


HISTORY INDEX FOR CASE: 1999-070 ‘ AS OF : 02/07/00
WESTERN KENT'UCKY GAS COMPANY

Rates - General

FULLY-FORECASTED TEST PERIOD

KY. PUBLIC SERVICE COMMISSION ‘ PAGE

IN THE MATTER OF RATE APPLICATION OF WESTERN KENTUCKY GAS
COMPANY

SEQ ENTRY
NBR DATE REMARKS

0001 03/01/1999 Notice of Intent.
M0001 04/14/1999 JACK HUGHES WESTERN KY GAS-COPY OF DRAFT NOTICE
M0002 04/28/1999 MARK HUTCHINSON WESTERN KY GAS CO.-SUPPLMENTAL NOTICE OF INTENT TO FILE RATE APPLICATION
0002 05/05/1999 Order denying motion to use an abbreviated form of notice
M0003 05/12/1999 WESTERN KY GAS CO. JOHN HUGHES-MOTION FOR RECONSIDERATION
0003 05/28/1999 Application.
0004 05/28/1999 Acknowledgement letter.
0005 05/28/1999 Order approving use of amended proposed abbreviated notice form submitted 5/12.
M0004 06/04/1999 DAVID SPENARD AG-MOTION TO INTERVENE
M0006 06/04/1999 EDWARD THOMASON CITIZEN-LETTER OF CONCERN TO RATE INCREASE
M0005 06/08/1999 JOHN HUGHES WESTERN KY GAS CO-CORRECTIONS TO APPLICATION FILED ON MAY 28,99
0006 06/10/1999 Order granting motion to intervene filed by Attorney General.
0007 06/16/1999 Order rejecting application; statutory time period to commence with req.info.
M0007 06/16/1999 JOHN N. HUGHES/ATTORNEY-MISSING APPLICATION PAGES, REPLACEMENT COPIES.
M0O0O08 06/23/1999 JACK HUGHES WESTERN KY GAS-MOTION FOR RECONSIDERATION
0008 07/02/1992 Order suspending rates to Jan. 23, 2000; sets procedural schedule; info due 7/12
MO009 07/08/1999 JOHN HUGHES WESTERN KY GAS-RESPONSE TO ORDER OF JULY 2,99 COPIES OF PUBLICATION
M0010 07/12/1999 JOHN BAIRD/ATTORNEY AT LAW-OBJECTION TO RATE INCREASE
0010 07/15/1999 Letter to Jack Hughes regarding electronic filings
0009 07/16/1999 Data Request Order; response due 7/30
0011 07./22/1999 Response sent to John Baird letter Qf concern to rate increase.
0012 07/29/1999 Order scheduling 12/14 hearing; supplemental procedural schedule set forth
MOO11 07/30/1999 JOHN HUGHES WESTERN KY GAS-RESPONSE TO FIRST REQ FOR INFO & PETITION FOR CONFIDENTIALITY
M0012 08/13/1999 JOHN HUGHES WESTERN KY GAS-SUPPLEMENTAL RESPONSE TO ITEMS 47F & 60 C-E
0013 08/16/1999 Letter granting petition for conf. filed 7/30/99 by Western Kentucky Gas.
M0013 08/17/1999 MEL CAMENISCH WBI SOUTHERN INC-MOTION FOR FULL INTERVENTION
M0015 08/18/1999 JOHN HUGHES WESTERN KY GAS-RESPONSE TO ITEMS 6,10,12,19,23,24D,25,42C,& 71
0014 08/19/1999 Data Request Order; response due 9/3
M0014 08/19/1999 AG DAVID SPENARD-INITIAL REQUEST FOR INFORMATION BY THE AG
0015 09/01/1999 Order granting WBI Southern, Inc. intervention
0016 09/03/1999 Memorandum regarding application for adjustment of rates
MO001l6 09/03/1999 JOHN HUGHES WESTERN KY GAS-RESPONSES TO PSC SECOND REQUEST FOR INFO TO AG FIRST REQ FOR INF
0017 09/15/1999 Letter granting petition for conf. filed 9/3/99 on behalf of Western Ky. Gas.
M0017 09/15/1999 MEL CAMENISCH WBI SOUTHERN INC-MOTION TO FILE DATA REQ UPON WESTERN KY GAS
M0018 09/15/1999 WBI SOUTHERN INC MEL CAMENISCH-DATA REQ TO WESTERN KY GAS BY WBI SOUTHERN INC
0018 09/20/1999 Order issuing data request; response due 10/4
M0O019 09/20/1999 DAVID SPENARD AG-SUPPLEMENTAL REQUEST FOR INFORMATION
M0020 09/22/1999 MARK HUTCHINSON WESTERN KY GAS-RESPOSNE TO AG INITIAL DATA REQ NO 181 & 182
0019 10/01/1999 Data Request Order; response due 10/8
M0021 10/01/1999 AG DAVID SPENARD-SUPP REQ FOR INFO BY THE AG FOR THE APPLICANT SUPP RESPONSE
M0022 10/04/1999 JOHN HUGHES WESTERN KY GAS-RESPOSNES TO PSC THIRD REQ FOR INFO,AG SUPP REQ,WBI SUPP REQ,& P
0020 10/07/1999 Letters granting petitions for conf. filed 10/4/99 by Western Kentucky Gas.
M0023 10/07/1999 JOHN HUGHES WESTERN KY GAS-UPDATED RESPONSE TO PSC INITIAL DATA REQ ITEM 39C
M0024 10/07/1999 MARK HUTHINSON WESTERN KY GAS-REVISED RESPONSES TO DATA REQ ITEMS 49 & 153 OF AG INITIAL DA
M0025 10/07/1999 JOHN HUGHES WESTERN KY GAS-REVISED SCHEDULES & DATA REQ RESPONSES TO FILING OF SPECIAL CONT
M0026 10/08/1999 JOHN HUGHES WESTERN KY GAS-RESPONSE TO ORDER OF OCT 1,99 TO MODIFY ITEMS 6 & 57 & 58
M0027 10/11/1999 JOHN HUGHES WESTERN KY GAS-RESPONSE TO PSC ORDER OF OCT 1,99 ITEMS 57 & 58
M0028 10/14/1999 JOHN HUGHES WESTERN KY GAS-RESPONSE TO AG VERBAL REQ FOR ADDITIONAL INFO TO SUPPORT ITEM 14
M0029 10/18/1999 MEL CAMENISCH WBI SOUTHERN INC-VERIFIED TESTIMONY OF KEITH TIGGELAAR
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. KY. PUBLIC SERVICE COMMISSION DPAGE
HISTORY INDEX FOR CASE: 1999-070 AS OF : 02/07/00 .

WESTERN KENTUCKY GAS COMPANY

Rates - General

FULLY-FORECASTED TEST PERIOD

IN THE MATTER OF RATE APPLICATION OF WESTERN KENTUCKY GAS
COMPANY

SEQ ENTRY
NBR DATE REMARKS

M0030 10/18/1999 DAVID SPENARD AG-NOTICE OF FILING & CERTIFICATE OF SERVICE
0021 10/21/1999 Order revising procedural schedule
0022 10/29/1999 Letter granting WKGS’s petition for confidentiality filed 10/7/99.
M0031 11/03/1999 MARK HUTCHINSON WESTERN KY GAS-UPDATED RESPONSE TO INITIAL DATA REQ ITEM 39C
0023 11/04/1999 Order entered; info due 12/6
0024 11/05/1999 Data Request Order; response due 11/22
M0032 11/08/1999 WESTERN KY GAS JOHN HUGHES-WESTERNS DATA REQUEST TO THE AG
M0033 11/15/1999 JOHN HUGHES WESTERN KY GAS-UPDATED EXHIBITS TO COMMISSION DATA REQ
M0034 11/15/1999 JOHN HUGHES WESTERN KY GAS-UPDATED SCHEDULES FOR FORCASTED MONTHS
M0035 11/22/1999 AD DAVID SPENARD-RESPONSE TO DATA REQ OF THE PSC
M0036 11,/22/1999 AG DAVID SPENARD-RESPONSE TO WESTERNS DATA REQ TO THE AG
0026 12/03/1999 Letter granting petition for conf. filed 11/15/99 on behalf of Western Ky. Gas.
M0037 12/03/1999 JOHN HUGHES WESTERN KY GAS-JOINT STIPULATION & SETTLEMENT
0025 12/06/1999 Order requesting direct testimony due 12/9/99.
M0038 12/06/1999 WESTERN KY GAS-REBUTTAL TESTIMONY
M0039 12/09/1999 AG DAVID SPENARD-RESPONSE TO DEC 6,99 ORDER
M0040 12/09/1999 JOHN HUGHES WESTEN KY GAS-AFFIDAVITS VERIFYING REBUTTAL TESTIMONY OF WESTERNS WITNESSES
M0041 12/09/1999 JOHN HUGHES WESTERN KY GAS-RESPONSE TO DEC 6,99 ORDER
M0043 12/09/1999 ROBERT WATT WBI SANITATION-SETTLEMENT TESTIMONY OF DALE LAWRENCE
0027 12/10/1999 Order cancelling 12/14 hearing; case is submitted to Commission for a decision.
M0O042 12/10/1999 ROBERT WATT WBI SOUTHERN-AFFIDAVIT OF DALE R LAWRENCE
M0044 12/13/1999 WALLY BRYAN CITIZEN-LETTER OF CONCERN TO RATE INCREASE
0028 12/21/1999 Acknowledgment to William Wallace Bryan, Jr. former mayor re: rate increase.
0029 12/21/1999 FINAL ORDER; APPROVES TERMS AND CONDITIONS OF SETTLEMENT
M0045 01/07/2000 WESTERN KY GAS WILLIAM SENTER-COMPLIANCE TARIFF FILING PER ORDER OF DEC 21,99
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. . Western Kentucky Gas Company
January 6, 2000 JAN 7 2000
Honorable Helen C. Helton P%%’,\ﬁﬂ%&é’g e

Executive Director

Kentucky Public Service Commission
730 Schenkel Drive

Frankfort, Kentucky 40602

Subject: The Application of Western Kentucky Gas Company for an
Adjustment of Rates - Case No. 1999-070

Filing of Compliance Tariffs
Dear Ms. Helton:

Enclosed is the Compliance Tariff Filing ordered by the Commission or December 21, 1999

in the above-referenced docket, Western’s rate case. The tariff pages reflect those submitted

in Joint Stipulation and Settlement filed on December 3, 1999 and approved in the December = -
21, 1999 Order. B

. Please note that there are two technical corrections to the tariffs approved bv the Commissicn
included in this compliance filing. The tariff pages in question, 17 and 30D, were submitted
with the proposed Settiement package on December 3, 1999.

The first correction is an error on page 17. This correction deletes the erroneous inclusion of
item “e) Demand Side Management (DSM) Cost Recovery Mechanism” in the service
components of the Net Monthly Rate applicable to Rate G-2 as listed on pages 16 and 17.
DSM is only applicable to Residential Rate G-1 as indicated on page 30A, Section 1, and
Rate G-2 is only applicable to commercial and industrial customers as indicated on page 15,
Section 2.a). This correction is consistent with the proof of rates, testimony, and data request
responses submitted in this case, as well as the statutes related to the DSM surcharge.

The second correction clarifies that the GRI R&D Unit Charge on page 30D changes in
subsequent years. The transition schedule in the pipelines’ tariffs is from 1998 to 2004, with
1998 being the baseline year. This correction is consistent with the proof of rates, testimony,
and data request responses submitted in this case. In light of the Commission’s letter of
December 29, 1999 on GRI funding, I am also attaching workpapers demonstrating how
multiple pipelines’ rates were converted into one GRI rate for each year of the transition
schedule based on December 1998 supply requirements. This clarification and these
workpapers may be helpful to other companies wanting to better understand our approach.

2401 New Hartford Road Owensboro, KY 42303 Phone: (502) 685-8150 Fax: (502) 685-8052




Ms. Helen C. Helton
January 6, 2000

. Page 2

We believe this filing concludes all matters pertaining to the rate case. We appreciate the
professional and constructive manner by which the Commission, Staff and intervenors have
participated in this proceeding.

Thank you for your assistance in this matter. If you have any questions, please feel free call
me at 270-685-8072.

Sincerely yours,

L

William J. Sghter
VP Rates & Regulatory Affairs

cc: Mr. David Spenard, Office of Attorney General
Mr. Mel Caminish, Counsel for WBI Southern
Mr. M. Randy Hutchinson, Counsel for WKG
Mr. John N. Hughes, Counsel for WKG
Mr. Mark-A. Martin, Senior Rate Analyst -




- JOHN N. HUGHES
Attorney at Law
Professional Service Corporation
124 WEST TODD STREET
) FRANKFORT, KENTUCKY 40601
Telephone: _ Telecopier:
(502) 227-7270 (502) 875-7059

December 9, 1999

RECEIVED

Ms. Heien Helton | DEC 09 1933

Executive Director |

. ) . Vi
Kentucky Public Service Commission PUBLIC GERVICE
730 Schenkel Lane
Frankfort, KY 40602

Re: Case No. 99-070

Dear Ms. Helton:
Please file the attached Response to the Commission's Order of December 6, 1999.

Thank you for your assistance, and if there are any questions about this matter or if
additional information is needed, please contact me.

Sipcergly Your?
ughes

ttorney for Western Kentucky
Gas Company

cc: Intervenors
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BEFORE THE PUBLIC SERVICE COMMISSION

COMMONWEALTH OF KENTUCKY

IN THE MATTER OF )

RATE APPLICATION BY ) Case No. 99-070

WESTERN KENTUCKY GAS COMPANY )

=]

Q

DIRECT TESTIMONY OF CONRAD E. GRUBER
IN SUPPORT OF THE JOINT STIPULATION AND SETTLEMENT

Please state your name, position and business address.

My name is Conrad E. Gruber. I am President of Western Kentucky Gas Company
(“Western” or “Company”). My business address is 2401 New Hartford Road,
Owensboro, Kentucky 42303.

What is the purpose of your direct testimony?

My testimony is in response to the Order issued on December 6, 1999 by the Kentucky
Public Service Commission (“Commission™) in this proceeding. The Commission’s
Order, issued in response to the Joint Stipulation and Settlement (“Settlement”) filed by
the parties in this proceeding on December 3, 1999, requested each party to the
Settlement submit testimony which explains how, in each party’s opinion, that the

Settlement is fair, just and reasonable.

As requested in the Order, please explain how the total amount of the increase in
revenues proposed in the Settlement can be considered fair, just and reasonable when the
total amount of increase proposed in Western’s original testimony was also presented as
being fair, just and reasonable.

Whether the amount of increase in revenues is fair, just and reasonable is a somewhat

subjective determination. It is not a mathematical formula, and is a matter on which

1
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reasonable minds (and experts) can differ. The initial proposal by each party in this
proceeding represented the best possible outcome based on the facts as they were
understood by each of the parties at the commencement of this case. Since that time
substantial data has been exchanged and the parties have engaged in extensive
negotiations in an attempt to arrive at an outcome that is fair, just and reasonable to
Western’s ratepayers and its shareholders and an outcome which the Commission would,
and should, approve. The compromise of revenues and rates which have resulted from
these negotiations reflect the present best judgment of the parties (including their
respective outside experts) as to what is fair, just and reasonable for Western’s ratepayers
and shareholders. These rates will produce sufficient revenue for Western to operate and
provide the high level of service it strives for and its customers expect, while

significantly modifying the financial impact on those customers.

Western’s position remains that the entire increase originally filed by the Company is
appropriate to restore its earnings to a level which will allow Western an opportunity to
earn a fair, just and reasonable return on its investment. Nonetheless, the nature of the
ratemaking process is such that a Settlement reached by the various parties in the
proceeding can produce a fair, just and reasonable outcome as a result of the compromise

reached by the parties.

Why would the parties be willing to reach a compromise?

Each of the parties to the Settlement has vigorously pursued his respective positions in
testimony, exhibits and responses to data requests. However, despite the sincerity of
these individual positions, each party recognizes that the final outcome in this proceeding
would likely result in a decision with which neither it nor the other parties would be
totally satisfied. By reaching this compromise, each party has determined that the
proposed Settlement outcome is preferable to other, less favorable outcomes which could
result. Through negotiation each party was able to prioritize its goals in this proceeding

and ensure that those priorities are reflected in the final settlement.

But how does a compromise produce a fair, just and reasonable increase in revenues?
2
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Each of the parties represents a unique constituency or unique combination of
constituencies. By vigorously pursuing the positions of the respective constituencies in
negotiation, each party has ensured that the priorties of its constituency have been
recognized and protected in the Settlement. It is the vigorous representation of all
constituencies in negotiations, with each party freely and voluntarily agreeing to the
concessions it has made in order to guarantee its priorities are reflected in the Settlement
which provides for a fair, just and reasonable increase in rates. In other words, this
Settlement is a fair, just and reasonable settlement because each constituency has been
vigorously represented in the negotiations and, through representation or direct

involvement, has freely agreed to the final Settlement.

What evidence is there for the Commission that each constituency was vigorously
represented in the negotiations which led to this settlement?

The Settlement outcome itself reveals the sincerity of the negotiations on all sides. The
record in this proceeding clearly states the positions of the parties. The Commission need
only review the positions taken by the parties in this case and compare those positions to
the final Settlement to determine if each constituency was vigorously represented in
negotiations and made appropriate concessions to ensure its priorities were reflected in

the final Settlement.

Can you give an example?

Yes. The baseline litigation positions of the Attorney General and Western as stated in
testimony were a recommended $7.4 million increase versus a proposed $14.1 million
increase in revenues, respectively. While the overall increase in the final Settlement is
much closer to the Attorney General’s baseline litigation position than Western’s,
Western was able to secure some, but not all, aspects of its proposed rate design, even
though much of that rate design was opposed by the Attorney General in its direct
testimony. That is one example. Any settlement must be viewed in its entirety rather
than evaluated on the basis of any of its individual components. This Settlement was

negotiated in the context of its overall result and impact on ratepayers and shareholders,

not any one particular rate issue.
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Are there any particular measures by which the Commission can be further assured that
the increase in revenues proposed in the Settlement are fair, just and reasonable?

Yes. Western has submitted evidence in this proceeding demonstrating that its operating
costs are the lowest in Kentucky. For example, in my original direct testimony I point
out that Western’s O&M costs per meter and our number of employees per 1000
customers are well below the industry average. In one of our data request responses we
also point the data available on the Commission’s website which demonstrates the
relative efficiency of Western’s operations compared to the other major gas utilities in
Kentucky (KPSC DR 3-38, Schedule A). In another data request response, Western
demonstrates how its recently implemented service and productivity improvement
programs, investments which are an important aspect of Western’s growth in rate base,
produce immediate and sustainable savings for customers (Supplemental Response to
KPSC DR 1-6). Given the efficiency with which Western operates and given the fact that
the proposed rates are approximately 30 percent less than the increase originally proposed
by Western, the Commission can be confident that the proposed rates are fair, just and

reasonable,

As requested in the order, please explain why the tariffs that have been included,
excluded, or modified by virtue of the Settlement, are fair, just and reasonable.

The answer to this inquiry is largely the same as that indicated above. The tariffs
reflected in the Settlement reflect a compromise between the vigorous positions taken by
the parties in this case. The compromise reached ensures that the interests of the
constituencies represented by each party have been prioritized and protected in the
Settlement. The tariffs themselves are the means by which Western can produce the level
of revenue necessary to meet its obligations. For the convenience of the Commission, a
summary of the tariff changes is included with the side-by-side tariff comparisons
provided as an attachment to Mr. Smith’s direct testimony in support of the Joint

Stipulation and Settlement.

As requested in the order, please explain how the amounts proposed in the Settlement for

the individual rate classes can be considered fair, just and reasonable when the
4
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distribution of the increase proposed in Western’s original testimony was also presented
as being fair, just and reasonable.

The answer to this question is the same as above. The amounts proposed in the
Settlement for individual rate classes reflect a compromise between the vigorous
positions taken by the parties in this case. In addition, we incorporated the tariff changes
suggested in the data requests received from the Commission. For example, the Weather
Normalization Adjustment is now proposed as a five-year pilot. The compromise
reached ensures that the interests of the constituencies represented by each party have

been prioritized and protected in the Settlement.

Does this conclude your direct testimony?

Yes, it does.




’ COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

IN THE MATTER OF )
RATE APPLICATION OF ) Case No. 99-070
WESTERN KENTUCKY GAS COMPANY )

CERTIFICATE

I, Conrad E. Gruber, have answered the foregoing questions propounded to me in
the above enumerated Docket. These answers and exhibits constitute and I hereby adopt,
under oath, these answers as my prepared Direct Testimony in support of the Joint
Stipulation and Settlement in said case, which is true and correct to the best of my
information and belief.

® Contad . Gradeg ]

Western Kentucky Gas Company

COMMONWEALTH OF KENTUCKY )

) S.S.
COUNTY OF DAVIESS )

SUBSCRIBED AND SWORN TO before me by Conrad E. Gruber, on this 8th day of

December, 1999.

Pearl Ann Simon™
Notary Public
State of Kentucky At Large.

My Commission expires: September 26, 2001.
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BEFORE THE PUBLIC SERVICE COMMISSION

COMMONWEALTH OF KENTUCKY

IN THE MATTER OF )

RATE APPLICATION BY ) Case No. 99-070

WESTERN KENTUCKY GAS COMPANY )
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DIRECT TESTIMONY OF GARY L. SMITH
IN SUPPORT OF THE JOINT STIPULATION AND SETTLEMENT

Please state your name, position and business address.

My name is Gary L. Smith. I am Vice President of Marketing of Western Kentucky Gas
Company (“Western” or “Company”). My business address is 2401 New Hartford Road,
Owensboro, Kentucky 42303.

What is the purpose of your direct testimony?

My testimony is in response to the Order issued on December 6, 1999 by the Kentucky
Public Service Commission (“Commission”) in this proceeding. At the end of the
referenced Order, the Commission requested that Western provide side-by-side
comparisons of Western’s tariffs proposed in its Application and the proposed tariffs
included in the Settlement, and to address two additional issues relating to the proposed

late payment charge.

Has Western provided the requested side-by-side comparison of tariffs proposed in the
Application versus those proposed in the Settlement?
Yes. The requested side-by-side comparison is included as Attachment GLS-A to my

testimony. For the convenience of the Commission, a summary of the tariff changes is

included with, and precedes, the side-by-side tariff comparisons.
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Please discuss the appropriateness of applying a late payment charge to only one
customer classification.

The proposed late payment charge would not be applicable to only one customer
classification. Western's late payment charge, as included in its Application and in the
Settlement, applies to all customer classes served under Rate G-1 - including residential,
commercial, public authority and industrial service under the referenced tariff.

Western's Firm General Sales Service, Rate G-1, is utilized by all but 188 of the
customers served during the test year in this case. While Rate G-1 service is billed in
conjunction with meter reading cycles throughout the month, Western's interruptible
sales, transportation and carriage services are hand-billed on a calendar month basis. The
Company has effectively managed the timely remittance of billing for this limited

number of large consumers under services other than Rate G-1.

Please discuss Western’s timeliness in sending out customers’ bills and whether
customers should be reasonably able to remit payment within the time prescribed on their
bills.

As stated in my pre-filed, direct testimony, Western proposes to defer implementation of
the Late Payment Fee until April 2000. The rationale for the implementation timeframe
was for purposes of consumer education regarding this new provision, and to afford
appropriate review by the Company of its billing processes prior to implementation. The
Company's sole intent for the proposed Late Payment Fee is to encourage prompt
payment for services provided, and procedures will be established to ensure that this fee
is applied only to those customer's whose payment is not received within a reasonable
and specified time.

Under current billing processes, on the date the customer's bill is generated, a date 15
days thereafter is stated as the date payment is due to the Company. Under Western's
proposed application of the Late Payment Fee, this charge "may be assessed if a customer
fails to pay a bill for services by the due date shown on the customer's bill." The
Company would waive the assessment of the Late Payment Fee in any instance where it's

billing or remittance processes were contributory to customer payments made after the

due date specified on the bill. I would like to explain also that the due date specified on
2
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the bill has a very practical purpose that benefits both the Company and the customer.
The Company's receipt of the customer's payment by the due date provides reasonable
assurance that the payment can be processed and credited to the customer's account prior

to the issuance of the subsequent month's billing.

Does this conclude your direct testimony?

Yes, it does.




COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

IN THE MATTER OF )
RATE APPLICATION OF ) Case No. 99-070
WESTERN KENTUCKY GAS COMPANY )

CERTIFICATE

I, Gary L. Smith, have answered the foregoing questions propounded to me in the
above enumerated Docket. These answers and exhibits constitute and I hereby adopt,
under oath, these answers as my prepared Direct Testimony in support of the Joint
Stipulation and Settlement in said case, which is true and correct to the best of my
information and belief.

. Smith
Vidé President, Marketing
Western Kentucky Gas Company

COMMONWEALTH OF KENTUCKY )

: ) S.S.
COUNTY OF DAVIESS )

SUBSCRIBED AND SWORN TO before me by Gary L. Smith, on this 8th day of

December, 1999.

Pearl Ann Simon >
Notary Public
State of Kentucky At Large.

