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STATE OF ILLINOIS 

 

ILLINOIS COMMERCE COMMISSION 

 

________________________________________________________________________ 

IN RE:      ) 

      )   DOCKET NO.  11-0761 

MIDAMERICAN ENERGY COMPANY ) 

________________________________________________________________________ 

 

 DIRECT TESTIMONY 

 OF 

 DAVID J. BADURA 

 

Q. Please state your name, title and business address. 1 

A. My name is David J. Badura. I am employed as Director, Gas Supply Planning, 2 

MidAmerican Energy Company (MidAmerican or Company), 4299 NW 3 

Urbandale Drive, Urbandale, Iowa, 50322. 4 

Q. Please describe your education and business experience. 5 

A. My formal education consists of a Bachelor of Arts degree in Economics 6 

and Mathematics from Creighton University.  I have also completed 7 

graduate coursework at Creighton University.  I have completed a number 8 

of industry-related conferences and seminars throughout the years.  9 

Q. Please briefly state your employment background. 10 

A. I joined MidAmerican on November 1, 2001 as a Portfolio Analyst 11 

responsible for a multitude of activities including trading of natural gas to 12 

optimization of MidAmerican’s assets.  In September 2002, I was named 13 

Director, Gas Supply Planning.  In this function I am responsible for 14 

purchasing gas supplies, representing MidAmerican in federal and state 15 
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regulatory activities and contracting with interstate pipeline companies to 1 

provide transportation and storage services for MidAmerican’s regulated 2 

gas customers.  Prior to joining MidAmerican I was employed by 3 

Northern Natural Gas Company (Northern) from June 1968 through 4 

December 2000.  During my tenure with Northern, I was a Systems 5 

Analyst involved in the development of gas supply computer systems, and 6 

Supervisor of Market Systems where I was responsible primarily for the 7 

development and maintenance of Northern’s billing and load forecasting 8 

systems.  I then moved to a new position within Marketing where I was 9 

an Account Executive responsible for providing gas supply and 10 

transportation service to local distribution companies (LDCs) and 11 

intrastate pipelines.  I was then promoted to Director of Marketing and 12 

later Regional Vice President of Marketing responsible for providing 13 

transportation services for LDCs in the Midwest that were served by 14 

Northern. 15 

Q. What are your responsibilities in your current position as Director of Gas 16 

Supply Planning? 17 

A. As Director of Gas Supply Planning, my responsibility is to ensure low cost, 18 

reliable natural gas supply service to MidAmerican’s regulated customers.  My 19 

responsibilities include managing the Company’s natural gas supply contracts, 20 

pipeline transportation contracts, leased storage contracts, hedging activities, 21 

purchases of gas supplies and pipeline balancing services.  I am also responsible 22 

for reviewing and participating in state and federal proceedings that are 23 

anticipated to have an impact on MidAmerican’s natural gas business. 24 

Q. What is the purpose of your prepared direct testimony? 25 

A. The purpose of my prepared direct testimony for the 2011 purchased gas 26 

adjustment (PGA) reconciliation period is to cover three major areas related to the 27 

procurement of natural gas supplies for MidAmerican’s regulated customers.  28 

First, I will provide a brief description of MidAmerican’s natural gas business, 29 

including a review of the service territory served by MidAmerican.  Second, I will 30 

discuss the steps taken by MidAmerican to ensure low cost, reliable natural gas 31 
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service to our customers.  Finally, I will discuss steps taken by MidAmerican to 1 

reduce natural gas price volatility for MidAmerican’s PGA customers. 2 

 3 

MIDAMERICAN’S NATURAL GAS BUSINESS 4 

 5 

Q. Please briefly describe the gas business of MidAmerican, its service territory 6 

and the interstate pipelines serving these areas. 7 

A. MidAmerican provides natural gas service to approximately 712,400 regulated 8 

customers in the states of Iowa, Illinois, South Dakota and Nebraska.  9 

MidAmerican serves approximately 65,600 regulated customers in the state of 10 

Illinois in the cities of Rock Island, Moline and the surrounding areas.  In Iowa, 11 

MidAmerican’s service areas include the cities of Bettendorf, Cedar Rapids, 12 

Davenport, Des Moines, Fort Dodge, Fort Madison, Iowa City, Oskaloosa, 13 

Ottumwa, Sioux City, Waterloo and the surrounding areas.  In South Dakota, 14 

MidAmerican’s service area includes the cities of Sioux Falls, Yankton, 15 

Vermillion and surrounding areas.  In Nebraska, MidAmerican serves two 16 

communities. 17 

  During 2011, MidAmerican received direct natural gas service from four major 18 

interstate natural gas pipelines, Northern Natural Gas Company (Northern), 19 

Natural Gas Pipeline Company of America (Natural), ANR Pipeline Company 20 

(ANR) and Northern Border Pipeline Company (Northern Border) for the 21 

transportation of MidAmerican’s gas supplies directly into its distribution system.  22 

Specifically, MidAmerican has dual interconnections with Natural and Northern 23 

to serve the Des Moines area, a three-way interconnection with Natural, Northern 24 

and Northern Border to serve the Cedar Rapids and Iowa City areas; a four-way 25 

interconnection with ANR, Natural, Northern and Northern Border to serve the 26 

Quad Cities metropolitan area, which consists of the cities of Davenport and 27 

Bettendorf in Iowa and Moline and Rock Island in Illinois; and single 28 

interconnections with ANR, Natural and Northern to serve all other areas of our 29 

service territory.  In 2011, approximately 10% of the Company’s total gas 30 

purchases were consumed in Illinois. 31 
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MIDAMERICAN’S ACTIONS TAKEN TO  3 

