
ABOUT THIS PROSPECTUS 

This prospectus is part of a registration statement that we have filed with the 
Securities and Exchange Commission, or SEC, utilizing a “shelf’ registration or 
continuous offering process. Under this process, NiSource may offer shares of its 
common stock or preferred stock, and NiSource Finance may offer various series of its 
debt securities guaranteed by NiSource, from time to time using this prospectus and 
related prospectus supplements. These securities may be offered up to a total amount of 
$2.5 billion. 

This prospectus provides you with a general description of the common stock, 
preferred stock, debt securities and guarantees we may offer. Each time we offer 
securities, we will provide a prospectus supplement that will contain specific information 
about the terms of that offering. That prospectus supplement may include a description of 
any risk factors or other special considerations applicable to those securities. The 
prospectus supplement may also add, update or change information contained in this 
prospectus. If there is any inconsistency between the information in the prospectus and 
the prospectus supplement, you should rely on the information in the prospectus 
supplement. You should read both this prospectus and the applicable prospectus 
supplement together with the additional information described under the heading “Where 
You Can Find More Information.” 

The registration statement containing this prospectus, including the exhibits to the 
registration statement, provides additional information about us and the securities offered 
under this prospectus. The registration statement, including the exhibits, can be read at 
the SEC website or at the SEC offices mentioned under the heading “Where You Can 
Find More Information.” 

You should rely only on the information incorporated by reference or provided in this 
prospectus and the accompanying prospectus supplement. We have not authorized 
anyone to provide you with different information. We are not making an offer to sell or 
soliciting an offer to buy these securities in any jurisdiction in which the offer or 
solicitation is not authorized or in which the person making the offer or solicitation is not 
qualified to do so or to anyone to whom it is unlawful to make the offer or solicitation. 
You should not assume that the information in this prospectus or the accompanying 
prospectus supplement is accurate as of any date other than the date on the front of the 
document. 

References to “NiSource” refer to NiSource hc .  and references to “NiSource 
Finance” refer to NiSource Finance Corp. Unless the context requires otherwise, 
references to “we,” “us” or “our” refer collectively to NiSource and its subsidiaries, 
including NiSource Finance. References to “securities” refer collectively to the common 
stock, preferred stock, debt securities and guarantees of debt securities registered 
hereunder. 



WHERE YOU CAN FIND MORE INFORMATION 

NiSource files annual, quarterly and current reports, proxy statements and other 
information with the SEC. You may read and copy any document NiSource files at the 
SEC’s public reference rooms at 450 Fifth Street, N.W., Room 1024, Washington, D.C. 
20549, Seven World Trade Center, Suite 1300, New York, New York 10048, and 
Citicorp Center, 500 West Madison Street, Suite 1400, Chicago, Illinois 60661. You may 
obtain additional information about the public reference rooms by calling the SEC at 1- 
800-SEC-0330. In addition, the SEC maintains a site on the Internet (http://www.sec.gov) 
that contains reports, proxy statements and other information regarding issuers that file 
electronically with the SEC, including NiSource. 

You may also read reports, proxy statements and other documents relating to 
NiSource at the offices of the New York Stock Exchange at 20 Broad Street, New York, 
New York 10005. 

The SEC allows us to “incorporate by reference” information into this prospectus. 
This means that we can disclose important information to you by refemng you to another 
document that NiSource, or one of its corporate predecessors, NiSource Inc. 
(incorporated in Indiana) and Columbia Energy Group, has filed separately with the SEC. 
The information incorporated by reference is considered to be part of this prospectus. 
Information that NiSource files with the SEC after the date of this prospectus will 
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automatically modify and supersede the information included or incorporated by 
reference in this prospectus to the extent that the subsequently filed information modifies 
or supersedes the existing information. We incorporate by reference our Current Reports 
on Form 8-K dated November 1,2000, November 3,2000, November 6,2000 (as 
amended November 7,2000) and November 7,2000 and any future filings we make with 
the SEC under sections 13(a), 13(c), 14 or 15(d) ofthe Securities Exchange Act of 1934 
until we sell all of the securities. We also incorporate by reference the following 
documents filed with the SEC by our corporate predecessor NiSource Inc. (incorporated 
in Indiana) (SEC File Number 1-9779): 

- NiSource’s Annual Report on Form 10-K for the fiscal year ended December 31, 
1999; 

NiSource’s Quarterly Reports on Form 10-Q for the fiscal quarters ended March 3 1, 
2000, June 30,2000 and September 30,2000; 

NiSource’s Current Reports on Form 8-K dated February 14,2000, February 24, 
2000, March 3,2000, April 3,2000, April 25,2000, June 13,2000, September 1, 
2000, September 13,2000 and October 31,2000; and 

NiSource’s definitive joint proxy statement/ prospectus dated April 24,2000. 

We also incorporate by reference the following documents filed with the SEC by our 
corporate predecessor Columbia Energy Group (SEC File Number 1-1098): 

Columbia’s Annual Report on Form 10-K for the fiscal year ended December 31, 
1999; 

Columbia’s Quarterly Reports on Form 10-Q for the fiscal quarters ended March 31, 
2000, June 30,2000 and September 30,2000; and 

Columbia’s Current Reports on Form 8-K dated January 27,2000, April 13,2000, 
May 3,2000, May 12,2000, May 22,2000, June 2,2000, June 15,2000, July 14, 
2000, October 2,2000, October 12,2000, October 16,2000 and November 1,2000. 

You may request a copy of any of these filings at no cost by writing to or telephoning 
us at the following address and telephone number: Gary W. Potto#, NiSource Inc., 801 
East 8Gth Avenue, Memllville, Indiana 46410, telephone: (219) 853-5200. 

NiSource maintains an Internet site at http://www.nisource.com which contains 
information concerning NiSource and its subsidiaries. The information contained at 
NiSource’s Internet site is not incorporated by reference in this prospectus, and you 
should not consider it a part of this prospectus. 

http://www.nisource.com


We have filed this prospectus with the SEC as part of a registration statement on 
Form S-3 under the Securities Act of 1933. This prospectus does not contain all of the 
information included in the registration statement. Any statement made in this prospectus 
concerning the contents of any contract, agreement or other document is only a summary 
of the actual document. If we have filed any contract, agreement or other document as an 
exhibit to the registration statement, you should read the exhibit for a more complete 
understanding of the document or matter involved. Each statement regarding a contract, 
agreement or other document is qualified in its entirety by reference to the actual 
document. 
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FORWARD-LOOKING STATEMENTS 

Some of the information included in this prospectus, in any prospectus supplement 
and in the documents incorporated by reference are forward-looking statements within 
the meaning of the securities laws. These statements concern our plans, expectations and 
objectives for hture operations. Any statement that is not a historical fact is a forward- 
looking statement. We use the words “estimate,” “intend,” “expect,” “believe,” 
“anticipate” and similar expressions to identify forward-looking statements, but some of 
these statements may use other phrasing. NiSource undertakes no obligation to release 
any revisions to these forward-looking statements publicly to reflect events or 
circumstances after the date of this prospectus or accompanying prospectus supplement 
or to reflect the occurrence of unanticipated events. While we make the forward-looking 
statements in good faith and believe they are based on reasonable assumptions, these 
statements are subject to risks and uncertainties. Important factors that could cause actual 
results to differ materially from those suggested by the forward-looking statements 
include: 

the weather; 

the federal and state regulatory environment, including changes in environmental and 
other laws and regulations to which we are subject; 

* the economic climate; 

growth in our service territories; 

customers’ usage patterns and preferences; 

the degree to which and the speed with which competition changes the utility 
industry; 

fluctuation in supply and demand for energy commodities and the timing and extent 
of changes in commodity prices; 

changing conditions in the capital and equity markets; 

whether, and the extent to which, we achieve efficiencies and cost savings from the 
integration of the former NiSource and Columbia Energy Group businesses; and 

other uncertainties, all of which are difficult to predict, and many of which are 
beyond our control, including factors we discuss in this prospectus and any 
prospectus supplement and our filings with the SEC. 



Accordingly, you should not rely on the accuracy of predictions contained in forward- 
looking statements. These statements speak only as of the date of this prospectus, the date 
of the accompanying prospectus supplement or, in the case of documents incorporated by 
reference, the date of those documents. 
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NISOURCE INC. 

Ovewiew. NiSource is a super-regional energy holding company that provides natural 
gas, electricity and other products and services to 3.6 million customers located within 
the energy comdor that runs from the Gulf Coast through the Midwest to New England. 
On November 1,2000, NiSource completed its acquisition of Columbia Energy Group 
for an aggregate consideration of approximately $G billion, with 30% of the consideration 
paid in common stock and 70% of the consideration paid in cash and SAILSSM (units 
each consisting of a zero coupon debt security coupled with a forward equity contract). 
NiSource also assumed approximately $2 billion in Columbia debt. 

As a result of the acquisition, NiSource is the largest natural gas distrihution 
company, as measured by number of customers, operating east of the Rockies. 
NiSource’s principal subsidiaries include the Columbia Energy Group, a vertically- 
integrated natural gas distribution, transmission, storage and exploration and production 
holding company whose subsidiaries provide service to customers in the Midwest, the 
Mid-Atlantic and the Northeast; Northern Indiana Public Service Company, a vertically- 
integrated gas and electric company providing service to customers in northern Indiana; 
and Bay State Gas Company, a natural gas distribution company serving customers in 
New England. NiSource’s business lines include: 

natural gas distribution; 

natural gas transmission and storage; 

exploration and production; 

electric operations; and 

growth products and services. 



Strategy. NiSource is focused on becoming the premier energy company serving 
customers throughout the energy-intensive corridor that extends from the supply areas in 
the Gulf Coast through the consumption centers in the Midwest, Mid-Atlantic and 
Northeast. This corridor is home to 30% of the nation’s population and 40% of its energy 
consumption. NiSource believes natural gas will be the fuel of choice to meet the 
corridor’s growing energy needs. The merger with Columbia furthers this strategy by 
combining NiSource’s natural gas distribution assets in Indiana and New England with 
Columbia’s natural gas distribution, storage and exploration and production assets in 
Ohio, the Mid-Atlantic and Appalachia and Columbia’s interstate transmission assets. 

Gas Distribution. NiSource has the nation’s second largest volume of gas sales, on 
average over 2.3 billion cubic feet per day. Through its wholly-owned subsidiary, 
Columbia Energy Group, NiSource 
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owns five distribution subsidiaries that provide natural gas under the Columbia Gas name 
to nearly 2.1 million residential, commercial and industrial customers in Ohio, 
Pennsylvania, Virginia, Kentucky and Maryland. NiSource also distributes natural gas to 
approximately 75 1,000 customers in northern Indiana through three subsidiaries: 
Northern Indiana Public Service Company, Kokomo Gas and Fuel Company and 
Northern Indiana Fuel and Light Company, Inc. Additionally, NiSource’s subsidiaries, 
Bay State Gas Company and Northern Utilities, Inc., distribute natural gas to more than 
320,000 customers in the areas of Brockton, Lawrence and Springfield, Massachusetts, 
Lewiston and Portland, Maine, and Portsmouth, New Hampshire. 

Gas Transmission and Storage. NiSource’s subsidiaries, Columbia Gas Transmission 
Corporation and Columbia Gulf Transmission Company, own and operate an interstate 
pipeline network of approximately 16,250 miles extending from offshore in the Gulf of 
Mexico to Lake Erie, New York and the eastern seaboard. Together, Columbia Gas 
Transmission and Columbia Gulf serve customers in 15 northeastern, mid-Atlantic, 
midwestern and southern states and the District of Columbia. In addition, Columbia Gas 
Transmission operates one of the nation’s largest underground natural gas storage 
systems capable of storing approximately 670 billion cubic feet of natural gas. 

Columbia Gas Transmission is also participating in the proposed 442-mile 
Millennium Pipeline Project that has been submitted to the Federal Energy Regulatory 
Commission for approval. As proposed, the project will have the capacity to transport 
approximately 700 billion cubic feet of natural gas per day from the Lake Erie region to 
eastern markets. 

NiSource’s wholly-owned subsidiaries own and operate interstate pipelines 
connecting northwest Indiana and Ohio as well as Massachusetts and Maine. In addition, 
NiSource owns a 19% interest in a pipeline linking production areas in New Brunswick, 
Canada to Maine, New Hampshire and Massachusetts. 

Exploration and Production. NiSource also owns Columbia Energy Resources, Inc., 
an exploration and production subsidiary that explores for, develops, gathers and 
produces natural gas and oil in Appalachia and Canada. As of December 3 1,1999, 
Columbia Energy Resources held interests in approximately 3.9 million net acres of gas 
and oil leases and had proved gas reserves of nearly 966 billion cubic feet of natural gas 
equivalent. Columbia Energy Resources owns and operates 8,188 wells as well as 
6,069 miles of gathering facilities. 

Electric Operations. NiSource generates and distributes electricity to the public 
through its subsidiary Northern Indiana Public Service Company. Northern Indiana 
provides electric service to approximately 426,000 customers in 30 counties in the 
northern part of Indiana. Northern Indiana owns and operates four coal-fired electric 
generating stations with a net capability of 3,179 megawatts, four gas fired combustion 
turbine generating units with a net capability of 203 megawatts and two hydroelectric 



generating plants with a net capability of 10 megawatts, for a total system net capability 
of 3,392 megawatts. Northern Indiana is interconnected with five neighboring electric 
utilities. During the year ended December 31,1999, Northern Indiana generated 89.9% 
and purchased 10.1% of its electric requirements. 

Growth Products and Services. NiSource develops unregulated power projects 
through its subsidiary, Primary Energy, Inc. Primary Energy works with industrial 
customers in managing the engineering, construction, operation and maintenance of 
“inside the fence” cogeneration plants that provide cost-effective, long-term sources of 
energy for energy-intensive facilities. 

NiSource provides non-regulated energy services through its wholly-owned 
subsidiary Energy USA, Inc. Energy USA and its subsidiaries provide to customers in 22 
states a variety of energy-related services, including gas marketing and asset management 
services and underground utility locating and marking services. NiSource expanded its 
gas marketing and trading operations with the April 1999 acquisition of TPC 
Corporation, now renamed Energy USA-TPC Corp., a natural gas asset management 
company. In addition, NiSource has invested in a number of distributed generation 
technologies including fuel cells and microturbine ventures. 
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NiSource is completing a fiber optics network for voice and data communication 
along its pipeline rights-of-way between New York and Washington D.C. 

Through its wholly-owned subsidiary, IWC Resources Corporation and its 
subsidiaries, NiSource supplies water to residential, commercial and industrial customers 
and for fire protection service in Indianapolis, Indiana and surrounding areas. 

Non-Core Divestitures. In connection with the Columbia merger, NiSource has sold 
or is divesting certain businesses judged to be non-core to NiSource’s energy strategy. 
Subsequent to the announcement of the Columbia acquisition, NiSource sold Market Hub 
Partners, which owns and operates salt cavern gas storage facilities in Texas and 
Louisiana, and Columbia completed the divestiture of its interest in the Cove Point LNG 
facilities, its retail electric suppIy business and four qualifying facility power plants. 
Columbia recently announced a definitive agreement for the sale of its electric generation 
business, and NiSource announced a definitive agreement to sell its Miller Pipeline 
subsidiary. After-tax proceeds from these asset sales are expected to total approximately 
$640 million. NiSource is pursuing the sale of Columbia’s propane and petroleum 
businesses and other smaller non-core businesses. As part of the SEC order approving the 
Columbia merger, NiSource has been ordered to divest its water utility business by 
November 2003. 

NISOURCE FINANCE COW. 

NiSource Finance is a wholly-owned special purpose finance subsidiary of NiSource 
that engages in financing activities to raise funds for the business operations of NiSource 
and its subsidiaries. NiSource Finance’s obligations under the debt securities will be fully 
and unconditionally guaranteed by NiSource. 

NiSource Finance was incorporated in February 2000 under the laws of the State of 
Indiana. Before the acquisition of Columbia Energy Group, NiSource conducted its 
financing activities through NiSource Capital Markets, Inc., a first-tier subsidiary of 
NiSource. We expect NiSource to conduct all future financing through NiSource Finance. 
We currently intend to merge NiSource Capital Markets into NiSource Finance within the 
next twelve months, subject to obtaining required consents and approvals. 

USE OF PROCEEDS 

Unless otherwise described in the applicable prospectus supplement, we will use the 
net proceeds from the sale of securities offered by this prospectus and any applicable 
prospectus supplement to repay short-term borrowings incurred in NiSource’s November 
2000 acquisition of Columbia Energy Group. 
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RATIOS OF EARNINGS TO FIXED CHARGES 

NiSource’s corporate predecessors were NiSource Inc. (incorporated in Indiana) and 
Columbia Energy Group. The following are ratios of earnings to fixed charges for each of 
the periods indicated for each of the corporate predecessors, and for NiSource on a pro 
forma basis for the fiscal year ended December 3 1,1999 and the nine months and twelve 
months ended September 30,2000, accounting for the acquisition of Columbia Energy 
Group as a purchase business combination and giving effect to the acquisition as if it had 
occurred at the beginning of the periods presented: 
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(1) Results for the twelve months and nine months ended September 30,2000 are not 
necessarily indicative of results for the fiscal year ending December 3 1,2000. 

For purposes of calculating the ratio of earnings to fixed charges, “earnings” consist 
of income fiom continuing operations before income taxes plus fixed charges. “Fixed 
charges” consist of interest on all indebtedness, amortization of debt expense, the portion 
of rental expenses on operating leases deemed to be representative of the interest factor 
and preferred stock dividend requirements of consolidated subsidiaries. 
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DESCRIPTION OF CAPITAL STOCK 

General 

The authorized capital stock of NiSource consists of 420,000,000 shares, $0.01 par 
value, of which 400,000,000 are common stock and 20,000,000 are preferred stock. The 
board of directors has designated 4,000,000 shares of the preferred stock as Series A 
Junior Participating Preferred Shares. These shares are reserved for issuance under 
NiSource’s Shareholder Rights Plan. Each share of NiSource common stock includes one 
preferred share purchase right. Each preferred share purchase right entitles its holder to 
purchase one-hundredth (MOO) of a Series A Junior Participating Preferred Share at a 
price of $60 per one-hundredth of a share, subject to adjustment. The preferred share 
purchase rights will become exercisable if a person or group acquires 25% or more of the 
voting power of NiSource or announces a tender or exchange offer following which the 
person or group would hold 25% or more of NiSource’s voting power. If such an 
acquisition were consummated, or if NiSource were acquired by the person or group in a 
merger or other business combination, then each preferred share purchase right would be 
exercisable for that number of shares of NiSource common stock or the acquiring 
company’s common stock having a market value of two times the exercise price of the 
preferred share purchase right. The preferred share purchase rights will also become 
exercisable on or after the date on which the 25% threshold has been triggered, if 
NiSource is acquired in a merger or other business combination in which NiSource is not 
the survivor or in which NiSource is the survivor but its common stock is changed into or 
exchanged for securities of another entity, cash or other property, or 50% or more of the 
assets or earning power of NiSource and its subsidiaries is sold. At that time, each 
preferred share purchase right will become exercisable for that number of shares of 
common stock of the acquiring company having a market value of two times the exercise 
price of the preferred share purchase right. The preferred share purchase rights will not be 
exercisable in this instance if the person who acquired sufficient shares of stock to reach 
the 25% threshold acquired its stock under an offer at a price and on terms which the 
board of directors determines is fair to stockholders and that is in the best interests of 
NiSource, provided that the per share price offered in the merger or other business 
combination is not less than the price paid in the offer and the form of consideration 
offered in the merger or other business combination is the same as that paid in the offer. 
NiSource may redeem the preferred share purchase rights at a price of $.01 per right prior 
to the occurrence of an event that causes the preferred share purchase rights to be 
exercisable for shares of common stock. The preferred share purchase rights will expire 
on March 12,2010. 

The certificate of incorporation of NiSource includes provisions that may have the 
effect of deterring hostile takeovers or delaying or preventing changes in control of 
management of NiSource. NiSource’s board of directors is classified into three classes of 
directors with staggered three-year terms. The directors may be removed only for cause 
by the affirmative vote of 80% of the combined voting power of all of the then- 



outstanding shares of stock of NiSource voting together as a single class. Unless the 
board of directors determines otherwise or except as otherwise required by law, vacancies 
on the board or newly-created directorships may be filled only by the affirmative vote of 
directors then in office, even though less than a quorum. If the board of directors or 
applicable Delaware law confers power on stockholders of NiSource to fill such a 
vacancy or newly-created directorship, it may be filled only by affirmative vote of 80% 
of the combined voting power of the outstanding shares of stock of NiSource entitled to 
vote. Stockholders may not cumulate their votes, and stockholder action may be taken 
only at a duly called meeting and not by written consent. The certificate of incorporation 
also provides that special meetings of stockholders may be called only by a majority of 
the total number of authorized directors. In addition, NiSource’s bylaws contain 
requirements for advance notice of stockholder proposals and director nominations. 
These and other provisions of the certificate of incorporation and bylaws and Delaware 
law could discourage potential acquisition proposals and could delay or prevent a change 
in control of management of NiSource. 

NiSource is currently subject to the provisions of Section 203 of the Delaware 
General Corporation Law regulating corporate takeovers. Section 203 prevents certain 
Delaware corporations, including those whose securities are listed on a national securities 
exchange, such as the New York Stock Exchange, from 
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engaging, under certain circumstances, in a “business combination,” which includes a 
merger or sale of more than 10% of the corporation’s assets, with any interested 
stockholder for three years following the date that the stockholder became an interested 
stockholder. An interested stockholder is a stockholder who acquired 15% or more of the 
corporation’s outstanding voting stock without the prior approval of the corporation’s 
board of directors. 

The following summaries of provisions of our common stock and preferred stock are 
not necessarily complete. You are urged to read carefully NiSource’s certificate of 
incorporation and bylaws which are incorporated by reference as exhibits to the 
registration statement of which this prospectus is a part. 

Common Stock 

NiSource common stock is listed on the New York Stock Exchange, the Chicago 
Stock Exchange and the Pacific Exchange, under the symbol “NI.” Common 
stockholders may receive dividends if and when declared by the board of directors. 
Dividends may be paid in cash, stock or other form. In certain cases, common 
stockholders may not receive dividends until obligations to any preferred stockholders 
have been satisfied. All common stock will be fully paid and non-assessable. Each share 
of common stock is entitled to one vote in the election of directors and other matters. 
Common stockholders are not entitled to preemptive rights or cumulative voting rights. 
Common stockholders will be notified of any stockholders’ meeting according to 
applicable law. If NiSource liquidates, dissolves or winds-up its business, either 
voluntarily or involuntarily, common stockholders will share equally in the assets 
remaining after creditors and preferred stockholders are paid. 

Preferred Stock 

The board of directors can, without approval of stockholders, issue one or more series 
of preferred stock. The board can also determine the number of shares of each series and 
the rights, preferences and limitations of each series, including any dividend rights, 
voting rights, conversion rights, redemption rights and liquidation preferences, the 
number of shares constituting each series and the terms and conditions of issue. In some 
cases, the issuance of preferred stock could delay a change in control of NiSource and 
make it harder to remove incumbent management. Under certain circumstances, preferred 
stock could also restrict dividend payments to holders of common stock. All preferred 
stock will be fully paid and non-assessable. 

The terms of the preferred stock that NiSource may offer will be established by or 
pursuant to a resolution of the board of directors of NiSource and will be issued under 
certificates of designation or through amendments to NiSource’s certificate of 
incorporation. If NiSource offers to sell preferred stock, it will describe the specific terms 
of the preferred stock in a supplement to this prospectus. NiSource will also indicate in 



the supplement whether the general terms and provisions described in this prospectus 
apply to the preferred stock that NiSource may offer. 

The following terms of the preferred stock, as applicable, will be set forth in a 
prospectus supplement relating to the preferred stock 

the title and stated value; 

the number of shares NiSource is offering; 

the liquidation preference per share; 

the purchase price; 

the dividend rate, period and payment date, and method of calculation of dividends; 

whether dividends will be cumulative or non-cumulative and, if cumulative, the date 
from which dividends will accumulate; 

the procedures for any auction and remarketing, if any; 
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the provisions for a sinking fund, if any; 

the provisions for redemption or repurchase, if applicable, and any restrictions on 
NiSource’s ability to exercise those redemption and repurchase rights; 

any listing of the preferred stock on any securities exchange or market; 

voting rights, if any; 

preemptive rights, if any; 

restrictions on transfer, sale or other assignment, if any; 

- whether interests in the preferred stock will be represented by depositary shares; 

a discussion of any material or special United States federal income tax 
considerations applicable to the preferred stock; 

the relative ranking and preferences of the preferred stock as to dividend or 
liquidation rights; 

any limitations on issuance of any class or series of preferred stock ranking senior to 
or on a parity with the series of preferred stock as to dividend or liquidation 
rights; and 

any other material specific terms, preferences, rights or limitations of, or restrictions 
on, the preferred stock. 

The terms, if any, on which the preferred stock may be exchanged for or converted 
into shares of common stock or any other security and, if applicable, the conversion or 
exchange price, or how it will be calculated, and the conversion or exchange period will 
be set forth in the applicable prospectus supplement. 

The preferred stock or any series of preferred stock may be represented, in whole or 
in part, by one or more global certificates, which will have an aggregate liquidation 
preference equal to that of the preferred stock represented by the global certificate. 

Each global certificate will: 

be registered in the name of a depositary or a nominee of the depositary identified in 
the prospectus supplement; 



* be deposited with such depositary or nominee or a custodian for the depositary; and 

bear a legend regarding the restrictions on exchanges and registration of transfer and 
any other matters as may be provided for under the certificate of designation. 
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DESCRIPTION OF THE DEBT SECURITIES 

NiSource Finance may issue the debt securities, in one or more series, from time to 
time under an Indenture, dated as of November 14,2000, among NiSource Finance, 
NiSource, as guarantor, and The Chase Manhattan Bank, as trustee. The Chase 
Manhattan Bank, as trustee under the Indenture, will act as indenture trustee for the 
purposes of the Trust Indenture Act. We have filed a copy of the Indenture as an exhibit 
to the registration statement of which this prospectus forms a part. 

This section briefly summarizes some of the terms of the debt securities and the 
Indenture. This section does not contain a complete description of the debt securities or 
the Indenture. The description of the debt securities is qualified in its entirety by the 
provisions of the Indenture. References to section numbers in this description of the debt 
securities, unless otherwise indicated, are references to section numbers of the Indenture. 

General 

The Indenture does not limit the amount of debt securities that may be issued. The 
Indenture provides for the issuance of debt securities from time to time in one or more 
series. The terms of each series of debt securities may be established in a supplemental 
indenture or in resolutions of NiSource Finance’s Board of Directors or a committee of 
the board. 

The debt securities: 

* are direct senior unsecured obligations of NiSource Finance; 

are equal in right of payment to any other senior unsecured obligations of NiSource 
Finance; and 

are guaranteed on a senior unsecured basis by NiSource. 

NiSource Finance is a special purpose financing subsidiary formed solely as a 
financing vehicle for NiSource and its subsidiaries. Therefore, the ability of NiSource 
Finance to pay its obligations under the debt securities is dependent upon the receipt by it 
of payments from NiSource. If NiSource were not to make such payments for any reason, 
the holders of the debt securities would have to rely on the enforcement of NiSource’s 
guarantee described below. 

If NiSource Finance uses this prospectus to offer debt securities, an accompanying 
prospectus supplement will describe the following terms of the debt securities being 
offered, to the extent applicable: 



the title; 

any limit on the aggregate principal amount; 

the date or dates on which NiSource Finance will pay principal; 

the right, if any, to extend the date or dates on which NiSource Finance will pay 
principab 

the interest rates or the method of determining them and the date interest begins to 
accrue; 

the interest payment dates and the regular record dates for any interest payment dates; 

the right, if any, to extend the interest payment periods and the duration of any 
extension; 

the place or places where NiSource Finance will pay principal and interest; 

the terms and conditions of any optional redemption, including the date after which, 
and the price or prices at which, NiSource Finance may redeem securities; 

the terms and conditions of any optional purchase or repayment, including the date 
after which, and the price or prices at which, holders may require NiSource Finance 
to purchase, or a third party may require holders to sell, securities; 
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the terms and conditions of any mandatory or optional sinking fund redemption, 
including the date after which, and the price or prices at which, NiSource Finance 
may redeem securities; 

* whether hearer securities will he issued: 

the denominations in which NiSource Finance will issue securities; 

the currency or currencies in which NiSource Finance will pay principal and interest; 

any index or indices used to determine the amount of payments; 

the portion of principal payable on declaration of acceleration of maturity; 

* any additional events of default or covenants of NiSource Finance or NiSource 
applicable to the debt securities; 

whether NiSource Finance will pay additional amounts in respect of taxes and similar 
charges on debt securities held by a United States alien and whether NiSource 
Finance may redeem those debt securities rather than pay additional amounts; 

whether NiSource Finance will issue the debt securities in whole or in part in global 
form and, in such case, the depositary for such global securities and the 
circumstances under which beneficial owners of interests in the global security may 
exchange such interest for securities; 

* the date or dates after which holders may convert the securities into shares of 
NiSource common stock or preferred stock and the terms for that conversion; and 

any other terms of the securities. 

The Indenture does not give holders of debt securities protection in the event of a 
highly leveraged transaction or other transaction involving NiSource Finance or 
NiSource. The Indenture also does not limit the ability of NiSource Finance or NiSource 
to incur indebtedness or to declare or pay dividends on its capital stock. 

Guarantee of NiSource 

NiSource will fully and unconditionally guarantee to each holder of debt securities 
and to the indenture trustee and its successors all the obligations of NiSource Finance 
under the debt securities, including the due and punctual payment of the principal of, and 
premium, if any, and interest, if any, on the debt securities. The guarantee applies 
whether the payment is due at maturity, on an interest payment date or as a result of 



acceleration, redemption or otherwise. The guarantee includes payment of interest on the 
overdue principal of and interest, if any, on the debt securities (if lawhl) and all other 
obligations of NiSource Finance under the Indenture. The guarantee will remain valid 
even if the Indenture is found to be invalid. NiSource is obligated under the guarantee to 
pay any guaranteed amount immediately after NiSource Finance’s failure to do so. 

NiSource is a holding company with no independent business operations or source of 
income of its own. It conducts substantially all of its operations through its subsidiaries 
and, as a result, NiSource depends on the earnings and cash flow of, and dividends or 
distributions from, its subsidiaries to provide the funds necessary to meet its debt and 
contractual obligations. A substantial portion of NiSource’s consolidated assets, earnings 
and cash flow is derived from the operation of its regulated utility subsidiaries, whose 
legal authority to pay dividends or make other distributions to NiSource is subject to 
regulation. Northern Indiana Public Service Company’s debt indenture also provides that 
Northern Indiana will not declare or pay any dividends on its common stock owned by 
NiSource except out of earned surplus or net profits. Furthermore, as long as any shares 
of Northern Indiana’s cumulative preferred stock are outstanding, Northern Indiana may 
not declare or pay cash dividends on its common shares in excess of 75% of its net 
income, provided that Northern Indiana may declare and pay cash dividends if the sum of 
(1) Northern Indiana’s capital applicable to stock junior to the cumulative preferred stock 
plus (2) the surplus, after giving effect to such dividends, is at least 25% of the sum of 
(a) all of Northern Indiana’s 
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obligations under any outstanding bonds, notes, debentures or other securities plus 
@) Northern Indiana’s total capital and surplus. Future dividends will depend upon 
adequate retained earnings, adequate future earnings and the absence of adverse 
developments. In addition, NiSource is registered as a holding company under the Public 
Utility Holding Company Act of 1935. As a result, the corporate and financial activities 
of NiSource and each of its subsidiaries (including their ability to pay dividends to 
NiSource) are subject to regulation by the SEC. 

NiSource’s holding company status also means that its right to participate in any 
distribution of the assets of any of its subsidiaries upon liquidation, reorganization or 
otherwise is subject to the prior claims of the creditors of each of the subsidiaries (except 
to the extent that the claims of NiSource itself as a creditor of a subsidiary may be 
recognized). Since this is true for NiSource, it is also true for the creditors of NiSource 
(including the holders of the debt securities). 

Conversion Rights 

The terms, if any, on which a series of debt securities may be exchanged for or 
converted into shares of common stock or preferred stock of NiSource will be set forth in 
the applicable prospectus supplement. 

Denomination, Registration and Transfer 

NiSource Finance may issue the debt securities as registered securities in certificated 
form or as global securities as described under the heading “Book-Entry Issuance.” 
Unless otherwise specified in the applicable prospectus supplement, NiSource Finance 
will issue registered debt securities in denominations of $1,000 or integral multiples of 
$1,000. (See Section 302.) 

If NiSource Finance issues the debt securities as registered securities, NiSource 
Finance will keep at one of its offices or agencies a register in which it will provide for 
the registration and transfer of the debt securities. NiSource Finance will appoint that 
office or agency the security registrar for the purpose of registering and transferring the 
debt securities. 

The holder of any registered debt security may exchange the debt security for 
registered debt securities of the same series having the same stated maturity date and 
original issue date, in any authorized denominations, in like tenor and in the same 
aggregate principal amount. The holder may exchange those debt securities by 
surrendering them in a place of payment maintained for this purpose at the office or 
agency NiSource Finance has appointed securities registrar. Holders may present the debt 
securities for exchange or registration of transfer, duly endorsed or accompanied by a 
duly executed written instrument of transfer satisfactory to NiSource Finance and the 



securities registrar. No service charge will apply to any exchange or registration of 
transfer, but NiSource Finance may require payment of any taxes and other governmental 
charges as described in the Indenture. (See Section 305.) 

If debt securities of any series are redeemed, NiSource Finance will not be required to 
issue, register transfer of or exchange any debt securities of that series during the 
15 business day period immediately preceding the day the relevant notice of redemption 
is given. That notice will identify the serial numbers of the debt securities being 
redeemed. After notice is given, NiSource Finance will not be required to issue, register 
the transfer of or exchange any debt securities that have been selected to be either 
partially or fully redeemed, except the unredeemed portion of any debt security being 
partially redeemed. (See Section 305.) 

Payment and Paying Agents 

Unless otherwise indicated in the applicable prospectus supplement, on each interest 
payment date, NiSource Finance will pay interest on each debt security to the person in 
whose name that debt security is registered as of the close of business on the record date 
relating to that interest payment date. If NiSource 
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Finance defaults in the payment of interest on any debt security, it may pay that defaulted 
interest to the registered owner of that debt security: 

as of the close of business on a date that the indenture trustee selects, which may not 
be more than 15 days or less than 10 days before the date NiSource Finance proposes 
to pay the defaulted interest, or 

in any other lawful manner that does not violate the requirements of any securities 
exchange on which that debt security is listed and that the indenture trustee believes 
is acceptable. 

(See Section 307.) 

Unless otherwise indicated in the applicable prospectus supplement, NiSource 
Finance will pay the principal of and any premium or interest on the debt securities when 
they are presented at the office of the indenture trustee, as paying agent. NiSource 
Finance may change the place of payment on the debt securities, appoint one or more 
additional paying agents, and remove any paying agent. 

Redemption 

The applicable prospectus supplement will contain the specific terms on which 
NiSource Finance may redeem a series of debt securities prior to its stated maturity. 
NiSource Finance will send a notice of redemption to holders at least 30 days but not 
more than 60 days prior to the redemption date. The notice will state: 

the redemption date; 

the redemption price; 

if less than all of the debt securities of the series are being redeemed, the particular 
debt securities to be redeemed (and the principal amounts, in the case of a partial 
redemption); 

that on the redemption date, the redemption price will become due and payable and 
any applicable interest will cease to accrue on and after that date; 

the place or places of payment; and 

whether the redemption is for a sinking fund. 

(See Section 1104.) 



On or before any redemption date, NiSource Finance will deposit an amount of 
money with the indenture trustee or with a paying agent sufficient to pay the redemption 
price. (See Section 1105.) 

If NiSource Finance is redeeming less than all the debt securities, the indenture 
trustee will select the debt securities to be redeemed using a method it considers fair and 
appropriate. After the redemption date, holders of redeemed debt securities will have no 
rights with respect to the debt securities except the right to receive the redemption price 
and any unpaid interest to the redemption date. (See Section 1103.) 

Consolidation, Merger, Conveyance, Transfer or Lease 

Neither NiSource Finance nor NiSource shall consolidate or merge with any other 
corporation or convey, transfer or lease substantially all of its assets or properties to any 
entity unless: 

that corporation or entity is organized under the laws of the United States or any state 
thereof; 

that corporation or entity assumes NiSource Finance’s or NiSource’s obligations, as 
applicable, under the Indenture; 
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after giving effect to the transaction, NiSource Finance and NiSource are not in 
default under the Indenture; and 

NiSource Finance or NiSource, as applicable, delivers to the indenture trustee an 
officer’s certificate and an opinion of counsel to the effect that the transaction 
complies with the Indenture. 

(See Section 801.) 

The Indenture does not give holders of the debt securities protection in the event of a 
highly leveraged transaction or other transaction involving NiSource Finance or 
NiSource. The Indenture also does not limit the ability of NiSource Finance to incur 
indebtedness or to declare or pay dividends on its capital stock. 

Limitation on Liens 

As long as any debt securities remain outstanding, neither NiSource Finance, 
NiSource nor any subsidiary of NiSource other than a utility may issue, assume or 
guarantee any debt secured by any mortgage, security interest, pledge, lien or other 
encumbrance on any property owned by NiSource Finance, NiSource or that subsidiary, 
except intercompany indebtedness, without also securing the debt securities equally and 
ratably with (or prior to) the new debt, unless the total amount of all of the secured debt 
would not exceed 10% of the consolidated net tangible assets of NiSource and its 
subsidiaries (other than utilities). 

Ln addition, the lien limitations do not apply to NiSource Finance’s, NiSource’s and 
any subsidiary’s ability to do the following: 

create mortgages on any property and on certain improvements and accessions on 
such property acquired, constructed or improved after the date of the Indenture; 

assume existing mortgages on any property or indebtedness of an entity which is 
merged with or into, or consolidated with NiSource Finance, NiSource and any 
subsidiary; 

assume existing mortgages on any property or indebtedness of an entity existing at 
the time it becomes a subsidiary; 

create mortgages to secure debt of a subsidiary to NiSource or to another subsidiary; 

create mortgages in favor of governmental entities to secure payment under a contract 
or statute or mortgages to secure the financing of constructing or improving property, 



including mortgages for pollution control or industrial revenue bonds; 

create mortgages to secure debt of NiSource or its subsidiaries maturing within 
12 months and created in the ordinary course of business; 

create mortgages to secure the cost of exploration, drilling or development of natural 
gas, oil or other mineral property; 

to continue mortgages existing on the date of the Indenture; and 

create mortgages to extend, renew or replace indebtedness secured by any mortgage 
referred to above provided that the principal amount of indebtedness and the property 
securing the indebtedness shall not exceed the amount secured by the mortgage being 
extended, renewed or replaced. 

(See Section 1008.) 
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Events of Default 

The Indenture provides, with respect to any outstanding series of debt securities, that 
any of the following events constitutes an “Event of Default”: 

NiSource Finance defaults in the payment of any interest upon any debt security of 
that series that becomes due and payable and the default continues for 60 days; 

NiSource Finance defaults in the payment of principal of or any premium on any debt 
security of that series when due at its maturity, on redemption, by declaration or 
otherwise and the default continues for three business days; 

NiSource Finance defaults in the deposit of any sinking fund payment when due and 
the default continues for three business days; 

NiSource Finance or NiSource defaults in the performance of or breaches any 
covenant or warranty in the Indenture for 90 days after written notice to NiSource 
Finance and NiSource from the indenture trustee or to NiSource Finance, NiSource 
and the indenture trustee from the holders of at least 33% of the outstanding debt 
securities of that series; 

NiSource Finance or NiSource Capital Markets defaults under any bond, debenture, 
note or other evidence of indebtedness for money borrowed by NiSource Finance or 
NiSource Capital Markets, or NiSource Finance or NiSource Capital Markets defaults 
under any mortgage, indenture or instrument under which there may be issued, 
secured or evidenced indebtedness constituting a failure to pay in excess of 
$50,000,000 of the principal or interest when due and payable, and in the event such 
debt has become due as the result of an acceleration, such acceleration is not 
rescinded or annulled or such debt is not paid within 60 days after written notice to 
NiSource Finance and NiSource from the indenture trustee or to NiSource Finance, 
NiSource and the indenture trustee from the holders of at least 33% of the outstanding 
debt securities of that series: 

the NiSource guarantee ceases to be in full force and effect in any material respect or 
is disaffirmed or denied (other than according to its terms), or is found to be 
unenforceable or invalid; or 

certain events of bankruptcy, insolvency or reorganization of NiSource Finance, 
NiSource Capital Markets or NiSource. 

(See Section 501.) 



If an Event of Default occurs with respect to debt securities of a particular series, the 
indenture trustee or the holders of 33% in principal amount of the outstanding debt 
securities of that series may declare the debt securities of that series due and payable 
immediately. (See Section 502.) 

The holders of a majority in principal amount of the outstanding debt securities of a 
particular series will have the right to direct the time, method and place of conducting any 
proceeding for any remedy available to the indenture trustee under the Indenture, or 
exercising any trust or power conferred on the indenture trustee with respect to the debt 
securities of that series. The indenture trustee may refuse to follow directions that are in 
conflict with law or the Indenture, that expose the indenture trustee to personal liability or 
that are unduly prejudicial to other holders. The indenture trustee may take any other 
action it deems proper that is not inconsistent with those directions. (See Section 512.) 

0 

The holders of a majority in principal amount of the outstanding debt securities of any 
series may waive any past default under the Indenture and its consequences, except a 
default: 

in respect of a payment of principal of, or premium, if any, or interest on any debt 
security; or 

in respect of a covenant or provision that cannot be modified or amended without the 
consent of the holder of each affected debt security. 

(See Section 513.) 
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At any time aRer the holders of the debt securities of a series declare that the debt 
securities of that series are due and immediately payable, a majority in principal amount 
of the outstanding holders of debt securities of that series may rescind and cancel the 
declaration and its consequences: (1) before the indenture trustee has obtained a judgment 
or decree for money, (2) if all defaults (other than the non-payment of principal which 
have become due solely by the declaration) have been waived or cured, and (3) NiSource 
or NiSource Finance has paid or deposited with the indenture trustee an amount sufficient 
to pay: 

all overdue interest on the debt securities of that series; 

the principal of, and premium, if any, or interest on any debt securities of that series 
which are due other than by the declaration; 

interest on overdue interest (if lawll); and 

sums paid or advanced by and amounts due the indenture trustee under the Indenture. 

(See Section 502.) 

Modification of Indenture 

NiSource Finance, NiSource and the indenture trustee may modify or amend the 
Indenture, without the consent of the holders of any debt securities, for any of the 
following purposes: 

to evidence the succession of another person as obligor under the Indenture; 

to add to NiSource Finance’s or NiSource’s covenants or to surrender any right or 
power conferred on NiSource Finance or NiSource under the Indenture; 

to add events of default; 

to add or change any provisions of the Indenture to provide that bearer securities may 
be registrable as to principal, to change or eliminate any restrictions on the payment 
of principal or premium on registered securities or of principal or premium or any 
interest on bearer securities, to permit registered securities to be exchanged for bearer 
securities or to permit the issuance of securities in uncertificated form (so long as the 
modification or amendment does not materially adversely affect the interest of the 
holders of debt securities of any series); 

* to change or eliminate any provisions of the Indenture (so long as there are no 



outstanding debt securities entitled to the benefit of the provision); 

to secure the debt securities; 

to establish the form or terms of debt securities of any series; 

to evidence or provide for the acceptance or appointment by a successor indenture 
trustee or facilitate the administration of the trusts under the Indenture by more than 
one indenture trustee; 

to cure any ambiguity, defect or inconsistency in the Indenture (so long as the cure or 
modification does not materially adversely affect the interest of the holders of debt 
securities of any series); 

to effect assumption by NiSource or one of its subsidiaries of NiSource Finance’s 
obligations under the Indenture; or 

to conform the Indenture to any amendment of the Trust Indenture Act. 

(See Section 901 .) 

The Indenture provides that we and the indenture trustee may amend the Indenture or 
the debt securities with the consent of the holders of a majority in principal amount of the 
then outstanding debt securities of each series affected by the amendment voting as one 
class. However, without the consent of 
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each holder of any outstanding debt securities affected, an amendment or modification 
may not, among other things: 

change the stated maturity of the principal or interest on any debt security; 

reduce the principal amount of, rate of interest on, or premium payable upon the 
redemption of, any debt security; 

change the method of calculating the rate of interest on any debt security; 

change any obligation of NiSource Finance to pay additional amounts in respect of 
any debt security; 

reduce the principal amount of a discount security that would be payable upon 
acceleration of its maturity; 

change the place or currency of payment of principal of, or any premium or interest 
on, any debt security; 

impair a holder’s right to institute suit for the enforcement of any payment after the 
stated maturity or after any redemption date or repayment date; 

reduce the percentage of holders of debt securities necessary to modify or amend the 
Indenture or to consent to any waiver under the Indenture; 

change any obligation of NiSource Finance to maintain an office or agency in each 
place of payment or to maintain an office or agency outside the United States; 

modify the obligations of NiSource under its guarantee in any way adverse to the 
interests of the holders of the debt securities: and 

modify these requirements or reduce the percentage of holders of debt securities 
necessary to waive any past default of certain covenants. 

(See Section 902.) 

Satisfaction and Discharge 

Under the Indenture, NiSource Finance can terminate its obligations with respect to 
debt securities of any series not previously delivered to the indenture trustee for 
cancellation when those debt securities: 

have become due and payable; 



will become due and payable at their stated maturity within one year; or 

are to be called for redemption within one year under arrangements satisfactory to the 
indenture trustee for giving notice of redemption. 

NiSource Finance may terminate its obligations with respect to the debt securities of 
that series by depositing with the indenture trustee, as trust funds in trust dedicated solely 
for that purpose, an amount sufficient to pay and discharge the entire indebtedness on the 
debt securities of that series. In that case, the Indenture will cease to be of further effect 
and NiSource Finance’s obligations will be satisfied and discharged with respect to that 
series (except as to NiSource Finance’s obligations to pay all other amounts due under 
the Indenture and to provide certain officers’ certificates and opinions of counsel to the 
indenture trustee). At the expense of NiSource Finance, the indenture trustee will execute 
proper instruments acknowledging the satisfaction and discharge. (See Section 401 .) 
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Book-Entry Issuance 

Unless otherwise specified in the applicable prospectus supplement, NiSource 
Finance will issue any debt securities offered under this prospectus as “global securities.” 
We will describe the specific terms for issuing any debt security as a global security in 
the prospectus supplement relating to that debt security. 

Unless otherwise specified in the applicable prospectus supplement, The Depository 
Trust Company, or DTC, will act as the depositary for any global securities. NiSource 
Finance will issue global securities as fully registered securities registered in the name of 
DTC’s nominee, Cede & Co. NiSource Finance will issue one or more fully registered 
global securities for each issue of debt securities, each in the aggregate principal or stated 
amount of such issue, and will deposit the global securities with DTC. 

DTC is a limited-purpose trust company organized under the New York Banking 
Law, a “banking organization” within the meaning of the New York Banking Law, a 
member of the Federal Reserve System, a “clearing corporation” within the meaning of 
the New York Uniform Commercial Code, and a “clearing agency” registered under the 
provisions of Section 17A of the Securities Exchange Act. DTC holds securities that its 
participants deposit with DTC. DTC also facilitates the settlement among participants of 
securities transactions, such as transfers and pledges, in deposited securities through 
electronic computerized book-entry changes in participants’ accounts, thereby 
eliminating the need for physical movement of securities certificates. DTC’s direct 
participants include securities brokers and dealers, banks, trust companies, clearing 
corporations and certain other organizations. DTC is owned by a number of its direct 
participants and by the New York Stock Exchange, Inc., the American Stock Exchange, 
Inc. and the National Association of Securities Dealers, Inc. Access to DTC’s book-entry 
system is also available to others, such as securities brokers and dealers, banks and trust 
companies, that clear through or maintain a custodial relationship with a direct 
participant. The rules applicable to DTC and its participants are on file with the SEC. 

Purchases of securities under DTC’s system must be made by or through a direct 
participant, which will receive a credit for such securities on DTC’s records. The 
ownership interest of each actual purchaser of each security - the beneficial owner - is 
in turn recorded on the records of direct and indirect participants. Beneficial owners will 
not receive written confirmation from DTC of their purchases, but they should receive 
written confirmations providing details of the transactions, as well as periodic statements 
of their holdings, from the participants through which they entered into the transactions. 
Transfers of ownership interest in the securities are accomplished by entries made on the 
books of participants acting on behalf of beneficial owners. Beneficial owners will not 
receive certificates representing their securities, except in the event that use of the book- 
entry system for the securities is discontinued. 



To facilitate subsequent transfers, all global securities that are deposited with, or on 
behalf of, DTC are registered in the name of DTC’s nominee, Cede & Co. The deposit of 
global securities with, or on behalf of, DTC and their registration in the name of 
Cede & Co. effect no change in beneficial ownership. DTC has no knowledge of the 
actual beneficial owners of the securities; DTC’s records reflect only the identity of the 
direct participants to whose accounts such securities are credited, which may or may not 
be the beneficial owners. The participants will remain responsible for keeping account of 
their holdings on behalf of their customers. 

Conveyance of notices and other communications by DTC to direct participants, by 
direct participants to indirect participants and by direct and indirect participants to 
beneficial owners will be governed by arrangements among them, subject to any statutory 
or regulatory requirements as may be in effect from time to time. 

Neither DTC nor Cede & Co. will consent or vote with respect to the global 
securities. Under its usual procedures, DTC will mail an omnibus proxy to NiSource 
Finance as soon as possible after the applicable record date. The omnibus proxy assigns 
Cede & Co.’s consenting or voting rights to those direct participants to whose accounts 
the securities are credited on the applicable record date (identified in a listing attached to 
the omnibus proxy). 
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Redemption proceeds, principal payments and any premium, interest or other 
payments on the global securities will be made to Cede & Co., as nominee of DTC. 
DTC’s practice is to credit direct participants’ accounts on the applicable payment date in 
accordance with their respective holdings shown on DTC’s records, unless DTC has 
reason to believe that it will not receive payment on that date. Payments by participants to 
beneficial owners will be governed by standing instructions and customary practices, as 
is the case with securities held for the accounts of customers in bearer form or registered 
in “street name,” and will be the responsibility of the participant and not of DTC, 
NiSource Finance, NiSource or the indenture trustee, subject to any statutory or 
regulatory requirements in effect at the time. Payment of redemption payments, principal 
and any premium, interest or other payments to DTC is the responsibility of NiSource 
Finance and the applicable paying agent, disbursement of payments to direct participants 
will be the responsibility of DTC, and disbursement of payments to the beneficial owners 
will be the responsibility of direct and indirect participants. 

If applicable, redemption notices will be sent to Cede & Co. If less than all of the debt 
securities of like tenor and terms are being redeemed, DTC’s practice is to determine by 
lot the amount of the interest of each direct participant in such issue to be redeemed. 

A beneficial owner electing to have its interest in a global security repaid by 
NiSource Finance will give any required notice through its participant and will effect 
delivery of its interest by causing the direct participant to transfer the participant’s 
interest in the global securities on DTC’s records to the appropriate party. The 
requirement for physical delivery in connection with a demand for repayment will be 
deemed satisfied when the ownership rights in the global securities are transferred on 
DTC’s records. 

DTC may discontinue providing its services as securities depositary with respect to 
the global securities at any time by giving reasonable notice to NiSource Finance or the 
indenture trustee. Under such circumstances, in the event that a successor securities 
depositary is not obtained, certificates for the securities are required to be printed and 
delivered. 

NiSource Finance may decide to discontinue use of the system of book-entry transfers 
through DTC (or a successor securities depositary). In that event, certificates for the 
securities will be printed and delivered. 

We have provided the foregoing information with respect to DTC to the financial 
community for information purposes only. We do not intend the information to serve as a 
representation, warranty or contract modification of any kind. We have received the 
information in this section concerning DTC and DTC’s system ffom sources that we 
believe to be reliable, but we take no responsibility for the accuracy of this information. 

Governing Law 



The Indenture and the debt securities are governed by the internal laws of the State of 
New York. 

Information Concerning the Indenture Trustee 

Prior to default, the indenture trustee will perform only those duties specifically set 
forth in the Indenture. After default, the indenture trustee will exercise the same degree of 
care as a prudent individual would exercise in the conduct of his or her own affairs. The 
indenture trustee is under no obligation to exercise any of the powers vested in it by the 
Indenture at the request of any holder of debt securities unless the holder offers the 
indenture trustee reasonable indemnity against the costs, expenses and liability that the 
indenture trustee might incur in exercising those powers. The indenture trustee is not 
required to expend or risk its own knds or otherwise incur personal financial liability in 
the performance of its duties if it reasonably believes that it may not receive repayment or 
adequate indemnity. (See Section 601 .) 

The indenture trustee, The Chase Manhattan Bank, is also the indenture trustee for 
NiSource Capital Markets’ senior and subordinated debt indentures and the indenture 
governing the debenture portion of NiSource’s Stock Appreciation Income Linked 
Securities (“SAILS”). The Chase Manhattan Bank is the property trustee, and Chase 
Manhattan Bank Delaware is the Delaware trustee, for the preferred securities 
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included in NiSource’s Premium Income Equity Securities (“PIESSM”). The Chase 
Manhattan Bank is the purchase contract agent and collateral agent for the NiSource 
PIES and SAILS. The Chase Manhattan Bank also lends to Columbia Energy Group and 
extends a letter of credit facility to NiSource Capital Markets. ChaseMellon Shareholder 
Services, L.L.C., an affiliate of The Chase Manhattan Bank, is the transfer agent and 
registrar for the common stock, the rights agent for NiSource’s preferred stock purchase 
rights and the exchange agent for the merger in connection with NiSource’s acquisition 
of Columbia. 

PLAN OF DISTRIBUTION 

We may sell the securities to or through underwriters, through dealers or agents, 
directly to you or through a combination of these methods. The prospectus supplement 
with respect to any offering of securities will describe the specific terms of the securities 
being offered, including: 

the name or names of any underwriters, dealers or agents; 

the purchase price of the securities and the proceeds to NiSource or NiSource Finance 
from the sale; 

any underwriting discounts and commissions or agency fees and other items 
constituting underwriters’ or agents’ compensation; 

any initial public offering price; 

- any discounts or concessions allowed or reallowed or paid to dealers; and 

any securities exchange on which the offered securities may be listed. 

Through Underwriters. If we use underwriters in the sale of the securities, the 
underwriters will acquire the offered securities for their own account. We will execute an 
underwriting agreement with an underwriter or underwriters once an agreement for sale 
of the securities is reached. The underwriters may resell the offered securities in one or 
more transactions, including negotiated transactions, at a fixed public offering price or at 
varying prices determined at the time of sale. The underwriters may sell the offered 
securities directly or through underwriting syndicates represented by managing 
underwriters. Unless otherwise stated in the prospectus supplement relating to offered 
securities, the obligations of the underwriters to purchase those offered securities will be 
subject to certain conditions, and the underwriters will be obligated to purchase all of 
those offered securities if they purchase any of them. 



Through Dealers. If we use a dealer to sell the securities, we will sell the offered 
securities to the dealer as principal. The dealer may then resell those offered securities at 
varying prices determined at the time of resale. Any initial public offering price and any 
discounts or concessions allowed or reallowed or paid to dealers may be changed from 
time to time. 

Through Agents. If we use agents in the sale of securities, we may designate one or 
more agents to sell offered securities. Unless otherwise stated in a prospectus supplement, 
the agents will agree to use their best efforts to solicit purchases for the period of their 
appointment. 

Directly to Purchasers. We may sell the offered securities directly to one or more 
purchasers. In this case, no underwriters, dealers or agents would be involved. We will 
describe the teims of our direct sales in our prospectus supplement. 

General Information. A prospectus supplement will state the name of any 
underwriter, dealer or agent and the amount of any compensation, underwriting discounts 
or concessions paid, allowed or reallowed to them. A prospectus supplement will also 
state the proceeds to us from the sale o f  offered securities, any initial public offering price 
and other terms of the offering of those offered securities. 

Our agents, underwriters and dealers, or their affiliates, may be customers of, engage 
in transactions with or perform services for us in the ordinary course of business. 
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We may authorize agents, underwriters or dealers to solicit offers by certain 
institutions to purchase offered securities from us at the public offering price and on 
terms described in the related prospectus supplement pursuant to delayed delivery 
contracts providing for payment and delivery on a specified date in the future. If we use 
delayed delivery contracts, we will disclose that we are using them in our prospectus 
supplement and will tell you when we will demand payment and delivery of the 
securities. The delayed delivery contracts will be subject only to the conditions we set 
forth in our prospectus supplement. 

We may enter into agreements to indemnify agents, underwriters and dealers against 
certain civil liabilities, including liabilities under the Securities Act of 1933. 

LEGAL OPINIONS 

Schiff Hardin & Waite, Chicago, Illinois, will pass upon the validity of the securities 
offered by this prospectus for us. The opinions with respect to the securities may be 
subject to assumptions regarding future action to be taken by us and the trustee, if 
applicable, in connection with the issuance and sale of the securities, the specific terms of 
the securities and other matters that may affect the validity of securities but that cannot be 
ascertained on the date of those opinions. Peter V. Fazio, Jr., a partner of the firm who 
also serves as general counsel of NiSource, holds approximately 11,400 shares of 
NiSource common stock. 

EXPERTS 

The consolidated financial statements and schedules of NiSource Inc. (incorporated in 
Indiana) and the consolidated financial statements of Columbia Energy Group 
incorporated by reference herein have been audited by Arthur Andersen LLP, 
independent public accountants, as indicated in their reports with respect thereto, and are 
incorporated by reference herein in reliance upon the authority of said firm as experts in 
giving said reports. 
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NISOURCE INC. 

COMMON STOCK 
PREFERRED STOCK 

GUARANTEES OF DEBT SECURITIES 

NISOURCE FINANCE CORP. 

DEBT SECURITIES 
FULLY AND UNCONDITIONALLY GUARANTEED AS TO 

PAYMENT OF PRINCIPAL, PREMIUM 
(IF ANY) AND INTEREST (IF ANY) BY 

NISOURCE INC. 

UNDERWRITING AGREEMENT 

1. INTRODUCTORY. NiSource Inc., a Delaware corporation 
("NISOURCE"), proposes to issue and sell from time to time certain of 
its common stock, par value $.01 per share ("COMMON STOCK") and 
preferred stock, and to issue guarantees of the debt securities issued 
from time to time by NiSource Finance Corp. as described herein, and 
NiSource Finance Corp., an Indiana corporation and a wholly owned 
subsidiary of NiSource ("NISOURCE FINANCE"), proposes to issue and 
sell from time to time certain of its unsecured debt securities, in 
each case registered under the registration statement referred to in 
Section 2 (a) ("REGISTERED SECURITIES") . 

The Registered Securities constituting debt securities will be 
issued under an indenture, dated as of November 14, 2000 
("INDENTURE"), among NiSource Finance, NiSource and The Chase 
Manhattan Bank, as Trustee, in one or more series, which series may 
vary as to interest rates, maturities, redemption provisions, selling 
prices and other terms. The Registered Securities constituting debt 
securities will be guaranteed as to principal, premium, if any, 
interest, if any, and additional amounts, if any, by NiSource pursuant 
to the guarantee set forth in the Indenture, which guarantee will be 
endorsed on each debt security, authenticated and delivered pursuant 
to the Indenture (the "GUARANTEE" and, collectively, the 
"GUARANTEES") . 

The Registered Securities constituting preferred stock may be 
issued in one or more series, which series may vary as to dividend 
rates, redemption provisions, selling prices and other terms. 

Particular series or offerings of Registered Securities will be 
sold pursuant to a Terms Agreement referred to in Section 3 ,  for 
resale in accordance with terms of offering determined at the time of 
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sale. 

The Registered Securities involved in any such offering are 
hereinafter referred to as the "OFFERED SECURITIES". The firm or 

firms which agree to purchase the Offered Securities are hereinafter 
referred to as the "UNDERWRITERS" of such securities, and the 
representative or representatives of the Underwriters, if any, 
specified in a Terms Agreement referred to in Section 3 are 
hereinafter referred to as the "REPRESENTATIVES"; provided, however, 
that if the Terms Agreement does not specify any representative of the 
Underwriters, the term "Representatives", as used in this Agreement 
(other than in Sections 2(b), 5(d) and 6 and the second sentence of 
Section 3), shall mean the Underwriters. 

2. REPRESENTATIONS AND WARRANTIES OF NISOURCE AND NISOURCE 
FINANCE. NiSource and NiSource Finance, as of the date of each Terms 
Agreement referred to in Section 3, represent and warrant to, and 
agree with, the Underwriters that: 

(a) A registration statement (No. 333-49330), including a 
prospectus, relating to the Registered Securities has been filed 
with the Securities and Exchange Commission ('COMMISSION") and 
has become effective. Such registration statement, as amended at 
the time of any Terms Agreement referred to in Section 3, is 
hereinafter referred to as the "REGISTRATION STATEMENT", and the 
prospectus included in such Registration Statement, as 
supplemented as contemplated by Section 3 to reflect the terms of 
the Offered Securities (if they are debt securities or preferred 
stock) and the terms of the offering of the Offered Securities, 
as first filed with the Commission pursuant to and in accordance 
with Rule 424 (b) ("RULE 4 2 4  (b)") under the Securities Act of 1933 
("ACT"), including all material incorporated by reference 
therein, is hereinafter referred to as the "PROSPECTUS". No 
document has been or will be prepared or distributed in reliance 
on Rule 434 under the Act. 

(b) On the effective date of the registration statement 
relating to the Registered Securities, such registration 
statement conformed in all respects to the requirements of the 
Act, the Trust Indenture Act of 1939 ("TRUST INDENTURE ACT") and 
the rules and regulations of the Commission ("RULES AND 
REGULATIONS") and did not include any untrue statement of a 
matcsial fact or omit to state any material fact required to be 
stated therein or necessary to make the statements therein not 
misleading, and on the date of each Terms Agreement referred to 
in Section 3, the Registration Statement and the Prospectus will 
conform in all respects to the requirements of.the Act, the Trust 
Indenture Act and the Rules and Regulations, and neither of such 
documents will include any untrue statement of a material fact or 
omit to state any material fact required to be stated therein or 
necessary to make the statements therein not misleading, except 
that the foregoing does not apply to statements in or omissions 
from any of such documents based upon written information 
furnished to NiSource or NiSource Finance by any Underwriter 
through the Representatives, if any, specifically for use 
therein. 

L 
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(c) NiSource has been duly incorporated and is an existing 
corporation in good standing under the laws of the State of 
Delaware, with power and authority (corporate and other) to own 
its properties and conduct its business as described in the 
Prospectus; and NiSource is duly qualified to transact business 
as a foreign corporation in good standing in all other 
jurisdictions in which its ownership or lease of property or the 
conduct of its business requires such qualification, or is 
subject to no material liability or disability by reason of the 
failure to be so qualified in any such jurisdiction. 

(d) NiSource Finance has been duly incorporated and is an 
existing corporation in good standing under the laws of the State 
of Indiana, with power and authority (corporate and other) to own 
its properties and conduct its business as described in the 
Prospectus; and NiSource Finance is duly qualified to transact 
business as a foreign corporation in good standing in all other 
jurisdictions in which its ownership or lease of property or the 
conduct of its business requires such qualification, or is 
subject to no material liability or disability by reason of the 
failure to be so qualified in any such jurisdiction; all of the 
issued and outstanding capital stock of NiSource Finance has been 
duly authorized and validly issued and is fully paid and 
nonassessable; and the capital stock of NiSource Finance is owned 
by NiSource free from liens, encumbrances and defects. 

(e) Each significant subsidiary (as defined in Rule 405 
under the Act) of NiSource (each direct and indirect significant 
subsidiary of NiSource other than NiSource Finance being 
hereinafter referred to as a “SIGNIFICANT SUBSIDIARY” and all 
such direct and indirect significant subsidiaries of NiSource 
other than NiSource Finance being hereinafter referred to 
collectively as the “SIGNIFICANT SUBSIDIARIES”), has been duly 
incorporated and is an existing corporation in good standing 
under the laws of the jurisdiction of its incorporation, with 
power and authority (corporate and other) to own its properties 
and conduct its business as described in the Prospectus; and each 
Significant Subsidiary is duly qualified to do business as a 
foreign corporation in good standing in all other jurisdictions 
in which its ownership or lease of property or the conduct of its 
business requires such qualification, or is subject to no 
material liability or disability by reason of the failure to be 
so qualified in any such jurisdiction; all of the issued and 
outstanding capital stock of each Significant Subsidiary has been 
duly authorized and validly issued and is fully paid and 
nonassessable; and except as otherwise disclosed in the 
Prospectus, all of the capital stock of each Significant 
Subsidiary is owned by NiSource, directly or through 
subsidiaries, free from liens, encumbrances and defects. 

(f) If the Offered Securities are debt securities issued by 
NiSource Finance and guaranteed by NiSource: The Indenture has 
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been duly authorized by each of NiSource and NiSource Finance and 
has been duly qualified under the Trust Indenture Act; the 
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Offered Securities which are debt securities have been duly 
authorized by NiSource Finance; the Offered Securities which are 
Guarantees have been duly authorized by NiSource; and when the 
Offered Securities are delivered and paid for pursuant to the 
Terms Agreement on the Closing Date (as defined below) or 
pursuant to Delayed Delivery Contracts (as hereinafter defined), 
the Indenture will have been duly executed and delivered by each 
of NiSource and NiSource Finance, such Offered Securities will 
have been duly executed, authenticated, issued and delivered and 
will conform to the descriptions thereof contained in the 
Prospectus and the Indenture and such Offered Securities which 
are debt securities will constitute valid and legally binding 
obligations of NiSource Finance, and such Offered Securities 
which are Guarantees of such debt securities will constitute 
valid and legally binding obligations of NiSource, in each case, 
enforceable in accordance with their terms, subject to 
bankruptcy, insolvency, fraudulent transfer, reorganization, 
moratorium and similar laws of general applicability relating to 
or affecting creditors’ rights and to general equity principles. 

(9) If the Offered Securities are preferred stock: The 
Offered Securities have been duly authorized and, when the 
Offered Securities have been delivered and paid for in accordance 
with the Terms Agreement on the Closing Date, such Offered 
Securities will have been validly issued, fully paid and 
nonassessable and will conform to the description thereof 
contained in the Prospectus; and the stockholders of NiSource 
have no preemptive rights with respect to the Offered Securities. 

(h) If the Offered Securities are Common Stock: The 
Offered Securities and all other outstanding shares of capital 
stock of NiSource have been duly authorized; all outstanding 
shares of capital stock of NiSource are, and, when the Offered 
Securities have been delivered and paid for in accordance with 
the Terms Agreement on the Closing Date, such Offered Securities 
will have been validly issued, fully paid and nonassessable and 
will conform to the description thereof contained in the 
Prospectus; and the stockholders of NiSource have no preemptive 
rights with respect to the Offered Securities. 

(i) If the Offered Securities are convertible into Common 
Stock: When the Offered Securities are delivered and paid for 
pursuant to the Terms Agreement on the Closing Date, such Offered 
Securities will be convertible into Common Stock of NiSource in 
accordance with their terms (if the Offered Securities are 
preferred stock) or the Indenture (if the Offered Securities are 
debt securities); the shares of Common Stock initially issuable 
upon conversion of such Offered Securities have been duly 
authorized and reserved for issuance upon such conversion and, 
when issued upon such conversion, will be validly issued, fully 
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paid and nonassessable; the outstanding shares of Common Stock 
have been duly authorized and validly issued, are fully paid and 
nonassessable and conform to the description thereof contained in 
the Prospectus; and the stockholders of NiSource have no 
preemptive rights with respect to the Common Stock. 
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(j) If the Offered Securities are Common Stock or are 
convertible into Common Stock: Except as disclosed in the 
Prospectus, there are no contracts, agreements or understandings 
between NiSource or NiSource Finance and any person that would 
give rise to a valid claim against NiSource, NiSource Finance or 
any Underwriter for a brokerage commission, finder's fee or other 
like payment in connection with the sale of the Offered 
Securities. 

(k) If the Offered Securities are Common Stock or are 
convertible into Common Stock: Except for the obligations of 
NiSource and NiSource Finance pursuant to the Registration Rights 
Agreement dated November 9, 2000 and except for registration 
obligations in connection with the remarketing of NiSource's 
Stock Appreciation Income Linked Securities ("SAILS{SM)") and 
Premium Income Equity Securities ("PIES{SM)"), there are no 
contracts, agreements or understandings between NiSource or 
NiSource Finance and any person granting such person the right to 
require NiSource or NiSource Finance to file a registration 
statement under the Act with respect to any securities of 
NiSource or NiSource Finance owned or to be owned by such person 
or to require NiSource or NiSource Finance to include such 
securities with the securities registered pursuant to the 
Registration Statement or with any securities being registered 
pursuant to any other registration statement filed by NiSource or 
NiSource Finance under the Act. 

(1) If the Offered Securities are Common Stock or are 
convertible into Common Stock: The outstanding shares of Common 
Stock are listed on The New York Stock Exchange (the "STOCK 
EXCHANGE") and the Offered Securities (if they are Common Stock) 
or the Common Stock into which the Offered Securities are 
convertible (if they are convertible) have been approved for 
listing on the Stock Exchange, subject to notice of issuance. If 
the Offered Securities are debt securities or preferred stock: 
The Offered Securities have been approved for listing on the 
stock exchange indicated in the Terms Agreement, subject to 
notice of issuance. 

(m) No consent, approval, authorization, or order of, or 
filing with, any governmental agency or body or any court is 
required for the consummation of the transactions contemplated by 
the Terms Agreement (including the provisions of this Agreement) 
in connection with the issuance and sale of the Offered 
Securities by NiSource and/or NiSource Finance, as the case may 
be, except such as have been obtained and made under the Act and, 
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if the Offered Securities are debt securities, the Trust 
Indenture Act, and such as may be required under the Public 
Utility Holding Company Act of 1935, as amended, and under state 
securities laws. 

(n) The execution, delivery and performance of the 
Indenture (if the Offered Securities are debt securities), the 
Terms Agreement (including the provisions of this Agreement) and 
any Delayed Delivery Contracts and the issuance and sale of the 
Offered Securities and, if the Offered Securities are debt 

file://C:Documents and SettingshlemastLocal Settings\Ternp\QuickPlace\2007-00008 A... 4/22/2007 

file://C:Documents


Page 6 of 30 

securities issued by NiSource Finance and guaranteed by NiSource 
or preferred stock, compliance with the terms and provisions 
thereof will not result in a breach or violation of any of the 
terms and provisions of, or constitute a default under, (i) the 
charter or by-laws of NiSource, NiSource Finance or any 
subsidiary of NiSource (each direct and indirect subsidiary of 
NiSource other than NiSource Finance being hereinafter referred 
to as a "SUBSIDIARY" and all such direct and indirect 
subsidiaries of NiSource other than NiSource Finance being 
hereinafter referred to collectively as the "SUBSIDIARIES"), (ii) 
any statute, any rule, regulation or order of any governmental 
agency or body or any court, domestic or foreign, having 
jurisdiction over NiSource, NiSource Finance or any Subsidiary or 
any of their properties, or (iii) any agreement or instrument to 
which NiSource, NiSource Finance or any Subsidiary is a party or 
by which NiSource, NiSource Finance or any Subsidiary is bound or 
to which any of the properties of NiSource, NiSource Finance or 
any Subsidiary is subject, except in the case of clauses (ii) 
and (iii) where such violation, breach or default would not, 
individually or in the aggregate, have a material adverse effect 
on the condition (financial or other), business, properties or 
results of operations of NiSource, NiSource Finance and the 
Subsidiaries taken as a whole ("MATERIAL ADVERSE EFFECT") and 
would not materially and adversely affect the ability of either 
NiSource or NiSource Finance to perform its obligations under the 
Indenture (if the Offered Securities are debt securities issued 
by NiSource Finance and guaranteed by NiSource), the Terms 
Agreement (including the provisions of this Agreement) or any 
Delayed Delivery Contracts, or which would otherwise be material 
in the context of the sale of the Offered Securities; and each of 
NiSource and NiSource Finance has full power and authority to 
authorize, issue and sell the Offered Securities as contemplated 
by the Terms Agreement (including the provisions of this 
Agreement) . 

( 0 )  The Terms Agreement (including the provisions of this 
Agreement) and, if the Offered Securities are debt securities or 
preferred stock, any Delayed Delivery Contracts have each been 
duly authorized, executed and delivered by NiSource and/or 
NiSource Finance, as the case may be. 

6 

(p) Except as disclosed in the Prospectus, NiSource, 
NiSource Finance and the Subsidiaries have good and marketable 
title to all real properties and all other properties and assets 
owned by them, in each case free from liens, encumbrances and 
defects that would materially interfere with the use made or to 
be made thereof by them or would, individually or in the 
aggregate, have a Material Adverse Effect; and except as 
disclosed in the Prospectus, NiSource, NiSource Finance and the 
Subsidiaries hold any leased real or personal property under 
valid and enforceable leases with no exceptions that would 
materially interfere with the use made or to be made thereof by 
them or would, individually or in the aggregate, have a Material 
Adverse Effect. 
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(q) NiSource, NiSource Finance and the Subsidiaries possess 
adequate certificates, authorities or permits issued by 
appropriate governmental agencies or bodies necessary to conduct 
the business now operated by them and have not received any 
notice of proceedings relating to the revocation or modification 
of any such certificate, authority or permit that, if determined 
adversely to NiSource, NiSource Finance or any of the 
Subsidiaries would individually or in the aggregate have a 
Material Adverse Effect. 

(r) Except as disclosed in the Prospectus, none of 
NiSource, NiSource Finance or any Significant Subsidiary has any 
material contingent liability. 