My Commission expires: September 26, 2001.
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WESTERN KENTUCKY GAS COMPANY

CASE NO. 99-070

SUMMARY OF TARIFF CHANGES
FROM ORIGINAL FILING TO JOINT STIPULATION AND SETTLEMENT

TARIFF SHEET REMARKS
1 Capitalization of sub-page numbering (¢.g., 29a to 29A)
4 Updates rates including current gas costs; adds footnote
5 Updates for current gas costs
6 Updates rates; revises footnote 1
11 Updates rates; adds references for application of riders
13 Deletes proposed Premises Charge
16 Updates rate
17 Updates rates; adds references for application of riders
21 Updates rates
22 Adds reference for application of MLR rider
26 Updates to reflect five-year WNA pilot
27 Changes from monthly to quarterly GCA filings
29 Changes existing page 29: quarterly GCA; adds footnote
29L Updates MLR formula, language and clarifies applicability
30A-C Deletes cost recovery of DSM pilot
30D Adds actual rate with note; clarifies waiver
34 Updates rates
40 Updates rates
46 Updates rates
49 Updates rates; updates availability of service language
50 Adds waiver provision; updates imbalances language
51 Deletes proposed Premises Charge
52 Reflects new bill format; deletes proposed Premises Charge
67 Deletes proposed Premises Charge
67A Deletes proposed page 67A

Note: All other pages remained the same as originally filed.



FOR ENTIRE SERVICE AREA
PROPOSED TARIFF PSC RO
Fourth Revised SHEET No. 1
Cancelling
Third Revised SHEET No. 1
WESTERN KENTUCKY GAS COMPANY . ’
Rate Book Index
General Information Sheet No.
Rate Book Index . ITto2
Towns and Communities 3
System Map -
Current Rate Summary 4
Current Gas Cost Adjustment (GCA) 5
Current General Transportation and Carriage Rates 6
Computer Billing Rate Codes 7
Sales Service
General Finm Sales Service G- 11to 13
Interruptible Sales Service (G-2) ’ 15t020
Large Volume Sales (LVS-1, LVS-2) 21025
Weather Normalization Adjustment (WNA) ) 26
Gas Cost Adjustment (GCA) 271029
Experimental Performance Based Rate Mechanism (PBR) . . 29ato 29k
Margin Loss Recovery Rider (MLR) 291
Demand Side Management (DSM) 30a to 30c
Gas Research Institute R & D Rider . 30d
“Transportation Service
Storage Transportation Service (T-1) " 31t032
General Transportation Service (T-2) 341038
Carriage Service (T-3) 40to 45
Carriage Service (T-4) : 46 to 48
Alternate Receipt Point Service (T-5) 49 to 50
Miscellaneous
Special Charges 51
Budget Payment Plan . 52
Rules and Regulations
1. Commission's Rules and Regulations 61
2. Company’s Rules and Regulations 61
3. Application for Setvice 61
- 4. Billings 62 to 64
5. Deposits 64 to 65
6.  Special Charges ’ 65 to 67
7. Customer Complaints to the Company 67
8.  Bill Adjustments . 67 to 69
9." Customer’s Request for Termination of Service 69
. 10.  Partial Payment and Budget Payment Plans - 70
ISSUED: June23, 1999 EFFECTIVE: July 24,1999

ISSUED BY: William J. Senter Vice President ~ Rates & Regulatory Affairs

™
)

(N)
™
™)

mMH.HH.MEMZH TARIFF

ISSUED BY: William ). Semer

ERN KENTUCKY GAS COMPANY

FOR ENTIRF, SERVICE AREA

P.S.C. NO. 20
Fourth Revised SHEET No. 1
Cancelling
Third Revised SHEET No. 1

T gmeemes e e :..“.. _._u..n._.ﬁ ::ﬁ.ﬂ.l —— . :
4..."2:.5._ Informatin © 7770 T T e h .f_lz...h%.ll
Rate ook Indey . 1102
Towns and Communities )
System Map -
Current Rate Summary 4
Current Gas Cost Adjusiment (GCA) 5
Curremt General Transportation and Carriage Rates 6
Computer Thlling Rate Codes 7
Sales Service
Genernl Firm Sales Service (G-1) 1110123
Interruptible Sales Service (G5-2) 151020
Large Volume Sales (1.VS-1,1.VS-2) 210 25
Weather Normalization Adjustiment (WNA) 20 (N)
Cins Cost Adjustiment (GCA) ' 271029 N
Experimental Performance Based Rate Mechanism (PBR) 29A 10 29K
Margin Loss Recovery Rider (MLR) 291, )
Demand Side Management (DSM) 30A to J0C | (N)
Gas Rescarch Institute R & D Rider k1] » ™)
Transportation Scrvice -
Storage Transportation Service (T-1) 3032
Geneeal Transportation Service (T-2) J410 38
Carringe Scrvice (T-3) 401045
Carriage Service (T-4) . 461048
Alternate Reccipt Point Service (T-5) 4910 50 ()
Miscellancous
Special Charges 51
Budget Payment Plan 52
Rules and Regulations
I. Commission’s Rules and Regulations 61
2. Company's Rules and Regulations 61
3. Application for Scrvice 61
4.  Dillings 62 to 64
5. Deposits © G410 65
6.  Special Charges 65 10 67
1. Customer Complainis to the Campany 67
8. Dill Adjustments 67 to 69
9. Customer’s Request for Termination of Service 69
10. w.m.mm...._l_u...vi_ni and Budget Payment Plans 70

ED: Junc 231999

EFFECTIVE: Decemiber 13, 1999

Viee President — Rates & Regulatory AfTairs



PROPOSED TARIFF

WESTERN KENTUCKY GAS COMPANY

FOR ENTIRE SERVICE AREA
P.S.C.NO.20
Fourth Revised SHEET No. 2
Cancelling
Third Revised SHEET No. 2

Rate Book Index

Rules and Regulations . Sheet No.
H. Company’s Refusal or Termination of Service T1to0 74
12, Winter Hardship Reconnection 741075
13.  Request Tests 75t0 76
14. Access to Property 76
15.  Assignment of Contract 76
16. Renewal of Contract 76
17.  Tuming Off Gas Service and Restoring Same 77
18.  Special Rules for Customers Served from Transmission Mains 771078
19.  Owners Consent 78
20. Company’s Equipment and Installation 7810 79
21.  Company’s Equipment and Installation 80
22.  Protection of Company’s Property 80
23.  Customer’s Liability 80
24. | Notice of Escaping Gas or Unsafe Conditions 81

"25.  Special Provisions ~ Large Volume Customers 81
26. Exclusive Service 81
27.  Point of Delivery of Gas 82
28. Distribution Main Extensions 821083
29. Municipal Franchise Fees 83
30. Continuous or Uniform Service 84
31. Measurement Base 84
32, Character of Service 84
33. Curtailment Order 85to 87
34. General Rules 88

The following pages have been reserved for future use: 8-10, 14, 33, 39, 53-60

SUED: June 23, 1999

ISSUED BY: William J. Senter

EFFECTIVE: Juiy 24, 1999

Vice President — Rates & Regulatory Affairs

SETTLEMENT TARIFF

WESTERN KENTUCKY GAS COMPANY

FOR ENTIRE SERVICE AREA

P.S.C. NO. 20
Fourth Revised SHEET No. 2
Cancelling
Third Revised SHEET No. 2

24, Naotice of Escaping Gas or Unsafe Conditions
: 25.  Special Provisions - Large Volume Customers
26. Exclusive Scrvice ’

27. Point of Delivery of Gas )

28.  Distribution Main Extensions

29.  Municipal Franchise Fees

30. Continuous or Uniform Scrvice

31,  Measurement Base

32.  Character of Scrvice

33,  Curtailment Order ’
34.  General Rules

The following pages have been reserved for future use:

Rafe Mook Tndex
Rules and Regulations Sheet No,

Company's Refusal or Termination of Service T4
12, Winter Hardship Reconnection T4t075
1), Request Tests 751076
14, Access to Property 76
15.  Assignment of Contract 76
16. Rencwal of Contract 76
17. Tuming OIT Gas Scrvice and Restoring Same 7
18.  Special Rules for Customers Served from Transmission Mains 771078
19.  Owners Conscnt %
20.  Company's Equipment and Installation 781079
21, Company's Equipment and Installation 80
22. Proicction of Company's Property 80
23, Customer's Liability 80

8-10, 14,33, 39, 53-60

ISSUED: June 23, 1999

EFFECTIVE: December 15, 1999

ISSUED BY: William ). Senter Viee President - Rates & Repulatory AfTairs




PROPOSED TARIFF

WESTERN KENTUCKY GAS COMPANY

FOR ENTIRE SERVICE AREA

P.S.C.NO. 20
First Revised SHEET No. 3

Cancelling

Original SHEET No. 3

Towns and Communities in Service Area

Adairville
Aetnaviile
Alton
Anthoston
Anton

Auburmn
Baskett
Beadlestown
Beaver Dam
Beda

Beulah

Boston
Bowling Green
Bremen
Briartown
Browns Valley
Buck Creek
Buford

Burgin

Cadiz

Calhoun
Calvert City
Calvary
Campbellsville
Carbondale
Cave City
Central City
Charleston
Cloverport
Crayne
Crofton
Danville
Dawson Springs
Deanfield

Dennis
Depoy )
Dermont
Dixon
Earlington
Eddyville
Elkton
Ellmitch
Empire
Epley
Epperson
Evergreen
Farmdale
Fearsville
Feliciana
Finley
Fordsville
Franklin
Fredonia
Fruit Hill
Gilbertsville
Gishton
Glasgow
Glenville
Grahamville
Grand Rivers
Greensberg
Greenville
Habit
Hanson
Hardeman
Hardinsburg
Hamed
Harrodsburg

Hartford
Hawesville
Heath
Hendron
Herbert
Hickory
Hiil-n-dale
Hiseville
Hopkinsville
Horse Cave
Hustonville
Junction City
Knottsville
Lake City
Lancaster
Lawrenceburg
Lebanan
Livia
Logantown
Lone Oak
Luzerne
Maceo
Madisonville
Mannington
Marion
Masonville
Mayfield
McGowan
Memphis Junc.
Midland
Milledgeville
Moreland
Mortons Gap
Mosleyville

Munfordsville
Niagara
Nortonville
Oak Ridge
Oakdzle
Oakland
Oklahoma
Owensboro
Paducah
Park City
Perryville
Phiipot
Pleasant Hill
Pleasant Ridge
Plum Springs
Poole
Powderly
Princeton
Pritchardsville
Pryorsburg
Reidland
Reidville
Reynolds Sta.
Robards
Rocky Hill
Rome
Rowletts
Rumsey
Russellville
Sacramento
Salmons
Saloma
Schochoh

The Service Area of the Company includes the following towns and their environs:

Sebree
Sedalia
Shelby City
Shelbyville
Slaughters
Smiths Grove
Sorgho

So. Henderson
So. Highland
So. Union
Spottsville
Springfield
St. Charles
St. Joseph
Stanford
Stanley
Stringtown
Summersville
Suthertand
Symsonia
Thurston
Utica

Waddy
Water Valley
West:Louisville
Whitesville
Wingo
Woodbum
Woodlawn
Woodsonville
Yelvington
Zion

SUED: june 23, 1999

ISSUED BY: William J. Senter

EFFECTIVE: July 34,1999

Vice President — Rates & Regutatory Affairs

™

™)

N)

SETTLEMENT TARIFF

.

WESTERN KENTUCKY GAS COMPANY

FOR ENTIRE SERVICE AREA
P.S.C.NO. 20
Flrst Revised SHEET No. 3
Cancelling

Original SHEET No. 3

Towns and Communiiles In Service Area

Adairville
Actnaville
Alton
Anthoston
Anton

Auburn
RBaskent
Beadlestown
Beaver Dam
Neda

Beulnh

Boston
Bowling Green
Hremen
Briartown
Browns Valley
Buck Creek
Buford

Burgin

Cadiz,
Calhoun
Calven City
Calvary
Campbellsville.
Carbonlale
Cave Ciny

: Central oty

€ huttestin
Chssverpont
e
Crolem
Danville
Dawson Springs
Deanlichl

ISSTIED: fune 2 v, yuny

Dennis
Depoy
Dermont
Dixon
Larlinpton
Vddyville
Eikton
Lilmilch
Empire
Epley
Epperson
Evergreen
Farmdale
Fearsville
Feliciana
Finley
Fordsville
Franklin -
Fredonia
Fruit Ml

Gilasgow
Glenville
Cirphamville
Gramd Rivers
Orvensberg
Corvenvalke
(]

1 Lanson
Handeman
IHardingbury
Farned
Hhaniodaburg

ISSUED BY': Welliam | Senter

Hartford
Hawesville
Heath
Hendron
Herhert
Hickory
Hill-n-dale
Hiseville
Hopkinsville
Horse Cave
Hustonville
Junction Ciry
Knousville
lake City
Lancaster

_Lawrencehurg

Lebanun

Livia

Logantown
Lone Oak
Luzeme
Macco
Madisonville
Mannington
Marion
Masannille
Ny field
MceGowan
Memplns fune
Mudland
Mulledgenitle
Moreland
Mortons Gap
Moslesvitle

EFFECTTVE:

The Service Arca of the Company includes the following towns and their environs:

Munfordsville
Ningara
Nortonville
Onk Ridge
Onkdale
Oakland
Oklahoma
Owensboro
Paducah
Park.City
Perryville
Philpe
Measant il
Picasant Ridge
Plum Springs
I'oole
Powderly
Princeton
Pritchardsville .
Pryarshurg
Reidland
Reidville
Reynolds Sta.
Robards
Rocky 1N
Rome

Row letis
Rumses
usselialle
Sacramento
s
Saloma-
Schochoh

Scbree
Sedalia
Shelby City
Shelbyville
Slaughters
Smiths Grove
Sorgho

So. Henderson
So. Highland
So. Union
Spoltsville
Springficld
St. Charles
St. Josepli
Stanfard
Stanley
Stringtown
Summersville
Sutherland
Symsonia
Thurston
Ulica

Waddy

Water Valley
West Lounisvitle
Whitesville
Wingo
Wodburn
Woundlavwn
Wonndsom slie
Velvington
Zion

J

ember 15,1959

Viee President - Rates & Regalatory Affairs

™)

™)

(N)
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OELULTLLMENL tARLILDL

requirement of 15,000 Mcf has been achieved. 1 All gas consumed by the customer (sales, transportation, and carringe; firm, high load factor,
and interruptible) will be considered for the purpose of determining whether the volume
requirement of 15,000 Mcf has been achieved.

PROPOSED TARIFF FOR ENTIRE SERVICE AREA
’ Seventy-First SHEET No. 4 ) .
. Cancelling FOR ENTIRE SERVICE AREA
Seventieth SHEET No. 4 . malﬂ.m..m.hm. mhnn TNo.4
-8 o.
WESTERN KENTUCKY GAS COMPANY . _ Seven %u_usaus A =mn._. No'd
) e e e e e . . 0.
Current Rate Summary L . .
- Case No_ 99070 WESTERN KENTUCKY GAS COMPANY
Firm Service Current Rafe Summary
Base Charge: i Sy Case No. 95070
Residential - $ 9.00 per meter per month ()] . ervice
Commercial - 24.00 per meter per month (T.n Base Charge:
Carriage (T-4) - 250.00 per delivery point per month ) wnwno& nﬂnn_ . $ 7.50 per meter per month o
Transportation Administration Fee - 50.00 per customer per meter 1y} Non-Residential : i 20.00 per meter per month e
X Carriage (T-4) - 220.00 per delivery point per month O
Rate per Mcf Sales (G-1) Transport (T-2) Carriage (T-4) . e . )
Fist 300 ! Mef @ $3.7045perMcf @ $1.9287 perMcf @ $1.2000 per Mef | (R.LT) . Transportation Administration Fee 30.00 per customer per meter ®
) Next 14,700' Mef @ 3.1991perMcf @ 1.4233 per Mcf @ 0.6946 per Mcf | (R,LD) . N .
t Over 15000 Mcf @ 2.9344 per Mcf @ 1.1586perMcf @ 0.4299 per Mcf | R,LI) ‘ % U Mef m@n_ﬂa aﬁa.unm per Mcf %g& mh-lwldh_mcmmommm Mcf Qﬁusc
" - . . L]
. Next 14,700' Mcf @ 41l45pecMcf @ 13776 perMcf @ 0.6590 per Mef | (LLD
High Load Factor Firm Service . . Over 15000 Mcf @ 3.8855 per Mcf @ 1.1486perMcf @ 04300 per Mcf | (11D
HLF demand charge/Mcf @ $4.2809 @ $4.2809 per Mcf of daily
Contract Demand 5_— Factor E-,E mﬂ.iam
Rate per Mecf ; .
Fist 300 ' Mcf @ $3.1496 per Mcf "@ $1.3738 per Mcf ®1) . HLF demand charge/Mcf @ $4.2945 @ %.nﬁun per Mcf mm &__w
Next 14700' Mcf @ 2.6442perMcf @ 0.8684 per Mcf (R1 Rate per Mcf® ontract Deman
Over 15000 Mcf @ 2.3795 per Mcf @ 0.6037 per Mcf (R, 3- Mcf @ $4.0888per Mt @ $1 3519 per Mef %.Jc
. . Next 14,700' Mcf @ 3.5578perMcf @ 08209 per Mcf
t tible § ’ . 1,
Interruptible Service Over 15000 ‘Mcf @ 33288perMcf @ 0.5919 per Mof g
Base Charge - $250.00 per delivery point per month (0] . ”
Transportation Administration Fee - 50.00 per customer per meter o In tible Service
|
. Base Charge . - $220.00 per delivery point per month o
Rate per Mcf Sales (G-2) Transport (T-2) Carriage (T-4) .. :
7 First 15000' Mcf @ 525120perMcf @ $0.7362per Mcf @ 50.5300 per Mcf | (R.LD) Transportation Administration Fee - 50.00 per custoner per meter o
’ .
Over 15,000 Mecf @ 23121perMcf @ 0.5363 perMef @ 0.3301 per Mcf | (R,R,R) w.bpo er Mcf® _ Sales (G-2 Transport (T-2 C e (T-3 m
i First 15000° Mcf @ $3.4590 per Mcf @ $0.7221 perMcf @ $0.5300 per Mcf (LLD
.. All gas consumed by the customer (sales, transportation, and carriage; firm, high load factor, Over 15000 Mcf @ 32881perMcf @ 05512 perMcf @ 03591 per Mcf | (LLD
and interruptible) will be considered for the purpose of determining whether the volume :
,
|

'SUED: June 23, 1999 EFFECTIVE: July 24, 1999 2 DSM, GRI and MLR Riders may also apply, where applicable.
ISSUED BY: William J. Senter Vice President — Rates bn Regulatory Affairs ISSUED: June 23, 1999 EFFECTIVE: December 15, 1999
= ISSUED BY: William J, Senter Vice President ~ Rates & Regulatory Affairs




SETTLEMENT TARIFF

PROPOSED TARIFF . FOR ENTIRE SERVICE AREA
. " PS.C.NO.20
Seventy-First SHEET No. 5 . ' . FOR ENTIRE SERVICE AREA
Cancelling P.S.C.NO.20
Seventieth SHEET No. 5 : Seventy-seventh SHEET No. 5§
Cancelling
WESTERN KENTUCKY GAS COMPANY L o Seventy-sixth SHEET No. 5
Current Rate Summary WESTERN KENTUCKY GAS COMPANY
Case No. 99-070 . . -
; : Current Gas Cost Adjustments . .
Applicable . o Case No. 99070
For all Mcf billed under General Sales Service (G-1) and Interruptible Sales Service (G-2). m Applicable
. Gas Charge = GCA D) For all Mcf billed under General Sales Service (G-1) and Interruptible Sales Service (G-2).
GCA = EGC + CF + RF + PBRRF QGas Charge= GCA
_ HLF . GCA = EGC+CF +RF + PBRRF
Gas Cost Adjustment Components G-1 G-1 G-2 :
) } Al } ] BLF
EGC (Expected Gas Cost Component) $2.7334 $2.1785 $2.1785 R) . Gas Cost Adjustment Components - G G-1 G-2
CF (Correction Factor) _ (0.1882) (0.1882) (0.1882) o EGC (Expected Gas Cost Component) $3.6999 $3.1432 . $31432
RF (Refund Adjustment) (0.0654) (0.0654) (0.0330) - CF (Correction Factor) (02239) (0.2239) (0.2239)
PBRRF (Performance Based Rate . 0.0247 0.0247 0.0247 " RF (Refund Adjustment) (0.0452) (0.0452) (0.0150)
Recovery Factor) .
PBRRF (Performance Based Rate 0.0247 0.0247 0.0247
GCA (Gas Cost Adjustment) $2.5045 $1.9496 $1.9820 | (r) Recovery Factor)
i GCA (Gas Cost Adjustment) $3.4555 $2.8988 $2.9290
"SUED: June 23, 1999 EFFECTIVE: July 24, 1999
- . ISSUED: June 23, 1999 . . EFFECTIVE: December 15, 1999
ISSUED BY: William J. Senter Vice President - Rates & Regulatory Affairs
ISSUED BY: William J. Senter Vice President - Rates & Regulatory Affhirs




o

PROPOSED TARIFF FOR ENTIRE SERVICE AREA SETTLEMENT TARIFF
P.S.C.NO.20 :
Seventy-First SHEET No. 6 - FOR nuwu%._m wnnbeﬁnu AREA
Cancelling o . P.S.C.NO.
Seventieth SHEET No. 6 . nQBQMMM-BE m“ﬁﬁ.—. No.6
WESTERN KENTUCKY GAS COMPANY . Seventy-sixth SHEET No. 6
Current Rate Summary WESTERN KENTUCKY QJN COMPANY -
= Case No. 99-070 Current Transportatlon and Carrlage
The General Transportation Rate T-2 and Carriage Service (Rates T-3 and T-4) for each - i i dnuo.za. 99-070
respective service net monthly rate is a follows: The General Transportation Rate T-2 and Carriage Service (Rates T-3 and T-4) for each
System Lost and Unaccounted gas percentage: 1.9% respective nﬂimo net monthly rate is a m.c:oiur
Systeni Lost and Unaccounted gas percentage: ) 1.9%
Distribution Non Transportation m - . . )
T rtation Service (T-2)' Checee Commodlly Charge . Distribution Non Transportation m
ransportation Service (T- ) ) Charge Commodity Charge
a) Firm Service . . nsportation Service (T-2)’ =
Fist 300 2 Mcf @ 512000 + $0.7287 =  $1.9287 per Mcf % D Tors Servion .
Next 147002 Mcf @ 06946 "+ . 07287 = 14233 per Mcf Rt 300 2 Mef 11900 + 07186 =  $19086peMct | O
‘ Over15000% Mcf @ 04299 + 07287 =  LIs86perMcf (D Next 14,7007 Mcf % sLs sonse - 31,5086 Mt | @
b) High Load Factor mmi Service (HLF) ’ _ Over 15,0002 Mcf @ 0.4300 + 0.7186 = ~._Ama per-Mcf o
Demand @ $0.0000 + 42809 = $4.2809 per Mcfof b) High Load Factor Firm_Service (HLF)
: . daily contract demand -y + - £
Fist300 2 Mcf @ $12000 + $0.1738 =  $1378perMcf | (n Demand @ $50.0000 42945 &ﬂwﬁwﬂﬁ”@
Next 14,700 °  Mecf @ 0.6946 + 0.1738 = 0.8684 per Mcf o 2 + =
Over 15000 Mcf @ 04299 + 01738 =  06037perMcf | MM” wwwoa 2 ﬁm . m aw.mmwu N “W.MMW = uw.wwww WM KM %
-~ v il o v N
c) Interruptible Service ) Over 15,000 Mcf @ 0.4300 + 0.1619 = 0.5919 per Mcf 8
First 15,000 Mcf @ $0.5300 + $0.2062 = $0.7362 per Mcf (U] I stible Servi
AllOver 15000Mcf @ 03301 + 02062 =  0.5363 per Mcf ®R) °) EJI'—.,Q uptible Znum @ 0500 + $01921 - = $0.7221 per Mef o
Carriage Service’ All O<n.. 15,000 Mcf @ 03591 + 0.1921 = 0.5512 per Mcf o .
a) Firm Service s .
Fist300 7 Mf @ $12000 + $0.0000 =  $1.2000perMcf | () Mnﬂ_u e ey
Next 14,7002 Mcf @ 0.6946 + 00000 =  0.6946perMcf | ) i Service (T-4)
- First 300 Mcf $1.1900 + $0.0000 = $1.1900 per Mcf
Over 150007 Mcf @ 04299 + 00000 =  04299perMcf | Newt 147000 Mot o oese 4 00000 = 06950 e ik %
b) Interruptible Service (T-3) o Over15000° Mcf @ 04300 + 00000 =  0.4300 per Mcf o
First 150007 Mcf @ $0.5300 + $0.0000 =  $0.5300 per Mcf . .
AllOver 15000Mcf @ 03301 + 00000 =  03301perMcf |(R) j Bam u.ow_m Feres (I-3 @ 305100 + 300000 =  $05300perMef |
.t. Includes standby sales service under corresponding sales rates. : AllOver 15000Mcf @ .03591 + 00000 = 0.3591 per Mcf ®
2 All gas consumed by the customer (sales and transportation; firm, high load factor, 1 Includes standby sales service under corresponding sales rates, GRI Rider may also apply. m
interruptible, and carriage) will be considered for the purpose of determining whether the 2 All gas consumed by the customer (Sales and transportation; firm, high load factor,
volume requirement of 15,000 Mcf has been achieved. . F»nﬂnumv—o. and carriage) will be considered for the purpose of determining whether the
? Excludes standby sales service. volume requirement of 15,000 Mcf has been achieved.
* Bxcludes standby sales service.
ISUED: June 23, 1999 ' EFFECTIVE: lJuly 24, 1999 )
ISBUED: June 23, 1999 EFFECTIVE: December 15, 1999
ISSUED BY: William J. Senter . Vice President — Rates & Regulatory Affairs . .
LSSUED BY: William J. Senter ~ Vice President ~ Rates & Regulatory Affairs




PROPOSED TARIFF . )

FOR ENTIRE SERVICE AREA
P.S.C.NO.20
Third Revised SHEET No. 11
Cancelling
Second Revised SHEET No. 11

WESTERN KENTUCKY GAS COMPANY

General Firm Sales Service

Rate G-1

Applicable

Entire Service Area of the Company.
(See list of towns — Sheet No. 3)

Availability of Service

Available for any use for individually metered service, other than auxiliary or standby service
(except for hospitals or other uses of natural gas in facilities requiring emergency power,

however, the rated input to such emergency power generators is not to exceed the rated input of

all other gas burning equipment otherwise connected multiplied by a factor equal to 0.15) at
locations where suitable service is available from the existing distribution system and an

adequate supply of gas to reader service is assured by the supplier(s) of natural gas to the
Company.

