MGETaIks Business

New natural gas resources are harder to reach and cost more to drill

than existing wells.

The sustained levels of high natural
gas prices have made the winter
of 2004-05 a budget challenge for
businesses. Perhaps the only favorable
news is that moderating temperatures
eased the situation. In early November,
MGE predicted energy bills could be,
on average, 24% higher than last year.
As of mid-January, that increase had
eased to about 7%.

“We've been managing price risk
for our customers with the tools that
are available to us,” said Jeff Keebler,
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MGE’s Fuels Procurement Director.
“But the prices are driven by factors
outside our control, such as weather,
which drives demand.”

The impact of weather has been
evident on market prices. The
NYMEX futures’ prices for January
were as high as $9.90 per dekatherm
on October 26 but moderated to
$6.21 by the end of December.
Prices have remained near that level
since then, he said. “Because the
market lacks the excess production
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capacity of the early 1990s, the mere
potential of an increase in demand
can trigger sudden and extreme
volatility,” Keebler noted.

Demand is also driven by the use
of natural gas as a clean fuel source
to generate electricity. In Wisconsin,
for example, natural gas use in
power plants has increased fivefold
from the early 1990s. Nationwide,
use in power plants is predicted to
increase by more than 50% by 2020.

The push to increase supply is
affected by both market and political
constraints. “Although drilling for
natural gas is at record levels, most
of the drilling is to replace gas from
depleting wells, not bringing new
supply to the market,” Keebler noted.
“New domestic sources are typically
harder to reach and cost more to
drill than historic sources, which also
increases costs to consumers.”

In the mean time, MGE’s strategic
policies help reduce vulnerability.
MGE buys gas for storage during
late spring and throughout summer
to ensure adequate supplies. It helps
to hedge against uncertain prices
during November through March.
About a third of our winter gas sup-
ply is acquired this way.

MGE uses a price-hedging strategy
for another third of its gas purchases
to further reduce vulnerability to
extreme price swings.
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New energy-saving
resources at mge.com

The updated business section of
mge.com offers an expanded library
of energy management tools. Learn
how to improve productivity and cut
your utility bills with equipment and
maintenance recommendations. The
information you need to start your
plan is all in one easy-to-use location.

New energy-saving Product and
Maintenance Guides offer practical
advice geared to busy facility managers,
business owners and maintenance
personnel. They're structured so you
can find answers quickly, anytime
you're online. Recommendations
(and potential savings) are in three
key areas:

» Operations and maintenance
Detailed steps to improve equip-
ment performance for HVAC,
lighting, motors and building
shell. Includes recommended
maintenance practices.

o Energy advice by business type
Compare your business to others
in your industry. Sections include
offices, hospitality industry, health-
care, supermarkets, schools and
small business.

« Equipment buyers’ guides
Offers purchasing criteria for
more than 50 technologies, from
adjustable-speed drives to window
film, centrifugal chillers to HID
lighting. Includes links to manu-
facturers’ Web sites.

To visit this new section of our
Web site go to mge.com/bizenergy.
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An ever-increasing humber of
customers are discovering that
using mge.com makes good
business sense. “Nearly a thou-
sand commercial customers
have enrolled in an online
account,” said Brad Nordeng,
MGE’s Senior Web Project
Manager.

Nordeng observed that the
addition last spring of energy-
use data and customer-con-
sumption histories have been
an important added value. "Since
adding this service, commercial
logins alone are up 109%,” he
added.

With an online account, access
is as simple as clicking on the
“MyAccount” button at mge.com.
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“Having energy use information
on the Web is very convenient
for customers,” Nordeng said.
“You can bring up your account
data at any time, 24 hours a
day, seven days a week.” For
every service address listed in an
MGE online account summary,
there are buttons to click for
viewing either account detail or
energy-use detail.

You can even download the
data from your online account
for record-keeping purposes.
Export options make it easy to
use this data in a database or
spreadsheet.

For more information, visit
mge.com or contact an MGE
Account Manager.
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Cogeneration facility nears completion

The new cogenerat/on fac:l/ty will
provide steam for heating and
cooling UW campus buildings and
serve as a vital new source of
electricity for our growing area.

Major construction is wrapping up
at the West Campus Cogeneration
Facility. We have moved rapidly
from focusing on construction to
preparing the natural gas-fired plant
for commercial operation.

“The overall project is on sched-
ule. We expect to begin producing
power for the community in late
spring,” said Don Peterson, MGE’s
Executive Director of Energy
Products and Services.

Commissioning the power plant
will require various inspections and
tests. These allow us to safely bring

the plant on-line. With a net capacity
of 150 megawatts, the cogen facility
will produce electricity for MGE’s
service territory and provide heating
and cooling to the UW-Madison
campus.

The cogeneration process is fuel-
efficient because it uses the residual
thermal energy wasted in standard
electrical power plants. It will be one
of the cleanest power plants in the
Midwest. MGE takes responsibility to
plan for a reliable energy supply for
today and tomorrow.

Blount Station achieves ISO certlﬂcatlon

Blount Station, MGE's 200-mega-
watt power plant, achieved ISO
14001 certification—an interna-
tionally recognized standard for
environmental management
systems (EMS).

Located just east of downtown
Madison, Blount Station is the
first power plant in Wisconsin to
receive ISO 14001 certification.

“Earning ISO 14001 certification
underscores our commitment
to environmental stewardship,”
said Gary Wolter, MGE’s Chair-
man, President and CEO. “Sound
environmental management is
a good business practice that
improves efficiencies and
reduces environmental risk.”

Blount earned certification fol-
lowing an independent, third-

party audit. ISO 14001 is a
voluntary standard that identifies
the key elements of an EMS. The
objective is to integrate the
EMS with a company’s overall
business processes and systems.
It establishes a permanent
framework that calls for annual
environmental goals and recer-
tification every three years.

MGE and Blount have had an
environmental management
program for years. The company
built on that program to estab-
lish an ISO 14001-based EMS
and train all employees.

The EMS encourages employees
to find better ways to perform

day-to-day activities, set envi-

ronmental goals and conserve

resources.

Blount Station’s ISO 14000 certifi-
cation underscores MGE’s envi-
ronmental commitment.



Have you wondered how your
business could use renewable
energy? Wisconsin’s Focus on
Energy program guides you
through the steps to make
clean and affordable renewable
energy a part of your energy

supply.

e Learning - Focus on Energy
provides information about re-
newable energy system options,
costs, financial incentives and
can help find a dealer/system
installer.

e Assessing - Will renewable
energy work well at your site?
Focus on Energy partners with
local energy experts who visit
and examine your site, then
suggest a renewable energy
system that works best for
your location.

e Deciding - Even after learn-
ing about different renewable
energy sources and having your
site assessed, Focus on Energy
can provide you with further
technical assistance and pro-
fessional advice in order to
answer every question you
have about renewable energy.

¢ Financing - Financial incen-
tives are available to help
reduce the cost of your renew-
able energy system. Whether
you qualify for a Cash-Back
Reward or an implementation
grant, Focus on Energy can
help lower the installation costs
of a new system.

No matter where you are in
the renewable energy decision-
making process, a visit to the
Focus on Energy Web site can

help provide the information you
need. Visit focusonenergy.com
or call 800-762-7077.
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MGE installed solar systems to
help students and customers
learn about how solar energy
works in our area. Pictured is
the solar system on the Dane
County Arena.

If you would like to receive an electronic version of MGE Talks Business, complete this form and fax it to
252-7098. Or subscribe online at mge.com. Go to the business section and click on Contact MGE.
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Madison Gas and Electric Co.

P.O. Box 1231
Madison, WI 53701-1231
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