( s )  Except as disclosed in the Prospectus, there are no 
pending actions, suits, proceedings or investigations against or 
affecting NiSource, NiSource Finance or any Subsidiary or any of 
their respective properties, assets or operations that could, 
individually or in the aggregate, be reasonably expected to have 
a Material Adverse Effect or to affect materially and adversely 
the ability of either NiSource or NiSource Finance to perform its 
obligations under the Indenture (if the Offered Securities are 
debt securities issued by NiSource Finance and guaranteed by 
NiSource), the Terms Agreement (including the provisions of this 
Agreement) or any Delayed Delivery Contracts, or which are 
otherwise material in the context of the sale of the Offered 
Securities; and no such actions, suits, proceedings or 
investigations are threatened or, to the knowledge of NiSource or 
NiSource Finance, contemplated. 

(t) The financial statements of NiSource, NiSource Inc., an 
Indiana corporation and a predecessor of NiSource ("NISOURCE 
INDIANA"), and Columbia Energy Group, a Delaware corporation and 
a predecessor of NiSource ("COLUMBIA ENERGY"), included in the 
Registration Statement and Prospectus present fairly the 
financial position of the entity presented and its consolidated 
subsidiaries as of the dates shown and their results of 
operations and cash flows for the periods shown, and, except as 
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otherwise disclosed in the Prospectus, such financial statements 
have been prepared in conformity with generally accepted 
accounting principles in the United States applied on a 
consistent basis with all other financial statements presented 
for such entity; any schedules included in the Registration 
Statement present fairly the information required to be stated 
therein; and the assumptions used in preparing the pro forma 
financial statements, the other pro forma financial information 
and the adjusted capitalization included in the Registration 
Statement and the Prospectus provide a reasonable basis for 
presenting the significant effects directly attributable to the 
transactions or events described therein, the related pro forma 
adjustments give appropriate effect to those assumptions, and the 
pro forma columns therein reflect the proper application of those 
adjustments to the corresponding historical financial statement 
amounts . 

(u) Except as disclosed in the Prospectus, since the date 
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of the latest audited financial statements included in the 
Prospectus there has been no material adverse change, nor any 
development or event involving a prospective material adverse 
change, in the condition (financial or other), business, 
properties or results of operations of NiSource, NiSource Finance 
and the Subsidiaries taken as a whole, and, except as disclosed 
in or contemplated by the Prospectus, there has been no dividend 
or distribution of any kind declared, paid or made by either 
NiSource or NiSouce Finance on any class of its capital stock. 

(v) Neither NiSource nor NiSource Finance is and, after 
giving effect to the offering and sale of the Offered Securities 
and the application of the proceeds thereof as described in the 
Prospectus, neither will be an "INVESTMENT COMPANY" as defined in 
the Investment Company Act of 1940. 

(w) NiSource is a "PUBLIC UTILITY HOLDING COMPANY" within 
the meaning of the Public Utility Holding Company Act of 1935, as 
amended, and is registered in compliance therewith. All 
necessary approvals under the Public Utility Holding Company Act 
of 1935, as amended, for the issuance and sale of the Offered 
Securities and, if the Offered Securities are preferred stock or 
debt securities issued by NiSource Finance and guaranteed by 
NiSource, compliance with the terms and provisions thereof, have 
been obtained. 

(x) Neither NiSource, NiSource Finance nor any affiliate of 
either of them does business with the government of Cuba or with 
any person or affiliate located in Cuba within the meaning of 
Section 517.075, Florida Statutes and each of NiSource and 
NiSource Finance agrees to comply with such Section if prior to 
the completion of the distribution of the Offered Securities it 
commences doing such business. 
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3 .  PURCHASE AND OFFERING OF OFFERED SECURITIES. The 
obligations of the Underwriters to purchase the Offered Securities 
will be evidenced by an agreement or exchange of other written 
communications ("TERMS AGREEMENT") at the time NiSource and/or 
NiSource Finance, as the case may be, determines to sell the Offered 
Securities. The Terms Agreement will incorporate by reference the 
provisions of this Agreement, except as otherwise provided therein, 
and will specify the firm or firms which will be Underwriters, the 
names of the Representatives, the principal amount or number of shares 
to be purchased by each Underwriter, the purchase price to be paid by 
the Underwriters and (if the Offered Securities are debt securities or 
preferred stock) the terms of the Offered Securities not already 
specified (in the Indenture, in the case of Offered Securities that 
are debt securities), including, but not limited to, interest rate (if 
debt securities), dividend rate (if preferred stock), maturity (if 
debt securities), any redemption provisions and any sinking fund 
requirements and whether any of the Offered Securities may be sold to 
institutional investors pursuant to Delayed Delivery Contracts (as 
defined below). The Terms Agreement will also specify the time and 
date of delivery and payment (such time and date, or such other time 
not later than seven full business days thereafter as the Underwriter 
first named in the Terms Agreement (the "LEAD UNDERWRITER") and 
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NiSource and/or NiSource Finance, as the case may be, agree as the 
time for payment and delivery, being herein and in the Terms Agreement 
referred to as the "CLOSING DATE"), the place of delivery and payment 
and any details of the terms of offering that should be reflected in 
the prospectus supplement relating to the offering of the Offered 
Securities. For purposes of Rule 15~6-1 under the Securities Exchange 
Act of 1934, the Closing Date (if later than the otherwise applicable 
settlement date) shall be the date for payment of funds and delivery 
of securities for all the Offered Securities sold pursuant to the 
offering, other than Contract Securities (as defined below) for which 
payment of funds and delivery of securities shall be as hereinafter 
provided. The obligations of the Underwriters to purchase the Offered 
Securities will be several and not joint. It is understood that the 
Underwriters propose to offer the Offered Securities for sale as set 
forth in the Prospectus. 

If the Terms Agreement provides for sales of Offered Securities 
pursuant to delayed delivery contracts, NiSource and/or NiSource 
Finance, as the case may be, authorize the Underwriters to solicit 
offers to purchase Offered Securities pursuant to delayed delivery 
contracts substantially in the form of Annex I attached hereto 
("DELAYED DELIVERY CONTRACTS") with such changes therein as NiSource 
and/or NiSource Finance, as the case may be, may authorize or approve. 
Delayed Delivery Contracts are to be with institutional investors, 
including commercial and savings banks, insurance companies, pension 
funds, investment companies and educational and charitable 
institutions. On the Closing Date NiSource and/or NiSource Finance 
will pay, as compensation, to the Representatives for the accounts of 
the Underwriters, the fee set forth in such Terms Agreement in respect 
of the principal amount or number of shares of Offered Securities to 
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be sold pursuant to Delayed Delivery Contracts ("CONTRACT 
SECURITIES"). The Underwriters will not have any responsibility in 
respect of the validity or the performance of Delayed Delivery 
Contracts. If NiSource and/or NiSource Finance execute and deliver 
Delayed Delivery Contracts, the Contract Securities will be deducted 
from the Offered Securities to be purchased by the several 
Underwriters and the aggregate principal amount or number of shares of 
Offered Securities to be purchased by each Underwriter will be reduced 
pro rata in proportion to the principal amount or number of shares of 
Offered Securities set forth opposite each Underwriter's name in such 
Terms Agreement, except to the extent that the Lead Underwriter 
determines that such reduction shall be otherwise than pro rata and so 
advises NiSource and/or NiSource Finance. NiSource and/or NiSource 
Finance will advise the Lead Underwriter not later than the business 
day prior to the Closing Date of the principal amount or number of 
shares of Contract Securities. 

If the Offered Securities are preferred stock or Common Stock, 
the certificates for the Offered Securities delivered to the 
Underwriters on the Closing Date will be in definitive form, and if 
the Offered Securities are debt securities, the Offered Securities 
delivered to the Underwriters on the Closing Date will be in 
definitive fully registered form, in each case in such denominations 
and registered in such names as the Lead Underwriter requests. 

If the Offered Securities are debt securities and the Terms 
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Agreement specifies "Book-Entry Only" settlement or otherwise states 
that the provisions of this paragraph shall apply, NiSource Finance 
will deliver against payment of the purchase price the Offered 
Securities in the form of one or more permanent global securities in 
definitive form (the "GLOBAL SECURITIES") deposited with the Trustee 
as custodian for The Depository Trust Company ("DTC") and registered 
in the name of Cede & Co., as nominee for DTC. Interests in any 
permanent global securities will be held only in book-entry form 
through DTC, except in the limited circumstances described in the 
Prospectus. Payment for the Offered Securities shall be made by the 
Underwriters in Federal (same day) funds by official check or checks 
or wire transfer to an account previously designated by NiSource 
Finance at a bank acceptable to the Lead Underwriter, in each case 
drawn to the order of NiSource Finance at the place of payment 
specified in the Terms Agreement on the Closing Date, against delivery 
to the Trustee as custodian for DTC of the Global Securities 
representing all of the Offered Securities. 

4 .  CERTAIN AGREEMENTS OF NISOURCE AND NISOURCE FINANCE. Each 
of NiSource and NiSource Finance agrees with the several Underwriters 
that it will furnish to counsel for the Underwriters, one copy of the 
executed registration statement relating to the Registered Securities, 
including all exhibits, in the form it became effective and of all 
amendments thereto and that, in connection with each offering of 
Offered Securities: 
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(a) NiSource and NiSource Finance will file the Prospectus 
with the Commission pursuant to and in accordance with Rule 
424(b)(2) (or, if applicable and if consented to by the Lead 
Underwriter, subparagraph ( 5 ) )  not later than the second business 
day following the execution and delivery of the Terms Agreement. 

(b) NiSource and NiSource Finance will advise the Lead 
Underwriter promptly of any proposal to amend or supplement the 
Registration Statement or the Prospectus and will afford the Lead 
Underwriter a reasonable opportunity to ccmment on any such 
proposed amendment or supplement; and NiSource and NiSource 
Finance will also advise the Lead Underwriter promptly of the 
filing of any such amendment or supplement and of the institution 
by the Commission of any stop order proceedings in respect of the 
Registration Statement or of any part thereof and will use its 
best efforts to prevent the issuance of any such stop order and 
to obtain as soon as possible its lifting, if issued. 

(c) NiSource will comply with the provisions of the Act, 
the Securities Exchange Act of 1934, as amended, and the Rules 
and Regulations so as to permit completion of the distribution of 
the Offered Securities as contemplated by the applicable Terms 
Agreement (including the provisions of this Agreement), the 
Registration Statement and the Prospectus. If, at any time when 
a prospectus relating to the Offered Securities is required to be 
delivered under the Act in connection with sales by any 
Underwriter or dealer, any event occurs as a result of which the 
Prospectus as then amended or supplemented would include an 
untrue statement of a material fact or omit to state any material 
fact necessary to make the statements therein, in the light of 
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the circumstances under which they were made, not misleading, or 
if it is necessary at any time to amend the Prospectus to comply 
with the Act, NiSource and NiSource Finance promptly will notify 
the Lead Underwriter of such event and will promptly prepare and 
file with the Commission, at the expense of NiSource and NiSource 
Finance, an amendment or supplement which will correct such 
statement or omission or an amendment which will effect such 
compliance. Neither the Lead Underwriter's consent to, nor the 
Underwriters' delivery of, any such amendment or supplement shall 
constitute a waiver of any of the conditions set forth in Section 
5 hereof. 

(dj As soon as practicable, but not later than 16 months, 
after the date of each Terms Agreement, NiSource will make 
generally available to its securityholders an earnings statement 
covering a period of at least 12 months beginning after the later 
of (i) the effective date of the registration statement relating 
to the Registered Securities, (ii) the effective date of the most 
recent post-effective amendment to the Registration Statement to 
become effective prior to the date of such Terms Agreement and 
(iiij the date of NiSource's most recent Annual Report on Form 
10-K filed with the Commission prior to the date of such Terms 

11 

Agreement, which will satisfy the provisions of Section ll(a) of 
the Act. 

(e) NiSource or NiSource Finance will furnish to the 
Representatives copies of the Registration Statement, including 
all exhibits, any related preliminary prospectus, any related 
preliminary prospectus supplement, the Prospectus and all 
amendments and supplements to such documents, in each case as 
soon as available and in such quantities as the Lead Underwriter 
reasonably requests. NiSource or NiSource Finance will pay the 
expenses of printing and distributing to the Underwriters all 
such documents. 

(f) NiSource or NiSource Finance will arrange for the 
qualification of the Offered Securities for sale under the laws 
of such jurisdictions as the Lead Underwriter designates and will 
continue such qualifications in effect so long as required for 
the distribution, provided that, in connection with such 
qualification, neither NiSource nor NiSource Finance shall be 
required to qualify as a foreign corporation or file a general 
consent to service of process in any such jurisdiction. 

(gj During the period of five years after the date of any 
Terms Agreement, NiSource will furnish to the Representatives 
and, upon request, to each of the other Underwriters, if any, as 
soon as practicable after the end of each fiscal year, a copy of 
its annual report to stockholders for such year; and NiSource 
will furnish to the Representative (i) as soon as available, a 
copy of each report and any definitive proxy statement of 
NiSource filed with the Commission under the Securities Exchange 
Act of 1934 or mailed to stockholders, and (ii) from time to 
time, such other information concerning NiSource or NiSource 
Finance as the Lead Underwriter may reasonably request. 
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(h) Each of NiSource and/or NiSource Finance, as the case 
may be, will pay all expenses incident to the performance of its 
obligations under the Terms Agreement (including the provisions 
of this Agreement), any filing fees or other expenses (including 
fees and disbursements of counsel) in connection with 
qualification of the Registered Securities for sale under the 
laws of such jurisdictions as the Lead Underwriter may designate 
and the printing of memoranda relating thereto, any fees charged 
by investment rating agencies for the rating of the Offered 
Securities (if they are debt securities or preferred stock), any 
applicable filing fee incident to, and the reasonable fees and 
disbursements of counsel for the Underwriters in connection with, 
any review by the National Association of Securities Dealers, 
Inc. of the Registered Securities, and any travel expenses of its 
officers and employees and any other expenses incurred by it in 
connection with attending or hosting meetings with prospective 
purchasers of Registered Securities. 

12 

(i) If the Offered Securities are debt securities or 
preferred stock, neither NiSource nor NiSource Finance will 
offer, sell, contract to sell, pledge or otherwise dispose of, 
directly or indirectly, or file with the Commission a 
registration statement under the Act relating to United States 
dollar-denominated debt securities issued by NiSource Finance and 
guaranteed by NiSource and having a maturity of more than one 
year from the date of issue (if the Offered Securities are debt 
securities) or any series of preferred stock issued by NiSource 
(if the Offered Securities are preferred stock), or publicly 
disclose the intention to make any such offer, sale, pledge, 
disposition or filing, without the prior written consent of the 
Representatives for a period beginning at the time of execution 
of the Terms Agreement and ending the number of days after the 
Closing Date specified under "Blackout" in the Terms Agreement. 

( j )  If the Offered Securities are Common Stock or are 
convertible into Common Stock, NiSource will not offer, sell, 
contract to sell, pledge or otherwise dispose of, directly or 
indirectly, or file with the Commission a registration statement 
under the Act relating to, any additional shares of its Common 
Stock or securities convertible into or exchangeable or 
exercisable for any shares of its Common Stock, or publicly 
disclose the intention to make any such offer, sale, pledge, 
disposition or filing, without the prior written consent of the 
Representatives for a period beginning at the time of execution 
of the Terms Agreement and ending the number of days after the 
Closing Date specified under "Blackout" in the Terms Agreement, 
except issuances of Common Stock pursuant to the conversion or 
exchange of convertible or exchangeable securities or the 
exercise of warrants or options, in each case outstanding on the 
date of the Terms Agreement, grants of employee stock options 
pursuant to the terms of a plan in effect on the date of the 
Terms Agreement, or issuances of Common Stock pursuant to the 
exercise of such options. 

5. CONDITIONS OF THE OBLIGATIONS OF THE UNDERWRITER. The 
obligations of the several Underwriters to purchase and pay for the 
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Offered Securities will be subject to the accuracy of the 
representations and warranties on the part of NiSource and NiSource 
Finance herein, to the accuracy of the statements of officers of 
NiSource and NiSource Finance made pursuant to the provisions hereof, 
to the performance by each of NiSource and NiSource Finance of its 
obligations hereunder and to the following additional conditions 
precedent: 

(a) On or prior to the date of the Terms Agreement, the 
Representatives shall have received a letter, dated the date of 
delivery thereof, of Deloitte & Touche LLP confirming that they 
are independent public accountants within the meaning of the Act 
and the applicable published Rules and Regulations thereunder and 
stating to the effect that: 

13 

(i) in their opinion the unaudited financial 
statements for the six-month period ended June 30, 2002 and 
any related schedules and any summary of earnings related 
thereto of NiSource examined by them and included in the 
Prospectus comply as to form in all material respects with 
the applicable accounting requirements of the Act and the 
related published Rules and Regulations; 

(ii) they have performed the procedures specified 
by the American Institute of Certified Public Accountants 
for a review of interim financial information as described 
in Statement of Auditing Standards No. 71, Interim Financial 
Information, on the unaudited financial statements for the 
applicable three-month and six-month periods ended March 31, 
2002 and June 30, 2002 included in the Registration 
Statement; 

(iii) on the basis of the review referred to in 
clause (ii) above, a reading of the latest available interim 
financial statements of NiSource, inquiries of officials of 
NiSource who have responsibility for financial and 
accounting matters and other specified procedures, nothing 
came to their attention that caused them to believe that: 

(A) the unaudited financial statements, if any, 
and any summary of earnings relating thereto and 
included in the Prospectus do not comply as to form in 
all material respects with the applicable accounting 
requirements of the Act and the related published Rules 
and Regulations or any material modifications should be 
made to such unaudited financial statements and summary 
of earnings for them to be in conform it with generally 
accepted accounting principles; 

( 8 )  if any unaudited "capsule" information is 
contained in the Prospectus, the unaudited consolidated 
operating revenues, gross income, net income and net 
income per share amounts or other amounts constituting 
such "capsule" information and described in such letter 
do not agree with the corresponding amounts set forth 
in the unaudited consolidated financial statements or 
were not determined on a basis substantially consistent 
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with that of the corresponding amounts in the audited 
statements of income; 

(C )  at the date of the latest available balance 
sheet read by such accountants, or at a subsequent 
specified date not more than three business days prior 
to the date of such letter, there was any change in the 
capital stock or any increase in short-term 
indebtedness or long-term debt of NiSource and its 
consolidated subsidiaries or, at the date of the latest 
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available balance sheet read by such accountants, there 
was any decrease in consolidated net current assets or 
net assets, as compared with amounts shown on the 
latest balance sheet included in the Prospectus; except 
in all cases set forth in this clause ( C )  for changes, 
increases or decreases which the Prospectus discloses 
have occurred or may occur or which are described in 
such letter; or 

(D) for the period from the closing date of the 
latest income statement included in the Prospectus to 
the closing date of the latest available income 
statement read by such accountants there were any 
decreases, as compared with the corresponding period of 
the previous year and with the period of corresponding 
length ended the date of the latest income statement 
included in the Prospectus, in consolidated operating 
revenues, operating income or net income; except in 
all cases set forth in this clause (D) for changes, 
increases or decreases which the Prospectus discloses 
have occurred or may occur or which are described in 
such letter; 

(iv) they have compared specified dollar amounts 
(or percentages derived from such dollar amounts) and other 
financial information contained in the Prospectus (in each 
case to the extent that such dollar amounts, percentages and 
other financial information are derived from the general 
accounting records of NiSource subject to the internal 
controls of the accounting system of NiSource or are derived 
from such records by analysis or computation) with the 
results obtained from inquiries, a reading of such general 
accounting records and other procedures specified in such 
letter and have found such dollar amounts, percentages and 
other financial information to be in agreement with such 
results, except as otherwise specified in such letter. 

All financial statements and schedules included in material 
incorporated by reference into the Prospectus shall be deemed 
included in the Prospectus for purposes of this subsection. 

(b) The Prospectus shall have been filed with the 
Commission in accordance with the Rules and Regulations and 
Section 4(a) of this Agreement. No stop order suspending the 
effectiveness of the Registration Statement or of any part 
thereof shall have been issued and no proceedings for that 
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purpose shall have been instituted or, to the knowledge of 
NiSource, NiSource Finance or any Underwriter, shall be 
contemplated by the Commission. 

(c) Subsequent to the execution of the Terms Agreement, 
there shall not have occurred (i) any change, or any development 

15 

or event involving a prospective change, in the condition 
(financial or other), business, properties or results of 
operations of NiSource, NiSource Finance and the Subsidiaries 
taken as one enterprise which, in the judgment of a majority in 
interest of the Representatives, is material and adverse and 
makes it impractical or inadvisable to proceed with completion of 
the public offering or the sale of and payment for the Offered 
Securities; (ii) any downgrading in the rating of any debt 
securities or preferred stock of NiSource or NiSource Finance, as 
the case may be, by any "nationally recognized statistical rating 
organization" (as defined for purposes of Rule 436(g) under the 
Act), or any public announcement that any such organization has 
under surveillance or review its rating of any debt securities or 
preferred stock of NiSource or NiSource Finance, as the case may 
be, (other than an announcement with positive implications of a 
possible upgrading, and no implication of a possible downgrading, 
of such rating); (iiil any change in U.S. or international 
financial, political or economic conditions or currency exchange 
rates or exchange controls as would, in the judgment of a 
majority in interest of the Underwriters including any 
Representatives, be likely to prejudice materially the success of 
the proposed issue, sale or disposition of the Offered 
Securities, whether in the primary market or in respect of 
dealings in the secondary market; (iv) any material suspension or 
material limitation of trading in securities generally on the 
Stock Exchange, or any setting of minimum prices for trading on 
such exchange, or any suspension of trading of any securities of 
NiSource or NiSource Finance on any exchange or in the over-the- 
counter market; (v) any banking moratorium declared by U.S. 
Federal or New York authorities; (vi) any major disruption of 
settlements of securities or clearance services in the United 
States or (vii) any attack on outbreak or escalation of 
hostilities or act of terrorism involving the United States, any 
declaration of war by Congress or any other national or 
international calamity or emergency if, in the judgment of a 
majority in interest of the Underwriters, including any 
Representatives, the effect of any such attack, outbreak, 
escalation, act, declaration, calamity or emergency makes it 
impractical or inadvisable to proceed with completion of the 
public offering or the sale of and payment for the Offered 
Securities. 

(d) The Representatives shall have received an opinion, 
dated the Closing Date, of Schiff Hardin & Waite, counsel for 
NiSource and NiSource Finance, to the effect that: 

(i) NiSource has been duly incorporated and is a 
validly existing corporation in good standing under the laws 
of the State of Delaware, with corporate power and authority 
to own its properties and conduct its business as described 
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in the Prospectus; and NiSource is duly qualified to 

16 

transact business as a foreign corporation and is in good 
standing under the laws of the State of Indiana; 

(ii) NiSource Finance has been duly incorporated and is 
a validly existing corporation under the laws of the State 
of Indiana, with corporate power and authority to own its 
properties and conduct its business as described in the 
Prospectus; 

(iii) If the Offered Securities are debt securities 
issued by NiSource Finance and guaranteed by NiSource: The 
Indenture has been duly authorized, executed and delivered 
by each of NiSource and NiSource Finance and has been duly 
qualified under the Trust Indenture Act; the Offered 
Securities which are debt securities have been duly 
authorized by NiSource Finance; the Offered Securities which 
are Guarantees have been duly authorized by NiSource; the 
Offered Securities which are debt securities have been duly 
executed and, when authenticated in accordance with the 
terms of the Indenture and delivered to and paid for by the 
Underwriters in accordance with the provisions of the Terms 
Agreement (including the provisions of this Agreement) or 
sold pursuant to Delayed Delivery Contracts, will 
constitute, legal, valid and binding obligations of NiSource 
Finance enforceable against NiSource Finance in accordance 
with their terms, subject to bankruptcy, insolvency, 
fraudulent transfer, reorganization, moratorium and similar 
laws of general applicability relating to or affecting 
creditors' rights and to general equity principles; the 
Offered Securities which are guarantees of debt securities 
have been duly executed and, when the debt securities on 
which the guarantees are endorsed are authenticated in 
accordance with the terms of the Indenture and delivered to 
and paid for by the Underwriters in accordance with the 
provisions of the Terms Agreement (including the provisions 
of this Agreement) or sold pursuant to Delayed Delivery 
Contracts, will constitute, legal, valid and binding 
obligations of NiSource entitled to the benefits of the 
Indenture and enforceable against NiSource in accordance 
with their terms, subject to bankruptcy, insolvency, 
fraudulent transfer, reorganization, moratorium and similar 
laws of general applicability relating to or affecting 
creditors' rights and to general equity principles; and the 
Offered Securities other than any Contract Securities 
conform, and any Contract Securities, when so delivered and 
sold will conform, as to legal matters in all material 
respects to the descriptions thereof contained In the 
Prospectus; 

(iv) If the Offered Securities are preferred stock: The 
Offered Securities have been duly authorized; the Offered 
securities other than any Contract Securities when delivered 

17  
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to and paid for by the Underwriters in accordance with the 
provisions of the Terms Agreement (including the provisions 
of this Agreement) will be validly issued, fully paid and 
nonassessable; any Contract Securities, when delivered and 
sold pursuant to Delayed Delivery Contracts, will be validly 
issued, fully paid and non-assessable; and the Offered 
Securities other than any Contract Securities conform, and 
any Contract Securities, when so delivered and sold, will 
conform, as to legal matters in all material respects to the 
descriptions thereof contained in the Prospectus; and the 
stockholders of NiSource have no statutory preemptive rights 
with respect to the Offered Securities; 

(v) If the Offered Securities are Common Stock: The 
Offered Securities have been duly authorized and when 
delivered to and paid for by the underwriters in accordance 
with the provisions of the Terms Agreement (including the 
provisions of this Agreement) will be validly issued, fully 
paid and nonassessable and conform as to legal matters in 
all material respects to the description thereof contained 
in the Prospectus; and the stockholders of NiSource have no 
statutory preemptive rights with respect to the Offered 
Securities; 

(vi) If the Offered Securities are convertible into 
Common Stock: The Offered Securities other than any Contract 
Securities are, and any Contract Securities, when (if the 
Offered Securities are debt securities) executed, 
authenticated, issued and delivered in the manner provided 
in the Indenture and sold pursuant to Delayed Delivery 
Contracts or (if the Offered Securities are preferred stock) 
when issued, delivered and sold pursuant to Delayed Delivery 
Contracts, will be convertible into Common Stock in 
accordance with (if they are debt securities) the Indenture 
or (if they are preferred stock) their terms; the shares of 
Common Stock initially issuable upon conversion of the 
Offered Securities have been duly authorized and reserved 
for issuance upon such conversion and, when issued upon such 
conversion, will be validly issued, fully paid and 
nonassessable; the Common Stock conforms as to legal matters 
in all material respects to the description thereof 
contained in the Prospectus; and the stockholders of 
NiSource have no statutory preemptive rights with respect to 
the Common Stock; 

(vii) If the Offered Securities are Common Stock or 
are convertible into Common Stock: Except for the 
obligations of NiSource and NiSource Finance pursuant to the 
Registration Rights Agreement dated November 9, 2000 and 
except for registration obligations in connection with the 
remarketing of NiSource's SAILS and PIES, there are no 
contracts, agreements or understandings known to such 
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counsel between NiSource or NiSource Finance and any person 
granting such person the right to require NiSource or 

file://C:\Documents and Settings\nlemast\Local Settings\Temp\QuickPlaceL?OO7-00008 A. .. 4/22/2007 

file://C:\Documents


Page 18 of 30 

NiSource Finance to file a registration statement under the 
Act with respect to any securities of NiSource or NiSource 
Finance owned or to be owned by such person or to require 
Hisource or NiSource Finance to include such securities with 
the securities registered pursuant to the Registration 
Statement or with any securities being registered pursuant 
to any other registration statement filed by NiSource or 
NiSource Finance under the Act; 

(viii) Neither the execution and delivery by each of 
NiSource and NiSource Finance of the Terms Agreement 
(including the provisions of this Agreement) nor the 
performance by each of NiSource and NiSource Finance of 
their respective obligations under the Terms Agreement 
(including the provisions of this Agreement) requires any 
consent or approval of any nature from or filing with any 
governmental authority of any of the State of Illinois, the 
State of Indiana or the United States of America, nor is any 
such consent, approval or filing required by the Delaware 
General Corporation Law; 

(ix) NiSource is a "PUBLIC UTILITY HOLDING COMPANY" 
within the meaning of the Public Utility Holding Company Act 
of 1935, as amended, and is registered in compliance 
therewith. All necessary approvals under the Public Utility 
Holding Company Act of 1935, as amended, for the issuance 
and sale of the Offered Securities and, if the Offered 
Securities are preferred stock or debt securities issued by 
NiSource Finance and guaranteed by NiSource, compliance with 
the terms and provisions thereof, have been obtained, 
except to the extent that any failure to obtain such 
approvals or to comply with the terms thereof, individually 
or in the aggregate, could not reasonably be expected to 
have a Material Adverse Effect or to materially and 
adversely affect the ability of either NiSource or NiSource 
Finance to perform its obligations under the Indenture (if 
the Offered Securities are debt securities issued by 
NiSource Finance and guaranteed by NiSource), the Terms 
Agreement (including the provisions of this Agreement) or 
any Delayed Delivery Contracts, or which would otherwise not 
be material in the context of the sale of the Offered 
Securities; 

(x) Neither NiSource nor NiSource Finance is and, 
after giving effect to the offering and sale of the Offered 
Securities and the application of the proceeds thereof as 
described in the Prospectus, neither will be an "INVESTMENT 
COMPANY" as defined in the Investment Company Act of 1940; 
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(xi) Each of the Significant Subsidiaries has been duly 
incorporated and is a corporation validly existing and, 
where applicable, in good standing under the laws of the 
jurisdiction of its incorporation, with corporate power and 
authority to own its properties and to conduct its business 
as described in the Prospectus; and each Significant 
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Subsidiary is duly qualified to transact business as a 
foreign corporation in good standing in each of the 
jurisdictions set forth opposite the name of such 
Significant Subsidiary on a schedule attached to the 
opinion; 

(xii) To the knowledge of such counsel, based in part 
upon a review of the stock register of each of NiSource 
Finance, NiSource Capital Markets, Inc., Columbia Energy and 
Northern Indiana Public Service Company (collectively, the 
"SPECIFIED SUBSIDIARIES"), all of the issued and outstanding 
capital stock of each of the Specified Subsidiaries (except 
for, as disclosed in the Prospectus, the issued and 
outstanding shares of preferred stock of Northern Indiana 
Public Service Company) is owned by NiSource, directly or 
through subsidiaries. There is no perfected lien upon the 
outstanding shares of capital stock of any of the Specified 
Subsidiaries and, to the knowledge of such counsel, there is 
no other lien, security interest, charge or encumbrance upon 
the capital stock of any of the Specified Subsidiaries; 

(xiii) To the knowledge of such counsel, except as 
disclosed in the Prospectus, there are no pending or 
threatened actions, suits, proceedings or investigations 
against or affecting NiSource, NiSource Finance or any 
Subsidiary or any of their respective properties, assets or 
operations that could reasonably be expected to, 
individually or in the aggregate, materially and adversely 
affect the ability of either NiSource or NiSource Finance to 
perform its obligations under the Terms Agreement (including 
the provisions of this Agreement) or which could be 
reasonably be expected to have a Material Adverse Effect; 

(xiv) The execution and delivery by each of NiSource 
and NiSource Finance of the Terms Agreement (including the 
provisions of this Agreement) do not, and the performance by 
each of NiSource and NiSource Finance of its respective 
obligations under the Terms Agreement (including the 
provisions of this Agreement), including the issuance and 
sale of the Offered Securities, will not, (i) violate the 
certificate or articles of incorporation or by-laws of 
NiSource or NiSource Finance, (ii) violate any law, rule cr 
regulation applicable to NiSource or NiSource Finance and 
generally applicable to transactions of the type 
contemplated by the Terms Agreement (including the 
provisions of this Agreement) undertaken by issuers engaged 
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in businesses similar to the businesses of NiSource and 
NiSource Finance, (iii) violate any judgment, injunction, 
order or decree identified by an officer of NiSource or 
NiSource Finance as material to NiSource, NiSource Finance 
and the Subsidiaries taken as a whole (which judgments, 
injunctions, orders and decrees, if any, shall be set forth 
in a certificate attached to the opinion), or (iv) breach or 
result in a default under any indenture, mortgage, 
instrument or agreement which is filed as an exhibit to or 
filed as an exhibit through incorporation by reference to 
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either NiSource's Annual Report on Form 10-K for the year 
ended on the December 31 preceding the date of delivery of 
such opinion or any Quarterly Report on Form 10-Q or Report 
on Form 8-K filed subsequent to the date of such Form 10-K; 

(xv) The descriptions in the Registration Statement and 
in the Prospectus of any statutes, legal and governmental 
proceedings, contracts and documents, insofar as such 
statements purport to constitute summaries of matters of law 
and legal conclusions with respect thereto, are correct in 
all material respects; and such counsel do not know of any 
legal or governmental proceedings pending to which NiSource, 
NiSource Finance or any Subsidiary is a party or to which 
any of their respective properties is subject that are 
required to be described in the Registration Statement or 
the Prospectus and are not so described, or of any statutes, 
regulations, contracts or other documents that are required 
to be described in the Registration Statement or the 
Prospectus or to be filed as exhibits to the Registration 
Statement that are not so described or filed as required; 

(xvi) The Registration Statement has become effective 
under the Act, the Prospectus was filed with the Commission 
pursuant to the subparagraph of Rule 424(b) specified in 
such opinion on the date specified therein, and, to the best 
knowledge of such counsel, no stop order suspending the 
effectiveness of the Registration Statement or any part 
thereof has been issued and no proceedings for that purpose 
have been instituted or are pending or threatened under the 
Act, and the registration statement relating to the 
Registered Securities, as of its effective date, the 
Registration Statement and the Prospectus, as of the date of 
the Terms Agreement, and any amendment or supplement 
thereto, as of its date, complied as to form in all material 
respects with the requirements of the Act, the Trust 
Indenture Act and the Rules and Regulations; such counsel 
have had no facts come to their attention that have led them 
to believe that the Registration Statement, as of its 
effective date, contained an untrue statement of a material 
fact or omitted to state a material fact required to be 
stated therein or necessary to make the statements therein 
not misleading or that the Prospectus, as supplemented as of 

the date of the prospectus supplement or as of the Closing 
Date, contained or contains an untrue statement of a 
material fact or omitted or omits to state a material fact 
necessary in order to make the statements therein, in the 
light of the circumstances under which they were made, not 
misleading; it being understood that such counsel need 
express no opinion as to the financial statements or other 
financial data contained in the Registration Statement or 
the Prospectus; and 

(xvii) The Terms Agreement (including the provisions 
of this Agreement) and, if the Offered Securities are debt 
securities issued by NiSource Finance and guaranteed by 
NiSource or preferred stock, the Delayed Delivery Contracts 
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have been duly authorized, executed and delivered by 
NiSource and/or NiSource Finance, as the case may be 

(e) The Representatives shall have received from Dewey 
Ballantine LL?, counsel for the Underwriters, such opinion or 
opinions, dated the Closing Date, with respect to the 
incorporation of each of NiSource and NiSource Finance, the 
validity of the Offered Securities, the Registration Statement, 
the Prospectus and other related matters as the Representatives 
may require, and each of NiSource and NiSource Finance shall have 
furnished to such counsel such documents as they request for the 
purpose of enabling them to pass upon such matters. In rendering 
such opinion, Dewey Ballantine LLP may rely as to the 
incorporation of NiSource Finance and all other matters governed 
by Indiana law upon the opinion of Schiff Hardin & Waite 
referred to above. 

( f )  The Representatives shall have received a certificate, 
dated the Closing Date, of the ?resident or any Vice President 
and a principal financial or accounting officer of NiSource in 
which such officers, to the best of their knowledge after 
reasonable investigation, shall state that the representations 
and warranties of NiSource in this Agreement are true and correct 
in all material respects, that NiSource has complied with all 
agreements and satisfied all conditions on its part to be 
performed or satisfied hereunder at or prior to the Closing Date, 
that no stop order suspending the effectiveness of the 
Registration Statement or of any part thereof has been issued and 
no proceedings for that purpose have been instituted or are 
contemplated by the Commission and that, subsequent to the date 
of the most recent financial statements in the Prospectus, there 
has been no material adverse change, nor any development or event 
involving a prospective material adverse change, in the condition 
(financial or other), business, properties or results of 
operations of NiSource, NiSource Finance and the Subsidiaries 
taken as a whole except as set forth in or contemplated by the 
Prospectus or as described in such certificate. 

2 2  

(g) If the Offered Securities are' debt securities, the 
Representatives shall have received a certificate, dated the 
Closing Date, of the President or any Vice President and a 
principal financial or accounting officer of NiSource Finance in 
which such officers, to the best of their knowledge after 
reasonable investigation, shall state that the representations 
and warranties of NiSource Finance in this Agreement are true and 
correct in all material respects, that NiSource Finance has 
complied with all agreements and satisfied all conditions on its 
part to be performed or satisfied hereunder at or prior to the 
Closing Date, that no stop order suspending the effectiveness of 
the Registration Statement or of any part thereof has been issued 
and no proceedings for that purpose have been instituted or are 
contemplated by the Commission and that, subsequent to the date 
of the most recent financial statements in the Prospectus, there 
has been no material adverse change, nor any development or event 
involving a prospective material adverse change, in the condition 
(financial or other), business, properties or results of 
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operations of NiSource, NiSource Finance and the Subsidiaries 
taken as a whole except as set forth in or contemplated by the 
Prospectus or as described in such certificate. 

(h) The Representatives shall have received a certificate, 
dated the Closing Date, of the Chief Financial Officer of 
NiSource certifying as to certain financial information included 
or incorporated by reference into the Registration Statement and 
Prospectus as required by the Representatives. 

(i) The Representatives shall have received a letter, dated 
the Closing Date, of Deloitte & Touche L L P  which meets the 
requirements of subsection (a) of this Section, except that the 
specified date referred to in such subsection will be a date not 
more than three days prior to the Closing Date for the purposes 
of this subsection. 

Each of NiSource and NiSource Finance agrees to furnish the 
Representatives with such conformed copies of such opinions, 
certificates, letters and documents as the Representatives reasonably 
request. The Lead Underwriter may in its sole discretion waive on 
behalf of the Underwriters compliance with any conditions to the 
obligations of the Underwriters under this Agreement and the Terms 
Agreement. 

6. INDEMNIFICATION AND CONTRIBUTION. (a) NiSource and 
NiSource Finance, jointly and severally, will indemnify and hold 
harmless each Underwriter, its partners, directors and officers and 
each person, if any, who controls such Underwriter within the meaning 
of Section 15 of the Act, against any losses, claims, damages or 
liabilities, joint or several, to which such Underwriter may become 
subject, under the Act or otherwise, insofar as such losses, claims, 
damages or liabilities (or actions in respect thereof) arise out of or 
are based upon any untrue statement or alleged untrue statement of any 

2 3  

material fact contained in the Registration Statement, the Prospectus, 
or any amendment or supplement thereto, or any related preliminary 
prospectus or preliminary prospectus supplement, or arise out of or 
are based upon the omission or alleged omission to state therein a 
material fact required to be stated therein or necessary to make the 
statements therein not misleading, and will reimburse each Underwriter 
for any legal or other expenses reasonably incurred by such 
Underwriter in connection with investigating or defending any such 
loss, claim, damage, liability or action as such expenses are 
incurred; PROVIDED, HOWEVER, that NiSource and NiSource Finance will 
not be liable in any such case to the extent that any such loss, 
claim, damage or liability arises out of or is based upon an untrue 
statement or alleged untrue statement in or omission or alleged 
omission from any of such documents in reliance upon and in conformity 
with written information furnished to NiSource or NiSource Finance by 
any Underwriter through the Representatives, if any, specifically for 
use therein, it being understood and agreed that the only such 
information furnished by any Underwriter consists of the information 
described as such in the Terms Agreement; AND PROVIDED, FURTHER, that 
with respect to any untrue statement or alleged untrue statement in or 
omission or alleged omission from any preliminary prospectus or 
prospectus supplement the indemnity agreement contained in this 
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subsection (a) shall not inure to the benefit of any Underwriter from 
whom the person asserting any such loss, claim, damage or liability 
purchased the Offered Securities concerned, to the extent that a 
prospectus or prospectus supplement relating to such Offered 
Securities was required to be delivered by such Underwriter under the 
Act in connection with such purchase and any such loss, claim, damage 
or liability of such Underwriter results from the fact that there was 
not sent or given to such person, at or prior to the written 
confirmation of the sale of such Offered Securities to such person, a 
copy of the prospectus or prospectus supplement (exclusive of 
material incorporated by reference) if NiSource or NiSource Finance 
had previously furnished copies thereof to such Underwriter. 

(b) Each Underwriter will severally and not jointly 
indemnify and hold harmless NiSource and NiSource Finance, their 
respective directors and officers and each person, if any, who 
controls each of NiSource and NiSource Finance within the meaning of 
Section 15 of the Act, against any losses, claims, damages or 
liabilities to which NiSource or NiSource Finance may become subject, 
under the Act or otherwise, insofar as such losses, claims, damages or 
liabilities (or actions in respect thereof) arise out of or are based 
upon any untrue statement or alleged untrue statement of any material 
fact contained in the Registration Statement, the Prospectus, or any 
amendment or supplement thereto, or any related preliminary prospectus 
or preliminary prospectus supplement, or arise out of or are based 
upon the omission or the alleged omission to state therein a material 
fact required to be stated therein or necessary to make the statements 
therein not misleading, in each case to the extent, but only to the 
extent, that such untrue statement or alleged untrue statement or 
omission or alleged omission was made in reliance upon and in 

24 

conformity with written information furnished to NiSource or NiSource 
Finance by such Underwriter through the Representatives, if any, 
specifically for use therein, and will reimburse any legal or other 
expenses reasonably incurred by NiSource or NiSource Finance in 
connection with investigating or defending any such loss, claim, 
damage, liability or action as such expenses are incurred, it being 
understood and agreed that the only such information furnished by any 
Underwriter consists of the information described as such in the Terms 
Agreement. 

(c) Promptly after receipt by an  indemnified party under 
this Section of notice of the commencement of any action, such 
indemnified party will, if a claim in respect thereof is to be made 
against the indemnifying party under subsection (a) or (b) above, 
notify the indemnifying party of the commencement thereof; but the 
failure to notify the indemnifying party shall not relieve it from any 
liability that it may have under subsection (a) or (b) above except to 
the extent that it has been materially prejudiced through the 
forfeiture of substantive rights or defenses by such failure; and 
provided further that the failure to notify the indemnifying party 
shall not relieve it from any liability which it may have to any 
indemnified party otherwise than under subsection (a) or (b) above. 
In case any such action is brought against any indemnified party and 
it notifies the indemnifying party of the commencement thereof, the 
indemnifying party will be entitled to participate therein and, to the 
extent that it may wish, jointly with any other indemnifying party 

file://C:\Documents and Settings\nlemast\Locai Settings\Temp\QuickP1ace\2007-00008 A... 4/22/2007 

file://C:\Documents


Page 24 of 30 

similarly notified, to assume the defense thereof, with counsel 
satisfactory to such indemnified party (who shall not, except with the 
consent of the indemnified party, be counsel to the indemnifying 
party), and after notice from the indemnifying party to such 
indemnified party of its election so to assume the defense thereof, 
the indemnifying party will not be liable to such indemnified party 
under this Section for any legal or other expenses subsequently 
incurred by such indemnified party in connection with the defense 
thereof other than reasonable costs of investigation. No indemnifying 
party shall, without the prior written consent of the indemnified 
party, effect any settlement of any pending or threatened action in 
respect of which any indemnified party is or could have been a party 
and indemnity could have been sought hereunder by such indemnified 
party unless such settlement (i) includes an unconditional release of 
such indemnified party from all liability on any claims that are the 
subject matter of such action and (ii) does not include a statement as 
to, or an admission of, fault, culpability or a failure to act by or 
on behalf of an indemnified party. 

(d) If the indemnification provided for in this Section is 
unavailable or insufficient to hold harmless an indemnified party 
under subsection (a) or (b) above, then each indemnifying party shall 
contribute to the amount paid or payable by such indemnified party as 
a result of the losses, claims, damages or liabilities referred to in 
subsection (a) or (b) above (i) in such proportion as is appropriate 
to reflect the relative benefits received by NiSource and NiSource 

2 5  

Finance on the one hand and the Underwriters on the other from the 
offering of the Offered Securities or (ii) if the allocation provided 
by clause (i) above is not permitted by applicable law, in such 
proportion as is appropriate to reflect not only the relative benefits 
referred to in clause (i) above but also the relative fault of 
NiSouroe and NiSource Finance on the one hand and the Underwriters on 
the other in connection with the statements or omissions which 
resulted in such losses, claims, damages or liabilities as well as any 
other relevant equitable considerations. The relative benefits 
received by NiSource and NiSource Finance on the one hand and the 
Underwriters on the other shall be deemed to be in the same proportion 
as the total net proceeds from the offering (before deducting 
expenses) received by NiSource and NiSource Finance bear to the total 
underwriting discounts and commissions received by the Underwriters. 
The relative fault shall be determined by reference to, among other 
things, whether the untrue or alleged untrue statement of a material 
fact or the omission or alleged omission to state a material fact 
relates to information supplied by NiSource and NiSource Finance on 
the one hand or the Underwriters on the other and the parties' 
relative intent, knowledge, access to information and opportunity to 
correct or prevent such untrue statement or omission. The amount paid 
by an indemnified party as a result of the losses, claims, damages or 
liabilities referred to in the first sentence of this subsection (d) 
shall be deemed to include any legal or other expenses reasonably 
incurred by such indemnified party in connection with investigating or 
defending any action or claim which is the subject of this subsection 
(d). Notwithstanding the provisions of this subsection (d), no 
Underwriter shall be required to contribute any amount in excess of 
the amount by which the total price at which the Offered Securities 
underwritten by it and distributed to the public were offered to the 
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public exceeds the amount of any damages which such Underwriter has 
otherwise been required to pay by reason of such untrue or alleged 
untrue statement or omission or alleged omission. No person guilty of 
fraudulent misrepresentation (within the meaning of Section ll(f) of 
the Act) shall be entitled to contribution from any person who was not 
guilty of such fraudulent misrepresentation. The Underwriters' 
obligations in this subsection (d) to contribute are several in 
proportion to their respective underwriting obligations and not joint. 

(e) The obligations of NiSource and NiSource Finance under 
this Section shall be in addition to any liability which NiSource or 
NiSource Finance may otherwise have and shall extend, upon the same 
terms and conditions, to each person, if any, who controls any 
Underwriter within the meaning of the Act; and the obligations of the 
Underwriters under this Section shall be in addition to any liability 
which the respective Underwriters may otherwise have and shall extend, 
upon the same terms and conditions, to each director of NiSource and 
NiSource Finance, to each officer of NiSource and NiSource Finance who 
has signed the Registration Statement and to each person, if arty, who 
controls NiSource or NiSource Finance within the meaning of the Act. 

2 6  

7. DEFAULT OF UNDERWRITERS. If any Underwriter or Underwriters 
default in their obligations to purchase Offered Securities under the 
Terms Agreement and the aggregate principal amount (if debt 
securities) or number of shares (if preferred stock or Common Stock) 
of Offered Securities that such defaulting Underwriter or Underwriters 
agreed but failed to purchase does not exceed 10% of the total 
principal amount (if debt securities) or number of shares (if 
preferred stock or Common Stock) of Offered Securities, the Lead 
Underwriter may make arrangements satisfactory to NiSource and/or 
NiSource Finance, as the case may be, for the purchase of such Offered 
Securities by other persons, including any of the Underwriters, but if 
no such arrangements are made by the Closing Date, the non-defaulting 
Underwriters shall be obligated severally, in proportion to their 
respective commitments under the Terms Agreement (including the 
provisions of this Agreement), to purchase the Offered Securities that 
such defaulting Underwriters agreed but failed to purchase. If any 
Underwriter or Underwriters so default and the aggregate principal 
amount (if debt securities) or number of shares (if preferred stock or 
Common Stock) of Offered Securities with respect to which such default 
or defaults occur exceeds 10% of the total principal amount (if debt 
securities) or number of shares (if preferred stock or Common Stock) 
of Offered Securities and arrangements satisfactory to the Lead 
Underwriter and NiSource and/or NiSource Finance, as the case may be, 
for the purchase of such Offered Securities by other persons are not 
made within 36 hours after such default, the Terms Agreement will 
terminate without liability on the part of any non-defaulting 
Underwriter or NiSource or NiSource Finance, except as provided in 
Section 8 .  As used in this Agreement, the term "Underwriter" includes 
any person substituted for an Underwriter under this Section. Nothing 
herein will relieve a defaulting Underwriter from liability for its 
default. If the Offered Securities are debt securities or preferred 
stock, the respective commitments of the several Underwriters for the 
purposes of this Section shall be determined without regard to 
reduction in the respective Underwriters' obligations to purchase the 
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principal amounts (if debt securities) or numbers of shares (if 
preferred stock) of the Offered Securities set forth opposite their 
names in the Terms Agreement as a result of Delayed Delivery Contracts 
entered into by NiSource and/or NiSource Finance, as the case may be. 

8. SURVIVAL OF CERTAIN REPRESENTATIONS AND OBLIGATIONS. The 
respective indemnities, agreements, representations, warranties and 
other statements of NiSource, NiSource Finance or their respective 
officers and of the several Underwriters set forth in or made pursuant 
to the Terms Agreement (including the provisions of this Agreement) 
will remain in full force and effect, regardless of any investigation, 
or statement as to the results thereof, made by or on behalf of any 
Underwriter, NiSource, NiSource Finance or any of their respective 
representatives, officers or directors or any controlling person, and 
will survive delivery of and payment for the Offered Securities. If 
the Terms Agreement is terminated pursuant to Section 7 or if for any 
reason the purchase of the Offered Securities by the Underwriters is 
not consummated, NiSource and NiSource Finance shall remain 
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responsible for the expenses to be paid or reimbursed by it pursuant 
to Section 4 and the respective obligations of NiSource, NiSource 
Finance and the Underwriters pursuant to Section 6 shall remain in 
effect. If the purchase of the Offered Securities by the Underwriters 
is not consummated for any reason other than solely because of the 
termination of the Terms Agreement pursuant to Section 7 or the 
occurrence of any event specified in clauses (iii), (iv), (v), (vi) or 
(vii) of Section 5(c), NiSource and/or NiSource Finance will reimburse 
the Underwriters for all out-of-pocket expenses (including fees and 
disbursements of counsel) reasonably incurred by them in connection 
with the offering of the Offered Securities. 

9. NOTICES. All communications hereunder will be in writing 
and, if sent to the Underwriters, will be mailed, delivered or 
telegraphed and confirmed to them at their address furnished to 
NiSource in writing for the purpose of communications hereunder or, if 
sent to NiSource, wil.1 be mailed, delivered or telegraphed and 
confirmed to it at 801 East 86th Avenue, Merrillville, Indiana 46410, 
Attention: David J. Vajda, if sent to NiSource Finance, will be 
mailed, delivered or telegraphed and confirmed to it at 801 East 86th 
Avenue, Merrillville, Indiana 46410, Attention: David J. Vajda, in 
each case with a copy to Peter V. Fazio, Jr., Schiff Hardin & Waite, 
6600 Sears Tower, Chicago, Illinois 60606-6473. 

10. SUCCESSORS. The Terms Agreement (including the provisions 
of this Agreement) will inure to the benefit of and be binding upon 
NiSource, NiSource Finance and such Underwriters as are identified in 
the Terms Agreement and their respective successors and the officers 
and directors and controlling persons referred to in Section 6, and no 
other person will have any right or obligation hereunder. 

11. REPRESENTATION OF UNDERWRITERS. Any Representativeswill act 
for the several Underwriters in connection with the financing 
described in the Terms Agreement, and any action under such Terms 
Agreement (including the provisions of this Agreement) taken by the 
Representatives jointly or by the Lead Underwriter will be binding 
upon all the Underwriters. 
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12. COUNTERPARTS. The Terms Agreement may be executed in any 
number of counterparts, each of which shall be deemed to be an 
original, but all such counterparts shall together constitute one and 
the same Agreement. 

13. APPLICABLE LAW. THIS AGREEMENT AND THE TERMS AGREEMENT 
SHALL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE WITH, THE LAWS OF 
THE STATE OF NEW YORK, WITHOUT REGARD TO PRINCIPLES OF CONFLICTS OF 
LAWS. 

Each of NiSource and NiSource Finance hereby submits to the non- 
exclusive jurisdiction of the Federal and state courts in the Borough 
of Manhattan in The City of New York in any suit or proceeding arising 
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out of or relating to the Terms Agreement (including the provisions of 
this Agreement) or the transactions contemplated thereby. 

Dated: November 6, 2002 
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ANNEX I 

(Three copies of this Delayed Delivery Contract should be 
signed and returned to the address shown below so as to 

arrive not later than 9:00 A.M., 
New York time, on [ I ,  200J 

DELAYED DELIVERY CONTRACT 

[Insert date of initial public offering] 

[NISOURCE INC.] [NISOURCE FINANCE CORP.] 
c/o 

Gentlemen: 

The undersigned hereby agrees to purchase from [NiSource Inc., a 
Delaware corporation ("NISOURCE"),] [NiSource Finance Corp., an 
Indiana Corporation and wholly-owned subsidiary of NiSource 
Inc. ("NISOURCE FINANCE") 1 and [NiSource] [NiSource Finance] agrees to 
sell to the undersigned, as of the date hereof, for delivery on 
[ I, 200- ("DELIVERY DATE") , [ shares] 
I$ principal amount] [of [NiSource'sl [NiScurce 
Finance's] [insert title of securities] ("SECURITIES"), offered by the 
Prospectus of NiSource and NiSource Finance dated [ 1, 200- and 
a Prospectus Supplement dated [ I ,  200- relating thereto, 
receipt of copies of which is hereby acknowledged, at- % of the 

share plus accrued dividends, if any,-and on the further terms and 
conditions set forth in this Delayed Delivery Contract ("CONTRACT"). 

principal amount thereof plus accrued interest, if any,-$ per 

[IF TWO OR MORE DELAYED CLOSINGS, INSERT THE FOLLOWING: 

The undersigned will purchase from [NiSource] [NiSource Finance] 
as of the date hereof, f o r  delivery on the dates set forth below, 
Securities in the-principal-amounts set forth below: 

Delivery Date [Number of Shares/Principal Amount] 
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Each of such delivery dates is hereinafter referred to as a Delivery 
Date. 1 

Payment for the Securities that the undersigned has agreed to 
purchase for delivery on--the--each--Delivery Date shall be made to 
[NiSource] [NiSource Finance] or its order in Federal (same day) funds 
by certified or official bank check or wire transfer to an account 
designated by [NiSource][NiSource Finance] at a bank acceptable to the 
Underwriter, at the office of at A.M. on-- 
the--such--Delivery Date upon delivery to the undersigned of the 
Securities to be purchased by the undersigned--for delivery on such 
Delivery Date--in definitive [IF DEBT ISSUE, INSERT--fully registered] 
form and in such denominations and registered in such names as the 
undersigned may designate by written or telegraphic communication 
addressed to [NiSource][NiSource Finance] not less than five full 
business days prior to--the--such--Delivery Date. 

It is expressly agreed that the provisions for delayed delivery 
and payment are for the sole convenience of the undersigned; that the 
purchase hereunder of Securities is to be regarded in all respects as 
a purchase as of the date of this Contract; that the obligation of 
[NiSource][NiSource Finance] to make delivery of and accept payment 
for, and the obligation of the undersigned to take delivery of and 
make payment for, Securities on--the--each--Delivery Date shall be 
subject only to the conditions that (1) investment in the Securities 
shall not at--the--such--Delivery Date be prohibited under the laws of 
any jurisdiction in the United States to which the undersigned is 
subject and (2) [NiSourcel [NiSource Finance] shall have sold to the 
Underwriters the total--principal amount--number of shares--of the 
Securities less the--principal amount--number of shares--thereof 
covered by this and other similar Contracts. The undersigned 
represents that its investment in the Securities is not, as of the 
date hereof, prohibited under the laws of any jurisdiction to which 
the undersigned is subject and which governs such investment. 

Promptly after completion of the sale to the Underwriters 
[NiSource] [NiSource Finance] will mail or deliver to the undersigned 
at its address set forth below notice to such effect, accompanied by-- 
a copy--copies--of the opinion[sl of counsel for [NiSourcel [NiSource 
Finance] delivered to the Underwriters in connection therewith. 

This Contract will inure to the benefit of and be binding upon 
the parties hereto and their respective successors, but will not be 
assignable by either party hereto without the written consent of the 
other. 

It is understood that the acceptance of any such Contract is in 
[NiSource] [NiSource Financel's sole discretion and, without limiting 
the foregoing, need not be on a first-come, first-served basis. If 
this Contract is acceptable to [NiSource][NiSource Finance], it is 
requested that [NiSourcel [NiSource Finance] sign the form of 
acceptance below and mail or deliver one of the counterparts hereof to 
the undersigned at its address set forth below. This will become a 
binding contract between [NiSourcel [NiSource Finance] and the 
undersigned when such counterpart is so mailed or delivered. 
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2 

Yours very truly, 

(Name of Purchaser) 

BY 
[Name/Title] 

(Address of Purchaser) 

Accepted, as of the above date. 

[NISOURCE INC.] [NISOURCE FINANCE CORP.1 

BY 
[Insert Title] 

3 

</TEXT> 
</DOCUMENT> 
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NiSource announces successful remarketing of PIES debentures 
MERRILLVILLE, Ind. - NiSource Inc. (NYSE: NI) announced today a successful 
remarketing of the senior debentures due in 2005 included in its Premium 
income Equity Securities (PIES). The successful bidder, Deutsche Bank 
Securities, has agreed to exchange the debentures for a new issue of IO-year 
notes, which it is underwriting to the public. NiSource will receive proceeds of 
$345 million from the transaction, which is scheduled to close on February 19, 
2003. 

"This is a beneficial transaction for NiSource because we were able to extend the 
duration of the notes from two years to ten years at a favorable rate of interest," 
said David J. Vajda, vice president and treasurer, NiSource. "With this exchange, 
NiSource will issue IO-year notes at a coupon rate of 6.15 percent," Vajda 
added. The new notes will mature in 2013.Specific terms of the transaction 
include: 

Deutsche Bank agreed to purchase substantially all of the outstanding 
debentures due 2005. 
Deutsche Bank Securities and NiSource executed an underwriting 
agreement for the new notes. 

About NiSource 

NiSource Inc. (NYSE: NI) is a Fortune 500 holding company with headquarters in 
Merrillville, Ind., whose core operating companies engage in natural gas 
transmission, storage and distribution, as well as electric generation, 
transmission and distribution. NiSource operating companies deliver energy to 
3.7 million customers located within the high-demand energy corridor stretching 
from the Gulf Coast through the Midwest to New England. Information about 
NiSource and its subsidiaries is available via the Internet at www.nisource.com 

http://www.nisource.com
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Prospectus supplement to prospectus dated November 20,2000 

NiSource Finance Corp. 
$345,000,000 

6.15% Notes due 2013 

Unconditionally Guaranteed by NiSource Inc. 

We will pay interest on the notes on March 1 and September 1 of each year, beginning September 1,2003. 
The notes will mature on March 1,2013. We may redeem the notes at any time by paying the greater of 
principal and interest on the notes or a “make-whole” amount. The notes will be unsecured obligations and 
will rank equally with our unsecured senior indebtedness. The notes will be issued only in denominations 
of $1,000 and integral multiples of $1,000, 

Investing in the notes involves risk. See “Risk Factors” beginning on page S-8. 

Neither the Securities and Exchange Commission nor any state securities commission has approved 
or disapproved of these securities or determined if the prospectus supplement or the prospectus to 
which it relates is truthful or complete. Any representation to the contrary is a crimiual offense. 

PcrNote Total 

Public offering price 100% $345,000,000 

Proceeds, before expenscs, to NiSource Finance 100% 5345,000,000(2) 
Underwriting commissions (1) (1) 

(1) NiSource Finance has agreed to pay the underwriters a commission of 0.65% of the principal amount of 
notes offered, or an aggregate commission of $2,242,500. 

(2) While the notes are offered to the public for cash, we expect that the underwriter will purchase the notes 
from us primarily by delivering debentures of our subsidiary, NiSource Capital Markets. The 
debentures are part of NiSource’s Premium Income Equity Securities, or “PIES.” 

The public offering price set forth above does not include accrued interest, if any. Interest on the notes will 
accrue from February 19,2003. 

Deutsche Bank Securities 
The date of this prospectus supplement is February 13,2003. 



This document is in two parts. The first is this prospectus supplement, which describes the specific 
terms of this note offering. The second part, the accompanying prospectus, gives more general information, 
some of which may not apply to this offering. 

If the description of the offering varies between this prospectus supplement and the accompanying 
prospectus, you should rely on the information in this prospectus supplement. 

You should rely only on the information contained in this document or to which we have referred yon. 
We have not authorized anyone to provide you with information that is different. This document may only 
be used where it is legal to sell these securities. The information in this document may only be accurate on 
the date of this document. 
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INCORPORATION BY REFERENCE 

The SEC allows us to “incorporate by reference” information into this prospectus and prospectus 
supplement. This means that we can disclose important information to you by referring you to another 
document that NiSource has filed separately with the SEC. The information incorporated by reference is 
considered to be part of this prospectus and prospectus supplement. Information that NiSource files with 
the SEC after the date of this prospectus supplement will automatically modify and supersede the 
information included or incorporated by reference in this prospectus and prospectus supplement to the 
extent that the subsequently filed information modifies or supersedes the existing information. We 
incorporate by reference: 

f our Annual Report on Form 10-K for the fiscal year ended December 3 1,2001, filed February 22, 
2002; 

our Quarterly Reports on Form IO-Q for the fiscal quarters ended March 31,2002, June 30,2002 and 
September 30,2002; 

* our Current Reports on Form 8-K dated May 21,2002, November 1,2002 and November 7,2002; and 

* any future filings we make with the SEC under Sections 13(a), 13(c), 14 or 1S(d) of the Securities 
Exchange Act of 1934 until we sell all of the securities offered by the prospectus supplement. 

You may request a copy of any of these filings at no cost by writing to or telephoning us at the following 
address and telephone number: Gary W. Pottorff, NiSource Inc., 801 East 86th Avenue, Memllville, 
Indiana 46410, telephone: (877) 647-5990. 
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SUMMARY 

This summary highlights certain information appearing elsewhere in this document. This summary is 
not complete and does not contain all of the information that you should consider before purchasing the 
notes. You should carefully read the ‘Xisk Factors ’’ section beginning on page S-8 of this prospectus 
supplement to determine whether an investment in our notes is appropriate for you. Unless the context 
requires otherwise, references to ‘<we, ’’ %s ’* or “our” refer collectively to NiSource and its subsidiaries. 

NiSource Inc. 

Overview. NiSource is a super-regional energy holding company that provides natural gas, electricity 
and other products and services to approximately 3.6 million customers located within the energy comdor 
that runs from the Gulf Coast through the Midwest to New England. 

We are the largest regulated natural gas distribution company, as measured by number of customers, 
operating east of the Rocky Mountains. Our principal subsidiaries include Columbia Energy Group, a 
vertically-integrated natural gas distribution, transmission, storage and production holding company whose 
subsidiaries provide service to customers in the Midwest, the Mid-Atlantic and the Northeast; Northern 
Indiana Public Service Company, a vertically-integrated natural gas and electric company providing service 
to customers in northern Indiana; and Bay State Gas Company, a natural gas distribution company serving 
customers in New England. We derive substantially all our revenues and earnings from the operating 
results of our subsidiaries. Our primary business segments are: 

* gas distribution; 

* gas transmission and storage; 

* electric operations; and 

- exploration and production 

Strategy. We are focused on using our core regulated gas and electric businesses to serve customers 
throughout the energy-intensive comdor that extends from the supply areas in the Gulf Coast through the 
consumption centers in the Midwest, Mid-Atlantic, New England and Northeast. This corridor is home to 
30% of the nation’s population and 40% of its energy consumption. The acquisition of Columbia Energy 
Group in November 2000 furthered this strategy by combining NiSource‘s natural gas distribution assets in 
Indiana and New England with Columbia’s natural gas distribution and storage assets in Ohio and the Mid- 
Atlantic and Columbia’s interstate trausmission assets. We are committed to maximizing our efficiency in 
our core regulated operations without compromising customer service and safety. 

Gas Distribution. We are the nation’s third largest regulated gas distribution company based on 
volume of gas sales, with an average volume of over 2.3 billion cubic feet per day. Through our wholly- 
owned subsidiary, Columbia Energy Group, we own five distribution subsidiaries that provide natural gas 
under the Coiumbia Gas name to approximately 2.1 million residential, commercial and industrial 
customers in Ohio, Pennsylvania, Virginia, Kentucky and Maryland. We also distribute natural gas to 
approximately 765,000 customers in northern Indiana through three subsidiaries: Northern Indiana Public 
Service Company, Kokomo Gas and Fuel Company and Northern Indiana Fuel and Light Company, Inc. 



Additionally, our subsidiaries Bay State Gas Company and Northern Utilities, Inc. distribute natural gas to 
more than 327,000 customers in the areas of Brockton, Lawrence and Springfield, Massachusetts, Lewiston 
and Portland, Maine, and Portsmouth, New Hampshire. 

Gas Transmission andStorage. Our gas transmission and storage subsidiaries own and operate an 
interstate pipeline network of approximately 16,130 miles extending from offshore in 
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the Gulf of Mexico to Lake Erie, New York and the eastern seaboard. Together, the companies serve 
customers in 17 northeastern, mid-Atlantic, midwestern and southern states, as well as the District of 
Columbia. In addition, Columbia Gas Transmission Corporation operates one of the nation’s largest 
underground natural gas storage systems, capable of storing approximately 670 billion cubic feet of natural 
gas. 

Electric Operations. We generate and distribute electricity through our subsidiary Northern Indiana 
Public Service Company. Northern Indiana provides electric service to approximately 437,000 customers in 
21 counties in the northern part of Indiana. Northern Indiana owns and operates three coal-fued electric 
generating stations with a net capacity of 2,694 megawatts, three gas-fued combustion turbine generating 
units with a net capacity of 186 megawatts and two hydroelectric generating plants with a net capacity of 
10 megawatts, for a total system net capacity of 2,890 megawatts. Northern Indiana is interconnected with 
five neighboring electric utilities. During the year ended December 31,2002, Northern Indiana generated 
72.6% and purchased 27.4% of its electric requirements. 

Exploration and Production. We own over 1.1 trillion cubic feet equivalent of proven natural gas 
reserves, located primarily within the Appalachian region as well as Canada. We have entered into forward 
sales contracts with Mahonia I1 Limited to provide natural gas through February 2006. As of September 30, 
2002, we had a remaining obligation to deliver 125.1 billion cubic feet of natural gas under these contracts. 
The contractual price for this natural gas is currently below market. We also have financial interests in over 
8,000 wells and own and operate approximately 6,200 miles of gathering pipelines. We recently announced 
our decision no longer to invest in exploratory drilling and to focus instead on maximizing production from 
our existing assets, while actively seeking opportunities to monetize the value of these assets. 

Other Operations. We provide energy-related services, including gas marketing, electric transmission, 
bulk power and power trading, and participate in the development of merchant power projects. Through our 
subsidiary EnergyUSA-TPC Corp., we provide natural gas sales to industrial and commercial customers 
and engage in natural gas marketing activities. Through our subsidiary, Primary Energy, Inc., we develop, 
build, own, operate and manage industrial-based energy projects. Primary Energy develops on-site, 
industrial-based energy solutions for large complexes having multiple energy flows, such as electricity, 
steam, by-product fitels or heated water. We participate in real estate and other businesses. 

Non-Core Divesfitwes. On January 28,2002, we sold the stock of SM&P Utility Resources, Inc. to 
The Laclede Group, Inc. for $37.9 million, recognizing an after-tax gain of $12.5 million. The net assets of 
SM&P were reported as assets held for sale on the consolidated balance sheets as of December 31,2001. 

On April 30,2002, we sold the assets of the Indianapolis Water Company and other assets of IWC 
Resources Corporation and its subsidiaries to the City of Indianapolis for $540.0 million, resulting in an 
after-tax gain of $7.5 million. Also in April 2002, we sold our interest in White River Environmental 
Partnership, an IWC investment, to the other partners for $8.0 million, approximating book value. The 
water utilities’ operations were reported as discontinued operations for all periods in 2001 and 2002. 

On July 1,2002, in order to scale back our energy trading portfolio, we sold our net obligations under a 
significant portion of ow gas forward transaction portfolio, physical storage inventory and associated 
agreements to a third party. In accordance with the terms of the agreement, we paid $6.8 million to settle 
the net obligations. 



On January 28,2003, our subsidiq Columbia Natural Resources, Inc. sold its interest in a natural gas 
exploration and production joint venture in New York state for $95.0 million. The interests sold represented 
approximately 39 billion cubic feet equivalent of natural gas reserves, 
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or approximately 3.5 percent of Columbia Natural Resources’ total reserves. The 2002 production from the 
joint venture assets was approximately 6 billion cubic feet equivalent, or approximately 11 percent of our 
total 2002 production. 

We have decided to exit the telecommunications business due to overcapacity in the market for dark 
fiber, resulting in a non-cash charge to discontinued operations of $51.3 million after tax. This charge will 
be reflected in the fourth quarter of 2002. 

NiSource Finance Corp. 

NiSource Finance is a wholly-owned special purpose finance subsidiary of NiSource that engages in 
financing activities to raise funds for the business operations of NiSource and its subsidiaries. NiSource 
Finance’s obligations under the notes will be fully and unconditionally guaranteed by NiSource. 

NiSource Finance was incorporated in February 2000 under tbe laws of the State of Indiana. Before the 
acquisition of Columbia Energy Group, NiSource conducted its financing activities through NiSource 
Capital Markets, Inc., a first-tier subsidiary of NiSource. We expect NiSource to conduct all future 
financing through NiSource Finance. 

The Offering 

Issuer 

Securities Offered 

Guarantee 

Issue Price 

Interest 

Optional Redemption 

Ranking 

NiSource Finance Corp. 

$345,000,000 aggregate principal amount of 6.15% Notes due 2013. 

NiSource Inc. will fully and unconditionally guarantee all the obligations of 
NiSonrce Finance under the notes. 

100% plus accrued interest from February 19,2003. 

6.15% per year. Interest on the notes is payable semi-annually on March 1 and 
September 1 of each year, commencing September 1,2003. 

We may redeem all or part of the notes at any time at our option at a redemption 
price equal to the greater of (1) the principal amount of the notes being 
redeemed plus accrued interest to the redemption date and (2) a “make-whole” 
amount based on the yield of a comparable US. Treasury security plus 0.35%. 

The notes will be senior, unsecured obligations of NiSource Finance ranking 
equally in right of payment with other senior indebtedness of NiSource Finance. 

The guarantee will be a senior, unsecured obligation of NiSource, ranking 
equally in right of payment with other senior indebtedness of NiSource. Because 
NiSource is a holding company that derives substantially all of its income from 
operating subsidiaries, the guarantee will effectively be subordinated to debt and 
prefened stock at the subsidiary level. 



The Indenture does not limit the amount of debt that NiSource Finance, 
NiSource or any of its subsidiaries may incur. 
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Limitation on Liens Subject to certain exceptions, neither NiSource Finance, NiSource nor any 
subsidiary of NiSonrce other than a utility may issue, assume or guarantee any 
secured debt, except intercompany indebtedness, without also securing the 
notes, unless the total amount of all of the secured debt would not exceed 10% 
of our consolidated net tangible assets. 

The undenvriter is offering the notes to the public for cash. We expect that the 
underwriter will purchase the notes from ns primarily for debentures of our 
subsidiary, NiSource Capital Markets, which are one component of NiSource’s 
Premium Income Equity Securities, or “PIES,” issued in 1999. The underwriter 
purchased the debentures for cash in a remarketing conducted on February 13, 
2003. The other component of a PIES is a stock purchase contract obligating the 
holder to purchase a certain numher ofNiSource common shares for $50 on 
February 19,2003. NiSource will receive the net proceeds of the remarketing in 
satisfaction of the PIES holders’ obligations under the stock purchase contracts. 
The net proceeds, after estimated expenses, to NiSource under the stock 
purchase contracts will be approximately $344.1 million, which we will use to 
repay short-term indebtedness and for general corporate purposes. 

Use of Proceeds 

For additional information regarding the Notes, see “Supplemental Description of the Notes.” 
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RISK FACTORS 

In deciding whether to invest in the notes, you should consider carefully the following factors that 
could materially adversely affect our operating results andfinancial condition. Although we have tried to 
discuss key factors, please be aware that other risks may prove to be important in theficture. New risks may 
emerge at any time, and we cannotpredict those risks or estimate the extent to which they may affect our 
financial pe$ormance. You should also consider the informafion included in our Annual Report on 
Form IO-K for the fiscal year ended December 31,2001, as updated by our subsequent reports on 
Form IO-Q and Form 8-& Each of the risks described below could result in a decrease in the value of the 
notes and your investment therein. 

We have substantial indebtedness, which could adversely affect our financial condition. 

We have a significant amount of indebtedness outstanding as a result of our acquisition of Columbia 
Energy Group. We had total consolidated indebtedness of approximately $7.2 billion outstanding as of 
December 31,2002. 

Our substantial indebtedness could have important consequences to you. For example, it could 

* limit our ability to borrow additional funds or increase the cost of borrowing additional funds; 

* reduce the availability of cash flow from operations to fund working capital, capital expenditures and 
other general corporate purposes; 

* limit our flexibility in planning for, or reacting to, changes in our business and the industries in which 
we operate; 

* lead parties with whom we do business to require additional credit support, such as letters of credit, in 
order for us to transact such business; 

- place us at a competitive disadvantage compared to our competitors that are less leveraged; 

* result in a downgrade in our ratings; and 

- increase our vulnerability to general adverse economic and industry conditions. 

Some of our debt obligations contain financial covenants related to debt-to-capital ratios and interest 
coverage ratios and cross-default provisions. Our failure to comply with any of these covenants could result 
in an event of default which, if not cured or waived, could result in the acceleration of our outstanding debt 
obligations. Any such acceleration would cause a material adverse change in our financial condition. 

Our strategy to improve our balance sheet depends upon our abitity to aecess capital markets. 