Net Monthly Rate

a) Base Charge
$ 9.00  per meter for residential service
$24.00  per meter for non-residential service

b) Distribution Charge
First! 300Mcf @
Next' 14,700 Mcf @
Over  15000Mcf @

$1.2000 per 1,000 cubic feet
0.6946 per 1,000 cubic feet
0.4299 per 1,000 cubic feet

c) Weather Normalization Adjustment
d) Gas Cost Adjustment (GCA) Rider

e)  Margin Loss Recovery Rider

' All gas consumed by the customer (Sales, Transportation, and Carriage; firm, high, load

factor, interruptible) will be considered for the purpose of determining whether the volume
requirement of 15,000 Mcf has been achieved.

M
M
m
0
o
)

m

™)

ISSUED BY: William J. Senter

SSUED: June 23, 1999

EFFECTIVE: July 24, 1999

Vice President — Rates & Regulatory Affairs

SETTLEMENT TARIFF

WESTERN KENTUCKY GAS COMPANY

Pug v lde obinyice Aen
P.S.C. NO. 20
Third Revised SHEET No. 11
Cancelling
Second Revised SIHEET No. 11

General Firm Sales Service

Rate G-]

ISSUED BY: William 1. Senter

Applicable

Entire Service Area of the Company.
(See fist of towns - Sheet No. 3)

Availability of Service

Available for any use for individually metered scrvice, other than au; iary or standby scrvice
{exeept for hospitals or other uses of natural gas in facilitics requiring emergency power,
however, the rated input to such emergency power generators is not to exceed the rated input of
all other gas burning cquipment otherwise connected multiplicd by a factor cqual to 0.15)
locations where suitable service is available from the existing distribution system and an
adequate supply of gas to render service is assured by the supplier(s) of natural pas to the
Company.

Net Manthly Rate

a) Basc Charge ] .
$ 7.50  per meter for residential service
$20.00  per meter for non-residentinl service

b) Distribution Charge
First! 300Mef @
Next! 14,700 Mcr @
Over 15,000 Ml @

$1.1900 per 1,000 cubic feet
0.6590 per 1,000 cubic feet
0.4300 per 1,000 cubic fect

c) Weather Normalization Adjusiment, referenced on Sheet No. 26,

d) Gas Cost Adjustment (GCA) Rider, referenced on Sheet No. 27.

c) Margin Loss Recovery Rider, referenced on Sheet No, 291,

N D ! Side M

I 1 Cost Recovery Mechanism, referenced on Sheet No. 30a.

g)  Gas Rescarch Institute R&D Rider, referenced o_.. Sheet No. 30d.

All gas consumed by the customer (Sales, Transportation, and Carriage; firm, high, load
factor, interruptible) will be considered for the purpose of determining whether the volume
reguicemient of 15,000 Mcf has been achieved,

EFFECTIVE: December 15, 1999

Vice President - Rates & Regulatory Affnirs

—~ -




PROPOSED TARIFF

FOR ENTIRE SERVICE AREA
P.S.C.NO. 20
Second Revised SHEET No. 12
Cancelling
First Revised SHEET No. 12~

WESTERN KENTUCKY GAS COMPANY

General Firm Sales Service

Rate G-1

Net Monthly Bill

The Net Monthly Bill shall be equal to the sum of the Base Charge, Distribution Charge, the
Gas Cost Adjustment (GCA) Rider, and other riders applicable by class of service.

Minimum Monthly Bill

The Base Charge plus any High Load Factor (HLF) demand charge, if applicable.

Service Period

Open order. However, the Company may require a special written contract for large use or
abnormal service requirements. This contract shall include provisions for load limitations and
for curtailment or interruptions as necessary, at the discretion of the Company, to prevent the
load adversely affecting firm service customers in the area.

(1.D)

ISSUED: June 23, 1999

ISSUED BY: William J. Senter

EFFECTIVE: July 24, 1999 -

Vice President - Rates & Regulatory Affairs

SETTLEMENT TARIFF -

FOR ENTIRE SERVICE AREA
P.S.C.NO. 20
f Sccond Revised SHEET No. 12
Cancelling
First Revised SHEFT No. 12

WESTERN KENTUORY GAS COMPANY

Net Monthly Bill

3]

The Net Monthly 1) shall be cqual 1o the sum of the Base Charge. Distribution Charge. the
Cias Cont Adjustment (GOAY Rider, and other riders applicable by class of gervice,

Minimum Monihly Bilt

The Base Charge plus any High Load Factor (HELF) demand charge, if applicable. (ram

Service Period

Open order. However, the Company may require o special writlen contract for large use or
abnormal service requirements. This contraet shall inelude provisions for load limitations and
for curtailment or interruptions s necessary, at the diserction of the Company, to prevent the
load adverscly affecting firm scrvice customers in the area.

ISSUED: lune 23, 1999

ISSUED BY: William J. Senter

. EFFECTIVE: December 15, 1999

Vice President - Rates & Renulatory Affairs




'PROPOSED TARIFF

FOR ENTIRE SERVICE AREA
P.S.C.NO.20
First Revised SHEET No. 13
Cancelling
Original SHEET No. 13
(First Substitute)

WESTERN KENTUCKY GAS COMPANY

General Firm Sales Service

" Rate G-1

8. Premises Charge

Late Payment Charge

A penalty may be assessed if a customer fails to pay a bill for services by the due date shown on
the customer’s bill. The penalty may be assessed only once on any bill for rendered services.
Any payment received shall first be applied to the bill for services rendered. Additional penalty
charges shall not be assessed on unpaid penalty charges.

New residential service connections on and after January 1, 2001 hereunder are subject to the
Premises Charge described on Tariff Sheet No. 67.

9. Rules and Regulations

™)

moQNnngmmrmm::nmnEm mnrnaz_nmuucc.mmn:onro Company’s Rules and Regulations and to
applicable rate and rider schedules. -

ISSUED: June 23, 1999

ISSUED BY: William J. Senter

EFFECTIVE: July 24, 1999

Vice President — Rates & Regulatory Affairs

SETTLEMENT TARIFF

FOR ENTIRE SERYICE AREA
PS.C.NO. 20
First Revised SHEET No. 13
Cancelling
Original SHIEET No. 13
(First Substitute)

WESTERN KENTUCKY GAS COMPANY

General Firm Sales Scrvice

Rate G-

7. Late Payment Charge

8. Rules stnd Regulntions

A penalty may be assessed if a customer fails to pay a bill for services by the due date shown on
the customer’s bill. The penalty may be assessed only ance on any hill for rendered services.
Any payment reccived shall first be applicd to the bill for scrvices rendered. Additional penaity
charges shall not be assessed on unpaid penalty charges.

Service fumished under this schedule is suhject to the Company's Rules and Regulations and to
applicable rate and rider schedules.

(M

ISSUED: June 23, 1999

ISSUED BY: William J, Senter

EFFECTIVE: December 15, 1999

Vice President - Rates & Regulatory AfTairs




FOR ENTIRE SERVICE AREA
P.8.C. NO. 20
Second Revised SHEET No. 15
Cancelling
First Revised SHEET No. 15

PROPOSED TARIFF

WESTERN KENTUCKY GAS COMPANY

Interruptible Sales Service

Rate G-2

1. Applicable ) ‘

Entire Service Area of the Company.
(See list of towns ~ Sheet No. 3)

2. Availability of Service

a)  Available on an individually metered service basis to commercial and industrial customers
for any use as approved by the Company on a strictly interruptible basis, subject to
suitable service being available from the existing transmission and/or distribution facilities
and when an adequate supply of gas is available to the Company under its purchase
contracts with its pipeline supplier.

b)  The supply of gas provided for herein shall be sold primarily on an interruptible basis,
however, in certain cases and under certain conditions the contract may include High
Priority service to be billed under “General Sales Service Rate G-1" limited to use and
volume which, in the Company’s judgement, requires and justifies such combination

service,

¢)  The contract for service under this rate schedule shall include interruptible service or a
combination of High Priority service and Interruptible service, however, the Company
reserves the right to limit the volume of High Priority service available to any one
customer.

Delivery Volumes

@)  The volume of gas to be sold and purchases under this rate schedule shall be set forth in a
written contract, specifying a maximum daily interruptible sales service volume and shall
be subject to revision in accordance with the Company’s approved curtdilment plan.

[

ISSUED: June 23, 1999 "EFFECTIVE: July 24, 1999

ISSUED BY: William J. Senter Vice President — Rates & Regulatory Affairs

SETTLEMENT TARIFF FOR ENTIRF, SERYICE AREA

P.S.C. NO. 20
Second Revised SHEET No. 15
Cancelling
aa First Revised SHEET No. 15

¢<mm._.m—~r KENTUCKY GAS COMPANY

Interruptible Sales Service

Rate G-1
7

1. Applieable

3
Entirc Service Aren of the Company.
(Scc list of towns ~ Sheet No. k}}

2, ><=_._=_._=:. imn-..inn

e

. ] :

n)  Available on an m=~=<m._c..._=v. metered service basis to commereial and industrial customers
for any use as approved by the Company on a strictly interruptible basis. subject to
suitable service heing available from the existing transmission and/or distribution facilitics
and when an adequate supply of gas is available 10 the Company wnder its purchase
contracts with its pipeline supplicr,

b)  The supply of gas provided for herein shall be sold primarily on an initerruptible basis,
hewwever, in certain cases and under certain conditions the conlract may include High
Prinrity service to be billed under “Cicneral Sales Scrvice Rate (-1 limited to use and

volume which, in the Company’s judgement, requires and justifies such combination
service,

C . .
€} The contract for Service under this rate schedule shall include interruptible service or a
combination of High Privrity serviee and Interruptible service. however, the Company
reserves the right w0 fimit the volume of High Priority service available 1o any one

. customer, '
A}

< Delivery Volumes

A The vohmne of gy b by sold amd purchases umder this eate <chiedule shall be set Torth i o
SHICR centen Loty ing o pasoimam daly itenuptile sales wrice vohime and shall be
SURIUE B ey 1o 0 acendang ¢ sath the Compam “s appros ed curtailimen plin

ESSUED: June 23, tonm

EFFECTIVE: December 15, 1999

ISSOED BY: Wilham J. Semer Vice President~ Rates & Regulaiory Affairs

(A




PROPOSED TARIFF

FOR ENTIRE SERVICE AREA
P.S.C.NO.20 ’
Second Revised SHEET No. 16
Cancelling
First Revised SHEET No. 16

WESTERN KENTUCKY GAS COMPANY

Interruptible Sales Service

Rate G-2

b) Priority Service

The volume for High Priority service shall be established on a High Priority Daily

. Contract Demand basis which shall be the maximum quantity the Company is obligated to

deliver and which the customer may receive in any one day, subject to other provisions of

this rate schedule and the related contract.
c) Interruptible Service
The volume for Interruptible service shall be established on an Interruptible Daily
Coniract Demand basis which shall be the maximum quantity the Company is obligated to
deliver and which the customer may receive subject to other provisions of this rate
schedule and the related contract.

d)  Revision of Delivery Volumes
The Daily Contract Demand for High Priority service and the Daily Contract Demand for
Interruptible service shall be subject to revision as necessary so as to coincide with the
customer’s normal operating conditions and actual load with consideration given to any
anticipated changes in customer’s utilization, subject to the Company’s contractual
obligations with other customers or its suppliers, and subject to system capacity and
availability of the gas if an increased volume is involved.

Net Monthly Rate

a)  Base Charge: $250.00 per delivery point per month M
Minimum Charge: The Base Charge plus any Transportation Fee and EFM
facilities charge
b)  Distribution Charge: ) m

High Priority Service :
The volume of gas used each day up to, but not exceeding the effective High Priority

Daily Contract Demand shall be totaled for the month and billed at the :Qn:n_.w_ Firm
Sales Service Rate G-1",

ISSUED: June 23, 1999

ISSUED BY: William J. Senter

EFFECTIVE: July 24, 1999

Vice President — Rates & Regulatory Affairs

SETTLEMENT TARIFF
FOR ENTIRE SERVICE AREA

P.S.C.NO. 20
- Sceond Reviscd SIHHEET No. 16
Cancelling
f Flirst Revised SHEET No. 16

WESTERN KENTUCKY €AS COMPARNY

‘

.-::.w

ptibie Sales Senvice
Rate

by High Priority Service
The volume for Tigh Priarity service shall be established on a High Priority Daily
Contract Demand basis which shall be the maximum quantity the Company is obligated (o
deliver and which the customer may receive in any one day, subject to other provisions of
this rate schedule and the refated contriet,

) Interruptible Service

The volume for Interruptible service shall be established on an Interruptible Daily
Contract Demand basis which shall be the maxinium quantity the Company is obligated to
deliver and which the customer may receive suliject to ather provisions of this rate
schedule and the related contract.

d) Revision of Delivery Volumes
The Daily Contract Demand for |figh Priority service and the Daily Coniract Demand for
Interruplible service shall be subject to revision as necessary so ns to coincide with the
customer's normal operating conditions and actunl load with consideration given to any
anticipated changes in customer’s utilization, subject to the Company’s contractuat
obligations with other customers or jts suppliers, and subject to system capaciiy and
availability of the gas if an increased volume Is involved,

4. Net Monthly Rate
a)  DBase Charge: $220.00 per delivery point per month
Minimum Charge: The Base Charge plus any Transportation Fee nnd EFM

facilities charge
b)  Distribution Charge:

1ligh Priority Scrvice

The volume of gas uscd cach day up 1o, but not exceeding the effective High Priority
Daily Contract Demand shall be totaled for the month and billed at the “General Firm
Sales Scrvice Rate G-1",

ISSUED: .:.:a.N..u 1999 EFFECTIVE: Decomber 15, 1999

ISSUED BY: William J. Senter Vice I'resident — Rates & Regulatory Affairs

(.




PROPOSED TARIFF )

FOR ENTIRE SERVICE AREA

PSC.'NO.20
Second Revised SHEET No. 17
Cancelling
First Revised SHEET No. 17

WESTERN KENTUCKY GAS COMPANY

Interruptible Sales Service

Rate G-2

Interruptible Service

Gas used per month in excess of the High Priority Service shall be billed as foliows:

First 15,000 Mcf
Over 15,000 Mcf

$0.5300 per 1,000 cubic feet
0.3301 per 1,000 cubic feet

¢)  Gas Cost Adjustment (GCA) Rider

d)  Margin Loss Recovery Rider

! All gas consumed by the customer (Sales, Transportation, and Carriage; firm, high, load

factor, interruptible) will be considered for the purpose of determining whether the volume
requirement of 15,000 Mcf has been achieved.

0

™)
(D)

ISSUED: June 23, 1999 EFFECTIVE: July 24, 1999

ISSUED BY: William J. Senter Vice President — Rates & Regulatory Affairs

SETTLEMENT TARIFF

mozmz.ﬂ__ﬂmmm=<_ﬁﬁ>_~m>
- P.S.C.NO. 20
Second Revised SHEET No. 17
Cancelling
First Revised SHHEET No. 17

WESTERN KENTUCKY GAS COMPANY

Interruptible Sales Scrvice

Hate G-

Interruptible Service

Gas uscd per month in excess of the Tligh Priority Service shall be hilled as follows:

First 15,000 Mcl
Over 15,000 Mcr

$0.5300 per 1.000 cubic fect
0.3591 per 1.000 cubic feet

€)  Gas Cost Adjustment (GCA) Rider. referenced on Sheet No, 26,
) Margin Loss Recovery Rider, referenced on Sheet No., 1.
¢)  Demand Side Management Cost Recovery Mechanism, referenced on Sheet No. 30a,

) Gas Resenrch Institute R&D Rider, referenced on Sheel No. 30d.

YAl gas consumed by the customer (Salcs, Transportation, and Carriage; firm. high, toad
factor, interruptible) will be considered for the purposc of determining whether the volume
requirement of 15,000 Mcf has been achicved.

(!
(

ISSUED: June 23, 1999 EFFECTIVE: Decomber 15, 1999

ISSUED BBY: William J. Senter Vice President - Rates & Regufatory Affairs




) T TARIFF
PROPOSED TARIFF SETTLEMEN

IRE CE AREA
FOR ENTIRE SERVI FOR ENTIRE SERVICE ARFA
. - P.S.C.NO. 20
st nMM«““Mnmw.MHHH o-18 : First Revised SHEET No. 18
. Original SHEET No. 18 : . ozmuu_n SHPET No. 19
WESTERN KENTUCKY GAS COMPANY WESTERN KENTUCKY GAS COMPANY
Interruptible Sales Service . Interruptibic Sales Service
Rate G2 : © - Rafe G-1_~
5. Standby or Auxiliary Equipment and Fuel M - |5 Standby or Auxiliary Equipment and Fuel
Tt shall be the responsibility of the customer to provide and maintain such stand-by, auxiliary 1 shall be the responsibility of the customer to provide and maintain such stand-by, auxiliary
equipment and fuel, as the customer may, in its discretion, require to protect its fuel cquipment and fucl, as the customer may, in its discretion, require to pratect its fuel
requirements and best interest.and to assure continuous operation during any period of requiremients and best interest and 1o assure continuous operation during any period of
interruption of gas deliveries. o interruption of gas deliveries, ‘
6,  Alternative Fuel Responsive Flex Provision ™) 6. Alternntive Fucl Responsive Flex Provision (
Notwithstanding any other provision of this tariff, the Company may, periodically, flex the . Notwithstanding any other provision of this tarifl, the Company may. periodically, flex the
otherwise applicable rate on a customer specific basis if, a customer presents sufficient reliable atherwisc applicable rate on a customer specific basis if. 2 customer presents sufficient reliable
and persuasive information to satisfactorily prove to the Company that altemative fuel, usable and persuasive information 1o satisfactorily prave to the Company that alternative fucl, usable
by the customer’s facility, is readily available, in both advantageous price and adequate by the customer’s facility. is readily available, in both advantageous price and adequate
quantity, to completely or materially displace the gas service that would otherwise be facilitated . quamtity, to completely or materially displace the gas service that would othenwise be facilitated
by this tariff. The customer shall submit the appropriate information by affidavit on a form on ! hy this tarifl. The customer shall submit the appropriate information by affidavit on a form on
file with the Commission and provided by the Company. The Company may require additional file with the Commission and provided by the Company. The Company may require additional
information to evaluate the merit of the flex request, . ) information to evaluate the merit of the flex request. :
Pursuant to this Section, the Company may flex the otherwise applicable transportation rate to Pursuant to _Em Section, the Company may flex the otherwise applicable transporiation rate to
allow the delivered cost of gas to approximate the customer's total cost, including handling and allow the delivered cost .:_.E_.._ tn approximate the n—.m_am:n._...n total cost, including handling and
storage charges, of available alternative fuel. The minimum flexed rate shall be the non- stornge charges, of available aliernative fuel. The minimum flexed rate shall he the non-
commodity noawuosm:» of the customer’s otherwise applicable rate. commudity compunent of the customer’s otherwise applicnble rate,
. T .o . The Company will nnt flex for volumes which. il delivered. would exceed cither (1) the current
t -

The Company Ew__ not flex for <o_=1~om which, if an__<o._. ed, e.a.a.:..__a exceed either (1) the curren operable shemative fuel fired ea ahility of the customer's Facilitics. or (2) the enerpy cquivalent
operable alternative fuel fired capability of the customer’s facilities, or (2) the energy equivalent . I\ : ap: £y ¢4

£ th tity of alternative fiuel ilable to the customer irmo_.ﬁﬁm_. is less. The Company ’ ol the quantity of altermative fuel an able 1o the cugtomer, whichever is less. The Company
ot the quan _m% ot altemative .m w<m..M 0 0 rn us ’ It tiv fuel ’ bili m:“ the H reseeses the vight 1o contiom, to jis satisfaction, the customer's hernative fug) capability and the
nmmm_dmmr”ra :m:n».”m_oo:m.“:.hw rﬁ mm:mm.m_m_o”. .:ﬂ"“ﬂmﬁﬂh_w« Mﬂw:ﬂwﬁ m:M_mvm tity ’ teaenbleness of the represented prece amd quiantiny of avnkable aliermnative fiel,
reasonableness of the represented price and quan .

- “
. Al
) ISSUED: June 23, 1999 EFFECTIVE: December 15, 1999
ISSUED: June 23, 1999 EFFECTIVE: July 24, 1999

. . ISSUED U1Y: William J. Senter Viee President - Rates & Regalatory AfTairs
ISSUED BY: William J. Senter Vice President — Rates & Regulatory Affairs



FOR ENTIRE SERVICE AREA
P.S.C.NO.20
First Revised SHEET No. 19
Cancelling
Original SHEET No. 19

PROPOSED TARIFF

WESTERN KENTUCKY GAS COMPANY

Interruptible Sales Service

Rate G-2

7. Curtailment

All curtailments or interruptions shall be in accordance with and subject to the Company's
“Curtailment Order” as contained in Section 33 of its Rules and Regulations as filed with and
approved by the Public Service Commission and for any causes due to force majeure (which
. includes acts of God, strikes, lockouts, civil commotion, riots, epidemics, landslides, lightning,
.earthquakes, fires, storms, floods, etc.); and for any other necessary or expedient reason at the
discretion of the Company.

8. Penalty for Unauthorized Overruns

a)  In the event a customer fails in part or in whole to comply with a Company Curtailment
Ocder either as to time or volume of gas used or uses a greater quantity of gas than its
allowed volume under terms of the Curtailment Order, the Company may, at its sole
discretion, apply a penalty rate 6f up to $15.00 per Mcf.

b)  In addition to other tariff penalty provisions, the customer shall be responsible for any
penalty(s) assessed by the interstate pipeliné(s) or suppliers resulting from the customer’s
failure to comply with terms of a Company Curtailment Order.

¢)  The payment of penalty charges shall not be considered as giving any customer the right
to take unauthorized volumes of gas nor shall such penalty charges be considered as a
substitute for any other remedy available to the Company.

ISSUED: June 23, 1999 EFFECTIVE: July 24, 1999

ISSUED BY: William J. Senter ‘Vice President — Rates & Regulatory Affairs

(D)
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SETTLEMENT TARIFF

FOR ENTIRE SERVICE AREA
I'5.C. NO. 20
. First Revised SHEET No. 19
Cancelling
Oripinnl SHEET No. 19

WESTERN KENTUCKY GAS COMPANY

Interruptible Snles
Rate (3.2

7. Curtailment
Al curtailments or interruptions shall be in aceordance with and suhjeet 1o the Company’s
“Cartailment Order™ as comtained in Sectiom I afits Rules and Regudations as Gled with amd
approved by the Public Service Commssion and for any causes due 1o foree majesre (which
includes acts of G, strikes. lockouts, civit commution, riots, epidemics, landslides, lighting,

carthquakes, fires, storms, Noods, ete.): and for any other necessary or expedient reason at the
discretion of the Company.

8. Penalty for Unauthorized Overruns

a) o the evem a customer fails in part or in whole to comply with a Company Curtailment
Order either as to time or volume of gas used or uses n greater quantity of gas than its
allowed volume under terms of the Curtailment Order, the Company may. at its solc
diseretion, apply a penalty rate of up 10 $15.00 per Mef,

b)  In addition to other tarifT penalty provisions, the customer shall be responsible for aiy
penalty(s) assessed by the interstate pipeline(s) or supplicrs resulting fram the customer’s
failure to comply with terms of a Company Curtailment Order.

