Drew Fossum's draft response to Conoco Interrogatory #9

9.
Regulatory conditions and related gas market conditions prevailing in 1994 gave Northern the option either to terminate its merchant business or to risk incurring massive losses and possible regulatory sanction such as prudence disallowance of its gas purchase costs.  Northern, as a prudently run business, conformed its business operations to the regulatory and commercial environment and curtailed its sales function.  By 1999, the gas market and regulatory rules had evolved to the point that Northern decided to reactivate its gas sales division to allow it to participate in market opportunities that may arise.  The most important regulatory and market change since 1994 is that Northern is no longer  subject to a "purchased gas adjustment" mechanism that requires it to simply pass through the costs of an above-market cost gas supply portfolio.  Northern is allowed, under current rules, to sell at market prices gas it purchases or gas that becomes available on Northern's  system due to customer imbalances, sales of line pack or surplus storage inventory.