We have historically relied on commercial paper markets and fixed income capital markets as a source 
of liquidity for capital requirements not satisfied by the cash flow from our operations. 



In January 2002 and more recently in January 2003, Standard and Poor’s reaffirmed our BBB senior 
unsecured long-term credit rating and our A2 commercial paper rating with a negative outlook. However, 
on Febnrary 1,2002, Moody’s Investor Service downgraded our senior unsecured long-term credit rating to 
Baa3 and our commercial paper rating to P3 with a negative outlook. Moody’s confirmed this rating in 
January 2003. As a split-rated A21 P3 commercial paper issuer, we have had our access to the commercial 
paper market significantly constrained and have met our liquidity needs by using our $500 million 
revolving credit facility, 
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which expires in March 2003, and our $1.25 billion facility, which expires in March 2004. As of 
January 31,2003, $1,041 million was available under these facilities. We expect to refmance a portion of 
our short-term borrowing requirements in the fixed-income capital markets. 

If we are not able to access capital at competitive rates, our ability to implement our strategy to 
improve our balance sheet will be adversely affected. This could result in a ratings downgrade. In addition, 
if we are unable to sell or otherwise monetize the balance of our natural gas exploration and production 
business, our credit ratings could be downgraded. A further downgrade of our credit rating would further 
adversely affect our ability to access one or more financial markets, which could negatively affect our 
financial results. 

Further credit ratings downgrades will increase our financing costs and the costs of maintaining 
certain contractual relationships. 

If our current ratings are downgraded, our borrowing costs will increase, as will the costs of 
maintaining certain contractual relationships. Additionally, if our ratings were to decline below investment 
grade, we would lose the ability to finance under certain receivables sales facilities. 

Columbia Energy Group’s current unsecured long-term credit is rated BBB by Standard & Poor’s and 
Baa2 by Moody’s. If either of these ratings were to decline below its cment level, Columbia would be 
immediately required to post approximately $261 million in collateral (including letters of credit) to 
support an indemnity obligation relating to a forward sale of natural gas made by its exploration and 
production business. Posting collateral would adversely impact our liquidity. 

We will need additional capital to refinance indebtedness that is scheduled to mature and for other 
working capital purposes, which we may not be able to obtain. 

After this offering, we will be required to obtain significant additional capital in 2003 to execute our 
business plan, meet working capital needs and repay existing indebtedness scheduled to mature during the 
period. In particular, we will be required to repay, refinance or extend the following indebtedness: 

- NiSource Finance’s $500 million 364-day credit facility expiring March 2003; 

- $300 million ofNiSource Finance’s 5 314% Notes due April 15,2003; and 

- $750 million ofNiSource Finance’s 7 1/2% Notes due November 25,2003. 

If we are unable to obtain additional capital to repay this debt, our operations and liquidity could be 
materially adversely affected. 

The terms of our settlement with the Indiana Utility Regulatory Commission will result in credits to 
consumers. 

On September 23,2002, the Indiana Utility Regulatory Commission approved a settlement agreement 
that entitles electric customers of Northern Indiana Public Service Company to receive an amount intended 
to approximate $55.0 million each year in credits to their electric bills for 49 months. Northern Indiana’s 
electric customers, other than those on certain contract rates, will receive a credit of approximately six 



percent of the electric portion of their monthly Northern Indiana bill. The settlement was the result of 
months of negotiations among Northern Indiana, the Indiana Office of Utility Consumer Counselor and a 
group of corimercial and industrial customers. 

The Indiana Utility Regulatory Commission has denied a petition for reconsideration, and the approval 
of the settlement is currently being appealed. There can be no assurances that the appeal will not result in 
further proceedings before the Indiana Utility Regulatory Commission, or that such proceedings will not 
result in a further reduction in rates. 
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Increased federal and state environmental regulation of NOx emissions will require us to incur large 
capital expenditures. 

The Environmental Protection Agency has recently approved Indiana state rules intended to reduce 
nitrogen oxide @Ox) levels from several sources, including industrial and utility boilers. The rules are part 
of a program intended to reduce ozone levels in the eastern United States. Compliance with the NOx limits 
contained in these rules is required by May 31,2004. Capital estimates of our NOx control compliance 
costs range from $200 to $300 million over the next two years. Actual compliance costs may vary 
depending on a number of factors including market demandhesource constraints, uncertainty of futnre 
equipment and construction costs, and the potential need for additional control technology. 

A significant portion of the gas and electricity we sell is used for heating and air conditioning. 
Accordingly, our operating results fluctuate depending on the weather. 

Our energy sales are sensitive to variations in weather conditions. We forecast energy sales on the 
basis of normal weather, which represents a long-term historical average. Significant variations from 
normal weather could have, and have had, a materia1 impact on energy sales. For example, record warm 
weather in our markets in the fvst quarter of 2002 negatively affected basic earnings by 16 cents per share, 
when compared to the long-term historical average, and by 12 cents per share, when compared to the 
comparable period in 2001. 

Our  electric operations are subject to economic conditions in certain industries. 

Our electric operations in northern Indiana have been and may continue to be adversely affected by 
substantial declines in sales to industrial customers. In particular, the steel and steel related industries bave 
been adversely impacted by recent events and market conditions, with two major customers declaring 
bankruptcy. There can be no assurances whether sales will return to historical levels. 

Recent events that are beyond our control have increased the level of public and regulatory scrutiny 
of our industry. Governmental and market reactions to these events may have negative impacts on 
our business, financial condition and access to capital. 

As a result of the energy crisis in California during the summer of 2001, the recent volatility of natural 
gas prices in North America, the bankruptcy filing by Enron Corporation, recently discovered accounting 
irregularities at public companies in general and energy companies in particular, and investigations by 
governmental authorities into energy trading activities, companies in the regulated and unregulated utility 
business have been under a generally increased amount of public and regulatory scrutiny and suspicion. 
Recently discovered accounting irregularities have caused regulators and legislators to review current 
accounting practices, iinancial disclosures and companies’ relationships with their independent auditors. 
The capital markets and ratings agencieg also have increased their level of scrutiny. We believe that we are 
complying with all applicable laws and accounting standards, but it is difficult or impossible to predict or 
control what effect these types of events may have on our business, financial condition or access to the 
capital markets. 

As a result of these events, Congress passed the Sarbanes-Oxley Act of 2002. It is unclear what 
additional laws or regulations may develop, and we cannot predict the ultimate impact of any future 
changes in accounting regulations or practices in general with respect to public companies, the energy 
industry or our operations specifically. 



Our Whiting merchant energy project is operating at a loss. 

Our Primary Energy subsidiary has developed a merchant energy facility at BP’s Whiting, Indiana 
refinery. This facility uses natural gas to generate electricity for sale in the wholesale 
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markets and is expected, after plant modifications, to generate steam for industrial use. Recent 
developments in the wholesale power market have resulted in depressed wholesale power prices, which 
have substantially reduced revenues for participants in the market. We expect that the facility will operate 
at a loss in the near term based on the current market view of forward pricing for gas and electricity. We 
estimate that the after-tax loss for 2002 was approximately $20.0 million. The profitability of the project in 
fbture periods will depend on, among other things, prevailing prices in the energy markets and regional 
load dispatch patterns. 

Your ability to recover from onr former auditors, Arthur Andersen LLP, for any potential financial 
misstatements may be limited. 

On May 2 1,2002, the Board of Directors of NiSource, upon recommendation of its Audit Committee, 
dismissed Arthur Andersen LLP as the independent public accountants for NiSource and its subsidiaries, 
Columbia and Northern Indiana, and retained Deloitte & Touche LLP to serve as the independent public 
accountants of NiSource and its subsidiaries for 2002. 

Andersen completed its andit of NiSource’s consolidated financial statements for the year ended 
December 31,2001 and issued its report with respect to such consolidated fmancial statements on 
January 29,2002. Subsequently, on June 15,2002 Andersen was convicted of obstntction ofjustice charges 
arising from the govennnent’s investigation of Enron Corporation and has ceased to audit publicly held 
companies. Because Andersen is unlikely to survive, purchasers of Notes may not he able to recover 
against Andersen for any claims they may have under securities or other laws as a result of Anderseu’s 
previous role as our independent public accountants and as author of the audit report for the audited 
fmancial statements incorporated hy reference in this prospectus. 
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USE OF PROCEEDS 

The underwriter is offering the notes to the public for cash. We expect that the underwriter will 
purchase the notes from us by delivering $344,664,600 principal amount of 5.90% Senior Debentures due 
2005 of NiSource Capital Markets, Inc., which the underwriter agreed to purchase for cash in a remarketing 
conducted on February 13,2003, and $335,400 in cash. We are paying Deutsche Bank Securities Inc. a 
commission of $2,242,500 in connection with this transaction. 

The Senior Debentures comprise one component of the Premium Income Equity Securities, or “PIES,” 
that NiSource issued in 1999. The other component of a PIES is a stock purchase contract obligating the 
holder to purchase a certain number of NiSource common shares for $50 on February 19,2003. A PIES 
holder could elect to pay for the stock in cash or cash equivalents, or with the proceeds from the 
remarketing of his Senior Debentures. Under the terms of the PIES, substantially all of the Senior 
Debentures were remarketed to Deutsche Bank Securities Inc. on February 13,2003 for $344,664,600. 
NiSource will receive the net proceeds from the remarketing of $339,664,600 principal amount of Senior 
Debentures, plus approximately $5.3 million in separate cash and cash equivalents, in satisfaction of the 
PIES holders’ obligations under the stock purchase contracts and will issue to the PIES holders 
approximately 13.1 million shares of common stock. We expect the net proceeds to us from the 
remarketing and related payments under the stock purchase contracts to be approximately $344.1 million, 
after the remarketing agent’s fees and estimated expenses. 

NiSource will advance the payments received under the stock purchase contracts to NiSource Finance 
to repay short-term bank borrowings having an annual interest rate of 2.094% as of January 31,2003 and 
for general corporate purposes. 

s-12 



CAPITALIUTION 

The following table shows our capitalization and short-term indebtedness at September 30,2002 (1) on 
a consolidated basis, (2) on a consolidated basis as adjusted to reflect the sale of 41.4 million shares of 
NiSource common stock in a November 2002 public offering and (3) on a consolidated basis as further 
adjusted to reflect (a) the settlement of the purchase contracts included in the PIES, (b) the remarketing of 
the NiSource Capital Markets Senior Debentures included in the PIES, (c) the issuance and sale of the 
Notes and (d) the use of the net proceeds as set forth under “Use of Proceeds.” This table should be read in 
conjunction with our consolidated fmancial statements and related notes for the year ended December 3 1, 
2001, incorporated by reference in this prospectus supplement and accompanying prospectus. See “Where 
You Can Find More Information” in the accompanying prospectus. 

September 30,2002 

&Adjusted 

for the November As Further 
2002 Common Adjusted for the 

Actual StoekOffering PIES and the Notes 

(in millions) 

Long-term debt (excluding 

Company-obligated mandatorily 
amounts due within one year) S 5,192.9 S 5,792.9 S 6,131.9 

redeemable security of trust 
holding solely parent company 

45.0 345.0 - 

Common stockholders’ equity 3,343.0 4,077.9 4,422.9 
85.5 ‘85 85.5; 

,566.4 $ i0,301.3:$ ‘10,646.3 

Short-term borrowings (including 
current portion of long-term 
debt)@) $ 2,025.3 $ 1,290.4 $ 946.3 

(a) Upon dissolution of the trust on February 13,2003, these securities (consisting of the Debentures) will 
be reclassified as long-term debt. 

(b) Excludes $43.0 million of preferred stock redeemed on October 14,2002 pursuant to mandatory 
redemption provisions. 
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RATIO OF EARNINGS TO m D  CHARGES 

The following are ratios of our earnings to fixed charges for each of the periods indicated 

Fiscal Year Ended December31 

Nine Months Ended 

September 30,2002 tool 2000 1999 1998 1997 

__ 
2.08 1.64 1.84 2.14 2.87 3.10 

For purposes of calculating the ratio of earnings to fixed charges, “earnings” consist of income from 
continuing operations before income taxes plus fixed charges. “Fixed charges” consist of interest on all 
indebtedness, amortization of debt expense, the portion of rental expenses on operating leases deemed to be 
representative of the interest factor and preferred stock dividend requirements of consolidated subsidiaries. 

S-14 



SELECTED CONSOLIDATED FINANCIAL INFORMATION 

The following financial information is only a summary, and you should read it together with our 
historical consolidated financial statements and the related notes incorporated by reference in this 
document. 

Nine Months 

Ended 
September 30, 

2002 2001 zooo(a) 199964 

[in millions) 

lnconir 
Statement 
Data: 

Gross 
Revenues $4,648.1 $9,458.7 $6,030.7 $3,273.5 

Income from 
continuhe 

I 

ooerations 285.9 212.1 141.1 153.9 
Cash Flow 

Informatio 
n: 

Cash 
EBITDA(b) 1,285.1 1,650.6 935.5 732.9 

interest, 
net of 
amounis 
capitalized 260.7 5 18.0 244.5 152.7 

Capital 
exoenditur 
CS 373 7 668.1 357.3 313.0 

from 
operations 900.5 1,042.6 (15.2) 418.1 

Cabh flows 

Balance Sheet Data: 

As of 

September 30, 

2002 

(in millions) 



Long Term debt (excluding amounts due 
within one year) 5,792.9 

Company-obligated m 
'redeemable security 

Total capitalization 9,566.4 

(a) Results for 1999 and 2000 are not directly comparable to results for 2001 due to the acquisition of 
Columbia Energy Group, which occurred on November 1,2000. 

(b) EBITDA is defined as operating income before depreciation and amortization (excludes other income 
and income taxes). EBITDA is not a measure of performance under GAAP. While EBITDA should not 
be considered as a substitute for net income, cash flows from operating activities and other income or 
cash flow statement data prepared in accordance with GAAP, or as a measure of profitability or 
liquidity, management understands that EBITDA is cnstomarily used as a measure in evaluating 
companies. 

(c) Excludes $43.0 million of preferred stock redeemed on October 14,2002 pursuant to mandatory 
redemption provisions. 

(d) Upon dissolution of the trust on February 13,2003, these securities will be reclassified as long-term 
debt. 
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RECENT RESULTS OF OPERATIONS 

On January 30,2003, we reported our financial results for the year ended December 31,2002. For the 
year ended December 31,2002, income from continuing operations was $425.7 million, or $2.02 per share, 
compared to $226.4 million or $1.10 per share, in fiscal year 2001. Net income for the year ended 
December 31,2002 was $372.5 million, or $1.77 per share, compared to $216.2 million or $1.05 per share, 
in 2001. All per share amounts are for basic shares. 
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SUPPLEMENTAL DESCRIPTION OF THE NOTES 

Please read the following information concerning the notes in conjunction with the statements under 
“Description of the Debt Securities” in the accompanying prospectus, which the following information 
supplements and, if there are any inconsistencies, supersedes. The following description is not complete. 
The notes will be issued under the Indenture, dated November 14,2000, that we have entered into with 
JPMorgan Chase Bank (formerly The Chase Manhattan Bank), as trustee. The Indenture is described in the 
accompanying prospectus and is filed as an exhibit to the registration statement under which the notes are 
being offered and sold. 

General 

We will offer up to $345 million of 6.15% Notes due 2013 as a series of notes under the Indenture. The 
notes will be fully and unconditionally guaranteed by NiSource. See “Guarantee of NiSource” in the 
accompanying prospectus. 

The notes will constitute part of the senior debt of NiSonrce Finance and are equal in right of payment 
to any other senior unsecured obligations of NiSource Finance. The notes will not be subject to any 
mandatory redemption or sinking fund payments. 

Interest Payments 

The entire principal amount of the notes will mature and become due and payable, together with any 
accrued and unpaid interest, on March 1,2013. Each note will bear interest at the annual rate set forth on 
the cover page of this prospectus supplement beginning February 19,2003. The interest will be paid semi- 
annually on March 1 and September 1, commencing September 1,2003. Interest will be paid to the person 
in whose name the Note is registered at the close of business on February 15 and August 15 immediately 
preceding March 1, and September 1. We will compute the amount of interest payable on the basis of a 
360-day year of twelve 30-day months. 

Optional Redemption 

We may redeem all or part of the notes at any time at our option at a redemption price equal to the 
greater of (1) the principal amount of the notes being redeemed plus accrued interest to the redemption date 
or (2) the Make-Whole Amount for the notes being redeemed. 

As used herein: 

“Make-Whole Amount” means the sum, as determined by a Quotation Agent, of the present values 
of the principal amount of the notes to be redeemed, together with scheduled payments of interest 
(exclusive of interest to the redemption date) from the redemption date to the maturity date of the notes, 
in each case discounted to the redemption date on a semi-annual basis, assuming a 360-day year 
consisting of twelve 30-day months, at the Adjusted Treasury Rate, plus accrued interest on the 
principal amount of the notes being redeemed to the redemption date. 



“Adjusted Treasury Rate” means, with respect to any redemption date, (i) the yield, under the 
heading which represents the average for the immediately preceding week, appearing in the most 
recently published statistical release designated “H. 15 (5 19)” or any successor publication which is 
published weekly by the Board of Governors of the Federal Reserve System and which establishes 
yields on actively traded United States Treasury securities adjusted to constant maturity under the 
caption “Treasury Constant Maturities,” for the maturity corresponding to the Comparable Treasury 
Issue (if no maturity is witbin three months before or after the remaining term of the notes, yields for the 
two published maturities most closely corresponding to the Comparable Treasuly Issue 
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shall be determined and the Adjusted Treasury Rate shall he interpolated or extrapolated from such 
yields on a straight line basis, roundmg to the nearest month) or (ii) if such release (or any successor 
release) is not published during the week preceding the calculation date or does not contain such yields, 
the rate per year equal to the semi-mual equivalent yield to maturity of the Comparable Treasury Issue 
(expressed as a percentage of its principal amount) equal to the Comparable Treasury Price for such 
redemption date, in each case calculated on the third business day preceding the redemption date, plus 
0.35%. 

“Comparable Treasury Issue” means the United States Treasury security selected by the Quotation 
Agent as having a maturity comparable to the remaining term from the redemption date to the maturity 
date of the notes that would be utilized, at the time of selection and in accordance with customary 
financial practice, in pricing new issues of corporate debt securities of comparable maturity to the 
remaining term of the notes. 

“Quotation Agent” means the Reference Treasury Dealer selected by the trustee after consultation 
with us. 

“Reference Treasury DealeZ‘ means a primary US. Government securities dealer selected by us. 

“Comparahle Treasury Price” means, with respect to any redemption date, if clause (ii) of the 
definition of Adjusted Treasury Rate is applicable, the average of three, or such lesser number as is 
obtained by the trustee, Reference Treasury Dealer Quotations for such redemption date. 

“Reference Treasury Dealer Quotations” means, with respect to each Reference Treasury Dealer 
and any redemption date, the average, as determined by the trustee, of the bid and asked prices for the 
Comparable Treasury Issue, expressed in each case as a percentage of its principal amount, quoted in 
writing to the trustee by such Reference Treasury Dealer at 5:OO p m ,  New York City time, on the third 
business day preceding such redemption date. 

Selection and Notice of Redemption 

If we are redeeming less than all the notes at any time, the trustee will select the notes to be redeemed 
using a method it considers fair and appropriate. 

We will redeem notes in increments of $1,000. We will cause notices of redemption to be mailed by 
first-class mail at least 30 hut not more than 60 days before the redemption date to each holder of notes to 
he redeemed at its registered address. However, we will not know the exact redemption price until 3 
business days before the redemption date. Therefore, the notice of redemption will only describe how the 
redemption price will he calculated. 

If any note is to be redeemed in part only, the notice of redemption that relates to that note will state 
the portion of the principal amount thereof to he redeemed. We will issue a note in principal amount equal 
to the unredeemed portion of the original note in the name of the holder thereof upon cancellation of the 
original note. Notes called for redemption will become due on the date fmed for redemption. On or after the 
redemption date, interest will cease to accrue on notes or portions of them called for redemption. 



Forms and Denominations 

The Notes will be issued as one or more global securities in the name of a nominee of the Depository 
Trust Company and will be available only in book-entry form. See “Book-Entry Issuance’’ in the 
accompanying prospectus. The Notes are available for purchase in multiples of $1,000. 
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Additional Notes 

We may, without the consent of the holders of the notes, create and issue additional notes ranking 
equally with the notes offered hereby in all respects, including having the same CUSIP number, so that 
such additional notes would be consolidated and form a single series with the notes offered hereby and 
would have the same terms as to status, redemption or otherwise as the notes offered hereby. No additional 
notes may be issued if an Event of Default has occurred and is continuing with respect to the notes. 
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CERTAIN ERISA CONSIDERATIONS 

The following is a summary of certain considerations associated with the purchase of notes by 
employee benefit plans that are subject to Title I of the Employee Retirement Income Security Act of 1974, 
as amended (“ERISA”), plans, individual retirement accounts and other arrangements that are subject to 
Section 4975 of the Code or provisions under any federal, state, local non-U.S. or other laws or regulations 
that are similar to such provisions of ERISA or the Code, and entities whose underlying assets are 
considered to include “plan assets” of such plans, accounts and arrangements (each, a “Plan”). 

General Fiduciary Matters 

ERISA and the Code impose certain duties on persons who are fiduciaries of a Plan subject to Title I of 
ERISA or Section 4975 of the Code (an “ERISA Plan”) and prohibit certain transactions involving the 
assets of an ERISA Plan and its fiduciaries or other interested parties. Under ERISA and the Code, any 
person who exercises any discretionary authority or control over the management or administration of such 
an ERISA Plan or the management or disposition of the assets of such an ERISA Plan, or who renders 
investment advice for a fee or other compensation to such an ERISA Plan, is generally considered to he a 
fiduciary of the ERISA Plan. 

In considering an investment in the notes of a portion of the assets of any Plan, a fiduciary should 
determine whether the investment is in accordance with the documents and instruments governing the Plan 
and the applicable provisions of ERISA, the Code or any similar law relating to a fiduciary’s duties to the 
Plan including, without limitation, the prudence, diversification, delegation of control and prohibited 
transaction provisions of ERISA, the Code and any other applicable similar laws. 

Prohibited Transaction Issues 

Section 406 of ERISA and Section 4975 of the Code prohibit ERISA Plans from engaging in specified 
transactions involving plan assets with persons or entities who are “parties in interest,” within the meaning 
of ERISA, or “disqualified persons,” within the meaning of Section 4975 of the Code, unless an exemption 
is available. A party in interest or disqualified person who engages in a non-exempt prohibited transaction 
may he subject to excise taxes and other penalties and liabilities under ERISA and the Code. In addition, 
the fiduciary of the ERISA Plan that engages in such a non-exempt prohibited transaction may be subject to 
penalties and liabilities under ERISA and the Code. The acquisition or holding of Notes by an ERISA Plan 
with respect to which NiSource, NiSource Finance or the underwriter is considered a party in interest or a 
disqualified person may constitute or result in a direct or indirect prohibited transaction under Section 406 
of ERISA or Section 4975 of the Code, unless the investment is acquired and is held in accordance with an 
applicable statutory, class or individual prohibited transaction exemption. In this regard, the U.S. 
Depwtment of Labor bas issued prohibited transaction class exemptions, or “PTCEs,” that may apply to the 
acquisition and holding of the notes. These class exemptions include PTCE 84-14 respecting transactions 
determined by independent qualified professional asset managers, PTCE 90-1 respecting insurance 
company pooled separate accounts, PTCE 91-38 respecting bank collective investment funds, PTCE 95-60 
respecting life insurance company general accounts and PTCE 96-23 respecting transactions determined by 
in-house asset managers. There can be no assurance that a particular purchase of notes wilt satisfy all of the 
conditions of any such exemptions. 

Because of the foregoing, the notes should not be purchased or held by any person investing “plan 
assets” of any Plan, unless such purchase and holding will not constitute a non-exempt prohibited 
transaction under ERISA and the Code or a violation of any applicable similar laws. 



s-20 



Representation 

By acceptance of a note, each purchaser and subsequent transferee of a note will be deemed to have 
represented and warranted that (i) no portion of the assets used by such purchaser or transferee to acquire 
and hold the note constitutes assets of any Plan, (ii) the Plan is a governmental plan as defined in Section 3 
of ERISA which is not subject to the provisions of Title I of ERISA or Section 401 of the Code or (iii) the 
purchase and holding of the note by such purchaser or transferee will not constitute a non-exempt 
prohibited transaction under Section 406 of ERISA or Section 4975 of the Code or violation under any 
applicable similar laws because such purchase and holding satisfies the conditions of an administrative, 
statutory or class exemption, including PTCE 91-38,90-1,84-14,95-60 or 96-23. 

The foregoing discussion is general in nature and is not intended to be all-inclusive. Due to the 
complexity of these rules and the penalties that may be imposed upon persons involved in non-exempt 
prohibited transactions, it is particularly important that fiduciaries, or other persons considering purchasing 
the notes on behalf of, or with the assets of, any Plan, consult with their counsel regarding the potential 
applicability of ERISA, Section 4975 of the Code and any similar laws to such investment and whether an 
exemption would be applicable to the purchase and holding of the notes. 
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UNDERWRITING 

Subject to the terms and conditions of the underwriting agreement, Deutsche Bank Securities Inc., as 
underwriter, has agreed to purchase from us the following principal amount of notes at the public offering 
price less the underwriting commissions set forth on the cover page of this prospectus supplement: 

Principal 

Underwriter Amount of Notes 

Deutsche Bank Securities Inc. $ 345,000,000 

Total $ 345,000,000 

The nndenvriting agreement provides that the obligations of the underwriter to purchase the notes 
offered hereby are subject to certain conditions precedent and that the underwiter will purchase all of the 
notes offered by this prospectus supplement if any of these notes are purchased. 

In addition, we estimate that our share of the total expenses of this offering, excluding underwriting 
commissions, will be approximately $200,000. 

We have agreed to indemnify the underwiter against some specified types of liabilities, including 
liabilities under the Securities Act, and to contribute to payments the underniter may be required to make 
in respect of any of these liabilities. 

The underwriter bas advised us that it does not intend to codirm sales to any account over which it 
exercises discretionary authority. 

The notes are a new issue of securities with no established trading market. The notes will not be listed 
on any securities exchange or on any automated dealer quotation system. The underwriter may make a 
market in the notes aAer completion of the offering, but will not be obligated to do so and may discontinue 
any market-making activities at any time without notice. No assurance can be given as to the liquidity of 
the trading market for the notes or that an active public market for the notes will develop. If an active 
public trading market for the notes does not develop, the market price and liquidity of the notes may be 
adversely affected. 

In connection with the offering, the underwriter may purchase and sell the notes in the open market 
These transactions may include short sales, purchases to cover positions created by short sales and 
stabilizing transactions. 

Short sales involve the sale by the underwriter of a greater principal amount of notes than they are 
required to purchase in the offering. The underwriter may close out any short position by purchasing notes 
in the open market. A short position is more likely to be created if the underwriter is concerned that there 
may be downward pressure on the price of the notes in the open market prior to the completion of the 
offering. 



Stabilizing transactions consist of various bids for or purchases of the notes made by the underwriter in 
the open market prior to the completion of the offering. 

Purchases to cover a short position and stabilizing transactions may have the effect of preventing or 
slowing a decline in the market price of the notes. Additionally, these purchases may stabilize, maintain or 
otherwise affect the market price of the notes. As a result, the price of the notes may be higher than the 
price that might otherwise exist in the open market. These transactions may be effected in the over-the- 
counter market or otherwise. 

We have been advised by the underwriter that it may make the notes available for distribution on the 
Internet through a third-party system operated by Market Axess Inc., an Internet-based communications 
technology provider. We have also been advised by the underwriter that Market Axess Inc. is providing the 
system as a conduit for communications 
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between the underwriter and its customers and is not a party to any transactions. We have been advised by 
the Underwriter that Market Axess Inc. is a registered broker-dealer and will receive compensation from the 
underniter based on transactions conducted through the system. We have been advised by the underwriter 
that it will make the notes-available to its customers lhrough the Internet on the same terms as distributions 
of the notes made through other channels. Other than this prospectus supplement, the accompanying 
prospectus and any registration statement of which they form a part, each in electronic format as filed with 
the SEC, the information on any Web site is not a part of this prospectus supplement, the accompanying 
prospectus or any registration statement of which they form a part. 

Deutsche Bank AG New York, an affiliate of the underwriter, is a lender under OUT three-year 
revolving credit agreement.The underwriter and its affiliates may from time to time engage in future 
transactions with us and our affiliates and provide services to us and our affiliates in the ordinary course of 
their business. 

S-23 



LEGAL MATTERS 

The validity of the notes will be passed upon for us by Schiff Hardin & Waite, Chicago, Illinois. 
Peter V. Fazio, Jr., a partner of the firm who also serves as executive vice president and general counsel of 
NiSource holds approximately 11,400 shares of NiSource’s common stock. The underwriter has been 
represented by Dewey Ballantine LLP, New York, New York. 

EXPERTS 

The consolidated financial statements and schedules of NiSource incorporated by reference herein 
have been audited by Arthur Andersen LLP, independent public accountants, as indicated in their reports 
with respect thereto, and are incorporated by reference herein in reliance upon the authority of said fnn as 
experts in giving said reports. 
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PROSPECTUS 

$2,500,000,000 

NiSource Inc. 

Common Stock 

Preferred Stock 
Guarantees of Debt Securities 

NiSource Finance Corp. 

Debt Securities 

Guaranteed as Set Forth in This Prospectus by NiSource Inc. 

NiSource Inc. may offer, from time to time, in amounts, at prices and on terms that it 
will determine at the time of offering, any or all of the following: 

- shares of common stock, including preferred stock purchase rights; 

- shares of preferred stock, in one or more series. 

NiSource Finance Corp., a wholly owned subsidiary ofNiSource, may offer from 
time to time in amounts, at prices and on terms to be determined at the time of the 
offering, one or more series of its debt securities. NiSource will fully and unconditionally 
guarantee the obligations of NiSource Finance under any debt securities issued under this 
prospectus or any prospectus supplement. 

We will provide specific terms of these securities, including their offering prices, in 
prospectus supplements to this prospectus. The prospectus supplements may also add, 
update or change information contained in this prospectus. You should read this 
prospectus and any prospectus supplement carefully before you invest. 



We may offer these securities to or through underwriters, through dealers or agents, 
directly to you or through a combination of these methods. You can find additional 
information about our plan of distribution for the securities under the heading “Plan of 
Distribution” beginning on page 19 of this prospectus. We will also describe the plan of 
distribution for any particular offering of these securities in the applicable prospectus 
supplement. This prospectus may not be used to sell our securities unless it is 
accompanied by a prospectus supplement. 

Neither the Securities and Exchange Commission nor any state securities 
commission has approved or disapproved these securities or determined if this 
Prospectus is truthful or complete. Any representation to the contrary is a criminal 
offense. 

The date of this prospectus is November 20,2000 



ABOUT THIS PROSPECTUS 

This prospectus is part of a registration statement that we have filed with the 
Securities and Exchange Commission, or SEC, utilizing a “shelf” registration or 
continuous offering process. Under this process, NiSource may offer shares of its 
common stock or preferred stock, and NiSource Finance may offer various series of its 
debt securities guaranteed by NiSource, from time to time using this prospectus and 
related prospectus supplements. These securities may be offered up to a total amount of 
$2.5 billion. 

This prospectus provides you with a general description of the common stock, 
preferred stock, debt securities and guarantees we may offer. Each time we offer 
securities, we will provide a prospectus supplement that will contain specific information 
about the terms of that offering. That prospectus supplement may include a description of 
any risk factors or other special considerations applicable to those securities. The 
prospectus supplement may also add, update or change information contained in this 
prospectus. If there is any inconsistency between the information in the prospectus and 
the prospectus supplement, you should rely on the information in the prospectus 
supplement. You should read both this prospectus and the applicable prospectus 
supplement together with the additional information described under the heading “Where 
You Can Find More Information.” 

The registration statement containing this prospectus, including the exhibits to the 
registration statement, provides additional information about us and the securities offered 
under this prospectus. The registration statement, including the exhibits, can be read at 
the SEC website or at the SEC offices mentioned under the heading “Where You Can 
Find More Information.” 

You should rely only on the information incorporated by reference or provided in this 
prospectus and the accompanying prospectus supplement. We have not authorized 
anyone to provide you with different information. We are not making an offer to sell or 
soliciting an offer to buy these securities in any jurisdiction in which the offer or 
solicitation is not authorized or in which the person making the offer or solicitation is not 
qualified to do so or to anyone to whom it is unlawful to make the offer or solicitation. 
You should not assume that the information in this prospectus or the accompanying 
prospectus supplement is accurate as of any date other than the date on the front of the 
document. 

References to “NiSource” refer to NiSource Inc. and references to “NiSource 
Finance” refer to NiSource Finance Corp. Unless the context requires otherwise, 
references to “we,” “us” or “our” refer collectively to NiSource and its subsidiaries, 
including NiSource Finance. References to “securities” refer collectively to the common 
stock, preferred stock, debt securities and guarantees of debt securities registered 
hereunder. 



WHERE YOU CAN FIND MORE INFORMATION 

NiSource files annual, quarterly and current reports, proxy statements and other 
information with the SEC. You may read and copy any document NiSource files at the 
SEC’s public reference rooms at 450 Fifth Street, N.W., Room 1024, Washington, D.C. 
20549, Seven World Trade Center, Suite 1300, New York, New York 10048, and 
Citicorp Center, 500 West Madison Street, Suite 1400, Chicago, Illinois 60661. You may 
obtain additional information about the public reference rooms by calling the SEC at 1- 
800-SEC-0330. In addition, the SEC maintains a site on the Internet (http://www.sec.gov) 
that contains reports, proxy statements and other information regarding issuers that file 
electronically with the SEC, including NiSource. 

You may also read reports, proxy statements and other documents relating to 
NiSource at the offices of the New York Stock Exchange at 20 Broad Street, New York, 
New York 10005. 

The SEC allows us to “incorporate by reference” information into this prospectus. 
This means that we can disclose important information to you by refemng you to another 
document that NiSource, or one of its corporate predecessors, NiSource Inc. 
(incorporated in Indiana) and Columbia Energy Group, has filed separately with the SEC. 
The information incorporated by reference is considered to be part of this prospectus. 
Information that NiSource files with the SEC after the date of this prospectus will 
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automatically modify and supersede the information included or incorporated by 
reference in this prospectus to the extent that the subsequently filed information modifies 
or supersedes the existing information. We incorporate by reference our Current Reports 
on Form 8-K dated November 1,2000, November 3,2000, November 6,2000 (as 
amended November 7,2000) and November 7,2000 and any future filings we make with 
the SEC under sections 13(a), 13(c), 14 or 15(d) ofthe Securities Exchange Act of 1934 
until we sell all of the securities. We also incorporate by reference the following 
documents filed with the SEC by our corporate predecessor NiSource Inc. (incorporated 
in Indiana) (SEC File Number 1-9779): 

NiSource’s Annual Report on Form 10-K for the fiscal year ended December 31, 
1999; 

* NiSource’s Quarterly Reports on Form IO-Q for the fiscal quarters ended March 31, 
2000, June 30,2000 and September 30,2000; 

NiSource’s Current Reports on Form 8-K dated February 14,2000, February 24, 
2000, March 3,2000, April 3,2000, April 25,2000, June 13,2000, September 1, 
2000, September 13,2000 and October 31,2000; and 

NiSource’s definitive joint proxy statement/ prospectus dated April 24,2000. 

We also incorporate by reference the following documents filed with the SEC by our 
corporate predecessor Columbia Energy Group (SEC File Number 1-1098): 

* Columbia’s Annual Report on Form 10-K for the fiscal year ended December 3 1, 
1999; 

Columbia’s Quarterly Reports on Form 10-Q for the fiscal quarters ended March 31, 
2000, June 30,2000 and September 30,2000; and 

Columbia’s Current Reports on Form 8-K dated January 27,2000, April 13,2000, 
May 3,2000, May 12,2000, May 22,2000, June 2,2000, June 15,2000, July 14, 
2000, October 2, 2000, October 12, 2000, October 16, 2000 and November 1,2000. 

You may request a copy of any of these filings at no cost by writing to or telephoning 
us at the following address and telephone number: Gary W. Pottorff, NiSource Inc., 801 
East 86th Avenue, Merrillville, Indiana 4641 0, telephone: (219) 853-5200. 

NiSource maintains an Internet site at http://www.nisource.com which contains 
information concerning NiSource and its subsidiaries. The information contained at 
NiSource’s Internet site i s  not incorporated by reference in this prospectus, and you 
should not consider it a part of this prospectus. 

http://www.nisource.com


We have filed this prospectus with the SEC as part of a registration statement on 
Form S-3 under the Securities Act of 1933. This prospectus does not contain all of the 
information included in the registration statement. Any statement made in this prospectus 
concerning the contents of any contract, agreement or other document is only a summary 
of the actual document. If we have filed any contract, agreement or other document as an 
exhibit to the registration statement, you should read the exhibit for a more complete 
understanding of the document or matter involved. Each statement regarding a contract, 
agreement or other document is qualified in its entirety by reference to the actual 
document. 
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FORWARD-LOOKING STATEMENTS 

Some of the information included in this prospectus, in any prospectus supplement 
and in the documents incorporated by reference are forward-looking statements within 
the meaning of the securities laws. These statements concern our plans, expectations and 
objectives for future operations. Any statement that is not a historical fact is a forward- 
looking statement. We use the words “estimate,” “intend,” “expect,” “believe,” 
“anticipate” and similar expressions to identify forward-looking statements, but some of 
these statements may use other phrasing. NiSource undertakes no obligation to release 
any revisions to these forward-looking statements publicly to reflect events or 
circumstances after the date of this prospectus or accompanying prospectus supplement 
or to reflect the occurrence of unanticipated events. While we make the forward-looking 
statements in good faith and believe they are based on reasonable assumptions, these 
statements are subject to risks and uncertainties. Important factors that could cause actual 
results to differ materially from those suggested by the forward-looking statements 
include: 

the weather; 

the federal and state regulatory environment, including changes in environmental and 
other laws and regulations to which we are subject; 

0 the economic climate; 

- growth in our service territories; 

* customers’ usage patterns and preferences; 

the degree to which and the speed with which competition changes the utility 
industry; 

fluctuation in supply and demand for energy commodities and the timing and extent 
of changes in commodity prices; 

changing conditions in the capital and equity markets; 

whether, and the extent to which, we achieve efficiencies and cost savings from the 
integration of the former NiSource and Columbia Energy Group businesses; and 

other uncertainties, all of which are difficult to predict, and many of which are 
beyond our control, including factors we discuss in this prospectus and any 
prospectus supplement and our filings with the SEC. 



Accordingly, you should not rely on the accuracy of predictions contained in fonvard- 
looking statements. These statements speak only as of the date of this prospectus, the date 
of the accompanying prospectus supplement or, in the case of documents incorporated by 
reference, the date of those documents. 
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NISOURCE INC. 

Overview. NiSource is a super-regional energy holding company that provides natural 
gas, electricity and other products and services to 3.6 million customers located within 
the energy corridor that runs from the Gulf Coast through the Midwest to New England. 
On November 1,2000, NiSource completed its acquisition of Columbia Energy Group 
for an aggregate consideration of approximately $6 billion, with 30% of the consideration 
paid in common stock and 70% of the consideration paid in cash and SAILSSM (units 
each consisting of a zero coupon debt security coupled with a forward equity contract). 
NiSource also assumed approximately $2 billion in Columbia debt. 

As a result of the acquisition, NiSource is the largest natural gas distribution 
company, as measured by number of customers, operating east of the Rockies. 
NiSource’s principal subsidiaries include the Columbia Energy Group, a vertically- 
integrated natural gas distribution, transmission, storage and exploration and production 
holding company whose subsidiaries provide service to customers in the Midwest, the 
Mid-Atlantic and the Northeast; Northern Indiana Public Service Company, a vertically- 
integrated gas and electric company providing service to customers in northern Indiana; 
and Bay State Gas Company, a natural gas distribution company serving customers in 
New England. NiSource’s business lines include: 

natural gas distribution; 

natural gas transmission and storage; 

* exploration and production; 

* electric operations; and 

growth products and services. 



Strategy. NiSource is focused on becoming the premier energy company serving 
customers throughout the energy-intensive corridor that extends ffom the supply areas in 
the Gulf Coast through the consumption centers in the Midwest, Mid-Atlantic and 
Northeast. This corridor is home to 30% of the nation’s population and 40% of its energy 
consumption. NiSource believes natural gas will be the fuel of choice to meet the 
corridor’s growing energy needs. The merger with Columbia hrthers this strategy by 
combining NiSource’s natural gas distribution assets in Indiana and New England with 
Columbia’s natural gas distribution, storage and exploration and production assets in 
Ohio, the Mid-Atlantic and Appalachia and Columbia’s interstate transmission assets. 

Gus Distribution. NiSource has the nation’s second largest volume of gas sales, on 
average over 2.3 billion cubic feet per day. Through its wholly-owned subsidiary, 
Columbia Energy Group, NiSource 
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owns five distribution subsidiaries that provide natural gas under the Columbia Gas name 
to nearly 2.1 million residential, commercial and industrial customers in Ohio, 
Pennsylvania, Virginia, Kentucky and Maryland. NiSource also distributes natural gas to 
approximately 751,000 customers in northern Indiana through three subsidiaries: 
Northern Indiana Public Service Company, Kokomo Gas and Fuel Company and 
Northern Indiana Fuel and Light Company, Inc. Additionally, NiSource’s subsidiaries, 
Bay State Gas Company and Northern Utilities, Inc., distribute natural gas to more than 
320,000 customers in the areas of Brockton, Lawrence and Springfield, Massachusetts, 
Lewiston and Portland, Maine, and Portsmouth, New Hampshire. 

Gas Transmission and Storage. NiSource’s subsidiaries, Columbia Gas Transmission 
Corporation and Columbia Gulf Transmission Company, own and operate an interstate 
pipeline network of approximately 16,250 miles extending from offshore in the Gulf of 
Mexico to Lake Erie, New York and the eastern seaboard. Together, Columbia Gas 
Transmission and Columbia Gulf serve customers in 15 northeastern, mid-Atlantic, 
midwestern and southern states and the District of Columbia. In addition, Columbia Gas 
Transmission operates one of the nation’s largest underground natural gas storage 
systems capable of storing approximately 670 billion cubic feet of natural gas. 

Columbia Gas Transmission is also participating in the proposed 442-mile 
Millennium Pipeline Project that has been submitted to the Federal Energy Regulatory 
Commission for approval. As proposed, the project will have the capacity to transport 
approximately 700 billion cubic feet of natural gas per day from the Lake Erie region to 
eastern markets. 

NiSource’s wholly-owned subsidiaries own and operate interstate pipelines 
connecting northwest Indiana and Ohio as well as Massachusetts and Maine. In addition, 
NiSource owns a 19% interest in a pipeline linking production areas in New Brunswick, 
Canada to Maine, New Hampshire and Massachusetts. 

Exploration and Production. NiSource also owns Columbia Energy Resources, Inc., 
an exploration and production subsidiary that explores for, develops, gathers and 
produces natural gas and oil in Appalachia and Canada. As of December 3 1,1999, 
Columbia Energy Resources held interests in approximately 3.9 million net acres of gas 
and oil leases and had proved gas reserves of nearly 966 billion cubic feet of natural gas 
equivalent. Columbia Energy Resources owns and operates 8,188 wells as well as 
6,069 miles of gathering facilities. 

Electric Operations. NiSource generates and distributes electricity to the public 
through its subsidiary Northern Indiana Public Service Company. Northern Indiana 
provides electric service to approximately 426,000 customers in 30 counties in the 
northern part of Indiana. Northern Indiana owns and operates four coal-fired electric 
generating stations with a net capability of 3,179 megawatts, four gas fired combustion 
turbine generating units with a net capability of 203 megawatts and two hydroelectric 



generating plants with a net capability of 10 megawatts, for a total system net capability 
of 3,392 megawatts. Northern Indiana is interconnected with Eve neighboring electric 
utilities. During the year ended December 31, 1999, Northern Indiana generated 89.9% 
and purchased 10.1% of its electric requirements. 

Growth Products and Services. NiSource develops unregulated power projects 
through its subsidiary, Primary Energy, Inc. Primary Energy works with industrial 
customers in managing the engineering, construction, operation and maintenance of 
“inside the fence” cogeneration plants that provide cost-effective, long-term sources of 
energy for energy-intensive facilities. 

NiSource provides non-regulated energy services through its wholly-owned 
subsidiary Energy USA, Inc. Energy USA and its subsidiaries provide to customers in 22 
states a variety of energy-related services, including gas marketing and asset management 
services and underground utility locating and marking services. NiSource expanded its 
gas marketing and trading operations with the April 1999 acquisition of TPC 
Corporation, now renamed Energy USA-TPC Corp., a natural gas asset management 
company. In addition, NiSource has invested in a number of distributed generation 
technologies including fuel cells and microturbine ventures. 
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NiSource is completing a fiber optics network for voice and data communication 
along its pipeline rights-of-way between New York and Washington D.C. 

Through its wholly-owned subsidiary, IWC Resources Corporation and its 
subsidiaries, NiSource supplies water to residential, commercial and industrial customers 
and for fire protection service in Indianapolis, Indiana and surrounding areas. 

Non-Cove Divestitures. In connection with the Columbia merger, NiSource has sold 
or is divesting certain businesses judged to be non-core to NiSource’s energy strategy. 
Subsequent to the announcement of the Columbia acquisition, NiSource sold Market Hub 
Partners, which owns and operates salt cavern gas storage facilities in Texas and 
Louisiana, b d  Columbia completed the divestiture of its interest in the Cove Point LNG 
facilities, its retail electric supply business and four qualifying facility power plants. 
Columbia recently announced a definitive agreement for the sale of its electric generation 
business, and NiSource announced a definitive agreement to sell its Miller Pipeline 
subsidiary. After-tax proceeds from these asset sales are expected to total approximately 
$640 million. NiSource is pursuing the sale of Columbia’s propane and petroleum 
businesses and other smaller non-core businesses. As part of the SEC order approving the 
Columbia merger, NiSource has been ordered to divest its water utility business by 
November 2003. 

NISOURCE FINANCE CORP. 

NiSource Finance is a wholly-owned special purpose finance subsidiary of NiSource 
that engages in financing activities to raise funds for the business operations of NiSource 
and its subsidiaries. NiSource Finance’s obligations under the debt securities will be fully 
and unconditionally guaranteed by NiSource. 

NiSource Finance was incorporated in February 2000 under the laws of the State of 
Indiana. Before the acquisition of Columbia Energy Group, NiSource conducted its 
financing activities through NiSource Capital Markets, Inc., a first-tier subsidiary of 
NiSource. We expect NiSource to conduct all future financing through NiSource Finance. 
We currently intend to merge NiSource Capital Markets into NiSource Finance within the 
next twelve months, subject to obtaining required consents and approvals. 

USE OF PROCEEDS 

Unless otherwise described in the applicable prospectus supplement, we will use the 
net proceeds from the sale of  securities offered by this prospectus and any applicable 
prospectus supplement to repay short-term borrowings incurred in NiSource’s November 
2000 acquisition of Columbia Energy Group. 
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RATIOS OF EARNINGS TO FIXED CHARGES 

NiSource’s corporate predecessors were NiSource Inc. (incorporated in Indiana) and 
Columbia Energy Group. The following are ratios of earnings to fixed charges for each of 
the periods indicated for each of the corporate predecessors, and for NiSource on a pro 
forma basis for the fiscal year ended December 3 1, 1999 and the nine months and twelve 
months ended September 30,2000, accounting for the acquisition of Columbia Energy 
Group as a purchase business combination and giving effect to the acquisition as if it had 
occurred at the beginning of the periods presented 
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(1) Results for the twelve months and nine months ended September 30,2000 are not 
necessarily indicative of results for the fiscal year ending December 31,2000. 

For purposes of calculating the ratio of earnings to fixed charges, “earnings” consist 
of income from continuing operations before income taxes plus fixed charges. “Fixed 
charges” consist of interest on all indebtedness, amortization of debt expense, the portion 
of rental expenses on operating leases deemed to be representative of the interest factor 
and preferred stock dividend requirements of consolidated subsidiaries. 
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DESCRIPTION OF CAPITAL STOCK 

General 

The authorized capital stock of NiSource consists of 420,000,000 shares, $0.01 par 
value, of which 400,000,000 are common stock and 20,000,000 are preferred stock. The 
board of directors has designated 4,000,000 shares of the preferred stock as Series A 
Junior Participating Preferred Shares. These shares are reserved for issuance under 
NiSource’s Shareholder Rights Plan. Each share of NiSource common stock includes one 
preferred share purchase right. Each preferred share purchase right entitles its holder to 
purchase one-hundredth (MOO) of a Series A Junior Participating Preferred Share at a 
price of $60 per one-hundredth of a share, subject to adjustment. The preferred share 
purchase rights will become exercisable if a person or group acquires 25% or more of the 
voting power of NiSource or announces a tender or exchange offer following which the 
person or group would hold 25% or more of NiSource’s voting power. If such an 
acquisition were consummated, or if NiSource were acquired by the person or group in a 
merger or other business combination, then each preferred share purchase right would be 
exercisable for that number of shares of NiSource common stock or the acquiring 
company’s common stock having a market value of two times the exercise price of the 
preferred share purchase right. The preferred share purchase rights will also become 
exercisable on or after the date on which the 25% threshold has been triggered, if 
NiSource is acquired in a merger or other business combination in which NiSource is not 
the survivor or in which NiSource is the survivor but its common stock is changed into or 
exchanged for securities of another entity, cash or other property, or 50% or more of the 
assets or earning power of NiSource and its subsidiaries is sold. At that time, each 
preferred share purchase right will become exercisable for that number of shares of 
common stock of the acquiring company having a market value of two times the exercise 
price of the preferred share purchase right. The preferred share purchase rights will not be 
exercisable in this instance if the person who acquired sufficient shares of stock to reach 
the 25% threshold acquired its stock under an offer at a price and on terms which the 
board of directors determines is fair to stockholders and that is in the best interests of 
NiSource, provided that the per share price offered in the merger or other business 
combination is not less than the price paid in the offer and the form of consideration 
offered in the merger or other business combination is the same as that paid in the offer. 
NiSource may redeem the preferred share purchase rights at a price of $.01 per right prior 
to the occurrence of an event that causes the preferred share purchase rights to be 
exercisable for shares of common stock. The preferred share purchase rights will expire 
on March 12,2010. 

The certificate of incorporation of NiSource includes provisions that may have the 
effect of deterring hostile takeovers or delaying or preventing changes in control of 
management of NiSource. NiSource’s board o f  directors is classified into three classes of 
directors with staggered three-year terms. The directors may be removed only for cause 
by the affirmative vote of 80% of the combined voting power of all of the then- 



outstanding shares of stock ofNiSource voting together as a single class. Unless the 
board of directors determines otherwise or except as otherwise required by law, vacancies 
on the board or newly-created directorships may be filled only by the affirmative vote of 
directors then in office, even though less than a quorum. If the board of directors or 
applicable Delaware law confers power on stockholders of NiSource to fill such a 
vacancy or newly-created directorship, it may be filled only by affirmative vote of 80% 
of the combined voting power of the outstanding shares of stock of NiSource entitled to 
vote. Stockholders may not cumulate their votes, and stockholder action may be taken 
only at a duly called meeting and not by written consent. The certificate of incorporation 
also provides that special meetings of stockholders may be called only by a majority of 
the total number of authorized directors. In addition, NiSource’s bylaws contain 
requirements for advance notice of stockholder proposals and director nominations. 
These and other provisions of the certificate of incorporation and bylaws and Delaware 
law could discourage potential acquisition proposals and could delay or prevent a change 
in control of management of NiSource. 

NiSource is currently subject to the provisions of Section 203 of the Delaware 
General Corporation Law regulating corporate takeovers. Section 203 prevents certain 
Delaware corporations, including those whose securities are listed on a national securities 
exchange, such as the New York Stock Exchange, from 
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engaging, under certain circumstances, in a “business combination,” which includes a 
merger or sale of more than 10% of the corporation’s assets, with any interested 
stockholder for three years following the date that the stockholder became an interested 
stockholder. An interested stockholder is a stockholder who acquired 15% or more of the 
corporation’s outstanding voting stock without the prior approval of the corporation’s 
board of directors. 

The following summaries of provisions of our common stock and preferred stock are 
not necessarily complete. You are urged to read carefully NiSource’s certificate of 
incorporation and bylaws which are incorporated by reference as exhibits to the 
registration statement of which this prospectus is a part. 

Common Stock 

NiSource common stock is listed on the New York Stock Exchange, the Chicago 
Stock Exchange and the Pacific Exchange, under the symbol ““N.” Common 
stockholders may receive dividends if and when declared by the board of directors. 
Dividends may be paid in cash, stock or other form. In certain cases, common 
stockholders may not receive dividends until obligations to any preferred stockholders 
have been satisfied. All common stock will be fully paid and non-assessable. Each share 
of common stock is entitled to one vote in the election of directors and other matters. 
Common stockholders are not entitled to preemptive rights or cumulative voting rights. 
Common stockholders will be notified of any stockholders’ meeting according to 
applicable law. If NiSource liquidates, dissolves or winds-up its business, either 
voluntarily or involuntarily, common stockholders will share equally in the assets 
remaining after creditors and preferred stockholders are paid. 

Preferred Stock 

The board of directors can, without approval of stockholders, issue one or more series 
of preferred stock. The board can also determine the number of shares of each series and 
the rights, preferences and limitations of each series, including any dividend rights, 
voting rights, conversion rights, redemption rights and liquidation preferences, the 
number of shares constituting each series and the terms and conditions of issue. In some 
cases, the issuance of preferred stock could delay a change in control of NiSource and 
make it harder to remove incumbent management. Under certain circumstances, preferred 
stock could also restrict dividend payments to holders of common stock. All preferred 
stock will be fully paid and non-assessable. 

The terms of the preferred stock that NiSource may offer will be established by or 
pursuant to a resolution of the board of directors of NiSource and will be issued under 
certificates of designation or through amendments to NiSource’s certificate of 
incorporation. If NiSource offers to sell preferred stock, it will describe the specific terms 
of the preferred stock in a supplement to this prospectus. NiSource will also indicate in 



the supplement whether the general terms and provisions described in this prospectus 
apply to the prefemed stock that NiSource may offer. 

The foflowing terms of the preferred stock, as applicable, will be set forth in a 
prospectus supplement relating to the preferred stock 

the title and stated value; 

the number of shares NiSource is offering; 

the liquidation preference per share; 

- the purchase price; 

the dividend rate, period and payment date, and method of calculation of dividends; 

whether dividends will be cumulative or non-cumulative and, if cumulative, the date 
from which dividends will accumulate; 

the procedures for any auction and remarketing, if any; 
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the provisions for a sinking fund, if any; 

the provisions for redemption or repurchase, if applicable, and any restrictions on 
NiSource’s ability to exercise those redemption and repurchase rights; 

any listing of the preferred stock on any securities exchange or market; 

voting rights, if any; 

preemptive rights, if any; 

restrictions on transfer, sale or other assignment, if any; 

whether interests in the preferred stock will be represented by depositary shares; 

a discussion of any material or special United States federal income tax 
considerations applicable to the preferred stock; 

the relative ranking and preferences of the preferred stock as to dividend or 
liquidation rights; 

any limitations on issuance of any class or series of preferred stock ranking senior to 
or on a parity with the series of preferred stock as to dividend or liquidation 
rights; and 

- any other material specific terms, preferences, rights or limitations of, or restrictions 
on, the preferred stock. 

The terms, if any, on which the preferred stock may be exchanged for or converted 
into shares of common stock or any other security and, if applicable, the conversion or 
exchange price, or how it will be calculated, and the conversion or exchange period will 
be set forth in the applicable prospectus supplement. 

The preferred stock or any series ofpreferred stock may be represented, in whole or 
in part, by one or more global certificates, which will have an aggregate liquidation 
preference equal to that of the preferred stock represented by the global certificate. 

Each global certificate will: 

be registered in the name of a depositary or a nominee of the depositary identified in 
the prospectus supplement; 



be deposited with such depositary or nominee or a custodian for the depositary; and 

bear a legend regarding the restrictions on exchanges and registration of transfer and 
any other matters as may be provided for under the certificate of designation. 
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DESCRIPTION OF THE DEBT SECURITIES 

NiSource Finance may issue the debt securities, in one or more series, from time to 
time under an Indenture, dated as of November 14,2000, among NiSource Finance, 
NiSource, as guarantor, and The Chase Manhattan Bank, as trustee. The Chase 
Manhattan Bank, as trustee under the Indenture, will act as indenture trustee for the 
purposes of the Trust Indenture Act. We have filed a copy of the Indenture as an exhibit 
to the registration statement of which this prospectus forms a part. 

This section briefly summarizes some of the terms of the debt securities and the 
Indenture. This section does not contain a complete description of the debt securities or 
the Indenture. The description of the debt securities is qualified in its entirety by the 
provisions of the Indenture. References to section numbers in this description of the debt 
securities, unless otherwise indicated, are references to section numbers of the Indenture. 

General 

The Indenture does not limit the amount of debt securities that may be issued. The 
Indenture provides for the issuance of debt securities from time to time in one or more 
series. The terms of each series of debt securities may be established in a supplemental 
indenture or in resolutions of NiSource Finance’s Board of Directors or a committee of 
the board. 

The debt securities: 

* are direct senior unsecured obligations of NiSource Finance; 

- are equal in right of payment to any other senior unsecured obligations of NiSource 
Finance: and 

are guaranteed on a senior unsecured basis by NiSource. 

NiSource Finance is a special purpose financing subsidiary formed soIely as a 
financing vehicle for NiSource and its subsidiaries. Therefore, the ability of NiSource 
Finance to pay its obligations under the debt securities is dependent upon the receipt by it 
of payments from NiSource. If NiSource were not to make such payments for any reason, 
the holders of the debt securities would have to rely on the enforcement of NiSource’s 
guarantee described below. 

If NiSource Finance uses this prospectus to offer debt securities, an accompanying 
prospectus supplement will describe the following terms of the debt securities being 
offered, to the extent applicable: 



the title; 

any limit on the aggregate principal amount; 

the date or dates on which NiSource Finance will pay principal; 

the right, if any, to extend the date or dates on which NiSource Finance will pay 
principal; 

the interest rates or the method of determining them and the date interest begins to 
accrue; 

the interest payment dates and the regular record dates for any interest payment dates; 

the right, if any, to extend the interest payment periods and the duration of any 
extension; 

the place or places where NiSource Finance will pay principal and interest; 

the terms and conditions of any optional redemption, including the date after which, 
and the price or prices at which, NiSource Finance may redeem securities; 

the terms and conditions of any optional purchase or repayment, including the date 
after which, and the price or prices at which, holders may require NiSource Finance 
to purchase, or a third party may require holders to sell, securities; 
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the terms and conditions of any mandatory or optional sinking fund redemption, 
including the date after which, and the price or prices at which, NiSource Finance 
may redeem securities; 

* whether bearer securities will be issued; 

- the denominations in which NiSource Finance will issue securities; 

* the currency or currencies in which NiSource Finance will pay principal and interest; 

* any index or indices used to determine the amount of payments; 

the portion of principal payable on declaration of acceleration of maturity; 

any additional events of default or covenants of NiSource Finance or NiSource 
applicable to the debt securities; 

whether NiSource Finance will pay additional amounts in respect of taxes and similar 
charges on debt securities held by a United States alien and whether NiSource 
Finance may redeem those debt securities rather than pay additional amounts; 

- whether NiSource Finance will issue the debt securities in whole or in part in global 
form and, in such case, the depositary for such global securities and the 
circumstances under which beneficial owners of interests in the global security may 
exchange such interest for securities; 

the date or dates after which holders may convert the securities into shares of 
NiSource common stock or preferred stock and the terms for that conversion; and 

any other terms of the securities. 

The Indenture does not give holders of debt securities protection in the event of a 
highly leveraged transaction or other transaction involving NiSource Finance or 
NiSource. The Indenture also does not limit the ability of NiSource Finance or NiSource 
to incur indebtedness or to declare or pay dividends on its capital stock. 

Guarantee of NiSource 

NiSource will fully and unconditionally guarantee to each holder of debt securities 
and to the indenture trustee and its successors all the obligations of NiSource Finance 
under the debt securities, including the due and punctual payment of the principal of, and 
premium, if any, and interest, if any, on the debt securities. The guarantee applies 
whether the payment is due at maturity, on an interest payment date or as a result of 



acceleration, redemption or otherwise. The guarantee includes payment of interest on the 
overdue principal of and interest, if any, on the debt securities (if lawful) and all other 
obligations of NiSource Finance under the Indenture. The guarantee will remain valid 
even if the Indenture is found to be invalid. NiSource is obligated under the guarantee to 
pay any guaranteed amount immediately aRer NiSource Finance’s failure to do so. 

NiSource is a holding company with no independent business operations or source of 
income of its own. It conducts substantially all of its operations through its subsidiaries 
and, as a result, NiSource depends on the earnings and cash flow of, and dividends or 
distributions Erom, its subsidiaries to provide the funds necessary to meet its debt and 
contractual obligations. A substantial portion of NiSource’s consolidated assets, earnings 
and cash flow is derived from the operation of its regulated utility subsidiaries, whose 
legal authority to pay dividends or make other distributions to NiSource is subject to 
regulation. Northern Indiana Public Service Company’s debt indenture also provides that 
Northem Indiana will not declare or pay any dividends on its common stock owned by 
NiSource except out of earned surplus or net profits. Furthermore, as long as any shares 
of Northern Indiana’s cumulative preferred stock are outstanding, Northern Indiana may 
not declare or pay cash dividends on its common shares in excess of 75% of its net 
income, provided that Northern Indiana may declare and pay cash dividends if the sum of 
(1) Northern Indiana’s capital applicable to stock junior to the cumulative preferred stock 
plus (2) the surplus, aRer giving effect to such dividends, is at least 25% of the sum of 
(a) all of Northern Indiana’s 
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obligations under any outstanding bonds, notes, debentures or other securities plus 
@) Northern Indiana’s total capital and surplus. Future dividends will depend upon 
adequate retained earnings, adequate future earnings and the absence of adverse 
developments. In addition, NiSource is registered as a holding company under the Public 
Utility Holding Company Act of 1935. As a result, the corporate and financial activities 
of NiSource and each of its subsidiaries (including their ability to pay dividends to 
NiSource) are subject to regulation by the SEC. 

NiSource’s holding company status also means that its right to participate in any 
distribution of the assets of any of its subsidiaries upon liquidation, reorganization or 
otherwise is subject to the prior claims of the creditors of each of the subsidiaries (except 
to the extent that the claims of NiSource itself as a creditor of a subsidiary may be 
recognized). Since this is true for NiSource, it is also true for the creditors of NiSource 
(including the holders of the debt securities). 

Conversion Rights 

The terms, if any, on which a series of debt securities may be exchanged for or 
converted into shares of common stock or preferred stock of NiSource will be set forth in 
the applicable prospectus supplement. 

Denomination, Registration and Transfer 

NiSource Finance may issue the debt securities as registered securities in certificated 
form or as global securities as described under the heading “Book-Entry Issuance.” 
Unless otherwise specified in the applicable prospectus supplement, NiSource Finance 
will issue registered debt securities in denominations of $1,000 or integral multiples of 
$1,000. (See Section 302.) 

If NiSource Finance issues the debt securities as registered securities, NiSource 
Finance will keep at one of its offices or agencies a register in which it will provide for 
the registration and transfer of the debt securities. NiSource Finance will appoint that 
office or agency the security registrar for the purpose of registering and transferring the 
debt securities. 

The holder of any registered debt security may exchange the debt security for 
registered debt securities of the same series having the same stated maturity date and 
original issue date, in any authorized denominations, in like tenor and in the same 
aggregate principal amount. The holder may exchange those debt securities by 
surrendering them in a place of payment maintained for this purpose at the office or 
agency NiSource Finance has appointed securities registrar. Holders may present the debt 
securities for exchange or registration of transfer, duly endorsed or accompanied by a 
duly executed written instrument of transfer satisfactory to NiSource Finance and the 



securities registrar. No service charge will apply to any exchange or registration of 
transfer, but NiSource Finance may require payment of any taxes and other governmental 
charges as described in the Indenture. (See Section 305.) 

If debt securities of any series are redeemed, NiSource Finance will not be required to 
issue, register transfer of or exchange any debt securities of that series during the 
15 business day period immediately preceding the day the relevant notice of redemption 
is given. That notice will identify the serial numbers of the debt securities being 
redeemed. After notice is given, NiSource Finance will not be required to issue, register 
the transfer of or exchange any debt securities that have been selected to be either 
partially or l l l y  redeemed, except the unredeemed portion of any debt security being 
partially redeemed. (See Section 305.) 

Payment and Paying Agents 

Unless otherwise indicated in the applicable prospectus supplement, on each interest 
payment date, NiSource Finance will pay interest on each debt security to the person in 
whose name that debt security is registered as of the close of business on the record date 
relating to that interest payment date. If NiSource 
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Finance defaults in the payment of interest on any debt security, it may pay that defaulted 
interest to the registered owner of that debt security: 

as of the close of business on a date that the indenture trustee selects, which may not 
be more than 15 days or less than 10 days before the date NiSource Finance proposes 
to pay the defaulted interest, or 

in any other lawful manner that does not violate the requirements of any securities 
exchange on which that debt security is listed and that the indenture trustee believes 
is acceptable. 

(See Section 307.) 

Unless otherwise indicated in the applicable prospectus supplement, NiSource 
Finance will pay the principal of and any premium or interest on the debt securities when 
they are presented at the office of the indenture trustee, as paying agent. NiSource 
Finance may change the place of payment on the debt securities, appoint one or more 
additional paying agents, and remove any paying agent. 

Redemption 

The applicable prospectus supplement will contain the specific terms on which 
NiSource Finance may redeem a series of debt securities prior to its stated maturity. 
NiSource Finance will send a notice of redemption to holders at least 30 days hut not 
more than 60 days prior to the redemption date. The notice will state: 

the redemption date; 

the redemption price; 

if less than all of the debt securities of the series are being redeemed, the particular 
debt securities to be redeemed (and the principal amounts, in the case of a partial 
redemption); 

that on the redemption date, the redemption price will become due and payable and 
any applicable interest will cease to accrue on and after that date; 

the place or places of payment; and 

whether the redemption is for a sinking hnd. 

(See Section 1104.) 



On or before any redemption date, NiSource Finance will deposit an amount of 
money with the indenture trustee or with a paying agent sufficient to pay the redemption 
price. (See Section 1105.) 

If NiSource Finance is redeeming less than all the debt securities, the indenture 
trustee will select the debt securities to be redeemed using a method it considers fair and 
appropriate. After the redemption date, holders of redeemed debt securities will have no 
rights with respect to the debt securities except the right to receive the redemption price 
and any unpaid interest to the redemption date. (See Section 1103.) 

Consolidation, Merger, Conveyance, Transfer or Lease 

Neither NiSource Finance nor NiSource shall consolidate or merge with any other 
corporation or convey, transfer or lease substantially all of its assets or properties to any 
entity unless: 

that corporation or entity is organized under the laws of the United States or any state 
thereof: 

that corporation or entity assumes NiSource Finance’s or NiSource’s obligations, as 
applicable, under the Indenture; 
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after giving effect to the transaction, NiSource Finance and NiSource are not in 
default under the Indenture: and 

NiSource Finance or NiSource, as applicable, delivers to the indenture trustee an 
officer’s certificate and an opinion of counsel to the effect that the transaction 
complies with the Indenture. 

(See Section 801.) 

The Indenture does not give holders of the debt securities protection in the event of a 
highly leveraged transaction or other transaction involving NiSource Finance or 
NiSource. The Indenture also does not limit the ability of NiSource Finance to incur 
indebtedness or to declare or pay dividends on its capital stock. 

Limitation on Liens 

As long as any debt securities remain outstanding, neither NiSource Finance, 
NiSource nor any subsidiary of NiSource other than a utility may issue, assume or 
guarantee any debt secured by any mortgage, security interest, pledge, lien or other 
encumbrance on any property owned by NiSource Finance, NiSource or that subsidiary, 
except intercompany indebtedness, without also securing the debt securities equally and 
ratably with (or prior to) the new debt, unless the total amount of all of the secured debt 
would not exceed 10% of the consolidated net tangible assets of NiSource and its 
subsidiaries (other than utilities). 

In addition, the lien limitations do not apply to NiSource Finance’s, NiSource’s and 
any subsidiary’s ability to do the following: 

create mortgages on any property and on certain improvements and accessions on 
such property acquired, constructed or improved after the date of the Indenture; 

- assume existing mortgages on any property or indebtedness of an entity which is 
merged with or into, or consolidated with NiSource Finance, NiSource and any 
subsidiary; 

assume existing mortgages on any property or indebtedness of an entity existing at 
the time it becomes a subsidiary; 

* create mortgages to secure debt of a subsidiary to NiSource or to another subsidiary; 

create mortgages in favor of governmental entities to secure payment under a contract 
or statute or mortgages to secure the financing of constructing or improving property, 



including mortgages for pollution control or industrial revenue bonds; 

create mortgages to secure debt of NiSource or its subsidiaries maturing within 
12 months and created in the ordinary course of business; 

create mortgages to secure the cost of exploration, drilling or development of natural 
gas, oil or other mineral property; 

to continue mortgages existing on the date of the Indenture; and 

create mortgages to extend, renew or replace indebtedness secured by any mortgage 
referred to above provided that the principal amount of indebtedness and the property 
securing the indebtedness shall not exceed the amount secured by the mortgage being 
extended, renewed or replaced. 

(See Section 1008.) 
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Events of Default 

The Indenture provides, with respect to any outstanding series of debt securities, that 
any of the following events constitutes an “Event of Default”: 

NiSource Finance defaults in the payment of any interest upon any debt security of 
that series that becomes due and payable and the default continues for 60 days; 

- NiSource Finance defaults in the payment of principal of or any premium on any debt 
security of that series when due at its maturity, on redemption, by declaration or 
otherwise and the default continues for three business days; 

NiSource Finance defaults in the deposit of any sinking fund payment when due and 
the default continues for three business days; 

NiSource Finance or NiSource defaults in the performance of or breaches any 
covenant or warranty in the Indenture for 90 days after written notice to NiSource 
Finance and NiSource from the indenture trustee or to NiSource Finance, NiSource 
and the indenture trustee from the holders of at least 33% of the outstanding debt 
securities of that series; 

NiSource Finance or NiSource Capital Markets defaults under any bond, debenture, 
note or other evidence of indebtedness for money borrowed by NiSource Finance or 
NiSource Capital Markets, or NiSource Finance or NiSource Capital Markets defaults 
under any mortgage, indenture or instrument under which there may be issued, 
secured or evidenced indebtedness constituting a failure to pay in excess of 
$50,000,000 of the principal or interest when due and payable, and in the event such 
debt has become due as the result of an acceleration, such acceleration is not 
rescinded or annulled or such debt is not paid within 60 days after written notice to 
NiSource Finance and NiSource from the indenture trustee or to NiSource Finance, 
NiSource and the indenture trustee from the holders of at least 33% of the outstanding 
debt securities of that series; 

the NiSource guarantee ceases to be in full force and effect in any material respect or 
is disaffirmed or denied (other than according to its terms), or is found to be 
unenforceable or invalid; or 

certain events of bankruptcy, insolvency or reorganization of NiSource Finance, 
NiSource Capital Markets or NiSource. 

(See Section 501.) 



If an Event of Default occurs with respect to debt securities of a particular series, the 
indenture trustee or the holders of 33% in principal amount of the outstanding debt 
securities of that series may declare the debt securities of that series due and payable 
immediately. (See Section 502.) 

The holders of a majority in principal amount of the outstanding debt securities of a 
particular series will have the right to direct the time, method and place of conducting any 
proceeding for any remedy available to the indenture trustee under the Indenture, or 
exercising any trust or power conferred on the indenture trustee with respect to the debt 
securities of that series. The indenture trustee may refuse to follow directions that are in 
conflict with law or the Indenture, that expose the indenture trustee to personal liability or 
that are unduly prejudicial to other holders. The indenture trustee may take any other 
action it deems proper that is not inconsistent with those directions. (See Section 512.) 

The holders of a majority in principal amount of the outstanding debt securities of any 
series may waive any past default under the Indenture and its consequences, except a 
default: 

in respect of a payment of principal of, or premium, if any, or interest on any debt 
security; or 

in respect of a covenant or provision that cannot be modified or amended without the 
consent of the holder of each affected debt security. 

(See Section 513.) 
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At any time after the holders of the debt securities of a series declare that the debt 
securities of that series are due and immediately payable, a majority in principal amount 
of the outstanding holders of debt securities of that series may rescind and cancel the 
declaration and its consequences: (1) before the indenture trustee has obtained a judgment 
or decree for money, (2) if all defaults (other than the non-payment of principal which 
have become due solely by the declaration) have been waived or cured, and (3) NiSource 
or NiSource Finance has paid or deposited with the indenture trustee an amount sufficient 
to pay: 

all overdue interest on the debt securities of that series; 

the principal of, and premium, if any, or interest on any debt securities of that series 
which are due other than by the declaration; 

* interest on overdue interest (if lawful); and 

sums paid or advanced by and amounts due the indenture trustee under the Indenture. 

(See Section 502.) 

Modification o f  Indenture 

NiSource Finance, NiSource and the indenture trustee may modify or amend the 
Indenture, without the consent of the holders of any debt securities, for any of the 
following purposes: 

* to evidence the succession of another person as obligor under the Indenture; 

to add to NiSource Finance’s or NiSource’s covenants or to surrender any right or 
power conferred on NiSource Finance or NiSource under the Indenture; 

to add events of default: 

to add or change any provisions of the Indenture to provide that bearer securities may 
be registrable as to principal, to change or eliminate any restrictions on the payment 
of principal or premium on registered securities or of principal or premium or any 
interest on bearer securities, to permit registered securities to be exchanged for bearer 
securities or to permit the issuance of securities in uncertificated form (so long as the 
modification or amendment does not materially adversely affect the interest of the 
holders of debt securities of any series); 

to change or eliminate any provisions of the Indenture (so long as there are no 



outstanding debt securities entitled to the benefit of the provision); 

to secure the debt securities; 

to establish the form or terms of debt securities of any series; 

to evidence or provide for the acceptance or appointment by a successor indenture 
trustee or facilitate the administration of the trusts under the Indenture by more than 
one indenture trustee; 

to cure any ambiguity, defect or inconsistency in the Indenture (so long as the cure or 
modification does not materially adversely affect the interest of the holders of debt 
securities of any series); 

to effect assumption by NiSource or one of its subsidiaries of NiSource Finance’s 
obligations under the Indenture; or 

to conform the Indenture to any amendment of the Trust Indenture Act. 