€)  The payment of penalty charges shall not be considercd as giving any customer the right
to take unauthorized volumes of 8as nor shall such penalty charges be considered as o
substitute for any other remedy available to the Company,

3

P

ISSUED: Junc 23, 1999 FEFFECTIVE: Decemberl$, 1999

ISSUED BY: William J. Senter Vice President - Rates & Regulatory Affnirs
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; SETTLEMENT TARIFF

PROPOSED TARIFF FOR mwwh%mwmwwsg AREA . FOR ENTIRE SERVICE AREA

3 .C. NO. P.S.C.NO, 10

First Revised SHEET No. 20 : First Revised SHEET No. 10
) Cancelling S : . . Cancelling
Original SHEET No. 20 i Original SHEET No. 20
(First Substitute) ; (Flrst Substitute)
‘WESTERN KENTUCKY GAS COMPANY WESTERN KENTUCKY GAS COMPANY
Interruptible Sales Service Interruptibie Sales Service.
Rate G-2 Rate G-

9. Special Provisions M 9.  Specinl Provisions a

a) A written contract with a minimum term of one year shall be required. 8) A wriiten contract with 3 minimum term of one year shall be required.

b)  The Rules and Regulations and Orders of the Public Service Commission and of the b)  The Rules and Regulations and Orders of the Public Service Commission and of the
Company and the Company’s general terms and conditions applicable to industrial and Company and the Company's general tenns and conditions applicable to industrial and
commercial sales, shall apply to this rate schedule and all contracts thereunder. : commereial sales, shall apply 10 this rate schedule nnd alf contracts thereunder.

€)  No gas delivered under .5? rate schedule and applicable contract shall be available for ¢ No gas delivered under this rate schedule and applicable contract shall be availahle for
resale. resale,

10. Late Payment Qz:. e ) . 10. Late Payment Charpe . ; * a
3 N

A penalty may be assessed if 2 customer fails to pay a bill for services by the due date shown on A penalty may be assessed if a customer foils to pay a bill for services by the due date aum?s. on

the customer’s bill. The penalty may be assessed only once on any bill for rendered services. | .. the customer's bill. The penalty may be assessed only once an any bill for renderedlfervices.

Any payment received shall first be applied to the bill for service rendered- Additional penalty’ : Any payment reccived shall first be “..g:n... to the bill for service rendered.  Addition “penalty

charges shall not be assessed on unpaid penalty charges. charges shall :o;n assessed an unpaid penalty charges,

ISSUED: June 23, 1999 EFFECTIVE: December 15, 1999
ISSUED: June 23, 1999 EFFECTIVE: July 24, 1999
rw ISSUED BY: William 1. Senter Viee President — Rates & Regulatory AfTairs
ISSUED BY: William J. Senter ) " Vice President ~ Rates & Regufatory Affairs ‘




PROPOSED TARIFF . FOR ENTIRE SERVICE AREA . SETTLEMENT TARIFF

P.§.C. NO. 20 : FOR ENTIRE SERVICE AREA
Third Revised SHEET No. 21 ) P.5.C. NO. 20
Cancelling , . ' - Third Revised SHEET No. 21
Second Revised SHEET No. 21 o Caneelling

- . Sccond Revised SHTEET No. 21
WESTERN KENTUCKY GAS COMPANY

WESTERN KENTUCKY GAS COMPANY

Rates LVE-1 EEMW:MM:%«%&N (Low Priorily) Large Volume Safes
(Hig L2 1. : — Waies LVE-T(ITigh Pelorliy), LVS-3 (Low Frlarliy)

1.  Applicable

1. Applicahle
Entire Service Area of the Company. Entire Service Area of the Com
g i Serv : pany.
(See list of towns — Sheet No. 3) (Scec fist of towns ~ Sheet No. 3)

2. Availability of Service

2. Availability of Service

Available to any customer (with an expected demand of at least 36,500 Mcf per year) where
usage is individually metered at locations where suitable service is available from the existing
distribution system and an adequate supply of gas to render service is assured by the supplier(s)
of natural gas to the Company. Except as provided in the service agreement, LVS service is not
available in conjunction with any other tariffed gas service.

Available to any customer (with an cxpected demand of ot least 16.500 Mecf per year) where
usage is individually metered at locations where suitable service is available from the existing
distribution system and an adequate supply of gas to render service is nssured by the supplicr(s)
of natural gas to the Company. Except as provided in the service agreement, LVS service is not
available in conjunction with any other 1arifTed £as scrvice.

3. Net Monthly Rate i . Net Monthly Rate

a)  Base Charge:
- LVS-1 Service

- : a)  Base Charge:
250, 24.00 per Meter o VS Service $ 20.00 per Mcter

. . !
LVS-2 Service 250.00 per Meter 0 1.VS-2 Serviee 220,00 per Mcter M_W
Combined Service 250.00 per Meter 0} Combined Scrvice 220.00 per Meter ’ M
b)  Distribution Charge for LVS-1 Service ) b Distribution Charpe for 1,VS-1 Service m
First'! 300Mcf @ $1.2000 per Mcf ’ 0 First' JOOMel @ $1.1900 per Mer )
Next! 14,700 Mcf @ 0.6946 per Mcf . M Nest! 10,700 Ml @ 0.6590 per Mcl n
Over 15,000 Mcf @ 0.4299 per Mcf ) Over FS000 Ml oo 0.0300 per Ml C|wm
¢)  Distribution Charge for LVS-2 Service . M O Dttt Charge fur | VS.2 Servicy ’ m
First' 15000Mcf @ — $0.5300 per Mcf 0] ' ' Toru BELLLRTY $05300 per Mef . , m
Over 15,000 Mcf @ 0.3301 per Mcf o : fher TR o MV per Mt h

All gas consumed by the customer (Sales, Transportation, and Carriage; ».:.i. high, load All s comsumed by the customer tSales, Transporiation, and Carriage: firm. high, load
factor, interruptible) will be considered for the purpose of determining whether the volume fictor, amteerptible) will be conidered for the porpose of determining whether the volume:
requirement of 15,000 Mcf has been achieved : : requirement of 15,000 Met has been achieved

’ -

ISSUED: June 23, 1999 EFFECTIVE: July 24, 1999 ISSUED: June 23, 1999 ECTIVE: Pecemberls, 1999

. . ’ ISSUED By wiiti; . Senty Viee Presidem - R; ¢ Repuls g airs
ISSUED BY: William J. Senter Vice President — Rates & Regulatory Affairs tliam ). Seavce iee President - Rates & Repulatory AfTairs




PROPOSED TARIFF

- FOR ENTIRE SERVICE AREA

P.S.C.NO.20

Second Revised SHEET No. 22

Cancelling

First Revised SHEET No. 22

WESTERN KENTUCKY GAS COMPANY

Large Volume Saies

Rates LVS-1 (High Priority), LV5-2 (Low Priority)

d)  The Non-Commodity Components (Sheet No. 6) as calculated in the Company’s Gas Cost

Adjustment (GCA) filing.

€)  The Weighted Average Commodity Gas Cost is based on current purchase costs including
all related variable delivery costs for the billing period for which the gas was delivered.

f)  The True-Up Adjustment shall be customer account specific and shall include all prior

period adjustments known at time of billing.

8) Notice of the Weighted Average Commodity Gas Cost and True-Up Adjustment will be

filed with the Commission prior to billing.
h)  Margin Loss Recovery Rider

Net Monthly Bill

- The Net Monthly Bill shall be equal to the sum of the Base Charge, the High Load Factor
demand charge, the Distribution Charge, the Non-Commodity Component, the Weighted

Average Commodity Gas Cost and the True-Up Adjustment.

Minimum Monthly Bill

The Base Charge and High Load Factor demand charge, if applicable.

ISSUED: June 23, 1999

ISSUED BY: William JI. Senter

EFFECTIVE: July 24, 1999

Vice President — Rates & Regulatory Affairs
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SETTLEMENT TARIFF

FOR ENTIRE SERVICE AREA
P.5.C. NO. 20
Second Revised SHEET No. 22
Cancelling
First Revised SIEFET Na. 22

WESTERN KENTUCKY GAS COMPANY

n

| ._.m.ﬂ.ﬁ / ‘_._._ me .ﬁ:-..ml - T e
ates LVS.T (Uigh Prinfiny, ).

ST Law Prindfeg) "7 T

d)  The Non-Cammudity Components (Sheet No. 6) as ealeulated in the C ompany’s Gas Cost
Adjustment (GCA) filing,

¢} The Weighted Average Commindity Gas Cost ix based on careent purchase costs including
all related variahle delivery costs for the billing period For which the pas was delivered,

0 The True-Up Adjustment shall be customer account specific and shalt include all prior
perind adjustinents known at time of billing.

@) Notice of the Weighted Average Commodity Gas Cost and True-Up Adjustment will be
fited with the Commission prior to billing,

h)  Margin Loss Recovery Rider, referenced on Sheet No. 291..

Net Monthly Bil}

The Net Monthly Bill shall be equal to the sum of the Basc Charge, the High Load Faclor
demand charge, the Distribution Charge, the Non-Commodity Component, the Weighted
Average Commodity Gas Cost and the True-Up Adjustment.

Minimum Monthly Bili

The Base Charge and High Load Factor demand charge, if applicable.

Q

ISSUED: June 23, 1999

ISSUED BY: William J, Senter

EFFECTIVE: December 15, 1999

Viee President — Rates & Regulatory Afairs
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PROPOSED TARIFF FOR ENTIRE SERVICE AREA SETTLEMENT TARIFF A
P.S.C.NO.20 - FOR ENTIRE SERVICE AREA
. First Revised SHEET No. 23 | . I'S.C.NO. 10
Cancelling First Revised SUEET No. 23
Original SHEET No. 23 Cancelling
: ' Original SIHEET No. 23
WESTERN KENTUCKY GAS COMPANY
. aa.\mm.—.—...—:‘ KENTUCKY CAS COMPANY
Large Volume Sales . . Ve =
Rates LVS-1 (High Priority), LVS-2 (Low Priorl nrge Yolume Sales
ates {High Priority) (Low Priority) © Tates LVS-1 (1igh Priorfiy), LVS-3 (Low Prlorliy)
- . «
6. Sta uxili t and Fuel
ndby or A ary Equipment and Fue . 6.  Standhby or Auxiliary Equipment and Fucl
It shall be the responsibility of the customer to provide and maintain such stand-by, auxiliary o ot N o ”
equipment and fuel, as the customer may, in its discretion, require to protect its fuel It mm_«_: .5_ the n__.a.”.na_zm_?_.“_v. of _:M customer 5.33.”:._“ .a:_ ...:2:55 m.:n___m;_a.._.v ._ "_M.z__“.naﬂ
requirements and best interest and to assure continuous operation during any period of cquipment an n__.nc. as the customer may, in its discretion, require 1o protect its ___o
interruption of gas deliveries requirements and best inferest and to assure continuous operation during any period of
n P ) interruption of gas deliveries.
- |7 Alternative Fuel Responsive Flex Provision (LVS-2 Service Only) M 7. Alternative Fuc! Responsive Flex Provision (LVS-2 Scrvice Only) 0

Notwithstanding any other provision of this tariff, the Company may, periodically, flex the
. otherwise applicable distribution charge on a customer specific basis if, a customer presents
sufficient reliable and persuasive information to satisfactorily prove to the Company that
alternative firel, usable by customer’s facility, is readily available, in both advantageous price
and adequate quantity, to completely or materially displace the gas service that would otherwise !
 be facilitated by this tariff. The customer shall submit the appropriate information by affidavit
on a form on file with the Commission and provided by the Company. The Company may
require additional information to evaluate the merit of the flex request.

Notwithstanding any other pravision of this tarifT, the Company may, periadically. fex the
otherwise applicable distribution charge on a customer specific basis il a customer presents
sulficient reliable and persuasive information to satisfactorily prove to the Company that
alternative fuel, usable by customer’s facility, is readily available, in both advantageous price
and adequate quantity, to completely or materially displace the gas service that would otherwise
be facilitated by this tariff. The customer shall submit the appropriate infonmation by aflidavit
on a form on file with the Commission and provided by the Company., The Company may
require additiona! iriformation to evaluate the merit of the flex requesl,

Pursuant to this Section, the Company may flex the applicable Distribution Charge to allow the | (T)

Pursuant to this m.nn_moz. the Company may Nex the applicable Distribution Charge to allow the | (T
delivered cost of gas to approximate the customer’s total cost, including handling and storage

delivered cost of gas to approximate the customer's lotal cost, including handling and storage

charges, of available alternative fuel. The minimum flexed rate shall be the non-commodity charges, of available alicrnative fucl. The minimum Nexed rate shall be the non-commodity
component and weighted average commodity gas cost of the customer’s otherwise applicable component and weighted average commodity gns cost of the customer’s otherwise applicable
rate. - . . rate.

The Company will not flex for volumes which, if delivered, would exceed either (1) the current The Company will not flex for volumes which, if delivered. would exceed cither (1) the current
operable alternative fuel fired capability of the customer’s facilities, or (2) the energy equivalent operable altemative fucl fired capability of the customer’s facilitics, or (2) the encrgy equivalent
of the quantity of altemative fuel available to the customer, whichever is less. The Company of the quantity of alternative fuel available to the customer, whichever is less. The Company
reserves the right to confirm, to its satisfaction, the customer's alternative fuel capability and the reserves the right to confirm, to its satisfaction, the customer's alternative fucl capability and the
reasonableness of the represented price and quantity of available alternative fuel. reasonableness of the represented price and quantity of available alternative fucl,

t
ISSUED: June 23, 1999 EFFECTIVE: July 24, 1999 ISSUED: fune 20,1999 EFFECTIVE: December 15, 1999

: . . . SSUED 1Y: William J, § ident - .
ISSUED BY: William J. Senter ‘ Vice President - Rates & Regulatory Affairs ISSUED NY:  William J, Senter Vice P'resident — Rates & Regulatory Affairs




FOR ENTIRE SERVICE AREA
P.S.C.NO. 20
First Revised SHEET No. 24
Cancelling
Original SHEET No. 24

PROPOSED TARIFF

WESTERN KENTUCKY GAS COMPANY

Large Volume Sales

Rates LVS-1 (High Priority), LVS-2 (Low Priority)

8. Curtailment

All curtailments or interruptions shall be in accordance with and subject to the Company’s
“Curtailment Order” as contained in Section 33 of its Rules and Regulations as filed with and
approved by the Public Service Commission and for any causes due to force majeure (which
includes acts of God, strikes, lockouts, civil commotion, rots, epidemics, landslides, lightning,
earthquakes, fires, storms, floods, etc.); and for any other necessary or expedient reason at the
discretion of the Company.

9. Penalty for Unauthorized Overruns

. a)  Inthe event a customer fails in part or in whole to comply with a Company Curtailment
) Order either as to time or volume of gas used or uses a greater quantity of gas than its
allowed volume under terms of the Curtailment Order, the Company may, at its sole
discretion, apply a penalty rate of up to $15.00 per Mcf.

b)  Inaddition to other tariff penalty provisions, the customer shall be responsible for any
penalty(s) assessed by the interstate pipeline(s) or suppliers resulting from the customer’s
failure to comply with terms of a Company Curtailment Order.

¢)  The payment of penalty charges shall not be considered as giving any custoier the right
to take unauthorized volumes of gas nor shall such penalty charges be considered as a
. substitute for any other remedy available to the Company.

10. Service Agreement

The Company will require a written contract for a minimum term of twelve months. This

contract shall include provisions for load limitations and for curtailment or interruptions as

necessary, at the discretion of the Company, to prevent the load adversely affecting service of

equal or higher priority customers in the area.

A customer with an unexpired contract for other services may subscribe to LVS service by
| ’ contract amendment provided the contract, as amended, has a remaining term of at least twelve

months.

ISSUED: June 23, 1999 EFFECTIVE: July 24, 1999

ISSUED BY: William J. Senter Vice President — Rates & Regulatory Affairs

™)

™)

D)

SETTLEMENT TARIFF

FOR ENTIRE SERYICE AREA
P.S.C.NO. 20
First Revised SHEET No. 24
Cancelling
Original SHEET No. 24

WESTERN KENTUCKY GAS COMPANY

Large Volnme Sales

n.

Tintes LVS-T (iTigh Prioriiy), LVS-2 (Law Priority)

Curtailment

All curtailments or interruptions shall be in accordance with and subject to the Company’s
“Curtailment Order” as contained in Scction 33 of its Rules and Regulations as filed with and
approved by the Public Service Commission and for any causes due to force majeure (whick

~includes acts of God, strikes. lockowuts, civil commetion, riots. cpidemies, landslides. lightning,

earthyuakes, fires, storms, floads, ctc.): and for any other nccessary or expedient reason ot the
discretion of the Company,

Penalty for Unauthorized Qverruns

a)  In the event a customer fails in part or in wholc to comply with a Company Curtailment
Order cither s to time or volume of gas used or uscs a greater quantity of gas than iis
altowed volume under terms of the Curtailment Order, the Company may, at its solc
diseretion, apply a penalty rate of up to $15.00 per Mcf.

) In addition to other tarifr penally provisions, the customer shall be résponsible for any
penalty(s) assessed by the inferstate pipeline(s) or suppliers resulting from the customer's
faiture to comply with terms of a Company Curtailment Order.

€} The payment of penalty charges shafl not be considered as giving any customer the right
0 take unanthorized volumes of gas nor shall such penalty charges be considered as a
substitute for any other remedy available 1o the Company,

Service Agreement

Phe Company wall require a swotten contraet for a minimum term of tuelve monhs, This
venttad bl anchide proseaens toe b hntations and for cunailment ot nterrptions as

sevessany ot the discretion of the Company. e present the b s vrsely allecting service of

coprnal o Degher pross customers i the

A customer with an wnespired conteact for other services may subscribe 1o VS scrvice by
contraet amendment provided the contracr, as smended, has o remntining teem of at feast twelve
nremths

ISSUED: June 23, 1999 EFFECTIVE: Decomber 15, 1979

ISSUED BY: William } Sewter : Viee Presidemt Rates & Regolatory AfTairs




’ SETTLEMENT TARIFF

ERVICE A
PROPOSED TARIFF e Fo gy LCEARE FOR ENTIRE SERVICE AREA
First Revised SHEET No. 25 . _ PS.C.NO.20
Cancelling First Revised SHEET No. 25
Original SHEET No. 25 Cancelling
. Original SUEFT No. 25
WESTERN KENTUCKY GAS COMPANY : -
. WESTERN K1 N CRY GAS COMPANY
Large Volume Sajes : .. .o ..
Rates LV (High Priority), LVS-2 (Low Priorify) : ; Large Volume Sale

Rates VS (Hiph Priority)

M%hﬂ%m:“ﬂhwmﬂwm ﬂ:cM Mmm.ﬁomﬂ_w:”ﬂmgm“““ﬂ“wmﬁdm %MM“FMMMWQMW MMMWMMW MM::»“MM n_.“__r.:,_“.r__“,:a._n”_ _..._Maﬂ.._..a_ o he .”:.__,_.“_:._ —._“~_.,.J=_mnﬁ_ under this rate mn._:..ﬂ_:_.n “._:._ the related contract
hall be subject to revision in accordance with the Company’s approved curtailment plan, ey oo A datly. monthly and scasonal hasis. “The priority of contrmct volumes
§| j pany's app. shall be subject o revision in accordimce with the Company s approved curtailment plan.

The contract volumes (or service mix) shall be subject to revision by the Company as
appropriate so as to coincide with the customer’s normal operating conditions ‘and actual load
with consideration give to any reasonably anticipated changes in customer’s utilization, subject
to the Company’s contractual obligations with other customers or its suppliers, and subject to
system capacity and availability of the gas if an increased volume is involved.

The contret volumes (or senviee mix) shall be subjeet 1o revision by the Company as
appropriste s oas 1o coincide with the customer’s normal operating conditions and actunl foad
with cansideration give 1o any reasonably anticipated changes in customer's utilization. subjeet
to the Company's contractunl obligatians with other customers or its supplicrs, and subject to
system capacity and availahility of the eas il an increased volume is involved,

. 11. Late Payment Charge ‘ (M . 1. Late Payment Charge ' M
A penalty may be assessed if a customer fails to pay a bill for services by the due date shown on A penally may be assessed if o customer fails ta pay n hill for services by the due date shawn an
the customer’s bill. The penalty may be assessed only once on any bill for rendered services. ! the custamer's bill, The penalty may be assessed only once on any bill for rendercd services.
Any payment received shall first be applied to the bill for service rendered. Additional penalty Any payment reccived shall first be applicd to the bill for service rendered, Additional penalty
charges shall not be assessed on unpaid penalty charges. charges shall not be assessed on unpaid penalty charges.

12. Exit Fee ) 12. Exit Fee @
When service under this schedule is discontinued, the customer is responsible for (or entitled to) When service under this schedule is discontinucd, the customer is responsible for (or entitled to)
an exit fee (or refund) equal to the lagging true-up adjustments related to the customer’s service an mx: fee (or refund) equal to the lagging truc-up adjustments related to the customer's scrvice
period. . {1 period, :

13. Rules and Regulations m .1 13, Rules and Regulations m
Service firnished under this schedule and applicable contracts are m:E.nQ to the Company’s Service furnished under this schedule and applicable contracts are subject to the Company's
Rules and Regulations and to applicable rate and rider schedules. Rules and Regulations and to applicable rate and rider schedules,

. ISSUED: June 23, 1999 SFFECTIVE: :
ISSUED: June 23, 1999 EFFECTIVE: July 24, 1999 EFFECTIVE: December 15, 1999
ISSUED BY: William J, Senter Viee President — Rates & Regulatory AfMairs

ISSUED BY: William J. Senter Vice President ~ Rates & Regulatory Affairs
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. . SETTLEMENT TARIFF

PROPOSED TARIFF . ' FOR ENTIRE SERVICE AREA _
) First feiot SEBET No. 26 FOR ENTIRE SERVICE AREA
rst Revi - 2 PS.C.NO. 20
.Ou._no:?n Flrst Revised SHEET No. 26
Original SHEET No. 26 Cancelling

WESTERN KENTUCKY GAS COMPANY Original SHEET No. 26 .

Weather Normalization Adjustment Rider WESTERN KENTUCKY GAS COMPANY
WNA m) Wenther Normalizailon Adjustment Rider

1. Applicable WNA (N

1. Appllenbie
Applicable to Rate G-1 Sales Service, excluding industrial class only. )
) Applicable to Rate G-1 Sales Service, excluding industrial class only.

The distribution charge per Mcf for gas service as set forth in G-1 Sales Service shall be

) "adjusted by an amount hereinunder described as the Weather Normalization Adjustment The distribution charge per Mef for gns scrvice as set forth In G-1 Sales Service shall be adjusted
(WNA). The WNA shall be applicable to Rate G-1 Sales Service, excluding Industrial Sales - by an-amount hercinunder described ns the Wenther Normalization Adjustment (WNA). The
Service. : \VNA shall be applicable to Rate G-1 Sales Service, excluding Industrial Sales Service.
The WNA shall apply to all residential, commercial and public authority bills based on meters Fora =<n. year period commencing on November 1, 2000, the WNA shalt apply to all residential,
read during the months of November through April. The WNA shall increase or decrease commercial and public authority bills based on meters rend during the months of November
accordingly by month. The WNA will not be billed to reflect meters read during the months of thraugh April. The WNA shall increase or decrease accordingly by month. The WNA will sof
May through October. Customer base loads and heating sensitivity factors will be determined be _.___2_. to -n:nm_ meters rend during the months of Moy through October. Customer base loads
. by class and computed annually. oand healing sensitivity factors will be determined by class and computed annuatly.
2. Computation of Weather Normalization Adjustment 2. Computation of Weatier Normalization Ad ustment

I - The WNA shafl be computed using the following formuln:
The WNA shall be computed using the following formula: .
P # s ) (I1SF; (NDD-ADD) )

(HSF; (NDD-ADD) ) . WNA, = R

WNA = . : K
i R, . : (BLy + (HSF; x ADD) ) . .
+ ‘
(BL; + (HSF; x ADD) ) Where: :
Where: 1 H )
= any rate schedule or billing classification within a rate schedule that contalns
e P s . more than one billing classificati
i = any rate schedule or billing classification within a rate schedule that contains e billing classification
more than one billing classification WNA, = Weather Normalization  Adjustmemt Foctor for the ith rate schedule or
A ) classification expressed nx o rte per Mcl
WNA; =  Weather Normalization Adjustment Factor for the ith rate schedule or . .
classification expressed as a rate per Mcf R, = weighted average mte (distribiion charge) of temperature sensitive sales for the
ith schedule or classification
Ry = weighted average rate (distribution charge) of temperature sensitive sales for the
- ith schiedule or classification - HSFy = heat sensitive factor for the ith schedule or classification
. HSF, = heat sensitive factor for the ith schedule or classification NDD = normal hilling cycle heating degree days
‘ NDD = nommal billing cycle heating degree days : ADD = actual hilling cycle heating degree days
ADD = actual billing cycle heating degree days Ny # hase ol for the ith schedule or classification
BL; = base load for the ith schedule or classification ISSUED: Junc 23, 1999 EFFFECTIVE: December 15, 1999
SSUED: June 23,1999 EFFECTIVE: July 24, 1999 :
ISSUED BY: William J. Senter ) Vice President — Rates & Regulatory Affairs ISSUED By Willinm J, Senter Vice I'resident - Rates & Regulatory AfMnirs




rOVIVOoLLY 1nanLL s N

FOR ENTIRE SERVICE AREA
P.S.C.NO.20
Second Revised SHEET No. 27
Cancelling
First Revised SHEET No. 27

WESTERN KENTUCKY GAS COMPANY

Gas Cost Adjustment

Rider GCA

Applicable

Gas Tariffs in effect for the entire Service Area of the Company as designated in the particular

tariff.

