 19 

A. No, the shippers never intended that the quality provisions for transportation be a 20 

moving target based on the needs of MGAT. The shippers knew the downstream 21 

pipeline requirements for CO2 content was 2% or less, and they contracted with 22 

either MGAT or others to meet that need.  MGAT’s allowance of higher CO2 23 

content gas into the Wet Header, Saginaw Bay and the expiration of certain 24 
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ASATT agreements has caused MGAT to attempt to change its conditions of 1 

service on the AEP without the approval of the Shippers or the Michigan Public 2 

Service Commission.  Mr. Lyle’s statement that it was “the original intent of the 3 

contracts on the AEP. If a producer wants to supply its own treating agreements, 4 

it needs to make them at the same level provided to MGAT at the CMS plant. . .” 5 

was certainly not the original intent of the Shippers on the AEP.  Furthermore, to 6 

claim as Mr. Lyle has that “an ASATT agreement asks MGAT to treat on the 7 

shippers’ behalf and MGAT receives treating to a level of .75% at the CMS plant.  8 

The requirement is inherently contained in the ASATT based on service provided 9 

under the Capacity Agreement” imposes similar conditions on the shippers is 10 

unfounded. The ASATT shippers were not a party to the Capacity Agreement nor 11 

were they aware of the Quality Provisions contained therein.  MGAT’s attempt to 12 

now require the different quality provisions is nothing more that MGAT’s failure to 13 

properly manage its system, given the level of obligations to existing ASATT 14 

parties, and its obligation to provide non-discriminatory transportation services 15 

under the provision of Act 9.  MGAT’s claim that the order in Case No. U-10547 16 

allowing them to blend gas to meet the quality specifications at the Delivery Point 17 

gives them the authority to alter the quality specifications on the shippers on the 18 

AEP is unsupported by the language of Case No. U-10547.  Pages 40 thru 50 of 19 

the order for Case No. U-10547 discusses the location of CO2 treating facilities 20 

and blending of gas to optimize CO2 processing operations. Nowhere does it 21 

reflect the authority sought by MGAT or granted by the commission to lower the 22 

quality specifications on the producers in order for MGAT to achieve its delivery 23 

point obligations.  Also, MGAT is now taking the position that it may use the AEP 24 
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with lower CO2 content gas to blend gas with separate pipeline systems (the Wet 1 

Header at 2.74% and Saginaw Bay with 2.01%) to meet the MichCon pipeline 2 

system tariff requirements. The AEP shippers have clearly met their obligations 3 

to remove CO2 from the AEP as the first downstream delivery point (CMS – 4 

Goose Creek) is 1.68% (see FMM Exhibit 3). It is only when MGAT has the 5 

commingled gas stream from the Wet Header, and Saginaw Bay that causes 6 

MichCon to be in danger of not meeting its obligations to be 2% or less at the 7 

delivery points.  8 

Q.  Do you agree with Mr. Persells’ statement on page 8, line 16-19? 9 

A.  No. MGAT did not require producers to enter into reserve dedications at all. 10 

Producers were required to enter into reserve dedications if they wanted to 11 

receive firm transportation service, not as a requirement to get the system 12 

constructed. 13 

Q.  Do you agree with Mr. Persells’ statement on page 9, line 3-4? 14 

A.  No. MGAT could have sought a rate redetermination if the transport volumes 15 

were insufficient to cover the financial risk. 16 

Q. Does this complete your testimony? 17 

A. Yes, it does. 18 
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