(See Section 901.) 

The Indenture provides that we and the indenture trustee may amend the Indenture or 
the debt securities with the consent of the holders of a majority in principal amount of the 
then outstanding debt securities of each series affected by the amendment voting as one 
class. However, without the consent of 
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each holder of any outstanding debt securities affected, an amendment or modification 
may not, among other things: 

change the stated maturity of the principal or interest on any debt security; 

reduce the principal amount of, rate of interest on, or premium payable upon the 
redemption of, any debt security; 

change the method of calculating the rate of interest on any debt security; 

change any obligation of NiSource Finance to pay additional amounts in respect of 
any debt security; 

reduce the principal amount of a discount security that would be payable upon 
acceleration of its maturity; 

change the place or currency of payment of principal of, or any premium or interest 
on, any debt security; 

* impair a holder’s right to institute suit for the enforcement of any payment after the 
stated maturity or after any redemption date or repayment date; 

reduce the percentage of holders of debt securities necessary to modify or amend the 
Indenture or to consent to any waiver under the Indenture; 

- change any obligation of NiSource Finance to maintain an office or agency in each 
place of payment or to maintain an office or agency outside the United States; 

modify the obligations of NiSource under its guarantee in any way adverse to the 
interests of the holders of the debt securities; and 

modify these requirements or reduce the percentage of holders of debt securities 
necessary to waive any past default of certain covenants. 

(See Section 902.) 

Satisfaction and Discharge 

Under the Indenture, NiSource Finance can terminate its obligations with respect to 
debt securities of any series not previously delivered to the indenture trustee for 
cancellation when those debt securities: 

have become due and payable; 



will become due and payable at their stated maturity within one year; or 

are to be called for redemption within one year under arrangements satisfactory to the 
indenture trustee for giving notice of redemption. 

NiSource Finance may terminate its obligations with respect to the debt securities of 
that series by depositing with the indenture trustee, as trust funds in trust dedicated solely 
for that purpose, an amount sufficient to pay and discharge the entire indebtedness on the 
debt securities of that series. In that case, the Indenture will cease to be of further effect 
and NiSource Finance’s obligations will be satisfied and discharged with respect to that 
series (except as to NiSource Finance’s obligations to pay all other amounts due under 
the Indenbre and to provide certain officers’ certificates and opinions of counsel to the 
indenture trustee). At the expense of NiSource Finance, the indenture trustee will execute 
proper instruments acknowledging the satisfaction and discharge. (See Section 401 .) 
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Book-Entry Issuance 

Unless otherwise specified in the applicable prospectus supplement, NiSource 
Finance will issue any debt securities offered under this prospectus as “global securities.” 
We will describe the specific terms for issuing any debt security as a global security in 
the prospectus supplement relating to that debt security. 

Unless otherwise specified in the applicable prospectus supplement, The Depository 
Trust Company, or DTC, will act as the depositary for any global securities. NiSource 
Finance will issue global securities as fully registered securities registered in the name of 
DTC’s nominee, Cede & Co. NiSource Finance will issue one or more fully registered 
global securities for each issue of debt securities, each in the aggregate principal or stated 
amount of such issue, and will deposit the global securities with DTC. 

DTC is a limited-purpose trust company organized under the New York Banking 
Law, a “banking organization” within the meaning of the New York Banking Law, a 
member of the Federal Reserve System, a “clearing corporation” within the meaning of 
the New York Uniform Commercial Code, and a “clearing agency” registered under the 
provisions of Section 17A of the Securities Exchange Act. DTC holds securities that its 
participants deposit with DTC. DTC also facilitates the settlement among participants of 
securities transactions, such as transfers and pledges, in deposited securities through 
electronic computerized book-entry changes in participants’ accounts, thereby 
eliminating the need for physical movement of securities certificates. DTC’s direct 
participants include securities brokers and dealers, banks, trust companies, clearing 
corporations and certain other organizations. DTC is owned by a number of its direct 
participants and by the New York Stock Exchange, Inc., the American Stock Exchange, 
Inc. and the National Association of Securities Dealers, Inc. Access to DTC’s book-entry 
system is also available to others, such as securities brokers and dealers, banks and trust 
companies, that clear through or maintain a custodial relationship with a direct 
participant. The rules applicable to DTC and its participants are on file with the SEC. 

Purchases of securities under DTC’s system must be made by or through a direct 
participant, which will receive a credit for such securities on DTC’s records. The 
ownership interest of each actual purchaser of each security - the beneficial owner - is 
in turn recorded on the records of direct and indirect participants. Beneficial owners will 
not receive written confirmation from DTC of their purchases, but they should receive 
written confirmations providing details of the transactions, as well as periodic statements 
of their holdings, from the participants through which they entered into the transactions. 
Transfers of ownership interest in the securities are accomplished by entries made on the 
books of participants acting on behalf of beneficial owners. Beneficial owners will not 
receive certificates representing their securities, except in the event that use of the book- 
entry system for the securities is discontinued. 



To facilitate subsequent transfers, all global securities that are deposited with, or on 
behalf of, DTC are registered in the name of DTC’s nominee, Cede & Co. The deposit of 
global securities with, or on behalf of, DTC and their registration in the name of 
Cede & Co. effect no change in beneficial ownership. DTC has no knowledge of the 
actual beneficial owners of the securities; DTC’s records reflect only the identity of the 
direct participants to whose accounts such securities are credited, which may or may not 
be the beneficial owners. The participants will remain responsible for keeping account of 
their holdings on behalf of their customers. 

Conveyance of notices and other communications by DTC to direct participants, by 
direct participants to indirect participants and by direct and indirect participants to 
beneficial owners will be governed by arrangements among them, subject to any statutory 
or regulatory requirements as may be in effect from time to time. 

Neither DTC nor Cede & Co. will consent or vote with respect to the global 
securities. Under its usual procedures, DTC will mail an omnibus proxy to NiSource 
Finance as soon as possible after the applicable record date. The omnibus proxy assigns 
Cede & Co.’s consenting or voting rights to those direct participants to whose accounts 
the securities are credited on the applicable record date (identified in a listing attached to 
the omnibus proxy). 
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Redemption proceeds, principal payments and any premium, interest or other 
payments on the global securities will be made to Cede & Co., as nominee of DTC. 
DTC’s practice is to credit direct participants’ accounts on the applicable payment date in 
accordance with their respective holdings shown on DTC’s records, unless DTC has 
reason to believe that it will not receive payment on that date. Payments by participants to 
beneficial owners will be governed by standing instructions and customary practices, as 
is the case with securities held for the accounts of customers in bearer form or registered 
in “street name,” and will be the responsibility of the participant and not of DTC, 
NiSource Finance, NiSource or the indenture trustee, subject to any statutory or 
regulatory requirements in effect at the time. Payment of redemption payments, principal 
and any premium, interest or other payments to DTC is the responsibility of NiSource 
Finance and the applicable paying agent, disbursement of payments to direct participants 
will be the responsibility of DTC, and disbursement of payments to the beneficial owners 
will be the responsibility of direct and indirect participants. 

If applicable, redemption notices will be sent to Cede & Co. If less than all of the debt 
securities of like tenor and terms are being redeemed, DTC’s practice is to determine by 
lot the amount of the interest of each direct participant in such issue to be redeemed. 

A beneficial owner electing to have its interest in a global security repaid by 
NiSource Finance will give any required notice through its participant and will effect 
delivery of its interest by causing the direct participant to transfer the participant’s 
interest in the global securities on DTC’s records to the appropriate party. The 
requirement for physical delivery in connection with a demand for repayment will be 
deemed satisfied when the ownership rights in the global securities are transferred on 
DTC’s records. 

DTC may discontinue providing its services as securities depositary with respect to 
the global securities at any time by giving reasonable notice to NiSource Finance or the 
indenture trustee. Under such circumstances, in the event that a successor securities 
depositary is not obtained, certificates for the securities are required to be printed and 
delivered. 

NiSource Finance may decide to discontinue use of the system of book-entry transfers 
through DTC (or a successor securities depositary). In that event, certificates for the 
securities will be printed and delivered. 

We have provided the foregoing information with respect to DTC to the financial 
community for information purposes only. We do not intend the information to serve as a 
representation, warranty or contract modification of any kind. We have received the 
information in this section concerning DTC and DTC’s system from sources that we 
believe to be reliable, but we take no responsibility for the accuracy of this information. 

Governing Law 



The Indenture and the debt securities are governed by the internal laws of the State of 
New York. 

Information Concerning the Indenture Trustee 

Prior to default, the indenture trustee will perform only those duties specifically set 
forth in the Indenture. After default, the indenture trustee will exercise the same degree of 
care as a prudent individual would exercise in the conduct of his or her own affairs. The 
indenture trustee is under no obligation to exercise any of the powers vested in it by the 
Indenture at the request of any holder of debt securities unless the holder offers the 
indenture trustee reasonable indemnity against the costs, expenses and liability that the 
indenture trustee might incur in exercising those powers. The indenture trustee is not 
required to expend or risk its own funds or otherwise incur personal financial liability in 
the performance of its duties if it reasonably believes that it may not receive repayment or 
adequate indemnity. (See Section 601.) 

The indenture trustee, The Chase Manhattan Bank, is also the indenture trustee for 
NiSource Capital Markets’ senior and subordinated debt indentures and the indenture 
governing the debenture portion of NiSource’s Stock Appreciation Income Linked 
Securities (“SAILS”). The Chase Manhattan Bank is the property trustee, and Chase 
Manhattan Bank Delaware is the Delaware trustee, for the preferred securities 

20 



included in NiSource’s Premium Income Equity Securities (“PIESSM”). The Chase 
Manhattan Bank is the purchase contract agent and collateral agent for the NiSource 
PIES and SAILS. The Chase Manhattan Bank also lends to Columbia Energy Group and 
extends a letter of credit facility to NiSource Capital Markets. ChaseMellon Shareholder 
Services, L.L.C., an affiliate of The Chase Manhattan Bank, is the transfer agent and 
registrar for the common stock, the rights agent for NiSource’s preferred stock purchase 
rights and the exchange agent for the merger in connection with NiSource’s acquisition 
of Columbia. 

PLAN OF DISTRIBUTION 

We may sell the securities to or through underwriters, through dealers or agents, 
directly to you or through a combination of these methods. The prospectus supplement 
with respect to any offering of securities will describe the specific terms of the securities 
being offered, including: 

* the name or names of any underwriters, dealers or agents; 

the purchase price of the securities and the proceeds to NiSource or NiSource Finance 
from the sale; 

any underwriting discounts and commissions or agency fees and other items 
constituting underwriters’ or agents’ compensation; 

any initial public offering price; 

any discounts or concessions allowed or reallowed or paid to dealers; and 

0 any securities exchange on which the offered securities may be listed. 

Through Underwriters. If we use underwriters in the sale of the securities, the 
underwriters will acquire the offered securities for their own account. We will execute an 
underwriting agreement with an underwriter or underwriters once an agreement for sale 
of the securities is reached. The underwriters may resell the offered securities in one or 
more transactions, including negotiated transactions, at a fixed public offering price or at 
varying prices determined at the time of sale. The underwriters may sell the offered 
securities directly or through underwriting syndicates represented by managing 
underwriters. Unless otherwise stated in the prospectus supplement relating to offered 
securities, the obligations of the underwriters to purchase those offered securities will be 
subject to certain conditions, and the underwriters will be obligated to purchase all of 
those offered securities if they purchase any of them. 



Through Dealers. If we use a dealer to sell the securities, we will sell the offered 
securities to the dealer as principal. The dealer may then resell those offered securities at 
varying prices determined at the time of resale. Any initial public offering price and any 
discounts or concessions allowed or reallowed or paid to dealers may be changed from 
time to time. 

Through Agents. If we use agents in the sale of securities, we may designate one or 
more agents to sell offered securities. Unless otherwise stated in a prospectus supplement, 
the agents will agree to use their best efforts to solicit purchases for the period of their 
appointment. 

Directly to Purchasers. We may sell the offered securities directly to one or more 
purchasers. In this case, no underwriters, dealers or agents would be involved. We will 
describe the terms of our direct sales in our prospectus supplement. 

General Information. A prospectus supplement will state the name of any 
underwriter, dealer or agent and the amount of any compensation, underwriting discounts 
or concessions paid, allowed or reallowed to them. A prospectus supplement will also 
state the proceeds to us from the sale of offered securities, any initial public offering price 
and other terms of the offering of those offered securities. 

Our agents, underwriters and dealers, or their affiliates, may be customers of, engage 
in transactions with or perform services for us in the ordinary course of business. 
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We may authorize agents, underwriters or dealers to solicit offers by certain 
institutions to purchase offered securities from us at the public offering price and on 
terms described in the related prospectus supplement pursuant to delayed delivery 
contracts providing for payment and delivery on a specified date in the future. If we use 
delayed delivery contracts, we will disclose that we are using them in our prospectus 
supplement and will tell you when we will demand payment and delivery of the 
securities. The delayed delivery contracts will be subject only to the conditions we set 
forth in our prospectus supplement. 

We may enter into agreements to indemnify agents, underwriters and dealers against 
certain civil liabilities, including liabilities under the Securities Act of 1933. 

LEGAL OPINIONS 

Schiff Hardin & Waite, Chicago, Illinois, will pass upon the validity of the securities 
offered by this prospectus for us. The opinions with respect to the securities may be 
subject to assumptions regarding future action to be taken by us and the trustee, if 
applicable, in connection with the issuance and sale of the securities, the specific terms of 
the securities and other matters that may affect the validity of securities but that cannot be 
ascertained on the date of those opinions. Peter V. Fazio, Jr., a partner of the firm who 
also serves as general counsel of NiSource, holds approximately 11,400 shares of 
NiSource common stock. 

EXPERTS 

The consolidated financial statements and schedules of NiSource Inc. (incorporated in 
Indiana) and the consolidated financial statements of Columbia Energy Group 
incorporated by reference herein have been audited by Arthur Andersen LLP, 
independent public accountants, as indicated in their reports with respect thereto, and are 
incorporated by reference herein in reliance upon the authority of said firm as experts in 
giving said reports. 
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2007-00008 AG Set 1-0096 
Attachment K 
Stock Issued 

2004 2005 2006 

Options Exercised 81 7,017 1,897,206 1,007,415 

Weighted Average Option Price $18.88 $20.32 $21 . I  1 

Value of Exercised Options $15,425,281 $38,551,226 $21,266,531 
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NiSource SAILS mature 

Company successfully remarkets debentures 

MERRILLVILLE, Ind. - NiSource Inc. (NYSE NI) has successfully remarketed approximately 
$80.6 million of the senior debentures included in its Stock Appreciation Income Linked Securities 
(SAILS)* in anticipation of the settlement on Nov. 1, 2004, of the forward equity agreements 
included in the SAILS. NiSource originally issued the SAILS in connection with the November 
2000 merger with Columbia Energy Group. 

NiSource will issue approximately 6.8 million shares of common stock on Nov. 1, 2004, as a 
result of the settlement of the forward equity agreements included in the SAILS. The 30-day 
average market price of $21.1967 was used to determine the settlement rate of 0.1227 shares of 
NiSource common stock per SAILS unit. Only full shares of common stock will be issued, and 
fractional shares will be settled in cash using the value determined above. 

NiSource will receive $144.4 million in satisfaction of the SAILS holders' obligation under the 
forward equity agreements and will use the proceeds to pay down short-term borrowings. 

As a result of the remarketing, the interest rate on the underlying debentures, due Nov. 1, 2006, 
has been reset to 3.628 percent. A copy of the prospectus relating to the remarketed debentures 
may be obtained from Credit Suisse First Boston, Prospectus Department, 11 Madison Ave., New 
York, N.Y., 10010-3629 (telephone number 212-325-2580). 

A registration statement relating to the remarketed debentures was declared effective by the 
Securities and Exchange Commission, This press release shall not constitute an offer to sell or 
the solicitation of an offer to buy, nor shall there be any sale of these securities in any state or 
jurisdiction in which such offer, solicitation or sale would be unlawful prior to registration or 
qualification under the securities laws of any such state or jurisdiction. 

*"SAILS(SM)" and "Stock Appreciation Income Linked Securities(SM)" are service marks of 
Credit Suisse First Boston LLC. 

About NiSource 

NiSource Inc. (NYSE: NI), based in Merrillville, Ind., is a Fortune 500 holding company engaged 
in natural gas transmission, storage and distribution, as well as electric generation, transmission 
and distribution. NiSource operating companies deliver energy to 3.7 million customers located 
within the high-demand energy corridor stretching from the Gulf Coast through the Midwest to 
New England. Information about NiSource and its subsidiaries is available via the Internet at 
www.nisource.com. 

Forward-Looking Statements 

This release includes forward-looking statements within the meaning of Section 27A o f  
the Securities Act  of 1933, as amended, and Section 21E of the Securities Exchange Ac t  
o f  1934, as amended. Those statements include statements regarding the intent, belief or 
current expectations of NiSource Inc. and its management. Although NiSource believes 
that its expectations are based on reasonable assumptions, i t can give no assurance that i t s  

http://www.nisource.com


goals will be achieved. Investors are cautioned that the forward-looking statements in this 
presentation are not guarantees of future performance and involve a number of risks and 
uncertainties, and that actual results could differ materially from those indicated by such 
forward-looking statements. Important factors that could cause actual results to differ 
materially from those indicated by such forward-looking statements include, but are not 
limited to, the following: weather, fluctuations in supply and demand for energy 
commodities, growth opportunities for NiSource’s businesses, increased competition in 
deregulated energy markets, dealings with third parties over whom NiSource has no 
control, the regulatory process, regulatory and legislative changes, changes in general 
economic, capital and commodity market conditions, and counter-party credit risk. 
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i Attorney General Data Request Set 1 
Question No. 97 

Columbia Gas of Kentucky Respondent: P.R. Moul 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL I O ,  2007 

Question No. 97 

The questions in this section refer to the testimony of Paul R. Moul: 

With reference to page 42, lines 10-19, Attachment PRM-8, and Appendices H 
and G, please provide (1) copies of the current Blue Chip Financial Forecasts, and (2) all 
data, work papers, and source documents used in computing the yield spread of 1 .O%. 
Please provide the data in hard copy and electronic formats (Microsoft Excel), with all 
data and equations left intact. 

Response of Columbia Gas of Kentucky: 

(1) A copy of the October 1, 2006 Blue Chip Financial Forecast is attached. 

(2) The spread in the yield between A-rated public utility bonds and Treasury bonds 
is provided on pages 3,4, and 5 of Attachment PRM-11. An electronic copy of 
page 5 is attached. 
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Columbia Gas of Kentucky Respondent: P.R. Moul 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL I O ,  2007 

Question No. 98 

The questions in this section refer to the testimony of Paul R. Moul: 

With reference to page 48, lines 4-21, Attachment PRM-13, and Appendix I, 
please provide (a) documentation on the methodology used by Value Line in calculating 
betas, (b) the data used to make the beta adjustments, and (3) all empirical studies that 
support the use of leverage-adjusted betas such as proposed by Mr. Moul. Please 
provide the data in hard copy and electronic formats (Microsoft Excel), with all data and 
equations left intact. In addition, please indicate the source of the data. 

Response of Columbia Gas of Kentucky: 

(a) Value Line describes its procedure to calculate its betas as follows: 

Befa-a relative measure of the historical sensitivity of the stock's price to 
overall fluctuations in the New York Stock Exchange Composite Index. A 
Beta of 1.50 indicates a stock tends to rise (or fall) 50% more than the 
New York Stock Exchange Composite Index. The "Beta coefficient" is 
derived from a regression analysis of the relationship between weekly 
percentage changes in the price of a stock and weekly percentage 
changes in the NYSE Index over a period of five years. In the case of 
shorter price histories, a smaller time period is used, but two years is the 
minimum. The Betas are adjusted for their long-term tendency to 
converge toward 1 .OO. 

From Mr. Moul's experience, the adjustment procedure apparently 
includes approximately two-thirds weight assigned to the calculated beta 
and one-third weight assigned to the market beta of 1.0. 

(b) Please refer to the schedule that is attached to the response to AG 95 

(3) Please refer to the article by Robert S. Hamada that is attached. 



The Effect of the Finn's Capital Structure on the Systematic Risk of 
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Robert S. Hamada 
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Meeting of the American Finance Association, New Orleans, Louisiana, December 
27-29,1971. (May, 1972), pp. 435-452. 

Stable URL: 
http://linkr.jstor.org/sici?sici=OOZZ- 1082%28 197205%2927%3A2%3C435%3A"EOTFC%3EZ.O.CO%3BZ-3 

me Journal of Finance is currently published by American Finance Association. 

Your use of the JSTOR archive indicates your acceptance of JSTOR's Terms and Conditions of Use, available at 
http://www.jstor.org/ahout/terms.html. JSTOR's Terms and Conditions of Use provides, in part, that unless you 
have obtained prior permission, yon may not download an entire issue of a jonmal or multiple copies of articles, and 
you may use content in the JSTOR archive only for your personal, non-commercial use. 

Please contact the publisher regarding any further use of this work. Publisher contact information may be obtained at 
http://www.jstor.org/joumals/~na.html. 

Each copy of any part of a JSTOR transmission must contain the same copyright notice that appears on the screen or 
printed page of such transmission. 

JSTOR is an independent not-for-profit organization dedicated to creating and preserving a digitat archivc of 
scholarly journals. For more information regarding JSTOR, pleare contact snpport@jstor.org. 

http://www.jstor.org/ 
Tue Mar 7 2223:36 2006 

http://linkr.jstor.org/sici?sici=OOZZ
http://www.jstor.org/ahout/terms.html
mailto:snpport@jstor.org
http://www.jstor.org


THE EFFECT OF THE FIRM’S CAPITAL STRUCTURE ON 
THE SYSTEMATIC RISK OF COMMON STOCKS 

ROBERT S. HAMADA* 

I. INTRODUCTION 
ONLY RECENTLY has there been an interest in relating the issues historically 
associated with Corporation finance to those historically associated with invest- 
ment and portfolio analyses. In fact, rigorous theoretical attempts in this 
direction were made only since the capital asset pricing model of Sharpe [ 131, 
Lintner [6], and Mossin [ll], itself an extension of the Markowitz [7] 
portfolio theory. This study is one of the first empirical works consciously 
attempting to show and test the relationships between the two fields. In  addi- 
tion, differences in the observed systematic or nondiversifiable risk of common 
stocks, 6, have never really been analyzed before by investigating some of the 
underlying differences in the firms. 
In the capital asset pricing model, it was demonstrated that the efficient set 

of portfolios to any individual investor will always he some combination of lend- 
ing at the risk-free rate and the “market portfolio,” or borrowing at the risk- 
free rate and the “market portfolio.” At the same time, the Modigliani and 
Miller (MM) propositions [9, 101 on the effect of corporate leverage are well 
known to the students of corporation finance. In  order for their propositions 
to hold, personal leverage is required to be a perfect substitute for corporate 
leverage. If this is true, then corporate borrowing could substitute for personal 
borrowing in the capital asset pricing model as well. 

Both in the pricing model and the MM theory, borrowing, from whatever 
source, while maintaining a fixed amount of equity, increases the risk to the 
investor. Therefore, in the mean-standard deviation version of the capital 
asset pricing model, the covariance of the asset’s rate of return with the market 
portfolio’s rate of return (which measures the nondiversifiable risk of the 
asset-the proxy 6 will be used to measure Wi) should be greater for the stock 
of a firm with a higher debt-equity ratio than for the stock of another firm in 
the same risk-class with a lower debt-equity ratio.‘ 

This study, then, has a number of purposes. First, we shall attempt to link 
empirically corporation finance issues with portfolio and security analyses 
through the effect of a firm’s leverage on the systematic risk of its common 

* Graduate School of Businis, University of Chicago, currently visiting at the Graduate School 
of Businis Administration, University of Wadington. The research assistance of Christine Thomas 
and Leon Tsao is gratefully acknowledged. This paper has benefited from the comments made at the 
Finance Workshop at the University of Chicago, and especially those made by Eugene Fama. Re- 
maining errors are due solely to the author. 

1. This very qui& summary of the theoretical relationship between what is known 89 corporation 
linance and the modem investment and portfolio analyses centered around the capital asset pricing 
model is more thoroughly presented in 151, along with the necwvy mumptions required for this 
relationship. 
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stock. Then, we shall attempt to test the MM theory, or at least provide an- 
other piece of evidence on this long-standing controversial issue. This test will 
not rely on an explicit valuation model, such as the MM study of the electric 
utility industry [8] and the Brown study of the railroad industry [Z].  A 
procedure using systematic risk measures (I3 s) has been worked out in this 
paper for this purpose. 

If the MM theory is validated by this procedure, then the final purpose of 
this study is to demonstrate a method for estimating the cost of capital of indi- 
vidual firms to be used by them for scale-changing or nondiversifying invest- 
ment projects. The primary component of any firm’s cost of capital is the 
capitalization rate for the firm if the firm had no debt and preferred stock in 
its capital structure. Since most firms do have fixed commitment obligations, 
this capitalization rate (we shall call it E(%); MM denote it pz) is unobserv- 
able. But if the MM theory and the capital asset pricing model are correct, 
then it is possible to estimate E(RA) from the systematic risk approach for 
individual firms, even if these firms are members of a one-firm risk-class? 

With this statement of the purposes for this study, we shall, in Section 11, 
discuss the alternative general procedures that are possible for estimating the 
effect of leverage on systematic risk and select the most feasible ones. The results 
are presented in Section 111. And finally, tests of the MM versus the traditional 
theories of corporation finance are presented in Section IV. 

SELECTED ESTIMATING RELATIONSHIPS 
There are at least four general procedures that can be used to estimate 

the effect of the firm’s capital structure on the systematic risk of common 
stocks. The first is the MM valuation model approach. By estimating pT with 
an explicit valuation model as they have for the electric utility industry, it is 
possible to relate this p’ with the use of the capital asset pricing model to a 
nonleveraged systematic risk measure, Then the difference between the 
observed common stock’s systematic risk (which we shall denote and AP 
would be due solely to leverage. But the difficulties of this approach for all 
firms are many. 

The MM valuation model approach requires the specification, in advance, of 
riskclasses. All firms in a risk-class are then assumed to have the same p7-the 
capitalization rate for an all-common equity firm. Unfortunately, there must 
be enough firms in a risk-class so that a cross-section analysis will yield 
statistically significant coefficients. There may not be many more risk-classes 
(with enough observations) now that the electric utility and railroad industries 
have been studied. In addition, the MM approach requires estimating expected 
asset earnings and estimating the capitalized growth potential implicit in stock 
prices. If it is possible to consider growth and expected earnings without having 

2. It is, in fact, this last purpose of making applicable and practical some of the implications of 
the capital asset pricing model for corporation finance issues that provided the initial motivation for 
this paper. In this context, if one is familiar with the fair rate of return literature for regulated 
utilities, for example, an industry where debt 36 so prevalent, adjusting correctly for leverage 36 not 
frequently done and can be very aiticaI. 

11. SOME POSSIBLE PROCEDURES AND TRE 
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to specify their exact magnitude at a specific point in time, considerable dif- 
ficulty and possible measurement errors will be avoided. 

The second approach is to run a regression between the observed systematic 
risk of a stock and a number of accounting and leverage variables in an attempt 
to explain this observed systematic risk. Unfortunately, without a theory, we 
do not know which variables to include and which variables to exclude and 
whether the relationship is linear, multiplicative, exponential, curvilinear, etc. 
Therefore, this method will also not be used. 

A third approach is to measure the systematic risk before and after a new 
debt issue. The difference can then be attributed to the debt issue directly. An 
attractive feature of this procedure is that a good estimate of the market value 
of the incremental debt issue can be obtained. A number of disadvantages, un- 
fortunately, are associated with this direct approach. The difference in the 
systematic risk may be due not only to the additional debt, but also to the 
reason the debt was issued. It may be used to finance a new investment project, 
in which case the project’s characteristics will also be reflected in the new 
systematic risk measure. In  addition, the new debt issue may have been 
anticipated by the market if the firm bad some long-run target leverage ratio 
which this issue will help maintain; conversely, the market may not fully 
consider the new debt issue if it  believes the increase in leverage is only 
temporary. For these reasons, this seemingly attractive procedure will not be 
employed. 

The last approach, which will be used in this study, is to assume the validity 
of the MM theory from the outset. Then the observed rate of return of a stock 
can be adjusted to what it wodd have bee% over the same time period had the 
firm no debt and preferred stock in its capital structure. The difference between 
the observed systematic risk, and the systematic risk for this adjusted rate 
of return time series, can be attributed to leverage, if the MM theory is 
correct. The final step, then, is to test the MM theory. 

To discuss this more specifically, consider the following relationship for the 
dollar return to the common shareholder from period t - 1 to t: 

(1) 

where X, represents earnings before taxes, interest, and preferred dividends 
and is assumed to be unaffected by fixed commitment obligations; It represents 
interest and other fixed charges paid during the period; z is the corporation 
income tax rate; pt is the preferred dividends paid; AGt represents the change 
in capitalized growth over the period; and dt and cgt are common shareholder 
dividends and capital gains during the period, respectively. 

Equation (1) relates the corporation finance types of variables with the 
market holding period return important to the investors. The first term on the 
left-hand-side of (1) is profits after taxes and after interest which is the 
earnings the common and preferred shareholders receive on their investment 
for the period. Subtracting out pt leaves us with the earnings the common 
shareholder would receive from currently-held assets. 

To this must be added any change in capitalized growth since we are trying 
to explain the common shareholder’s market holding period dollar return. AG, 

(X --X)t(l- T) t  - pt -t- AGt dt + cgt 
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must be added for growth firms to the current period's profits from existing 
assets since capitalized growth opportunities of the firm-future earnings from 
new assets over and above the firm's cost of capital which are already reflected 
in the stock price at (t - 1)-should change over the period and would accrue 
to the common shareholder. Assuming shareholders at the start of the period 
estimated these growth opportunities on average correctly, the expected value 
of AGt would not be zero, but should be positive. For example, consider growth 
opportunities five years from now which yield more than the going rate of 
return and are reflected in today's stock price. These growth opportunities will 
become one year closer to fruition at time t than at time t - 1 so that their 
present value would become larger. AG, then represents this increase in the 
present value of these future opportunities simply because it is now four years 
away rather than five! 

Since the systematic risk of a common stock is: 

where RBt is the common shareholder's rate of return and RM, is the rate of 
return on the market portfolio, then substitution of (1) into (2) yields: 

(X -1) (1 -T)t  - pt + AGt 
eov [ 2 R M ~  

%-I 

oe(RMt) 
( 2 4  

1 
BB = 

where SBG1 denotes the market value of the common stock at the beginning 
of the period. 

The systematic risk for the same firm over the same period if there were no 
debt and preferred stock in its capital structure is: 

~OV(RA~,  Rx,) 
~'(RM,)  

A B  = 

where Rat and SAt-l represent the rate of return and the market value, respec- 
tively, to the common shareholder if the firm had no debt and preferred stock. 
From (3), we can obtain: 

WV - T)t + AGt, h t l  
02(Rx,) 

AB SA,-^ =L: (3a) 

3. Continual awareness of the dif6cuIties of estimating capitalized growth, or changes in growth, 
espedally in conjunction with leverage Consideration, for purposes such as valuation or cost of 
capital is a characteristic common to students of corporation ttnance. This is the reason for the 
emphasis on growth in this paper and for presenting a method to neutralize for differences in growth 
when comparing rates of return. 
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Next, by expanding and rearranging (Za), we have: 
cov [I(1 - T ) t ,  RM,] COY ( P o  RMJ - - COV [X( 1 - t)t  f AG, RM~]  

nPSnt-l =I 

~~‘ (RMJ 02(Rmt) 02(RMt) 
(2b) 

If we assume as an empirical approximation that interest and preferred 
dividends have negligible covariance with the market, at least relative to the 
(pure equity) common stock’s covariance, then substitution of the LHS of 
(sa) into the RHS of (2b) yields:“ 

nBSnt-l = A P S A ~ - ~  (4) 
or 

Because SA,,, the market value of common stock if the firm had no debt 
and preferred stock, is not observable since most firms do have debt and/or 
preferred stock, a theory is required in order to measure what this quantity 
would have been at t - 1. The MM theory [lo] will be employed for this 
purpose, that is: 

=L (V - tD)t-x. ( 5 )  
Equation ( 5 )  indicates that if the Federal government tax subsidy for debt 

financing, tD, where D is the market value of debt, is subtracted from the 
observed market value of the firm, Vt-* (where Vt-> is the sum of Sn, D and 
the observed market value of preferred), then the market value of an un- 
leveraged firm is obtained. Underlying ( 5 )  is the assumption that the firm is 
near its target leverage ratio so that no more or no less debt subsidy is capital- 
ized already into the observed stock price. The conditions under which this 
MM relationship hold are discussed carefully in [4]. 

It is at this point that problems in obtaining satisfactory estimates of Ap 
develop, since (4) theoretically holds only for the next period. As a practical 
matter, the accepted, and seemingly acceptable, method of obtaining estimates 
of a stock’s systematic risk, BP, is to run a least squares regression between a 
stock’s and market portfolio’s historical rates of return. Using past data for BP, 
it is not clear which eeeriod’s ratio of market values to apply in (4a) to estimate 
the firm’s systematic risk, AB. There would be no problem if the market value 
ratios of debt to equity and preferred stock to equity remained relatively stable 
over the past for each firm, but a cursory look at these data reveals that this is 
not true for the large majority of firms in our sample. Should we use the market 
value ratio required in (4a) that was observed at the start of our regression 
period, at the end of our regression period, or some kind of average over the 
period? In addition, since these different observed ratios will give us different 
estimates for it is not clear, without some criterion, how we should select 
from among the various estimates. 

4. This general method of arriving at (4) was suggested by the comments of Willlam Sharpe, one 
of the discussants of this paper at the annual meeting. A much more cumbelsome and less general 
derivation of (4) was in the earlier version. 
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It is for this purposeto obtain a standard-tbat a more cumbersome and 
more data demanding approach to obtain estimates of Ap is suggested. Gven the 
large fluctuations in market leverage ratios, intuitively it would appear that the 
firm’s risk is more stable than the common stock’s risk. In that event, a 
leverage-free rate of return time series for each firm should be derived and the 
market model applied to this time series directly. In this manner, the beta 
coefficient would give us a direct estimate of which can then be used as a 
criterion to determine if any of the market value ratios discussed above can be 
applied to (4a) successfully. 

For this purpose, the “would-have-been’’ rate of return for the common 
stock if the firm had no debt and preferred is: 

( 6 )  
Xt(1 -tZ)b+bGt Rat = 

Sat-, 
The numerator of (6) can be rearranged to be: 

Xt(1-t)t+AG t- - [(X - I)t(l- t ) t  -pt + AGtl + pt + It(1- T)t. 

Substituting (1) : 

Therefore, (6) can be written as: 
Xt(1- t)t + AGt =: [dt +Cgt] + Pt+ It(1 - Z)tt 

Since SA+l is unobservable for the firms with leverage, the MM theory, 
equation (S), will be employed; then: 

The observed rate of return on the common stock is, of course: 

(9 )  
(X- I) t ( l -  5)t- pt+ AGt - dt + cgt R B ~ =  - 

SBt-i %--I 

Equation (8) is the rate of return to the common shareholder of the same 
firm and over the same period of time as (9). However, in (8) there are the 
underlying assumptions that the firm never had any debt and preferred stock 
and that the MM theory is correct; (9) incorporates the exact amount of debt 
and preferred stock that the firm actually did have over this time period and 
no leverage assumption is being made. Both (8) and (9) are now in forms 
where they can be measured with available data. One can note that it is un- 
necessary to estimate the change in growth, or earnings from current assets, 
since these should be captured in the market holding period return, d,’+ cg,. 

Using CRSP data for (9) and both CRSP and Compustat data for the com- 
ponents of (8), a time series of yearly RAt and RBt for t = 1948-1967 were 
derived for 304 different firms. These 304 firms represent an exhaustive sample 
of the firms with complete data on both tapes for all the years. 
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A number of “market model” [l, 121 variants were then applied to these 
data. For each of the 304 firms, the following regressions were run: 

%it =) A% f $1 Rxt f a4t (loa) 
b i t  = B ~ I  + BPI R w t  + B 4 t  (lob) 

h(1 + &it) =A& A & ! h ( l  + RM,) -k Aoclt (W 
h(1 f b i t )  = Boa1 + BO& h(i + Rx,) + Ba% ( loa 

i = 1, 2, . . . , 304 
t = 1948-1967 

where RMt is the observed NYSE arithmetic stock market rate of return with 
dividends reinvested, a, and PI are constants for each firm-regression, and the 
usual conditions are assumed for the properties of the disturbance terms, 4%. 
Equations (1Oc) and (loa) are the continuously-compounded rate of return 
versions of (loa) and (lob), respectively.‘ 

111. THE RESULTS 
An abbreviated table of the regression results for each of the four variants, 

equations (loa)-(lod), sumntarited across the 304 firms is shown in Table 1. 
The first column designated “mean” is the average of the statistic (indicated 

by the rows) over all 304 firms. Therefore, the mean A& of 0.0221 is the inter- 
cept term of equation (loa) averaged over 304 different firm-regressions. The 
second and third columns give the deviation measures indicated, of the 304 
point estimates of, say, A& The mean standard error of estimate in the last 
column is the average over 304 firms of the individual standard errors of 
estimate. 

The major conclusion drawn from Table 1 is the‘ following mean P com- 
parisons: 

,$ >. r$,i.e.,0.9190 > 0.7030 
llcf3 > ,&>Le., 0.9183 > 0.7263. 

The directional results of these betas, assuming the validity of the MM 
theory, are not imperceptible and clearly are not negligible differences from the 
investor’s point of view. This is obtained in spite of all the measurement and 
data problems associated with estimating a time series of the RHS of (8) for 

n L 

5. Because the Rxt used in equations (10) is defined as the observed stock market return, and 
since adjusting for capital structure is the major purpose of this exerdse, it was decided that the 
same four regressions should be replicated on a leverage-adjusted stock market rate of return. The 
major reason for this additional adjustment k the belief that the ratea of return over time and their 
relationship with the market are more stahle when we can abstract from all changes in leverage and 
get at the underlying risk of all firm. 

For the 221 firms (out of the total 304) whose liscal years coincide with the calendar year, aver- 
age values for the componenfa of the RHS of (8) were obtained for each year so that RMt could he 
adjusted in the same way as for the individual firms-a yearly time series of stock market rates of 
return, if all the firms on the NYSE had no debt and no preferred in their capital structure, was 
derived. The results, when using this adjusted market portfolio rate of return time series, were not 
very different from the renrlts of equations (lo), and so wlll not he reported here sepaately. 
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TABLE 1 

SUMMARY RESULTS OVER 304 FIRMS OF EQUATIONS (lOa)-(lOd) 

Mean Standard 
Mean Absolute Standard Error of 

Mean Deviation* Deviation Estimate 

0.0221 0.0431 0.0537 0.0558 
0.2130 

Ad ‘ 8  0.7030 0.2660 0.3485 
0.1896 a’* 

A@ 0.3799 0.1577 
Ak 0.0314 

0.0187 0.0571 0.0714 0.0720 
0.9190 0.3550 0.4478 0.2746 
0.3864 0.1578 0.1905 
0.0281 

AOb 0.0058 0.0427 0.0535 0.0461 
AOP 0.7263 0.2700 0.3442 0.2081 

AC$ 0.0268 
no& -0.0052 0.0580 0.0729 0.0574 
BOP 0.9183 0.3426 0.4216 0.2591 
no@ 0.4012 0.1602 0.1922 
BCk 0.0262 

B 8  
BP 
BR.2 
n8 

AOk‘ 0.3933 0.1586 0.1909 

N - 
IX, - XI 

iP.1 * Defined as: ,where N = 304. j3 first order serial correlation coefficient. 
N 

each firm. One of the reasons for the “traditional” theory position on leverage 
is precisely this point-that small and reasonable amounts of leverage cannot 
be discerned by the market. In fact, if the MM theory is correct, leverage has 
explained as much as, roughly, 2 1 to 24 per cent of the value of the mean b. 

We can also note that if the covariance between the asset and market rates of 
return, as well as the market variance, was constant over time, then the system- 
atic risk from the market model is related to the expected rate of return by 
the capital asset pricing model. That is: 

WRAJ = R q  + AS[E(RXJ - Rpt1 ( 1 la) 

E(RB,) = Rv, + ab[E(RuJ - RptI W b )  
Equation ( l la )  indicates the relationship between the expected rate of return 
for the common stock shareholder of a debt-free and preferred-free firm, to 
the systematic risk, as obtained in regressions (loa) or (1Oc). The LHS of 
( I la)  is the important p? for the MM cost of capital. The MM theory [9, lo] 
also predicts that shareholder expected yield must be higher (for the same real 
firm) when the firm has debt than when it does not. Financial risk is greater, 
therefore, shareholders require more expected return. Thus, E(%,) must be 
greater than E(RAt). In order for this MM prediction to be true, from ( l la )  
and ( l lb )  it can be observed that Bf, must be greater than which is what we 
obtained. 

Using the results underlying Table 1, namely the firm and stock betas, BS the 
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criterion for selecting among the possible observed market value ratios that can 
be used, if any, for (4), the following cross-section regressions were run: 

Because the preferred stock market values were not as reliable as debt, only 
the 102 firms (out of 304) that did not have preferred in any of the years were 
used. The test for the adequacy of this alternative approach, equation (4), to 
adjust the systematic risk of common stocks for the underlying firm’s capital 
structure, is whether the intercept term, a, is equal to zero, and the slope co- 
efficient, b, is equal to one in the above regressions (as well as, of course, a high 
Ra)--these requirements are implied by (4). The results of this test would 
also indicate whether future “market model” studies that only use common 
stock rates of return without adjusting, or even noting, for the firm’s debt- 
equity ratio will be adequate. The total firm’s systematic risk may be stable 
(as long as the firm stays in the same risk-class) , whereas the common stock’s 
systematic risk may not be stable merely because of unanticipated capital 
structure changes-the data underlying Table 3 indicate that there were very 
few firms which did not have major changes in their capital structure over the 
twenty years studied. 

The results of these regressions, when using the average SA and average S, 
over the twenty years for each firm, are shown in the first column panel of 
Table 2. These regressions were then replicated twice, first using the December 
31,1947 values of SA, and S,, instead of the twenty-year average for each firm, 
and then substituting the December 31, 1966 values of SA1 and for the 1947 
values. These results are in the second and third panels of Table 2.8 

From the first panel of Table 2, it appears that this alternative approach 
via (4a) for adjusting the systematic risk for the firm’s leverage is quite 

6. The point sbould be made that we axe not merely regresing a variable on itself in (12) and 
(13). (12a) and (1%) can be interpreted as correlating the ,PI obtained from (lob) and (loa)-the 
LHS variable in (12a) and (lZb)--against the obtained from rearranging (4)-the RHS variable 
in (12a) and (12h)-to determine whether the use of (4) is as good a means of obtaining as 
Lhe direct way via the equations (10). We would be regrWing a variable on itself only if the A$, 
were calculated using (4a), and then the A$l thus obtained, inserted into (Ua) and (12b). 

Instead, we are obtaining A$l using the MM model in each of the twenty yeam so that a leverage- 
adjusted 20 year t h e  series of Ra, is derived. Of course, if there were no data nor measurement 
problems, and if the debt-to-equity ratio were perfectly stable over ulis twenty year period for each 
firm, then we sbould obtain perfect correlation in (IZa) and (IZh), with a = 0 and h =: 1, as (4) 
would be an identity. 
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satisfactory (at least with respect to our sample of firms and years) only if 
long-run averages of SA and S, are used. The second and third panels indicate 
that the equations (8) and (IO) procedure is markedly superior when only 
one year’s market value ratio is used as the adjustment factor. The annual 
debt-to-equity ratio is much too unstable for this latter procedure. 

Thus, when forecasting systematic risk is the primary objective-for example, 
for portfolio decisions or for estimating the firm’s cost of capital to apply to 
prospective projects-a long-run forecasted leverage adjustment is required. 
Assuming the firm’s risk is more stable than the common stock’s risk: and 
if there is some reason to believe that a better forecast of the firm’s future 
leverage can be obtained than using simply a past year’s (or an average of 
past years’) leverage, it should he possible to improve the usual extrapolation 
forecast of a stock’s systematic risk by forecasting the total firm’s systematic 
risk first, and then using the independent leverage estimate as an adjustment. 

Iv. TESTS OF THE MM VS. TBADITIONAL THEORIES OF CORPORATION FINANCE 
To determine if the difference, BB - AB, found in this study is indeed the 

correct effect of leverage, some confirmation of the MM theory (since it was 
assumed to be correct up to this point) from the systematic risk approach is 
needed. Since a direct test by this approach seems impossible, an indirect, 
inferential test is suggested. 

The MM theory [9 ,  101 predicts that for firms in the same risk-class, 
the capitalization rate if all the firms were financed with only common equity, 
E(RA), would be the same-regardless of the actual amount of debt and 
preferred each individual firm had. This would imply, from (Ila),  that if 
E(RJ must he the same for all firms in a risk-class, so must And if these 
firms had different ratios of fixed commitment obligations to common equity, 
this difference in financial risk would cause their observed &s to be different. 

The major competing theory of corporation finance is what is now known 
as the %aditional theory,” which has contrary implications. This theory 
predicts that the capitalization rate for common equity, E(RB), (sometimes 
called the required or expected stock yield, or expected earnings-price ratio) 
is constant, as debt is increased, up to some critical leverage point (this point 
being a function of gambler’s ruin and bankruptcy costs)? The clear implica- 
tion of this constant, horizontal, equity yield (or their initial downward 
sloping cost of capital curve) is that changes in market or covariability risk 
are assumed not to be discernible to the shareholders as debt is increased. 
Then the traditional theory is saying that the B B ~ ,  a measure of this covari- 
ability risk, would he the same for all firms in a given risk-class irregardiess 
of differences in leverage, as long as the critical leverage point is not reached. 

Since there will always be unavoidable errors in estimating the Ps of indi- 

7. A faint, but possible, empirical indication of this point may be obtained from Table 1. The 
ratio of the mean point estimate to the mean standard error of estimate iF, less for the firm B than 
for the stock 8 in both the discmte and continuously compounded cases. 

8. This interpretation of the traditional theory can be found in 19, especially their figure 2, page 
275, and their eqnation (13) and footnote 24 where reference is ma& to Durand and Graham and 
Doddl. 
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vidual firms and in specifying a risk-class, we would not expect to find a set 
of firms with identical systematic risk. But by specifying reasonable a priori 
risk-classes, if the individual firms had closer or less scattered Af3s than Bfk, 
then this would support the MM theory and contradict the traditional theory. 
If, instead, the Bps were not discernibly more diverse than the ABs, and the 
leverage ratio differed considerably among firms, then this would indicate 
support for the traditional theory.$ 

In  order to test this implication, risk-classes must be first specified, The 
SEC two-digit industry classification was used for this purpose. Requiring 
enough firms for statistical reasons in any given industry, nine risk-classes 
were specified that bad at least 13 firms; these nine classes are listed in Table 
3 with their various leverage ratios.'O It is clear from this table that our first 
requirement is met-that there is a considerable range of leverage ratios 
among firms in a risk-class and also over the twenty-year period. 

Three tests will be performed to distinguish between the MM and traditional 
theories. The first is simply to calculate the standard deviation of the un- 
biased fJ estimates in a risk-class. The second is a chi-square test of the dis- 
tribution of Ps in an industry compared to the distribution of the $'s in the 
total sample. Finally, an analysis of variance test on the estimated variance 
of the B's between industries, as opposed to within industries, is performed. 
In all tests, only the point estimate of p (which should be unbiased) for each 
stock and firm is used.'l 

The first test is reported in Table 4. If we compare the standard deviation 
of AofJ with the standard deviation of by industries (or risk-classes), we 
can note that for eight out of the nine classes. The 
probability of obtaining this is only 0.0195, given a 50% probability that 
a(A,& can be larger or smaller than These results indicate that the 
systematic risk of the firms in a given risk-class, if they were all financed 
only with common equity, is much less diverse than their observed stock's 
systematic risk. This supports the MM theory, at least in contrast to the 
traditional theory.'2 

is less than 

9. The traditional theory also implies that E(RA) is equal to E(RB) for all firms. Unfortunately, 
we do not bave a functional relationship between these traditional theory capitalieation rates and the 
measured fls of this study. Clearly, since the were obtained assuming the validity of the MM 
theory, they would not be applicable for the traditional theory. In fact, no relationship between 
the and BB for a given firm, or for fim in a given risk-class, can be specified as war; done for the 
capitalization rates. 

10. The tenth largest industry bad only eigbht firms. For our purpose of h t i n g  the uniformity of 
firm Bs relative to stock Bs withm a risk-class, the use of the two-digit industry classication as a 
proxy does not seem as Elitid as, for instance, its use for the purpose of performing an MM valua- 
tion model study [SI wherein the p* must be pre-spedfied to be exactly the same for all firms in the 
industry. 

11. Since these BS are estimated in the market model regrdons with error, predse testing should 
incorporate the errom in the B estimation. Unfortunately, to do this is extremely di6icult and more 
importantly, requiw the normality assumption for the market model disturbance term. Since there 
is considerable evidence that is contrary to this required assumption bee 31, our tests will ignore the 
fl measurement error entirely. But ignoring thjs is partially corrected in our h t  and third tests since 
means and variances of these point estimate Bs must be calculated, and this procedure will "average 
out" the individual measurement errors by the factor 1/N. 

12. Of course, there could always be another theory, as yet not formulated, which could be ewn 
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TABLE 4 
MEAN AND STANDARD DEVIATION OF INDUSTRY $‘s 

Industry Number 
Number Industry of Firm?, AB BB A& BOfJ 

20 Food&Kindred 30 Meanfl 0.515 0.815 0.528 0.806 
Products a@) 0.232 0.448 0.227 0.424 

28 Chemicals& 30 Meanfl 0.747 0.928 0.785 0.946 
Allied a@) 0.237 0.391 0.216 0.329 
Products 

29 Petroleum& 18 M e a n s  0.633 0.747 0.656 0.756 
Coal Products 4% 0.144 0.188 0.148 0.176 

33 PrimaryMetals 21 M e a n s  1.036 1.399 1.106 1.436 
a(0) 0.223 0.272 0.197 0.268 

35 Machinery, 28 Means  0.878 1.037 0.917 1.068 
except a@) 0.262 0.240 0.271 0.259 

E1:leetn’mal ... .-. 

36 Electrical 13 Meanfl 0.940 1.234 0.951 1.164 
Machinery a@) 0.320 0.505 0.283 0.363 
and EauiDment . -  

37 Transportation 24 M e a n s  0.860 1.062 0.875 1.048 
Equipment a@) 0.225 0.313 0.225 0.289 

49 Utilities 27 Means 0.160 0.255 0.166 0.254 
a(i3) 0.086 0.133 0.098 0.147 ., . 

53 Department 17 Means  0.652 0.901 0.692 0.923 
Stores, etc. a@) 0.187 0.282 0.198 0.279 

into 
ten equal categories, each with 30 (four miscellaneous firms were taken 
out randomly). By noting the value of the highest and lowest for each of 
the ten categories, a distribution of the number of in each category, by 
risk-class, can be obtained. This was then repeated for the other three betas. 
To test whether the distribution for each of the four @‘s and for each of the 
risk-classes follows the expected uniform distribution, a chi-square test was 
performed.’a 

Even with just casual inspection of these distributions of the betas by 
risk-class, it is clear that two industries, primary metals and utilities, are so 
highly skewed that they greatly exaggerate our results.” Eliminating these 
more strongly supported than the MM theory. If we compare a(.&) to o(,B) by risk-classes in 
Table 4, precisely the same results are obtained 6s those reported above for the continuously-com- 
pounded betas. 

13. By risk-classes, seven of the nine chi-square values of +B are larger than those of ?B, 6s are 
eight out of nine for tbe continuously-compounded betas. TIus would O C N ~  by chance mth prob- 
abilities of 0.0898 and 0.0195, respectively, if there were a 50% chance that either the firm or stock 
chi-square value could be larger. Nevertheless, if we inspect the individual chi-square values by risk- 
dass, we note. that most of them are large so that the probabilities of obtaining these values are 
highly uulikdy. For all four ps, the distributions for most of the risk-classes are nonuniform. 

Our second test, the chi-square test, requires us to rank our 300 

14. Primary metals have extremely large betas; uWitipS have extremely small betas. 
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two industries, and also two miscellaneous firms so that an even 250 firms are 
in the sample, new upper and lower values of the Ps 'were obtained for each 
of the ten class intervals and for each of the four Ps.' 

In  Table 5, the chi-square values are presented; for the total of all risk- 
classes, the probability of obtaining a chi-square value less than 120.63 is 
over 99.95% (for AP), whereas the probability of obtaining a chi-square value 
less than 99.75 is between 99.5% and 99.9% (for &). More sharply contrast- 
ing results are obtained when Acfl is compared to For A&, the probability 
of obtaining less than 128.47 is over 99.95%, whereas for the probability 
of obtaining Iess than 78.65 is onIy 90.0%. By abstracting from financial 
risk, the underlying systematic risk is much less scattered when grouped into 
risk-classes than when leverage is assumed not to affect the systematic risk. 
The null hypothesis that the Ps in a risk-class come from the same distribution 
as all $'s is rejected for LOP, but not for (at the 90% level). Although this, 
in itself, does not tell us how a risk-class differs from the total market, an 
inspection of the distributions of the betas by risk-class underlying Table 5 
does indicate more clustering of the than the BOPS so that the MM theory 
is again favored over the traditional theory. 

The analysis of variance test is our last comparison of the implications of 
the two theories. The ratio of the estimated variance between industries to the 
estimated variance within the industries (the F-statistic) when the seven 

TABLE 5 
CRI-SQUARE RESULTS FOR ALL p"; AND ALL INBUSTDS 

(EXCEPT VTILITBS AND Plcraa~au METALS) 

Industry AB BB A00 BOB 

Food and Chi-square 18.67 11.33 26.00 9.33 

Chemicals Chi-square 9.33 10.67 12.00 7.33 

Petroleum Chi-square 17.56 25.33 18.67 22.00 

Kindred P cxz < )* = 95-9?.5% 70-75% 99.5-99.9% 50-60% 

P {f < 3 = 50-60% 60.70% 7540% 30-40% 

P fr2 < 1 = 95-97.5% 99.5-99.9% 95-97.5% 99-99.5% 
Machinery Chi-square 19.14 12.00 24.86 9.14 

P {r2 < 3 = 97.5-98% 7540% 99.5-99.9% 50-60% 
Electrical Chi-square 13.92 7.77 12.38 9.31 

Machinew P {r2 < 3 = 8090% 4040% 8090% 50-60% 
Transportation Chi-square 15.17 16.83 13.50 6.83 

Eauioment P {r2 < 3 = 9095% 90.95% 80-90% 30~40% __ 
Dep't Stores Chi-square 14.18 3.59 14.18 3.59 

P cxs < 3 = go-go% $-lo% go-go% 5-10% 
Miscellaneous Chi-square 12.67 12.22 6.89 11.11 

P rp < 1 = 80790% go-go% 3040% 10-75% 
Total Chi-Square 120.63 99.75 128.47 78.65 

P ( ~ 2  < 3 = over 99.95% 99.5-99.90% over 99.95% 90.0% 
* Example: PI@ < 18.67) = 95-97.576 for 9 degrees of freedom. 
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industries are considered (again, the two obviously skewed industries, primary 
metals and utilities, were eliminated) is less for BB (F = 3.90) than for dp 
(F=9.99), and less for BCB (F=4.18) than for &3 (F= 10.83). The 
probability of obtaining these F-statistics for dp and is less than 0.001, but 
for and BCB greater than or equal to 0.001. These results are consistent with 
the results obtained from our two previous tests. The MM theory is more 
compatible with the data than the traditional 

V. CONCLUSIONS 
This study attempted to tie together some of the notions associated with 

the field of corporation finance with those associated with security and portfolio 
analyses. Specifically, if the MM corporate tax leverage propositions are 
correct, then approximately 21  to 24% of the observed systematic risk of 
common stocks (when averaged over 304 firms) can be explained merely by 
the added financial risk taken on by the underlying firm with its use of debt 
and preferred stock. Corporate leverage does count considerably. 

To determine whether the MM theory is correct, a number of tests on a 
contrasting implication of the MM and “traditional” theories of corporation 
finance were performed. The data confirmed MM’s position, at least vis-his 
our interpretation of the traditional theory’s position. This should provide 
another piece of evidence on this controversial topic. 

Finally, if the MM theory and the capital asset pricing model are correct, 
and if the adjustments made in equations (8) or (4a) result in accurate 
measures of the systematic risk of a leverage-free firm, the possibility is 
greater, without resorting to a fullblown risk-class study of the type MM did 
for the electric utility industry [SI, of estimating the cost of capital for indi- 
vidual firms. 
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Attorney General Data Request Set 1 
Question No. 99 

Columbia Gas of Kentucky Respondent: P.R. Moul 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL 10,2007 

Question No. 99 

The questions in this section refer to the testimony of Paul R. Moul: 

With reference to page 48, lines 4-21, Attachment PRM-13, and Appendix I, 
please (1) list all regulatory cases (by name, docket number, and filing date) in which Mr. 
Moul has provided rate of return testimony and proposed his CAPM-beta adjustment 
procedure, (2) indicate all cases (by name, docket number, and date), which a 
regulatory commission has adopted Mr. Moul's proposed CAPM-beta adjustment 
procedure in arriving at an overall rate of return, and (3) provide copies of the 'Rate of 
Return' section of the Commission's decisions for all cases in which a regulatory 
commission has adopted the adjustment. 

Response of Columbia Gas of Kentucky: 

( I )  The first testimony that Mr. Moul offered where he compared the financial risk 
of the market capitalization to the book capitalization was Appalachian Power 
Company (Case No. 05-1 278-E-PC-PW-42T). He has proposed this 
adjustment in all subsequent cases where it was warranted. The three most 
recent such cases filed prior to Columbia of Kentucky were Indiana-American 
Water Company (Cause No. 43187), Duquesne Light Company (Docket No. 
EL06-109-000 and ER06-1549-OOO), and Chesapeake Utilities Corporation 
(Case No. 9062). 

(2) and (3) 

Please refer to the attachment to the response to AG 93. In these orders, the 
Pennsylvania Public Utility Commission YPPUC) used the same type of 
leverage adjustment as proposed here. However, the PPUC uses DCF to set 
the cost of equity and does not specifically cite its return in the context of the 
CAPM. 





Attorney General Data Request Set 1 
Question No. 100 

Columbia Gas of Kentucky Respondent: P.R. Moul 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL I O ,  2007 

PSC CASE NO. 2007-00008 

Question No. 100 

The questions in this section refer to the testimony of Paul R. Moul: 

With reference to page 50, lines 7-23, please (1) provide copies of the SBBl 
document that forms the basis for the small capitalization adjustment of 1.02%, (2) 
provide all data, work papers, source document, and calculations used in determining in 
the size adjustment of 1.02%. Please provide the data in hard copy and electronic 
formats (Microsoft Excel), with all data and equations left intact. In addition, please 
indicate the source of the data. 

Response of Columbia Gas of Kentucky: 

1) The requested document is attached. 

2) Please refer to the Excel spreadsheet that is attached. The source of the data is 
each company’s annual reporVSEC Form 10-K, which can be obtained from the 
website of each company. 





Firm Size and Return 

Size of the Deciles 

Table 7-5 reveals that most of the market value of the stocks listed on the NYSWAMEXJNASDAQ 
is represented by the top three deciles. Approximately two-thirds of the value is represented by the 
first decile, which currently consists of 169 stocks. The smallest decile represents just over one 
percent of the market value of the NYSEIAMEXNASDAQ. The data in the second column of Table 
7-5 are averages across all 80 years. Of course, the proportions represented by the various deciles 
vary from year to year. 

In columns three and four are the number of companies and market capitalization. These 
present a snapshot of the structure of the deciles near the end of 2005. 

The lower portion of Table 7-5 shows the largest firm in each decile and its market 
capitalization. 



Table 7-5 
Size-Decile Portfolios of the NYSE/AMEWNASDAQ 
Bounds. Size, and Composition 

from 1926 to 2005 

Historical Average Recent Decile Recent Percentage 
Percentage of Recent Number of Market Capitalirallon of Total 

Deeiie Total Capitalization Companies (in thousands) Capitalization 

1-Largest 63.29% 169 $8,869,801 .I 17 60.92% 
2 13.97% 182 2,025,323,685 13.91% 

3 7.57% 195 1.074.4.18.763 7.38% 

4 4.74% 206 656,297,080 4.51% 
5 3.24% 207 452,329,097 3.11% 

6 2.37% 238 389,595,517 2.68% 
7 1.73% 29s 319,642,175 2.20% 

6 1.28% 352 287,783.718 1.98% 
9 0.99% 693 268,738,291 1.85% 

1O.Smallest 0.81% 1.746 216.334858 1.49% 

Mid-Cap 3-5 15.55% 608 2,183,074,840 14.99% 

LowCap 6-8 5.39% 889 997,021,410 6.85% 
Micro-Cap 9.10 1 .EO% 2.439 485,073,149 3.33% 

Source: Center for Research in Securify Prices. University 01 Chicago. 

Historical average percentage 01 total capilalization shows lile average. over the last 80 years, of the decile market values 
as a percentage 01 the total NYSWAMWNASDAO calcuiated each month. Number 01 companies in deciies. recent market 
capitalization of decilss and recent percentage of lolal capilaiizalion are as Of September 30. 2005. 

Recent Market 
Capitalization 

Decile (in thousands) Company Name 
1 -Largest $367,495.1 44 General Electric Go. 
2 16,016,450 Entergy Corp. 
3 7,187.244 Chesapeake Energy CorP. 
4 3,961,425 8aii Corp. 
5 2,519,280 Celenese Corp. 
6 1.728.888 AGCO Cow. 
7 1,280,965 ESCO Technologies Inc. 

8 872,103 West Pharmaceutical Services lnc. 
9 586.393 General Cabis Corp. 
10-Smallest 264.981 4Kids Entertainment Inc. 

Source: Center for Research in Security Prices, University of Chicago. 

Market capitalization and name of largest company in each deoiie es of 
September 30, 2005. 

I 
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F i n  Size arid Return 

Long-Term Returns in Excess of Risk 

The Capital Asset Pricing Model (CAPIM) does not fully account for the higher returns of small com- 
pany stocks. Table 7-6 shows the returns in excess of risk over the past 80 years for each decile of 
the NYSEIAMEXINASDAQ. 

The CAPM can be expressed as follows: 

k, = r, + (Bs x ERP) 128) 

where, 
k, = the expected return for company s; 
r, = the expected return of the riskless asset; 
p. = the beta of the stock of company s; and, 
ERP = the expected equity risk premium, or the amount by which investors expect 

the future return on equities to exceed that on the riskless asset. 

The amount of a n  asset's systematic risk is rneasured by its beta. A beta greater than 1 indicates 
that the security is riskier than the market, and according to the CAPM equation, investors are com- 
pensated for taking on  this atlditional risk. However, based on historical return data on the 
NYSEIAMEXINASDAQ decile portfolios, the smaller deciles have had returns that are not fully 
explainable by the CAPM. This return in excess of CAPM grows larger as one moves from the largest 
companies in decile 1 to the sniallest in decile 10. The excess return is especially pronounced for 
micro-cap stocks (deciles 9-10). This size related phenomenon has prompted a revision to the CAPM 
thiit includes the addition of a size premiiim. 

The CAPM is used here to calciilate the CAPM return in excess of the riskless rate and to 
compare this estimate to historical performance. According to the C A N ,  the return on a security 
shoiild consist of the riskless rate plus an additional return to compensate for the systematic risk of 
the security. Table 7-6 uses the 80-year arithmetic mean income return component of 20-year gov- 
ernment bonds as the historical riskless rate. (However, it is appropriate to match the maturity, or 
duration, of the riskless asset with the investment horizon.) This CAPM return in excess of the risk- 
less rate is p (beta) multiplied by the rcalized equity risk premium. The realized equity risk premium 
is the return that compensates investors for taking on risk equal to the risk of the market as a whole 
(estimated by the 80-year arithmetic mean return on large company stocks, 12.30 percent, less the 
historical riskless rate, 5.22 percent). The difference between the excess retiirn predicted by the 
CAPM and the realized excess return is the size premium, or return in excess of CAPM. 

This phenomenon can also be viewed graphically, as depicted in the Graph 7-2. The security 
market line is based on the pure CAPM without adjusting for the size premium. Based on the risk (or 
beta) of a security, the expected return should fluctuate along the security market line. However, the 
expected returns for the smaller deciles of the NYSEIAMEXWASDAQ lie above the line, indicating 
that these deciles have had returns in excess of their risk. 

lbbolson Associates 141 



Chapter 7 

Table 7-6 
Sire-Decile Portfolios of the NYSEIAMEWNASDAO: 
Long-Term Returns in Excess of CAPM 
from 1926 to 2005 

Arithmelic Actual Return CAPM Return Sire Premium 
Mean in EXCESS of ln,Excess of (Return in 

Declle Beta' Return Riskless Rate" Riskless Rate'. Excess of CAPM) 

1 -Largest 0.91 11 .29% 6.07% 6.45% -0.37% 
2 1.04 13.22% 8.00% 7.33% 0.67% 
3 1.10 13.84% 8,62% 7.77% 0.85% 
4 1.13 14.31% 9.09% 7.98% 1.10% 
5 1.16 14.91% 9.69% 8.20% 1.49% 
6 1.18 15.33% 10.11% 8.38% 1.73% 
7 1.23 15.6296 10.40% 8.73% i .6 i% 
8 1.28 16.60% 11.38% 9.05% 2.33% 
9 1.34 17.48% 12.28% 9.50% 2.76% 
10-Smallest 1.41 21.59% 16.37% 10.01% 6,36% 

Mid-Cap. 3-5 1.12 14.15% 8.94% 7.91% 1.02% 

Micro-Cap. 9-10 1.36 18.77% 13.55% 9.61% 3.95% 

LowCap. 6-8 1.22 15.66% 10.44% 8.63% 1.8190 

'Betas are estimated from monthly returns in excess of lhe 30-day U.S. Treasury bill total return. 
January 1926-December 2005. 

*'Historical riskless rate measured by the 80-year arithmetic mean income return component of 20-yea1 
government bonds 15.22). 

Graph 7-2 
Security Market Line Versus Size-Decile Portfolios of the NYSEIAMEXINASDAO: 
from 1926 lo 2005 

1 25 

i I I I I I I 1 
0.0 0.2 0.4 0.6 0.8 1 .o 1.2 1.4 1.6 

Beta 

Source: Ccnrer for Rtrcarch in Security Prices, University of Chicago (decile dara). 
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Attorney General Data Request Set I 
Question No. 101 

Columbia Gas of Kentucky Respondent: P.R. Moul 

BEFORE THE PUBLlC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL 10,2007 

PSC CASE NO. 2007-00008 

Question No. 101 

The questions in this section refer to the testimony of Paul R. Moul: 

With reference to page 54 lines 1-15, Attachment PRM-12, and Appendix J, 
please (1) list the filters that are applied using the Value Line Investment Analyzer in 
applying the CE approach, and (2) identify all data items from the Value Line Investment 
Analyzer that are employed in the CE study. 

Response of Columbia Gas of Kentucky: 

1. The filters are listed in the title to page 1 of Attachment PRM-14. They are: 
Timeliness of 3, 4, & 5; Safety Rank of 1, 2 & 3; Financial Strength of B+, B++, & 
A Price Stability of 55 to 100; Betas of .70 to 1.20; and Technical Rank of 2 & 3. 

2. Each of the filters is listed in the column headings on page 1 of Attachment PRM- 
14. They are: Timeliness Rank, Safety Rank, Financial Strength, Price Stability, 
Beta, and Technical Rank. 



, 

i 
! 

i 

I 
! 

i 

i 



Attorney General Data Request Set 1 
Question No. 102 

Columbia Gas of Kentucky Respondent: P.R. Moul 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL I O ,  2007 

Question No. 102 

The questions in this section refer to the testimony of Paul R. Moul: 

With reference to Attachment PRM-6, please provide all details (Issue date, debt 
amounts, underwriter, underwriting spread, SEC filings, etc.) associated with all actual 
and pro forma financings used in determining the Company's long-term debt cost rate. 

Response of Columbia Gas of Kentucky: 

None are separately stated. The stated interest rate on installment promissory notes 
payable to affiliates includes those costs. 
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Attorney General Data Request Set 1 
Question No. 103 

Columbia Gas of Kentucky Respondent: P.R. Moul 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL 10.2007 

PSC CASE NO. 2007-00008 

Question No. 103 

The questions in this section refer to the testimony of Paul R. Mout 

With reference to Attachment PRM-12, please provide the methodology used to 
construct the S&P Composite and Utility Indexes, including the following: (I) the weights 
applied to the stock prices of each company in arriving at the index values, (2) how 
adjustments are made to the Index when companies are added to or deleted from the 
Index, (3) how adjustments are made to the Index in the event of stock splits and stock 
dividends, and (4) the number of companies in the Index each year. 

Response of Columbia Gas of Kentucky: 

(1 1 7  (2) and (3) 

A description of the methodology used by Standard & Poor’s in the construction 
of its indices is provided in the publication that is attached. 

(4) 

The current constituents of the index are shown on the Excel spreadsheet that is 
attached. 



STANDARD 
&POOR’S 

September 28,2004 

David M Blitzer, Ph.D. 
Managing Director & 
Chairman of the Index 
Committee 
(212) 438-3907 
david-bliize@ 
standardandpoors.coin 

Michele Ruotolo, 
Director, US. Indices 

Dave Gnarino, Director, 
Media Relations 
(212) 438-1471 
dave_guarino@ 
standardandpoors.conz 

S&P U.S. Indices Methodology 
Standard & Poor’s U.S. indices are designed to reflect the U.S. equity markets and, 
through the markets, the US.  economy. The S&P 500 focuses on the large-cap 
sector of the market; however, since it includes a significant portion of the total 
value ofthe market, it also represents the market. The indices should be fair, 
meaning that an investor who buys all the stocks in an index with the index weights 
can achieve the same performance that Standard & Poor’s calculates. 

For the methodology on float adjustment, please see “Float Adjustment” at 
litt~://www,indices.slandardandpoors.com/ . 

Addition and Deletion Criteria 

Index Construction and Methodology 

Index Governance and Maintenance 

Total Return Index 

Base Dates and History 

Index Announcements 

Holiday Schedule 

Index Dissemination 

Contact Information 

Disclaimers 
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S&P U.S. Indices Methodology September 28,2004 

Addition and Deletion Criteria 

Additions to the S&P 500, S&P MidCap 400 and S&P SmaNCap 600 
U.S. companies. 

* Adequate liquidity and reasonable per-share price -- the ratio of annual dollar value 
traded to market capitalization should he 0.3 or greater. Very low stoclc prices can 
affect a stock's liquidity. 

Market capitalization of $4 Billion or more for the S&P 500, $1 billion - $4 Billion 
for the S&P MidCap 400 and $300 million - $1 billion for the S&P SmallCap 600. 
These ranges are reviewed from time to time to assure consistency with market 
conditions. 

Financial viability, usually measured as four consecutive quarters of positive as- 
reported earnings. As-reported earnings are GAAP Net Income excluding 
discontinued operations and extraordinary items. 

Public float of at least SO% of the stock. 

Maintaining sector balance for each index, as measured by a comparison of the 
GICS sectors in each index and in the market, in the relevant market capitalization 
ranges. 

Initial public offerings (IPOs) should be "seasoned" for 6 to 12 months before 
being considered for addition to indices. 

Operating company and not a closed-end fund, holding company, partnership, 
investment vehicle or royalty trust. Real Estate Investment Trusts are eligible for 
inclusion in Standard &Poor's U.S. indices. 

* 

* 

* 

Deletions from the S&P 500, S&P MidCap 400 and 

S&P SmallCap 600 
Companies involved in mergers, being acquired or significantly restructured such 
that they no longer meet inclusion criteria. 

Coinpanies which substantially violate one or more ofthe addition criteria. 

Standard & Poor's believes turnover in index membership should he avoided when 
possible. The addition criteria are for addition to an index, not for continued 
membership. As a result, a company in an index that appears to violate the criteria 
for addition to that index will not be deleted unless ongoing conditions warrant an 
index change. When a company is removed from an index, Standard & Poor's will 
explain the basis for the removal. 

* 

e 
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S&P 500 Equal Weight Index 
The S&P 500 Equal Weight Index is an index using the same constituents as the 
S&P 500, but is equal weighted rather than capitalization weighted. This index was 
introduced in response to investor interest in an equal weighted index that supports 
different investment and benchmarking approaches while still recognizing the 
importance of the leading companies in leading industries selected for the S&P 
500. The index is rebalanced quarterly to 0.20% weight for each company. Further 
information is available at www.indices.standardaiidDoors.com . 1 

S&P 100 Index 
The S&P 100 Index consists of 100 companies selected from the S&P 500. To be 
included, companies should be among the larger and more stable companies in the 
S&P 500 and must have listed options. Sector balance is considered in the 
selection of companies for the S&P 100. This index is widely used for derivatives 
and is the index underlying the OEX options. 

S&P REIT Composite lndex 
The S&P REIT Composite Index tracks the market performance of U S .  real estate 
investment trusts, known as REITs. The REIT Composite consists of 
approxiinately 100 RETTs chosen for their liquidity and importance in representing 
a diversified real estate portfolio. To be included a REIT must meet the same 
liquidity guidelines used for the S&P 500, S&P MidCap 400 and S&P SmallCap 
600, and must be at least $100 million in market capitalization. The S&P REIT 
Composite represents a balance of property types and geographic locations. 
Mortgage REITs are not eligible for inclusion. REITS may also be included in the 
S&P 500, S&P MidCap 400, or S&P Smallcap 600. A REIT may be included in 
these indices at the same time it is a member of the S&P REIT Composite. 