Gas Cost Adjustment (GCA)

The Company shall file a Monthly Report with the Commission which shall contain an updated
Gas Cost Adjustment (GCA) at least thirty (30) days prior to the beginning of each month. The
GCA shall become effective for meter readings on and after the first day of the month.

Determination of GCA

The monthly amount computed under each of the rate schedules to which this GCA is

. applicable shall be increased or decreased at a rate per Mcf calculated for each billing month in

accordance with the following formula as applicable to each rate class:

. npe

GCA = EGC + CF + RF

Where:
EGC -

is the weighted average Expected Gas Cost per Mcf of gas supply which is reasonably
expected to be experienced during the month the GCA wili be applied for billings.

(1.0}

ISSUED BY: William J. Senter

ISSUED: June 23, 1999 EFFECTIVE: July 24, 1999

Vice President — Rates & Regulatory Affairs

oLl VL LMENLY TARKLED

WESTERN KENTUCKY GAS COMPANY

FOR ENTIRE SERVICFE. AREA
P.S.C. NO. 20
Second Revised SIIEET No. 27
Cancelling

First Revised SHEET No. 27

Gas Cos

t Adjustment

Riter GCA

.—. Applicahle

Gas Tariffs in cffect for the entire Service
tarifl,

2, Gas Cost Adjustnrent {GCA)

updated Gas Cost Adjustment (GCA) at 1

3. Determination of GCA

The amount computed under cach of the ra
increased or decrensed at a rate per Mcf ¢

GCA = EGC + CF + RF

The Company shall file o Quarterly Report with the Commission which shafl contain an
quarter. The quarterly GCA shall become clfective in the months of February, May. August,

and November. The GCA shall hecome effcclive for meter readings on and afer the first day of
the quarter. The Company may make out of time filings when warrantcd.

the lollowing formula 9s applicable to cach rate class:

Where: !

EGC ~ is the weighted average Fixpected Gas Cost per Mcf of gas supply which is reasonably
cxpecied to be experienced during the quarter the GCA will be applicd for billings.

Arca of the Company as designated in the padticular

east thirty (30) days prior to the beginning of cach

te schedules to which this GCA is applicable shall be
alculated for each billing quarter in accordance with

ISSUED: Juue 23, 1999

ISSUED B3Y: William 1. Senter

EFFECTIVFE: December 15, 1999

Vice President ~ Rates & Reguiatory Affairs




‘- PROPOSED TARIFF

FOR ENTIRE SERVICE AREA
P.S.C.NO. 20
Third Révised SHEET No. 28
Cancelling
Second Revigsed SHEET No. 28

WESTERN KENTUCKY GAS COMPANY

Gas Cost Adjustment

Rider GCA

EGC is composed of the following:

1)  Expected commodity costs of all current purchases at reasonably expected prices,
including all related variable delivery costs and FERC authorized charges (i.e., take-
or-pay, transition costs, etc.) billed to the Company on a commodity basis.

2)  Expected non-commodity costs including pipeline demand charges, gas supplier
reservation charges, and FERC authorized charges (i.e., take-or-pay, transition costs,
etc.) billed to the Company on a non-commodity basis.

uvHrmnomﬁowoz.ﬂwmmmo:nnnmmon @m"oEm__uv??c-:omnmméng Oo:.um:v.&o_.mmo.
withdrawals, etc.). ‘ .

Less

4)  The cost of gas purchases expected to be injected into underground storage.

5)  Projected recovery of non-commodity costs and Lost and Unaccounted for costs
from transportation transactions.

6) Projected recovery of non-commodity and commodity costs from LVS-1 and LVS-2
transactions.

7)  The cost of Company-use volumes,

8)  Projected recovery of :o:-nm:::o&q costs from High Load Factor (HLF) demand
charges.

(D)

- ISSUED: June 23, 1999

ISSUED BY: William J. Senter

EFFECTIVE: July 24, 1999

Vice President — Rates & Regulatory Affairs

SETTLEMENT TARIFF

FOR ENTIRE SERVICE AREA
-P.5.C.NO. 20

Third Revised SHEET No. 28
. Cancelling

Sccond Revised SHEET No. 28

WESTERN KENTUCKY GAS COMPANY

Gns Cost AdJustment

Rider GCA :

S

ISSUED: June 23, 1990

ISSULD By 5.::..:: J. Senter

EGC is composcd of the following:

: . )
1) Espected commodity costs of all current purchascs at rpasonably cxpected prices,
including all related variable delivery costs and FERC authorized charges (i.c., take-
or-pay, transition costs, cte.) bitled to the Company on 2 commadity hasis.

- . &, » . .
2)  Expected non-commodity costd including pipcline demand charges, gas supplicr
reservation charges, and FERC authorized charges (i.c.. take-or-pay, transition costs.
cte.) billed to the Company on a non-commodity basi

3} The cost of other gas sources for system supply (no-notice supply, Company storage,
withdrawals, elc.).

4y The cost of gas purchases expeeted to be injected into underground slorage.

5)  Prajected recovery of non-commodity costs and Lost and Unaccounted for costs
from transportation transactions.

=

V Projected recovery of non-commadity and commodity costs from LVS-1 and 1.vS§.2
transactions,

71 The cost of Company-use volimes,

K1 Projected recosery of nan-commodity costs from High Toad Factor (0LF) demanmd
tharges

EFFECTIVE: December 15, 1999

Viee President - Rales & Repnlatory Afairs

"



A change was not originally proposed
to this page.

SETTLEMENT TARIFF

FOR ENTIRE SERVICE ARFA
I'S.C. NO. 20
Sccond Revised SITEET No. 29
Canceliing ’
[ First Revised SHEFET No. 29

WESTERN KENTUCRY 2.>7. COMIANY

fous A.-v-..sm__—:.l.-‘-n.:—.!l - T T e

CF - is the Correction Factor per Ml which compensates for the difference between the
espected gas cost and the actual gas cost for prior periods,
'

. Hhe Company: shalt file an updated Correetion Fdetor (CFY inits April and October GUA
Milings, g0 become effecie in May and November respectively. The April fiting shatt
wipdate the CF for the six months ended January while the October filing shall update the
“CF for the six months ended July, '

RE - is the sum of any Refund Factors filed in the current and three preceding quarterly filings,
The current Refumd Factor refects refimds received from supplices during the reporting
perind. The Refind Factor will be determined by dividing the refunds reccived plus
estimated interest’, by the annual sales used in the quarterly filing fess transported
volumes. After a refund factor has remained in effect for twelve months, the difTerence in
the amount rdceived and the aimount refunded plus the accrued interest? will be rolled into
the next refuid caleulation, The refund account will be operated independently of the CF
and only added as a component to the GCA in order to obiain a net GCA. In the event of
any large or unusual refunds, the Company may apply to the Commission for the right 1o
depart from the refund procedure herein sct forth.

' The April GCA filing effective May 2000 shall update the CF for the seven months ended
January 2000 to account for the change in methodology ordered in Case No. 99-070.

? Atamie equal 10 the average of the “3-Month Commereial Paper Rates™ for the immediately

preceding 12-month period fess ¥ or 1% to eover the costs of refunding ns stated in the KPSC

Order from Case No. 7157-KK, These monthly rates are reported in both the Federal Reserve

Bullctin and the Federal Reserve Statistical Release.

4. [High Load Factor (HLF) Option

Customer with daily contract demands for firm service of 240 Mcf or greater may cleet 1o
contract for High Load Factor (HLF) service and will be applicable to G-1, LVS-1, and T-2/G-1
scrvices.

The HLF aption pravides for billing of the non-commodity costs in the EGC applicable only to
firm scrvice on the basis of daily contract demand rather than on a commodity basis.

ISSUED: Junc 23, 1999 EFFECTIVE: December 15, 1999
(Issued by Autherity of an Order of the Public Serviee Commission in Case No, 95-010 dated October 20, 1995).

ISSUED BY: Willinm J. Senter Vice President - Rates & Regulatory AfTairs

N)




FOR ENTIRE SERVICE AREA
P.S.C.NO. 20
Original SHEET No. 29L

roavrusoy TARLEF

WESTERN KENTUCKY GAS COMPANY

Margin Loss Recovery Rider

MLR

Intent

This Margin Loss Recovery Rider is intended to authorize the Company to recover 90% of
distribution charge losses that result from (1) discounts pursuant to the Z.ﬁSmﬁ.—.._._n_
Responsive Flex Provision, or, (2) special contracts approved by the Public Service
Commission of Kentucky.

Calculation of the Margin Loss Recovery Factor

The Margin Loss Recovery Factor will be calculated in accordance with the following formula:

MLR = (NGPM - AGPM)x .9
S

Where:
MLR is the Margin Loss Recovery Factor
NGPM is the normally applicable distribution charges

AGPM is the actual distribution charges under Flex Sales or Transportation transactions,
or, as stated in the special contract

S is the expected sales volumes as used in the Correcting Factor of the Gas Cost
Adjustment Rider

Filing with the Public Service Commission of Kentucky

The MLR shall be filed every March and September, to become effective in April and October,
respectively. The March filing shall update the MLR for the six months ended December ]
period while the September filing shall update the MLR for the six months ended June period.

Yot

)

ISSUED: June 23, 1999 EFFECTIVE: July 24, 1999

ISSUED BY: William J. Senter Vice President — Rates & Regulatory Affairs

SETTLEMENT TARIFF
P

WESTERN KENTUCKY GAS COMPANY

FOR ENTIRE SERVICE ARFA
I'.5.C. NO. 20
Origingl SIEET No. 291

e T i Vs Reepvery e
. . - e R L
Lo Applicable
Applicable 1 taritfl Sales Service Rates G-L G ULVS ) and LVS-2 This Margin Voss
Recovery Rider is interded 1o athorize the Company to recover $0% of distribution charpe
Josses that result from (1) discounts pursuant to the Aliernate Fuel Responsive Flex Provision,
(2) special contracts approved by the I'ublic Service Commission of Kentucky, or (1) a
custonmer’s by pass of the Conipany’s svstem,
2. Caleulation of the Murpin Loss Recovery Factor
The Margin lLoss Recovery Factor will be caleulated in accordance with the following formuta:
MER = (Mg + ML+ ML) x5
S
Where:
MULR is the Margin Loss Recovery Factor
ML is the sum of discounts pursuant to the Alternate Fuel Respansive Flex Provision,
caleulated by multiplying the discount below the customer's otherwise applicable
distribution charge times the volumes delivered under the flex provision,
ML, is the sum of discounts pursuant to special contracts m.._u_nlnn_aa subsequent to
Case 99-070, caleulated by nultiplying the discount below the customer's otherwise
applicable distribution charge times the customer's volumes in the test year for Case 99-
070 or the customer's current annual volumes (whichever is less).
MLy is the sum of margin losses associnted with customer bypass of the Company's
system subsequent to Casc 99-070, equaling the totl margin attributable to the customer
during the test year for Case 99-070.
S is the expected sales volumes as used in the Correcting Faclor of the Gas Cost
Adjusiment Rider ’
Filing with the Publie Scrvice Commission of Kentuck
The MLR shall be filed every January and July, to become effective in February and August,
respectively, The February filing shall update the MLR for the six months ended November
period while the August filing shall update the MLR for the six months ended May period.
ISSUED:  hme 23, 1999

ISSUED BY:  William J, Senter

EFFECTIVE: December 15, 1999

Viee President ~ Ralcs & Regulatory AfTairs
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PROPOSED TARIFF FOR SERVICE AREA
PS.C.NO. 20
Original SHEET No. 30A

WESTERN KENTUCKY GAS COMPANY

Demand-Side Management Cost Recovery Mechanism
DSM
1. Applicable

Applicable to Rate G-1 Sales Service, residential class only.

The monthly Distribution Charge under Residential Rate G-1 Sales Service, shall be increased

or decreased annually beginning January 2000 by the DSM Cost Recovery Component

(DSMRC) at a rate per Mcf in accordance with the following formula:

DSMRC = DCRC + DCRP + DBA'
. Where:

DCRC = DSM Cost Recovery-Current. *The DCRC shall include all projected costs for the
next twelve-month period. These costs shall be limited to expected payments to
program implementation contractors over that period, as well as any costs incurred
by or on behalf of the DSM collaborative process. These costs would be divided by
the expected Mcf sales for the upcoming twelve-month period to determine the
DCRC.

DCRP = DSM Cost Recovery-Pilot. The DCRP shall include all costs associated with the
implementation of the DSM Pilot program. These costs include payments to
implementation contractors, as well as costs incurred on behalf of the collaborative
process, including consultants. These costs shall be amortized over a three-year
period beginning January 2000 through December 2002. The costs to be amortized
over the upcoming twelve-month period shall be divided by the expected Mcf sales
for the upcoming twelve-month period to determine the DCRP.,

) ISSUED: June 23, 1999 EFFECTIVE: July 24, 1999

ISSUED BY: William J. Senter Vice President — Rates & Regulatory Affairs

SETTLEMENT TARIFF .

FOR ENTIRE SERVICE AREA
rS.C.NO. 20
Original SHEET No. J0A

WESTERN KENTUCKY GAS COMPANY

Demand-Slde Management Cost Recovery Mechnnism

DSM

Applienble

Applicable to Rate G-1 Sales Service, residentinl class only.

The Distribution Charge under Residential Rate G-1 Sales Service, shall be increased or
decreased for three annuml periods beginning January 2000 by the DSM Cost Recovery
Component (DSMRC) at a rate per Mcl in accordance with the following formula:

DSMRC = DCRC + DBA

Where:

DCRC = DSM Cost Recovery-Current.  The DCRC shall include all projected costs for the
next fwelve-month period. These costs shall be limited to expeceted payments to
program implementation contractors over that periad, as well as any costs theurred
by or on behall of the DSM coflaborative pracess. These costs would be divided by
the expected Mef sales for the upcoming twelve-month period to determine the
PCRC. .

ISSUED: June 23, 1999 EFFECTIVE: December 15, 1999

ISSUED UY': William J. Senter Vice President - Rates & Regulatory AfTairs

N)




PROPOSED TARIFF ’

FOR ENTIRE SERVICE AREA . SETTLEMENT TARIFF FOR ENTIRE, SERVICE AREA
PS.C.NO.20 PS.CoNO. 20
Original SHEET No. 30B . . . Original SHEET No. 301
WESTERN KENTUCKY GAS COMPANY WESTERN KENTUCKY GAS COMPANY
Demand-Side Management Cost Recovery Mechanism . Nemand-Side Management Cosf Recovery Mechanism
: DSM X ) ' DSM N)

DBA = DSM Balance Adjustment. The DBA shall be calculated on a calendar year basis " DBA = DSM Balance Adjustment. The DBA shall be calculated on a catendar year basis
and be used to nm.oonn:m ?n difference between the amount of revenues actually and be used 1o reconcile the difference between the amount of revenues actually
. billed through the DCRC, DCRP and previous a lications of the DBA. and the billed through the DCRC and previous applications of the DBA. and thé revenues

revenues “‘rmmns should _anm been billed P PP ? which should have been hilled.
_ L, . The DBA for the upcoming twelve-month period shall be calculated as the sum of the balance
.—.M_.o DBA moM. Smrs_u WMQMMm Wmnm_ﬂ,ﬂ -EM:%WW:MQ mﬁu_: WMWMQWSM m_.m the mM_B NMEM ﬂ__m_zm.w adjusiments for the DCRC and DBA. For the DCRC, the balance adjustment shall be the
mr_:ﬂm.ﬂ.ﬁna ow © h ’ M—._: L o__. © h U Mwmaonrw _:m_. m“_. s mm En difference hetween the amount hitled in a twelve-month period from the application of the
”umﬂw_ eren onr ngnnnm” ME.:O._:“ illed _mah ?Wmm,m-_wo:” UoMo . _.ozw_ﬁ € 2pp »_,n.m__ on o ﬁn DCRC unit charge and the actual cost of the DSM Program during the same twelve-month

unmomu unit charge and the actual cost of the rogram during the same twelve-mon period.
For the DCRP, the bal djustment shall be the difference between the amount billed ina For the DBBA, the balance adjustment shall he the difference hetween the amount billed in a
or the , the balance adjustment s e the difference between the amoun n

twelve-month period from the application of the DCRP unit charge and the actual cost of the

twelve-month period from the application of the DBA unit charge and the balance adjustment
DSM pilot program as amortized at no interest over three years. !

amount established for the same twelve-month period.

The halance adjustment amounts caleulated will inchide interest to be ealeulated ot a rate cqual
to the average of “Y-month Commercial Paper Rate™ for the immediately preceding twelve-
maonth period. The balance adjustments plus interest shall be divided by the expected Mcl sales
for the upcoming twelve-month period to determine the DBA.

For the DBA, the balance adjustment shall be the difference between the amount billed in a
twelve-month period from the application of the DBA unit charge and the balance adjustment
amount established for the same twelve-month period.

The balance adjustment amounts calculated will include interest to be calculated at a rate equal
to the average of “3-month Commercial Paper Rate” for the immediately preceding twelve- prior 1o the beginning of the effective upcoming twelve-month period for billing. This annual
month period. The balance adjustments plus interest shall be divided by the expected Mcf sales filing shall include demiled ealeulations of the DCRC and the DBA, as well as data on the total
for the upcoming twelve-month period to determine the DBA. cost of the DSM Program over the hwelve-montly period.

The Company will file modilications 0 the DSMRC on an anuual basis at least two months

The Company will file modifications to the DSMRC on an annual basis at least two months
prior to the beginning of the effective upcoming twefve-month period for billing. This annual
filing shall include detailed calculations of the DCRC, the DCRP, and the DBA, as well as data i
on the total cost of the DSM Program over the twelve-month period.

ISSUED: June 21 1999 EFFECTIVE: December 15, 1999

ISSUED: June 23, 1999 . EFFECTIVE: July 24, 1999 ISSUED BY: Wilham ). Senter Vice President - Rates & Rep

tory AfTairs
ISSUED BY: William J. Senter Vice President — Rates & Regulatory Affairs




SETTLEMENT TARIFF

.,  PROPOSED TARIFF FOR ENTIRE SERVICE AREA - FOIENTIRE SERVICE AREA

P.S.C.NO.20 I'S.C. NO. 10
N Original SHEET No. 30C ) Ortginnl SHEET No. 30C
WESTERN KENTUCKY GAS COMPANY WESTERN KENTUCKY GAS COMPANY
Demand-Side Management Cost Recovery Mechanism Prmand-Side 3 tangement Coni Reewseey Mechantun ~ U
DSM ‘ ™ o R (L4

DSM Cost Recovery Component (DSMRC): DSM Cost Regonery Component (DSMRC):

DSM Cost Recovery — Current: $0.0155 per Mcf DSM Cost Recovery - Curent: $0.0155 per Mcf

DSM Cost Recovery — Pilot: $0.0225 per Mecf DSA Halance Adyustinent: . $0.0000 per .v_.m._‘

DSM Balance Adjustment: $0.0000 per Mcf DSMRC Residentinl _;,wa G-1 . $0.0155 per Mel

DSMRC Residential Rate G-1 A $0.0380 per Mcf ¥

L _ | ‘.
. !

ISSUED: June 23, 1999 EFFECTIVE: December 15, 1999
ISSUED: June 23, 1999 EFFECTIVE: luly 24, 1999

ISSUED BY: William J. Senter Vice President - Rates & Regulatory AlTairs
ISSUED BY: William J. Senter ) Vice President — Rates & Regulatory Affairs '




PROPOSED TARIFF

FOR ENTIRE SERVICE AREA
P.S.C.NO. 20
Original SHEET No. 30D

WESTERN KENTUCKY GAS COMPANY

Gas Research Institute R & D Rider

GRIR & D Unit Charge

Application:

This rider applies to the distribution charge applicable to all gas transported by the Company
other than Rate T-3 and T-4 Carriage Service.

GRI R&D Unit Charge:
The intent of the Gas Research Institute R&D Unit Charge is to maintain the Company’s level

of contribution per Mcf as of December 3 1, 1998. The Unit Charge will be billed according to
the transition schedule outlined in the pipelines’ tariffs.

Waiver Provision: :
The GRI R&D Unit Charge may be reduced or waived for one or more classifications of service
or rate schedules at any time by the Company by filing notice with the Commission.

Remittance of Funds:

All funds collected and this rider will be remitted to Gas Research Institute on a monthly basis.
The amounts so remitted shall be reported to the Commission annually.

Reports to the Commission:

A statement setting forth the manner in which the funds remitted have been invested in research
and development will be filed with the Commission annuatly.

Termination of this Rider: Participation in the GRI R&D funding program is voluntary on
the part of the Company. This rider may be terminated at any time by the Company by filinga
notice of recision with the Commission. -

™)

ISSUED: June 23, 1999

ISSUED BY: William J. Senter

EFFECTIVE: July 24, 1999

Vice President — Rates & Regulatory Affairs

SETTLEMENT TARIFF

FOR ENTIRE SERVICE AREA
P.S.C. NO. 20
Original SHEET No. 30D

WESTERN KENTUCKY GAS COMPANY

Gns leseareh insilinte R & D Rider

GRIR & 17 Unlt Charge

Applieable:

This rider applics to the distribution charge applicable to all gas transported by the Company
other than Rate T-3 and T-4 Carriage Scrvice.

GRI R&D Unit Charge:

The intent of the Gas Rescarch Institute R&D Unit Charge is to maintain the Company's level
of contribution per Mcl as of December 31, 1998, The Unit Charge will be billed according 1o
the transition schedule outlined in the pipelines’ tariff,

Rate Per Ml

GRI R&D Unit Charge $£0.0004

Note 1: The GRI R&D Unit Charge is a weighted average of the rates under the pipelines’
transition schedules and applicable annual volumes.

Whaiver Provision:

The GRI R&D Unit Charge may be reduced or waived for one or more classi fications of scrvice
or rate schedules at any time by the Company by filing notice with the Commission. Any such
walver shall not increase the GRI R&D Unit Charge to the remaining classifications of service
or rate schedules without Commission approvat.

Remittance of Funds:
All Tunds collected under this rider will be remitted to Gas Research Institute on a monthly
basis. The amounts so remitted shall be reported to the Commission annualty,

Reports to the Commission:
A statement sciting forth the manner in which the funds remitted have been invested in rescarch
and development will be filed with the Commission annually.

Termination of (his Rider:
Participation in the GRI R&D funding program is voluntnry on the part of the Company. This

rider may be terminated at any time by the Company by filing a notice of recision with the
Commission,

N)

ISSUED: Junc 23, 1999

ISSUED BBV: William J. Senter

FEFFECTIVE: Decomber 15, 1999

Vice President - Rates & Regulatory Affairs




X SETTLEMENT TARIFF

PROPOSED TRRIFF FORENTIRS SERVICE Afe P
vised She . 1.5.C. NO. 10
Third NM<_um.._=w__mﬁ No. 34 | Third Restacd SreNo. 34
ancelling P
Second Revised Sheet No. 34 ) . nncelling

Sceond Revised Sheet No. 34

WESTERN KENTUCKY GAS COMPANY WESTERN KENTUCKY GAS COMPANY |

General Transportation Service (D General Transporinilon Service m
Rate T-2 o Rate T-2

1. Applicable . Applicahle )

Entire service area of the Company to any customer receiving service under the General Sales Service Entire scrvice area of the Company 10 any customer receiving service under the Generaf Sales Scrvice
(G-1) and/or Interruptible Sales Service (G-2). (G-1) andior Interruptible Sales Scrvice (G-2).

2. Availability of Service : m 1. Availabllity of Service M
Available to any customer with an expected oozmzavzo:. of at least 9,000 Mcf per year, on .m:. Available 1o any with an expeeted ption of at lesst 9,000 Mel per year, an an
individual service at the same premise, who has vEn.:.Pmon_ its own m___.._u._v. of :mE_.,m_ gas and require individual service at the same premise, who hos purchased its own supply of matural gas and require
transportation by the Company to the customer's facilities subject to suitable service being available transporiation by the Company to the 's facilities subject to suitable service being availnble
from existing facilities, from existing fachlitics.

