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DEFENDANTS 

* * * * *  
This action is before the Court for final resolution of the Attorney General's appeal of the final 

administrative order of the Public Service Commission (PSC), allowing Union Light, Heat and Power 

(Union) to adjust its rates to reflect pipeline replacement expenditures through an interim rate review, 

passing those costs on to its customers through a surcharge on its base rate. 

FACTUAL BACKGROUND 

Union undertook its Accelerated Mains Replacement Program (AMRF') to replace 150 miles of 

cast iron and bare steel mains over a ten year period. Based on the cost of this program, in its 2001 rate 

case, Union obtained approval for a tariff for the subsequent three years, the Rider AMRP. This tariff 

allowed Union to exact a surcharge on its base rate to offset the cost of investment in the mains 

replacement program. The surcharge encompassed the preceding year's net investment in the AMRP. 

This AMRF' tariff was re-approved in Union's 2005 rate case, this time under the statutory authority of 

the newly-enacted KRS 278.509. This statutory AMRP has not yet been used to collect any surcharge. 

KRS 278.509 

KRS 278.509, enacted by the 2005 General Assembly, provides: 

Notwithstanding any other provision of law to the contrary, upon application by a 
regulated utility, the commission may allow recovery of costs for investment in 
natural gas pipeline replacement programs which are not recovered in the existing 
rates of a regulated utility. No recovery shall be allowed unless the costs shall 
have been deemed by the commission to be fair, just, and reasonable. 


