Index Construction and Methodology 

Standard & Poor's U S .  indices are designed to be liquid, tradable indices that 
support investment products such as index mutual funds, exchange traded funds, 
index portfolios, index futures and options and other derivative products. The 
indices represent the US.  equity market and, through the market, the US. economy. 
Thc S&P 500 represents the large-cap segment of the U.S. equity markets; since it 
is a significant portion of the total market, it represents the overall market as well. 
Companies in the S&P 500 are considered to be leading companies in leading 
industrics. The S&P MidCap 400 represents the mid-cap range of  companies and 
the S&P SmallCap 600 represents small-cap companies. The thrce indices are 

' see David M. Blitzer and Srihant Dash, TheSdiP 500 Equal Weight Index: Structure and 
Melhodology, January 8,2003, at w.indices.standardandpoors.com . 
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combined to form the S&P Composite 1500; tlie S&P 500 and S&P MidCap 400 
are combined to form the S&P 900; and the S&P MidCap 400 and S&P SmallCap 
600 are combined to form the S&P 1000. Stocks in the indices are classified under 
the Global Industry Classification Standard (GIGS@). 

Index Governance and Maintenance 

Standard & Poor's U S .  indices are maintained by the U.S. Index Committee. There 
are eight members of the Committee; all are full-time professional members of 
Standard & Poor's staff. The Coininittee meets monthly. At each meeting the 
Committee reviews pending corporate actions that may affect companies in the 
indices, reviews companies that are being considered as candidates for addition to 
an index, reviews statistics comparing the composition of the indices to the market 
and reviews any significant market events. In addition, the Committee may revise 
index policy covering rules for selecting companies, treatment of dividends, share 
counts or other matters. 

Standard & Poor's considers inforination about changes to its U.S. indices and 
related matters to be potentially market moving and material. Therefore, all Index 
Committee discussions are confidential. 
Changes to the U.S. indices are made when needed. There is no annual or semi- 
annual reconstitution. Rather, changes in response to corporate actions, such as 
mergers, and to market developments can be made at any time. Changes are 
typically announced two to five business days before they are implemented. 
Announcements are available to the public via the www.staildardandaoors.com 
website before, or at the same time, they are available to clients and companies 
affected by the announcement. 

Changes in a company's shares outstanding of 5% or more due to mergers, 
acquisitions, public offerings, private placements, tender offers, Dutch auctions or 
exchange offers are made as soon as reasonably possible. All other changes of 5% 
or more (due to, for example, company stock repurchases, redemptions, exercise of 
options, warrants, subscription rights, conversion of preferred stock, notes, debt, 
equity participation units or other recapitalizations) are made weekly, and are 
announced on Tuesdays for implementation after the close of trading on 
Wednesday. Changes of less than 5% are implemented quarterly 011 the third Friday 
ofMarch, June, September and December, and are usually announced two days 
prior. 
Corporate actions (including stock splits, stock dividends, spinoffs, rights offerings, 
and similar events) are applied after market close on the day prior to the ex-date. 
For the methodology of index calculation and maintenance, please refer to the 
paper on the S&P Global 1200 Methodology available at 
www.iiidices.standardsndaoors.com . 

Standard & Poor's Page 4 
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In  cases where there is no achievable market price for a stock being deleted, it will 
be removed at zero or a miiiimal price at the Committee’s discretion, in recognition 
of the real constraints faced by investors in trading banlcrupt or suspended stocks. 

Total Return lndex 

Total return index series are calculated for the U.S. indices in addition to the price 
return serics. Ordinary cash dividends are applied on the ex-date in calculating the 
total return series. “Special dividends” are those dividends that are outside of the 
normal payment pattern established historically by the corporation. These are 
called “dividends” by the company and may be described as “special,” “extra,” 
“year-end” or “return of capital.” Whether a dividend is funded from operating 
earnings or from other sources of cash does not affect the determination of whether 
it is an ordinary or a special dividend. Special dividends are treated as corporate 
actions with offsetting price and divisor adjustments; the total return index reflects 
both ordinary and special dividends. 

Base Dates and History 

The base value and dates for the indices are: 

lndex ~ ~ n o ~ n ~ e ~ e m t s  

Announcements of additions and deletions for the S&P 500, S&P MidCap 400, 
S&P SmallCap 600 or S&P REIT Composite are made at 5:15 pin U S .  Eastern 
Time. Press releases are posted on www.i~~dices.standardandnoors.co~ii and are 
released to major news services. 

Complete data for index replication including share counts, tickers and data on 
index levels and returns are available through Standard & Poor’s fee-based servicc, 
S&P Index Aleul. 
Index methodology is constantly under review for best practices, and any changes 
are announced well ahead of time via the website and by email to all clients. 

Standard & Poor‘s Page 5 
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Holiday Schedule 

The S&P U.S. indices will be calculated when the U S .  equity markets are open. A 
complete holiday schedule for the year is available at 
www.iiidices.standardandPoois.coni . 

Index ~ i ~ ~ e m ~ n a t i o n  

Index levels are available through Sap’s website, 
www.indices.standardandl>oors.com, through major quote vendors (see codes 
below), through numerous investment-orieiited websites and various print and 
electronic media. S&P’s website also provides an archive of recent index 
announcemcnts, press rcleases and monthly rcleases giving total returns €or S&P’s 
headline indices. 

For further information, please access our website at 
www.indices.standardandpoors.com 

Contact lnfarmation 

North America 
New Yolk 

Maureen O’Shea (212) 438-2046 
Melinda Chu (212) 438-1483 

Toronto 
Jasmit Bhandal (416) 507-41 16 
Tony North (416) 507-4006 
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Europe 
Pnris 
Christopher O'Brien 

London 
Susan Fagg 

Asia 

Hong Kong 

Tokyo 

Australia 
Sydney 

Jean Park 

Seiichiro Uchi 

Tim Eisenhauer 

33-140-287791 

44 -020-7176-8388 

852-284-1 1032 

8133-593-8568 

612-9255-9872 

Disclaimers 

The report is published by Standard & Poor's, 55 Water Street, New York NY 
10041. Copyright 0 2004. Standard & Poor's is a division of The McGraw-Hill 
Companies, Inc. AI1 rights reserved. Standard & Poor's does not undertake to 
advise you of changes in the information contained in this report. 

These materials have been prepared solely for informational purposes based 
upon information generally available to the public from sources believed to 
be reliable. Standard & Poor's makes no representation with respect to the 
accuracy or completeness of these materials, the content of which may 
change without notice. Standard & Poor's disclaims any and all liability 
relating to these materials and makes no express or implied representations 
or warranties concerning the accuracy or completeness of the report. 

No portion of this publication may be reproduced in any format or by any 
means including electronically or mechanically, by photocopying, recording 
or by any information storage or retrieval system, OK by any other form of 
manner whatsoever, without the prior written consent of Standard & Poor's. 
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Analytic services and products provided by Standard & Poor's are the result of 
separate activities designed to preserve the independence and objectivity of each 
analytic process. Standard & Poor's has established policies and procedures to 
maintain the confidentiality of non-public information received during each 
analytic process. 

Occasionally, The McGraw-Hill Companies may use information you have 
provided to offer you products and services that may be of interest to you. If you 
do not wish us to share your information outside o€The McGraw-Hill Companies, 
ifyou have questions about our privacy practices, or wish to confirm the accuracy 
o f  the information you've provided, please contact us at (212) 438-3534 or refer to 
~ht~l~://www.mc~raw-liilI/privacy.litml~. 

Standard & Poor's page 8 
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Attorney General Data Request Set 1 
Question No. 104 

Columbia Gas of Kentucky Respondent: P.R. Moul 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL IO, 2007 

Question No. 104 

The questions in this section refer to the testimony of Paul R. Moul: 

With reference to Appendix I, page 1-4, piease provide: (1) the methodology 
employed by Value Line in estimating the "Dividend Yield" and "Median Appreciation 
Potential," for the companies followed by Value Line, (2) the dividend yield and 
appreciation potential data for the individual companies covered by Value Line, (3) 
copies of the source documents and the dividend yields and projected EPS growth rates 
for each of the 500 companies in the S&P 500. For (2) and (3), please provide the data 
in both hard copy and electronic (Microsoft Excel) formats. 

Response of Columbia Gas of Kentucky: 

(1) Value Line's narrative of the "Median Appreciation Potential" as copied from their 
internet website is provided below. 

Updated February 11,2005 

Value Line's 3- to 5-Year Appreciation Potential-An Update 

The following is an update to the evaluation of our 3- to 5-year price appreciation potential that 
was first published on November 8,2002. That article and accompanying chart detailed the 
methodology behind our evaluation and discussed some of the more interesting results. For the 
benefit of our subscribers, we briefly review the methodology used for this, and the previous, 
evaluation. 

Price Appreciation Potential 

The estimate of the median price appreciation potential is found by first calculating the 
percentage change between the current price of each stock in our universe and the middle of its 
3- to 5-year Target Price Range. These figures are then arrayed, and the median price 
appreciation potential is determined. We select the median of the array (the middle) as the most 
likely price, in order to play down the effect of outliers, that is, excessively large or small 
percentage price changes. 

The chart included below depicts the results of those projections from 1983 to 2004, using the 
Value Line Arithmetic Index as our measure of the market. For simplicity sake, we take the actual 
price as the average of the middle year of the 3- to 5-year forecast, so that a projection made at 

Page 1 of 2 



Attorney General Data Request Set 1 
Question No. 304 (Cont'd) 

Columbia Gas of Kentucky Respondent: P.R. Moo1 

the end of 1983 would be compared to the average price of the index in 1987. Strictly speaking 
this would be a 3 1/2 year forecast, from the end of 1983 to midyear 1987. 

Update for 2004 

Our estimate for the year 2004 (made at the end of 2000) was 1743. The average price of 
the Value Line Arithmetic Index in 2004 was 1594. Interestingly, the year ended with the 
Index at 1796, almost exactly in line with the 4-year projection made in 2000. 

The average deviation between the projected and actual average prices was 17% (ignoring 
signs). The median deviation during this period was 14%. 

Our projection for 2008 now stands at 2,425, 38% above the current level. 

Four-Year Projections of the Value Line Arithmetic Index 

li 400 

9 000 
800 

1600 

400 

200 

(1) and (3) The source document provided on page 5 of Attachment PRM-13 
was the sole data relied upon by Mr. Moul in his testimony for this 
purpose. There is no additional data on an individual company basis 
that was used by Mr. Moul. 
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Attorney General Data Request Set 1 
Question No. 105 

Columbia Gas of Kentucky Respondent: P.R. Moul 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL I O ,  2007 

Question No. 105 

The questions in this section refer to the testimony of Paul R. Moul: 

Please provide electronic (Microsoft Excel) copies of the all Attachments, PRM-1 
through PRM-14. Please provide electronic copies of all pages of the Attachments, with 
all data and equations in tact. For Attachments which use data that is not shown, such 
as individual company data, please provide electronic copies of this data as well. 

Response of Columbia Gas of Kentucky: 

The attachment to Mr. Moul’s testimony is attached. One hard copy has been provided 
to the Attorney General and one CD with the same information has been provided to the 
Public Service Commission. 
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Attorney General Data Request Set 1 

Question No. 106 
Columbia Gas of Kentucky Respondent: Mark Balmert 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUC 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL I O ,  2007 APR 2 4 2o07 

PUBLIC SERVICE 
COMMISSION 

Question No. 106 

Please provide, in electronic format, the bill frequency distributions alluded to on 
page 9 of Mr. Balmert's testimony. 

Response of Columbia Gas of Kentucky: 

Attached are the bill frequencies by rate schedule by customer class based on 
normalized volumes in compact disc (CD) format. The file name is 2007-00008 AG 
Setl-106 Attachment.pdf. Note the bill frequencies are generated through CKY's 
mainframe computer and therefore only a PDF format is available. Also note the bill 
frequencies do not include usage adjustments by rate block associated with new, 
conversion, and attrition customers calculated and shown on work paper WPM-E (see 
response to AG Setl-107 for Excel spreadsheet) 
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Attorney General Data Request Set 1 
Question No. 107 

Columbia Gas of Kentucky Respondent: Mark Balmert 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL I O ,  2007 

PSC CASE NO. 2007-00008 

Question No. 107 

Please provide the WPM workpapers and Schedules M and N in electronic 
format. 

Response of Columbia Gas of Kentucky: 

Attached are the WPM workpapers and Schedule M in compact disc (CD) format. The 
file name is 2007-00008 AG Setl-I07 Attachment 1 .~1~.  Also attached are Schedule N 
tariff sales rate schedules. The file name is 2007-00008 AG Setl-107 Attachment 2x1s. 
Also attached are Schedule N transportation rate schedules. The file name is 2007- 
00008 AG Setl-I07 Attachment 3 . ~ 1 ~ .  
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Attorney General Data Request Set 1 
Question No. 108 

Columbia Gas of Kentucky Respondent: Judy Cooper 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL 10,2007 

Question No. 108 

Please provide all workpapers and source data used to deveiop Attachment 
JMC-1 to the testimony of Judy Cooper. 

Response of Columbia Gas of Kentucky: 

Please refer to response to PSC Set 2 - 29, parts a and b 
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Attorney General Data Request Set 1 
Question No. I09 

Columbia Gas of Kentucky Respondent: Judy Cooper 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL 10,2007 

PSC CASE NO. 2007-00008 

Question No. 109 

Please provide all source documents and workpapers underlying the 75% 
"Behavioral Factor" in Attachment JMC-2 to the testimony of Judy Cooper. 

Response of Columbia Gas of Kentucky 

Please refer to response to PSC Set 2-29, part d., and AG Set 1-21. 



, 



Attorney General Data Request Set 1 
Question No. 11 0 

Columbia Gas of Kentucky Respondent: Judy Cooper 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL 10.2007 

PSC CASE NO. 2007-00008 

Question No. 110 

Please describe how, if at all, the Company will distinguish between mains 
replacements that are part of the AMRP and those that are not, that is, those that would 
have been made without the AMRP. 

Response of Columbia Gas of Kentucky: 

All mains replacement projects pertaining to the AMRP, will be identified and tracked by 
the assignment of unique specific budget numbers issued solely for the identification of 
the AMRP project. Individual project work order numbers will then be issued relating to 
these specific budget numbers. For instance, and for illustrative purposes only: 

CKY Specific Budget 1234 - AMRP Phase 1 

Replace 5,000’ in Lexington 
Replace 12,000 in Frankfort 
Replace 1,500 in Paris 
Replace 7,000’ in Winchester 
Replace 900 in Louisa 

Work Order A 
Work Order B 
Work Order C 
Work Order D 
Work Order E 

Throughout the duration of the project, it is highly probable numerous specific budgets 
will be issued taking into account items such as operational requirements, timelines, and 
budgeting parameters. 

In addition, a unique Project ID strictly for the AMRP will be assigned by field operations 
to link ail issued work orders together within their Work Management System. 





Attorney General Data Request Set 1 
Question No. 11 1 

Columbia Gas of Kentucky Respondent: Judy Cooper 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL I O ,  2007 

Question No. 111 

Will the AMRP surcharge apply to all customers in each customer class 
regardless of the customer’s consumption of gas? 

Response of Columbia Gas of Kentucky: 

Please refer pages 15 and 16 of my testimony. The AMRP surcharge will be charged to 
applicable customers regardless of the customer’s consumption of gas. 



/ 
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Attorney General Data Request Set 1 
Question No. 112 

Columbia Gas of Kentucky Respondent: Judy Cooper 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL I O .  2007 

Question No. 112 

How will the Company identify the property taxes attributable to the AMRP 
program? 

Response of Columbia Gas of Kentucky 

Columbia will not identify property taxes attributable to the AMRP program as is not 
seeking recovery of property taxes in the AMRP Rider. 





Attorney General Data Request Set 1 
Question No. 113 

Columbia Gas of Kentucky Respondent: Judy Cooper 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL 10,2007 

PSC CASE NO. 2007-00008 

Question No. 113 

In what way will the PlSCC encourage customer growth, as asserted by Ms. 
Cooper at page 17 of her testimony? 

Response of Columbia Gas of Kentucky: 

Please see Columbia’s response to PSC Set 2-034 part a. 





Attorney General Data Request Set 1 
Question No. 114 

Columbia Gas of Kentucky Respondent: Ronald D. Gibbons 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL IO, 2007 

Question No. 114 

Please provide electronic copies of Mr. Gibbon’s class cost of service studies, 
with all algorithms and formulas intact. 

Response of Columbia Gas of Kentucky: 

Electronic copies of the class cost of service studies with all algorithms and formulas 
intact are being provided on a separate CD. 
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Attorney General Data Request Set 1 
Question No. 115 

Columbia Gas of Kentucky Respondent: Ronald D. Gibbons 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL I O ,  2007 

Question No. 11 5 

Please explain more fully the following sentence on page 5 of Mr. Gibbon’s 
testimony: “The services were valued for each rates schedule using the average unit 
cost based on detailed capitalized property records.” Provide a listing of the unit costs 
for services used in Mr. Gibbon’s study. 

Response of Columbia Gas of Kentucky: 

Detailed costing of service lines using the Company’s detailed capitalized property 
records was conducted to arrive at an average unit cost per all service lines (MainlMeter, 
Mainelcurb, CurblMeter) by size. The average unit cost was then applied to the number 
of services classified to each rate class. Please see the attachment for a detailed listing 
of the unit cost calculation. 







Attorney General Data Request Set 1 
Question No. 116 

Columbia Gas of Kentucky Respondent: Ronald D. Gibbons 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL I O ,  2007 

Question No. I 1  6 

Please provide a listing of the unit meter costs used in Mr. Gibbon’s study. 

Response of Columbia Gas of Kentucky: 

Please see the attached. 



Rate Schedule 

GSR 
GSO 
G I C  
G I  R 
GST 
IN4 
IN5 
IN3 
IUS 
IS 

LG2 
LG3 
LG4 
ss 

GTO 
GTR 
s c 3  
s c 2  
DS3 

DS-Smith 
SAS 

DS-IS-SS 
FXI 
FX2 
FX5 
FX6 
FX7 

DS-GS-SS 

DS-IS 

DS-GS 

Total 

% 

2007-00008 AG Set 1-1 16 Attachment .XIS 

COLUMBIA GAS OF KENTUCKY, INC. 
ACCOUNT 381 - METERS 

SOURCE - LISTING BY RATE SCHEDUDLE, BY SIZE OF METER. 

Total 

5,244,485 
2,752,319 

4,081 
1,526 

53 
263 
579 

2,577 

456 
404 

53 

1,047,678 
1,426,005 

4,389 
3,624 
3,624 
1,812 
1,812 

79,732 
90,374 

3,624 

5,436 
1,812 
1,812 

18,121 
32,027 

- 

- 

- 

- 

10,728,678 

GS-RES. GS-OTHER DS-MLISC DSIISISS 

5244485 
- 2,752,319 

4,081 
1,526 

52.63 
263 
526 53 

2,577 

53 404 
404 
53 

1,047,678 
1,426,005 

4,389 
3,624 

1,812 
1,812 

79,732 
90,374 
3,624 

3,624 

5,436 
1,812 
1.812 

18,121 
32,027 

- 
6,673.367 3,854,682 2,577 12,685 185,367 

100.00% 62.20% 35.93% E= 0.02% =_=g 0.12% _=i= 1.73% 
=p_g_= 
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Attorney General Data Request Set 1 
Question No. 117 

Columbia Gas of Kentucky Respondent: Ronald Gibbons 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL IO, 2007 

Question No. 117 

What is the rationale for recommending customers charges of $12.75 and $28.00 
for residential and commercial customers, respectively, rather than $14 and $29 as 
indicated on Attachment RDG-6? 

Response of Columbia Gas of Kentucky: 

While Columbia strives to develop its customer charges based on principles of cost- 
causation as determined in the class cost of service study, the Company elected to 
propose customer charges that were less than the charges supported by the Customer 
Charge Study. The Customer Charge Study certainly supported customer charges of 
$14 and $29, but in the interest of gradualism and to reduce rate shock, the Company 
elected a lower customer charge while still being able to propose reduced volumetric 
rates. 





Attorney General Data Request Set 1 
Question No. 118 

Columbia Gas of Kentucky Respondent: Mark Balmert 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL 10,2007 

Question No. 118 

Please explain why some Columbia customers are billed under LG&Es gas rate 
tariff. 

Response of Columbia Gas of Kentucky: 

Per a purchase agreement between Columbia Gas Transmission Corporation (TCO) and 
LG&E when TCO acquired the line known as the “LG&E line”. One of the clauses in the 
agreement is that the customers served off the line will be charged the LG&Es rates. 
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Attorney General Data Request Set 1 

Question No. 106 
Columbia Gas of Kentucky Respondent: Mark Balmert 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUC 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL I O ,  2007 APR 2 4 2o07 

PUBLIC SERVICE 
COMMISSION 

Question No. 106 

Please provide, in electronic format, the bill frequency distributions alluded to on 
page 9 of Mr. Balmert's testimony. 

Response of Columbia Gas of Kentucky: 

Attached are the bill frequencies by rate schedule by customer class based on 
normalized volumes in compact disc (CD) format. The file name is 2007-00008 AG 
Setl-106 Attachment.pdf. Note the bill frequencies are generated through CKY's 
mainframe computer and therefore only a PDF format is available. Also note the bill 
frequencies do not include usage adjustments by rate block associated with new, 
conversion, and attrition customers calculated and shown on work paper WPM-E (see 
response to AG Setl-107 for Excel spreadsheet) 
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Attorney General Data Request Set 1 
Question No. 107 

Columbia Gas of Kentucky Respondent: Mark Balmert 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL I O ,  2007 

PSC CASE NO. 2007-00008 

Question No. 107 

Please provide the WPM workpapers and Schedules M and N in electronic 
format. 

Response of Columbia Gas of Kentucky: 

Attached are the WPM workpapers and Schedule M in compact disc (CD) format. The 
file name is 2007-00008 AG Setl-I07 Attachment 1 .~1~.  Also attached are Schedule N 
tariff sales rate schedules. The file name is 2007-00008 AG Setl-107 Attachment 2x1s. 
Also attached are Schedule N transportation rate schedules. The file name is 2007- 
00008 AG Setl-I07 Attachment 3 . ~ 1 ~ .  
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Attorney General Data Request Set 1 
Question No. 108 

Columbia Gas of Kentucky Respondent: Judy Cooper 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL 10,2007 

Question No. 108 

Please provide all workpapers and source data used to deveiop Attachment 
JMC-1 to the testimony of Judy Cooper. 

Response of Columbia Gas of Kentucky: 

Please refer to response to PSC Set 2 - 29, parts a and b 
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Attorney General Data Request Set 1 
Question No. I09 

Columbia Gas of Kentucky Respondent: Judy Cooper 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL 10,2007 

PSC CASE NO. 2007-00008 

Question No. 109 

Please provide all source documents and workpapers underlying the 75% 
"Behavioral Factor" in Attachment JMC-2 to the testimony of Judy Cooper. 

Response of Columbia Gas of Kentucky 

Please refer to response to PSC Set 2-29, part d., and AG Set 1-21. 
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Attorney General Data Request Set 1 
Question No. 11 0 

Columbia Gas of Kentucky Respondent: Judy Cooper 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL 10.2007 

PSC CASE NO. 2007-00008 

Question No. 110 

Please describe how, if at all, the Company will distinguish between mains 
replacements that are part of the AMRP and those that are not, that is, those that would 
have been made without the AMRP. 

Response of Columbia Gas of Kentucky: 

All mains replacement projects pertaining to the AMRP, will be identified and tracked by 
the assignment of unique specific budget numbers issued solely for the identification of 
the AMRP project. Individual project work order numbers will then be issued relating to 
these specific budget numbers. For instance, and for illustrative purposes only: 

CKY Specific Budget 1234 - AMRP Phase 1 

Replace 5,000’ in Lexington 
Replace 12,000 in Frankfort 
Replace 1,500 in Paris 
Replace 7,000’ in Winchester 
Replace 900 in Louisa 

Work Order A 
Work Order B 
Work Order C 
Work Order D 
Work Order E 

Throughout the duration of the project, it is highly probable numerous specific budgets 
will be issued taking into account items such as operational requirements, timelines, and 
budgeting parameters. 

In addition, a unique Project ID strictly for the AMRP will be assigned by field operations 
to link ail issued work orders together within their Work Management System. 





Attorney General Data Request Set 1 
Question No. 11 1 

Columbia Gas of Kentucky Respondent: Judy Cooper 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL I O ,  2007 

Question No. 111 

Will the AMRP surcharge apply to all customers in each customer class 
regardless of the customer’s consumption of gas? 

Response of Columbia Gas of Kentucky: 

Please refer pages 15 and 16 of my testimony. The AMRP surcharge will be charged to 
applicable customers regardless of the customer’s consumption of gas. 



/ 

! 



Attorney General Data Request Set 1 
Question No. 112 

Columbia Gas of Kentucky Respondent: Judy Cooper 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL I O .  2007 

Question No. 112 

How will the Company identify the property taxes attributable to the AMRP 
program? 

Response of Columbia Gas of Kentucky 

Columbia will not identify property taxes attributable to the AMRP program as is not 
seeking recovery of property taxes in the AMRP Rider. 





Attorney General Data Request Set 1 
Question No. 113 

Columbia Gas of Kentucky Respondent: Judy Cooper 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL 10,2007 

PSC CASE NO. 2007-00008 

Question No. 113 

In what way will the PlSCC encourage customer growth, as asserted by Ms. 
Cooper at page 17 of her testimony? 

Response of Columbia Gas of Kentucky: 

Please see Columbia’s response to PSC Set 2-034 part a. 





Attorney General Data Request Set 1 
Question No. 114 

Columbia Gas of Kentucky Respondent: Ronald D. Gibbons 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL IO, 2007 

Question No. 114 

Please provide electronic copies of Mr. Gibbon’s class cost of service studies, 
with all algorithms and formulas intact. 

Response of Columbia Gas of Kentucky: 

Electronic copies of the class cost of service studies with all algorithms and formulas 
intact are being provided on a separate CD. 
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Attorney General Data Request Set 1 
Question No. 115 

Columbia Gas of Kentucky Respondent: Ronald D. Gibbons 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL I O ,  2007 

Question No. 11 5 

Please explain more fully the following sentence on page 5 of Mr. Gibbon’s 
testimony: “The services were valued for each rates schedule using the average unit 
cost based on detailed capitalized property records.” Provide a listing of the unit costs 
for services used in Mr. Gibbon’s study. 

Response of Columbia Gas of Kentucky: 

Detailed costing of service lines using the Company’s detailed capitalized property 
records was conducted to arrive at an average unit cost per all service lines (MainlMeter, 
Mainelcurb, CurblMeter) by size. The average unit cost was then applied to the number 
of services classified to each rate class. Please see the attachment for a detailed listing 
of the unit cost calculation. 







Attorney General Data Request Set 1 
Question No. 116 

Columbia Gas of Kentucky Respondent: Ronald D. Gibbons 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL I O ,  2007 

Question No. I 1  6 

Please provide a listing of the unit meter costs used in Mr. Gibbon’s study. 

Response of Columbia Gas of Kentucky: 

Please see the attached. 



Rate Schedule 

GSR 
GSO 
G I C  
G I  R 
GST 
IN4 
IN5 
IN3 
IUS 
IS 

LG2 
LG3 
LG4 
ss 

GTO 
GTR 
s c 3  
s c 2  
DS3 

DS-Smith 
SAS 

DS-IS-SS 
FXI 
FX2 
FX5 
FX6 
FX7 

DS-GS-SS 

DS-IS 

DS-GS 

Total 

% 

2007-00008 AG Set 1-1 16 Attachment .XIS 

COLUMBIA GAS OF KENTUCKY, INC. 
ACCOUNT 381 - METERS 

SOURCE - LISTING BY RATE SCHEDUDLE, BY SIZE OF METER. 

Total 

5,244,485 
2,752,319 

4,081 
1,526 

53 
263 
579 

2,577 

456 
404 

53 

1,047,678 
1,426,005 

4,389 
3,624 
3,624 
1,812 
1,812 

79,732 
90,374 

3,624 

5,436 
1,812 
1,812 

18,121 
32,027 

- 

- 

- 

- 

10,728,678 

GS-RES. GS-OTHER DS-MLISC DSIISISS 

5244485 
- 2,752,319 

4,081 
1,526 

52.63 
263 
526 53 

2,577 

53 404 
404 
53 

1,047,678 
1,426,005 

4,389 
3,624 

1,812 
1,812 

79,732 
90,374 
3,624 

3,624 

5,436 
1,812 
1.812 

18,121 
32,027 

- 
6,673.367 3,854,682 2,577 12,685 185,367 

100.00% 62.20% 35.93% E= 0.02% =_=g 0.12% _=i= 1.73% 
=p_g_= 
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Attorney General Data Request Set 1 
Question No. 117 

Columbia Gas of Kentucky Respondent: Ronald Gibbons 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL IO, 2007 

Question No. 117 

What is the rationale for recommending customers charges of $12.75 and $28.00 
for residential and commercial customers, respectively, rather than $14 and $29 as 
indicated on Attachment RDG-6? 

Response of Columbia Gas of Kentucky: 

While Columbia strives to develop its customer charges based on principles of cost- 
causation as determined in the class cost of service study, the Company elected to 
propose customer charges that were less than the charges supported by the Customer 
Charge Study. The Customer Charge Study certainly supported customer charges of 
$14 and $29, but in the interest of gradualism and to reduce rate shock, the Company 
elected a lower customer charge while still being able to propose reduced volumetric 
rates. 





Attorney General Data Request Set 1 
Question No. 118 

Columbia Gas of Kentucky Respondent: Mark Balmert 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL 10,2007 

Question No. 118 

Please explain why some Columbia customers are billed under LG&Es gas rate 
tariff. 

Response of Columbia Gas of Kentucky: 

Per a purchase agreement between Columbia Gas Transmission Corporation (TCO) and 
LG&E when TCO acquired the line known as the “LG&E line”. One of the clauses in the 
agreement is that the customers served off the line will be charged the LG&Es rates. 





Attorney General Data Request Set 1 
Question No. I19 

Columbia Gas of Kentucky Respondent: Ronald D. Gibbons 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL I O ,  2007 

PSC CASE NO. 2007-00008 

Question No. 119 

If the IUS class “underachieves” its rates of return, as Mr. Gibbons testifies on 
page 10 of his testimony, why is it receiving a rate increase of only 5.29 percent, almost 
half the residential rate increase? 

Response of Columbia Gas of Kentucky: 

The 5.29 percent increase proposed to the IUS customer class is comprised of a 
customer charge of $255 and a volumetric charge of $0.5905. Previously, there was no 
customer charge and the volumetric charge was $0.3038. Therefore, exclusive of gas 
costs, the customer charge will increase infinitely and the volumetric charge will increase 
by nearly 100%. However, the gas cost rate used to calculate the overall percentage 
increase was $10.4012 which greatly reduces the total percentage impact of the large 
increase to the customer charge and volumetric charge. Under the proposed rates, the 
IUS customer class has moved from negative rate of returns on rate base and common 
equity to positive rate of returns. 





Attorney General Data Request Set 1 
Question No. 120 

Columbia Gas of Kentucky Respondent: Ronald D. Gibbons 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL 10,2007 

Question No. 120 

Please provide a cross-reference showing where the 21 rate schedules in 
Attachment RDG-5 are categorized into the five rate classes in the cost of service 
studies. 

Response of Columbia Gas of Kentucky: 

Attached is a revised Attachment RDG-5 which now includes a column indicating which 
class cost of service rate class each rate schedule has been categorized to. 
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Attorney General Data Request Set 1 
Question No. 121 

Columbia Gas of Kentucky Respondent: Ronald D. Gibbons 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL IO. 2007 

Question No. 121 

Please provide a breakdown of the $10,139,594 in “Outside Services” found on 
line 13 on page 19 of Mr. Gibbon’s cost of service study. 

Response of Columbia Gas of Kentucky: 

There are two parts to the “outside services” amount of $10,139,594. The base period 
923 costs of $9,129,743 and an adjustment of $1,009,851. The base period 923 amount 
is detailed by month on sheet 10 of 11 of Schedule (2-2.2 and calculation of the 
adjustment of $1,009,851 is on sheet 1 of 2 of Schedule D-2.8. 





Attorney General Data Request Set 1 
Question No. 122 

Columbia Gas of Kentucky Respondent: Ronald D. Gibbons 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL 10,2007 

PSC CASE NO. 2007-00008 

Question No. 122 

Ref: page 18, line 5 of Mr. Gibbon’s cost of service studies. Why are uncollectible 
accounts allocated by customer counts, rather than directly assigned based on the 
customer classification of the uncollectible accounts? 

Response of Columbia Gas of Kentucky: 

Uncollectible accounts are not readily identifiable by customer classifications. Under 
accrual accounting, an accrual is made to cover the likely event of some customer 
billings becoming uncollectible. Uncollectible accounts tend to be mostly residential and 
commercial. 





Attorney General Data Request Set 1 
Question No. 123 

Columbia Gas of Kentucky Respondent: Ronald D. Gibbons 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL 10,2007 

Question No. 123 

Please provide a breakdown of the $474,858 of "Other" revenue in line 12 of 
page 12 of Mr. Gibbon's cost of service studies. 

Response of Columbia Gas of Kentucky: 

Below is a breakdown of "Other" revenue on Line 12 of Page 12 of the cost of service 
studies: 

Gas Lost, Other Accidental Line Break $ 11,188 

Customer Billing Services $107,635 

Choice Marketer Fee Revenues $356, I 1  9 





Attorney General Data Request Set 1 
Question No. 124 

Columbia Gas of Kentucky Respondent: Mark Balmert (a - e) 
Bill Gresham ( f )  

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL 10,2007 

Question No. 124 

For each quarter since the first quarter of 2001, please provide the following for 
residential, and separately, GS commercial customers: 

a. The cost of purchased gas per mcf, 
b. The cost of delivery per mcf, 
c. Total bill per customer, 
d. The number of customers, 
e. The mcf per customer, 
f. The weather-normalized mcf per customer. 

Response of Columbia Gas of Kentucky: 

Gas cost recovery rates normally change starting with the first billing unit of March, June, 
September, and December each year. In addition, CKY has filed interim gas cost 
recovery rate changes in the past as well. It is not clear if the request is asking for a 
weighted average cost of purchased gas or the monthly rates within a quarter. It is 
equally not clear if the request is asking for calendar quarters (ie. Jan-Mar, Apr-Jun etc.) 
or gas cost recovery quarters (Dec-Feb, Mar-May etc.). Therefore monthly data is 
being provided. 

Residential customers are billed at many different delivery rates for both sales service 
and delivery service, some with gas cost and some without. Data below represents only 
residential customers on rate schedule GSR (residential sales service). 

GS Commercial customers are billed at many different delivery rates for both sales 
service and delivery service, some with gas cost and some without. Data below 
represents only GS commercial customers on rate schedule GSO (commercial sales 
service). 

a. Cost of purchased gas ($/Mcf). 

January-01 7.6706 
February-01 7.6706 

March-01 8.8982 
April-01 8.3519 
May41 8.9402 

June01 8.9298 
July01 7.8343 

August-01 7.1374 
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Attorney General Data Request Set 1 
Question No. 124 

Columbia Gas of Kentucky Respondent: Mark Balmert (a - e) 
Bill Gresham (f) 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL I O .  2007 

September-01 
October-01 

November-01 
December-01 

January-02 
February-02 

March-02 
April-02 
May-02 

June-02 
July-02 

August-02 
September-02 

October-02 
November-02 
December-02 

January-03 
February-03 

March-03 
Aprll-03 
May-03 

June-03 
July-03 

August-03 
September-03 

October-03 
November-03 
December-03 

January-04 
February-04 

March-04 
April-04 
May-04 

June04 
July-04 

August-04 
September-04 

October-04 
November-04 
December-04 

January-05 
February-05 

March-05 
April-05 
May-05 

June-05 
July-05 

August-05 

7.4132 
7.4132 
7.4132 
6.1395 
6.1395 
6.1395 
5.4433 
5.4433 
5.4433 
6.0353 
6.0353 
6.0353 
4.7816 
4.7816 
4.7816 
5.7080 
5.7060 
5.7080 
7.5659 
9.5518 
9.5518 
8.1067 
8.1067 
8.1067 
9.7509 
9.7509 
9.7509 
9.8553 
9.8553 
9.6553 
9.9407 
9.9407 
9.9407 
9.4120 
9.4120 
9.4120 
8.2155 
8.2155 
8.2155 

10.1799 
10.1799 
10.1799 
9.1189 
9.1189 
9.1189 
9.7773 
9.7773 
9.7773 

September-05 9.4031 
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Attorney General Data Request Set 1 
Question No. 124 

Columbia Gas of Kentucky Respondent: Mark Balmert (a -e) 
Bill Gresham (f) 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL IO, 2007 

October-05 9.4031 
November-05 12.3069 
December-05 14.6394 

January-06 14.6394 
February-06 11.6203 

March46 11.0410 
April-06 11.0410 
May-08 11.0410 

June06 10.0073 
July-06 10,0073 

August-06 10.0073 
September-06 8.3670 

b. Cost of delivery per Mcf (GSR - residential, GSO - commercial) 

- GSR 

January-01 

March-01 
April-01 
May-01 

June-01 
July-01 

August-01 
Septem ber-01 

October-01 
November-01 
December-01 

January-02 
February-02 

March-02 
April-02 
May-02 

June-02 
July-02 

August-02 
September-02 

October-02 
November-02 
December-02 

January-03 
February-03 

March-03 
April-03 
May-03 

June03 

February-01 

Base Rate 
Chame 

F1 

0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 

01 

2.1800 
2,1800 
2.1800 
2.1800 
2.1800 
2.1800 
2.1800 
2.1800 
2.1800 
2.1800 
2.1800 
2.1800 
2.1800 
2.1800 
2.1800 
2.1800 
2.1800 
2.1800 
2.1800 
2.1800 
2.1800 
2.1800 
2.1800 
2.1800 
2.1800 
2.1800 
1.8715 
1.8715 
1.871 5 
1.8715 
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Attorney General Data Request Set 1 
Question No. 124 

Columbia Gas of Kentucky Respondent: Mark Balmert (a -e) 
Bill Gresham (9 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL IO, 2007 

July-03 
August-03 

September-03 
October-03 

November-03 
December-03 

January-04 
February-04 

March-04 
April-04 
May-04 

June-04 
July-04 

August-04 
September-04 

October-04 
November-04 
December-04 

January-05 
February-05 

March-05 
April-05 
May-05 

June-05 
July-05 

August-05 
Septem ber-05 

October-05 
November-05 
December-05 

January-06 
February-06 

March-06 
April-06 
May-06 

June-06 
July-06 

August-06 
September-06 

- GSO 

January-01 
February-01 

March-01 
April-01 
May-01 

0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 

F1 

0.0000 
0.0000 
0.0000 
0.0000 
0.0000 

1.8715 
1.8715 
1.8715 
1.8715 
1.8715 
1.8715 
1.871 5 
1.8715 
1.8715 
1.8715 
1.8715 
1.8715 
1.8715 
1.871 5 
1.8715 
1.8715 
1.8715 
1.8715 
1.871 5 
1.8715 
1.8715 
1.8715 
1.8715 
1.8715 
1.8715 
1.8715 
1.8715 
1.8715 
1.8715 
1.8715 
1.8715 
1.8715 
1.8715 
1.8715 
1.8715 
1.8715 
1.8715 
1.8715 
1.8715 

Base Rate 

N49 n350 N600 01000 

2.1800 2.1149 2.0149 1.8409 
2.1800 2.1149 2.0149 1.8409 
2.1800 2.1149 2.0149 1.8409 
2.1800 2.1149 2.0149 1.8409 
2.1800 2.1149 2.0149 1.8409 
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Attorney General Data Request Set  1 
Question No. 124 

Columbia Gas of Kentucky Respondent: Mark Balmert (a -e) 
Bill Gresham (f) 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL I O ,  2007 

PSC CASE NO. 2007-00008 

June-01 
July-01 

August-01 
September-01 

October-01 
November-01 
December41 

January-02 
February-02 

March-02 
April-02 
May-02 

June-02 
July-02 

August-02 
September-02 

October-02 
November-02 
December-02 

January-03 
February43 

March-03 
April-03 
May-03 

June03 
July-03 

August-03 
September-03 

October-03 
November-03 
December-03 

January-04 
February-04 

March-04 
April-04 
May-04 

June-04 
July-04 

August-04 
September-04 

October-04 
November-04 
December-04 

January-05 
February-05 

March-05 
April45 
May-05 

June05 

0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 

2.1800 
2.1800 
2.1800 
2.1800 
2.1800 
2.1800 
2.1800 
2.1800 
2.1800 
2.1800 
2.1800 
2.1800 
2.1800 
2.1800 
2.1800 
2.1800 
2.1800 
2.1800 
2.1800 
2.1800 
2.1800 
1.8715 
1.8715 
1.8715 
1.8715 
1.8715 
1.8715 
1.8715 
1.8715 
1.8715 
1.8715 
1.8715 
1.8715 
1.8715 
1.8715 
1.8715 
1.8715 
1.8715 
1.8715 
1.8715 
1.8715 
1.8715 
1.8715 
1.8715 
1.8715 
1.871 5 
1.8715 
1.8715 
1.8715 

2.1149 
2.1149 
2.1149 
2.1149 
2.1149 
2.1149 
2.1149 
2.1149 
2.1149 
2.1149 
2.1149 
2.1149 
2.1149 
2.1149 
2.1149 
2.1149 
2.1149 
2.1149 
2.1149 
2.1149 
2.1149 
1.8153 
1.8153 
1.8153 
1 .81 53 
1.8153 
1.8153 
1.8153 
1.8153 
1.8153 
1.8153 
1.8153 
1.8153 
1.8153 
1.8153 
1.8153 
1.8153 
1.8153 
1.8153 
1.8153 
1.8153 
1.8153 
1.8T53 
1.8153 
1.8153 
1.8153 
1.8153 
1.8153 
1.8153 

2.0149 
2.0149 
2.0149 
2.0149 
2.0149 
2.0149 
2.0149 
2.0149 
2.0149 
2.0149 
2.0149 
2.0149 
2.0149 
2.0149 
2.0149 
2.0149 
2.0149 
2.0149 
2.0149 
2.0149 
2.0149 
1.7296 
1.7296 
1.7296 
1.7296 
1.7296 
1.7296 
1.7296 
1.7296 
1.7296 
1.7296 
1.7296 
1.7296 
1.7296 
1.7296 
1.7296 
1.7296 
1.7296 
1.7296 
1.7296 
1.7296 
1.7296 
1.7296 
1.7296 
1.7296 
1.7296 
1.7296 
1.7296 
1.7296 

1.8409 
1.8409 
1.8409 
1.8409 
1.8409 
1.8409 
1.8409 
1.8409 
1.8409 
1.8409 
1.8409 
1.8409 
1.8409 
1.8409 
1.8409 
1.8409 
1.8409 
1.8409 
1.8409 
1.8409 
1.8409 
1.5802 
1.5802 
1.5802 
1.5802 
1,5802 
1.5802 
1.5802 
1.5802 
1.5802 
1.5802 
1.5802 
1.5802 
1.5802 
1.5802 
1.5802 
1.5802 
1.5802 
1.5802 
1,5802 
1.5802 
1.5802 
1.5802 
1.5802 
1.5802 
1.5802 
1.5802 
1.5802 
1.5802 
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Attorney General Data Request Set 1 
Question No. 124 

Columbia Gas of Kentucky Respondent: Mark Balmert (a -e) 
Bill Gresham (f) 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL I O ,  2007 

PSC CASE NO. 2007-00008 

July45 
August-05 

September-05 
October45 

November-05 
December45 

January-06 
February46 

March-06 
April-06 
May-06 

June-06 
July-06 

August-06 
Seotember-06 

0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 

c. Total bill per customer, 

- GSR 

January-01 
February41 

March-01 
April-01 
May-01 

July-01 
August-01 

September-01 
October-01 

November-01 
December41 

January-02 
February-02 

March42 
April42 
May-02 

June42 
July-02 

August-02 
Septem ber-02 

October-02 
November42 
December42 

January43 

June-01 

Total bill 

Customer 
per 

215.74 
152.09 
140.87 
94.72 
38.45 
27.70 
20.32 
18.61 
19.18 
29.57 
55.87 
67.99 

135.22 
105.41 
96.46 
64.78 
32.08 
24.76 
17.23 
16.57 
14.88 
19.06 
49.11 

111.00 
136.05 

1.8715 
1.8715 
1.8715 
1.6715 
1.871 5 
1.8715 
1.8715 
1.8715 
1.8715 
1.8715 
1.8715 
1.8715 
1.8715 
1.8715 
1.8715 

1.8153 
1.8153 
1.8153 
1.8153 
1.8153 
1.8153 
1.8153 
1.8153 
1.8153 
1.8153 
1.8153 
1.8153 
1.8153 
1.8153 
1.8153 

1.7296 
1.7296 
1.7296 
1.7296 
1.7296 
1.7296 
1.7296 
1.7296 
1.7296 
1.7296 
1.7296 
1.7296 
1.7296 
1.7296 
1.7296 

1.5802 
1.5802 
1.5802 
1.5802 
1.5802 
1.5802 
1.5802 
1.5802 
1.5802 
1.5802 
1.5802 
1.5802 
1.5802 
1.5802 
1.5802 
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Attorney General Data Request Set 1 
Question No. 124 

Columbia Gas of Kentucky Respondent Mark Balmert (a - e) 
Bill Gresham (f) 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL I O .  2007 

February-03 
March-03 

April-03 
May-03 

June-03 
July-03 

August-03 
September-03 

October-03 
November-03 
December-03 

January04 
Febmary-04 

March-04 
April-04 
May-04 

June04 
July-04 

August-04 
September-04 

October-04 
November-04 
December-04 

January-05 
February-05 

March-05 
April-05 
May-05 

June-05 
July-05 

August-05 
September-05 

October-05 
November-05 
December-05 

January-06 
February-06 

March-06 
April-06 
May-06 

June06 
July-06 

August-06 
SeDtem ber-06 

145.88 
136.22 
76.1 1 
40.13 
25.26 
19.14 
17.34 
20.25 
33.83 
56.52 

130.93 
167.97 
203.15 

94.61 
43.09 
21.74 

79.45 
16.21 
24.14 
43.15 

119.10 
170.26 
171.70 
141.17 
91.21 

25.66 
19.75 
17.67 

21.91 
68.02 

192.65 
224.37 
157.94 
139.12 
90.42 
40.97 
25.30 
18.42 
17.61 
17.16 

138.76 

19.80 

48.48 

18.68 

Total bill 
per - GSO Customer 
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January-01 
February-01 

March-01 
April-01 
May-01 

June-01 
July-01 

August-01 
September-01 

October-01 
November-01 
December-01 

January-02 
February-02 

March-02 
April-02 
May-02 

June-02 
July-02 

August-02 
Septem ber-02 

October-02 
November-02 
December-02 

January-03 
February-03 

March-03 
April-03 
May-03 

June-03 
July-03 

August-03 
September-03 

October-03 
November-03 
December-03 

January-04 
February-04 

March-04 
April-04 
May04 

June-04 
July-04 

August-04 
Septem ber-04 

October-04 
November-04 
December-04 

January-05 

Attorney General Data Request Set 1 
Question No. 124 

Columbia Gas of Kentucky Respondent: Mark Balmert (a - e) 
Bill Gresham (r) 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL 10,2007 

PSC CASE NO. 2007-00008 

928.24 
628.53 
589.72 
382.25 
181.39 
124.50 
113.64 
88.52 
93.49 

139.90 
222.86 
267.66 
514.27 
422.03 
357.06 
251.09 
124.44 
99.08 
90.99 
76.98 
72.70 
96.17 

192.49 
427.15 
537.05 
574.09 
539.02 
293.84 
177.15 
123.82 
96.90 

104.15 
107.39 
168.76 
230.61 
544.44 
754.08 
613.65 
536.05 
371.20 
191.17 
11 9.03 
93.16 

108.55 
100.74 
120.21 
196.53 
476.73 
697.22 
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Attorney General Data Request Set 1 
Question No. 124 

Columbia Gas of Kentucky Respondent: Mark Balmert (a - e) 
Bill Gresham (f) 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL 10,2007 

PSC CASE NO. 2007-00008 

February-05 691.12 
March-05 577.54 

April-05 350.34 
May-05 196.06 

June-05 137.50 
July-05 105.37 

August-05 114.10 

October-05 143.25 
November-05 422.30 
December-05 858.74 

January46 1,028.19 
February-06 731.11 

March-06 634.15 
April-06 420.63 
May-06 256.64 

June-06 155.30 
July-06 113.50 

August-06 125.98 
September-06 120.04 

September-05 95.44 

d. Number of customers. 

- GSR Customers 

January-01 117,419 
February-01 116,503 

March-01 105,363 
ApWOl 95,764 
May-01 90,974 

June-01 87,008 
July-01 86,265 

August-01 86,133 
September-01 86,403 

October-01 84,620 
November-01 83.574 
December-01 81,530 

January-02 81,366 
February-02 81,437 

March-02 81.832 
April-02 81,551 

June02 80.729 
July-02 80,545 

August-02 80.658 
Septem ber-02 81,246 

October-02 82,344 
November-02 84.247 

May-02 81,012 
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Attorney General Data Request Set 1 
Question No. 124 

Columbia Gas of Kentucky Respondent: Mark Balmert (a -e) 
Bill Gresham (9 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL IO, 2007 

PSC CASE NO. 2007-00008 

December-02 86,178 
January-03 87,158 

February-03 87,582 
March-03 87.767 

April-03 87,162 

June-03 84,725 
July-03 83.1 17 

August-03 83,246 
September-03 83,538 

October-03 84,891 
November-03 85.431 
December-03 86.742 

January-04 87,383 
February-04 87,778 

March-04 87,528 
April-04 87,041 
Map04 86.265 

June04 85,592 
July-04 86,749 

August-04 86,604 
September-04 86.738 

October-04 87,550 
November-04 89,248 
December-04 90,963 

January-05 91,832 

May-03 86,461 

February-05 92.083 
March-05 92,310 

May-05 90,839 
Apri-05 91,763 

June-05 89,933 
July-05 89,360 

August-05 89,158 
September-05 89,209 

October-05 95,958 
November-05 97,877 
December-05 99,692 

January-06 100,303 
February-06 98,811 

March-06 98,361 
April-06 97,661 
May-06 96,487 

June-OB 95.983 
July-OB 95,335 

August-06 95,399 
September-OB 95,609 - GSO Customers 
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Attorney General Data Request Set 1 
Question No. 124 

Columbia Gas of Kentucky Respondent: Mark Balmert (a -e) 
Bill Gresham (f) 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL 10,2007 

PSC CASE NO. 2007-00008 

January-01 12,460 
February41 12,296 

March-01 10,985 
April-01 10,357 
May-01 10,131 

July-01 9,624 
August-01 9,570 

September-01 9,536 
October-01 9,606 

November-01 9,565 
December-01 9,244 

January-02 9,297 
February-02 9,324 

March-02 9.368 
April-02 9,346 
Map02 9,254 

June-02 9,230 
July-02 9,162 

August-02 9.162 
September-02 9,196 

October-02 9,276 
November-02 9,518 
December-02 9,732 

January-03 9,911 
February-03 9,964 

March-03 9,987 
April-03 9,940 
May-03 9.874 

June-03 9,703 
July-03 9,228 

August-03 9.183 
September-03 9,180 

October-03 9,270 
November-03 9,263 
December-03 9,423 

January-04 9,441 
February-04 9,499 

March-04 9,490 
April-04 9,460 
May-04 9,369 

June-04 9,314 
July04 9,382 

August-04 9,356 
September-04 9,403 

October-04 9,456 
November-04 9,628 
December-04 9.851 

June-01 9,715 

January-05 10,014 
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Attorney General Data Request Set 1 
Question No. ?24 

Columbia Gas of Kentucky Respondent: Mark Balmert (a - e) 
Bill Gresham (f) 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL 10,2007 

PSC CASE NO. 2007-00008 

February-05 10,063 
March-05 10.078 

April-05 10,064 
Map05 9,982 
June05 9.942 
July-05 9.871 

August-05 9.872 
September-05 9,838 

October-05 10,898 
November-05 11,064 
December-05 11.282 

January-06 11,290 
February-06 11,156 

March-06 11,061 
April-06 10,910 
May-06 10.784 

June-06 10,719 
July-06 10,697 

August-06 10,636 
September-06 10,634 

e. Mcf per customer. 

Mcf per 
GSR Customer 

January-01 21.3 
February-01 14.8 

March-01 12.2 
April-01 8.4 
May-01 2.9 

June01 1.9 
July-01 I .4 

August-01 1.3 
September-01 1.3 

October-01 2.4 
November-01 5.2 
December-Of 7.4 

January-02 15.5 
February-02 11.9 

March-02 11.9 
April-02 7.7 
May-02 3.4 

June02 2.2 
July-02 1.3 

August-02 1.2 
September-02 1.2 

October-02 1 .a 
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Attorney General Data Request Set 1 
Question No. 124 

Columbia Gas of Kentucky Respondent: Mark Balmert (a - e) 
Bill Gresham (f) 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL I O ,  2007 

November-02 
December-02 

January-03 

March-03 
April-03 
May-03 

June-03 
July-03 

August-03 
September-03 

October-03 
November-03 
December-03 

January-04 
February-04 

March-04 
April-04 
May-04 

June-04 
July-04 

August-04 
September-04 

October-04 
November-04 
December-04 

January-05 
February-05 

March-05 
April-05 
May-05 

June-05 
July-05 

August-Of, 
September-05 

October-05 
November-05 
December-05 

January-06 

March-06 
April-06 
May-06 

June-06 
July-06 

August-06 
September-06 

February-03 

February-06 

6.2 
13.3 
16.5 
17.7 
13.9 
6.2 
3.0 
2.0 
1.3 
1.2 
1.2 
2.4 
4.4 

10.7 
15.6 
16.9 
11.3 
7.6 
3.2 
1.4 
1.2 
1.2 
1.2 
1.8 
3.7 
9.4 

13.7 
13.8 
12.4 
7.8 
3.9 
1.7 
1.2 
1 .o 
1.1 
1.4 
4.4 

11.3 
13.3 
11.3 
10.4 
6.6 
2.7 
1.6 
1.1 
1.0 
1.1 

Mcf per 
- GSO Customer 
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Attorney General Data Request Set 1 
Question No. 124 

Columbia Gas of Kentucky Respondent: Mark Balmert (a -e) 
Bill Gresham (f) 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL 10,2007 

PSC CASE NO. 2007-00008 

January-01 
February-01 

March-01 
April-01 
May-01 

June-01 
July41 

August-01 
September-01 

October-01 
November-01 
December-01 

January-02 
February-02 

March-02 
A p r i l -02 
May-02 

June-02 
July-02 

August-02 
September-02 

October-02 
November-02 
December-02 

January-03 
February-03 

March-03 
April-03 
May-03 

June-03 
July-03 

August-03 
September-03 

October-03 
November-03 
December-03 

January-04 
February-04 

March-04 
April-04 
May-04 

June-04 
July-04 

August-04 
September-04 

October-04 
November-04 

93.3 
62.4 
51.8 
34.6 
14.5 
9.4 
9.3 
7.3 
7.6 

12.5 
21.2 
30.0 
60.1 
48.8 
44.7 
30.5 
13.7 
9.6 
8.6 
6.9 
7.5 

10.9 
25.0 
52.2 
66.4 
71.2 
55.7 
24.3 
14.0 
10.7 
8.0 
8.7 
7.7 

13.1 
18.4 
45.3 
63.3 
68.4 
44.2 
30.1 
14.7 
9.0 
6.7 
8.1 
8.3 

10.2 
17.8 
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Attorney General Data Request Set 1 
Question No. 124 

Columbia Gas of Kentucky Respondent Mark Balmett (a -e) 
Bill Gresham (r) 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL I O ,  2007 

December-04 38.3 
January-05 56.8 

February-05 56.3 
March-05 51.3 

April-05 30.5 
May-05 16.3 
June-05 10.3 
July-05 7.5 

August-05 8.3 
September-05 6.9 

October-05 11.2 
November-05 28.7 
December-05 51.2 

January-06 61.5 
February-06 53.2 

March-06 48.1 
April-06 31.4 
May-06 18.6 

June-OB 11.6 
July-06 8.1 

August-06 9.1 
September-06 10.0 

f. Weather normalized Mcf per customer. 

Normalized 
Mcf per 

- GSR Customer 

January-01 16.6 
February-01 15.2 

March-01 12.0 
April-01 7.8 
May-01 3.7 

June-01 1.9 
July-01 1.4 

August-01 1.3 
September-01 1.3 

October-01 2.2 
November-01 5.7 
December-01 10.5 

January-02 15.7 
February-02 14.5 

March-02 11.9 
April-02 7.8 
May-02 3.5 

June-02 1.7 
July-02 1.3 
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Attorney General Data Request Set 1 
Question No. 124 

Columbia Gas of Kentucky Respondent: Mark Balmert (a -e) 
Bill Gresham (f) 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL IO, 2007 

1.2 August-02 
September-02 

October-02 
November-02 
December42 

January-03 
February-03 

March-03 
April-03 
May-03 

June-03 
July-03 

August-03 
September-03 

October-03 
November-03 
December-03 

January-04 
February-04 

March-04 
April-04 
May-04 

June-04 
July-04 

August-04 
September-04 

October-04 
November-04 
December-04 

January-05 
February-05 

March-05 
April-05 
May-05 

June-05 
July-05 

August-05 
September45 

October-05 
November-05 
December-05 

January-06 
February.06 

March-06 
April-06 
May-06 

June-06 
July06 

August-06 

1.2 
2.1 
5.3 

11.0 
16.0 
14.3 
12.6 
7.7 
3.6 
1.7 
1.3 
1.2 
1 :2 
2.1 
5.2 

10.8 
15.6 
14.3 
11.9 
7.5 
3.6 
1.5 
1.2 
1.2 
1.2 
1.9 
5.0 

10.2 
15.5 
13.8 
10.9 
8.0 
3.2 
1.8 
1.2 
1 .o 
1.1 
1.7 
4.5 
9.8 

15.0 
12.6 
10.2 
6.8 
3.1 
1.5 
1.1 
1 .o 
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Attorney General Data Request Set 1 
Question No. 124 

Columbia Gas of Kentucky Respondent: Mark Balmert (a - e) 
Bill Gresham (f) 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL 10,2007 

September-06 

- GSO 

January-01 
February-01 

March-01 
April-01 
May-01 

June-01 
July-01 

August-01 
September-01 

October-01 
November-01 
December-01 

January-02 
February-02 

March42 
April-02 
May-02 

June-02 
July-02 

August-02 
September-02 

October-02 
November-02 
December-02 

January03 
February-03 

March-03 
April-03 
May-03 

June-03 
July-03 

August-03 
September-03 

October-03 
November-03 
December-03 

January-04 
February-04 

March44 
April-04 
May-04 

June04 
July-04 

1 .o 
Normalized 

Mcf per 
Customer 

73.7 
64.0 
51.2 
32.4 
18.3 
9.4 
9.3 
7.3 
7.6 

11.6 
23.1 
41.1 
60.7 
58.5 
44.6 
31.0 
14.1 
8.5 
8.6 
6.9 
7.5 

12.7 
21.7 
43.9 
64.8 
58.4 
50.9 
28.9 
16.1 
9.5 
8.0 
8.7 
7.7 

11.5 
20.9 
45.5 
63.3 

46.3 
29.6 
16.5 
9.8 
6.7 

58.5 
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Attorney General Data Request Set 1 
Question No. 124 

Columbia Gas of Kentucky Respondent: Mark Balmert (a - e) 
Bill Gresham (f) 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL 10,2007 

August-04 8.1 
September-04 8.3 

October-04 10.5 
November-04 22.7 
December-04 41.1 

January-05 63.6 
February-05 56.4 

March-05 45.9 
April-05 31.2 
Map05 14.2 

June-05 10.8 
July-05 7.5 

August-05 6.3 
September-05 6.9 

October-05 12.8 
November-05 29.1 
December-05 46.0 

January-06 67.8 
February-06 56.0 

March-06 47.5 
April-06 31.9 
May-06 19.9 

June-06 11.6 
July-06 8.1 

August-06 9.1 
September-06 9.8 
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Attorney General Data Request Set 1 
Question No. 125 

Columbia Gas of Kentucky Respondent: William Gresham 

C*llBUS Ui*lO" 
sod state Snldelmll I C O r n ~ , C , L ! ~  I L 6 " t l . l '  T i a n ~ ~ ~ f l a l l o n l l l  *"Srrtor. 

DLM6 I DOM 1 DtM6 , D W d i  I D e M l  I Der45 1 OCt.06 I Dlld5 I Dorii6 I DOM3 

Kentucky 7.19 6.52 6.67 5.91 4.22 3.27 - - 5.62 4.60 
us Total 9.81 9.27 8.97 8.79 5.96 5.94 9.26 8.23 8.49 8.21 

-34% 41% KY V USTolal -27% -30% -26% 53% -29% -45% 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL 10.2007 

Question No. 125 

Please provide the electric cost information from the EIA alluded to on page 3 of 
Mr. Gresham's testimony. 
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Attorney General Data Request Set 1 
Question No. 125 (Cont‘d) 

Columbia Gas of Kentucky Respondent: William Gresham Table2 
Energy information Administrati 
Electlc Power Annual with data for 2005 
Repm Released: Oclober 4,2006 
Next Release Date: October 2007 