3. Net Monthly Rate 3. Net Monthly Rate
In addition to any and all charges assessed by other parties, there will be applied: | In addition 10 any and all charges assessed by other parties, there will be applied: )

a) Transportation Administration Fee - $50.00 per customer per month m ) Transportation Administeation Fee - $50.00 per custormer per month Q)
b) Distribution Charge for High Priority Service b} Distribution Charge Tor High Priority Service
M ' - m

First 300 Mef @ $1:2000 per Mecf M Flest 300 Mer @ $1.1900 per Mer . M

1
Next 14,700 Mecf @  0.6946 per Mcf o Next 14,700 Mer @ 06590 per Mef 0]
Over 15,000 Mcf @ 04299 per Mcf . 0] : Over 15,000 Mer @ 04300 per Mer M
c) Distribution Charge for Low Priority Service ) Distribution Charge for Low Priority Service

] B

1 d . " [}]
First 15,000 Mcf @ 505300 per Mcf o First 15,000 Mecr @ 505300 per Mer A
Over 15,000 Mef @ 03301 per Mcf ® Over 15,000 Zn_” @ 03591 per Mef r)
d) Applicable Non-Commodity Components (Sheet No. 6) as calculated in the Company’s Gas Cost d) »“_.._..n_u_._n_zm.mm. T fity Comy {Sheet No. 6) as calculated in the Company’s Gas Cost-

Adjustment (GCA) filing, Justment (GCA) fiing.
e) Electronic Flow Measurement (“EFM") facilities charge, if applicable (Sheet No. § 1. ) Electronic Flow Measurement ("EFM") facilities charge, il applicable (Sheet No. 51).

)

] : 1 ’ 1 . .

All gas consumed by the customer (Sales, transportation, and carriage; firm, high load factor, .>= gas o ._._. MW the P Am_n_au. lransportation, s.-a carringe: firm, _..ﬁ_. lond ?m_.z.

interruptible) will be considered for the purpose of determining whether the volume requirement ..N._ﬂ.ﬂ_a___mﬂ .7%_%_: b ncsu_ ere p or the purpose of determining :.__u___ﬂ the valume requirement

of 15,000 Mcf has been achieved. : offa cthas heen achicved, .

CIRSUEDT Jund - TECTIVE: T35 7999
TSSUEDT Tone 231995 EFFECTIVE: Toly 731999 TSSUED: June 33,7599 EFFECTIVE: Decemher 13, 199

, ISSUED Y: William 1. ¢ ice Pres - s ] irs
ISSUED BY: William J. Senter Vice President — Rates & Regulatory Affairs 1] Y: William J, Senter Vice President - Rates & Regulatory Affairs




|+‘
) mmeebmzmze TARIFF

) PROPOSED TARIFF FOR ENTIRE SERVICE AREA'
P.S.C.NO.20
Third Revised Sheet No. 35
Cancelling
Second Revised Sheet No. 35

WESTERN KENTUCKY GAS COMPANY

General Transportation Service ()]
. Rate T-2

4. Net Monthly Bill

Administration Fee and the appropriate Transportation Charge (Distribution Charge plus Non-
commodity component) applied to the customer’s transported volumes and any applicable
Electronic Flow Measurement (“EFM") facilities charges (see Subsection 7 “Special
Provisions™ of this tariff). The customer will also be billed for purchases and the applicable
Base Charge and High Load Factor (HLF) demand charge under Rates G-1 and G-2.

‘ 5. Nominated Volume

Definition: . “Nominated Volume” or “Nomination” — The Level of daily volume in Mecf as
requested by the customer to be transported and delivered by the Company. Such volume
nominated by the Customer shall include an allowance for the Company’s system Lost and
” . Unaccounted gas percentage as stated in the Company's current Transportation and Carriage
-tariff Sheet No. 6. The volumes delivered by the Customer to the Company for redelivery to

the Customer’s facilities will be reduced to cover the related system Lost and Unaccounted gas
quantities.

Such nomination request shall be made by the customer to the Company on a periodic basis
prior to the nomination deadline of the respective interstate transporter. Such nomination may
be adjusted prospectively from time to time during the billing period as may become
necessary. However, the Company retains the right to limit the number of nomination
adjustments during the billing period.

ISSUED: June 23, 1999 EFFECTIVE: July 24, 1999

ISSUED BY: William J. Senter Vice President — Rates & Regulatory Affairs

The Net Monthly Bill, for T-2 Service, shall be equal to the sum of the Transportation | (T)

FOR ENTIRE SERVICE AREA

P.S.C.NO. 20
. Third Revised Sheet No. 35
Cancelling
Second Revised Sheet No. 35

WESTERN KENTUCKY mm>m COMPANY

Genceral Transportation Service

Hafe T-2

»

Net Monthly Biil

The Net Monthly Bill, for T-2 Scrvice, shall be equal to the sum of the Transportation
Administration Fee and*the appropriate Transportation Charge (Distribution Charge plus Non-
commadity component) applicd o the customer's transported volumes and any applicable
Electronic  Flow  Measurement (“EFM™)  facilities charges (sce Subsection 7 “Special
Provisions™ of this tariff). The customer will also be billed for purchases and the applicable
Base Charge and High Load Factor (11L.F) demand charge under Rates G-1 and G-2.

L)

Nominated Volume

Definition: “Nominated Volume™ or “Nomination™ ~ The Level of daily volume in Mef as
requested by the customer to be irnsported and delivered by the Company. . Such volume
nominated by the Customer shall include an allowanee for the Company’s system Lost and
Unaceaunted gas percentage as stated in the Company's current ‘Transportation and Carriage
tari T Sheet No. 6. The volumes defivered by the Customer to the Company for redelivery to
the Customer’s facilitics will be reduced to cover the related system Lost and Unaccounted gas
quantitics.

Such nomination request shall be made by the customer 1o the Company on a periodic basis
prior to the nomination deadline of the respective interstate transporter, Such nomination may
be adjusted prospectively from time 1o time during the billing period as may become
neeessary.  llowever, the Company retains the right to limil the number of, nomination
adjustments during the hilling peried. o .

m

m

ISSUED: June 21, 10 EFFECTIVE: December 15, 1900

ISSUED BY: Willizun J. Senter Vice President Rates & Regulatory Affairs




PROPOSED TARIFF

' . FOR ENTIRE SERVICE AREA FOR ENTIRE SERVICE AREA
P.S.C.NO. 20 P.5.C.NO. 20
Third Revised SHEET No. 36 ’ Third Revised SHEET No, 36
- Cancelling ) Cancelling
Second Revised SHEET No. 36 Secand Revised SHEET No. 36
WESTERN KENTUCKY GAS COMPANY . WESTERN KENTUCKY GAS COMPANY
- General Transportation Service m Genceral Transporiation Service m
Rate 1-2 Rate T-2
RN
b) It will be the responsibility of the customer to pay all costs for additional facilities and/or ) b) It will besthe responsibility of the customer to pay all costs for additional facilitics and/or | (T)
equipment which will be required as a result of receiving transportation under this . cquipment;ivhich will be required as a result of receiving transportation wnder this Transportation
Transportation Tariff Rate (additional facilities may be required to allow for changing Tarifl _aa_n.?m&:nzn_ facilitics may be required to allow _..2 changing from weekly or monthly
from weekly or monthly meter readings to daily meter record for the billing period). meter Hnuz___.mu to daily meter record for the _:__m...m petiod).  Electronic Row measurement
Electronic flow measurement (“EFM") equipment is required to be installed, maintained 1 & ”_.Z ).equipment is required to be installed, maintained, and operated by the Company ta obtain
. . . - ’ transpartatioh service. The enstomer-is responsible for providing the clectric and commumications
and ova.wmﬂnm by the .O..uEﬂm:v. to o_mnm:.. :ﬂ:whonmm_o:.wm?_no. The n:m.ﬂo:,.m_. 15 support services refated 10 the EFM equipment, Customers reeired to install EFM may cleet the
nmmvazm_c._a for providing the 102.45 w:m.ooEE:Enwsoaw support services related to the ‘ eptional wonthly £FM facifities charges (Sheet No. §1). EFM cquipment is not required for
EFM equipment. Customers required to install EFM may elect the optional menthly EFM ] i customers whose contractual requirements with the Company are Tess than 300 Mcifday: however,
facilities charges (Sheet No. 51). EFM equipment is not required for customners whose such customers may, at their aption, clect 10 install EFM equipment under the same provisions sct
contractual requirements with the Company are less than 300 Mcf/day; however, such forth above, -
. customers may, at their option, elect to install EFM equipment under the same provisions :
set forth above. 8. Terms nnd Conditians

a} Specific details refating to volume, delivery point and similar matiers shall be covered by n
separate wrilten contract or amendiment with the customer.

8. Terms and Conditions

a) Specific details relating to volume, delivery point and similar matters shall be covered bya B) Gas transpofied under this Transportation 1T Rate is subiieet to the provisi -
separate written contract or amendment with the customer. ras iransported under this Fransportation Tariff Rate is subject to the provisions of the
. Company s curtailment order.
as trai er thi i i i j e provisions of the . g g . . . .
b) Gastr :mmonna :.:a v this Transportation Tariff Rate is subject to th provisions of ¢} The Company will not be obligated 10 deliver a total supply of pas 1o the customer in
Company’s curtailment order. ess il . i :
excess iU the customer’s maximum contracted valumes,

) The Company will not be obligated to deliver a total supply of gas to the customer in

. . " ) Trshall b the customer’s responsibility to make all necessary arrmgements, inclding
excess if the customer’s maximum contracted volumes.

ohtanmg any regulators approval required, to deliver gas ransported umder this
Loamspeatation Fardd? Rare 1o the Gacilities of the Company.,

d) It shall be the customer’s responsibility to make all necessary arrangements, including
obtaining any regulatory approval required, to deliver gas transported under this

k . v el The Coanpuny reserves the gt e refine 1o aceept pas that decs not meet the Company s
Transportation Tariff Rate to the facilities of the Company.

oty el Hisns

€) The Company reserves the right to refuse to accept gas that does not meet the Company's h

Phe ades amd Repubations and Ondess of the Kentiehy Pubhic Service Commissnsn and
lit ificati ) .
quality specifications.

i i of the Company and the Company's Generad Terms and Comditions applicable o the

. Company’s Sales TarilT Rates shall hkewise apply to these Transportation Tarill Rates and
f) The Rules and Regulations and Orders of the Kentucky Public Service Commission and : all contracts amd amendments thereunder,
. of the Company and the Company’s General Terms and Conditions applicable to the J
Company’s Sales Tariff Rates shall likewise apply to these Transportation Tariff Rates and
all contracts and amendments thereunder.
INSEEI: Tune 20 (v EFFECTIVE: December 15, 1099
ISSUED: June 23, 1999 EFFECTIVE: July 24, 1999 ISSUED 8Y: William . Seniér Vice President -+ Rates & Regulatory Afairs !

ISSUED BY: Wiiliam J. Senter Vice President — Rates & Regulatory Affairs
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PROPOSED TARIFF

FOR ENTIRE SERVICE AREA

P.S.C.NO. 20
Second Revised Sheet No. 37
Cancelling
First Revised Sheet No. 37

WESTERN KENTUCKY GAS COMPANY

General Transportation Service

Rate T-2

9.  Alternative Fuel Responsive Flex Provision

Notwithstanding any other provision of this tariff, the Company may, periodically, flex the othenwise
applicable Distribution Charge on a customer specific basis if, a customer presents sufficient reliable
and persuasive information to satisfactorily prove to the Company that alternative fuel, usable by the
customer’s facility, is readily available, in both advantageous price and adequate quantity, to
completely or materially displace the gas service that would otherwise be facilitated by this tariff. The
customer shall submit the appropriate information by affidavit on a form on file with the Commission
and provided by the Company. The Company may require additional information to evaluate the merit
of the flex request. : :

Pursuant to this Section, the Compariy may flex the otherwise applicable transportation rate to allow
the delivered cost of gas to approximate the customer’s total cost, including handling and storage

The Company will not flex for volumes which,

charges, of available alternative fuel. The minimum flexed rate shall be the non-commodity
component of the custormner’s otherwise applicable rate.

operable alternative fuel fired capability of the customer’s facilities, or (2) the energy equivalent of the
quantity of alternative fuel available to the customer, whichever is less. The Company reserves the
right to confirm, to its satisfaction, the customer’s alternative fuel capability and the reasonableness of
the represented price and quantity of available alternative fuel.

if delivered, would exceed either (1) the current

ISSUED: June 23, 1999

ISSUED BY: William J. Senter

EFFECTIVE: July 24, 1999

Vice President ~ Rates & Regulatory Affairs

m

SETTLEMENT TARIFF

FOR ENTIRE SERVICE AREA
P.S.C.NO. 20
Second Revised Sheet No. 37
Cancelling
First Revised Sheet Na. 37

WESTERN KENTUCKY AN COMPANY

9.

Ceneral Transporiation Service i Cormme "

Raote 1.1 7~ 7T e e

Alternative Fuel Responsive Flex P'rovision

-

Netsithstanding any nther provision of this fariff, the Company: may, perindically, flex the otherwrse] (1)
applicable 1etibutnn Charge on 4 cnstomer ecitic basis il a customer presents sullicien reliable
amd persoasn e inbonmatseon satesfactonds prove 1 the Company that alicinative fuel, weable by the
costomer's By, snoseahly madable) i poth advantageous prve and adequate quantity, 1o
completely or materially displace the gas service that would otherwise be facilitated by this 1arifl, The
customer shall suhmit the appropriate information hy affidavit on n form on file with the Commission
and provided by the Company. The Company may require additional information 10 evahuate the merit
af the Nex request, .

Pursuant 1o this Section, the Company may flex the otherwise applicable Iransportation rate to allow
the delivered cost of gas o approximate the customer’s total cost, tncluding handling and storage

charges. of available aliernative fucl, The minimum flexed rate shall be the . non-commodity
component of the customer’s otherwise applicable rate.

v
. 4

The Company will not flex for volumes which, if delivered, would exceed either ( _v.__.a current
operable alternative fuel fired capability of the customer’s facilities, or (2) the energy cquivalent of the
quantity of alternative fucl available to the customer, whichever is less. The no_..__s...v. reserves the
tight to confinm, to jts satisfaction, the custonier’s alternative fuel capability and the reasonableness of|
the represented price and quantity of available alternative fuel,

ISSUFD: June 23, 1999 EFFECTIVE: December 15, 1999

ISSUED BY: William J. Senter Vice President - Rates & Regulatory Affairs




PROUPUSED TARLPY

WESTERN KENTUCKY GAS COMPANY

FOR ENTIRE SERVICE AREA

P.S.C.NO.20
Fourth Revised Sheet No. 38
Cancelling
Third Revised Sheet No. 38

Reserved for Future Use

ISSUED: June 23, 1999

ISSUED BY: William J. Senter

EFFECTIVE: July 24, 1999

(D)

Vice President — Rates & Regulatory Affairs

SETTLEMENT TARIFF o

FOR ENTIRF. SERVICE AREA
rS.C.NO. 20
Fourth Revised Sheet No. 38
Cancelling
Third Revised Sheet No. 38

- WESTERN KENTUCKY GAS COMPANY

()

-

Reserved for Future Use

ISSUED:  June 23, 1999. EFFECTIVE: December 15,1999

ISSUED BY: William J. Senter Vice President ~ Rates & Regulatory Affairs




PROPOSED TARIFF ) . SETTLEMENT TARIFF : : :

FOR ENTIRE SERVICE AREA
P.S.C.NO. 20 G
Third Revised SHEET No. 40 . : FOR ENTIRE SERVICE AREA
Q:._nm:m..m - P.S.C. NO. 20
Second Revised SHEET No. 40 : Third Revised SHEET No. 40
: . ) Cancelling
WESTERN KENTUCKY GAS COMPANY Second Revised SHEET No. 40
Interraptible Carriage Service m WESTERN KENTUCKY GAS COMPANY
Rate T-3 m
Inferruptibie Carringe Service m
1. Applicable A Rate T-3 m
Entire service area of the Company to any customer for that portion of the customer’s interruptible 1. Applicable
requirements not included under one of the Company’s sales tariffs. ]
Entire scrviee aren of the C pany to any for that portion of the customer’s interruptible
2. Availability of Service : requirements not included under one of the Company’s sales tarifTs,
) Available to any with an expected d d of at least 9,000 Mcf per year, on an ‘|2 Availability of Service
individual service at the same premise, who has purchased its own supply of natural gas and . , K
require interruptible carriage service by the Company to customer’s facilities subject to suitable ”) >§__.=Zn to any customer with an  Expected demand of at _u.._ﬂ_ 9000 Mcf per year, on an
service being available from existing facilities individual service a1 the same premise, who has purchased its dwn supply of natural gas and
. require interruplible carringe servicd hy the Company 1o customer’s facilities subjeet 1o suitable
b) The Company may decline to initiate service to a customer under this tariff or to allow a customer service being avaitable from existing facilitics. :
receiving service under this tariff to elect any other service provided by the Company, if in the . R . . L,
Company’s sole judgment, the performance of such service would be contrary to good operating .- b) The .Q.::-.EQ may decline to initiate service to 4 customer under this tarifl or to #llow a customer
practice or would have a detrimental impact on other customers serviced by the Company. receiving service under this tarifT 1o elect any other service provided by the Company, if in the
Company’s sole judgment, the performance of such service would be contrary to good operating
3. Net Monthly Rate practice or would have a detrimental impact on other customers serviced by the Company.
5 y X y
In addition to any and all charges assessed by other parties, there will be applied: 3. NetMontht Rate . : :
a) Base Charge ) - $250.00 per delivery point ) In addition 1o any and all charges assesscd by other parties, there will %a applicd:
b) Transportation Administration Fee - 50.00 per customer per month [¢)] ") Dase Charge . ) - $22000 .8. & elivery point 0
¢) Distribution Charge for Interruptible Service b)  Teansportation Adminisiration Fee . 50.00 pe ..u_a_sna per monih m
C ) M €) Distribution Charpe for Interruptible Service
First 15,000 Mcf @ $0.5300 per Mcf | 0 , m
Over 15,000 Mecf @ 03301 per Mcf (R) Fira 15.000 Mef @ $0.5300 perkicr m
Over 15000 Aer @ 0.3591 perhler (i
d) Applicable Non-Commodity Components (Sheet No. 6) as calculated in the Company’s Gas Cost T
Adjustment (GCA) filing. 0) Applicable Non-Commtity Components (Sheet No. 6) as calewlated in the C ompany’s Cing ('nst
. Adjustment (GUA) fling. T
e) Electronic Flow Measurement (“EFM”) facilities charge, if applicable (Sheet No. 51). K -
) [lectronic Flow Measurement ("EFM®) facilities charge, if applicatile (Sheet No, $1).
. .
All gas consumed by the customer (Sales, transportation, and carriage; firm, high load factor, ' )
interruptible) will be considered for the purpose of determining whether the volume requirement ) All gns consimed hy the customer (Sales, transportation, and carringes.firm, high load factor,
of 15,000 Mcf has been achieved. interruptible) will he considered for the pnrpose of determining whether the volnme requirement
of 15.000 Mef has been nchicved.
ISSUED: June 23, 1999 EFFECTIVE: July 24, 1999 ISSUED: June 23, 1999 FFFECTIVF: December 15, 1999
ISSUED BY: William J. Senter Vice President ~ Rates & Regulatory Affairs ISSUED BY: William J, Senter Vice President - Rates & Regulatory Affnirs




PROPOSED TARIFF

WESTERN KENTUCKY GAS COMPANY

FOR ENTIRE SERVICE AREFA
P.S.C.NO.20
Third Revised SHEET No. 41
Cancelling
Second Revised SHEET No. 41

Interruptible Carriage Service

Rate T-3

4. Net Monthly Bill

tariff.)

5. Nominated Volume

nomination deadline of the respective inte

Definition: “Nominated Volume” or “Nomination”
the customer to be transported and delivered by the ompany. Such volume nominated by the
Customer shall include an allowance for the Company’s system Lost and Unaccounted gas percentage
as stated in the Company's current Transportation and Carriage tariff Sheet No. 6. The volumes
delivered by the Customer to the Company for redeli
cover the related system Lost and Unaccounted gas quantities,

The Net Monthly Bill shall be equal to the sum of the Base Charge, the Transportation Administration
Fee, and applicable Distribution Charge and Non-Commedity Component, and any applicable
Electronic Flow Measurement (“EFM”) facilities chargés (see Subsection 8 “Special Provisions” of this

Such nomination request shalf be made by the customer to the Company on a periodic basis prior to the
rstate transporter. Such nomination may be adjusted
prospectively from time to time during the billing period as may become necessary. However, the
Company retains the right to limit the number of nomination adjustments during the billing period.

very to the Customer's facilities will be reduced to

ISSUED: June 23, 1999

ISSUED BY: William J. Senter

EFFECTIVE: July 24, 1999

Vice President — Rates & Regulatory Affairs

M
m

SETTLEMENT TARIFF

FOR ENTIRE SERVICE AREA
) P.5.C. NO. 20
Third Revised SHEET No. 41
Cancelling
Second Revised SHEFET No. A1

WESTERN KENTUCKY (A8 COMPANY

K

Inferruptibde Carrlngie SeRdee 77T e e or
o . ] Rate 7.3 77 7T ’ (r
]
4. Net Manthly 130
AL

Thé Net Monthly 131 shall be equal to the sum ol the Mase Charpe, the Teansportation Administration
Fee, and applicable Disitnrtion Charge amd Non-Commudity Component, am any appleable
Plecttome How Measurement 1.4 MY faerlities charges (see Subnection 8 “Special Provisions™ of this
il ) ’

2:3_::_..._<=_.:=q

Definition: “Naminated Vohmie™ or “Nomination” - The level of daily volume inMef as requested by
the customer (o be transported and delivered by the Company.  Such vohune nominated by the
Castomer shall inelude an allownance for the Company’s system Lost and Unaceownted 28 pereentape
as stated in the Company™s current Transportation and Carriage tarHT Sheet No. 6. The volumes
delivered by the Cust 1o the Company for redelivery to the Customer’s facilities will be reduced to
cover the related system Lost and Unaceounted gas quantities.

Such nomination request shll be made hy the ¢ to the Company on a periodic basis prior to the
nomination dendline of the respective Interstate tronsporter.  Such nominnth may be adjusted
prospectively from time to time during the billing period as may become necessary, However, the
Company retains the right to limit the mimber of nomination adjustments during the billing period.

ISSUED: June 23, 1999

ISSUED BY: William 1. Senter

EFFECTIVE: December 15, 1999

Vice President - Rates & Regulatory AfTairs




PROPOSED TARIFF . FORENTIRE SERVICE'AREA

P.S.C.NO. 20 ]
Second Revised SHEET No. 41A
Cancelling
First Revised SHEET No. 41A

WESTERN KENTUCKY GAS COMPANY

Interruptible Carriage Service

Rate T-3

6. Imbalances

The Company will calculate, on a monthly basis, the customer’s Imbalance resulting from the
differences that occur between the volume that the customer had délivered into the Company’s
facilities and the volume the Company delivered to the customer’s facilities plus an allowance for
system Lost and Unaccounted gas quantities.

Imbalance = [ Mcf customer X (1 — L&U%) ] —Mecf company

Where:
. “Mcf costomes* are the total volumes that the customer had delivered to the Company’s
facilities.

2. “Mocf company ™ are the volumes the Company delivered into customer’s facilities, however,
the Company will adjust the Imbalance, if at the Company’s request, the
customer did not take deliveries of the volumes the customer had delivered
to the Company’s facilities.

3. “L&U%" is the system Lost and Unaccounted gas percentage as stated in the Company’s
current Transportation and Carriage tariff Sheet No. 6.

The Imbalance volumes will be resotved by use of the following procedure:

a) [f the Imbalance is negative and Imbalance volumes were approved by the Company, then the
customer-will be billed for the Imbalance volumes at a rate equal to 110% of the Company’s sales
rate (G-2). However, if the Imbalance volumes were not approved by the Company, then the
Imbalance vol shall be d d as an overrun and the Company may, at its sole discretion,
apply a penalty rate of up to $15.00 per Mcf. The Company has no obligation to provide gas
supply to a customer electing service under this tariff.

If the Imbalance is positive, then the Company will purchase the ImbalL vol in excess of
“parked” volumes from the customer at the rates described in the following “Cash out” method in
item (b).

ISSUED: June 23, 1999 EFFECTIVE: July 24, 1999

ISSUED BY: William J. Senter - . Vice President — Rates & Regulatory Affairs

™.

SETTLEMENT TARIFF

FOR ENTIRF. SERVICE AREA
P.5.C.NO. 20
R ' ’ Second Revised SHEET No. 41A
Cancelling

First Revised SHEET No. 41A
WESTERN KENTUCKY nwm COMPANY

Interrupillic Carrinpe Serviee a
Rate T-3

6.  Imbnlances

The Company will caleulate, on a monthly basis. the customer’s Imbalance resulting from the
diffcrences that oceur between the volume that the customer had delivered into the Company’s
facitities and 1he volume the Company delivered to the customer’s facilities plus an aHowAnce for
system Lost and Unaceotinted pas quantitics,

Imbalance = [ Mef cuseme X (1 = L&U%) ] - Mel compuns

Where: .

1. "Mef Custome ™ :? the total volumes that the customer had detivered to the Company's
fagilitics,

L]

2. "Ml Compsy * e the volumes the Company delivered into customer’s facilities, however,
the Company will adjust the mbal if at the Company's request, the
customer did not take deliverics of the valumes the customer had delivered
to the Company's facilitics.