MINIMIZE COST AND ENSURE RELIABILITY 4 

 5 

Q. How has MidAmerican attempted to minimize its purchased gas costs during 6 

the PGA reconciliation period? 7 

A. MidAmerican minimizes its purchased gas costs by:  8 

1) Using a competitive request for quotation (RFQ) process when purchasing 9 

supplies for the upcoming winter season.  This process allows MidAmerican to 10 

purchase natural gas at prevailing market prices from credit worthy counterparties 11 

which include both natural gas producers and marketers.  12 

2)  On a daily basis, managing the purchase of low cost supplies utilizing primary 13 

receipt point interstate pipeline transportation capacity.  14 

3)  Finally, on a daily basis, making the decision to purchase low cost supplies 15 

utilizing secondary receipt point interstate pipeline capacity.   16 

Q. Please describe the steps that MidAmerican has taken with respect to its 17 

transportation costs to minimize the cost of natural gas purchases to its 18 

customers. 19 

A. As described on page 3 of my testimony, MidAmerican’s integrated distribution 20 

system has multiple pipeline interconnections which have provided competition 21 

for the interstate pipelines serving MidAmerican’s service territory.  22 

MidAmerican believes that substantial savings have been achieved from the 23 

ability to purchase from various supply sources which is a direct result of pipeline 24 

competition.   25 

Q. What steps has MidAmerican taken to ensure reliability of gas supply for its 26 

customers? 27 

A. MidAmerican continues to operate with a mix of leased storage, firm 28 

transportation, no-notice balancing services and firm gas supplies delivered on 29 

four separate interstate pipelines.  This service and supply mix provides access to 30 

multiple production supply regions to meet MidAmerican’s firm customer 31 
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demands.  MidAmerican also operates three liquefied natural gas facilities for 1 

peaking and operational services.  Leased storage and firm transportation services 2 

were purchased from Northern, Natural, Northern Border and ANR to enhance 3 

supply and system diversity.  MidAmerican also maintains a supply portfolio that 4 

includes supplies from the Rocky Mountain area; Oklahoma, Kansas and Texas 5 

Panhandle supply area; on-shore Texas and Louisiana; off shore Gulf; and 6 

Canada. 7 

 8 

MIDAMERICAN’S ACTIONS TAKEN TO 9 

MITIGATE CUSTOMER PRICE AND VOLUME RISK 10 

 11 

Q. What are some of the products MidAmerican has used to reduce the volatility 12 

of the cost of natural gas for its customers? 13 

A. MidAmerican designed and implemented a PGA 2011-2012 winter gas hedging 14 

plan to help stabilize PGA customers’ total bill costs and to minimize the effects 15 

that PGA customers experience from upward gas commodity price movements 16 

during the heating season.  A portfolio of financial hedging instruments 17 

consisting of New York Mercantile Exchange (NYMEX) futures, over the 18 

counter swaps, and options were used to mitigate the PGA customers’ risk 19 

associated with these adverse price movements.  In addition, fixed price supply 20 

packages were purchased for the upcoming heating seasons through March 31, 21 

2013.  During the 2011-2012 heating season, MidAmerican utilized financial 22 

instruments and fixed price supplies to hedge approximately 46% of gas 23 

customers’ anticipated winter usage.  Pipeline leased storage accounts represent 24 

approximately 19% of gas customers’ anticipated winter usage.  Therefore, a total 25 

of approximately 65% of customers’ anticipated winter usage was hedged for the 26 

2011-2012 heating season.  27 

Q. Please summarize the financial and storage hedging products used during 28 

the 2011-2012 heating season. 29 

A. During 2011-2012 heating season MidAmerican used a mix of financial 30 

instruments, fixed price supply purchases, and leased pipeline storage to provide 31 



MidAmerican Exhibit 2.0 
PUBLIC 

 6

protection for its customers from price spikes during the heating season.  Through 1 

financial products, MidAmerican fixed a portion of its natural gas prices in 2 

advance.  MidAmerican purchased a variety of financial options to provide 3 

protection against price spikes in the winter which allow customers to benefit 4 

from lower price volatility.  Finally, MidAmerican purchased fixed price supplies 5 

for the winter.   6 

Q. Was the 2011-2012 hedging program successful?  7 

A. Yes.  The primary objective of MidAmerican’s 2011-2012 hedging plan, to 8 

protect customers from price spikes and to stabilize PGA customers’ total natural 9 

gas costs, was accomplished.  Due to the mix of financial instruments, fixed price 10 

supply purchases, and storage products in MidAmerican’s hedge plan, customers 11 

were protected by the volumes hedged from spiking natural gas prices during the 12 

winter as can be seen on Attachment A.   13 

Q. Please briefly discuss the interruption and curtailment activity experienced 14 

by MidAmerican’s customers during the 2011 PGA reconciliation period. 15 

A. MidAmerican did not curtail or interrupt service to any of its firm Illinois 16 

customers during the 2011 PGA reconciliation period.   17 

Q. Based on your review of MidAmerican’s natural gas procurement practices 18 

for 2011, have you formed an opinion concerning the prudence of these 19 

practices? 20 

A. Yes.  It is my opinion that MidAmerican employed prudent practices in all natural 21 

gas procurement functions during the 2011 PGA reconciliation period. 22 

Q. Does that conclude your prepared direct testimony? 23 

A. Yes. 24 
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