Table 5.6.A. Avernee Retail Ptiea of Ele~fr lc l t~  le Ullimat~ Cuslomers bv Eod-Use Sector. bv Slalc. Docamber 2006 and 2005 

- ~~~~~~~~~~~~~ 

Cemsus Dlvhlon 
and SIBID 

caoneetieut 17.91 13.42 14.92 11.56 13.14 9.58 13.21 8.98 15.98 12.14 
Maine 14.06 10.84 13.04 12.36 12.52 8.25 - .. 13.32 10.65 
MmBChUmt1S 16.94 14.9 14.66 13.05 13.37 10.13 4.86 4.48 15.24 13.23 
New Hampshire 14.89 14.18 13.48 13.27 13.04 14.04 - .. 13.99 13.79 
Rhade Island 14.25 15.01 12.57 13.5 12.13 11.67 - .. 13.16 13.82 
Vermont 13.34 12.92 11.74 11.47 8.16 7.97 .. 11.38 11.1 

NCW York 15.54 16.53 12.9 14.83 8.22 8.55 11.15 11.5 13.07 14.53 

11iinoim 7.68 7.38 7.48 7.2 4.69 4.44 5.06 5.05 6.69 6.39 
Indisoa 7.83 7.25 7.14 6.71 4.77 4.38 9.85 9.24 6.33 5.89 
Michigan 9.87 8.15 8.83 8.04 6.23 5.34 10.94 .. 8.46 7.19 
Ohlo 8.65 7.81 8.27 7.8 5.57 5.32 .. 7.49 6.96 
Wire*”Sio 10.2 9.69 8.25 7.78 5.8 5.51 - .. 8.08 7.7 

KCiWRS 6.98 7.24 5.9 6.29 4.45 4.89 - .. 5.86 623 
MinotsMa 8.05 8.05 6.71 6.57 5.1 5.3 7.16 6.17 6.67 6.68 
Mksouri 6.63 6.24 5.45 5.24 4.17 3.92 4.7 3.7 5.7 5.41 
Nebraska 6.44 6.2 5.81 5.52 4.24 3.94 .. 5.59 5.29 
North Daketa 6.35 6.33 5.81 5.93 3.96 3.92 - .. 5.54 5.58 

.. 

Delaware 12.67 8.68 11.72 7.55 4.5 6.83 .. 10.12 7.82 
Dimlct of Columbia 9.56 8.96 11.3 9.76 7.25 16.59 9.96 5.8 10.75 9.58 
Florida 11.21 9.81 9.92 8.31 7.43 6.68 IO.?$ 7.73 10.33 8.9 
Georgla 8.31 8.64 7.75 8.69 5.12 6.28 5.66 6.72 7.31 8.06 
Maryland 9.66 7.88 11.43 9.77 10.04 7.24 9.75 5.69 10.24 8.16 
Norlh Carolina 8.93 8.43 7.29 6.95 5.15 5 .. 7.57 7.22 
Swrh Csrolina 9 8.79 7.72 7.82 4.8 4.76 - .. 7.09 7.04 
vireioia 7.89 7.44 6.02 6.11 4.67 4.56 6.67 7.05 6.63 6.47 

Alabama 8.13 8.03 8.09 7.97 4.54 4.7 .. .. 6.66 6.67 
Keolucky 7.19 6.52 6.67 5.91 4.22 3.27 .. .. 5.62 4.88 
Missislippi 8.06 9.27 7.93 9.86 5.26 5.83 .. 7.06 8.18 

7.7 7.3 8.22 7.71 5.29 4.97 9.35 11.21 7.08 6.67 

Arkaonss 8.24 8.12 6.67 6.36 5.08 4.68 .. .. 6.64 6.37 
LoulPlIlns 8.28 9.74 8.47 10.15 5.94 8.28 - - 7.45 9.28 
Dklahnma 6.1s 7.46 5.57 6.98 4.37 5.29 - .. 5.48 6.7 

~ .~ ~ ~~ 

Texas 11.54 11.42 9.17 9.51 7.61 8.02 8.43 8.41 9.56 9.78 

Arizona 8.51 7.88 7.55 6.85 5. .. 7.09 
Colorado 8.42 9.62 6.97 8.47 5.48 6.38 - 4.22 7.15 8.38 
Idaho 5.67 6.08 4.67 5.28 3.3 I 3.69 - .. 4.78 5.21 
Montaoa 8.07 7.92 7.48 7.44 5.24 5.53 - .. 7.08 7.01 
Nevada 11.22 10.8 10.22 10.19 7.35 8.48 9.05 8.92 9.39 9.7 
New Mexico 8.59 9.2 7.54 8.04 5.22 6.39 7.16 7.9 
Utah 7.3 7.16 5.72 5.39 3.72 3.62 6.69 6.34 5.5 5.44 
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Attorney General Data Request Set 1 
Question No. 126 

Columbia Gas of Kentucky Respondent: William Gresham 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL 10.2007 

PSC CASE NO. 2007-00008 

Question No. f26 

Has the Company verified that its heating load varies from normal in direct 
proportion to the variation in HDD from normal? If so, provide the documentation for that 
verification. 

Response of Columbia Gas of Kentucky: 

direct proportion between HDD and temperature sensitive volume per customer. No 
verification procedure has been identified or performed. The direct proportion is not 
assumed across the heating season. In fact, the seasonal change in the relationship 
between customer consumption and HDD is one of the most important aspects to 
capture in weather normalization. The company has observed that 
volume/customer/HDD starts out low as the heating season begins (j.& when the 
ground, ground water and structures are retaining summer heat and not all furnaces are 
running) and builds as the season progresses. The ratio typically peaks during the 
March billing cycle then falls as the weather warms and furnaces are turned off. 

The company has made the assumption that within each billing month there is a 





Attorney General Data Request Set 1 
Question No. 127 

Columbia Gas of Kentucky Respondent: William Gresham 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL I O ,  2007 

Question No. 127 

Please provide any studies of the appliance penetration in the Company’s 
customer base. 

Response of Columbia Gas of Kentucky: 

The accompanying table summarizes the most recent saturation studies for Columbia 
Gas of Kentucky. These represent saturations of appliances for the Company’s 
customer base. The company has no market penetration studies. 

1987-1 999 RESIDENTIAL MARKET SATURATIONS* 
Columbia Gas of Kentucky 

GAS HEATING SYSTEMH 
GAS FURNACEBOILER 
GAS ROOM HEATER 

GAS WATER HEAT 
GAS RANGE 
GAS DRYER 
GAS LIGHT 
GAS LOGS 
GAS LIGHTER 
GAS GRILL 
GAS POOL HEATER ++ 
GAS HOT TUB HEATER++ 

ADD-ON HEAT PUMP+ 

1987 1990 1993 1996 1999 
98.0 98.6 98.4 98.4 97.1 
92.1 90.1 91.2 92.5 91.2 
12.7 13.1 9.8 9.3 9.4 

0.3 0.8 0.7 1.2 1.4 
87.2 86.9 85.0 82.1 81.7 
35.9 35.0 31.8 28.2 26.6 
7.9 8.2 6.8 6.2 6.9 
0.4 0.9 0.7 0.4 1.4 
4.6 9.0 12.2 15.9 25.7 

8.9 8.0 7.5 7.1 
6.6 4.4 3.7 3.6 4.9 
0.2 0.7 0.4 0.6 1 .o 

0.6 0.3 0.1 0.3 

* 1987 data is not available for Gas Lighter or Gas Hot Tub Heater 
** Gas Heating System combines Gas Furnace/Boiler and Gas Room Heater categories. 
+ Percentages have been reduced to reflect an error factor calculated by inspecting a random sample 

++ Percentages for single family homes only 
of the respondents’ homes 





Attorney General Data Request Set 1 
Question No. 128 

Columbia Gas of Kentucky Respondent: William Gresham 

Census Region 

Nalionai 
East North Central 
East South Central 
Middle Atlantic 
Mountain 
New EnQiand 
Pacific 
South Atlantic 
West North Centrai 
West South Centrai 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL 10,2007 

Percent Change 

64.3 62.8 60.6 62.0 61.9 58.9 55.9 -13.1% 
81.1 79.2 80.1 77.8 76.1 73.1 70.2 -13.4% 
64.9 64.2 61.3 62.2 60.8 58.7 55.9 -13.9% 
93.7 95.0 91.2 93.5 92.8 88.3 85.1 -9.2% 
80.6 77.9 75.8 76.4 71.8 72.0 70.5 -12.5% 
80.7 79.8 75.3 82.3 80.3 75.9 72.4 -10.3% 
43.8 40.9 40.0 41.8 40.6 40.4 37.3 -14.8% 
71.7 69.4 63.8 69.1 62.0 62.5 62.5 -12.8% 
80.1 79.5 79.8 80.4 78.3 75.9 70.2 -12.4% 
46.3 46.4 40.2 44.1 54.1 41.7 40.6 -12.3% 

2000 2001 2002 2003 2004 2005 2006 2o06vs2000 

Question No. 128 

Please provide any studies in the Company’s possession that would shed light 
on trends in penetration of gas as a fuel or in the gas use per customer. 

2000 2001 2002 2003 2004 2005 2006 2006~~2000 . Company 
Columbia Gas of Kentucky 90.2 85.9 84.0 84.4 81.8 78.6 73.6 -18.4% 
Columbia Gas of Ohio 103.8 101.1 100.1 98.8 95.3 91.4 87.7 -15.5% 
Columbia Gas of Maryland 103.0 93.5 92.4 94.1 91.9 87.8 82.5 -19.9% 
Columbia Gas of Pennsylvania 110.1 107.5 104.5 103.9 102.3 96.5 90.8 -17.5% 
Columbia Gas of Virginia 82.5 77.6 76.4 78.1 77.6 74.2 71.1 -73.7% 
Northern Indiana Publicservices 108.4 103.1 105.8 103.0 101.3 97.3 90.8 -16.3% 
Northem Utility. Maine 86.1 81.1 60.2 81.8 81.7 78.3 75.1 -12.8% 
Northern Utiiity, New Hampshire 96.0 91.2 88.8 87.7 92.6 84.9 83.4 -13.1% 
Bay State Gas Company 116.3 110.8 108.5 109.7 110.6 103.3 102.5 -11.8% 





Attorney General Data Request Set 1 
Question No. 129 

Columbia Gas of Kentucky Respondent: Judy Cooper 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL 10,2007 

PSC CASE NO. 2007-00008 

Question No. 129 

Please provide the four most recently approved Gas Cost Adjustment (GCA) 
calculations. If the Company has filed an application for a GCA that has not yet been 
approved, please provide the application. 

Response of Columbia Gas of Kentucky: 

The four most recently approved GCA calculations are attached. They are March 2007 
(Attachment I), December 2006 (Attachment Z),  September 2006 (Attachment 3), and 
June 2006 (Attachment 4). 



2007-00008 AG Set 1-1 29 Attachment 1 .pdf 

BEFORE THE 
PUBLIC SERVICE COMMISSION 

OF KrnUCKY 

COLUKBIA GAS OF KEBTUCKY, INC. 

CASE 2007 - 
GAS COST ADJUSTMENT AND REVISED RATES OF 

COLUMBIA GAS OF KENTUCKY, INC. PROPOSED TO BECOME 
EFFECTIVE MARCH 2007 BILLINGS 



Cf,lurnL.l;l Ga3 0.' Kentucky, Inc. 
Compxrisnn of Ctirrent and Proposwl OCA3 

Line 

Gommodity Cost of Gas 

2 Demand Cost of Gas 

3 Total: Expected Gas Cost (EGC) 

4 SAS Refund Adjustment 

5 Balancing Adjustment 

6 Supplier Refund Adjustment 

7 Actwl Cost Adjustment 

8 Gas Cos! Incentive Adjustment 

9 Cost of Gas to Tariff Customers (GCA) 

10 Transportation TOP Refund Adjustment 

11 Banking and Balancing Service 

12 Rate Schedule FI and GSO 
13 Customer Demand Charge 

2007-00008 AG Set 1-129 Attachment 1 .pdf 
December.06 March-07 
CURRENT PROPOSED 
$9.0113 $8.0468 

51.3899 

$10.4012 

($0.0002) 

$0.0006 

($0.0131) 

($1.9761) 

$8.4354 

$0.0000 

$0.0206 

$jJ@ 

$9.4131 

($0.0002) 

($1.141>8) 

($0.0007) 

($1.9761) 

.$.Q.g@ 

$6.3224 

$0.0000 

$0.0206 

DIFFERENCE 
($0.9645) 

1$0.0236) 

($0.9881) 

$0.0000 

($1.1414) 

$0.0124 

$0.0000 

ao.0051 

($2.1120) 

$0.0000 

$0.0000 

$6.5482 $6.566.2 $0.0180 



Columbla Gas of Kentucky, Inc. 
Gas Cost Adjusbieflt Clausa 
Gas Cost Recovery Rate 
Mar 07 ~ MaY (17 

Line 
- No. Descriotion 

1 Expected Gas Cost (EGC) 

2 Actual Cast Adjustment (ACA) 

3 SAS Refund Adjustment (PA) 

4 Supplier Refund Adjustment (RA) 

5 Balancing Adjustment (BA) 

6 Gas Cost Incentive Adjustment 

Schedule No. 1 

Schedule No. 2 

Schedule No. 5 

Schedule No. 4 

Total Refunds 

Schedule No. 3 

Schedule No. 6 

7 Gas Cost Adjustment 
8 Mar 07 ~ May 07 

9 Expected Demand Cost (EDC) per Mcf 
10 (Applicable to Rale'Schedule IS/SS and GSO) Schedule No. 1. Sheet 4 

2007-00008 AG Set 1-129 Attachment 1 .pdf 

- E x p i r e s  

$9.4131 

($1.9761) 8-3i-07 

($0.0002) 8-31-07 

($0.0007) 05-31-07 

DATE FILED: January 30,2007 BY J. M. Cooper 

($0.0007) 

($1.1408) 8-31-07 

$0.0051 2-28-08 
$0.02%0 5-31-07 

Total GCiA $0.0281 
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Columbia Gas of Kentucky, lnc. 
Expected Gas Cost for Sales Customers 
Mar 07 *May 07 

Line Volume A! 
Dh. __ NO. Description Reference Mcf - 

(1) (2) 
Storage Supply 

IncludoG storage activiiy for ;;Io3 customen only 
Cominodity Charge 

1 Wilhdrawai fl.419.000) . .  
2 Injection 2.089;OOO' 

3 1.419,OOO Withdrawals: gas cost includes pipeline fuel and commodity charges 

Total 
4 Volume 
5 cost 
6 Summary 

= 3  
sum(l:3) 

4 o r 5  

1,419,000 

1,419.000 

7 
8 
9 

10 

11 

12 
13 
14 

Flowlng Supply 
Excludes volumes injected into or wilhdrawn from storage. 
Net of pipeline retention volumes and cost. Add unit retention cost on line 17 

Non-Appalachian Sch.1. Sht. 5. Ln. 4 1.286.000 
Appalachian Supplies Sch.1. Sht. 6, Ln. 4 125,000 
Less Fuel Retention By Interstate Pipelines (171,000) Sch. 1,Shest 7, Lines 21,22 

Total 7 + 8 + 9  

Total Supply 
At City-Gate 
Lost and Unaccounted For 

Factor 
Volume Line 11 * 12 

Line 11 + 13 

Llne 6 + 10 

At Customer Meter 

1,240,000 

2,659.000 

-0.9% 

2,635,069 

15 Sales Volume Line 14 2,489,672 2,635,069 

Unlt Cos@ SlMCF 
Commodity Cost 

16 
17 
18 lnciuding Cost of Pipeline Retention Line 16 117 

Excluding Cost of Pipeline Retention 
Annualized Unit Cost of Retention 

Line 11 I Llne 15 
Sch. 1,Sheet 7. Line 24 

19 Demand Cost Sch.1, Sht. 2, Line 9 

20 Total Expected Gas Cost (EGC) Line 18 + 19 

Schedule No. I 

Sheet 1 

$7.6044 

$8.0468 

$1.3663 

$9.4131 

$0.0153 $21,711 
$0.0153 $31,962 

$7.1632 $10,164,539 

$10.218.212 
$10,218,212 

$9,117,688 
$809,000 

($1,212,314) 

$8,714,373 

$18.932.585 

A! BTU Factor 1.0584 DtWMCF 



Columbia Gas of Kentucky, Inc. 
GCA Unit DBmand Cost 
Mer 07 -May 07 

Line - No. Descriotion 

1 Expected Demand Cost: Annual 
Mar 2007 ~ Feb 2008 

Less Rate Schedule ISISS and GSO Customer 
Demand Charge Recovery 

' Less Storup Service Remveiy from Delivsty Somice 
Customers 

2007-00008 AG S e t  1-129 Attachment 1 .pdf 

Schedule No. 1 

Sheet 2 

Reference 

Sch. No.1. Sheet 3. Ln. 41 $20,018,209 

Sch. No.1, Sheet 4, Ln. 10 -$450,545 

-$228.832 

4 Net Demand Cost Applicable 1 + 2 + 3 $19,338,832 

Projected Annual Demand Sales + Choice 
Dee 2006 -Nov 2007 

At city-gate 
In Dth 
Heat content 

5 In MCF 

Lost and Unaccounted ~ For 
6 Factor 
7 Volume 5"6 

6 At Customer Meter 5 - 7  

9 Unit Demand Cost (7 I IO) To Sheet 1. line 19 

15,117,000 Dth 

14,282.880 MCF 
1.0584 Dth/MCF 

0.9% 
MCF 

14,154,334 MCF 

$1.3663 per MCF 
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Columbia Gas of Kentucky, Inc. 
Annual Demand Cost of Interstate Pipeline Capacity 
Mar 2007 - Feb 2008 

Line 
No. DeSCriDtiOn 

Columbia Gas Transmission Corporation 
Firm Storage Service (FSS) 

1 
2 

FSS Max Daily Storage Quantity (MDSQ) 
FSS Seasonal Contract Quantity (SCQ) 

Storap Service Transportation (:;ST) 
3 Summer Apr. ~ Sept. 07 
4 Winter 

5 Firm Transportation Service (FTS) 

6 Subtotal sum(l:5) 

Mar. 07, Oct - Dec. 07, Jan - Feb 08 

Columbia Gulf Transmlssion Company 
11 FTS ~ 1 (Mainline) 

Tennessee Gas 
21 Firm Transportation 

Central Kentucky Transmission 
31 Firm Transporiation 

Monthly 
Rate 

Dth $/Dth 

220,880 $1,5000 
11,264,911 $0.0288 

110,440 $4.1U50 
220,880 $4.1850 

20,014 $5.9410 

28,991 $3.1450 

20,506 $4.6236 

28.000 $0.5090 

Schedule No. 1 
Sheet 3 

Expected 
Annual 

# Demand 
Months Cost 

12 $3,975,840 
12 $3,893,153 

6 $2,773.148 
6 $5,546,297 

12 $1,426,838 

$17,615,277 

12 $1,094,120 

12 $1,137.788 

12 $171,024 

41 Total. Used on Sheet 2, line 1 $20,018,209 



Columbia Gas of Kentucky, Inc. 
Gas Cost Adjustment Clause 

2007-00008 AG Set 1-129 Atta&h?&hy.$df 
Sheet 4 

7xpected Demand Costs Recovered Annually From Rate Schedule ISlSS and GSO Customers 
.8ar 2007 - Feb 2008 

Line 
No. DescriRtion 

1 Expected Demand Costs (Per Sheet 3) 

City-Gate Capacity: 
Columbia Gas Transmission 

2 
3 

4 Centrai Kentucky Transportation 

5 Total 2 + 3 + 4  

6 

7 Total Capacity. Annualized Line 5/ Line 6 

Firm Storage Service - FSS 
Firm Transpoitation Service - FTS 

Divided by Average BTU Factor 

Monthly Unit Expected Demand Cost (EDC) of Daiiy Capacity 
8 Applicable to Rate Schedules IS/SS and GSO 

Line 1 / Line 7 

9 Firm Volumes of IS/SS and GSO Customers 

Expected Demand Charges to be Recovered Annually from 
Rate Schedule IS/SS and GSO Customers Line 8 * Line 9 

Capacity 
# 

Daily Months Annualized Units Annual Cost 
Dth Dth 
(1) (2) (3) (3) 

=(1)x(2) 

$20.018.209 

220.880 12 2,650,560 
20,014 12 240,168 

28,000 12 336,000 

3,226.728 Dth 

1.0584 DtNMCF 

3,048,685 Mcf 

$6.5662 /Mcf 

5.718 12 68,616 Mcf 

to Sheet 2. line 2 $450,545 
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Columbia Gas of Kentucky, lnc. 
Pion-Appalachian Supply: Volume and Cost 
Mar 07 - May 07 

C:ost includes transportation commodity cost and retention by the interstate pipelines, 

The volumes and costs shown are for sales customers only. 
but excludes pipeline demand costs. 

Schedule No. 1 
Sheet 5 

Total Flowing Supply Including Gas 
Injected Into Storage 

Line 
No. Month Volume PJ cost Unit Cost 

Dth $/Dth 
(1 ) (2) (3) 

= (2) I(1) 

1 Mar-07 26,000 $824,000 $31.69 
2 Apr-07 1,614,000 $10,566,000 $6.55 
3 May-07 1,735,000 $1 1,531,000 $6.65 

4 Total 1+2+3 3,375,000 $22,921.000 $6.79 

PJ Gross, before retention 

Net Storage 
Injection 

Dth 
(4) 

0 
(807,000) 

(1,282,000) 

(2,089,000) 

Net Flowing Supply for 
Current Consumption 

Volume cost 
Dth 
(5) (6) 

= (1) + (4) = (3) x (5) 

26,000 $824,000 
807,000 $5,283,000 
453,000 $3,010,688 

1,286,000 $9,117,688 



Columbia Gas of Kentucky, Inc. 
Aj)palachian Supply: Volums and Cost 
Mar 07 -May 07 

Line 
No. Month 

1 Mar-07 
2 Apr-07 
3 May-07 

56.000 $359,000 
38,000 $247,000 
31,000 $203,000 

2007-00008 AG Set 1-129 Attachment 1 .pdf 

Schedule No. 1 
Sheet 6 

4 Total I + 2 + 3  125,000 $809,000 
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Columbia Gas of Kentucky, Inc. 
Annualized Unlt Charge for Gas Retained by Upstream Pipeiines 
Mar 07. May 07 

Schedule No. I 
Sheet 7 

REtbntion costs are incurred proportionally to the volumes purchased, but recovery of the costs Is nHocated to quarter by volume consumed. 

Annual 

Mar 07 - May Sept - Nov Dee 07 ~ Feb Mar 2007. Feb 
!&& 07 June - Aug 07 07 08 2008 

Gas purchased by CKY for the remaining sales customers 
1 Volume Dth 3,500,000 4,633,000 2.478.000 1,504,000 12.115.000 
2 Commodity Cost including Transportation $23.730.000 $31,576,000 $17,459,000 $13,125,000 $85.890.000 
3 Unit cost $/Dth $7.0896 

Consumption by the remaining sales customers 
11 At city gate Dth 2,658,000 748.000 1,970,000 6,056,000 11,432,000 
12 Lost and unaccounted for portion 0.90% 0.90% 0.90% 0.90% 

At customer meters 
13 InDUI (100% ~ 12) * 11 Dlh 2,634,078 741.268 1,952,270 6.001.496 11,329,112 
14 Heat content DthlMCF 1.0584 1.0584 1.0584 1.0584 
15 in MCF 13/14 MCF 2,488.736 700,367 1,844,548 5,670,348 10,703,998 
16 Portion of annual line 15. quarterly1 annual 23.3% 6.5% 17.2% 53.0% 100.0% 

Gas retained by upstream pipelines 
21 Volume DW 171,000 200,000 124,000 173,000 668.000 

cost ToSheet l . l ine9 
22 Quarterly. Deduct from Sheet 1 3 ' 21 $1.417.912 $879.105 $1,226,494 $4,735.825 
23 Allocated to quarters by consumption $1.101.104 $309.867 $816,093 $2,508.761 $4,735,825 

To Sheet 1. tine 17 
24 Annualized unit charge 23/ 15 $/MCF 1-1 $0.4424 $0.4424 $0.4424 $0.4424 
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DETERMINATION OF THE BANKING AND 
BALANCiNG CHARGE 

FORTHE PERIOD DEGlNIIiNG DECEMBER 2006 

Line 
No. Descrlotlon - Dth - 

1 Total Storage Capacity. Shwt 3, line 4 11.264,911 

2 Net Transportation Volume 11,753,240 

3 Contract Tolerance Level @ 5% 587.662 

4 
5 to Transportation Customers 

Percent of Annual Storam Applicabie 

6 Seasonal Contract Quantity (SCQ) 
7 Rate 
8 SCQ Charge -Annualzed 
9 Amount Applicable To Transportation Customers 

10 
11 Rate 
12 Total Cost 
13 

FSS InjectJon and Withdrawal Charge 

Amount Applicable To Transportation Customers 

14 SST Commodity Charge 
15 Rate 

17 
16 TotalCost 

Amount Applicable To TransporMun Customers 

Schedule No. 1 

Sheet 8 

Amount 
For Transportation - Detail Customen 

5.22% 

$0.0288 
$3.893.153 

$203.223 

0.0306 
$344.706 

si7,994 

0.0157 

18 Total Cost Applicable To Transportation Customers 

19 Total Transportation Volume - Mcf 

20 Flex and Special Contract Transportation Volume ~ Md 

21 Net Transportation Volume - Mcf line 19 +line 20 

22 Banking and Balancing Rate - Mcf. Line 18 I line 21. To line 11 of the GCA Comparison 

Ilz&Bzz 
18,658,484 

(7,553,760) 

11,104,724 

depase 
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BALANCE ADJUSTMENT 



SchedueN 3 
2007-00008 AG Set 1-129 Attachrneg&gdl)& 

COLUMBIA GAS OF KENTUCKY. INC. 

CALCULATION OF BALANCING ADJUSTMENT 
TO BE EFFECTIVE MARCH 1,2007 

Line 
- No. Descrintion Detafl 

$ 

1 
2 

RECONCILIATION OF A PREVIOUS SUPPLIER REFUND ADJUSTMENT (a) 
Total adjustment to have been distributed to 

3 customers in Case No. 2005-00444 ($766) 
4 Less: actual amount distributed ($979) 

5 REMAINING AMOUNT 

6 RECQNClLlATlON OF A PREVIOUS SAS REFUND ADJUSTMENT la) 
7 Total adjustment to have been distributed to 
8 customers in Case No. 2005-00318 ($2,274) 
9 Less: actual amount distributed ($9381 

10 REMAINING AMOUNT 

11 RECONCILIATION OF A PREYJOUS BALANCING ADJUSTMENT la) 
12 Total adjustment to have been collected from 
12 customers in Case No. 2006-00062 ($7,860) 
13 Less: actual amount collected ('§8,849), 

14 REMAINING AMOUNT 

15 
16 
17 customers in Case No. 2005-00318 ($1 1,567,394) 
18 Less: actual amount collected ($6,693,862) 

RECONCILIATION OF PREVIOUS ACTUAL COST ADJUSTMENT 
Total adjustment to have been collected from 

Amount 
$ 

$213 

($1,336) 

$989 

19 REMAINING AMOUNT 

20 TOTAL BALANCING ADJUSTMENT AMOUNT 

21 
22 ended August 31,2007 

23 BALANCING ADJUSTMENT (BA) TO 
24 EXPIRE AUGUST 31,2007 

Divided by: projected sales volumes for the six months 

($4,873,512) 

($4,873,645) 

4,272.212 Mcf 



Case No. 2005-00444 

Expires: November 30,2006 

December 2005 
January 2006 
February 2006 
March 2006 
April 2006 
May 2006 
June 2006 
July 2006 
August 2006 
September 2006 
October 2006 
November 2006 
December 2006 

SUMMARY 
REFUND AMOUNT 

P e 2  5 
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Columbia Gas of Kentucky, Inc. 
Supplier Refund Adjustment 

Supporting Data 

Volume 

1,513,507 
1,867,283 
1,538,461 
1,422,086 

900,150 
41 8,455 
241,714 
167,752 
169,594 
199,642 
373,387 
958,530 

16.081 

($766.1 6) 

AMOUNT ACTUALLY REFUNDED ($979.07) 

TOTAL REMAINING TO BE 
COLLECTED $212.91 

Refund 
Rate 

($0.0001) 
($0.0001) 
($0.0001) 
($0.0001) 
($0.0001) 
($0.0001) 
($0.0001) 
($0.0001 ) 
($0.0001) 
($0.0001) 
($0.0001) 
($0.0001 ) 
($0.0001) 

Refund 
Amount 

($1 51.35) 
($1 86.73) 

($142.21) 
($153.85) 

($90.02) 
($41.85) 
($24.17) 
'($18.78) 
($1 6.96) 
($1 9.96) 
($37.34) 
($95.85) 
($1.61) 

($979.07) 

Refund 
Balance 

($766.16) 
($614.81) 
($428.08) 
($274.23) 
($1 32.02) 
($42.00) 
($0.15) 
$24.02 
$42.60 
$59.76 
$79.72 

$117.06 
$212.91 
$214.52 



Case No. 2005-00318 

Expires: August 31,2006 

September 2005 
October 2005 
November 2005 
December 2005 
January 2006 
February 2006 
March 2006 
April 2006 
May 2006 
June 2006 
July 2005 
August 2006 
September 2006 

SUMMARY 
REFUND AMOUNT 

AMOUNT ACTUALLY REFUNDED 

TOTAL REMAINING TO BE 
REFUNDED 

Page 3 of 5 
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Columbia Gas of Kentucky, lnc. 
SAS Refund Adjustment 

Supporting Data 

Refund Refund Refund 
-. Balance . Volume Rate Amount 

184,443 
238,197 
681,321 

1,522,244 
1,867,283 
1,638,461 
1,422,086 

900,150 
416,455 
241,714 
187.752 
169,594 

9.067 

($2,274.1 0) 

($938.09) 

($1,336.01) 

($O.OOOl ) 
($0.0001) 
($0.0001) 
($0.0001 ) 
($0.0001) 
($0.0001 ) 
($0.0001) 
($0.0001 ) 
($O.OOOl ) 
($0.0001) 
($0.0001) 
($0.0001) 
($0.0001 ) 

($18.44) 
($23.62) 
($68.13) 

($1 52.22) 
($1 86.73) 
($1 53.85) 
($142.21) 
($90.02) 
($41.85) 
($24.1 7) 
($1 8.78) 
($16.96) 
($0.91 ) 

($938.09) 

($2.274. I O )  
($2,255.66) 
($2,231.84) 
($2,163.71) 

($1,824.76) 
($1,670.91) 
($1,528.70) 
($1,438.68) 
($1,396.83) 
($1,372.66) 

($1,336.92) 
($1,336.01) 

($2.01 1.49) 

($1,353.88) 



Case No. 2006-00062 

Expires: 9/30/06 

Beginning Balance 
March 2006 
April 2006 
May 2006 
June 2006 
July 2006 
August 2006 
September 2006 

TOTAL SURCHARGE COLLECTED 

SUMMARY: 
SURCHARGE AMOUNT 

P;. a 4  5 2007-00008 AG Set 1-129 Attachmen&.p8 

Columbia Gas of Kentucky, Inc. 
Balancing Adlustment 

Supporting Data 

Surcharge 
Volume Rate 

1,435,192 -$0.0026 
919,924 -$0.0026 
428,787 -$0.0026 
247,784 -$0.0026 
189,505 -$0.0026 
173,351 -$0.0026 

9,066 -$0.0026 

($7.860.00) 

AMOUNT ACTUALLY COLLECTED ($8,849.38) 

AMOUNT TO BE COLLECTED $989.38 

Surcharge Surcharge 
Amount Balance 

($7,860.00) 
($3,731.50) ($4,128.50) 
($2,391.60) ($1,736.70) 
($1 ,I 14.85) ($621 8 5 )  

($644.24) $22.39 
($492.71) $51 5.1 0 
($450.71) $965.81 
($23.57) $989.38 

($8,849.38) 



Lo 

3 
> 

..- 

e, ln m a 

I 1. 

al gz 
rn 



2007-00008 AG Set 1-129 Attachment 1 .pdf 

PIPELINE COMPANY TARIFF SHEETS 
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DETAIL SUPPORTING 

DEMAND/COMMODITY SPLIT 
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PROPOSED TARIFF SHEETS 
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GAS COST INCENTIVE ADJUSTMENT 



Line 
NO. 

Sch4oIe 6 
2007-00008 AG Set 1-1 29 Attachment &p&f I 

COLUMBIA GAS OF KENTUCKY, INC. 

GAS COST INCENTIVE ADJUSTMENT 

DescriDtion 

1 Amount to be recovered 
For period April - October 2006 

2 Divided By: 
Projected Sales for the Twelve Months Ended February 26, 2008 

3 Gas Cost incentive Adjustment per Mcf 
Effective March 1,2007 - February 28,2008 

Amount 

$72,790.90 

14,283,000 

$ 0.0051 
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DETAIL SUPPORTING 

DEM?JD/COMMODITY SPLIT 
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COLUMBIA GAS OF KENTUCKY 
CASE NO. 2007- 

CALCULATION OF DEMAND/COMMODITY SPLIT OF GAS COST ADJUSTMENT FOR TARIFFS 

Effective March 2007 Billing Cycle 

$/MCF 
Demand Component of Gas Cost Adjustment 

Demand Cost of Gas (Schedule No. 1, Sheet 1, Line 19) $1.3663 
Demand ACA (Schedule No. 2, Sheet 1, Line 26) 0.0503 
Refund Adjustment ( Schedule No. 4) -0.0007 

-0.0002 
$1.4157 

SAS Refund Adjustment (Schedule No. 5)  
Total Demand Rate per Mcf e-- to Atl. E, line 21 

Commodity Component of Gas Cost Adjustment 

Commodity Cost of Gas (Schedule No. 1, Sheet 1, Line 18) $8.0468 
Commodity ACA (Schedule No. 2, Sheet I, Line 28) 
Balancing Adjustment (Schedule No. 3, Sheet 1, Line 21) 

-$2.0264 
-$I .I408 

Gas Cost Incentive Adjustment ( Schedule No. 6) $0.0281 
Total Commodity Rate per Mcf $4.9077 

CHECK: 

COST OF GAS TO TARIFF CUSTOMERS (GCA) 

$1.4157 

$6.3234 
$4.9077 

Calculation of Rate Schedule SVGTS - Actual Gas Cost Adjustment 

Crimmndity &CA (Schedule No. 2,  '&Rot 1, Line 28) 

Gas Cost Incentive Adjustment ( Schedule No. 6) 

-92.02cn 
-$I .I408 
$0.0283 

-$3.1391 

Balancing Adjustment (Schedule No. 3, Sheet I, Line 21) 

Total Commodity Rate per Mcf 
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Columbia Gas of Kentucky, Inc. 
CKY Choice Program 

100% Load Factor Rate of Assigned FTS Capacity 
Balancing Charge 

Mar 07 - May 07 

Line Contract 
No. Description Volume Retention 

Dth 
Sheet 3 

(1 ) (2) 

City gate capacity assigned to Choice marketers 
Contract 

'I CKTFTSlSST 28,000 0.644% 
2 TCOFTS I 20014 2.007% 
3 Tolal 46,014 

Assignment Proportions 
4 CKTFTSlSST 1 / 3  58.32% 
5 TCOFTS 213 41.68% 

Adjustment 
for retention 

Monthly # on 
demand months Assignment downstream 
charges AJ proportions pipe, if any 

Sheet 3 lines 4, 5 
(3) (4) (5) (6) = 

1 /(100%- 
C012) 

WDth 

Annual demand cost of capacity assigned to choice marketers 
6 CKTFTS $0.5090 12 0.5832 1.0000 
7 TCOFTS $5.9410 12 0.4168 1.0000 
6 Gulf FTS-1, upstream to CKT FTS 53.1450 12 0.5932 1.0065 
9 TGP FTS-A, upstream to TCO FTS $4.6238 12 0.4168 1.0205 

10 Total Oemand Cost of Assigned FTS, per unit 

11 100% Load FactorRate(lOl365days) 

Balancing charge, paid by Choice marketers 
12 Demand Cost Recovery Factor in GCA. per Mcf per CKY Tariff Sheet No. 5 
13 Less aedit for cost of assigned capacity 
14 Pius storage commodity casts incurred by CKY for the Choice marketer 

15 Balancing Charge, per Mcf sum(12:14) 

Annual costs 
$/Dth $/MCF 

(7) = 

3 '4 '5 '6  

53.5620 
$29.71 71 
$22.1512 
523.6021 

$79.0325 $83.6479 

$0.2292 

$1.4157 
($0.2292) 
'$0.1 199 

$1.3064 
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PIPELINE CQMPAETY T&?.IFF SHEETS 
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Central Kentucky Transmission Company Substitute Second Revised Sheet No. 6 
ERC  as Tariff Superseding 
riqinal Volume NO. 1 First Revisad Sl?eet No. e. 

Currently Effective Rates 
Applicable to Rate Schedules FTS and ITS 

Rate per Dth 

Annual 
Base Charge Total Daily 

Tariff Rate Adjustment Effective Rate Rate 

Rate Schedule FTS 
Reservation charge 
Maximum $ 0.509 - 
Minimum $ 0.509 - 

Commodity Charge 
Maximum C 0.00 0.00 
Minimum C: 0.00 0.00 

overrun c 1.67 0.00 

Rate Schedule ITS 
Commodity Charge 

Maximum C 1.67 0.00 
Minimum C 1.67 0.00 

RETAINAGE PERCENTAGE 
'ransportation Retainage 0.644% 

0.509 0.0167 
0.509 0.0167 

0.00 0.00 
0.00 0.00 
1.67 1.67 

1.67 1.67 
1.67 1.67 

cssued by: Claire Burum, Sr. Vice President Effective: October 1, 2006 
[ssued on: September 22, 2006 
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PROPOSED TARIFF SHEETS 



Substitute Revised Sheet No. 5 2007-00008 AG Set 1-129 Attachment 1 .pdf 
OLUMBIA GAS OF KENTUCKY, INC. P.S.C. Uy. N 

CURRENTLY EFFECTIVE BILLING RATES 

Base Rate 
Chame 

$ 

RATE SCHEDULE GSR 

First 1 Mcf or less per billing period 
Over 1 Mcf per biiiing period 

RATE SCHEDULE G90 

6.95 
1.8715 

Commercial or Industrial 
First I Mcf or less Der billina DeriOd 18.88 
Ne; 49 Mcf Der bjllino pezod 1.8715 
Next 350 Mci per billGg period 
Next 600 Mcf per billing period 
Over 1000 Mcf per billing period 

Delivew Service 
Administrative Charge 

Standbv Service Demand Charae 
Demand Charge times Daily Firm 
Vol. (Mcl) in Cust Serv Agrmt. 

Delivew Rate Per Mcf 
First 400 Mcf Der billina Deriod 

1.8153 
1.7296 
1.5802 

55.90 

1.8153 
Next 600 Mcf per billing period 
All Over 1000 Mcf per billing period 
Former IN8 Rate Per Mcf 
Banking and Balancing Service 

1.7296 
1.5802 
1.0575 

Total 
Gas Cost Adjustinen$' Billing 
Demand Commodity && 

$ $ $ 

1.41 57 4.9077 13.2734 
1.4157 4.9077 8.194C 

1.4157 4.9077 25.2034 
1.4157 4.9077 8.1945 
1.4157 4.9077 8.1387 
1.4157 4.9077 8.0531 
1.4157 4.9077 7.903f 

6.5662 

0.0206 

55.9( 

6.566: 

1.8153 
1.7296 
1.5802 
1.0575 
0.0206 

(continued on following shect) 

- I /  The Gas Cost Adjustment, as shown, is an adjustment per Mcf determined in accordance with the 
"Gas Cost Adjustment Clause" as set forth on Sheets 48 through 51 of this Tariff. The Gas Cost 
Adjustment applicable to a customer who is receiving semice under Rate Schedule GS, IN6, or 
IUS and received service under Rate Schedule SVGTS shall be $9.1041 per Mcf only for those 
months of the prior twelve months during which they were served under Rate Schedule SVGTS 

(I) Increase 

DATE OF ISSUE February 5,2007 

ISSUED BY: Herbert A. Miller, Jr. 

DATE EFFECTIVE: March 2007 Billing Cycle 
(March 1,2007) 

President 

R 
R 

R 
R 
R 
R 
R 

I 

R 
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OLUMBIA GAS OF KENTUCKY, INC. P.S.C. Ky. No. ! 

CURRENTLY EFFECTIVE BILLING RATES 

(Continuedl 

Ease Rate 
Charge 

$ 

RATE SCHEDULE GPR" 

First 1 M d  or less per billing period 
Over I Mcf per billing period 

RATE SCHEDULE GPO" 

6.95 
1.871 5 

Commercial or Industrial 
First 1 Mcf or less per billing period 
Next 49 Mcf per billing period 
Next 350 Mcf per billing period 
Next 600 Mcf Der biliina Deriod 

m.8a 
1.8715 
1.81 53 
1.7296 

Over I000 Mcf per billing period 

RATE SCHEDULE IS 

1.5802 

Customer Charqe oer billinq oeriod 
First 30.000 Mcf 

116.55 
0.5467 

Over 30,000 Mcf 0.2905 

Standbv Service Demand Charge 
Demand Charga times Daily Finn 
Volume (Mcf) in Cusbrner Servcce Agreement 

Deliverv Service1 
Administrative Charge 
First 30,000 Mcf 
Over 30,000 Mcf 
Banking and Balancing Service 
(continued on following sheet) 

Gas Cost Adjustment" Billing 
Demand Commodity Rate 

$ $ $ 

NIA 
N/A 

NIA 
NIA 
NIA 
NIA 
NIA 

6.5662 

55.90 
0.5467 
0.2905 

0.0206 

NIA 
NIA 

NIA 
NIA 
NIA 
NIA 
NIA 

4.9077 
4.9077 

NIA 
NIA 

NIA 
NIA 
NIA 
NIA 
NIA 

116.55 
5.4544 
5.1982 

6.5662 

55.90 

0.2905 
0.0206 

- I/ The Gas Cost Adjustment, as shown, is an adjustment per Mcf determined in accordance with the 
"Gas Cost Adjustment Clause" as set forth on Sheets 48 through 51 of this Tariff. 

- 21 IS Customers may be subject to the Demand Gas Cost, under the conditions set forth on Sheets 14 
and 15 of this tariff. 

- 31 Currently, there are no customers on this rate schedule. 

(I) - Increase 

DATE OF ISSUE January 30,2007 DATE EFFECTIVE: March 2007 Billing Cycle 
(March 1,2007) 

ISSUED BY: Herbert A. Miller, Jr. President 
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ILUMBIA GAS OF KENTUCKY, INC. P.S.C. Ky. No. ! 

CURRENTLY EFFECTIVE BILLING RATES 

(Continued) 

Total 
Base Rate Gas Cost Adlustmen$' Billing 
Charae Demand Commodity - Rate 

$ $ $ $ 

ATE SCHEDULE IUS 

:or All Volumes Deiivered Per Mcf 0.3038 1.41 57 4.9077 6.627: 
leliverv Service 
Administrative Charge 55.90 55.9( 
Delivery Rate Per Mcf 0.3038 1.41 57 1.71 9! 

Banking and Balancing Service 0.0206 0.0201 

IAINLINE DELIVERY SERVICE 

Administrative Charge 55.90 55.9( 

Banking and Balancing Service 0.0206 0.0201 
Delivery Rate Per Mcf 0.0858 0.0851 

- I/ The Gas Cost Adjustment, as shown. is an adjustment per Mcf determined in accordance with the 
"Gas Cost Adjustment Clause" as set forth on Sheets 48 through 51 of this Tariff. 

R - Reduction I- Increase 

R 

R 

DATE OF BSiSUE: January 30,2007 DATE EFFEGTNE March 2007 aiiliny Cycle 
(March I, 2007) 

ISSUED BY Herbert A. Miller, Jr. President 



Revised Sheet No. ; 
2007-00008 AG Set 1-129 Attachment 1 

P.S.C. Uy. No. :OLUMBIA GAS OF KENTUCKY, INC. 

CURRENTLY EFFECTIVE BILLING RATES 

RATE SCHEDULE SVGTS 

General Service Residential 

First 1 Mcf or less per billing period 
Over 1 Mcf per billing period 

General Service Other 

First 1 Mcf or less per billing period 
Next 49 Mcf per billing period 
Next 350 Mcf per billing period 
Next 600 Mcf per billing period 
Over 1000 Mcf per billing period 

intrastate Utiiitv Service 

For ail volumes per billing period 

Actual Gas Cost Adiustment 

For all volumes per billing period 

Rate Schedule SVAS 

Balancing Charge - per Mcf 

Delivew Charae Der Mcf 

$6.95 (Minimum Bill) 
1 .871 5 

$18.88 (Minimum Bill) 
1.8715 
1.81 53 
1.7296 
1.5802 

$ 0.038 

$ (3.1391) 

$ 1.3064 

tMTE OF iS5UE: ,Ja;litxy 30, 2QIX 

ISSUED B Y  Herbert A. Miller, Jr. 

DATE EFFECTIVE: Mamh 2007 B1Ni-q Cy& 
(March 1,2007) 

President 
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BEFORE TnE 
PUBLIC SERVICE COMMISSION 

OF KENTUCKY 

COLUMBIA GAS OF KENTUCKY. INC. 

CASE 2006- 

GAS COST A D J U S " T  AND REVISED RATES OF 
COLUMBIA GAS OF KENTUCKY, INC. PROPOSED TO BECOME 

EFFECTIVE DECEMBER 2006 BILLINGS 



nblaGas of Kentucky, Inc. 
parison d current and Proposed OCAS 

Commodity Cost of Gas 

Demand Cost of Gd9 ' 

Total: Expected Gas Cost (EGC) 

SAS Refund Adjuzknent 

Balancing Adjustment 

I Supplier Refund Adjustment 

' Aclual Cost Adjustment 

j Gas Cost Incentive Adjustment 

9 Cost of Gas to Tariff Customers (GCA) 

0 Transportation TOP Refund Adjustment 

1 Banking and Balancing Sewice 

12 Rata Schedule FI and O S 0  
13 Customer Demand Charge 

2007&9&&.& Set 1-129 Attachment 2.pdf 
DIFFERENCE 

$0.2641 

September46 
CURRENT PROPOSED 
$8.7472 $9.0113 

$10.0239 

($0.0002) 

$0.0006 

(50.0132) 

($1,6671) 

$.Qgg$g 

$8.3670 

$0.0000 

$0.0205 

$10.4012 

($0.0002) 

$0.0006 

($0.0131) 

($1.9761) 

$6.4354 

$0.0000 

$0.0206 

$0.3773 

$0.0000 

$0.0000 

$0.0001 

($0.3090) 

$ooooo 

$0.0684 

$0.0000 

$0.0001 

$6.5482 $6.5182 ($O.OOao) 



bla Gas of Kentucky, InC. 
ost Adjustment Clause 
os' weryRate 
.Fa 

Descriotion 

Expected Gas Cost (EGC) 

Actual Cc$l Adjustment (ACA) 

SAS Refund Adjustment (W 

supplier Refund Adjustment (m) 

schedule No. I 

Schedule No. 2 

Schedule No. 5 

Schedule No. 4 
Schedule No. 4 Case No. 2006- 

2007-00008 AG Set 3-129 Attachment 2.pdf 

Tote1 Refunds 

Schedule No. 3 

Schedule No. 6 

Balancing Adjustment (BA) 

, Gas Cost Incentive Adjustment 

' Gas Cost Adjustment 
3 Dec 06. Feb 07 

3 Expected Demand Cost (EDC) per Mcf 
3 (Applicable to Rate Schedule ISlSS and GSO) Schedule NO. 1, Sheet 4 

$10.4012 

($1.9761) 8-31-07 

($0.0002) 8-31-07 

($0.0007) 05-31-07 
($0.0124) 02-28-07 

' ($0.0131) 

$0,0006 8-31-07 

$0.0230 5-31-07 

ATE FILED: October 30,2006 B Y  J. M. Cooper 
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Columbia Gas of Kentucky, InC. 
Expected Gas Cost for Sales Customers 
Dee 06 - Fr(u 07 

Schedule No. 1 

Sheet 1 

Volume Ai Rate 
Mcf _. Dth. &t&m 
( 1 )  (2) (3) (4) 15) 

Line 
g& @&..@.% Oe~criotlan 

SIvrarjw Supply 

1 Withdrawal 
2 IniscCmn 

IncJudes storage activity lor ailes customers only 
Commodity Charge (4,737,000) $0,0153 $72.476 

$0.0153 $199 13,000 

3 Withdrawals: gas cost includes pipeline fuel and commodity charges 4.724.000 $7.7896 $36,797,968 

Total 
4 Volume 
5 cost 
6 Summary 

= 3  

40r5 
sum(l3) 

Flowlng Supply 
Excludes volumes Injected into or withdrawn tmm slorage. 
Net of pipeline retention volumes and cost Add unit retBnllM cast on line 17 

4,724,000 

4,724,000 

7 Nan-Appalachian Sch.1, Sht. 5, LR 4 1,336,000 
8 Appalachian Supplies Sch.1, Shl. 6. Ln. 4 199.000 
9 Less Fuel Retention By lnlerclate Pipelines Sch. 1.Sheet 7, Lines 21.22 (186,000) 

T + 8 + 9  1,349,000 10 Total 

Line 6 + 10 6.073.000 
Total Supply 

11 At City-Gate 

12 Factor .. . 
13 Volume Line 11 * 12 
14 AI Cuslomw Msler Line 11 + 13 

Losl and Unaccounted For 
-0.9% 

(54.6511 
6.018.343 

15 SalwsVolume Line 14 5,701,888 6,016,343 

Unlt Costs SlMCF 
Commodity Cost 

16 Excluding Cost of Pipeline Retention Line 11 /Line 15 
17 
18 Incluc.lt:g G1mI 01 Pijm%? RB~PM?.~  Line 16 4 17 

Annualized Unit Cost of Retention Sch. 1,Sheet 7. Line 24 

19 Demalld Cost Sch.1. Sht. 2, Line 9 

20 Total Expected Gas Cos1 (EGC) tine 18 t 19 

$8.6235 
g&2.g&! 
$9,0113 

$10.4012 

$36,870.643 
$36,870,643 

512,165,000 
$1,669,000 

($1,534,166) 

$12.299.834 

$49.170.477 

AI BTU Factor = 1.0555 DtWMCF 



Columbla Gas of Kentucky, Inc. 
GCA Unit Demand Cost 
Dec 06 - Feb 07 

2007-00008 AG Set 1-129 Attachment 2.pdf 

Schedule No. 1 

Sheet 2 

Line Description Reference 

1 Expected Demand Cost: Annual 
Dec 2006. Nov 2007 

$20,018,209 Sch. No.1, Sheet 3, Ln. 41 

Less Rate Schedule lS/SS and GSO Customer 
Demand Charge Recovery 

Sch. No.1. Sheet 4, Ln. 10 4449,310 

Less Storage Service Recovery from Delivery Sewice 
Customers 

-$224,887 

$19,344,012 4 Net Demand Cost Applicable 1 + 2 + 3 

Projected Annual Demand: Sales + Choice 
Dec 2006 -Nov 2007 

.At city-gate 
In Dth 
Heat content 

5 In MCF 

Lost and Unaccounted - For 
Factor 

5 ' 6  
6 
7 Volume 

8 At Customer Meter 5 - 7  

9 Unit Demand Cost (7 110) To Sheet 1 .  line 19 

14,823,000 Dlh 

14,043,561 MCF 
1.0555 Dth/MCF 

0.9% 
MCF 

13,917,189 MCF 

$1.3899 per MCF 
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Columbia Gas of Kentucky, he. 
Annual Demand Cost of Interstate Pipeline Capacity 
Dec 2006 - Nov 2007 

Line 
No. Oescriotion 

Schedule No. 1 
Sheet 3 

Expected 
Monthly Annual 

Rate # Demand 
0th $/Oth Months cost 

Columbia Gas Transmission Corporation 
Firm Storage Service (FSS) 

1 FSS Max Daily Storage Quantity (MOSQ) 220,880 $1.5000 12 $3,975,840 
2 FSS Seasonal Contract Quantity (SCQ) 1 1.264.91 1 $0.0288 12 $3,893,153 

Storage Service Transpodation (SST) 
3 Summer Apr. - Sept. 07 110,440 $4.18517 6 52,773,148 
4 Winter Dec. 06 - Mar. 07, Oct - Nov. 07 220,880 $4.1850 6 $5,546,297 

5 Firm Transportation Service (FTS) 20,014 $5.9410 12 $1,426,838 

6 Subtotal sum(l5) $17,615,277 

Columbia Gulf Transmission Company 
11 FTS - 1 (Mainline) 

Tennessee Gas 
21 Firm Transportation 

Central Kentucky Transmission 
31 Firm Transportation 

41 Total. Used on Sheet 2, line 1 

28.991 $3.1450 12 $1,094,120 

20,506 $4.6238 12 $1,137,788 

26,000 $0.5090 ' 12 $1 71,024 

$20,018,209 



Schcdvle No. 1 Columbia Gas of Kentucky, InC. 
< Tost Adjustment Clause 
t..-*~ted Demand costs Recovered Annually From Rate Schedule ISlSS and GSO Customers 

2OO7-00008 AG Set 1-729 A t t a c b a  2,pdf 

Dei 06 - Feb 07 

Line 
No. Descrlption 

1 Expected Demand Costs (Per Sheet 3) 

City-Gate Capacily: 
Columbia Gas Transmission 

2 
3 Firm Transportation Service. FTS 

4 Central Kmtucky Transportation June 06 - May 07 

5 Total 2 + 3 + 4  

6 

7 Total Capacily . Annualized Line 51 Line 6 

Firm Storage Sewice - FSS 

Divided by Average BTU Factor 

Monthly Unit Expected Demand Cost (EDC) of Daily Capacity 

Line 1 I Line 7 

9 Firm Volumes of ISlSS and GSO CUStOmeiS 

Expected Demand Charges to be Recovered Annually from 
lo Rate Schedule wss and GSO Customers Line B * Line 9 

6 Applicable lo Rate Schedules IS/SS and GSO 

Capacity 
# 

Dailv Months Annuakrd Unlts Annual C03t 

$20,018,209 

220,880 12 2,650,560 
20,014 12 2410,168 

28,000 12 336,000 

3,228,726 Dlh 

1.0555 DthlMCF 

3,057,061 Mcf 

$6.5482 /Mcf 

12 68.616 Mcf 5.718 

to Sheet 2. line 2 $449,310 
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Columbia Gas af Kentucky, Inc. 
Non-Appalachian Supply: Volume and Cost 
Dec Q6 - Feb 07 

Cost includes transportation commodity cost and retention by the interstate pipelines, 

The volumes and costs shown are for sales customers only. 
but excludes pipeline demand costs. 

Schedule No. 1 
Sheet 5 

Total Flowing Supply Including Gas 
Injected Into Storage 

Line 
No. Month Volume N cost Unit Cos! 

Dth $/Dlh 
(1 ) (2 1 (3) 

= (2) (1) 

1 Dec-06 543,000 $4,747.000 $8.74 
2 Jan-07 554,000 $5,073,000 $9.16 
3 Feb-07 239,000 $2,345,000 $9.81 

4 Total 1 +2+3 1,336,000 $12,165,000 $9.1 1 

N Gross, before retention. 

Net Storage 
Injection 

Dth 
(4) 

Net Flowing Supply for 
Current Consumption 

Volume cost 

(5) (6) 
Dth 

= (1) + (4) = (3) x (5) 

543,000 $4,747,000 
554,000 $5,073,000 
239,000 $2,345,000 

1,336,000 $12,165,000 



Columbia Gas of Kentucky, Inc. 
Appalachian Supply: Volume and Cost 
Dec 06 - Feb 07 

Line 
No. Month _. Dth 

(2) 

1 Dec-06 
2 J a n 4 7  
3 Feb-07 

70,000 
G6.000 
63,000 

4 Total 1 + 2 + 3 199,000 

@& 
(3) 

$571,000 

$538,000 

$1,669,000 

gsso,ooo 

2007-00008 AG Set 1-129 Attachment 2.pdf 

Schedule No. 1 
Shoe1 6 
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Columbia Gas of Kentucky, InC. 
Annualized Unit Charge for GITS Retained by Upstream Pipelines 
Dec06 - F & o ~  

Retention costs are Incurred proportionally to !he volumes purchased, but recoven/ of the costs IS allonted to quarlsr by VoIUlnB C m U m E d .  

Gihwule No. 1 
Sheet 7 

- U"& 

i Volume Dth 
Gas purchased by CKY for the remaining sales customers 

2 Commodily Cost including Transportation 
3 Unitcml $IDth 

Consumption by the remaining sales customers 
11 Atcity gate Dth 

13 In Dth (100% - 12)' 11 Dth 

12 Lost and unaccounted for portion 
At customer meters 

74 Heat content DthlMCF 
15 tnMCF 13/14 MCF 
16 Portion of annual line 15, quarterly/ annual 

Gas retained by upslream pipelines 
21 Volume Dth 

Dac 06 ~ Feb June ~ Aug Sept ~ Nov 
07 Mar- May07 07 07 

1,535,000 3,394.003 4.505.000 2,415,000 
$13.834.000 527,408,000 836,529,000 S19.962.000 

6,066,000 
0.90% 

8,011,406 
1.0555 

5,695,316 
53.7% 

1a8.000 

cost 
22 Quarterly. Deduct from Sheet 1 3 ' 21 
23 Allocated to quarters by consumption 82,208,687 

2,610,000 
0.90% 

2586.510 
1.0555 

2,450,507 
23.1% 

113,000 

$932,047 
$950,317 

To Sheet 1, line 17 
24 Annualized unit charge 23115 VMCF $0.3878 

697,000 
0.90% 

690,727 
1.0555 

654.407 
6.2% 

114,000 

$940,296 
$253.782 

50.3878 

1,931,000 
0.90% 

1,913,621 
1.0555 

17.1% 
1.ai3.000 

86,000 

$709,346 
$703,089 

$0.3878 

Annual 

Dec 2006 - 
Nov 2007 

11,304,000 

11,202,264 

10,613,230 
100.0% 

499,000 

$4.1 15.855 
$4,115.855 

$0.3878 
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COLUMBIA GAS OF KFNTUCKY. TNC. Schedule No. 1 -- 
Sheet 8 

DETERMINATION OF THE BANKING AND 
BALANCING CHARGE 

FOR THE PERIOD BEGINNING DECEMBER 2008 

Line 
&& DescriMolon g.Q 

1 T O I ~  Storase Capacity, Sheet% line4 11,284,911 

2 Net Transportation Volume f1.517.967 

3 Mnlract Tolerance Level @ 5% C.7,23R 

4 
5 IO TransportaUon Customers 

6 Seasonal Contract Quantity (SCQ) 
7 Rate 
8 SCQ Charge -Annuallzed 
9 

Percent of Annual Storage Applicable 

Amount Applicable To Transportallon CuSlOmem 

lo FSS loipction and Wdhdrawal Charge 
11 Rate 
12 TalalCost 
13 Amount Applicable To TtanspGflatIon Cuslomers 

14 SST Commodity Charge 
15 Rate 
16 TolalCost 
i 7  Amunt Applicable To Transprtalion Customers 

Amount 
For Transpottallon 

Q&g 

513% 

30.0288 
@sg&%i 

$199,719 

0.0306 
@&7B 

$17.683 

0.0157 

16 Total Cost ApplicableTo Transportallon Cuslomers mAm 
19 Tolai Transportation Volume - Md 18,058,484 

20 Flex and Special Contract TransporlalionVolume - Mcl (7.717.729) 

21 NelTransportalion Volume - Mcl line 19 + line 20 10.840.755 

22 Banking and Balancing Rate. McI. Line 18 I line 21. To line 11 of the GCA Comparison Wa!a 



2007-00008 AG Set 1-129 Attachment 2.pdf 

ACTUAL ADJUSTMENT 
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DETAIL SUPPORTING 

DEMAND/COMMODITY SPLIT 
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COLUMBIA GAS OF KENTUCKY 
CASE NO. 

CALCULATION OF DEMAND/COMMODITY SPLIT OF GAS COST ADJUSTMENT FOR TARIFFS 

Effective December 2006 Billing Cycle 

$/MCF 
Demand Component of Gas Cost Adjustment 

Demand Cost of Gas (Schedule No. 1, Sheet 1, Line 19) 
Demand ACA (Schedule No. 2, Sheet 1, Line 26) 
Refund Adjustment ( Schedule No. 4) 

$1.3899 
0.0503 

-0.0131 

$1.4269 
SAS Refund Adjustment (Schedule No. 5) & -0 0002 

Total Demand Rate per Mcf C-- to Att. E, line 21 

Commodity Component of Gas Cost Adjustment 

Commodity Cost of Gas (Schedule No. 1, Sheet 1, Line 18) 
Commodity ACA (Schedule No. 2, Sheet 1, Line 28) 
Balancing Adjustment (Schedule No. 3, Sheet 1, Line 21) 

$9.0113 
-$2.0264 
$0.0006 

$7.0086 
Gas Cost Incentive Adjustment ( Schedule No. 6) $o.0230 

Total Commodity Rate per Mcf 

CHECK: $1.4269 

$8.4354 
$T&Q.Q@ 

COST OF GAS TO TARIFF CUSTOMERS (GCA) 

Calculation of Rate Schedule SVGTS -Actual Gas Cost Adjustment 

Commodity ACA (Schedule No. 2, Sheet 1, Line 26) 

Gas Cost Incentive Adjustment ( Schedule No. 6) 

.$2.07.611 
$0.0006 
$o.0230 

Balancing Adjustment (Schedule No. 3, Sheet 1, Line 21) 

Total Commodity Rate per Mcf -$2.0@28 



2007-00008 AG Set 1-129 Attachment 2.pdf 

Columbia Gas of Kentucky, Inc. 
CKY Choice Program 

100% Load Factor Rate of Assigned FTS Capacity 
Balancing Charge 

Dec 06 - Feb 07 

Line 
NO. Description 

Contract 
Volume Retention 

Dth 
Sheet 3 

(1 ) (2) 

Adjustment 
for reten(ion 

Monthly # on 
demand months Assignment downstream 
charges A/ proportions pips. if any Annual costs 

Sheet 3 lines 4, 5 
$/Dth $/Dth $/MCF 

(3) (4) (5) (6) = (7) = 
1 /(loo%- 

c012) 3.4’5’6 

Clty gate capacity assigned to Choice marketers 
Contract 

1 CKTFTS/SST 28.000 0.644% 
2 TCOFTS ..-L--. 20 014 2.007% 
3 Total 48.014 

nsstgnment Proportions 
4 CKTFTSISST 1 / 3  58.32% 
S TCOFTS 2 1 3  41.68% 

Annual demand cost of capacity assigned to choice marketers 
E CKTFTS $0.5090 12 0.5832 1.0000 $3.5620 
7 TCOFTS $5.9410 12 0.4168 1.0000 $29.7171 
8 Gulf FTS-1, upstream to CKT FTS $3.1450 12 0.5832 1.0065 $22.1512 
9 TGP FTS-A, upstream to TCO FTS $4.6238 12 0.4168 1.0205 $23.6021 

10 $79.0325 $83.4188 

11 100%LoadFactorRate(lO/365days) $0.2285 

Total Demand Cost of Assigned FTS, per unit 

Balancing charge, paid by Choke marketers 
Demand est Recovcry FBMU in G C h  par Mcf per CW Tariff St@rrl No. 5 
Le% credit for cost of assigned capacity 
Plus storage commodity costs incurred by CKYfor the Choice marketer 

12 
13 
14 

15 Balancing Charge, per M d  sum(12:14) 

$1.4269 
($0.2285) 
$0.1299 

$1.3283 
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PIPELINE CONPANU TARIFF SHEETS 
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Central Kentucky Transmission company substitute Secor.6 Revised Sheet No. 6 

First Revised Sheet No. '6 
superseding FERC CIaS Tariff 

iqinal volume No. 1 
Currently Effective Rates 

Applicable to Rate schedules FTS an6 ITS 

aate Schedule FTS 
Reservation Charge 
Maximum $ 
Minimum s 

Commodity Charge 
Maximum C 
Minimum C 

overrun C 

Rate schedule ITS 
Commodity Charge 

Maximum C 
Minimum C 

Rate per Dth 

Annual 
Ease Charge 

Tariff Rate Adjustment 

RETAINAGE PERCENTAGE 
ransportation Retainage 

0.509 
0.509 

0.00 
0.00 
1.67 

1.67 
1.67 

0.644% 

0.00 
0.00 
0.00 

0.00 
0.00 

Total Daily 
Effective Rate Rate 

0.509 0.0167 
0.509 0.0167 

0.00 0.00 
0 . 0 0  0.00 
1.67 1.67 

1.67 1.67 
1.67 1.67 

Issued by: Claire Burum, Sr. vice President 
Issued on: September 22, 2006 

Effective: October 1, 2006 
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PROPOSED TARIFF SHEETS 



Revised Sheet No. 5 
2007-00008 AG Set 1-129 Attachme! 

RATE SCHEDULE GSR 

First I M d  or less per billing period 
Over 1 Mcf per billing period 

RATE SCHEDULE O S 0  

Commercial or Industrial 
First 1 Mcf or less per billing period 
Next 49 Mcf per billing period 
Next 350 Mcf per billing period 
Next 600 Mcf per billing period 
Over 1000 Mcf per billing period 

Delivetv Service 
Administrative Charge 

Standbv Service Demand Charae 
Demand Charge times Daily Firm 
Vol. (Mcf) in Cust. Serv. Agrmt. 

Base Rate 
Charqe 

$ 

6.95 
1.8715 

18.88 
1.8715 
1.8153 
1.7296 
1.5802 

55.90 

Deliverv Rate Per Mcf 
First 400 Mcf per billing period 
Next 600 Mcf per billing period 

Former 1N8 Rate Per Mcf 
Banking and Balancing Service 

1.8153 
1.7296 
1 . so2  
1.0575 

All Over 1000 Mcf per billing period 

(cantinucil on following shmt) 

Total 
Gas Cost Adjustmen$' Billing 
Demand Commoditx &Q 

$ $ $ 

1.4269 
1.4269 

1.4269 
1.4269 
1.4269 
1.4269 
1.4269 

6.5482 

0.0206 

7.0085 15.3854 
7.0085 10.3069 

7.0085 27.3154 
7.0085 10.3069 
7.0085 10.2507 
7.0085 10.1650 
7.0085 10.0156 

55.90 

6.5482 

1 81 53 
1.7296 
1.5802 
1.0575 
0.0206 

- I/ The Gas Cost Adjustment, as shown, is an adjustment per Mcf determined in accordance with the 
"Gas Cost Adjustment Clause" as set forth on Sheets 48 through 51 of this Tariff. The Gas Cost 
Adjustment applicable to a customer who is receiving service under Rate Schedule GS, IN6, or 
IUS and received service under Rate Schedule SVGTS shall be $10.4012 per Mcf onlyfor those 
months of the prior twelve months during which they were sewed under Rate Schedule SVGTS 

(I) Increase 

DATE OF ISSUE: October 30,2006 DATE EFFECTIVE December 2006 Billing Cycle 
(November 29,2006) 

.pdf 

I 
I 

I 
I 
I 
I 
I 

I 

1 

ISSUED BY: Herbert A, Miller, Jr. President 
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DLUMBIA GAS OF KENTUCKY, INC. P.S.C. Ky. No. 5 

CURRENTLY EFFECTIVE BILLING RATES 

(Continued) 

Total 
Base Rate Gas Cost Adjustmenp Billing 
Charae Demand Commodity Rate 

$ $ $ 

UTE SCHEDULE G P R ~  

First 1 Mcf or less per billing period 
Over 1 Mcf per billing period 

U T E  SCHEDULE OW3'  

3ommercial or Industrial 
First 1 Mcf or less per billing period 
Next 49 Mcf per billing period 
Next 350 Mcfper billing period 
Next 600 Mcf per billing period 
Over 1000 Mcf per billing period 

RATE SCHEDULE IS 

Customer Charae per billina Deriod 
First 30,000 Mcf 
Over 30,000 Mcf 

Standbv Service Demand Charae 
Demand Charge times Daily Firm 
Volume (Mcf) in Customer Service Agreement 

Deliverv Service1 
Administrative Charge 
First 30,000 Mcf 
Over 30,000 Mcf 
Donking and Rzlancing Service 
(continued on following sheet) 

6.95 
1.871 5 

18.88 
1.8715 
1.8153 
1.7296 
1.5802 

1 16.55 
0.5467 
0.2905 

NIA NIA 
NIA NIA 

NIA NIA 
NIA NIA 
NIA NIA 
NIA NIA 
NIA NIA 

7.0085 
7.0085 

6.5482 

55.90 
0.5467 
0.2905 

0.0206 

- I /  The Gas Cost Adjustment. as shown, is  an adjustmenl per Mcf determined in accordance with the 
"Gas Cost Adjustment Clause" as set fonh on Sheets 48 through 51 of this Tariff 

2/ IS Customers may be subject to the Demand Gas Cost, under the conditions set forth on Sheers 14 
and 15 of this tariff. 

- 3/ CLrrently, there are no customers on this rate schedule. 

(II - Increase 

$ 

NIA 
NIA 

NIA 
NIA 
NIA 
NIA 
NIA 

116.55 
7.5552 
7.2990 

6.5482 

55.90 

0.2905 
0.0206 

DATE OF ISSUE: October 30,2006 DATE €FFECTIVE: Dmemher 20% Eiillivg Cycln 
(November 29.2006) 

President ISSUED B Y  Herbert A. Miller, Jr. 
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iLUMBlA GAS OF KENTUCKY, INC. P.S.C. Ky. No. 5 

CURRENTLY EFFECTIVE BILLING RATES 

IContinued) 

Base Rate 
Charae 

$ 

Total 
Gas Cost Adjustment" Billing 
Demand Commodity 

$ $ $ 

ATE SCHEDULE IUS 

:nr All Volumes Delivered Per M d  0.3038 
l ivery Service 
Administrative Charge 
Delivery Rate Per Mcf 

Banking and Balancing Sewice 

INNLINE DELIVERY SERVICE 

Administrative Charge 
Delivery Rate Per Mcf 
Banking and Balancing Service 

55.90 
0.3038 

1.4269 7.0085 8.7392 

1.4269 
55.9c 

1.7307 

0.0206 0.0206 

55.90 
0.0858 

0.0206 

55.9( 
0.085t 
0.020e 

- I/ Tne Gas Cost Adjustment. as shown, is an adjustment per Mcf determined in accordance with the 
"Gas Cost Aojustment Clause" as set forth on Sheets 48 through 51 of this Tariff. 

R - Reduction I -  Increase 

DATE OF ISSUE: October 30,2006 DATE CPPEGTIVE: December 21708 Bllllriy c y o l ~  
(November 29.2006) 

President ISSUED BY Herbert A. Miller, Jr. 



CURRENTLY EFFECTIVE BILLING RATES 

RATE SCHEDULE SVGTS 

General Service Residential 

Deliverv Charae Der Mcf 

First 1 Mcf or less per billing period $6.95 (Minimum Bili) 
Over 1 Mcf per billing period 1.8715 

Gcnerai Sqvice Othel 

First 1 Mcf or less per billing period 
Next 49 Mcf per billing period 
Next 350 Mcf per billing period 
Next 600 Mcf per billing period 
Over 1000 Mcf per billing period 

$18.88 (Minimum sill) 
1.8715 
1.8153 
1.7296 
1.5802 

Intrastate Utility Service 

For all volumes per billing period $ 0038 

Actual Gas Cost Adiustrnent 

For ail volumes per billing period 

Rate Schedule WAS 

Balancing Charge - per Mcf 

$ (2.0028) 

$ 1.3283 

DATE OF ISSUE: October 30,2006 

ISSUED BY Herbert A. Miller, Jr. 

DATE EFFECTIVE Decemb@r 2006 Billing Cycle 
(November 29,2006) 

President 

R 
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BEFORE TXE 
PUBLIC SERVICE COMMISSION 

OF KENTUCKY 

COLUMBIA GAS OF KENTUCKY, ICNC. 

CASE 2006- 

GAS COST ADJUSTMENT AND REVISED RATES OF 
COLUMBIA GAS OF KENTUCKY, INC. PROPOSED TO BECOME 

EFFECTIVE SEPTEMBER 2006 BILLINGS 



;olumbia Gas of Kentucky, Inc. 
:omparison of Current and Proposed GCAs 

_i' 
k 

1 Commodity Cost of Gas 

2 Demand Cost of Gas 

3 Total: Expcicted Gas Cost (EGC) 

4 SAS Refund Adjuslment 

5 Balancing Adjustment 

6 Supplier Refund Adjustment 

7 Actual Cost Adjustment 

8 Gas Cost Incentive Adjustment 

9 Cost of Gas to Tariff Customers (GCA) 

10 Transportation TOP Refund Adjustment 

I I Banking and Balancing Service 

12 Rate Schedule FI and GSO 
13 Customer Demand Charge 

Rwlsed 
2007-00008 AG Set 1-129 Attachment 3.pdf 

June06 September-06 
CURRENT PROPOSFD DIFFERENCE, 
$9.4889 $8.7472 ($0.7417) 

$10.7035 

($o.oool) 

($0.0026) 

($0.0132) 

($0.7033) 

$10.0073 

$0.0000 

$0.0205 

$1.2767 

$10.0239 

($0.0002) 

$0.0006 

($O.Oi32) 

($1.6671) 

$8.3670 

$0.0000 

$0.0205 

($0.6796) 

($0.0001) 

$0.0032 

$0.0000 

($0.9638) 

$gg.Qg 

($1.6403) 

$0.0000 

$0.0000 

$6.5490 , $6.5482 ($0.0008) 



Columbia Gas of Kentucky, Inc. 
Gas Cost Adjusfinerit ClaUSe 
Gas Cost Recovery Rate 
SP 'OVOB 

Line - No. I_ D m c r i m  

I Expected Gas Cost (EGC) 

2 Actual Cost Adjustment (ACA) 

3 SAS Refund Adjustment (FW 

4 Supplier Refund Adjustment (RA) 

Schedule No. I 

Schedule Na 2 

Roviz-?d 
2007-00008 AG Set 1-129 Attachment 3.pdf 

Schedule No. 5 

Schedule No. 4 
Schedule No. 4 Case No. 2006- 
Schedule No. 4 Case No. 2005-00318 

Total Refunds 

Schedule No. 3 

Schedule No. 6 

5 Balancing Adjustment (EA) 

6 Gas Cost Incentive Adjustment 

7 Gas Cost Adjustment 
8 Sept - Nov 06 

9 Expected Demand Cost (EDC) per Mcf 
10 (Applicable to Rate Schedule IS/SS and GSO) Schedule No. 1, Sheet 4 

$10.0239 

($1.6671) 8-31-07 

($0.0002) 8-31-07 

($0.0007) 05-31-07 
($0.0124) 02-28-07 
($0.0001) 11-30-06 

($O.O132r 

$0.0006 8-31-07 

$0.0230 5-31-07 

. 2 FILED August l8.2006 BY: J. M. Cooper 



R.n',i'a:cd 
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Columbia Gas of Kentucky, InC. 
Expected Gas Cost for Sales Customers 
Sept . NOV 06 

Schedule No. 1 

Sheet 1 

Line Volume Al Rate 
NO. Descriotion Referenca MCI _. Dth. &mf &,.@& &g 

(1 I (21 (31 (4) (51 
- 

storage supply 
includes storage activity for sales CUStomers only 
Commodity Charge 

1 Withdrawal (1.010.000) $0.0153 $15,453 
2 injection 1.480.000 $0.0153 $22.644 

3 Withdrawals: gas cost includes plpeiine fuel and commodity charges 996,000 $7.9658 $7.933.935 

Total 
4 Voiuma 1 3  
5 cost sum(1:3) 
6 %mmary 4 o r 5  

Flowlng SUQQ~Y 
Excludes volumes injected into or withdrawn from storage. 
Net of pipeline retention voiumes and cost, Add unit retention cost on line 17 

996,000 

996,000 

7 Nan-Appalachian Sch.1, Sht. 5, Ln. 4 1,125,000 
8 Appaiachian Suppiies Sch.1. Sht. 6, Ln. 4 84.000 
9 Less Fuel Retenlion By interstate Pipelines Sch. 1 .Sheet 7, Lines 21.22 (136,0001 

10 Total 7 + 8 + 9  1,073.000 

Total SUQPIY 
11 At City-Gate Line 6 + 10 

12 Factor 
13 Volume Line 11 * 12 
14 At Customer Meter Line 11 1 1 3  

Lost and Unaccounted For 
2,069,000 

-0.9% 

2.050.379 

15 Sales Volume Line 14 1.942.567 2,050,379 

Unit CosB SlMCF 
Commodity Cost 

16 
17 
16 inciuding Cost of Pipeline Retention Line 16 + 17 

Excluding Cost of Pipeline Retention 
Annualized Unit Cost of Retention 

Line 11 I Line 15 
Sch. 1,Sheet 7. Line 24 

19 Demand Cost Sch.1. Sht. 2, Line 9 

20 TOW Expected Gas Cost (EGC) Line 18+ 19 

56.2810 

$8.7472 

51.2757 

$10.0239 

$7.972.032 
$7,972,032 

$8.626.430 
5687,000 

($1,199,102) 

$8.1 14,328 

$16,086,360 

A, BTU Factor = 1.0555 DthlMCF 
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Columbia Gas of Kentucky, Inc. 
GCA Unit Demand Cost 
Sept - NOV 06 

Line - No. Descriotion 

1 Expected Demand Cost: Annual 
Sept 2006 - Aug 2007 

Less Rate Schedule IS/SS and GSO Customer 
Demand Charge Recovery 

Schedule No. 1 
Sheet 2 

Less Storage Service Recovery from Delivery Service 
customers 

4 Net Demand Cost Applicable 1 + 2 + 3 

Projected Annual Demand Sales + Choice 
Sept 2006 - Aug 2007 

At city-gate 
In Dth 
Heat content 

5 In MCF 

Lost and Unaccounted - For 
6 Factor 
7 Volume 5'6 

8 At Customer Meter 5-7 

9 Unit Demand Cost (7 / I O )  To Sheet 1, line 19 

Reference 

Sch. No.1, Sheet 3, Ln. 41 $20,018,209 

Sch. No.1, Sheet 4, Ln. 10 4449,310 

-$199,8B9 

$19,368,999 

16,159,000 Dth 

15,309,332 MCF 
1.0555 Dth/MCF 

0.9% 
MCF 

15,171,548 MCF 

$1.2767 per MCF 
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Columbia Gas of Kentucky, Inc. 
Annual Demand Cost of Interstate Pipeline Capacity 
Sept 2006 - Aug 2007 

Schedule No. 1 
Sheet 3 

Line 
No. Oe%riDtion 

Columbia Gas Transmission Corporation 
Firm Storage Service (FSS) 

1 
2 

FSS Max Daily Storage Quantity (MDSQ) 
FSS Seasonal Contract Quantity (SCQ) 

Storage Service Transportation (SST) 
3 Summer Sept. 06, Apr. ~ Aug 07 
4 Winter Oct. 06 - Mar. 07 

5 Firm Transportation Service (FTS) 

6 Subtotal sum(l:5) 

Columbia Gulf Transmlsslon Company 
11 FTS - 1 (Mainline) 

Tennessee Gas 
21 Firm Transportation 

Central Kentucky Transmission 
31 Firm Transportation 

Expected 
Montiily Annual 

Rate # Demand 
Dth 5/Uth Months cost 

220,880 $1.5000 12 $3,975,840 
11,264,911 $0.0288 12 $3,893,153 

110,440 $4.1850 6 $2,773.148 
220.880 $4.1850 6 $5,546,297 

20,014 $5.9410 12 $1,426,838 

$17,615,277 

28,891 $3.1450 12 $1,094,120 

20,506 $4.6238 12 $1,137,788 

28,000 $0.5090 12 $171,024 

41 Total. Used on Sheet 2, line I $20,018,209 



Columbia Gas of Kentucky, Inc. 
Gas Cost Adjustment Clause 

Schedule No. 1 
2007-00008 AG Set 1-129 Attachrne*&&@df 

KpeCted Demand Costs Recovered Annually From Rate Schedule IS/SS and GSO Customers 
,ept - Nov 06 

Line 
NO. Descrtption 

1 Expected Demand Costs [Per Sheet 3) 

City-Gate Capacity: 

2 
3 

4 

5 

6 

7 

8 

9 

10 

Columbia Gas Transmission 
Firm Storage Service ~ FSS 
Firm Transportation SeNiCe - FTS 

Central Kentucky Transportation 

Totai 2 + 3 + 4  

Divided by Average BTU Factor 

Total Capacity - Annualized 

June 06 ~ May 07 

Line 5/ Line 6 

Monthly Unit Expected Demand Cost [EDC) of Daily Capacity 
Applicable to Rate Schedules ISSS and GSO 
Line 1 /Line7 

Firm Volumes of ISlSS and GSO Customers 

Expected Demand Charges to be Recovered Annually from 
Rate Schedule IS/SS and OS0 Customers Line 8 * Line 9 

Capacity 
# 

Daily Months Annualirod Units Annual Cost 
Dth Dth 

220.880 
20,014 

28,000 

5.718 

12 
12 

12 

12 

$20.018,209 

2,650,560 
240.168 

336,000 

3,226.728 Dth 

1.0555 DthlMCF 

3,057,061 Mcf 

$6.5482 /Mcf 

68.616 Mcf 

to Sheet 2, line 2 $449.310 
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Columbia Gas of Kentucky, Inc. 
Non-Appalachian Supply: Volume and Cost 

Cost includes transportation commodity cost and retention by the interstate pipelines, 

The volumes and costs shown are for saies customers only. 

Sapt - NOV 06 

but excludes pipeline demand costs. 

Total Flowing Supply Including Gas 
Injected Into Storage 

Line 
No. Month Volume A/ cost Unit Cost 

Dth $loth 
(1 ) (2) (3) 

=(2)/(1) 

1 Sep-06 1,525,000 $11,170,000 $7.32 
2 Oct-06 693,000 $6,666,000 $7.49 
3 NOV-06 173,000 $1,552,000 $8.97 

4 Total 1+2+3 2,591,000 $19,408,000 $7.49 

N Gross, before retention. 

Net Storage 
injection 

Dth 
(4) 

(1,197,000) 
(269,000) 

0 

(1,466,000) 

Revised Schedule No. 1 
Sheet 5 

Net Flowing Supply far 
Current Consumption 

Volume cost 
Dth 
(5) (6) 

= (1) + (4) = (3) x (5) 

328.000 $2,402,466 
624,000 $4,671,964 
173,000 $t ,552,000 

1,125,000 $8,626,430 



Colunibla Gas of Kentucky, Inc. 
Appalachian Supply: Volume and Cost 
Sept - Nov 06 

Line 
&l&l 

1 Sep-06 
2 Oct-06 
3 Nov-06 

19,000 $139,000 
24,000 $178,000 
41,000 $370,000 

2007-00008 AG Set 1-129 Attachment 3.pdf 

Revised Schedule No. 1 
Sheet 6 

4 Total 1 +2 + 3 84,000 $687,000 
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Columbia Gas of Kentucky, Inc. 
Annualized Unit Charge for Gas Retained by Upstream Pipelines 
Sent. Nov 06 

Revised Schedule No. 1 
Sheet 7 

Retention costs are incurred proportionally to the voiumes purchased, but recovery of the cosls Is allocated to quarter by volume consumed 

Annual 

Dec 06 ~ Feb June -Aug Sept2006- 
Sept -Novo6 07 Mar-May07 2007 Aug 2007 

 as purchased by CKY for the remaining sales customers 
1 Volume Dth 2,675,000 2,052,000 3,455,000 4,507,000 12,689,000 
2 Commodity Cost including Transportation $20.095.000 $22,160,000 $30,147,000 $39.476.000 $111,678,000 
3 Unit wst $IDlh $8.8169 

Consumption by lhe remaining sales customers 
$1  At city gate Dfh 2,074,000 6,330,000 2,737.000 783.000 11,924,000 
12 Lostand unaccounted for portion 0.90% 0.90% 0.90% 0.90% 

At customer meters 
13 InDth (100% ~ 12). 11 Dth 2,055,334 6.273.030 2,712,367 775,953 11,616,684 
14 H i d  content DthlMCF 1.0555 1.0555 1.0555 1.0555 
15 inMCF 13/14 MCF 1,947,267 5.943.183 2,569,746 735,152 11,195,342 
16 Portion of annual iine 15, quarterly / annual 17.4% 53.1% 23.0% 6.6% 100.0% 

Gas retained by upstream pipelines 
21 voiume Dlh 136,000 203.000 126.000 127.000 592.000 

To Sheet 1, line 9 
$5,219,621 
$5,219,621 

'1$3,199,11)2] $1,789,836 $1,110.933 $1,119,750 22 Quarterly. Deduct from Sheet 1 3 * 21 
23 Allocated IO quarters by consumption $907,874 $2,770,899 $1,196,097 $342.751 

cost 

To Sheet 1. line 17 
24 Annualized unit charge 23/15 $/MCF $0.4662 $0.4662 $0.4662 $0.4662 
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COLUMBIA GAS OF KENTUCKY, INC. Schedule No. 1 

Sheel 8 

DETERMINATION OF THE BANKING AND 
BALANCING CHARGE 

FOR THE PERIOD BEGINNING SEPTEMEER200B 

Amount 
Line For Transportallon 
NO. DescrIPtion !3! &!gJ Customers 
I 

I 11 264.91 I 

2 Net Transportation Volume 10,279994 

3 Contract Tolerance Level @ 5% 514.000 

4 

Teal Storage CapaciV. Sheet 3, tine 4 

Percenl a1 Annual Storage Applicable 
5 lo Transwrtation Customers 4.56% 

6 seasonal CooIrael Ouanlity (SCO) 
7 Rate 
8 SCQ Charge. Annualized 
9 Amount Applicable To Transparlalion Cuslomers 

10 
11 Rate 
12 Told Cost 
13 

FSS Injection and Withdrawal Charge 

Amount Applicable To Transportation CUStOmES 

14 SSTCommodiV Charge 
15 Rate 

17 
I 6  TolalCosl 

Amount Appllcable To Transparlation Cuslomers 

$0.0288 

1177,528 

0.0305 

$15,719 

18 Total Cos1 Applicable ToTransportaUon Customers $.w.&m 
19 Told Transportaton VOlUmn . Mcf 18.658.484 

20 Flex and Specla1 Contracl Transportalion Volume - Mcf (8,019,030) 

21 Net Transpoltation Volume. Mcf line 19 +line 20 9,739,454 

&9Xi 22 Banking and Balancing Rate - Mcf. Line 18 I line 21. To line 11 01 the GCA COmpaliSDn 
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ACTUAL ADJUSTMENT 
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Schedule No. 2 
2007-00008 AG Set 1-1 29 A t t a c h ~ & p & f 2  

STATEMENT SHOWING ACTUAL COST 
RECOVERY FROM CUSTOMERS TAKING STANDBY 
SERVICE UNDER RATE SCHEDULE IS AND GSO 
FOR THE TWELVE MONTHS ENDED JUNE 30.2006 

LINE 
NO. - 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 

13 

MONTH - 

July 2005 
August 2005 
September 2005 
October 2005 
November 2005 
December 2005 
January 2006 
February 2006 
March 2006 
April 2006 
May 2006 
June 2006 

Total SS Commodity Recovery 

LINE - NO. MO” 

14 July 2005 
15 August 2005 
16 September 2005 
17 October 2005 
18 November 2005 
19 December 2005 
20 January 2006 
21 February 2006 
22 March2006 
23 April 2006 
24 May2006 
25 June2OQ5 

26 Total SS Demand Recovery 

Average 
ss SS ss 

Commodity Recovery Commodity 
Volumes - Rate Recovery 

(1) (2) (3) 
Mcf $IMcf $ 

1,197 
3,161 
2,344 
2,519 
6,149 
2,428 
5,477 
2,301 
5,433 
3,599 
1,849 

(1,588) 

ss 
Demand 

Volume% 
(1 ) 
Mcf 

5,966 
5,956 
5,956 
5,956 
5,632 
5.894 
5,894 
5,763 
5,363 
6,359 
4.865 
5.30163 

$10.3208 $12,354 
$8.5967 $27.180 
$8.5987 $20,155 
$8.5987 $21,660 
$7.8885 $48,506 

$1 6,0929 $39,074 
$14.7332 $80,894 
$13.2956 $30,593 
$8.3922 $45,595 
$9.0040 $32,405 
$9.6990 $17,933 
$9.6990 ($15,402) 

$360,749 

Average 
ss ss 

Demand Demand 
.- Rate Recovery 

(2) (3) 
$IMcf F 

$6.9200 $41,216 
$6.8200 $40,620 
$6.8200 $40,620 
$6.5000 $38,714 
$6.6600 $38,841 
$6.6600 $39,254 

$6.8800 $39,650 
$5.5748 $29,898 
$6.5516 $41,661 
$6.5600 $31,914 

$7.4200 $43,734 

$E.?Je00 $3’;,iai 

$461,303 

27 TOTAL SS AND OS0 RECOVERY $822,051 
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BALANCE ADJUSTMENT 



Schedule No. 3 
2007-00008 AG Set 1-129 Attachr%bgl!3.pM 