3. "L&U%" Is the system Lost and Unace | gas percentage as stated in the Company’s
current Transportation and Carringe tarifT Sheet No. 6,

The Imbalance volumes will be resolved by use of the following procedure:

1) 1f the Imbalance is negative and Imbalance volumes were spproved by the Campany, then the
customer-will be bifled for the tmbatance volumes ot n rate equal to 110% of the Company's sales
rate {G-2). However, If the Imbalance volumes were nof approved by the Company, then the
Imbalance volumes shall be deemed as an overnim and the Company may, at its sole discretion,
apply a penalty rate of up 1o $15.00 per Mcl. The Company hos 1o obligation to provide gas

{ supply to n customer clecting service under this tarif,

N1

If the Imbalance Is positive, then the Company will purchase the Imbalance volumes in excess of

“parked” vol from the cust nt the rates described in the following “Cash out” method in
item (b). :
_..Amc_...zu hine 23, 1999 EFFECTIVE: December 15, 1999
ISSUED BY: William J. Senter Vice President - Rates & Regulatery Affairs



PROPOSED TARIFF

FOR ENTIRE SERVICE AREA
. P.S.C.NO.20
Second Revised SHEET No. 41B
Cancelling
First Revised SHEET No. 41B
WESTERN KENTUCKY GAS COMPANY
Interruptible Carriage Service m
Rate T-3
b) “Cash out” Method
Imbalance volumes Cash-out Price

'
First 5% of Mcf castomer
1

"Next 5% of Mcf Customer
¥
Over 10% of Mcf castomer

) Customer will be reimbursed for all

Not to exceed the Imbalance volumes

2 N .
The index price will equal the effective “Cash out” index price in effect for the transporting
pipeline or as filed with the Commission by the Company.

out volumes. However, the reimbursement will not exceed pipeline transportation commodity
charges the Company would have incurred to transport the “Cash Out” volumes.

d) In addition to other tariff penalty provisions, the customer shall be responsible for any penalty (s)

2
@ 100% of index Price

2
@ 90% of Index Price

2
@ 80% of Index Price

pipeline transportation commodity charges applying to cash

SETTLEMENT TARIFF

FOR ENTIRE SERYICE AREA
' PS.C. NO. 20
Second Revised SHEET No. 41D
Cancelling
First Revised SHEET No. 41B

WESTERN KENTUCKY GAS COMPANY

Tnferrupiible Carrlage Service
Rate T-3

b) “Cash out” Mcthod

Imbalance volumes
—IIAance yolumes
First 5% of Mef cestomer
] . 0
Next 5% of Mel Caserner

' .
Over 10% of Mcf Cesrmer

, Cash-out Price
@ 100% of Index _.18“
@ 90% of Index Price ,
@ 80% of Index Price

[ ] .
Not to d the Imba!, ]

J .
The index price will equal the effective “Cash out™ index price in effect for the transporting
pipeline w..:u filed with the Commission by the C

) Customer will be reimbursed for all pipcline transportation commodity chnrges applying to cash
out volumes. However, the reimbursement will not exceed pipeline transportation commuodity
charges the Company would have Incurred to transport the “Cash O™ volumes.

13

Laindt A4

d) In addition ta other farifT penalty provisions, the shall be responsible for any _.Bz.a:w ()

~

assessed by the pipeline (s) resulting from the customer’s fajlure to match volumes that the

assessed by the pipeline (s) resulting from the customer’s failu

re to match volumes that the

customer’s facilities.

customer had delivered to the Company's facilities with volumes the Company delivered into

) Customer may, by written agr

volumes, up to 10% of “MCF Compsny ©, on a monthly basis at .10/MCF per month. The parking
service will be provided on a “best efforts” basis by the Company. Parked volumes will be deemed
“first through the meter” delivered to the Customer in the month following delivery to the
Company on the Customer’s account.

with the Company, arrange to “park” positive imbalance

ISSUED: June 23, 1999

ISSUED BY: William J. Senter

EFFECTIVE: July 24, 1999

Vice President - Rates & Regulatory Affairs

customer had delivered to the Company’s facifities with volumes the Company delivered into
customer’s facilities.

€) Customer may, by written agreement with the Company, arrange to “park” positive imbalance
volumes, up to 10% of “MCF Compeny ™', 00 8 monthly basis at .10/MCF per month. The parking
service will be provided on a “best eforts™ basis by the Company. Parked vol will be d d
“first through the mecter” delivered to the Customer in the month following delivery A# the
Company on the Cust 's )

ISSUED: June 23, 1999 EFFECTIVE: December 15, 1999

Viee President - Rates & Regulntory AfTalrs

ISSUED BY: William J, Senter




; SETTLEMENT TARIFF

PROPOSED TARLFE FOR HW..MA%MN“SGH AREA FOR ENTIRE SERVICE AREA
- B | it
- . Fourth Revised SHEET No. 42 . . Fonrth m“ﬂ_ﬂ.ﬂ-mw_ﬂﬂ.—. No. 42
WESTERN KENTUCKY GAS COMPANY . ’ WESTERN KENTUCKY GaS COMPANY ’ m
Interruptible Carrlage Service Mm Inicrrupiihic Carriage Servies .. n
Rate T-3

Waic 73

7.  Curtailment

7. Curtailmen

8) The Company shall have the right at any time without liability to the customer to curtail or
to discontinue the delivery of gas entirely to the customer for any period of time when such
curtailment or discontinuance is necessary to protect the requirements of domestic and commercial
customers; to avoid an increased maximum daily demand in the Company’s gas purchases; to avoid
excessive peak load and demands upon the gas transmission or distribution system; to relieve
system capacity constraints; to comply with any restriction or curtailment of any governmental
agency having jurisdiction over the Company or its supplier or to comply with any restriction or
curtailment as may be imposed by the Company’s supplier; to protect and insure the operation of
the Company’s underground storage system; for any causes due to force majeure (which includes

a) The Company shall have the right at any time withowt liability to the customer to curtail or
to discontinue 1he delivery of gas entirely to the enstomer for any perind of time when such
curtailment or discontinnance is necessary tn protect the requircments of domestic and commercial
chistomers; to aveid an increased maximum daily demand in the Company's gas purchases: to avoid
excessive peak Inad and demands upan the gas transmissfon or distribution system: to relieve
system capacity constraints: to comply with any restriction or curtailment of ‘any governmental
agency having jurisdiction over the Company or its supplicr or to comply with any restriction or
curtnilment as may be § pased by the Company's supplier: to proteet and insure the aperation of
the Company's undergromnd storape system: for #ny causes due to foree majeure (which inchudes

acts of God; strikes, lockouts, civil commotion, riots, epidemics, tandslides, lightning, earthquakes, nets of God: strikes, lockouts, civil commntion, riols, epidemics, Inndstides, __n_.:_:_m. carthquakes,
‘ fires, storms, floods, etc.); and for any other necessary or expedient reason at the discretion of the fires, storms, floods, cte.): and for any other Necessary or expedicnt reason at the discretion of the
Company. Company. .
)

b) All curtailments or interruptions shall be in accordance with and subject to the Company’s : b) Al curtailments or interruptions. shall be in accordance with and subject to the Company’s
“Curtailment Order” as contained in Section 33 of its Rules and Regulations as filed with and “Curtailment Order™ ns contained in Scction 33 of its Rules and Regulations as filed with and
approved by the Public Service Commission. approved by the Public Service Commission,

8.  Special Provisions 8. Speeial Provisions

It will be the responsibility of the customer to pay all costs for additional facilities and/or equipment| 1t will be the responsibility of the customer 1o pay all costs for ndditional facilities and/or equipment

which will be required as a result of receiving service under this Interruptible Carriage Service Rate T- ’ which will-be required as 8 result of recelving service under this Interruptible Carriage Service Rate T-

3. Electronic flow measurement (“EFM™) equipment is required to be installed, maintained, and 3. Electronic flow measurement ("EFM™) cquipment is required to be installed, maintained, and

operated by the Company to obtain transportation service. The customer is responsible for providing | (T) operated by the Company to obinin transportation service. The customer is responsible for providing [ (1)

the electric and commumnications support services related to the EFM equipment. Customers required to the n_onmzn and communieations support services related to the EFM cquipment. Customers requireif to

install EFM may elect the optional monthly EFM facilities charge (Sheet No. S1). EFM equipment is Install EFM may elect the optional monthly EFM facilities charge (Sheet No. 51). EFM equipment is

not required for customers whose contractual requirements with the Company are less than 100 . :o_aqna_.:p& for s whose | requirements with the Company are fess than 100

Mcfiday; however, such customers may, at their option, elect to install EFM equipment under the same ) Me _.:_.5 ot sich $ may, at their oplion, elect to Instafl EFM equipment under the same

provisions set forth above, © w provisions sct forth above, )

- No gas delivered under this rate schedule and applicable contract shail be available for jesale to w:vélm No gas delivered under this rate schedule and applicable contract shall be available for resale lo anyone
other than an end-user for se as a motor vehicle fuel other than an end-user for use as a motor vehicle fuel,
. ISSUED:  Junc 23, 1999 FFEC 2 .
ISSUED: June 23, 1999 EFFECTIVE: July 24, 1999 " FFFECTIVE: December 15, 1999

) ISSUED BY: William J. Senter Vice President ~ Rates & Regulatory Afls irs
ISSUED BY: William J. Senter Vice President — Rates & Regulatory Affairs ¢ Uresident - Rates & Regulatory Affai




ERUPOUS HED

TARIFF . ;
FOR ENTIRE SERVICE AREA
PS.C.NO.20
Third Revised SHEET No. 43
Cancelling
Second Revised SHEET No. 43

WESTERN KENTUCKY GAS COMPANY

Interruptible Carriage Service

Rate T-3

9.

Terms and Conditions

a)

b)

)

d)

e)

Specific details relating to volume, delivery point and similar matters shall be covered by a separate
written contract or amendment with the customer.

The Company will not be obligated to deliver a total supply of gas to the customer in excess of the
customer’s maximum daily carriage volumes. The Company has no obligation under this tariff to
provide any sales gas to the customer.

It shall be the customer's responsibility to make all necessary arrang ts, including obtaining any

regulatory approval required, to deliver gas under this Interruptible Carriage Service Rate to the
facilities of the Company.

The Company reserves the right to refuse to accept gas that does not meet the Company’'s quality
specifications.

The Rules and Regulations and Orders of the Kentucky Public Service Commission and of the
Company and the Company’s General Terms and Conditions applicable to the Company’s Sales

Tariff Rates shall likewise apply to these Carriage Service Rates and all contracts and amendments
thereunder.

In the event the customer loses its gas supply, it may be allowed a reasonable time in which to
secure replacement volumes (up to the contract daily carriage quantity), subject to provisions of
Section 5 of this tariff,

A “reasonable time” will be, except when precluded by operational constraints, matched to the
make-up grace period by the respective interstate pipeline transporter.

ISSUED: June 23, 1999

ISSUED BY: William J. Senter

EFFECTIVE: July 24, 1999

Vice President — Rates & Regulatory Affairs

SETTLEMENT TARIFF

FOR ENTIRE SERVICE AREA
- P.5.C. NO. 20
Third Revised SHEET No. 43
Caneelling

Sceond Revised SHEET No. 43

WESTERN KENTUCKY GAS COMPANY

Interruptible Carringe Service

Rate T-3

9.

Terms and Conditions

a)

b

c)

d)

¢)

Specific details retating to volume, delivery point and similar matters shall be covered by a separate
wrillen contract or amendment with the custoiner,

The Company will not be ohligated to defiver a total supply of gas to the customer in excess of the

customer’s maximum daily earriage vol The Company has no obligation under this 1arifT to
provide any sales gas to the customer,
1t shall be the customer's responsibility to make all y R including obtaining any

, S 3
regulatory approval required, to deliver gns under this Interruptible Carringe Service Rate to the
facilities of the Campany.

The Company reserves the tight to refuse to aceept gas that does not meet the Company’s quality
specifications,
The Rules and Regulations and Orders of the Kentucky Public Service Commission mnd of the

pany and the Company®s General Terms and Conditions applicable to the Comy y's Sales

C
.TorifT Rates shall likewlise apply to these Carringe Service Rates and all contracts and amendments

thereunder.

In the event the customer lnses its gns supply, it may be allowed n reasonable time in which to

secure replacement volumes (up to the contract dnily carringe quantity), subject to provisions of
Scction 5 of this tarifT. '

A “reasonable time™ will be, except when precluded by operationn! constraints, matched to the
make-up grace period by the respective interstate pipeline transporter.

ISSUED: Junc 23, 1999

ISSUE.D BY: Willinm J. Senter

EFFECTIVF: December 15, 1999

"Vice President - Rates & Regulatory Affairs

M
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PKUPUDEL LARLE X : SETTLEMENT TARIFF
FOR ENTIRE SERVICE AREA
P.S.C.NO.20 FOR ENTIRE SERVICE AREA
Second Revised SHEET No. 44 P.S.C. NO. 20
Cancelling Second Revised SHEET No. 44
First Revised SHEET No. 44 . Cancelling
First Revised SHHEET No. 44
WESTERN KENTUCKY GAS COMPANY
WESTERN KENTUCKY GAS COMPANY
Interruptible Carriage Service m —
Rate T3 - " : Interruptible Carriage Service m
Rate T-3
8) The customer will be solely responsible to correct, any imbalances it has caused on the applicable .
pipeline’s system, . ) The customer will be solely responsible to correet, any imbal it has d on the applicabl
pipeline’s system. :
10. Late Payment Charge 2
10, Late Payment Charpe
A penalty may be assessed if a customer fails to a bill for services by the due date shown on the : . .
n:%ﬂﬂnﬂ«u E«_. The penalty may be assessed M“_ww once on any bill w“:. rendered services. Any A ...o::_.v.. .==.v. be asscssed if a eustomer fails (o pay a bill for services by the due date shown on the
payment received shall first be applied to the bill for service rendered. Additional penalty charges shall customer’s bill. The penalty may be assessed only once on any bill for rendercd services. Any
ot be assessed on unpaid penalty charges payment received shall first he applicd to the bill for service rendered. Additional penalty charges shall
. nel be assessed on unpaid penalty charges.
P .
ISSUED: June 23, 1999 EFFECTIVE: July 24, 1999 ISSUED: June 23, 1999 EFFECTIVE: December 15, 1999
ISSUED BY: William J. Senter Vice President — Rates & Regulatory Affairs ISSUED BY: William J. Senter Vice President — Rates & Regulatory Affairs




O —
FROUrVOLLD YTARKLELY ) :
FOR ENTIRE SERVICE AREA
P.S.C.NO.20
First Revised SHEET No. 45
Cancelling,
Original Sheet No. 45

WESTERN KENTUCKY GAS COMPANY

Interruptible Carriage Service

Rate T-3

11.  Alternative Fuel Responsive Flex Provistons

Notwithstanding any other provision of this tariff, the Company may, periodically, flex the applicable
Distribution Charge on a customer specific basis if, a customer presents sufficient relizble and
persuasive information to satisfactorily prove to the Company that altemative fuel, usable by the
customer’s facility, is readily available, in both advantageous price and adequate quantity, to
- completely or materially displace the gas service that would otherwise be facilitated by this tariff. The
customer shall submit the appropriate information by affidavit on a form on file with the Commission
and provided by the Company. The Company may require additional information to evaluate the merit
of the flex request.

the delivered cost of gas to approximate the customer’s total cost, including handling and storage
charges, of available alternative fuel. The minimum flexed rate shall be the non-commodity
component of the customer’s otherwise applicable rate.

‘ . Pursuant to this Section, the Company may flex the otherwise applicable transportation rate to aflow

The Company will not flex for volumes which, if delivered, would exceed either (1) the current
operable alternative fuel fired capability of the customer’s facilities, or (2) the energy equivalent of the
quantity of alternative fuel available to the customer, whichever is less. The Company reserves the
right to confirm, to its satisfaction, the customer’s alternative fuel capability and the reasonableness of]
the represented price and quantity of available alternative fuel.

ISSUED: June 23, 1999 EFFECTIVE: July 24, 1999

ISSUED BY: William J. Senter Vice President - Rates & Regulatory Affairs

(D

SETTLEMENT TARIFF -

FOR ENTIRE SERVICE, AREA
P.5.C. NO. 20
First Revised SHEET No, 45
Cancélling

Orlgingl Sheet No. 45

WESTERN KENTUCKY GAS COMPANY

Inicrrupiihic Carringe Service

Rate T-3

Alternative Fuel Respansive Fles Provisions

Netwithstanding any ether provision of this tarill, the Company may. periodically, Nex the applicahle
isiribmtion Charge_on 8 customer specific baels, if, a customer presents sufficient relinble and
peesuasive infonmation to satisfactorily prove to the Company that alternative fuel, usable by the
customer's facility, is readily available. in both- ndvamtageons price and adequate quantity, 1o
completely or materiafly displace the gas service that would othenwise be facilitated by this tarifl. The
customer shall submit the appropriate information by affidavit on a form on file with the Commission

#nd provided by the Company. The C pany may require additional information to evaluate the merit
of the Mex request.

Pursuant 1o this Section, the Coinpany may flex thé otherwise applicable transportation rate to allow

the delivered cost of gas 10 approximate the cuctomer's total cost, tncluding handling and storage

charges. of available alemative fuel, The minimum flexed rate shall be the non-conunodity
§ of the *s othenwisc applicable rate. .

The Company will not flex for volumes which, if delivered, would excecd cither (1) the current
operable nlicrnative fuel fired capability of the customer’s facilitles, or (2) the encrgy equivalent of the
quantity of alternative fuel available to the customer, whichever is fess. The Company reserves the
right to confirm, fo its satisfaction, the customer’s alternative fue capability and the reasonableness of]
the represented price and quantity of available alternative fuel.

ISSUED: Junc 23, 1999 EFFECTIVE: December 15, 1999

ISSUED BY: William J. Senter Vice President - Rotes & Regulntory Afairs
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LIL h-”- -
TARL FOR ENTIRE SERVICE AREA
P.S.C.NO.20
Second Revised SHEET No. 46
Cancelling .
First Revised SHEET No. 46

WESTERN KENTUCKY GAS COMPANY

Firm Carriage Service

Rate T-4

1

Applicable

Entire Service Area of the Company to any customer for that portion of the customer's firm
requirements not included under one of the Company's sales tariffs.

a) Available to any customer with an expected demand of at least 9,000 Mcf per year, on an individual
service at the same premise, who has purchased its own supply of natural gas and require firm
carriage service by the Company to customer’s facilities subject to suitable service being available
from existing facilities.

b) The Company may decline to initiate service to a customer under this tariff or to allow a customer

" receiving service under this tariff to elect any other service provided by the Company, if in the
Company’s sole judgment, the performance of such service would be contrary to good operating
practice or would have a detrimental impact on other customers serviced by the Company.

Net Monthly Rate

In addition to any and all charges assessed by other parties, there will be applied:
a) Base Charge - $250.00 per delivery point
b) Transportation Administration Fee - 50.00 per customer per month

c) Distribution Charge for Fimm Service
[

First 300 Mecf @ $1.2000 per Mcf
' .

Next 14,700 Mcf @ 0.6946 per Mecf

Over 15,000 Mecf @ 04299 per Mcf

d) Applicable Non-Commodity Components (Sheet No. 6) as calculated in the Company’s Gas Cost
Adjustment (GCA) filing.

e) Electronic Flow Measurement (“EFM") facilities charges, if applicable (Sheet No. 51).

1

All gas consumed by the customer (Sales, transportation, and carriage; firm, high load factor,
interruptible) will be considered for the purpose of determining whether the volume requirement of
15,000 Mcf has been achieved, L

ISSUED: June 23, 1999

ISSUED BY: William J. Senter

EFFECTIVE: July 24, 1999

Vice President — Rates & Regulatory Affairs
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SETTLEMENT TARIFF "

FOR EQTIRE SERVICE AREA
PS.C.NO.20
Second Revised SHEET No. 46
Cancelling
First Revised SHEET No. 46

'WESTERN KENTUCKY GAS COMPANY

Firm Carringe Service

Rale T-4

. d) Applicable Non-C

Applicable

Entire Scrvice Aren of the Company to any customer for that pottion of the customer's firm
requirements not included under onc of the Company's sales tari(Ts.

Avallability of Service

a) Available to any with an cxy 1 1 af at least 9,000 Mef per year, on an individual
scrvice at the same premise, who has purchased its awn supply of natural gas and require firm
carringe service by the Company to customer’s facilities suthject to suitable service being avaitable
from existing fcifitics.

b} The Company may deeline to initiate service 1o a customer under this tarifT or to altow a customer
recciving service under 1his 1ariff 1o clect any other service provided by the Company, if in the
Company's sole judgment, the performance of such service would be contrary to good operating
practice or would have a detrimental § pact on other s serviced by the Contpany.

Net Monthly Rate

In addition 10 any and alt charges asscssed by other parties, there will be applicd:

a) DBase Q.aqwn - $220.00 per delivery point

b) Transportation Administration Fee - 50.00 per customer per month

<) Distribution Charge for Finn Service
First 300 Mer @ $1.1900 per Mcf

]
-Next 14,200 Mef @ 0.6590 per Mcf
Over 15,000 Mef ‘@ 04300 per Mcf

dity Comy (Sheet No. 6) as caleulated in the Company's Gas Cost
Adjustment (GCA) filing. : .

©) Electronic Flow Measurement ("EFM") facilitics charges, it applicable (Shcet No. 51).

¥
Al gas consumed by the customer (Sales, transportation, ind carringe: firm, high lond factor,

intereuptible) will be considered for the purpose of determining whether the volume requirement of
15.000 Mef has been achicved.

ISSUED: June 23, 1999

ISSUED BY: William ). Senter

—_

. EFFECTIVE: December 15, 1999

Vice President - Rates & Regulatory AMairs
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FRUPUDBU YARLEY SETTLEMENT TARIF

FOR ENTIRE SERVICE AREA
P.S.C.NO.20 FOR ENTIRF, SERVICE AREA
First Revised SHEET No. 47 F.S.C.NO. 20
™ MM“Mn:_:n ’ . First Revised SHEET No. 47
Original SHEET No. 47 oo Cancelling
Origlaal SHEET No. 47
WESTERN KENTUCKY GAS COMPANY WESTERN KENTUCKY GAS COMPANY
Firm nhﬂ.nm“mn.iem m ) Firm Carriage Service m
: id : Hate T-4

4. Net Monthly Bill 4. Net Monthly Bl n

The Net Zcq_z__._w Bill mr.m ! .ﬂm o.n:n_mN the m__anoﬂ__m anm Q_Mwmo. M_ Ny ,_.S:muonwnm._ has_z_m.ﬁ.aﬁ..ms m The Net Monthly Bill shall be cqual to the sum of the Base Charge, the Transportation Administidtion

Mﬁm. and ”.wn _n_,mac_m Distri ..&.M___..Z:wmwo._ﬂ. osww.ﬁoﬂnﬂ_wcnw«ommn_m S evial Foiwmgmn of this N Fee, and applicable Distribution Charge and Non-Commodity Component, and any applicable | (1)

B_“M,_,vo:_n ow Measurement ( ) facilities charg P Electronic Flow Measwrement (*EFM™) facilitics charges (see subscction 8 “Special Provisions™ of this

: tarifT.)

5.

Nominated Volume 8., Nominnted Volume

- Comnaled Volume

Definition: “Nominated Volume" or ...Zo_”:m:m:o:: = The level of am__mw <ﬂ _E.=_n in Mcf as Rhwnﬂnn_””x Definition: “Nominated Volume™ or “Nomination” - The level of daily volume inMef as requested by

the customer to be transported and defivered by ::.w Company. Such volume nomiinated by the the customer 1o be trnsported amd delivered by the Company. Such volume nominated by the
. Customer .m__m__‘.ao_cno an allowance for the Oo:...vm:v. s system Lost m.Sa Unaccounted gas percentage Customer shall Include an allowance for the Company's system Lost and U 1 gos per "

’ as stated in the Company’s current Transportation and Carriage tariff Sheet No. 6. The volumes as stated in the Company’s currem Transportation and Carringe tarilT Sheet No. 6. The volumes

delivered by the Customer to the Company for :&a__<m.%.”.o the Customer’s facilities will be reduced to delivered by the Cust 1o the Company for redelivery to the Customer-s facilitics will be reduced ta

cover the related system Lost and Unaccounted gas quantities. P cover the related system Lost and Unaccounted gas quantities,

. Such nomination request shall be made by the customer to the Company on a periodic basis prior to the Such nomination request shall be nade by the customer 1o the Company on a periodic basis priot to Ihe
nomination déadline of the respective interstate transporter.  Such nomination may be adjusted somination deadline of the respective interstate transporter. ~ Such nomination may be adjusted
prospectively from time to time during the billing period as may become necessary. I9<n.<m_.. the prospettively from time to time during the billing period as may become necessary. However, the

. Company retains the right to limit the number of nomination adjustments during the billing period. Company reting the right to limit the ber of nomination adj nis during the billing periad.
ISSUED: June 23, 1999 EFFECTIVE: July 24, 1999 ISSUED: Junc 23, 1999 EFFECTIVE: December 15, 1999

ISSUED BY: William J. Senter Vice President - Rates & Regulatory Affairs ISSUED BV William J. Senter Vice Presitlent - Rates & Regutatory AMairs




FOR ENTIRE SERVICE AREA.