Line 
_. No. 

COLUMBIA GAS OF KENTUCKY, INC. 

CALCULATION OF BALANCING ADJUSTMENT 
TO BE EFFECTIVE SEPTEMBER 1,2006 

Descrivtion Detail Amount 
$ $ 

1 RECONCILIATION OF A PREVIOUS SUPPLIER REFUND ADJUSTMENT (a) 
2 Total adjustment to have been distributed to 
3 customers in Case No. 2005-00051 ($50,7 18.56) 
4 Less: actual amount distributed ($48,549.32) 

5 REMAINING AMOUNT ($2.169.24) 

6 RECONCILIATION OF A PREVIOUS SUPPLIER REFUND ADJUSTMENT (a) 
7 Total adjustment to have been distributed to 
8 customers in Case No. 2005-00179 ($104,984.31) 

($103,966.87) 9 Less: actual amount distributed 

10 REMAINING AMOUNT ($1,017.44) 

1 1  
12 

RECONCILIATION OF A PREVIOUS SUPPLIER REFUND ADJUSTMENT (a] 
Total adlustmen1 to have been distribbted to - 

13 
14 Less: actual amount distributed 

custdmers in Case No. 2005-00179 

15 REMAINING AMOUNT 

($5,509.09) 
($5,670.93) 

$161.84 

16 RECONCILIATION OF A PREVIOUS SUPPLIER REFUND ADJUSTMENT (a] 
17 Total adjustment to have been distributed to 
18 customers in Case No. 2005-00179 ($4,665 28) 
19 Less: actdal amount distributed ($4,725.77) 

20 REMAINING AMOUNT $60.4Q 

21 
22 
22 customers in Case No. 2005-00318 $39,128.00 
23 Less: actual amount collected $31,057.85 

RECONCILIATION OF A PREVIOUS BALANCING ADJUSTMENT (a) 
Total adjustment to have been collected from 

24 REMAINING AMOUNT $8,070.15 

25 TOTAL BALANCING ADJUSTMENT AMOUNT $5,105.80 

26 
27 ended February 28,2007 

Divided by: projected sales volumes for the six months 
7,894,306 

2R BALANClNG ADJUSTMENT (SP) TO 
29 EXPlRE February 28,2007 8 0.UUU~ 



Case No. 2005-00051 

Expires 02/28/06 

March 2005 
April 2005 
May 2005 
June 2005 
July 2005 
August 2005 
September 2005 
October 2005 
November 2005 
December 2005 
January 2006 
February 2006 
March 2006 

SUMMARY: 
REFUND AMOUNT 

AMOUNT ACTUALLY REFUNDED 

2007-00008 AG Set 1-1 29 Attachment 3.pdf 

Columbia Gas of Kentucky, Inc. 
Supplier Refund Adjustment 

Supporting Data 

TOTAL REMAINING TO BE 
COLLECTED 

Refund Refund Refund 
Volume Rate Amount Balance 

1,635,850 
1,060,810 

494,629 
264,598 
181,900 
182,931 
230,694 
238,197 
681,321 

1,522,244 
1,867,283 
1,538,461 

9,105 

($50,718.56) 

($48,549.32) 

($2,169.241 

($0,0049) 
($0.0049) 
($0.0049) 
($0.0049) 
($0.0049) 
($0.0049) 
($0.0049) 
($0.0049) 

($0.0049) 
($0.0049) 
($0.0049) 
($0.0049) 

($0.0049) 

($8,015.67) 
($5,197.97) 
($2,423.68) 
($1.296.53) 

($891.31) 
($896.36) 

($$, 130.40) 
($1,167.1 7) 
($3,338.47) 
($7,459.00) 
($9,149.69) 
($7.538.46) 

($44.61) 

($48,549.32) 

($50,718.56) 
($42,702.89) 
($37,504.92) 
($35,081 24) 
($33,784.71) 
($32,893.40) 
($31,997.04) 
($30,866.64) 
($29,699.47) 
($26.361.00) 
($18.902.00) 
($9,752.31) 
($2,213.85) 
($2.1 69.24) 



Case No. 2005-00179 

Expires 05/31/06 

June 2005 
July 2005 
August 2005 
September 2005 
October 2005 
November 2005 
December 2005 
January 2006 
February 2006 
March 2006 
April 2006 
May 2006 
June 2006 

SUMMARY 
REFUND AMOUNT 

AMOUNT ACTUALLY REFUNDED 

TOTAL REMAINING TO BE 
COLLECTED 

2007-00008 AG Set 1-129 Attachment 3.pdf 

Columbia Gas of Kentucky, Inc. 
Supplier Refund Adjustment 

Supporting Data 

Refund Refund Refund 
Volume Rate Amount Balance 

268,709 ($0.01 10) 
181,900 ($0.01 10) 
182,931 ($0.01 10) 
230,694 ($0.01 IO) 
238,197 ($0.01 IO) 
681,321 ($0.01 10) 

1,522,244 ($0.01 10) 
1,867,263 ($0.01 I O )  
1,538,461 ($0.0110) 
1,422,066 ($0.0110) 

900,150 ($0.0110) 
418.455 ($0.0110) 

(897) ($0.01 10) 

($1 04,984.31) 

($1 03,966.87) 

($1,017.44) 

($2,955.80) 

($2,012.24) 
($2,537.63) 
($2,620.17) 

($1 6,744.68) 
($20,540.1 1) 
($1 6,923.07) 
($1 5,642.95) 

($9,901.65) 
($4,603.01) 

($2,000.90) 

($7,494.53) 

$9.87 

($1 03,966.87) 

($1 04,984.31) 
($102,028.51) 
($100,027.61) 
($98,015.37) 

($92,857.57) 
($85,363.04) 
($68,618.36) 
($48,078.25) 
($31.1 55.18) 
($15,512.23) 

($5,610.56) 
($1,007.57) 
($1,017.44) 

($95.477.74) 



Case No. 2005-00179 

Expires 05/31/06 

June 2005 
July 2005 
August 2005 
September 2005 
October 2005 
November 2005 
December 2005 
January 2006 
February 2006 
March 2006 
April 2006 
May 2006 
June 2006 

SUMMARY: 
REFUND AMOUNT 

AMOUNT ACTUALLY REFUNDED 

TOTAL REMAINING TO BE 
COLLECTED 
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Columbia Gas of Kentucky, Inc. 
Supplier Refund Adjustment 

Supporting Data 

Refund Refund Refund 
Volume Rate Amount Balance 

268,709 ($0.0006) 

182,931 ($0.0006) 
230,694 ($0.0006) 
238,197 ($0.0006) 
681,321 ($0.0006) 

1,522,244 ($0.0006) 
1,867,283 ($0.0006) 
1,538,461 ($0.0006) 
1,422,086 ($0.0006) 

900,150 ($0.0006) 
418,455 ($0.0006) 

(897) ($0.0006) 

181,900 ($0.0006) 

($5,509.09) 

($5,670.93) 

$161.84 

($161.23) 
($109.14) 
($109.76) 
($138.42) 
($142.92) 
($408.79) 

($1,120.37) 
($923.08) 
($853.25) 
($540.09) 
($251.07) 

$0.54 

($5.670.93) 

($91 3.35) 

($5,509.09) 
($5,347.86) 
($5,238.72) 
($5,128.96) 

($4.847.62) 
($4,438.83) 
($3,525.48) 
($2,405.11) 
($1,482.03) 

($628.78) 
($88.69) 
$162.38 
$161.84 

($4,990.54) 



Case No. 2005-00179 

Expires 05/31/06 

June 2005 
July 2005 
August 2005 
September 2005 
October 2005 
November 2005 
December 2005 
January 2006 
February 2006 
March 2006 
April 2006 
May 2006 
June 2006 

SUMMARY: 
REFUND AMOUNT 

AMOUNT ACTUALLY REFUNDED 

TOTAL REMAINING TO BE 
COLLECTED 

2007-00008 AG Set 1-129 Attachment 3.pdf 

Columbia Gas of Kentucky, InC. 
Supplier Refund Adjustment 

Supporting Data 

Refund Refund Refund 
Volume Rate Amount Balance 

268,709 
181,900 
182,931 
230,694 
238,197 
681,321 

1,522,244 
1,867,283 
1,538,461 
1,422,086 

900,150 
418,455 

(897) 

($4,665.28) 

($4,725.77) 

$60.49 

($0.0005) 
($0.0005) 
($0.0005) 
($0.0005) 
($0.0005) 
($0.0005) 
($0.0005) 
($0.0005) 
($0.0005) 
($0.0005) 
($0.0005) 
($0.0005) 
($0.0005) 

($134.35) 

($91.47) 
($115.35) 
($1 19.10) 

($90.95) 

($340.66) 
($761.12) 
($933.64) 
($769.23) 
($711.04) 
($450.08) 
($209.23) 

$0.45 

($4,725.77) 

($4,665.28) 
($4,530.93) 
($4,439.98) 
($4,348.51) 
($4,233.16) 
($4,114.06) 
($3,773.40) 
($3,012.28) 
($2,078.64) 
($1,309.41) 

($598.37) 
($1 48.29) 

$60.94 
$60.49 
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Columbia Gas of Kentucky, Inc. 
Balancing Adjustment 

Supporting Data 

Case No. 2005-00318 

Expires: 02/28/06 
Beginning Balance 
September 2005 
October 2005 
November 2005 
December 2005 
January 2006 
February 2006 
March 2006 

TOTAL SURCHARGE COLLECTED 

SUMMARY: 
SURCHARGE AMOUNT 

AMOUNT ACTUALLY COLLECTED 

AMOUNT TO BE COLLECTED 

Volume 

187,088 
241.1 13 
686,877 

1,532,171 
I ,a77,423 

9,545 
1,555,556 

$39.1 28.00 

$31,057.85 

$8,070.15 

Surcharge 
Rat8 

$0.0051 
$0.005 1 
$0.0051 
$0.0051 
$0.0051 
$0.0051 
$0.0051 

Surcharge 
Amount 

$954.15 
$1,229.68 
$3,503.07 
$7,814.07 
$9,574.88 
$7,933.34 

$48.68 

$31,057.85 

Surcharge 
Balance 
$39,128.00 
$38,173.85 
$36,944.17 
$33.441 . I O  
$25,627.03 
$1 8,052.1 7 
$8,118.83 
$8,070.15 
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SAS ADJUSTMENT 



Schedule No. 5 
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COLUMBIA CAS OF KENTUCKY, INC. 

SPECIAL AGENCY SERVICE 
ACTUAL SAS VOLUMES DELIVERED 

FOR THE TWELVE MONTHS ENDED JUNE 30.20116 

Line 
No: Month 

1 July2005 
2 August2005 
3 September 2005 
4 October 2005 
5 November 2005 
6 December 2005 
7 January 2006 
8 February 2006 
9 March2006 
10 April2006 
11 May2006 
12 June 2006 

13 TOTAL SAS VOLUMES DELIVERED 

14 
15 

16 

17 
16 (EXPIRES AUGUST31,2007) 

TOTAL AGENCY FEE TO BE REFUNDED 
(Line No. 13 '$0.05 per MCF) 

DIVIDED BY: Projected Sales and Choice Volumes for the TME August 31,2007 

ANNUAL AGENCY FEE REFUND ADJUSTMENT 

SAS 
Volumes 
Delivered 

(Mcf) 

977 
1,352 
1,253 
2,604 
5,480 
8,467 
7,329 
7,200 
6,302 
3.247 
2,704 
1,360 

48,275 

($2,413.75) 

15,162,300 

($0.0002) 
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DETAIL SUPPORTING 

DEMAND/COMMODITY SPLIT 



Revised 
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COLUMBIA GAS OF KENTUCKY 
CASE.NO. 2006 - 00366 Effective September 2006 Billing Cycle 

CALCULATION OF DEMAND/COMMODITY SPLIT OF GAS COST ADJUSTMENT FOR TARIFFS 

$IMCF 
Demand Component of Gas Cost Adjustment 

Demand Cost of Gas (Schedule No. 1, Sheet 1, Line 19) 
Demand ACA (Schedule No. 2. Sheet 1, Line 23) 
Refund Adjustment ( Schedule No. 4) 

$1.2767 
0.3593 

-0.0132 

$1.6226 
SAS Refund Adjustment (Schedule No. 5) -0.0002 

Totai Demand Rate per Mcf e- to Alt. E, line 21 

Commodity Component of Gas Cost Adjustment 

Commodity Cost of Gas (Schedule No. 1. Sheet I, Line 18) 

Balancing Adjustment (Schedule No. 3, Sheet 1. Line 21) 

$8.7472 

$0.0006 

$6.7444 

Commodity ACA (Schedule No. 2, Sheet 1, Line 28) -$2.0264 

Gas Cost Incentive Adjustment ( Schedule No. 6) $o.0230 
Total Commodity Rate per Mcf 

CHECK: $1.6226 

$8.3670 
$6.7444 

COST OF GAS TO TARIFF CUSTOMERS (GCA) 

Calculation of Rate Schedule SVGTS -Actual Gas Cost Adjustment 

Commodity ACA (Schedule No. 2, Sheet 1, Line 28) 
Balancing Adjustment (Schedule No. 3, Sheet 1, Line 21) 

-XX.O:?G 1 
$0.0006 

-$2.0028 
Gas Cost Incentive Adjustment ( Schedule No. 6) $o.0230 

Total Commodity Rate per Mcf 



Revised Attachment E 
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Columbia Gas of Kentucky, Inc. 
CKY Choice Program 

tOO% Load Factor Rate of Assigned FTS Capacity 
Balancing Charge 

Sept - Nov 06 

Line 
No. Description 

Adjustment 
for retention 

Contract demand months Assignment downstream 
Monthly # an 

Volume Retention charges A! propOrtions pipe, if any Annual cosfs 
Dth $/O!h UDth $/MCF 

Sheet 3 Sheet 3 lines 4, 5 

City gate capacity assigned to Choice marketers 
Contract 

1 CKTFTSSISST 28.000 0.644% 
2 TCOFTS 20.014 2.007% 
3 Total 48,014 

Assignment Proportions 
4 CKTFTSISST 113 58.32% 
5 TCOFTS 2 I 3  41.68% 

Annual demand cost of capacity assigned to choice marketers 
? ?  CKTFTS $0.5090 
r z  7co SST a CKT FTS rate 
13 TCOFTS 
14 Gulf FTS-1, upstream to CKT FTS 
15 TGP FTS-A. upstream to TCO FTS 

16 Total Demand Cost of Assigned FTS, per uni! 

17 100% Load Factor Rate (16 1365 days) 

$1.5300 
$5.9410 
$3.1450 
$4.6238 

12 
0 

12 
12 
12 

n a i U d n ~  ~>iiliut~, psld by Choirn rnarkMori 
21 Demand Cost Recovery Factor in GCA. per Mcf per CKY Tariff Sheet No. 5 
22 Less credit for cast of assigned capacity 
23 Pius storage commodity costs incurred by CKY for the Choice marketer 

24 Balancing Charge, per Mcf sum(Zl:23) 

A/ TCO SST and CKT, logelher tolai 12 monlhs. 

0.5832 
0.5832 
0.41138 
0.5832 
0.4168 

1 .oooo 
1 .oooo 
1.0000 
1.0065 
1.0205 

$3.5620 
$0.0000 

$29.7171 
$22.1512 
$23.6021 

$79.0325 $83.4186 

$0.2285 

$1.6226 
($0.2285) 
$0.12<6 

$1,5157 
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PIPELINE COMPANY TARIFF SHEETS 





w . 







JUL. 2 L! ' 2 00 6 0 7 : 5 1 
Central Kentuckv TransmSseSon ComDany 

#1655 P.006/006 

l%RC Gw Twi6 
Original Volume No. 1 

.~ 
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rrent3.y Effective Rates 
plicable t o  Rate Schedules FTS an4 ITS 
te per Dth 

Annual 
Base charge T o t a l  Daily 

T a r i f f  Rate adjustment Effective Rate Rate 

t e  Schedule FT3 
REGaZT?.tiOn Charge 
Maximum $ 0.509 

Minimum S 0 . 5 0 9  

Commodity charge 
maximum c 0.00 
Minimum P 0.00 

0ver.m c 1.67 0. 

,te Schedule ITS 
Commodity Charge 
Maximum E 
Minimn c: 

ITAINWE PERCBNTAGE 
:ansportation Retainage 

1.67  
1 . 6 7  

0 . 0 0 0 %  

0.509 0.0167 
" 0.509 0 . O S 7  

0.16 0.1s 
0.18 o . i a  

1.85 1.85 

0.18  1 .85  
0.18 1.85 

0.1B 
0.18 

1.85 
1.85 
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PROPOSED TARIFF SHEETS 



Revised Sheet Nt 
2007-00008 AG Set 1-1 29 Attachme 

P.S.C. Ky. Nc ILUMBIA GAS OF KENTUCKY, INC. 

CURRENTLY EFFECTIVE BILLING RATES 

Base Rate 
Charae 

$ 

L4TE SCHEDULE GSR 

First 1 Mcf or less per billing period 
Over 1 Mcf per billing period 

RATE SCHEDULE GSO 

6.95 
1.8715 

Commercial or Industrial 
First 1 Mcf or less per billing period 
Next 49 Mcf per billing period 
Next 350 Mcf per billing period 
Next 600 Mcf per billing period 
Over I000 Mcf per billing period 

Deiiverv Service 
Administrative Charge 

Demand Charge times Daily F i n  
Voi. (Mcf) in Cust. Serv. Agrmt. 

18.88 
1.8715 
1.81 53 
1.7296 
1.5802 

55.90 

Deliverv Rate Per Mcf 
First 400 Mcf per billing period 
Next 600 Mcf per billing period 
Ail Over 1000 Mcf per billing period 
Former IN8 Rate Per Mcf 
Banking and Balancing Service 

'1.8153 
1.7296 
1.5802 
1.0575 

Total 
Gas Cost Adjustmenp Billing 
Demand Commodity && 

$ $ $ 

1.6226 
1.6226 

1.6226 
1.6226 
1.6226 
1.6226 
1.6226 

6.5482 

0.0205 

6.7444 15.31 70 
6.7444 10.2385 

6.7444 27.2470 
6.7444 10,2385 
6.7444 10.1823 
6.7444 10.0966 
6.7444 9.9472 

55.90 

6.5482 

1.81 52 
1.7296 
1.5802 
1.0576 
0.0205 

(continued on following sheet) 

- I /  The Gas Cos! Adjustment. as shown, is an adjustment per Mcf determined in accordance with thf 
"Gas Cost Adjustment Clause" as set forth on Sheets 48 through 51 of this Tariff. The Gas Cost 
Adjustment applicable to a customer who is receiving service under Rate Schedule GS, iN6, or 
IUS and received service under Rate Schedule SVGTS shall be $10,0239 per Mcf only for those 
months of the prior twelve months during which they were served under Rate Schedule SVGTS 

(R) Reduction 

DATE OF ISSUE July 31,2006 

ISSUED BY: Joseph W. Kelly 

DATE EFFECTIVE September 2006 Billing Cycle 
(August 29,2006) 

President 

Lpdf 

R 
R 

R 
R 
R 
R 
R 

R 

R 
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ILUMBIA GAS OF KENTUCKY, INC. P.S.C. Ky. No. 5 
~ 

CURRENTLY EFFECTIVE BILLING RATES 

(Continued) 

Total 
Gas Cost Adjustmen$' Billing Base Rate 

Charne Demand Commodity 
$ $ $ $ 

UTE SCHEDULE GPR" 

First 1 Mcf or less per billing period 
Over 1 Mcf per billing period 

USE SCHEDULE GPO" 

Zommercial or Industrial 
First 1 Mcf or less per billing period 
Next 49 Mcf per billing period 
Next 350 Mcf per billing period 
Next 600 Mcf per billing period 
Over 1000 Mcf per billing period 

RATE SCHEDULE IS 

Customer Charae Der billina Deriod 
First 30,000 Mcf 
Over 30,000 Mcf 

Standbv Service Demand Charqe 
Demand Charge limes Daily Firm 
Volume (Mcf) in Customer Service Agreement 

Xliverv Service1 
Administrative Charge 
First 30,000 Mcf 
Over 30,000 Mcf 
Bm!kiny 3rd Galancing Sorvics 
(continued on following sheet) 

6.95 NIA 
1.8715 NIA 

NIA NIA 
NIA NIA 

16.88 NIA NIA 
1.8715 NIA N/A 
1.6153 NIA NIA 
1.7296 NIA NIA 
1.5802 NIA NIA 

116.55 
0.5467 
0.2905 

6.5462 

55.90 
0.5467 
0.2905 

0.02Q5 

NIA 
NIA 
NIA 
NIA 
NIA 

11 6.55 
6.7444 7.2911 
6.7444 ' 7.0349 

6.5482 

55.90 

0.2905 
0.0205 

- I/ The Gas Cost Adjustment, as shown, is an adjustment per MI 
"Gas Cost Adjustment Clause" as set forth on Sheets 48 through 51 of this Tariff. 

- 21 IS Customers may be subject to the Demand Gas Cost, under the conditions set forth on Sheets 14 
and 15 of this tariff. 

3/ Currently, there are no customers on this rate schedule. 

letermined in accordance with the 

(R) -Reduction 

DATE OF ISSUE: July 31,2006 DATE EFFECTIVE: September 2006 Billing Cycle 
(August 29,2006) 

ISSUED B Y  Joseph W. Kelly President 
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Total 
Base Rate Gas Cost Adjustmen$‘ Billing 
Charqe Demand Commodity - Rate 

$ $ $ $ 

RATE SCHEDULE IUS 

For All Volumes Delivered Per Mcf 0.3038 1.6226 6.7444 8.670t 
Delivery Service 
Administrative Charge 
Delivery Rate Per Mcf 

55.90 
0.3038 1.6226 

Banking and Balancing Service 0.0205 

Administrative Charge 55.90 
Deilvery Rate Per Mcf 0.0858 
Banking and Balancing Service 0.0205 

55.9( 
1.926. 

0.020! 

55.91 
0.085, 
0.020E 

- I/ The Gas Cost Adjbstment, as shown, is an adjustment per Mcf determined in accordance with the 
“Gas Cost Adjustrnent Clause”as set forth on Sheets 48 through 51 of this Tariff. 

R - Reduction I- Increase 

R 

I 

DATE OF ISSUE: July 31,2006 

ISSUED BY: Joseph W. Kelly 

DATE EFFECTIVE: Ssptember 2UUG BlJlJflg Cycle 
(August 29,2006) 

President 



Revised Sheet No. 7a 

CURRENTLY EFFECTIVE BILLING RATES 

?ATE SCHEDULE S V G T S  

3eneral Service Residential 

First 1 Mcf or iess per billing period 
Over 1 Mcf per billing period 

General Service Other 

First 1 Mcf or less per billing period 
Next 49 Mcf per billing period 
Next 350 Mcf per billing period 
Next 600 Mcf per billing period 
Over 1000 Mcf per billing period 

Intrastate Utititv Service 

For all volumes per billing period 

Actual Gas Cost Adiustment 

For all volumes per billing period 

Rate Schedule SVAS 

Balancing Charge - per Mcf 

II) Increase 

Deliverv Chame per Mcf 

$6.95 (Minimum Bill) 
1.8715 

$18.88 (Minimum Bill) 
1.8715 
1.8153 
1.7296 
1.5802 

$ 0.038 

$ (2.0026) 

$ 1.5157 

DATE OF ISSUE: July 31,2006 

ISSUED By: Joseph W. Kelly 
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BEFORE THE 
PUBLIC SERVICE COMt4ISSION 

OF KENTUCKY 

COLUMBIA GAS OF KENTUCKY, INC. 

CASE 2006-000179 
REVISED 

GAS COST ADJUSTMESiT AND REVISED RATES OF 
COLUMBIA GAS OF KENTUCKY; INC. PROPOSED TO BECOME 

EFFECTIVE JUNE 2006 BILLINGS 



Columbia Gas of Kentucky, Inc. 
Comparison of Current and Proposed GCAs 

, Commodity Cost of Gas 

2 Dendnd Co;t of Gas 

3 Total: Expectsd Gas Cost (EGC) 

4 SAS Refund Adjusimenl 

5 Babncing Mj?dji&nent 

6 Supplier Refund Adjustment 

7 Actual Cost Adjustment 

6 Gas Cost Incentive Adjustment 

9 CQS~ of Gas to Tariff Customers (GCA) 

10 Transportation TOP Refund Adjustment 

11 Banking and Balancing Service 

12 Rate Schedule FI and GSO 
13 Customer Demand Charge 

R M S E D  
2007-00008 AG Set 1-129 Attachment 4.pdf 

March46 June-06 
CURRENT PROPOSED DIFFERENCE 
$10.5575 $9.4;289 ($1.0686) 

$1 1.7716 

($O.OOol) 

($0.0026) 

($0.0246) 

($0.7033) 

&Q,QgQ2 

$1 1.0410 

$0.0000 

$0.0205 

%1.2146 

$10.7035 

($0.0001) 

($0.0026) 

($0,0132) 

($0.7033) 

-0 

$10.00773 

$0.0000 

$0.0205 

@,@@ 

($1.0681) 

$0.0000 

$0.0000 

$0.0114 

$0.0000 

$a@.$Q 
($1.0337) 

$0.0000 

$0.0000 

$6.5610 86.5490 ($0.0120) 



Columbia Gas of Kentucky, InC. 

Gas Cost Adjustment Clause 
Gas Cost Reecovew Rate 
Jv-e -Aug 2W'b 

Line 
__ No. pescription 

1 Expected Gas Cost (EGC) 

2 Actual Cost Adjustment (ACA) 

3 SAS Refund Adjustment (W) 

4 Supplier Refund Adjustment (RA) 

5 Balancing Adjustment (BA) 

6 Gas Cost Incentive Adjustment 

7 Gas Cost Adjustment 
8 June - Aug 2006 

Schedule No. 1 

Schedule No. 2 

REVISED 
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Schedule No. 5 

Schedule No. 4 
Schedule No. 4 Case No. 2006- 
Schedule No. 4 Case No. 2005-00318 

T?!d Refunds 

Schedule No. 3 

Schedule NO. 6 

9 Expected Demand Cost (EDC) per Mcf 
10 (Applicable to Rate Schedule IS/S;S and GSO) Schedule No. q ,  Sheet 4 

$10.7035 

($0.7033) 8-31-06 

($o.oooi) 8-31.06 

($0.0007) 05-31-07 
($0.0124) 02-28-07 
($0.0001) 11-30-06 

($0.013'2) 

($0.0026) 8-31-06 

$0.0230 5-31-07 

'E FILED: May 12,2006 BY: J. M. Cooper 



REVIVED 
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Columbia Gas of Kentucky, Inc. 
Expected Gas Cost for Sales Customers 
June - Aug 2006 

Line 
i2% 

storage SUPPIY 
includes storage aclivity for ades customers only 
Commodity Charge 

1 Withdrawal 0 
2 injection 2,254.000 

3 0 Withdrawals: gas cost includes pipeline fuel and commodity charges 

Total 
4 Voiume = 3  
5 cost sum(l:3) 
6 Summary 4 0 r 5  

0 

0 

Flowlng Suppiy 
Excludes votumes injected Into or withdrawn from storage. 
Net of pipeline retention volumes and cost. Add unit retention cost on line 17 

7 Non-Appalachian Sch.1. Sht. 5. Ln. 4 739,000 
6 Appalachian Supplies Sch.1. Sht. 6. Ln. 4 61,000 
9 Less Fuei Retention By Interstate Pipelines Sch. 1.Sheet 7, Lines 21,22 (109,000) 

10 Tolai 7 + 6 + 9  691,000 

Total Supply 
11 At City-Gate Line 6 + 10 

12 Factor 
13 Volume Line 11 * 12 
14 At Customer Meter Line 11 + 13 

Lost and Unaccounled For 
691,000 

4.9% 

684,781 

15 Sales Voiume Line 14 648,774 684,781 

Unit Costs WMCF 
Commodi!y Cost 

16 
17 
I 8  including Cost of Pipeline Retention Line 16 + 17 

19 Demand Cost Sch.1, Sht. 2, Line 9 

20 Total Expected Gas Cost (EGC) Line 18 + 19 

Excluding Cost of Pipeline Retention 
Annualized Unit Cost of Retention 

Line 11 I Line 15 
Sch. 1,Sheet 7, Line 24 

Schedule No. 1 

Sheet 1 

$8.9710 

59.4869 

$j.&@ 

$10.7035 

50.0153 $0 
50.0153 $34,466 

$0.00 $0 

$34.486 
534.466 

$6,341,002 
$517.000 

($1,072,312) 

$5,765,690 

$5,820,176 

N BTU Factor = 1.0555 DtNMCF 
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Columbia Gas of Kentucky, Inc. 
GCA Unit Demand Cost 
June - Aug 2006 

Line 
!j.& 

a 

2 

3 

4 

5 

6 
7 

8 

9 

Descricition 

Expected Demand Cost: Annual 
dune 2006 - May 2007 

Less Rate Schedule IS/SS and GSO Customer 
Demand Charge Recovery 

Less Storage Service Recovery from Dellvery Service 
Customers 

Schedule No. 1 

Sheet 2 

Reference 

Sch. No.1, Sheet 3, Ln. 41 $20,020,561 

Sch. No.1, Sheet4, Ln. 10 $449,363 

-$157,815 

Net Demand Cost Applicable 

Projected Annual Demand Sales + Choice 

I + 2 + 3 $1 9,413,382 

June 2006 - May 2007 

At city-gate 
In Dth 
Heat content 
In MCF 

Lost and Unaccounted - For 
Factor 
Volume 5'6 

At Customer Meter 5 - 7  

Unit Demand Cost (7 / IO) To Sheet 1. line 19 

17,023,000 Dth 

16,127,901 MCF 
1.0555 Dth/MCF 

0.9% 
145.151 MCF 

15,982,750 MCF 

$1.2146 per MCF 
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Columbia Gas of Kentucky, Inc. 
Annual Demand Cost of Interstate Pipeline Capacity 
June 2006 - May 2007 

Line 
No. DescriDtiDn 

Schedule No. I 
Sheet 3 

Expected 
Monthly Annual 

Rate # Demand 
Dth $ /Oh Months cost 

Columbia Gas Transmlsslon Corporation 
Firm Storage Service (FSS) 

1 FSS Max Daily Storage Quantity (MDSQ) 220,680 $1.5000 12 $3,975,840 
2 FSS Seasonal Contract Quantity (SCQ) 11,264,911 $0.0288 12 $3,893,153 

Storage Service Transportation (SST) 
3 summer June - Sept. 06, Apr. - May 07 110,440 $4.1850 6 $2,773,148 
4 Winter Oct. 08 - Mar. 07 220,880 $4.185') 6 $5,546,297 

5 Firm Transportation Service (FTS) 20,014 $5.9410 12 $1,426,838 

6 Subtotal sum(l:5) 

Columbia Gulf Transmlsslon Company 
11 FJS - 1 (Mainline) 

Tennessee Gas 
21 Firm Transportation 

$17,615,277 

28,991 $3.1450 12 $1,094,120 

20,506 $ 4 . ~ , a  12 $1,137.786 

Central Kentucky Transmission 
31 Firm Transportation June 06- May 07 28,000 $0.5160 12 $173,376 

41 Total. Used on Sheet 2, line 1 $20,020,561 
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Gas Cost Adjustment Clause 

uected Demand Costs Recovered Annually From Rate Schedule ISlSS and GSO Customers 
r ~ F ) ~  - Aug 20Q6 

Line 
No. Descrlptlon 

1 Expected Demand Costs (Per Sheet 3) 

City-Gate Capacity: 
Columbia Gas Transmission 

2 
3 

4 Central Kentucky Transportation June 06 - May 07 

5 Total 2 + 3 + 4  

6 

7 Total Capacity - Annualized Line 51 Line 6 

Firm Storage Service - FSS 
Firm Transportation Service - FTS 

Divided by Average BTU Factor 

Monthly Unit Expected Demand Cost (EDC) of Daily Capacity 

Line 1 / Line 7 

9 Firm Volumes of IS/SS and GSO Customers 

Expected Demand Charges to be Recovered Annually from 
lo Rate Schedule wss and GSO Customers Line 8 * Line 9 

8 Applicable to Rate Schedules IS/SS and GSO 

Capacity 
# 

Daily Months Antiuallzed Units Annual Cost 
Dth Dth 
(1) (2) (3) (3) 

(11 x (2) 

$20,020,561 

220,880 12 2.650.560 
20.014 12 240,168 

28,000 12 336,000 

3.226.728 Dth 

1.0555 D t m C F  

3,057,061 Mcf 

$6.5190 lMcf 

5,718 12 68,616 Mcf 

to Sheet 2, line 2 $449,363 
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Columbia Gas of Kentucky, lnc. 
NonAppaIachbn Supply: Volume and Cost 
June - Aog 2006 

Cost includes transportation commodity cost and retention by the interstate pipelines, 

The volumes and costs shown are for sales customers only. 
but excludes pipeline demand costs. 

Schedule No. 1 
Sheet 5 

Total Flowing Supply Including Gas 
Injected Into Storage 

Line 
No. Month Volume AI cost Unit Cost 

Dth $/Dth 
(1 ) (2) (3) 

= (2) /(I) 

1 Jun-06 267,000 $2,189,000 $8.20 
2 JuI-06 1,370,000 $11,815,000 $8.62 
3 Aug-06 1,356,000 $1 1,989,000 $8.84 

4 Total 1+2+3 2,993,000 $25,993,000 $8.68 

N Gross, before retention. 

Net Storage 
Injection 

Dth 
(4) 

(56,000) 
(1,107,000) 
(1,091,000) 

(2254,000) 

Net Flowing Supply for 
Current Consumption 

Volume cost 
Dth 
(5) (6) 

= (1) + (4) = (3) x (5)  

21 1,000 $1,729,884 
263,000 $2,268,135 
265,000 $2342,983 

7 3 9,0 0 0 $6,341,002 



Columbia Gas of Kentucky, Inc. 
Appalachian Supply: Volume and Cost 
June - Aug 2006 

Line 
_No. Month 

1 Jun-06 
2 JuI-OOU 
3 Au!J-06 

4 To1:il 1 + 2 + 3 

21,000 $173,000 
20,000 $172,000 
20,000 $173,000 

61,000 $517,000 

2007-00008 AG Set 1-129 Attachment 4.pdf 

Schedule No. 1 
Sheet 6 
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Columbia Gas of Kentucky. InC. 
Annualized Unit Charge for Gas Retained by Upstream Pipelines 
June -Aug 2006 

Schedule No. 1 
Sheet 7 

Retention costs ace incurred proportionally to the volumes purchased, but recovery of lhe costs Is allocated to quarter by volume consumed 

Annual 

June - AUg Dec 06 - Feb Mar -May June 2006 - 
g,& 2006 Sept-Novo6 07 2007 May 2007 

Gas purchased by CKY for the remahing sales CUStOmerS 
I Volume Dth 3,054,000 2,555,000 1,950,000 3,361,000 10,920,000 

3 Unit cost $IDth $9.8377 
2 Commodity Cost Including Transportation $26.510.000 $23.436.000 $23,632,000 $33,650,000 $107,428,000 

Consumplion by the remaining sales customers 
11 Atdtygate 0th 691.000 1,968,000 5,907,000 2,541,000 11.107,OOO 
12 Lost and unaccounted for portion 0.90% 0.90% 0.90% 0.90% 

At customer meters 
13 In Dth (100%~ 12). 11 Dth 584,781 1.950.288 5,855,837 2.518.131 11,007,037 
14 Heat content DthlMCF 1.0555 1.0555 1.0555 1.0556 
$ G  InMCF 13 I14 MCF 646.774 1.847.739 5.546.032 2.385.723 10.42a.m 
.I ... 
16 Portion of annual line 15, quarterly1 annual 6.2% 17.7% 53.2% 22.9% 100.0% 

Gas retained by upstream pipelines 
21 Volume Dth 109,000 121,000 200,000 119,000 549,000 

To Sheet 1. line 9 -1 $1,190,365 $1,967,546 $1.170,690 $5,400.913 22 ' Quarterly. Deduct from Sheet 1 3 * 2 j  
23 Allocated to quarters by consumption $336,007 $956,964 $2872,350 $1.235592 $5,400,913 

cost 

To Sheet 1, kne 17 
24 Annualized unit charge 23/15 WMCF $0.5179 $0.5179 $0.5179 $0.5179 
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COLUMBIA GAS OF KENTUCKY. INC. Schedule No. 1 

Sheets 
DETERMINATION OF THE BANKING AND 

BAUViClNG CHARGE 
-5 PERIOD BEGINNING J U N W  

Line 
B.9, Descrllltlon 

I Tobl Slorage Capacity. Shes1 3, line4 11.264.911 

2 Net Transportation Volume 8,118,967 

3 Contract Tolerance Level @ 5% 405.948 

4 
5 to Transportalion Customers 

6 Seasonal Cantrad Queniih, (SCQ) 

Pwcenl of Annual Stoiags Applicable 

7 Rate 
8 SCQ Charge. Annualized 
9 Amount Applicable ToTansporlaUon CUStomT(BR 

i o  
11 Rate 
12 Total Cost 
13 

FSS lnjsction and Wihdrawai Charge 

Amouni Applicable To Transportation Cusiomsrs 

14 SST Commodily Charge 
15 Rate 
18 TobiCost 
17 Amwnt@~IicabIe To TransporlaUon CusiomeFs 

Amount 
For TranspItaUon 

&@ 

3.60% 

0.03W 
5344.708 

$12,409 

0.0157 

18 ~ o t a l  Cost Applicable To Transparlaah Cuslomers mz.!m 
19 Total Transportation Volume. Mcf 17,663,000 

20 Flex and Special Conlra~t Transpartation Volume - Mcf (10,190,842) 

21 NelTran~pnrtation Volume. Mcf line 19 + line 20 7.692.058 

22 Banking and Balancing Rate - Mcf. Line 18 I llne 21. To line 11 of the GCA Compadson %?a293 
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REFUM) ADJUSTMENT 



Line 
NO. 

Sdidule 4 
2007-00008 AG S e t  1-1 29 AttachmentPlgc1Sfz 

COLUMBIA GAS OF KENTUCKY, INC. 

SUPPLIER REFUND ADJUSTMENT 

DercripIlon 

1 Ssppliw Refitad from Columbia Gas Ttmsiaicsion (Jan. 2006) 
2 To Be P w x J  Back to C"r1amc~r 

$1 1,055 

3 Inleesf on Refund Balances 5371 

4 REFUND INCLUDING INTEREST $11,426 

5 Divided By: 
6 Projaled Sales for h e  Twelvc MonIhs Ended Mily 3 I ,  2007 15,982,750 

7 SIJPPLER REFUNDTO EXPIRE May31,2007 

8 TOTAL SUPPLIER REFUND TO EXPIRE May 31,2007 ($0.0007) 



February 20,2006 

___ RATE 
4.37 
4.55 
4.76 
2.97 
3.09 
3.27 
3.47 
3.64 
3.72 
4.01 
4.23 
4.23 

MONTH 
JANUARY 2006 

Schedule 4 
2007-00008 AG Set 1-129 Attachme&@& 

CKY'RATE REFUND INTEREST CALCULATION 
SELECTED INTEREST RATES 

COMMERCIAL PAPER - 3-MONTH 

FEBRUARY 2006 
MARCH 2006 
APRIL 20Q5 
MAY 2005 
JUNE 2005 
JULY 2005 
AUGUST 2005 
SEPTEMBER 2005 
OCTOBER 2005 
NOVEMBER 2005 
DECEMBER 2005 

46.31 TOTAL 

0.000092 DAILY RATE 

DAYS x 
31 
28 
31 
30 
31 
30 
31 31 

30 
31 
30 
31 

DAILY RATE 
0.000092 
0.000092 
0.000092 
0.000092 
0.000092 
0.000092 
0.000092 
0.000092 
0.000092 
0.000092 
0.000092 
0.000092 

x Columbia Gas Trans. 
11.054.72 
11.054.72 
11,054.72 
11,054.72 
11,054.72 
11,054.72 
11,054.72 
11,054.72 
11,054.72 
11,054.72 
11,054.72 
11,054.72 

= INTEREST 
31.53 
28.48 
31.53 
30.51 
31.53 
30.5 1 
31.53 
31.53 
30.51 
31.53 
30.51 
31.53 

TOTAL 371.23 
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AIVISaurroCompany 

Thomas D. Stone 
Manager 
Rates &Tariffs 

12801 Fair Lakes Parkway 

(703) 227-3262 voice 

tdstone@nlsouice.com 

March 20,2006 FairfaxVA 22033 

Federal Energy Regulatory Commission (703)227.3308 fax . 
Room lA, East 
888 First Street,N. E. 

. Washington, D.C. 20246 

Attention: Ms. Magalie Roman Salas, Secretary 

Re: 

Dear Ms. Salas: 

Refunds under the April 17, 9 995 Settlement in Docket No. GP94-02, @ al. 

- 
Pursuant to Section lSS.SOl(e) of the Federal Regulatory Commission’s (“Commission”) 

regulations, Columbia Gas Transmission Corporation (“Columbia”) herewith submits an original 
and five paper copies of its refund report in the above referenced docket. 

Staterlieat afN.cturc, Rensons and Easis.fo~Filing 

. 

On February 20,2006 Columbia made refunds as a result of a settlement filed on April 
17, 1995 in Docket GP94-02, & & (“Settlement”). The Setlleznent was approved by the 
Commission on lune 15, 1995 [Columbia Gas Transmission Corp., 71 FERC 161,337 (1995)). 

I 

The refunds made on February 20,2006, as billing credits or checks, represent deferred 
tax refunds received from Trailblazer Pipeline Company (Trailblazer) of $253,3 19.00 and from 
Overthrust Pipeline Company (Overthrust) of $58,532.07 plus interest of $2,483.66 and $594.04, 
respectively using the FERC interest rate in accordance with the Code of Federal Regulations, 
Subpart F, Section 154.501 (a). These refunds were made pursuant to Article VIII, Section E of 
thc Sett!c%&t. Per Article VIII, Section E, “Columbia shall pay to the parties (provided they are 
Supporting Parties), using the allocation pwi%nbwgcs s h w n  on Appendix G, Schedule 5 [of the 
Settlement], all refunds received from Wyoming.lnterstate Compmy, Ltd., Trailblazer Pipelini 
Company, Ozark Gas Tpnsmissiou Company, Overthrust Pipeline Company and any other 
pipeline relating to the flowback of excess deferred income taxes collected by such upstream 
pipelines for the period prior to the Stipulation Filing Date witb FERC Interest.. ..” 

Materials Submitted Eerewith 

. 

In accordance with Section 154.501(eX6) of the Commission’s regulations, the following 
material is submitted herewith: 

(1) Workpapers showing how the refund and interest were calculated; and 

(2) A Form of Notice for this filing suitable for publication in the Federal Register, as 
rcquired by Section ‘1 $&%)S O f W  C:arrrmiadni%’# m&%!~%s, and a diskette copy of such Notice 
of Filing labeled “TF032006.NTA”. 

mailto:tdstone@nlsouice.com


Ms. Magalie R. S a h  
Federal Energy Regulatory Commission 
March 20,2006 
Page 2 Of 3 

Waiver 
1 
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Columbia respectfully requests that the Commission grant any waivers that it may deem 
necessary to accept this filing. 

Posting and Certification of Service 

Pursuant to Section 154.601(f) of the Commission's regulations, a copy of this refimd 
report is being sent by Columbia by first-class mail, postage prepaid, to each of Columbia's 
customers receiving any refund and state commissions whose jurisdiction includes the location of 
any recipient of a refund that have made a standing request for such full reports. 

Pursuant to Section 154.501(g) of the Commission's regulations, recipients of refunds and 
state commissions that have not made a standing request for such full report shall receive an 
abbreviated report. 

This report is also available for public inspection during regular business hours in a 
convenient form and place at Columbia's offices at 12801 Fair Lakes Parkway, Fairfax, Virginia; 
and I OG Street, N.E., Suite 580 Washington, D.C. 

Subscription 

Pursuant to Section 154.4(b) of the Commission's regulations, the undersigned certifies 
that: (1) he knows the contents of the filing; (2) the paper copies of the filing contain the same 
information as that contained on the electronic media; (3) the contents are true to the best of his 
knowledge and belief; and (4) that he possesses the full power and authority to  sign the filing. 

Service on CoIumbia. 

It is respectfully requested that a11 Commission orders and correspondence as well as 
pleadings and correspondence from other persons concerning this filing be served upon the 
following: 

*Thomas D.. Stone, Manager, Rates and, Tariffs 
Columbia Gas Transmission Corporation 
12801 Fair Lakes Parkway 
Fairfax, Virginia 22033 
Phone: (703) 227-3262 Fax: (713) 227-3308 
Email: tdstone@,nisource.com 

*Kurt L. Krieger, Assistant General Counsel 
Nisource Corporate Services 
1700 MacCorkle Avenue, SE. 
Charleston, WV 253 14 
Phone: (304) 357-3225 Fax: (304) 357-3206 
Epail: Wviener@sisource.com 

mailto:tdstone@,nisource.com
mailto:Wviener@sisource.com


Ms. Magdie R. SdTS 

March 20,2006 
Page 3 of 3 
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*Sharon Theodore, Manager, Regulatory Affairs 
Columbia Gas Transmission Corporation 
10 G Street, N.E., Suite 580 
Washington, D.C. 20002 
Phone: (202) 216-9766 
Email: sirovka@nisource.com 

.Fax: (202) 216-9785 

* Persons designated to receive service in accordance with Rule 203 of the Commission’s Rules 
of Practice and Procedures, 18 C.F.R 5 385.203 (2006) 

Respectfully submitted, 

Thomas D. Stone 
Manager, Rates and Tariffs 

Enclosures 

mailto:sirovka@nisource.com
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TOTAL 

?I ALLCCATED PURSUANT TD ARTICLE Mll, SECTION E. OF COiUMBWS TUSTOMER SETTLEMEIIT 
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IN DOCXET NO. G W 2 .  R &C 
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ATTACHMENT 8 
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UNITED STATES OF AMERICA 
FEDERAL ENERGY REGULATORY COMMISSION 

Columbia Gas Transmission Corporation 1 Docket No. GP94-02, g at. 

NOTICE OF REFUND REPORT 

Take notice that on March 20, 2006, Columbia Gas Transmission Corporation (“Columbia”) 
tendered for filing with the Federal Energy Regulatory Commission (“Commission”) its Refund Report 
made to comply with the April 17, 1995 Settlement (LLSettlement”) in Docket No. GP94-02, g ,& as 
approved by the Cornmission on June 15, 1995 ( C w . ,  71 FERC .T  61,337 
(1995)). 

On February 20,2006 Columbia made refunds, as billing credits and with checks, in the amount 
of $3 14,928.77. The refunds represent deferred tax refunds received from Trailblazer Pipeline Company 
and Overthrust Pipeline Company. These refunds were made pursuant to Article VIII, Section E of the 
Settlement using the allocation percentages shown on Appendix G, .Schedule 5 of the Settlement. The 
refunds include interest at the FERC rate, in accordance with the Code of Federal Regulations, Subpart F, 
Section 154.501 (d). 

, b y  person desiring to intervene or to protest this filing must file in accordance with Rules 21 1 
and 214 of the Commission’s Rules of Practice and Procedure (18 CFR 385.21 1 and 385.214). Protests 
will be considered by the Commission in determining the appropriate action to be taken, but will not 
serve to make protestants parties to the proceeding. Any person wishing to become a party must file a 
notice of intervention or motion to intervene, as appropriate. Such notices, motions, or protests must be 
filed in accordance with the provisions of Section 154.210 of the Commission’s regulations (18 CFR 
154.210). Anyone filing an intervention or protest must serve a copy of that document on the Applicant. 
Anyone filing an intervention or protest on or before the intervention or protest date need not serve 
motions to intervene or protests on persons other than the Applicant. 

The Commission encourages electronic submission of protests and interventions in lieu of paper 
using the “eFiIing” link at htto.://www.fcrc.mv. Pereons unable to file electronically should submit an 
original and 14 copies of the protest or intervention to the Federal Energy Regulatoly Commission, 888 
First Street, N.E., Washington, D.C. 20426. 

This filing is accessible on-line at httD://www.ferc.eov, using the “etibrary” link and is available 
for review in the Commission’s Public ‘Reference Room in Washington, D.C. There is an 
“eSubscription” link ,on the web site that enables subscribers to receive email notification when a 
document is added to a subscribed docket($. For assistance with any FERC Online service, please emait 
FERCOn~ineSUDDort~ferc.eov, - or call (866) 208-3676 (toll free). For TTY, call (202) 502-8659. 

Magalie R. Salas 
Secretary 
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GAS COST INCENTIVE ADJUSTMENT 



Linc 
No. 

Srb. ule 6 
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COLUMBIA GAS OF KENTUCKY. INC. 

GAS COST INCENTIVE ADJUSTMENT 

Description 

1 Amount to be recovered 
For period April -October 2005 

2 Divided By: 
Projected Sales for the Twelve Months Ended May 31,2007 

3 Gas Cost Incentive Adjustment per Mcf 
Effective June 2007 -May 2007 

Amount 

$368,262 

15,982,750 

$ 0.0230 
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PIPELINE COMPANY TARIFF SHEETS 
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DETAIL SUPPORTING 

DEMAND/COMMODITY SPLIT 
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COLUMBIA GAS OF KENTUCKY 
CASE NO. 2006 - 00179 

CALCULATION OF DEMANDICOMMODITY SPLIT OF GAS COST ADJUSTMENT FOR TARIFFS 

Effeciiw June 2006 Billing Cycle 

$/MCF 
Demand Component of Gas Cost Adjustment 

Demand Cost of Gas (Schedule No. 1, Sheet 1, Line 19) 
Demand ACA (Schedule No. 2. Sheet 1, Line 23) 

$1.2146 
0.1 526 

Refund Adjustment ( Schedule No. 4) -0.0132 
SAS Refund Adjustment (Schedule No. 5) -0.00ol 

Total Demand Rate per Mcf $1.3539 <-to An E, line 21 

Commodity Component of Gas Cost Adjustment 

Commodity Cost of Gas (Schedule No. 1, Sheet 1, Line l a )  
Commodity ACA (Schedule No. 2, Sheet 1, Line 28) 

$9.4889 
-$0.8559 

Balancing Adjustment (Schedule No. 3. Sheet 1, Line 21) -$0.0026 
Gas Cost Incentive Adjustment ( Schedule No. 6) $o.0230 

Toial Commodity Rate per Mcf $8.6534 

CHECK: $1.3539 

$10.0073 
$8.6534 

COST OF GAS TO TARIFF CUSTOMERS (GCA) 

Calculation of Rate Schedule SVGTS - Actual Gas Cost Adjustment 

Commodity ACA (Schfxlule NO. 2, Sheel 1, Llrra 28) 

Gas Cost Incentive Adjustment ( Schedule No. 6 )  

-$0.8559 
-$0.0026 
$o.0230 
-$0.8355 

Balancing Adjustment (Schedule No. 3, Sheet I, Line 21) 

Total Commodity Rate per Mcf 
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Columbia Gas of Kentucky, Inc. 
CKY Choice Program 

100% Load Factor Rate of Assigned FTS Capacity 
Balancing Charge 

June. Aug 2006 

Adjustment 
for retention 

Line Conlract demand months Assignment downslream 
No. Description Volume Retention charges PJ proportions pipe, if any Annuat costs 

Monthly # on 

Dlh $loth $lDth $/MCF 
Sheet 3 Sheet 3 lines 4, 5 

(1) (2) (3) (4) ' (5) (6) = (7) = 
I / (100%- 

co12) 3 ' 4 * 5 * 6 

City gate capacity assigned to Cholce marketers 
Contract 

1 CKTFTSlSST 28,000 1.000% 
2 TCOFTS 
3 Total 

20,014 2.007% 
46,014 

Assignment Proportions 
4 CKTFTS/SST 1 / 3  56.32% 
5 TCOFTS 2/3 41.68% 

Annual demand cost of capacity asslgned to cholce marketers 
11 CKTFTS $0.5160 12 0.5832 1.0000 $3.6109 
12 TCO SST @ CKT FTS rate $1,5300 0 0.5832 1.0000 $O.OWO 

14 Gulf FTS-1. upstream to CKT FTS $3.1450 12 0.5832 1.0101 $22.2309 
15 TGP FTS-A, upstream to TCO FTS $4.6238 12 0.4168 1.0205 $23.6021 

16 Tolai Demand Cost of Assigned FTS, per unit 

13 TCOFTS $5.9410 12 0.4168 i.oaoo $29.7171 

$79.1611 $83.5150 

17 100% Load Factor Rate (16 I365 days) $0.2288 

Balancing charge, paid by Choice marketers 
21 Demand Cost Recovery Factor in GCA. per Mcf per CKY Tariff Sheet No. 5 
22 Less credil for mst of assigned capacity 
23 Plus storage commodity costs incurred by CKY for the Choice markeler 

24 Balancing Charge, per Md sum(Zi:23) 

$1.3539 
($0.2288) 
$0.1198 

$1.2449 

PJ TCO SST and CKT. tcQe!her b!a! 12 months. 
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P.S.C. Ky. Nc tLUMBIA GAS OF KENTUCKY, INC. 

CURRENTLY EFFECTIVE BILLING RATES 

Base Rate 
Charoe 

$ 

ATE SCHEDULE GSR 

First 1 Mcf or less per billing period 
Over I Mcf per billing period 

?ATE SCHEDULE GSO 

6.95 
1.8715 

:ommercial or Industrial 
First 1 M d  or less per billing period 
Next 49 Mcf per billing period 
Next 350 Mcf per billing period 
Next 600 Mcf per billing period 
Over 1000 Mcf per billing period 

lellverv Service 
Administrative Charge 

3tandbv Service Demand Charge 
Demand Charge times Daily Firm 
Vol. (Md) in Gust. Sew. Agrmt. 

Llelivefv Rate Per Mcf 
First 400 Mcf per billing period 

18.88 
1.8715 
1.81 53 
1.7296 
1.5802 

55.90 

1.8153 
Next 600 Mcf per billing period 
All Over 1000 Mcf Der billina oeriod 

1.7296 
1.5802 " ,  

Former IN8 Rate Pkr Mcf 
aanking and Balancing Service 

j.0575 

Total 
Gas Cost Adjustmen$' Billing 
Demand Commodity 

$ $ 5 

1.3539 
1.3539 

1.3539 
1.3539 
1.3539 
1.3539 
1.3539 

6.5490 

0.0205 

8.6534 16.9573 
8.6534 11.8788 

8.6534 28.8873 
8.6534 11.8788 
8.6534 11.8226 
8.6534 11.7369 
8.6534 I 1.5875 

55.90 

6.5490 

1.8153 
1.7296 
1.5802 
1.0575 
0.0205 

(continued on following sheet) 

I/ The Gas Cost Adjustment. as shown, is an adjustment per M d  determined in accordance with the 
"Gas Cost Adjustment Clause" as set forth on Sheets 48 through 51 of this Tariff. The Gas Cost 
Adjustment apptlcable to a customer who is receiving service under Rate Schedule GS, IN6, or 
IUS and received service under Rate Schedule SVGTS shall be $10.7035 per Mcf onlyfor those 
months of the prior twelve months during which they were served under Rate Schedule SVGTS 

(R) Reduction 

DATE OF ISSUE May 1,2006 

ISSUED B Y  Joseph W. Kelly 

DATE EFFECTIVE: June 2006 Billing Cycle 
(May 31,2006) 

President 

R 
R 

R 
R 
R 
R 
R 

R 

R 



REVISED 
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DLUMBlA GAS OF KENTUCKY, INC. P.S.C. Ky. No. E 

CURRENTLY EFFECTIVE BILLING RATES 

(Continued) 

Total 
Gas Cost Adjustment?' Billing Base Rate 

Chame Demand Commodity 
S $ $ $ 

RATE SCHEDULE G P R ~  

First 1 Mcf or less per billing period 
Over 1 Mcf per billing period 

RATE SCHEDULE GPO' 

Commercial or Industrial 
First 1 Mcf or less per billing period 
Next 49 Mcf per billing perhd 
Next 350 Mcf per billing period 
Next 600 Mcf per billing period 
Over 1000 Mcf per billing period 

RATE SCHEDULE IS 

Customer Charm Der billina DeriOd 
First 30,000 Mcf 
Over 30,000 Mcf 

Standbv Service Demand Charse 
Demand Charge times Daily Firm 
Volume (Mcf) in Customer Service Agreement 

Deliverv Sewice? 
Administrative Charge - 
First 30,000 Mcf 
Over 30,000 Mcf 
Ranking and Balancing S~ttvice 
(continued on following sheet) 

6.95 
1.8715 

18.88 
1.8715 
1.8153 
1.7296 
1.5802 

116.55 
0.5467 
0.2905 

55.90 
0.5467 
0.2905 

0.a205 

NIA NIA 
NIA NIA 

NIA NIA 
NIA NIA 
NIA NIA 
NIA NIA 
NIA NIA 

8.6534 
8.6534 ' 

6.5490 

NIA 
NIA 

NIA 
NJA 
NIA 
NIA 
NIA 

116.55 
9.2001 
8.9439 

6.5490 

55.90 

0.2905 
0.0205 

- I/ The Gas Cost Adjustment, as shown, is an adjustment per Mcf determined in accordance with the 
"Gas Cost Adjustment Clause" as set forth on Sheets 48 through 51 of this Tariff. 

2/ IS Customers may be subject to the Demand Gas Cost, under the conditions set forth on Sheets 14 
and 15 of this tariff. 

- 31 Currently, there are no customers on this rate schedule 

(RI - Reduction 

DATE OF ISSUE: May 1,2006 

lSSUED BY: Joseph W. Kelly 

DATE EFFECTIVE: June 2006 Billing Cycle 
(May 31,2006) 

President 



REVISED 
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LUMBIA GAS OF KENTUCKY, INC. P.S.C. Ky. No. 5 

CURRENTLY EFFECTIVE BILLING RATES 

(Continued) 

Total 
Base Rate Gas Cost Adjustmen$' Billing 
Charae Demand Commodity - Rate 

s $ $ $ 

ATE SCHEDULE IUS 

:or All Volumes Delivered Per Mcf 0.3038 1.3539 8.6534 10.3111 
ieliverv Service 
Administralive Charge 55.90 55.90 
Delivery Rate Per Mcf 0.3038 1.3539 1.6577 

Banking and Balancing Service 0.0205 0.0205 

iAlNLlNE DELIVERY SERVICE 

Administrative Charge 
Delivery Rate Per Mcf 
Banking and Balancing Service 

55.90 
0.0858 

0.0205 

55.9c 
0.085E 
0.0201 

I/ The Gas Cost Adjustment, as shown, is an adjustment per Mcf determined in accordance with the 
"Gas Cost Adjustment Clause" as set forth on Sheets 48 through 51 of this Tariff. 

R - Reduction I- Increase 

DATE OF ISSUE May 1,2006 

ISSUED BY Joseph W. Kelly 

DATE EFFECTIVE: June 2006 Billing Cycle 
May 31,20DB 

President 

R 

6 
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OLUMBIA GAS OF KENTUCKY, INC. P.S.C. Ky. No. 5 

CURRENTLY EFFECTIVE BILLING RATES 

RATE SCHEDULE SVGTS 

General Service Residential 

First 1 Mcf or less per billing period 
Over 1 Mcf per billing period 

General Service Other 

First 1 Mcf or less per billing period 
Next 49 Mcf per billing period 
Next 350 Mcf per billing period 
Next 600 Mcf per billing period 
Over 1000 Mcf per billing period 

Intrastate Utilitv Service 

For all volumes per billing period 

Actual Gas Cost Adiustment 

For ail volumes per' billing period 

Rate Schedule SVAS 

Balancing Charge -per Mcf 

(I) Increase 

Delivery Charge Der Mcf 

$6.95 (Minimum Bill) 
1.8715 

$18.88 (Minimum Bill) 
1.8715 
1.8153 
1.7296 
1.5802 

$ (0.8355) 

$ 1.2449 

$ 0.038 

DfiTE OF: ISSUE: May I, 2006 

ISSUED BY Joseph W. Kelly 

DATE EFFECTIVE: June 2006 Dnhg Cycle 
(May 31,2006) 

President 





Attorney General Data Request Set 1 
Question No. 130 

Columbia Gas of Kentucky Respondent: Judy Cooper 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL I O .  2007 

Question No. 130 

Describe how the Company identifies the demand requirement of each 
residential and each commercial customer for purposes of assessing the GCA. 

Response of Columbia Gas of Kentucky: 

The GCA is not assessed based on the individual demand of each customer. The 
demand and commodity components of the GCA are segmented to distinguish the 
pipeline capacity costs, which are represented by the demand charge, and the natural 
gas supply costs, which are represented by the commodity charge. 



! 



Attorney General Data Request Set 1 
Question No. 131 

Columbia Gas of Kentucky Respondent: Mark Balmert and Ronald D. Gibbons 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL I O ,  2007 

Question No. 131 

Please describe the rationale for the rate blocks in the respective rate schedules. 
Provide any workpapers, calculations, or other documentation that support the selection 
of these rate blocks and the rates applicable to them. 

Response of Columbia Gas of Kentucky: 

Proposed rate blocks by rate schedule are the same as those approved in both of CKY's 
previous 2 rate cases (case no. 2002-00145 and 94-179) with 2 exceptions: 1) the first 
block was eliminated from both residential and general service customers and 2) 
standby service and interruptible sales service to delivery service customers has been 
classified as a delivery service instead of a sales service. 

The rational for the elimination of the first block for both residential and general service 
were discussed in the direct testimony of CKY witness Ron Gibbons, on pages 8 and 9. 
In summary, the rational was based on 1) reduced customer confusion and number of 
calls to CKY's call center, 2) send more accurate price signal to customers, enhance 
CKY's ability to recover fixed costs in alignment with recovery mechanisms, and 3) align 
CKY's rate design consistent with other utilities in Kentucky. The residential volumetric 
rate applied to all gas consumed is simply the residential revenue requirement left after 
taking into revenue recovery from CKY's CGA rate, EAP rate, and customer charge 
divided by residential throughput volumes. The general service volumetric rate for the 
first 50 Mcf is equal to the residential volumetric rate. All other general service 
volumetric rates were determine by the general service revenue requirement left after 
taking into revenue recovery from CKY's CGA rate, administrative charge, and customer 
charge divided by general service throughput volume excluding throughput for the I" 50 
Mcf and then spread proportionately among the last 3 rate blocks based on the 
proportion of the last 3 current rate blocks. Please see Attachment RDG-5 of CKY's 
filing requirements for all rate design calculations. 

The rational to reclassify standby and interruptible sales service to delivery service 
customers instead of a separate sales service as is currently the case are simple ones: 
1) so that delivery service customers receive both delivery service and sales service 
charges on the same invoice. Customers have asked for it and it will reduce process 
time for CKY and 2) so that sales service volumes invoiced to delivery service customers 
will be billed as a continuation through the rate blocks under delivery service rate 
schedules where currently the sales service to delivery service customers rates are 
designed so that volumes start with the 1'' block rate on a separate invoice and a 
separate rate schedule. 

Page 1 of 3 



Attorney General Data Request Set 1 
Question No. 131 

Columbia Gas of Kentucky Respondent: Mark Balmert and Ronald D. Gibbons 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL 10,2007 

The volume shift among the rate blocks by shifting sales service volumes invoiced on a 
sales service invoice to sales service volumes as a continuation of delivery service 
volumes on a delivery service invoice was calculated as follows: 

1. Volumes by rate block by month by customer were determined for delivery 
service customers taking sales service under rate schedules GST, IS, and SS. 

2. Volumes by rate block by month by customer were determined for delivery 
service customers taking delivery service under rate schedules DS-GS, DS-IS, 
and DS-SS. 

3. Volumes delivered to delivery service customers under rate schedules GST and 
DS-GS were summed together by month. 

4. Volumes delivered to delivery service customers under rate schedules IS and 
DS-IS were summed together by month. 

5. Volumes delivered to delivery service customers under rate schedules SS and 
DS-SS were summed together by month. 

6. Volumes by rate block by month by customer were determined for delivery 
service customers based off the combined monthly throughput volumes in steps 
3 - 5 above. 

7. The combined monthly throughput by rate block by month determined in step 6 
above (combined throughput by rate block) less the volumes by rate block by 
customer by month from both steps 1 and 2 above (sales + delivery service 
under current rates by rate block) results in the difference or “shift“ among the 
rate blocks by changing from sales and delivery service being billed on 2 
separate invoices (where sales volumes go through the rate blocks on the sales 
invoice and delivery service volumes go through the rate blocks on the delivery 
service invoice) to a proposed one delivery service invoice where throughput 
volumes go through the rate blocks only once to determine the delivery service 
volumetric charges. 

8. The Step 7 analysis above on a customer basis was aggregated and the 
resulting change or “shift” of volumes by rate block by month of the affected rate 
schedules is shown on page 1 of the Attachment to this response. 

9. Continuing on Page 1 of the Attachment to this response and finishing on page 2 
is the summarized effect to the rate blocks to the test year. Column 1 (tariff 
Adjustment out of sales) shows the rate blocking of the GST, IS, and SS rate 
schedules as shown on Schedule M-2.2, column D. These volumes have been 
eliminated from these rate schedules for Schedule M-2.3. Column 2 (shift of 
block Mcf switch to trans serv.) is the 12 month total of step 8 above. Column 3 
(sales adjustment into trans) is the volumes by rate schedule by rate block that 
have been added to (shifted to) delivery service rate schedules from the GST, IS, 
and SS sales rate schedules. Volumes by rate block in Schedule M-2.3 for these 
delivery service rate schedules are the sum of the volumes by rate block in 
Schedule M-2.2 for these rate schedules adjusted by volumes by rate block in 
column 3. Resulting Schedule M-2.3 reflects the billing determinants for delivery 
service customers under proposed tariff sheet no. 6 where sales service to 

Page 2 of 3 



Attornev General Data Reauest Set 1 
Questibn NO. 131 

Columbia Gas of Kentucky Respondent: Mark Balrnert and Ronald D. Gibbons 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL I O ,  2007 

transportation customers are billed on one invoice and blocked delivery rate are 
applied to blocked throughput volumes. 

Page 3 of 3 
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Attorney General Data Request Set 1 
Question No. 132 

Columbia Gas of Kentucky Respondent Judy Cooper 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL I O ,  2007 

Question No. 132 

Please describe the rationale for the separation of the demand and commodity 
portions of the GCA. Provide all workpapers, calculations and other documentation that 
supports the respective demand and commodity rates. 

Response of Columbia Gas of Kentucky: 

Please refer to response to AG 1-129 and AG 1-130. The provision for the demand and 
commodity split in Columbia’s GCA was authorized by the Commission in Case No. 
1994-00179 by Order dated November 1,1994. 





Attorney General Data Request Set 1 
Question No. 133 

Columbia Gas of Kentucky Respondent: Judy Cooper 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL IO, 2007 

Question No. 133 

Please list the curtailments of gas service to interruptible customers during the 
peak seasons of 2004,2005,2006 and 2007 to date. For each curtailment, identify: 

a. The duration of the curtailment, 
b. The mcf curtailed, 
c. The proportion of interruptible customers curtailed, 
d. The extent of any failures by interruptible customers to curtail. 

Response of Columbia Gas of Kentucky: 

There were no curtailments to interruptible customers during the requested periods. 



i 



Attorney General Data Request Set 1 
Question No. 134 

Columbia Gas of Kentucky Respondent: Judy Cooper 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL 10,2004 

Question No. 134 

Please list the curtailments of gas service to delivery service customers during 
the peak seasons of 2004,2005,2006 and 2007 to date. For each curtailment, identify: 

a. The duration of the curtailment, 
b. The mcf curtailed, 
c. The circumstances causing the curtailment, 
d. The extent of any failures by delivery service customers to curtail, 
e. The penalties imposed for failure to provide transported gas. 

Response of Columbia Gas of Kentucky: 

There were no curtailments to delivery service customers during the requested periods. 





Attorney General Data Request Set 1 
Question No. 135 

Columbia Gas of Kentucky Respondent Judy Cooper 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL IO, 2007 

Question No. 135: 

Please provide the record of “unauthorized takes” that occurred during the last 
full heating season and the current season to date. Identify the penalties assessed and 
the penalties waived. 

Response of Columbia Gas of Kentucky: 

There were no unauthorized takes during the 2005-2006 heating season or the 2006- 
2007 heating season. No penalties were assessed or waived. 





Attorney General Data Request Set 1 
Question No. 136 

Columbia Gas of Kentucky Respondent: Judy Cooper 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL I O ,  2007 

Question No. 136 

Please refer to Sheet 6 of the tariff. Why are there no base rate charges shown 
for SS service? 

Response of Columbia Gas of Kentucky: 

The Standby Service Demand Charge of $6.5482, effective with Columbia’s December 
2006 Billing Cycle, is shown on Sheet 6. Columbia’s tariff page Original Sheet No. 17 
itemizes this charge under the heading of Base Rates and the amount is calculated in 
each Gas Cost Adjustment filing to reflect Columbia’s current demand costs. 





Attorney General Data Request Set 1 
Question No. 137 

Columbia Gas of Kentucky Respondent: Mark Balmert 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL IO, 2007 

Question No. 137: 

Please refer to Sheets 6 and 36 of the tariff, and rate schedule DS. 

a. What is the difference, if any, in how the Administrative Charge is assessed 
relative io how the Customer Charge is assessed? 

Please provide all workpapers, calculations or other documentation that 
support the $55.90 Administrative Charge. 

b. 

c. What is the rationale for the very steep reduction in this commodity charge 
per Mcf after the first 30,000 Mcf? 

Response of Columbia Gas of Kentucky: 

a. Both the Administrative Charge and the Customer Charge are fixed monthly 
charges assessed to the customer regardless of gas consumed. The 
Administrative Charge is only assessed to customers on Delivery Service 
excluding SVGTS service. 

b. The $55.90 Administrative Charge is a result of applying an "across the board" 
rate decrease in CKY's latest rate case (case no. 2002-00145) to the $65.00 
Administrative Charge established in CKY's 1994 rate case (case no. 94-179). 
The basis of the $65.00 Administrative Charge established in the 1994 rate 
case was Exhibit 40D (Attachment 1). Pages 25 through 27 of J. Balog, Jr.'s 
testimony describing the development of the Administrative Charge (Exhibit 
40D) are also attached (Attachment 2). 

c. Commodity charges for the first 30,000 Mcf and over 30,000 Mcf were agreed 
to in the settlement of case no. 94-179, filed September 23, 1994 and 
ordered November I, 1994. 
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.... .- 

FERC 
Account 

Exhibit 400 
Page 1 

Witness: J. Balog, JP. Columbia Gas of Kentucky Inc. 
Summary of Costs 

For the 12 Months Ended 12/31/95 
To Be Recovered By the Administrative Charge 

Amount 

903 $24,423 

907 18,276 

908 13,050 

926 

408 

Gas Accounting System (GAS) 

Total 

Total Transportation Bills 
(1 16 Customers x 12 Months) 

Administrative Charge 

13,678 

3,977 

21,440 

$94,844 

1,392 

$68.14 

t 
i 



I )  

- Year 
12/95 
12/95 
12/95 
12/95 
12/95 
12/95 
12/95 
12/95 

2/94 
2/94 
2/94 
2/94 
2/94 
2/94 
2/94 
2/94 

'I 
l2/94 

2/94 

2/94 

2/94 

12/95 

12/95 

2/94 
2/94 
2/94 
2/94 
2/94 
2194 

2/94 

-0/94 

12/95 

12/95 

i- 

Columbia Gas of Kentucky, Inc. 
Calculation of Labor and M&E 

To be Recovered by the Administrative Charge 
For the Twelve Months Ended 12/31/95 

PSC Case No. 2007-00008. . 
AG Set 1 -No. 137 

Attachment 1 
Page 2 of i 3  Exhibit 40D 

Page 2 
Witsess: J. B ~ I O ~ ,  jr, 

cost 
Account Element DescriDtion 

903 1010 Net Labor 
903 
903 
903 
903 
903 
903 
903 

903 
903 
903 
903 
903 
903 
903 
903 

903 
903 

903 

903 

903 

903 

903 
903 
903 
903 
903 
903 

903 

903 

903 

903 

20xx 
30xx 
4oxx 
50xx 
8OXX 
89xx 
95xx 

Total 

1010 
20xx 
30xx 
40xx 
50xx 
80% 
89xx 
95xx 

Total 

1010 
I010 

Total 

1010 

1010 

1010 

I010 

2020 
2034 
2070 

' 2020 
2034 
2070 

Total 

20xx 

20xx 

20xx 

2 0 s  

M & S  
Outside Serv 
RenVLease 
Emp exp 
Sys Sew 
Other 
Clearing acct 

Net Labor 
M & S  
Outside Sew 
RenVLease 
Emp exp 
Sys Sew 
Other . 
Clearing aoot 

Activity 71 73 
Activity 71 75 

Net Labor 

Net Labor 

Net Labor 

Net Labor 

Activity 71 73 
Activity 71 73 
Activity 7175 
Activity 71 75 
Activity 71 75 
Activity 71 75 

M & S  

M & S  

M & S  

M & S  

Amount 
2,042,208 

539,391 
226,234 

15 
14,951 

0 
IO0 

437,215 
3,260,l j.4 

1,869,567 
493,793 
207,109 

14 
13,687 

0 
92 

400,253 
2,984,515 

4,571 

22,089 

1,869,567 

0.01 18150 

2,042,208 

45 
1 

10 
191 

2 
I 

256 

493,793 

0.0005063 

539,391 

I 273 

Percent Comments 
0.6264223 Total Comoanv 

I ,  

0.1 65451 6 Total Company 
0.0693945 Total Company 
0.0000046 Total Company 
0.0045860 Total Company 
0.0000000 Total Company 
0.0000307 Totai Company 
0,1341103 Total Company 
f .0000000 

Total Company 
Total Company 
Total Company 
Total Company 
Total Company 
Total Company 
Total Company 
Total Company 

Actual for Adm Chg 
Actual for Adm Chg 

Total Company 

Percent for Adm Chg 

Total Company 

Forcasted for Adm Chc 

Actual for Adm Chg 
Actual for Adm Chg 
Actual for Adm Chg 
Actual for Adm Chg 
Actual for Adm Chg 
Actual for Adm Chg 

Totai Company 

Percent for Adm Chg 

Total Company, 

Forcasted for Adm Chs 
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Attachment 1 
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) 

- Year 

2/94 

2/94 

2/94 

12/95 

12/95 

2/94 
2/94 
2/94 
2/94 
2/94 
2/94 

2/94 

12/95 

12/95 

- 
i 

Columbia Gas of Kentucky, Jnc. 
Calculation of Labor and M&E 

To be Recovered by the Administrative Charge 
For the Twelve Monihs Ended 12/31/95 

cost 
Account Element Description 

903 

903 

903 

903 

903 

903 
903 
903 
903 
903 
903 

903 

903 

903 

903 

3A20 

30xx 

30% 

30xx 

30xx 

5020 
5025 
5026 
5061 
5020 
5025 

Total 

50xx 

50xx 

50xx 

50xx 

Activity 71 75 

Outside Serv 

Outside Sew 

Outside Serv 

Outside Serv 

Activity 71 73 
Activity 71 73 
Activity 71 73 
Activity 71 73 
Activity 71 75 
Activity 7175 

Outside Serv 

Outside Serv 

Outside Sew 

Outside Serv 

Amount Percent 

1 

207,109 

0.0000048 

226,234 

I 

1 
1 

11 
2 
2 
1 

18 

13,687 

0.00131 51 

14,951 

20 

- 

- 

II 

Exhibit 4oD 
Page 3 

Witness: J. Balog, Jr. 

Comments 

Actual for Adm Chg 

Total Company 

Percent for Adm Chg 

Total Company 

Forcasted for Adm Chs 

Actual for Adm Chg 
Actual for Adm Chg 
Actual for Adm Chg 
Actual for Adm Chg 
Actual for Adrn Chg 
Actual for Adm Chg 

Total Company 

Percent for Adm Chg 

Total Company 

Forcasted for Adm Chc 
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Attachment 1 
Page 4 of 13 Exhibit 4oD 

' )  

vear 
12/95 
12/95 
12/95 
12/95 
12/95 
12/95 
12/95 
12/95 

2/94 
2/94 
2/94 
2/94 
2/94 
2/94 
2/94 
2/94 

~ ) 2/94 
2/94 

2/94 

2194 

12/95 

12/95 

2/94 
2/94 
2/94 
2/94 
2/94 
2/94 

2/94 

+ 2/94 

12/95 

12/95 

Page 4 
Wikess: J. Balog, j r .  Columbia Gas of Kentucky, Inc. 

Calculation of Labor and M&E 
To be Recovered by the Administrative Charge 

For the Twelve Months Ended 12/31/95 

cost 
Account Element Description 
907 I010 Net Labor 
907 
907 
907 
907 
907 
907 
907 

907 
907 
907 
907 
907 
907 
907 
907 

907 
907 

907 

907 

907 

907 

907 
907 
907 
907 
907 
907 

907 

907 

907 

907 

20xu 
30xx 
40xx 
50xx 
8OXW 
89XX 
95xx 

Total 

1010 
20xx 
30% 
40xx 
50xx 
8OXX 
89XX 
95% 

Total 

1010 
1010 

Total 

I010 

I010 

I010 

1010 

2020 
2031 
2070 
2020 
2034 
2070 

Total 

20% 

20xw 

20xx 

20xx 

M & S  
Outside Sew 
RenVLease 
Emp exp 
Sys Serv 
Other 
Clearing acct 

Net Labor 
M & S  
Outside Serv 
RenVLease 
Emp exp 
Sys Sew 
Other 
Clearing acct 

Activity 5400 
Activity 7810 

Net Labor 

Net Labor 

Net Labor 

Net Labor 

Activity 5400 
Activity 5400 
Activity 5400 
Activity 781 0 
Activity 781 0 
Activity 781 0 

M & S  

M & S  

M & S  

M & S  

Amount 
399,555 
26,677 
30,508 

27 
74,304 

0 
23,010 

571,644 

333,051 
22,237 
25,430 

22 
61,936 

0 
19,180 
14,649 

17,563 

476,496 

9,485 

11,972 

333,051 

0.0359464 

2,487 

399,555 

14.363 
1 
1 

11 
66 
1 

__ 24 
104 

22,237 

0.0046769 

26,677 

- 125 

Percent Comments 
0.6989577 Total Company 
0.0466672 Total Company 
0.0533689 Total Company 
0.0000472 Total Company 
0.1299830 Total Company 
0.0000000 Total Company 
0.0402523 Total Company 
0.0307237 Total Company 
1 .ooooooo 

Total Company 
Total Company 
Total Company 
Total Company 
Total Company 
Total Company 
Total Company 
Total Company 

Actual for Adm Chg 
Actual for Adm Chg 

Total Company 

Percent for Adrn Chg 

Total Company 

Forcasted for Adm Chg 

Actual for Adm Chg . 
Aotuai for Adm Chg 
Actual for Adm Chg 
Actual for Adm Chg 
Actual for Adrn Chg 
Actual for Adm Chg 

Total Company 

Percent for Adm Chg 

Total Company 

Forcasted for Adm Chg. 
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1 

Year 

2/94 
2/94 
2/94 

2/94 

2/94 

12/95 

1 2/95 

2/94 
2/94 
2/94 
2/94 
2/94 
' 2/94 

2/94 
2/94 
2/94 
2/94 
2/94 
2/94 
2/94 
2/94 
2/94 
2/94 
a94  

.- .)a94 

2/94 

2/94 

12/95 

12/95 

Cclumbia Gas of Kentucky, Inc. 
Calculation of Labor and M&E 

Tc be Recovered by the Administrative Charge 
For the Twelve Months Ended 12/31/95 

Cost 
Account Element Description 

907 
907 
907 

907 

907 

907 

907 

907 
907 
907 
907 
907 
907 
907 
907 
907 
907 
907 
907 
907 
907 
907 
907 
907 
907 

907 

907 

907 

907 

3E30 
3F01 
3A20 

Total 

30xx 

30% 

30xx 

30xx 

5010 
501 1 
5020 
5021 
5023 
5030 
5050 
5051 
5071 
501 5 
5025 
507 1 
501 1 
5020 
5023 
5030 
501 5 
5025 

Total 

50xx 

50xX 

!?Om 

50xx 

Activity 5400 
Activity 5400 
Activity 781 0 

Outside Sew 

Outside Serv 

Outside SeN 

Outside Serv 

Activity 5400 
Activity 5400 
Activity 5400 
Activity 5400 
Activity 5400 
Activity 5400 
Activity 5400 
Activity 5400 
Activity 5400 
Activity 5400 
Activity'5400 
Activity 7810 
Activity 7810 
Activity 781 0 
Activity 781 0 
Activity 781 0 
Activlty 7810 
Activity 781 0 

Outside Serv 

Outside Serv 

Outside Serv 

Outside Sew 

Amount 

'1,702 
41 
1 

1,74;F 

25,430 

0.0685804 

30,508 

2,092 

345 
165. 
281 

5 
7 

36 
66 
4 

45 
123 
40 
9 
1 

20 
10 
I1  

220 
26 

1,414 

61,936 

0.0228300 

74,304 

Exhibit 40D 
Page 5 

Witness: 3.  Balog, jT. 

Percent Comments 

Actual for Adm Chg 
Actual for Adm Chg 
Actual for Adm Chg 

Total Company 

Percent for Adm Chg 

Total Company 

Forcasted for Adm Chs 

Actual for Adm Chg 
Actual for Adm Chg 
Actual for Adm Chg 
Actual for Adm Chg 
Actual for Adm Chg 
Actual for Adm Chg 
Actual for Adm Chg 
Actual for Adm Chg 
Actual for Adm Chg 
Actual for Adm Chg 
Actual for Adm Chg 
Actual for Adm Chg 
Actual for Adm Chg 
Actual for Adm Chg 
Actual for Adrn Chg 
Actual for Adm Chg 
Actual for Adm Chg 
Actual for Adrn Chg 

Total Company 

Percent for Adm Chg 

Total Company 

Forcasted for Adm Chc 

i 
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Exhibit 40D 

12/95 
12/95 
12/95 
12/95 
12/95 
12/95 
12/95 
1 2/95 

2/94 
2/94 
2/94 
2/94 
2/94 
2/94 
2/94 
2/94 

.* 2/94 

2/94 

2/94 

12/95 

12/95 

2/94 
2/94 

2/94 

2/94 

12/95 

12/95 
i 
-1 

Columbia Gas of Kentucky, Inc. 
Calculation of Labor and M&E 

To be Recovered by the Adminlstrative Charge 
For the Twelve Months Ended 12/31/95 

cost 
Account Element Description 

908 
908 
908 
908 
908 
908 
908 
908 

908 
908 
908 
908 
908 
908 
908 
908 

908 

908 

908 

908 

908 

908 
908 

908 

908 

908 

908 

I010 
20xx 
30xx 
40xx 
50xx 
80% 
89xx 
95xx 

Total 

l o l o  
20xx 
30% 
40xx 
50% 
80% 
89xx 
95xx 

Total 

1010 
Total 

1010 

1010 

1010 

I010 

3A20 
3F11 

Total 

30% 

30% 

30xx 

30% 

Net Labor 
M & S  
Outside Serv 
RenVLease 
Emp exp 
Sys Serv 
Other 
Clearing acct 

Net'Labor 
M & S  
Outside Serv 
RenYLease 
Emp exp 
Sys Serv 
Other 
Clearing acct 

Activity 781 0 

Net Labor 

Net Labor 

Net Labor 

Net Labor 

Activity 7810 
Activity 781 0 

Outside Sew 

Outside Sew 

Outside Serv 

Outside Serv 

Amount 
597,151 
34,740 
45,403 
7,630 

100,514 
8,167 
9,215 

43,289 
846,100 

474,640 
27,613 
36,088 
6,065 

79,893 
6,491 
7,324 

672,515 
34.401 

9,999 
9,999 

474,640 

0.0210665 

597,151 

30 
I_ 13 
43 

36,088 

0.001 197 5 

45,403 

54 - 

Percent Com ments 
0.7057688 Total Company 
0.0410590 Total Company 
0.0536615 Total Company 
0.0090178 Total Company 
0.1 187968 Total Company 
0.0096525 Total Company 
0.01 0891 1 Total Company 
0.051 1525 Total Company 
1 .ooooooo 

Totai Company 
Total Company 
Totai Company 
Total Company 
Total Company 
Total Company 
Total Company 
Total Company 

Actual for Adm Chg 

Total Company 

Percent for Adm Chg 

Total Company 

Forcasted for Adm Chg 

Actual for Adrn Chg 
Actual for Adm Chg 

Totai Company 

Percent for Adm Chg 

Total Company 

Forcasted for Adm Chg 

I 



1 
Year 

2/94 
2/94 
2/94 

2/94 

2/94 

12/95 

12/95 

. ..e ) 

Coiumbia Gas of Kentucky, lnc. 
Calculation of Labor and M&E 

To be Recovered by the Administrative Charge 
For the Twelve Months Ended 12/31/95 

cost 
Account ' Element Description Amount Percent 

908 
908 
908 

908 

908 

908 

908 

501 0 
5020 
501 5 

Total 

50XX 

50xX 

50xx 

50xx 

Activity 7810 302 
Activity 781 0 9 
Actlvi?, 781 0 __ 20 

331 

Outside Serv 79,893 

Outside Serv 0.0041430 

Outside Serv 100,514 

Outside Serv __3 41 6 

PSC Case No. 200740008 
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Comments 

Actual for Adrn Chg 
Actual for Adm Chg 
Actual for Adm Chg 

Total Company 

Percent for Adm Chg 

Total Company 

Forcasted for Adm Chg 
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Exhibit 4OD 
Page 8 

Columbia Gas of Kentucky Inc. J. Balog, J ~ .  

Benefits and Payroll Taxes 

For the 12 Months Ended 12/31/95 
To Be Recovered By the Administrative Charge 

Account No. 
- C. E. 

TCC 6230-6240 

903-7173-7175 
1010 

TCC 2610-7380-7310 

907-5400-7810 
1010 

908- 781 0 
1010 

Total Labor Expense 

TME: 
1 2/31 195 

$ 

24,129 

14,363 

12,580 

51,072 

Overheads Dollars 
$ 

Employee Benefits Account 926 
Group Insurance Plans 
Thrift Plan 
Retirement Income Plan 

Total Benefits Account 926 

18568% 9,483 
1,129 2.21 1 % 

6.003% 3,066 
13,678 

Payroll Taxes Account 408 
FICA 
FUTA 

Total Payroll Taxes Account 408 

7.565% 
0.143% 

SUTA 0.082% 

Payroll Taxes Account 408 
FICA 
FUTA 

Total Payroll Taxes Account 408 

7.565% 
0.143% 

SUTA 0.082% 

3,864 
73 
42 

3,979 

-. 

i’ .... I 
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Columbia Gas of Kentucky, Inc. 

Caoital Budaet 

Exhibit 4QD 
Gas Accounting System Page 9 

Wilness: J.  Balog, Jr. 

Amount 
8 

GAS ACCOUNTING SYSTEM 

Total Costs Included in Account 303.30 as of March 31, 1994 

Additional Costs Budgeted to be Included In Account 303.30 as of December 31, 1994 

Additional Costs Budgeted to be Included in Account 303.30 as of December 31, 1995 

81,567 

132,837 

- 0 
Total Budget for Gas Accounting System 

Amortization Period 

214,404 

10 Years 

21,440 Total Expenses Per Year - Gas Accounting System 



FERC 
Account 

903 

907 

908 

926 

408 

Columbia Gas of Kentucky, h. 
Operatlon & Maintenance Expenses 

For Administrative Charge 
TME 2/28/94 

22,358 

15,950 

10,373 

11.800 

3,432 

PSC Case No. 2007-00008 
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Exhibit 40D 
Page 10 

Witness: J. Balog, Jr. 

... 
,-, 



Account No. 
I: } C. E. 

TCC 6230 

903-7173 
1010 

PSC Case No. 2007-00008 
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Exhibit 4OD 
Page 11 

Witness: J. Balog, Jr. 

Columbia Gas of Kentucky, lnc. 
Labor Exoenses. Benefits, Pavroll Taxes 

TME: M D  YTD TME: 
12/31/93 2/28/93 2/28/94 

$ $ $ $ 

4,317 569 823 4.571 

TCC 6240 I 
903-7175 
1010 

TCC 261 0 

907-5400 
1010 

TCC 7380 - 731 0 
907-7810 
1010 

. .  ) 908-7810 
1010 ...... 

Total Labor Expense 

Group Insurance Plans 
Thrift Plan 
Retirement Income Plan 

Total Benefits Account 926 

Pavroll Taxes Account 408 
FICA 
FUTA 
SUTA 

Total Payroll Taxes Account 408 
71, 

16,712 2,828 3,634 1731 8 

8,738 

2,476 

42,077 

Overheads 

18.568% 
2.211% 
6.003% 

7.565% 
0343% 
0.082% 

1,048 

481 

f.609 

6,,515 

1,795 9,485 

472 2,487 

8,498 44,060 

- Dollars 
$ 

8,181 
974 

2,645 
11.800 

3,333 
63 
- 36 

3,432 



Account No. 
C. E. 

GEN 903 - ACTlV 7173 
2020 
3A20 
5020 
5023 
5061 
2034 
5025 
5026 
Total TCC 6230 

TCC 6240 

GEN 903 - ACTlV 7175 
2070 
5020 
5023 
2020 
2034 
2070 
5025 
Total TCC 6240 

Total GEN 903 

...) GEN a07 - ACTiV 5400 

TCC 2610 
2020 
2031 
2070 
3E30 ' 

3F01 
50iO 
501 I 
6020 
5021 
5023 
5030 
5050 
5051 
5071 
9541 
5015 
5025 
Total GEN 907 - ACTIV 54W 

TCC 7380 - 7310 

GEN907-ACTlV7610 
1 2020 

I ....," 2034 
2070 
5010 
501 1 
5020 

PSC Case No. 2007-00008 
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Page 12 of 13 Pago 12 
Witness: J. Balog, Jr. 

Columbia Gas of Kentucky. Ino. 
Qther aeration 8 Maintenance Expenses 

NE 

$ 
12/31/93 ' - 

2 
1 
1 

3 
0 
0 
0 
7 

a 

10 
2 
0 
0 
0 
0 
0 

12 

19 

32 
3 

246 
1567 

41 
345 
165 
267 

5 
7 

49 
66 
10 
45 

356 
0 
0 

321 8 

66 
1 

24 
30 

1 
21 

YTD YTD 

$ $ 

0 43 
0 0 
0 0 
0 0 
1 0 
0 1 
Q f 

11 0 
1 56 

__I 

0 0 
0 0 
0 0 
0 191 
0 2 
0 1 

1 0 
D 195 
- 

0 
0 

10 
162 
0 
0 
0 
0 

0 
13 
0 
6 
0 

37 
0 
0 

248 

P 

1 251 

0 
0 
5 

21 
0 
7 

0 
0 

14 
317 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

98 
123 
40 

592 

5 
0 

27 
0 
0 
0 

NE 
2/28/94 

$ 

45 
1 
1 
D 
2 
1 
1 

11 
62 

10 
2 
0 

191 
2 
1 
1 

207 

269 i 

32 
3 

250 
1702 

41 
345 
I65 

5 
7 

36 
66 
4 

45 
417 
123 

I 

I 
281 I 

4 

i 
~ 

40 
3562 

i 71 
1 

46 
9 I 



Account No. 
C. E. 

J .' GEN 907 - ACTV 7810 (Con?) 
5023 
5030 
3A20 
5015 
5025 
Total GEN 907 - ACTV 7810 

Total 907 

GENS08 - ACTlV7810 
3A20 
3F11 
5010 
5020 
5015 
Total 908 

Total Other 0 & M Expenses 

Coiurnbla Gas of Kentuctv. Inc. 
Other Ooeration a Maintenance Expenses 

m e  YTD 
12/31193 2/28/93 

$ s 

10 
11 
0 
0 
0 

164 

3382 

30 
13 

302 
9 
0 

354 

3755 

0 
n 

275 

0 
0 
0 
0 
0 
0 

276 

PSC Case No. 2007-00008 
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Page 13 

Witness: J. Balog, Jr. 
n a  TME - 2/28/94 2/28/94 

s $ 

0 
0 
1 

220 
26 

279 

871 

20 
20 

1142 

10 
11 
1 

220 
26 

41 6 

3978 

30 
13 

302 
9 

20 
374 

4621 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

. ""' . 14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

1 

..... j 

,... 

Q. 

A. 

Q. 

A. 

Q. 

A. 

PSC Case Ne. 2007-00008 
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Bow would you characterize the changes made to the allocation 

methodology since the last rate case? 

The changes are enhancements to the allocation process made 

possible by the increased availability of data for individual 

customers. This identification allows for costs to be more 

directly assigned to the various classes of Customers, thus 

eliminating the need for certain costs to be allocated. In 

this regard, I have prepared attachment JB-5 which provides a 

brief explanation of any allocation factor that was changed 

from the last rate filing. 

Would you generally describe your overall approach to 

determining the costs to be included in the Administrative 

Charge? 

The Administrative Charge Study (Exhibit 400) identifies costs 

incurred by Columbia that are directly associated with those 

customers that transport, rather than purchase, natural gas. 

Generally describe how you developed the Administrative Charge 

included in this case. 

It was first determined from Columbia's Chart of Accounts 

which work locations were to be used in the development of the 

Administrative Charge. These hCatiOnS are 6230 Gas 

Transportation Accounting, 6240 DirectorlGas Revenue 

Accounting, and 7380 Gas Transportation Service. It was then 

determined from Columbia's Code Pattern Master Listing which 

code patterns were used in these locations, the associated 

FERC account classification for each, and the allocation 

25 
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1 

'' 2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

' 5  14 

15 

16 

17 

18 

19 

20 

21 

- 22 

23 

24 

25 

26 

1 

,.... .... 

I 
.._.I 

- .  
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percentage assigned to each work location for Company No. 32 

(Columbia Gas of Kentucky, Inc.). From Columbia's Chart of 

Accounts it was also determined which actidty codes were used 

by the above locations to record expenses under each general 

ledger PERC account. These activity numbers were 7173 Gas 

Transportation Service, 7175 Director/Gas Revenue Accounting, 

7810 Marketing and Market Development, and 5400 Marketing - 
Gas Transportation. Page 11 of Exhibit 40B shows a summary by 

Cost Element by FERC Account of the actual labor expense 

charged to the above activity codes €or the 12 Months ended 

2/28/94. Page 11 also shows the February, 1994 overheads that 

apply to labor. Exhibit 40D, pages 12 and 13, show a summary 

by Cost Element by PERC Account of the actual non-labor 

expense charged to the above activity codes for the 12 Months 

ended 2/28/94. Exhibit 40B, page 10, shows a summary of 

expenses charged f o r  the 12 Months ended 2/28/94. Exhibit 

40B pages 2 through 7 take the detail by Cost Element grouping 

by FERC account for the twelve months ended 12/31/95 and shows 

the percent of the Cost Element grouping to the total account. 

The percentages are then applied to the actual twelve months 

ended 2/28/94 for each FERC account to get an actual spread by 

Cost Element grouping. Actual amounts for activities that are 

tobe recovered through the administrative charge from Exhibit 

40D, pages 11 through 13, are then brought forward to 

determine the percent of total Cost Element grouping during 

the actual period that applied to the administrative charge. 

26 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

I )  

1 
15 

16 

This percent is applied to the forecasted 12/31/95 Cost 

Element grouping by FERC account to determine the 12/31/95 

expense to be recovered through the administrative charge. 

Exhibit 40D, page 8, shows the application of the labor 

ovexhead costs. Exhibit 40D, page 9, shows the development of 

the costs of the Gas Accounting System (GAS), the new billing 

system for Gas Transportation and Large Volume Billing. This 

system w i l l  be on-line before January, 1995, and will be 

amortized over the next 10 years. Page 2 shows the summary of 

pages 2 through 9 for the forecasted test year and the 

resulting Administrative Charge. The t o t a l  expenses of 

$94,844 are divided by the number of annual bills (116 

customers X ii = 1,392) to arrive at an average charge of 

$68.14 per customer for administering transportation service. 

Does this complete your direct testimony? Q. 

a. Yefi, it does. 

? 

27 





Attorney General Data Request Set 1 
Question No. 138 

Columbia Gas of Kentucky Respondent: Judy Cooper 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL 10,2007 

Question No. 138: 

Please refer to sheets 12 and 51b of the tariff. Is the Energy Assistance Program 
Surcharge a charge or a credit? If a credit, why is it called a surcharge? What are the 
eligibility criteria? Why aren't those criteria contained in the tariff? 

Response of Columbia Gas of Kentucky: 

The Energy Assistance Program Surcharge is a charge, as set forth on Sheet 51 b, that 
is applied to residential customer bills based on their gas usage. The surcharge is 
reflected as a line item on the customer's bill and helps to fund the Energy Assistance 
Program (EAP). The EAP program provides a bill credit to enrolled customers during 
the five heating months of November through March and is also shown as a line item on 
the bill. 

To be eligible for enrollment, a customer must be an active customer of Columbia, 
enrolled in the federal Low-Income Home Energy Assistance Program and therefore 
have an annual income at or below 110% of the federal poverty guidelines. The 
Community Action Council of Fayette, Bourbon, Nicholas and Harrison Counties is the 
Program Administrator and determines customer eligibility for Columbia. 

The EAP was adopted and approved by the Commission as a result of a settlement in 
Case 2002-00145. Neither the settlement nor the Commission's order required the 
eligibility criteria to be incorporated into the tariff. 





Attorney General Data Request Set 1 
Question No. 139 

Columbia Gas of Kentucky Respondent: Judy Cooper 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL I O .  2007 

Question No. 139: 

Refer to sheet 51a. What is rate schedule GPS? 

Response of Columbia Gas of Kentucky: 

Rate Schedule GPS, “General Propane Service,” is set forth within Sheet 11 of 
Columbia’s tariff. There were no customers served under this tariff neither during the 
test year nor currently. 





Attorney General Data Request Set 1 
Question No. 140 

Columbia Gas of Kentucky Respondent: Judy Cooper 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL 10,2007 

PSC CASE NO. 2007-00008 

Question No. 140: 

Refer to sheet 13. Must an interruptible customer also commit to some firm 
service? If so, why? 

Response of Columbia Gas of Kentucky: 

Please see Sheet 13 under the heading Availabilitv of Service, part (2) (a). A customer 
may choose zero'as the desired level of firm service. 





Attorney General Data Request Set 1 
Question No. 141 

Columbia Gas of Kentucky Respondent: Ronald D. Gibbons 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL IO, 2007 

Question No. 141: 

What is the basis for the interruptible rates on sheet 14 of the tariff? Provide all 
workpapers, calculations or other documentation that support these rates. 

Response of Columbia Gas of Kentucky: 

On page 3 of 28 in the Class Cost of Service studies, line 18 shows “unitized returns” for 
each rate class. The “unitized return” represents the relationship between the overall 
rate of return on rate base and each individual rate class’ contribution to the rate of 
return on rate base. A “unitized return” of 1 indicates that rate class is contributing the 
correct amount to the overall return on rate base. A number greater than 1 means that 
rate class is over contributing and a number less than 1 indicates an under contribution. 
The “unitized returns” at current rates indicated that GS-Other and DS/IS/SS were over 
contributors and GS-Res and IUS were under contributors. The goal of the new rate 
design was to decrease the returns on the GS-Other and DS/IS/SS classes while 
increasing the returns for the GS-Res and IUS. Therefore, GS-Res class ended up with 
the largest rate increase. The fairest way to allocate a revenue deficiency (rate 
increase) across rate schedules is through a class cost of service study. 





Attorney General Data Request Set 1 
Question No. 142 

Columbia Gas of Kentucky Respondent: Judy Cooper 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL I O ,  2007 

Question No. 142: 

Refer to sheet 16 of the tariff. Please identify and describe any waivers of the 
reentry fee that the Company may have granted during the last three years. Describe 
fully the reason(s) for these waivers. 

Response of Columbia Gas of Kentucky: 

No waivers have been granted nor have any reentry situations arisen that required a 
determination on a waiver. 





Attorney General Data Request Set 1 
Question No. 143 

Columbia Gas of Kentucky Respondent: Judy Cooper 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL 10,2007 

PSC CASE NO. 2007-00008 

Question No. 143: 

Refer to sheet 33 of the tariff. Under what rate schedule, if any, can a marketer 
deliver gas to his customers if his Aggregation Pool is less than 100 customers? 

Response of Columbia Gas of Kentucky: 

Sheet 33 pertains to marketers in Columbia’s Customer Choice program. Under the 
heading Availability, a marketer can deliver gas to his customers if his Aggregation Pool 
consists of either a minimum or 100 customers or a customer or group of customers with 
a minimum annual throughput of 10,000 Mcf. This is the only rate schedule available to 
marketers for the Customer Choice program. 





Attorney General Data Request Set 1 
Question No. I44 

Columbia Gas of Kentucky Respondent: Judy Cooper 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL I O ,  2007 

Question No. 144: 

Without identifying the name of the marketers, please list all marketers, the 
number of customers that each serves, and the aggregate volume of gas delivered 
through each marketer. 

Response of Columbia Gas of Kentucky: 

During the test period, two marketers delivered gas to Columbia pursuant to Rate 
Schedule SVAS. At September 30, 2006 one marketer had 26,095 customers enrolled 
and the other had 3,678 customers enrolled. The aggregate volume delivered to 
customers through the two marketers was 3,561,192 Mcf or individually, 3,085,964 and 
475,228 Mcf. 





Attorney General Data Request Set 1 
Question No. 145 

Columbia Gas of Kentucky Respondent: Judy Cooper 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL I O ,  2007 

PSC CASE NO. 2007-00008 

Question No. 145: 

Refer to sheet 37f of the tariff. 

a. Explain the rationale for paying the marketers 97.5% of the marketers’ 
billings. Provide all workpapers, calculations or other documentation 
supporting this figure. 

b. Under “Billing” Columbia charges $0.20 per account per month for billing. 
Then, under “Payment to Marketer” Columbia subtracts the cost of billing 
from the 97.5% of the marketers’ billing that it pays to the marketer. Why isn’t 
this a double-recovery of billing costs? 

c. Does Columbia allow marketers to perform their own billing? If not, why not? 

Response of Columbia Gas of Kentucky: 

a. The rationale for paying the marketers 97.5% of the marketers’ billings is that it 
both reimburses Columbia for performing all of the credit and collections activity 
for the marketer’s accounts and it encourage Columbia to promote the Choice 
program. Adoption and operation of Choice programs requires gas utilities to 
incur additional administrative burdens and costs (e.g. increased customer 
service, information technology, energy supply responsibilities, etc.) which would 
not be otherwise incurred without appropriate incentives. There are no work 
papers or other calculations. The percentage was agreed to by the parties in 
each of Columbia’s Choice applications, Case No. 1999-00165 and Case No. 
2004-00462 and authorized by Commission Orders in the respective cases. 

b. The $0.20 per account billing charge enables Columbia to recover some of the 
additional costs incurred by Columbia for billing for marketers. The amount was 
also agreed to by the parties in each of Columbia’s Choice applications and 
authorized by the Commission Orders. 

c. Marketers are not allowed to perform their own billing. The billing service was 
offered to marketers so they would not have to incur the high cost of establishing 
a billing system and remitting a bill to customers. It was also a foundation of 
making the program easy for customers and avoiding confusion. It also provided 
assurance to governmental entities that there would be no additional burden for 
tax collection. 





Attorney General Data Request Set 1 
Question No. 146 

Columbia Gas of Kentucky Respondent: Judy Cooper 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL I O ,  2007 

Question No. 146: 

Who assumes the risk for the uncollectibles from marketers’ customers, 
Columbia or the marketer? 

Response of Columbia Gas of Kentucky: 

Columbia assumes all risk. 





Attorney General Data Request Set 1 
Question No. 147 

Columbia Gas of Kentucky Respondent: Mark Balmert (a-c) and Judy Cooper (d) 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL I O ,  2007 

Question No. 147: 

Refer to sheet 39 of the tariff. With regard to the flex provision, please identify: 

a. 

b. 

C. 

The number of flex rate customers, 

The discount in the DS rate awarded to each flex rate customer, 

The difference between the flex rate revenue and the revenue that would 
otherwise be collected under the DS rate schedule during the last full 
year, 

The alternate fuel cost estimates used to determine the flex rates. d. 

Response of Columbia Gas of Kentucky: 

a. 9 customers. 

b. DS-SMITH 
FXI 
FX2 
FX4 
FX5 
FX6 
FX7 

s c 2  
sc3  

C. DS-SMITH 
FXI 
FX2 
FX4 
FX5 
FX6 
FX7 
s c 2  
s c 3  

First 30,000 $0.0901/Mcf Over 30,000 Mcf $0.0479/Mcf. 
First 30,000 ($0.4217)/Mcf Over 30,000 Mcf ($0.1655)/Mcf. 
First 30,000 ($0.4217)/Mcf Over 30,000 Mcf ($0.1655)/Mcf. 
First 30,000 ($0.2217)/Mcf Over 30,000 Mcf $0.0345/Mcf. 
First 30,000 ($0.4609)/Mcf Over 30,000 Mcf ($0.2047)/Mcf. 
First 30,000 ($0.421 7)IMcf Over 30,000 Mcf ($0.1655)/Mcf. 
First 25,000 ($0.0967)/Mcf Next 5,000 ($0.2967)/Mcf Over 30,000 
Mcf (0.0405)/Mcf. 
First 30,000 ($0.4167)/Mcf Over 30,000 Mcf ($0.1605)/Mcf. 
First 30,000 ($0.4167)/Mcf Over 30,000 Mcf ($0.1605)/Mcf. 

($ 10,626.84) 
$ 82,475.56 
$ 4,757.33 
$ 32,073.78 
$1,314,714.12 
$ 112,778.55 
$ 56,674.60 
$ 45,278.89 
$ 612,020.98 

d. 
operating/maintenance costs a customer would incur to switch to an alternate fuel 

A calculation is performed to determine the estimated capital and 

Page 1 of 2 



Attorney General Data Request Set 1 
Question No. 147 

Columbia Gas of Kentucky Respondent: Mark Balmert (a-c) and Judy Cooper (d) 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

lNFORMATlON REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL IO, 2007 

PSC CASE NO. 2007-00008 

source assuming the project must meet an estimated internal rate of return for the 
customer over a defined period of time. The CKY flex rate is negotiated to be 
competitive with the alternate fuel source. It should be noted that in most cases the 
customer’s alternate energy source is an interstate gas pipeline. 

Page 2 of 2 





Attorney General Data Request Set 1 
Question No. 148 

Columbia Gas of Kentucky Respondent Mark Balmert (a & b) 
Judy Cooper (c & d) 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL 10,2007 

Question No. 148 

Please refer to sheet 38 of the tariff. 

a. 

b. 

Identify the number and annual gas consumption of the GDS customers. 

Provide the test year revenue from the GDS customers under the GDS 
rate and under the DS rate. 

Provide the rationale for continuing to provide service to these customers 
on a discontinued rate schedule. 

State whether Columbia is under any contractual obligation to continue to 
provide service to the GDS customers under the GDS rate schedule. 

c. 

d. 

Response of Columbia Gas of Kentucky: 

a. 27 customers, 368,090.0 Mcf. 

b. $648,756.90 under rate GDS, $250,991.49 under rate DS. 

c. This is not a discontinued rate schedule. The volume requirements for 
Delivery Service reverted back to 25,000 Mcf from 6,000 Mcf with the 
advent of the Choice program. The customers are called "grandfathered" 
only because their annual volumes fall between 6,000 and 25,000. 

As long as the tariff remains in effect, Columbia is obligated to provide 
service pursuant to the terms of its tariff. 

d. 





/ Attorney General Data Request Set 1 
Question No. 149 

Columbia Gas of Kentucky Respondent: Judy Cooper 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL 10,2007 

Question No. 149: 

Aside from the $0.55 per month difference in the customer charge, is there any other 
distinction between the rates charged IUDs and DS customers? 

Response of Columbia Gas of Kentucky: 

The difference in the customer charge is $55.00 per month. The Delivery Charges are 
different as the DS rate schedule contains two rate blocks and the IUDS rate schedule is 
flat. The IUDS provision is distinct in that it is only available to intrastate utilities within 
the Commonwealth of Kentucky. 



, .  . . '., j: ,:".,'.s , . , . , . . . , .  



Attorney General Data Request Set 1 
Question No. 150 

Columbia Gas of Kentucky Respondent: Mark Balmert (a) 
Judy Cooper (b and c) 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL 10,2007 

Question No. 150: 

Refer to sheet 41 of the tariff. 

a. 

b. 

Please identify the number and annual consumption of MLDS customers. 

Please describe fully all services that Columbia performs for MLDS 
customers. 

Provide all workpapers, calculations or other documentation that support 
the proposed charges for MLDS service. 

c. 

Response of Columbia Gas of Kentucky: 

a. 2 customers, 200,189 Mcf 

b. The services performed for MLDS are the same as those for Rate Schedule 
DS customers. The difference is that a Rate Schedule MLDS customer is 
connected directly through a dual -purpose meter to facilities of an interstate 
pipeline supplier of Columbia. This distinction is set forth on Sheet 41, under 
the heading AVAILABILITY, item (3) of Columbia’s tariff. 

c. Work papers, calculations and/or documentation supporting the proposed 
charge for DS-MS service has been provided by witness Ronald Gibbons as 
two cost allocation studies: the demand / commodity study provided as filing 
requirement #39 and the customer / demand study provided as filing 
requirement #40. As a result of these studies Ronald Gibbons has proposed 
an increase in the monthly customer charge from $1 16.50 to $200.00. 





Attorney General Data Request Set 1 
Question No. 151 

Columbia Gas of Kentucky Respondent: Mark Balmert 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL 10,2007 

Question No. 151: 

Refer to sheets 43 and 44 of the tariff. With regard to rate schedule 
AFDS, please identify: 

a. 

b. 

C. 

The number of AFDS customers, 

The discount in the DS rate awarded to each AFDS rate customer, 

The difference between the AFDS rate revenue and the revenue that 
would otherwise be collected under the DS rate schedule during the last 
full year, 

The alternate fuel cost estimates used to determine the AFDS rates. 

The distinction(s) between the rate schedule AFDS and the flex rate 
provisions of rate schedule DS. 

An explanation for why any customers would accept an AFDS rate up to 
150% of the otherwise applicable rate. 

d. 

e. 

f. 

Response of Columbia Gas of Kentucky: 

There were no AFDS customers during the test year nor are there as of the date of this 
response. 





Attorney General Data Request Set 1 
Question No. 152 

Columbia Gas of Kentucky Respondent: Mark Balmert (a, b and c) 
Judy Cooper (d and e) 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL 10,2007 

Question No. 152: 

Refer to sheet 46 of the tariff. Please identify: 

a. The number of SAS customers, 

b. The discount in the rate awarded to each SAS rate customer relative to 
the applicable alternative rate schedule, 

The difference between the SAS rate revenue and the revenue that would 
otherwise be collected under the alternative rate schedules during the last 
full year, 

The alternate fuel cost estimates used to determine the SAS rates. 

The distinctions among the rate schedules SAS, AFDS and the flex rate 
provisions of rate schedule DS. 

C. 

d. 

e. 

Response of Columbia Gas of Kentucky: 

a. I customer 
b. $0.0000/Mcf 
C. $0.00 
d. 
e. 

SAS delivery rate is set equal to the DS delivery rate. 
The distinctions among the rate schedules reflect the changed 
circumstances through the years in gas transportation. The AFDS tariff 
originated in 1983 to allow for variable pricing to allow natural gas an 
opportunity to compete with the use of No.2 fuel oil as an alternative fuel. 
The SAS tariff originated in 1986 to help Columbia retain customers who 
would have otherwise converted to alternate fuels. The nature of 
Columbia’s service under the AFDS and SAS tariffs is “bundled“ service, 
meaning gas supply and transportation. The flex provision of the DS rate 
schedule originated in 1986 to allow Columbia to flex its transportation 
rate to compete with alternate sources of energy available to a customer. 
Columbia’s service under the DS tariff is “unbundled” service, meaning 
gas transportation. The customer is responsible for purchasing his own 
gas supply. 





Attorney General Data Request Set 1 
Question No. 153 

Columbia Gas of Kentucky Respondent: Judy Cooper 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL I O ,  2007 

Question No. 153: 

Refer to sheet 48 of the tariff and specifically the Gas Cost Incentive 
Adjustment (GCIA) and the Off System Sales and Capacity Release Adjustment 
(OSCRA). 

a. 

b. 

C. 

d. 

Provide a complete description of these adjustments, 

Identify the Commission orders that approved these adjustments, 

Provide the two most recent calculations of these adjustments, 

Provide the Commission orders, letters or other documents that approved 
the two most recent calculations of these adjustments. 

Response of Columbia Gas of Kentucky: 

a. and b. 

By Order dated March 29,2005 in Case No. 2004-00462, the Commission 
authorized a Gas Cost Incentive Mechanism for Columbia. The Gas Cost 
Incentive Mechanism is a summer (April -October) commodity program in which 
Columbia’s gas purchases are compared against a benchmark. The savings 
achieved by Columbia are shared equally between Columbia’s shareholders and 
sales customers. The GCIA factor collects Columbia’s share of the savings. The 
customer’s share is included in the Expected Gas Cost and Actual Adjustment 
factors. The same Commission Order also provided the most recent 
authorization of Columbia‘s Off-System Sales and Capacity Release program 
wherein Columbia and its customers share equally in the revenue from these 
activities. The Off-System Sales and Capacity Release Adjustment (“OSCRA”) 
factor credits the customer’s share to Columbia’s sales and Choice customers 
and is calculated in the Actual Cost Adjustment. 

Page 1 of 2 



Attorney General Data Request Set 1 
Question No. 153 

Columbia Gas of Kentucky Respondent: Judy Cooper 

c. The GCIA is included in Columbia’s GCA filings for March 2007 and June 2006 
on Schedule No. 6. The Off-System Sales and Capacity Release factor in 
included in Columbia’s GCA filings for September 2006 and September 2005 on 
Schedule No. 2. Please see the attached and response to AGI-129 for the 
calculations. 

d. Please see attached Orders in Case Nos. 2007-00050 (March 2007)’ 2006- 
00179 (June 2006), 2006-00366 (September 2006) and 2005-0031 8 (September 
2005). 

Page 2 of 2 
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STATEMENT SHOWING ACTUAL COST 
RECOVERY FROM CUSTOMERS T M N G  STANDBY 
SERVICE UNDER RATE SCHEDULE IS AND OS0 
FOR THE TWELVE MONTHS ENDED JUNE 30,2005 

LINE 
- NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 

13 

MO" 

July 2004 
August 2004 
September 2004 
October 2004 
November 2004 
December 2004 
January 2005 
February 2005 
March 2005 
April 2005 
May 2005 
June 2005 

Total SS Commodity Recovery 

LINE 
MO" 

14 July2004 
15 August 2004 
16 September 2004 
17 October 2004 
18 November 2004 
19 December 2004 
20 January 2005 
21 February 2005 
22 March2005 
23 April2005 
24 May2005 
25 June2005 

26 Total SS Demand Recovery 

ss 
Commodity 

Volumes 
(1 1 
Mcf 

299 
125 
(85) 
930 

4,581 
3.512 
7,620 
(4,096) 
1,406 
8,327 
3,984 
2.188 

SS 
Demand 

Yolumeri_ 
( 3 )  
Mcf 

6,151 
6,151 
6,151 
6,151 
6,151 
6,151 
6,151 
6,151 
6,151 
7,397 
5,338 
5,066 

Average 
Recovery SS Commodity ss 

- Rate 
(2) 

$ l M d  

$8.6680 
$8.2864 
$8.2864 
$6.9948 
$7.0220 
$7.0220 
$9.7377 
$8.9669 
$8.9669 
$7.8445 
$7.9658 
$7.9658 

Recovery 
(3) 
$ 

$2,592 
$1,036 
($704) 
$6,505 

$32,168 
$24,661 
$74,201 
($36,728) 
$12,607 
$65,321 
$31,736 
$17,429 

$230,824 

Average 
ss SS 

Demand Demand 

SIWcf 

$6.8900 $42,380 
$7.7000 $47,363 
$7.7000 $47,363 
$7.7000 $47.363 
$7.3600 $45,271 
$7.5300 $46,317 
$5.7700 $35,491 
$6.6500 $40,904 
$6.6500 $40,904 
$6.7782 $50,138 
$6.7200 $35,871 
$8.6.7200 $39,352 

$518,719 

27 TOTAL SS AND OS0 RECOVERY $749,542 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

CASE NO. 2007-00050 
NOTICE OF PURCHASED GAS ) 

GAS OF KENTUCKY, INC. ) 
ADJUSTMENT FILING OF COLUMBIA ) 

O R D E R  

On December 13, 2002, in Case No. 2002-00145,’ the Commission approved 

rates for Columbia Gas of Kentucky, Inc. (“Columbia”) and provided for their further 

adjustment in accordance with Columbia’s gas cost adjustment (“GCA) clause. 

On January 30, 2007, Columbia filed its proposed GCA to be effective March 1, 

2007. On February 5, 2007, Columbia filed a correction to one of its proposed tariff 

sheets. 

After reviewing the record in this case and being othewise sufficiently advised, 

the Commission finds that: 

1. Columbia’s notice includes rates designed to pass on to its customers its 

expected change in wholesale gas costs. 

2. Columbia’s revised expected gas cost (“EGC) is $9.4131 per Mcf, a 

decrease of 98.81 cents per Mcf from its last EGC of $10.4012. 

3. Columbia’s notice sets out a rate for Banking and Balancing Service of 

2.06 cents per Mcf. 

4. 

5. Columbia’s notice sets out no transportation take-or-pay refund 

Columbia’s notice sets out no take-or-pay refund adjustment. 

adjustment 

’ Case No. 2002-00145, Adjustment of Gas Rates of Columbia Gas of Kentucky, 
Inc. 
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6. Columbia's notice sets out no current quarter refund adjustment ("RA"). 

Columbia's notice sets out a total RA of (.07) cent per Mcf, which is an increase of 1.24 

cent per Mcf from the prior RA. 

7. Columbia's notice sets out an annual actual cost adjustment of ($1.9761) 

per Mcf, which is no change from the previous rate. 

8. Columbia's notice sets out a balancing adjustment of ($1.1408) per Mcf. 

which is a decrease of $1.1414 per Mcf from the previous rate. 

9. Columbia's notice sets out a Special Agency Service refund adjustment of 

(.02) cent per Mcf, which is no change from the previous rate. 

I O .  Columbia's notice sets out a Gas Cost Incentive Adjustment of 2.81 cents 

per Mcf, which is an increase of 5 1  cent per Mcf from the previous rate. 

11. Columbia's approved gas cost recovery rate ("GCR") is $6.3234 per Mcf. 

which is $2.1 120 per Mcf less than its previous GCR of $8.4354. 

12. The rates in the Appendix to this Order are fair, just, and reasonable, and 

should be approved for billing with the final meter readings of the first billing cycle of 

March 2007, beginning on March 1, 2007. 

IT IS THEREFORE ORDERED that the rates in the Appendix to this Order are 

approved for billing with the final meter readings beginning on March 1, 2007. 

Done at Frankfort, Kentucky, this 27Ih day of February, 2007. 

By the Commission 

ATTEST: 

Case No. 2007-00050 
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APPENDIX 

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE 
COMMISSION IN CASE NO. 2007-00050 DATED February 27,2007 

The following rates and charges are prescribed for the customers in the area 

served by Columbia Gas of Kentucky, Inc. All other rates and charges not specifically 

mentioned herein shall remain the same as those in effect under authority of this 

Commission prior to the effective date of this Order. 

Gas Cost Recoverv Rate 

The total Gas Cost Recovery Rate shall be $6.3234 per Mcf effective March 1, 

2007 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

NOTICE OF PURCHASED GAS ) 

GAS OF KENTUCKY, INC. ) 
ADJUSTMENT FILING OF COLUMBIA ) CASE NO. 2006-00179 

O R D E R  

On December 13, 2002, in Case No. 2002-00145,’ the Commission approved 

rates for Columbia Gas of Kentucky, Inc. (“Columbia”) and provided for their further 

adjustment in accordance with Columbia’s gas cost adjustment (“GCA) clause. 

On May 1, 2006, Columbia filed its proposed GCA to be effective May 31, 2006. 

Columbia filed supplemental information on May 12, 2006. 

After reviewing the record in this case and being otherwise sufficiently advised, 

the Commission finds that: 

I. Columbia’s notice includes rates designed to pass on to its customers its 

expected change in wholesale gas costs. 

2. Columbia’s revised expected gas cost (“EGC”) is $10.7035 per Mcf, a 

decrease of $1.0681 per Mcf from its last EGC of $1 1.7716. 

3. Columbia’s notice sets out a rate for Banking and Balancing Service of 

2.05 cents per Mcf. 

4. 

5. Columbia’s notice sets out no transportation takesr-pay refund 

Columbia’s notice sets out no take-or-pay refund adjustment. 

adjustment. 

’ Case No. 2002-00145, Adjustment of Gas Rates of Columbia Gas of Kentucky, 
Inc., Order dated December 13, 2002. 
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Columbia’s notice se t s  out a current quarter refund adjustment (“W) of 

(.07) cent per Mcf. Columbia’s notice se t s  out a total RA of (1.32) cent per Mcf, which is 

a n  increase of 1 .I4 cent per Mcf from the prior RA. 

6. 

7. Columbia’s notice sets out an annual actual cost adjustment (“ACA) of 

(70.33) cents per Mcf, which is no change from the previous rate. 

8. Columbia’s notice sets out a balancing adjustment (“BA) of (.26) cent per 

Mcf, which is no change from the previous rate. 

9. Columbia’s notice sets out a Special Agency Service refund adjustment of 

(.01) cent per Md, which is no change from the previous rate. 

10. Columbia’s notice sets out a Gas  Cost Incentive Adjustment (“Incentive”) 

of 2.30 cents per Mcf. Since this is a new component, this is an increase of 2.30 cents 

per Mdfrom the previous rate. 

11. Columbia’s approved gas cost recovery rate (“GCR”) is $10.0073 per Mcf, 

which is $1.0337 per Mcf less than its previous GCR of $1 1.0410. 

12. The rates in the Appendix to this Order a re  fair, just, and reasonable, and 

should b e  approved for billing with the final meter readings of the first billing cycle of 

J u n e  2006, beginning on May 31,2006. 

IT IS THEREFORE ORDERED that the rates in the Appendix to this Order are 

approved for billing with the final meter readings beginning on May 31, 2006. 

Done at  Frankfort, Kentucky, this 26th day of May, 2006. 

By the Commission 

Case  No. 2006-00179 
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APPENDIX 

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE 
COMMISSION IN CASE NO. 2006-00179 DATED May 26, 2006. 

The following rates and charges are prescribed for the customers in the area 

served by Columbia Gas of Kentucky, Inc. All other rates and charges not specifically 

mentioned herein shall remain the same as those in effect under authority of this 

Commission prior to the effective date of this Order. 

Gas Cost Recoverv Rate 

The total Gas Cost Recovery Rate shall be $10.0073 per Mcf effective May 31, 

2006. 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

CASE NO. 2006-00366 
NOTICE OF PURCHASED GAS ) 

GAS OF KENTUCKY, INC. ) 
ADJUSTMENT FILING OF COLUMBIA ) 

O R D E R  

On December 13, 2002, in Case No. 2002-00145,‘ the Commission approved 

rates for Columbia Gas of Kentucky, Inc. (“Columbia”) and provided for their further 

adjustment in accordance with Columbia’s gas cost adjustment (“GCA”) clause. 

On July 31, 2006, Columbia filed its proposed GCA to be effective August 29, 

2006. On August 18, 2006, Columbia filed its revised GCA still to be effective August 

29,2006. 

After reviewing the record in this case and being otherwise sufficiently advised, 

the Commission finds that: 

1. Columbia’s notice includes rates designed to pass on to its customers its 

expected change in wholesale gas costs. 

2. Columbia’s revised expected gas cost (“EGC) is $10.0239 per Mcf, a 

decrease of 67.96 cents per Mcf from its last EGC of $10.7035. 

3. Columbia’s notice sets out a rate for Banking and Balancing Service of 

2.05 cents per Mcf. 

4. 

5. Columbia’s notice sets out no transportation take-or-pay refund 

Columbia‘s notice sets out no take-or-pay refund adjustment. 

adjustment. 

‘ Case No. Z002-0011t5, Adjustment af Gas Rates of Columbia Gas of Kentucky, 
lnc., Order dated December 13,2002. 
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6. Columbia’s notice sets out no current quarter refund adjustment (“RA). 

Columbia‘s notice sets out a total RA of (1.32) cent per Mcf, which is no change from 

the prior RA. 

7. Columbia’s notice sets out an annual actual cost adjustment (“ACA) of 

($1.6671) per Mcf, which is a decrease of 96.38 cents per Mcf from the previous rate. 

8. Columbia’s notice sets out a balancing adjustment (“BA) of .06 cent per 

Mcf, which is an increase of .32 cent per Mcf from the previous rate. 

9. Columbia’s notice sets out a Special Agency Service refund adjustment of 

(.02) cent per Mcf, which is a decrease of .01 cent per Mcf from the previous rate. 

10. Columbia‘s notice sets out a Gas Cost Incentive Adjustment (“Incentive”) 

of 2.30 cents per Mcf, which is no change from the previous rate. 

1 1 .  Columbia’s approved gas cost recovery rate (“GCR”) is $8.3670 per Mcf, 

which is $1.6403 per Mcf less than its previous GCR of $10.0073. 

12. The rates in the Appendix to this Order are fair, just, and reasonable, and 

should be approved for billing with the final meter readings of the first billing cycle of 

September 2006, beginning on August 29,2006. 

IT IS THEREFORE ORDERED that the rates in the Appendix to this Order are 

approved for billing with the final meter readings beginning on August 29, 2006. 

Done at Frankfort, Kentucky, this 28Ih day of August, 2006. 

By the Commission 

ATTEST: 

Case No. 2006-00366 
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APPENDIX 

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE 
COMMISSION IN CASE NO. 2006-00366 DATED August 28,2006 

The following rates and charges are prescribed for the customers in the area 

served by Columbia Gas of Kentucky, Inc. All other rates and charges not specifically 

mentioned herein shall remain the same as those in effect under authority of this 

Commission prior to the effective date of this Order. 

Gas Cost Recoverv Rate 

The total Gas Cost Recovery Rate shall be $8.3670 per Mcf effective August 29, 

2006. 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

CASE NO. 2005-00318 
NOTICE OF PURCHASED GAS ) 

GAS OF KENTUCKY, INC. 1 
ADJUSTMENT FILING OF COLUMBIA ) 

O R D E R  

On December 13, 2002, in Case No. 2002-00145. the Commission approved 

rates for Columbia Gas of Kentucky, Inc. (“Columbia”) and provided for their further 

adjustment in accordance with Columbia’s gas cost adjustment (“GCA“) clause: 

On July 29, 2005, Columbia filed its proposed GCA to be effective August 29, 

2005. 

After reviewing the record in this case and being otherwise sufficiently advised. 

the Commission finds that: 

1. Columbia’s notice includes rates designed to pass on to its customers its 

expected change in wholesale gas costs. 

2. Columbia’s revised expected gas cost (“EGC“) is $10.1188 per Mcf, an 

increase of 66.1 1 cents per Mcf from its last EGC of $9.4577. 

3. Columbia’s notice sets out a rate for Banking and Balancing Service of 

2.05 cents per Mcf. 

4. 

5. Columbia’s notice sets out no transportation take-or-pay refund 

Columbia’s notice sets out no take-or-pay refund adjustment. 

adjustment. 

’ Case No. 2002-00145, Adjustment of Gas Rates of Columbia Gas of Kentucky, 
Inc., Order dated December 13,2002. 
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6. Columbia’s notice sets out no current quarter refund adjustment (“RA”). 

Columbia’s notice sets out a total RA of (1.74) cent per Mcf, an increase of .03 cent 

from the prior RA. 

7. Columbia’s notice sets out an annual actual cost adjustment (“ACA) of 

(70.33) cents per Mcf, which is a decrease of 81.78 cents per Mcf from the previous 

rate. 

8. Columbia’s notice sets out a balancing adjustment (“BA”) of .51 cent per 

Mcf, which is a decrease of 21.79 cents per Mcf from the previous rate. 

9. Columbia’s notice sets out a Special Agency Service refund adjustment of 

(.01) cent per Mcf, which is an increase of .01 cent per Mcf from the previous rate. 

10. Columbia’s approved gas cost recovery rate (“GCR”) is $9.4031 per Mcf, 

which is 37.42 cents per Mcf less than its previous GCR of $9.7773. 

11. The rates in the Appendix to this Order are fair, just, and reasonable, and 

should be approved for billing with the final meter readings of the first billing cycle of 

September 2005, beginning on August 29,2005. 

IT IS THEREFORE ORDERED that the rates in the Appendix to this Order are 

approved for billing with the final meter readings beginning on August 29,2005. 

Done at Frankfort, Kentucky. this 24Ih day of August, 2005. 

By the Commission 

A’ITEST: 



2007-00008 AG 1-1 53d Attachmentpdf 

APPENDIX 

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE 
COMMISSION IN CASE NO. 2005-00318 DATED August 24.2005 

The following rates and charges are prescribed for the customers in the area 

served by Columbia Gas of Kentucky, Inc. All other rates and charges not specifically 

mentioned herein shall remain the same as those in effect under authority of this 

Commission prior to the effective date of this Order. 

Gas Cost Uecoverv Rate 

The total Gas Cost Recovery Rate shall be $9.4031 per Mcf effective August 29, 

2005. 





Attorney General Data Request Set 1 
Question No. 154 

Columbia Gas of Kentucky Respondent: Mark Balmert 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL I O .  2007 

Question No. 154  

Refer to Schedule M, page 1. 

a. 

b. 

C. 

d. 

e. 

f. 

How does the Company distinguish between commercial and industrial 
customers? 

Are there any differences in the rates charged commercial and industrial 
customers of the same size? 

What are “Trans Fallback customers? 

What are the differences between: 
i. Lines 3 andl0, 
11. Lines 4, 9, 11 and 12, 
iii. Lines 5, 7, and 8, 
iv. Lines 35 through 38, 
V. Lines 41 and 42? 

Why does the revenue from Standby Service disappear under proposed 
rates? 

What are the tariff pages that apply to: 
I. lines 25 through 27, 
ii. lines 30, 41 and 42. 
iii. lines 5 through 8? 

Response of Columbia Gas of Kentucky: 

a. Per CKY’s tariff Second Revised Sheet no. 99 a commercial customer is: 

Commercial Customer is a customer using gas service through a single 
meter in commercial activities such as apartment buildings, rooming and 
boarding dwellings, residential hotels, multi-family row housing, doubles, 
duplexes, combination commercial and residential accounts shall be 
considered commercial if commercial usage is half or more than half of the 
total service, and all other situations where gas is supplied to consumers in two 
or more dwelling units designed for the primary purpose of residences. 
Includes warehousing, distributing or selling commodities, providing 
professional services, wholesale and retail stores, offices, office buildings, 
hotels, clubs, lodges, associations, restaurants, warehouses, railroad and bus 

Page 1 of 3 



Attorney General Data Request Set 1 
Question No. 154 

Columbia Gas of Kentucky Respondent: Mark Balmert 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL 10,2007 

PSC CASE NO. 2007-00008 

stations, banks, laundries, dry cleaners, mortuaries, garages for commercial 
activity, gasoline stations, theaters, bowling alleys, billiard parlors, motor 
courts, camps, bars, grills, taverns, retail bakeries, private hospitals, private 
schools, churches, religious and charitable institutions, governmental agencies, 
or the like. 

Per CKY’s tariff Fourth Revised Sheet no. I00 an industrial customer is: 

Industrial Customer is a customer using gas primarily in a process which 
either involves the extraction of raw materials from the earth, or a change of 
raw or unfinished materials into another form or product through the application 
of heat or heat treating, steam agitation, evaporation, baking, extraction, 
drying, distilling, etc. 

b. No. 

C. “General Service Trans Fallback customers are customers on rate GDS who 
are deficient in deliveries to CKY per section 6 on Sheet 92 of C W s  tariff. The 
customers “fall back to sales service and CKY bills the volumes under- 
delivered to the Company at the GS sales service rates. 

d. i. Line 3 is commercial revenues at LG&Es GIC tariff rates, Line 10 is 
commercial revenues at a contracted rate per a right-of-way agreement off 
the “LG&E line”. 

ii. Line 4 is residential revenues at LG&Es GI  R tariff rates, Lines 9, 11, and 
12 are residential revenues at a contracted rates per a right-of-way 
agreements off the “LG&E line”. 

iii. Lines 5, 7, and 8 are residential revenues at contracted rates per right-of- 
way agreements established with inland Gas Company and subsequently 
adopted by CKY. 

iv. Line 35 industrial revenues at flexed rate FX2. 
Line 36 industrial revenues at flexed rate FX4. 
Line 37 industrial revenues at flexed rate FX5. 
Line 38 industrial revenues at flexed rate FX6. 

v. Line 41 industrial revenues at flexed rate SC2. 
Line 42 industrial revenues at flexed rate SC3. 

Page 2 of 3 



Attorney General Data Request Set 1 
Question No. 154 

Columbia Gas of Kentucky Respondent: Mark Balmert 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL 10,2007 

e. Per proposed tariff sheet no. 6, Standby Service will be included under 
transportation service instead of sales service as in the current tariff. 
Essentially Standby Service charges are proposed to be billed on a customer’s 
GTS invoice with the customer’s DS delivery charges instead of a separate 
sales invoice as is the current practice. Standby volumes have simply been 
moved from sales rate schedules under current rates (see Schedule M-2.2 i.e. 
Schedule SS) to transportation rate schedules under proposed rates (see 
Schedule M-2.3 Schedule DS-IS) as indicated in footnote 3, Schedule M-2.3, 
Page 2 of 40. 

ii. See tariff Sheet 39, Flex Provision of rate schedule DS. 
iii. Right-of-way rate agreements. 

f. i. See tariff Sheets 30 - 32 (Rate SVGTS). 

Page 3 of 3 





Attorney General Data Request Set 1 
Question No. 155 

Columbia Gas of Kentucky Respondent: Mark Balmert 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL I O ,  2007 

PSC CASE NO. 2007-00008 

Question No. 155: 

Refer to Schedule M, page 2. Please explain line 2, “Forfeited Discounts.” 

Response of Columbia Gas of Kentucky: 

“Forfeited Discounts” is FERC‘s title of FERC account 487 where CKY records revenues 
billed under the Late Payment Penalty clause of CKY‘s tariff. Refer to the General 
Terms and Conditions, Rules and Regulations, Section 25 of CKY’s tariff Sheet No. 74. 



! 



Attorney General Data Request Set 1 
Question No. 156 

Columbia Gas of Kentucky Respondent: Mark Balmerf 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL I O ,  2006 

Question No. 156: 

Refer to Schedule M-2.1, page 1. 

a. Why is there negative revenue in line 26, Firm Commercial Standby 
Service? 
Whv is the averaae rate for Interruptible Commercial Service (line 25) b. 
over five times th; rate for Commercial Firm Service (line 23) j  
Please explain line 14, Symbolic Atonement. c. 

Response of Columbia Gas of Kentucky: 

a. CKY's data base does not store the split between invoiced firm and interruptible 
revenues. So in order to fulfill the format requirements of the filing, this amount was 
estimated by splitting on Schedule M-2.1 between firm (line 26) and interruptible 
(line 27). The total billed amount invoiced during the test year for Commercial 
Standby Service was $273,101.09. The estimate was made by dividing the 
$273,101.09 by total test year volumes of 7,010.0 Mcf and then multiplying by the 
firm (4,963.0 Mcf) and interruptible (2,047.0 Mcf) resulting in $193,352.46 (line 26, 
column J) and $79,748.63 (line 27, column J). 

Gas Cost Revenue for firm SS commercial service was calculated by applying gas 
cost rates in effect during the test year to test year firm volumes in work-paper 
WPM-A resulting in $216,042.00 (line 26, column I). 

Gas Cost Revenue for interruptible SS commercial service was calculated by 
applying gas cost rates in effect during the test year to test year interruptible 
volumes in work-paper WPM-A resulting in $216,042.00 (line 26, column I). 

Total invoiced revenue in column J less Gas Cost Revenue in column I resulted in 
calculated base revenue ($22,689.54) for line 26 and $53,387.63 for line 27. 

The initial split of total billed invoice was a quick way to split the invoiced revenue 
for the format required by Schedule M-2.1 .The most appropriate way to estimate 
the split is on a calculated weighted average rate applied to both firm and 
interruptible volumes. The drawback to this methodology is that firm and 
interruptible are billed at different rates and thereby creating a credit non-gas 
revenue for firm and an overstated non-gas revenue for interruptible. 

It is important to note that the combined lines 26 and 27 revenues (total, gas cost, 
and non-gas cost) are correct. The calculated gas cost revenue for the firm/ 
interruptible split is also correct. It was only the split between the firm / interruptible 

Page 1 of 2 



Attorney General Data Request Set 1 
Question No. 156 

Columbia Gas of Kentucky Respondent: Mark Balmert 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL I O ,  2006 

total invoiced revenue that caused an incorrect split of non-gas cost revenue for 
Commercial Standby Service. 

b. See explanation of total invoice split above. 

c. Symbolic atonement is the situation where a customer has been damaged in some 
way (service man steps on flowers etc.). The customer gets a bill credit for a 
nominal amount. The company then makes an entry on its books to include the 
amount as 480 or 481 revenue and the offsetting entry is Account 905 
miscellaneous customer accounts expense. 

Page 2 of 2 





Attorney General Data Request Set 1 
Question No. 157 

Columbia Gas of Kentucky Respondent: Mark Balmert 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL IO, 2007 

Question No. 357: 

Refer to Schedule M-2.1, page 2: 

a. 
b. 
C. 

Line 2: why is there negative revenue in this line? 
Please explain lines 6,7,10 and 11. 
Please explain line 12, Rate Refund Normalization. 

Response of Columbia Gas of Kentucky: 

a. Per CKY's tariff sheet no. 51c, CKY bills a surcharge to customers to recover 
CKY's funding of natural gas research and development. Amounts billed are 
initially recorded as revenue (and included in the invoiced revenues shown by 
rate schedule in Schedule M-2.1). An entry is then made to CKY's books to 
move the amounts from the income statement (debit account 480/481/489 
revenue) to the balance sheet (credit account 182 regulatory asset) to offset 
funding costs. The negative revenue of ($44,252.99) shown on Schedule M-2.1, 
page 2, is the sum of the debits made during the test year for Commercial Sales 
revenue. 

Example Accounting entries are as follows: 

Account is billed the surcharge (Sch. M-2.1 included in total invoiced rate GSO): 

Debit account 142 (AIR) $10 
Credit account 481 (Commercial Revenue) ($1 0) 

Accounting makes the entry to move the amount billed to the balance sheet 
(negative revenue on page 2): 

Debit account 481 (Commercial Revenue) $10 
Credit account 182 (Regulatory Asset) ($10) 

As CKY incurs R&D charges, those charges go against the amount recovered: 

Debit account 182 (Regulatory Asset) 
Credit account 232 (AIP) 

Note the net effect to the income statement is $0. 

$15 
($1 5) 

Page 1 of 2 



Attorney General Data Request Set 1 
Question No. 157 (Cont'd) 

Columbia Gas of Kentucky Respondent: Mark Balmert 

b. Customers on delivery service meters are read or calculated once a month or 
daily. However, even though meters are read during the invoice month by 
Columbia, Columbia must wait until approximately the I O "  of the next month to 
receive information on how much gas was delivered to Columbia's distribution 
system on behalf of the customer before billing can begin. Since delivery service 
billing cannot begin until approximately the I O "  of the month, and financial 
statements must be created by the end of the tith workday of the month, 
Columbia must record estimated usage and revenue for the monthly financial 
statement for GTS service. 

Customers billed using the GMB system are basically those who either transport 
under GTS service, fall short on their supply, and "fallback on Columbia's supply 
of gas or those large volume customers who buy gas from Columbia who are 
billed on a daily use basis. Meters can be read or calculated once a month or 
daily. However, even though meters are read during the invoice month by 
Columbia, Columbia must wait until it is determined if there is a shortfall of gas 
supplier by a third party before GMB can bill. GMB cannot bill transportation 
service customers until the customer is invoiced for delivery service in the GTS 
billing system. Therefore, since GMB billing cannot begin until GTS billing is 
finished, Columbia must record estimated usage and revenue for the monthly 
financial statement for GMB sales service as well. 

Each month on CKY's books the current month's estimated revenue is booked, 
the prior month's estimate is reversed, and the prior month's actual invoiced 
revenue is booked. Schedule M-2.1 shows actual invoiced revenue for the test 
year 12 months ending September 2006. As estimated revenue is reversed and 
replaced by actual invoiced revenue on CKY's books, what's left to reconcile 
Schedule M-2.1 to CKY's financial statement is to add September 2006 
estimated revenue (line 6) and September 2005 actual invoiced revenue (line 7), 
and subtract September 2006 actual invoiced revenue (line I O )  and September 
2005 estimated revenue (line 11). 

As CKY receives refunds from pipelines and suppliers, under accrual accounting 
CKY books a debit (reduction) to revenue and a credit to a liability account on the 
financial statement in the month the refund is received. As CKY passes back the 
refund to customers over a 12 month period, the amount of the pass-back is 
credited to revenue and debited to the liability account over the 12 month period. 
These credits to revenue are what make up the Rate Refund Normalization 
amount on Schedule M-2.1. 

c. 

Page 2 of 2 





Attorney General Data Request Set 1 
Question No. 158 

Columbia Gas of Kentucky Respondent: Mark Balmert 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL 10,2007 

Question No. 158 

Refer to Schedule M-2.1, page 4: 

a. 

b. 

Why are there negative numbers in column H? 

What is “B&B referred to in lines 34 and 35 and why are the numbers negative? 

Response of Columbia Gas of Kentucky: 

a. Customers participating in CKY’s customer “Choice” program are subject to CKY’s 
Refund Adjustment, SAS Refund Adjustment, Actual Cost Adjustment, Balancing 
Adjustment and Gas cost Incentive Adjustment per CKY’s tariff Sheet 32. The 
negative numbers on Schedule M-2.1, page 4 were calculated by applying these 
adjustments to applicable volumes for each month of the test year on work-paper 
WPM-A sheets 7 & 8. 

b. B&B refers to Banking & Balancing Service. Per CKY’s tariff sheet no. 39, CKY bills 
a surcharge to delivery service customers for the ability to “bank gas in storage for 
future delivery. Amounts billed are initially recorded as revenue (and included in the 
invoiced revenues shown by rate schedule in Schedule M-2.1). An entry is then 
made to CKY’s books to reclassify the amounts from revenue (debit account 489 
revenue) to a contra expense (credit account 803 gas cost expense) to offset gas 
cost expense to sales service customers. The negative revenues on lines 34 and 35 
shown on Schedule M-2.1, page 4, are the results of this entry. 

Example Accounting entries are as follows: 

Account is billed the surcharge (Sch. M-2.1 included in total invoiced rate DS): 

Debit account 142 (AIR) $10 
Credit account 489 (GTS Revenue) ($10) 

Accounting makes the entry to move the amount billed to expense (negative revenue 
on page 4): 

Debit account 489 (GTS Revenue) 
Credit account 803 (Gas Cost Expense) 

$1 0 
($10) 

Note the net effect to the income statement is $0. 





Attorney General Data Request Set 1 
Question No. 159 

Columbia Gas of Kentucky Respondent: Mark Balmert 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL IO, 2007 

Question No. 159: 

Refer to Schedule M-2.1, page 5: Please explain line 28, Non-traditional Sales. 

Response of Columbia Gas of Kentucky: 

The term “non-traditional sales” refers to arrangements that result in revenues generated 
by Columbia Gas of Kentucky beginning April 1, 2005 for the sale of unbundled or re- 
bundled gas supply and capacity products, including the sale of a right to such 
arrangements. 
flowing gas sales, incremental gas sales, physical gas options, exchanges and contract 
management fees. Columbia Gas of Kentucky also includes arrangement for marketed 
capacity release within the term “off system sales.” 

The non-traditional revenue of $8,646,115 relates to off-system sales made by Columbia 
of Kentucky under its approved gas supply incentive program. The program is detailed 
in the Columbia’s Tariff at Sheet No. 50. 

Such arrangements are defined to include, but are not limited to: 





Attorney General Data Request Set 1 
Question No. 160 

Columbia Gas of Kentucky Respondent: Mark Balmett 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL I O ,  2007 

Question No. 160: 

Refer to Schedule M-2.2: Please explain column M. It refers to a column F that 
is not displayed. Provide the full schedule, inclusive of hidden columns, in electronic 
format with all calculations and algorithms in tact. 

Response of Columbia Gas of Kentucky: 

Column F referred to on Schedule M-2.2 is column F on Schedule M-2.3. 
Column K referred to on Schedule M-2.2 is column K on Schedule M-2.2. 

Attached is the spreadsheet that creates Schedule M-2.2 in compact disc (CD) format. 
The file name is 2007-00008 AG Setl-I60 Attachment.xls 





Attorney General Data Request Set 1 
Question No. 161 

Columbia Gas of Kentucky Respondent: Mark Balmert 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 
PSC CASE NO. 2007-00008 

INFORMATION REQUESTED BY THE ATTORNEY GENERAL 
DATED APRIL 10,2007 

Question No. 161: 

Refer to Schedule N: Please define “Average Monthly Bill.” Is this in Mcf or in 
dollars? 

Response of Columbia Gas of Kentucky: 

Mcf. 
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