PROPOSED TARIFF
. P.S.C.NO. 20

First Revised SHEET No. 47A
Cancelling

Original SHEET No. 47A

WESTERN KENTUCKY GAS COMPANY

Firm Carriage Service

Rate T-4

6. Imbalances

facilities and the volume the Company delivered to the customer

Imbalance = [ Mef comomer X (1-L&U%) ] - Mef company

Where:
I “Mcf cosomer ™ are the total volumes that the customer had delivered to the Company’s
facifities,

2. “Mef company ™ are the volumes the Company delivered into customer’s facilities, however,
the Company will adjust the [mbalance, if at the Company’s request, the
customer did not take deliveries of the volumes the customer had delivered
to the Company’s facilities.

3. “L&U%" is the system Lost and Unaccounted gas percentage as stated in the

Company’s current Transportation and Carriage tariff Sheet No. 6.
The Imbalance volumes will be resolved by use of the following procedure:

a) Ifthe Imbalance is negative and Imbalance volumes were approved by the Company, then the

Company has no obligation to provide gas supply to a custorner electing service under this tariff.

item (b).

The Company will calculate, on a monthly basis, the customer’s Imbalance resulting from the
differences that occur between the volume that the customer had delivered into the Company’s

customer will be billed for the Imbalance volumes at a rate equal to 110% of the Company’s sales
rate (G-1). However, if the Imbalance volumes were not approved by the Company, then the
Imbalance volumes shall be deemed as an overrun and may be billed at $15.00 per Mcf. The

If the Imbalance is positive, then the Company will purchase the Imbalance volumes in excess of|
“parked” volumes from the customer at the rates described in the following “Cash out” method in

ISSUED: June 23, 1999 EFFECTIVE: luly 24, 1999

ISSUED BY: William J. Senter Vice President — Rates & Regulatory Affairs

SETTLEMENT TARIFF

FOR ENTIRE SERYICE AREA
P.S.C. NO. 20
. First Revised SHEET No. 47A
i Cancelling
Qriginal SHEET No. 47A

WESTERN KENTUCKY GAS COMPANY

Firm Carriage Service
Rate T-4

6. Imbalances

The Company will calevlate. on a monihly basie, the eustomer’s Imbalance resolting from the
differences that oceur between the volime that the customer had delivered into the Company's
facititics amd the volume the Company delivered o the customer's facilitics plus an allowance for
sysiem Lost and Unaccoumted gas quantities,

fmbalance = [ Mer Coomer X (1-L.&U%) | - Mel crnpany .

Where:
£, “Mef cummer®_are the total volumes that the customer had delivered to the Company's
fcilitics, '

2. "Mef compaey * . aite the volumes the Company delivered into customer’s facilties, however,
pany } A
- the Company will adjust the Tmbat » if a1 the Company's request! the
customer did not take deliverics of the volumes the castomer had delivered

to the Company’s facilitics.

is thh system Lost and U 1 gas per ge as stated in the
- Company’s current Transportation and Carriage tariff Sheet No. 6.
' .

3, "L&U%"

The Insbalance volumes will ke resolved by use of the following procedure:

a) Ifthe Imbalance Is negative and Imbalance volumes were dpproved by the Company, then the .
customer will be billed for the Imbalance volumes at a rate equal to §10% of the Company's sales
rate (G-1). However, if the Imbalance volumes ere not approved by the Company, then the
Imbalance volumes shall be dcemed as an overrun snd may be billed at $15.00 per Mel. The
Company has no obligation to provide gas supply to a customer clecting service under this tarifT,

1f the Imbalance is positive, then the Company will purchase the Imbatance volumes in excess of
“parked” vol from the cust at the rates described in the following "Cash out” method in
ftem (b). .

o

ISSUED: Jume 23, 1999 EFFECTIVE: December 15, 1999

ISSUED BY:  Willinm J. Senter Vice President - Rates & Regulatory AfTairs




SETTLEMENT TARIFF

PROPOSED TARIFF e o oy B AREA FOR ENTIRE SERVICE AREA
First Revised SHEET No. 47B : " First z”mmm _“m.m_w_. No. 478
. Cancelling ) . Cancelling
Original SHEET No. 47B T Original SHEET No. 473
WESTERN KENTUCKY GAS COMPANY < "WESTERN KENTUCKY GAS COMPANY
Firm nu:,_uw“ Service M Firm Carringe Service M
] Rate Rate T-4
b) “Cash out” Method [ b) "“Cash out™ Mecthod
~Bc.n_mbnm volumes Cash-out Price . Imbalance volumes Cash-out Price
First 5% of Mef canomer @ 100% of Index Price First 5% of Mef conrmer @ 100% of Index -inn_
. ] 1 ol
Next 5% of Mcf castomer @  90% of Index Price R an.. 5% of Mcl Codomer @ 90% of Index _innn
]
Over 10% of Mcf castomer @ 80% of Index Price O<a_.. 10% of Mcr Cortommer @ 80% of Index Price '

1

Not to exceed the Imbalance volumes .22 10 d the Imbal vol

2 .
The index price will equal the effective “Cash out” index price in effect for the transporting

* R t
. o " 3
The index price will equal the effective “Cash out” index price in effect for the transpértin
pipeline or as filed with the Commission by the Company. r 1 v P rérting .

pipeline or as filed with the Conunissi by the Company,

- . e )
Customer will be reimbursed for all pipetine .3:.45:!.9. commodity charges npplying to casli .
out volumes. However, the reimburseiment will not excecd pipeline transportation’ commodity
charges the Company would have Incurred to transport the “Cash Out” volumes. -

¢) Customer will be reimbursed for all pipeline transportation commodity charges applying to cash v )
out volumes. However, the reimbursement will not exceed pipeline transportation commodity
charges the Company would have incurred to transport the “Cash Out™ volumes.

d) In addition to other tariff penalty provisions, the customer shall be responsible for any penalty(s) d) In additlon 1o other tarifl penalty provisions, the cust shall be responsible for nny penalty(s)- .
assessed by the pipeline(s) resulting from the customer’s failure to match volumes that the nasessed by the pipeline(s) resulting from the customer’s failure to match volumes that the
customer had delivered to the Company’s facilities with volumes the Company delivered into customer had delivered to the Company's facilitles. with volumes the Company delivered into
customer’s facilities. customer’s facilitics. ) -

e) Customer may, by written agr with the Company, arrange to “park” positive imbalance ¢} Customer may, by writien agreement with the Company, armnge to “park™ positive imbalance
volumes, up to 10% of “MCF Company “, 0N & monthly basis at .10/MCF per month. The parking volumes, up to 10% of “MCF Cowpeny ', 00 & monthly basis at . 10/MCF per month. The parking
service will be provided on a “best efforts” basis by the Company. Parked volumes will be deemed scrvice will be provided on a “best efforts™ basis by the Company. Parked vol will be decined
“first through the meter” delivered to the Customer in the month following delivery to the “first through the meter” delivered 1o the Customer in the month following delivery to the
Company on the Customer’s account, . Company on the Customer’s .

ISSUED: June 23, 1999 EFFECTIVE: July 24, 1999 ISSUED:  Junc 23,1999 EFFECTIVE: December 15, 1999

4
M
ISSUED BY: William J. Senter Vice President — Rates & Regulatory Affairs ISSUED BY: ,<=="=¥,u. Senter Vice President - Rotes & Regulatory Afairs




PROPOSED TARIFF

FOR ENTIRE SERVICE AREA
P.8.C.NO. 20

First Revised SHEET No. 47C
Cancelling
Original SHEET No. 47C

WESTERN KENTUCKY GAS COMPANY

Firm Carriage Service

Rate T4

7.

Curtailment

All curtailments or interruptions shall be in accordance with and subject to the Company’s
“Curtailment Order” ag contained in Section 33 of its Rules and Regulations as filed with and approved
by the Public Service Commission and for any causes due to force majeure {which includes acts of
God; strikes, lockouts, civil commotion, riots, epidemics, landslides, lightning, earthquakes, fires,
storms, floods, ete.); and for any other necessary or expedient reason at the discretion of the Company.,

Special Provisions '

responsibility of the customer to pay all costs for additional facilities and/or equipment
e required as a result of receiving service under this Firm Carriage Service Rate T-4.
Electronic flow measurement (“EFM") equipment is required to be installed, maintained, and operated
by the Company to obtain transportation service. The customer is responsible for providing the electric

icati Customers required to install
EFM may efect the optional monthly EFM facilities charges (Sheet No. 51), EFM equipment is not
required for customers whose contractual requirements with the Company are less than 100 Mecf7day;
however, such customers may, at their option, elect to instal] EFM equipment under the same
provisions set forth above,

It will be the
which will b,

No gas delivered under this rate schedule and applicable contract shall be available for resale to anyone
other than an end-user for use as a motor vehicle fuel.

ISSUED: Jjune 23, 1999

ISSUED BY: William J. Senter

EFFECTIVE: July 24, 1999

Vice President - Rates & Regulatory Affairs

M

(D)

SETTLEMENT TARIFF

FOR ENTIRE SERVICE, AREA
P.S5.C.NO. 20
Flrst Revised SHEET No. 47C

Cancelling
Original SHEET No. 47C

WESTERN KENTUCKY GAS COMPANY

Firm Carriage Service m

Rafe T-4

7.

ISSUED: June 1, g

ISSUF.D BY:  William 1. Senter

Curtallment

“Curtailment Order” as contained in Section 33 of its Rules and Regulations as filed with and approved
by the Public Service Commission and for any causes due to foree majeure (which includes acts of
God; strikes, lockouts, civit comimation, riots, epidemics, Iandstides, lightning, a._:_s_._s_am. fires,
storms, Noods, etc.); and for any other tieeessary or expedient reason at the discretjon of the Company.

Speeial Provisions

1t will be the responsibility of the customer 1o ray all costs for additionat facifitics and/or cquipment
which will he required as a result of recciving service under this Firm Carriage Service Rate T4,
Electranic flow measurement (“EFM™) equipment js required to be instalied, maintaincd. and operated
by the Company to obtain trnsportation service. The customer is responsible for providing the clectric| (M)
and communications suppart scrvices related to the EFM equipment. Customers required {o install
EFM may elect the optional monthly EFM facilities charges (Sheet No. $1), EFM equipment is not
required for customers whoase contrachual requirements with the Company are less than 100 Meflday;
however, such customers may. at their option, elect (o fastall EFM cquipment under the same
provisions sct forth nhove,

D)

No gas delivered under this rate schedule and applicable contraet shall be available for resale to anyone
other than an end-user for nse as a motar vehicle fiscl,

EFFECTIVE: December 15, 1999

Vice President - Rotes & Regulatory AfTairs




; ) SETTLEMENT TARIFF
PROPOSED TRARLFE . mwwn%wwmnwesg AREA FOR ENTIRE SERVICE AREA

P.5.C. NO. 20
First Revised SHEET No. 47D First Revised SHEET No. 47D
Cancelling Caneelling
Original SHEET No. 47D B Original SHEET No. 470
WESTERN K ..a.c.ﬁ_.:a..—'. Y GAS COMPANY
WESTERN KENTUCKY GAS COMPANY R e e - e e hmgmn .
T ey Firnt Carelage Senvice 1))
Firm Carriage Service (M Rate T-4
Rate T-4

9. Terms and Conditions .
- 9. Terms and Conditions b T , i . e

a) Specific details relating 10 volume, delivery point and similar matices shall be covered by a separate
8) Specific details relating to volume, delivery point and similar matters sha!l be covered by a separate written cintract or amendment with the customer,

written contract or amendment with the customer. B . !

h) The Company will not be whligated to defiver a total supply of gas 1o the customer in excess of the
b) The Company will not be obligated to deliver a total supply of gas to the customer in excess of the customer’s maximum daily earriage volumes. The Company has no obligation under this 1arifr to
customer’s maximum daily carriage volumes. The Company has no obligation under this tariff to]| .. - 1 provide any salcs gas (o the customer,
provide any sales gas to the customer. :

c) 1t shall be the customer’s respansibifity to make all necessary arrngements, including obtaining| (T)

c) It shall be the customer’s responsibility to make all necessary arrang ts, including obtaining| (T) any regulatory approval required, 1o deliver gas under this Finn Carrisge Service Rate to the
‘ any regulatory approval required, to deliver gas under this Firm Carriage Service Rate to the facilitics of the Company.,
faciliti the C . .
Retlities of the Company d) The Company reserves the right 1o refusg to accept gas thal doces not incet the Company’s quality
, d) The Company reserves the right to refuse to accept gas that does not meet the Company’s quality Ve speeifications. } :
specifications. . e) The Rules and Regulations and Oanl_o.. the Kentucky Public Service Commission and of the
- N . . - C and the C 's General Terms and Condhilons applicable to the Company’s Sales
€) The Rules and Regulations and Orders of the Kentucky Public Service Commission and of the . pany Lompany s
Company and the Company’s General Terms and Conditions applicable to the Company’s Sales “—_.__.n_u“.ﬂu”u shall likewlse apply to these Carriage Serviee Rates and all ts and
Tariff Rates shall likewise apply to these Carriage Service Rates and all contracts and amendments . ,
thereunder. ) In the event the customer loses jts gns supply, it may be allowed a reasonable time in which to
. . . f t 1 1] H 3 ) f
f) In the event the customer loses its gas supply, it may be allowed a reasonable time in which to Mnnwn.wuaﬁvaﬂ_n.ﬂ.””:m.c umes (up to the contract daily carringe quantity), subject to provisions o
secure replacement volumes (up to the contract daily carriage quantity), subject to provisions of

. . : !
Section 5 of this tariff. A “reasonable time™ will be, except when prectuded by operational constraints, matehed 1o the

. . make-up grace perlod by the respective interstate plpefine transporter.
A “reasonable time” will be, except when precluded by operational constraints, matched to the . P grace p 4 pe pip o :
make-up grace period by the respective interstate pipeline transporter.

8) The customer will be sofcly responsible (o correct, or cause to be correcled, any imbalances it has

. . d on the applicable pipcline's system.
8) The customer will be solely responsible to correct, or cause to be corrected, any imbalances it has

A
caused on the applicable pipeline’s system. B
ISSUED: June 23, 1999 EFFECTIVE: Dccember 15, 1999
ISSUED: June 23, 1999 EFFECTIVE: luly 24, 1999 . ) . ’
ISSUED BY:  William J, Senlef Vice President - Rates & Regulatory AfTairs
ISSUED BY: William J. Senter Vice President — Rates & Regulatory Affairs -




PROPOSED TARIFF

FOR ENTIRE SERVICE AREA
P.S.C.NO. 20
First Revised SHEET No. 48
Cancelllng
Original SHEET No. 48

“ WESTERN KENTUCKY GAS COMPANY

—

Firm Carriage Service

Rate T-4

10.

11.

Late Payment Charge

A penalty may be assessed if a customer fails to pay a bill for services by the due date shown on the
customer’s bill. The penalty may be assessed only once on any bill for rendered services, Any
payment received shall first be applied to the bill for service rendered. Additional penalty charges shall
not be assessed on unpaid penalty charges,

Alternative Fuel Responsive Flex Provision

Notwithstanding any other provision of this tariff, the Company may, periodically, flex the applicable
Distribution Charge on a custorner specific basis if, a customer presents sufficient reliable and
persuagive information to satisfactorily prove to the Company that alternative fuel, usable by the
customer's facility, is readily available, in both advantageous price and adequate quantity, to
completely or materially displace the gas service that would otherwise be facilitated by this tariff, The
customer shall submit the appropriate information by affidavit on a form on file with the Commission
and provided by the Company. The Company may require additional information to evaluate the merit
of the flex request.

Pursuant to this Section, the Company may flex the otherwise applicable transportation rate to allow the
delivered cost of gas to approximate the customer’s total cost, including handling and storage charges,
of available alternative fuel. The minimum flexed rate shall be the non-commodity component of the
customer’s otherwise applicable rate.

The Company wiil not flex for volumes which, if delivered, would exceed either (1) the current
operable alternative fue] fired capability of the customer’s facilities, or (2) the energy equivalent of the
quantity of altemative fuel available to the customer, whichever is less. The Company reserves the
right to confirm, to its satisfaction, the customer’s alternative fuel capability and the reasonableness of|
the represented price and quantity of available alternative fuel.

ISSUED: June 23, 1999

ISSUED BY: William J. Senter

EFFECTIVE: July 24, 1999

Vice President — Rates & Regulatory Affairs

M

SETTLEMENT TARIFF

FOR ENTIRE SERVICE AREA
P.S.C.NO. 20
First Revised SHEET No. 48
Caneclling
Original SHEET No. 48
WESTERN KENTUCKY GAS COMPANY .
) Firm Carriage Service M

Rate T-4

10.

Late Payment Charpe

A penalty may be assessed if a customer fails 1o pay a bill for services by the due date shown
on the customer’s bill, The penalty may be asscssed only once on any bill for rendered
services.  Any payment received shall first be applicd to the bill for service rendered.
Additional penalty charges shall not be nssessed on unpnid penalty charges.

Altcrnative Fuel Responsive Flex Provision

Notwithstanding any other pravision of this 1ariff, the Company may, periadically, flex the applicable|
Distribution Charge on n customer specific basis if, a customer presents suflicient relisble and{ (1)
preesuasive information o salisfactorily prove to the Company that altemative fuel, vsable by the
customer's facility, is readily available, in both advantageous prige and adequate quantity, to
completely or materially displace the 8as service that would otherwise be facilitated by Whis tarifl, The
customer shall submit the appropriate infarmation by sffidavit on a form on file with the Commission
and provided by the Company. The Company may requirc additional information to evaluate the merit
of the flex request.

Pursuant to this Section, the Company may flex the otherwise applicable transportation rate to aflow the
delivered cost of gas to approximale the customer's total cosl, including handling and storage charges,
of available alternntive fuel. The minimum flexed rate shall be the non-commedity component of the
customer’s otherwise applicable rate. E)
1 N
The Company will not flex for volumes which, if delivered, would exceed either (1) the cument
operable alternative fuef fired capability of the customer's facilities, or (2) the energy equivalent of the
quantity of alternative fucl available to the « whichever is less. The Company rescrves the
right to confirm, to its satisfaction, the *s alternative fuel capability and the reasonnbleness, .rq ’
the represented price and quantity of available alternntive fuel. 3

ISSUED: June 23, 1999

ISSUED BY: William J. Senter

EFFECTIVFE: December |5, 1999

Vice President - Rotes & Regulntory AfTairs




PRUPUOSED TARIFF

FOR ENTIRE SERVICE AREA

SETTLEMENT TARIFF

PS.C.NO. 70
First Revised Sheet No. 49
Cancelling P.S.C.NO. 20
Orginal Sheet No. 49 First Revised Sheet No. 49
\ Cancelling

WESTERN KENTUCKY GAS COMPANY

Alternate —wna.min Point Service

Orginal Sheet No. 49

WESTERN KENTUCKY GAS COMPANY

™)
RateT-5
Alternate Receipt Point Service
1. Applicable Rate T-5

Entire service area of the Company to any customer, subject to limitations noted below, L. Applicable

for that portion of the customer’s transportation (Rate T-2) or carriage service (Rate T-3 * Entire service area of the Company to any customer, subject to limitations noted below,

or Rate T-4) requirements, for that portion of the customer’s Rate T-2 transportation or carriage service (Rate T-3 or

Rate T-4) requirements.
2. Availability of Service 2. Avallability of Service
. . Av -

9 gt o sitons e ety oo witig g || g e st ey csomer e ot
Or carriage services, on an individual service at t ise, » ' . "
its own mmﬁv_v. of natural gas w_:a _.B:MM.M«_?QM wMﬂ.MﬁMHWM:W “om nunwnwm_ﬂn nwmm“w | its own supply of natura! gas and requests delivery to the Company at a receipt point
other than w_a Company’s interconnection with the pipeline, or supplier immediately m”._“m Mm___w__.o.m__m_ mm..::ﬂ__wh %MM:%«MWMM% “M “Mwwﬂ_“ u“ Mcnm_u._*__ﬂﬁuhm_%_w
upstream of customer’s premises. Y o 4 . : .

) o e it et gt i i st ey ) o i e e B COTAY gty
accessible via the Company’s existing pipeline system upstream of the delivery point . A i P . :
to the customer’s facilities, ) P accessible via a.a Oo.awu.uzw.m existing pipeline system upstream of the delivery point

c) The Company, in its sole judgment, shall determine the portions of its system to to the customer’s mmn___:nm.. ] \ hich b
which access may be granted to a specific Alternate Receipt Point. c) The Company shall determine the portions of its system to which access may be

d) Accessto o.m:.mm: m:m...:ma receipt points may be limited or restricted altogether by the grantedtoa mva.o_mo Alternate H.waon__wn Point. . . 1 her by th
Company, in its sole judgment. d) Access to certain alternate receipt points may be limited or restricted altogether by the

¢ ><mm_mc.m lity 3_, mMé WM is contingent _m_voﬂ_ ine Company's sole determination that such < e) MMH“‘M““._Q of service is contingent upon the Oo:i.»:«..a m&ﬂi:ﬁ?: that such
Service is available through existing facilities.

f) The Company may umnz—mw to mzm:%m service to a customer under this tariff, if in the service is available E_d_._m: ox.mmmmmﬁ mmom:mmnu. is tariff. ifin th
Company’s sl g, theperomaneof s st wodbeconry o g 7 Compone e el o e i o oo e s, i
operatin ctice or wi i ’ :

%m c § pra " Would have a detrimental impact on other customers serviced by operating practice or would have a detrimental impact on other customers serviced by
the Company. the Company.
3. Net Monthly Rate 3. Net Monthly Rat
, Y Rate
i . . - In addition to any and all charges assessed by other arties, and in addition to the charges
“MMMMMW_%OM::M”.:MM..%HWM%MH%M% A_MM.Q. mwd._om. mmn_” .:.H.mmn_:_oz 5. the n:E.mmm applicable to 0:.%2:9, numonmmﬂon with Enm_‘v.w»a ._..vN transportation or Rate T-4 Siummo
(Rate T-3 or Rate T-4 A th T transportal ton (Rate o v.c_‘ carriage mQ.Smn service requirements, the following supplemental administrative charge will be applied
- or Rate T-4) requirements, the following supplemental distribution charge will " during months in which volumes are recejved and transported from the Alternate Receipt

be applied to all volumes received and transported from the Alternate Receipt Point: Point: P

a) Distribution Cha . RN

) Tee @ $0.10 per Mcf ) Administrative Charge @ $50.00 per month

M)

ISSUED: June 23, 1999 EFFECTIVE: July 24, 1999

ISSUED: June 23, 1999 Hﬁm—wg" December 15, 1999

ISSUED BY: William J. Senter Vice President ~ Rates & Regulatory Affairs IESUED BY: William 1. Senter Vice President ~ Rates & Regulatory Affairs




PROPOSED TARIFF FOR ENTIRESERVICE ARBA SETTLEMENT TARIFF

PS.C'NO. 70
First Revised Sheet No. 50
Cancelling
Original Sheet No. 50 ’ : First Revised Sheet No. 50
Cancelling
WESTERN KENTUCKY GAS COMPANY . Original Sheet No. 50
Alternate Receipt Point Service ’ w) : WESTERN KENTUCKY GAS COMPANY
Rate T3 A . A
: Alternate Receipt Point Service ™)
4. Imbalances ' : Rate T-5
a) Volumes delivered by the Company under the Alternate Receipt Point service may be . : The administrative fee is waived if, during the month, the Alternate Receipt Point
subjected to imbalance restrictions additional to those specified in the transportation . represents the only point of receipt utilized by the customer.
(Rate T-2) or carriage (Rate T-3 or Rate T-4) tariffs.
b) Banking or Parking allowances for volumes delivered under the Alternate Receipt 4. Imbalances
Point service may be limited or restricted altogether, at the Company’s sole ) Volumes delivered by the Company under the Alternate Receipt Point service may be
judgment. subjected to imbalance restrictions additional to those specified in the transportation
ol (Rate T-2) or carriage (Rate T-3 or Rate T-4) tariffs.
5. Terms and Conditions b) Banking or Parking allowances for volumes delivered under the Alternate Receipt
Point servicé may be limited or restricted altogether, at the Company’s judgment.
a) Volumes under the Alternate Receipt Point service are received for redelivery by the
Company on a strictly interruptible basis. . . 5. Terms and Conditions :
b) The Company is not responsible for any costs incurred by the customer in its a) Volumes under the Alternate Receipt Point service are received for redelivery by the
arrangement for gas supply or capacity to the Alternate Receipt Point. Company on a strictly interruptible basis.
¢) Specific details relating to volume, receipt point(s) and similar matters shall be b) The Company is not responsible for any costs incurred by the customer in its
covered by a separate written contract or amendment with the customer. arrangement for gas supply or capacity to the Alternate Receipt Point.
d) Other than provisions referenced herein, or as more specifically set forth in the ¢) Specific details relating to volume, receipt point(s) and similar matters shall be
contract or amendment with the customer, all provisions of the customer’s covered by a separate written contract or amendment with the customer.
transportation (Rate T-2) or carriage (Rate T-3 or Rate T-4) tariffs shall apply. d) Other than provisions referenced herein, or as more specifically set forth in the

contract or mendment with the customer, all provisions of the customer’s
transportatiofi'(Rate T-2) or carriage (Rate T-3 or Rate T-4) tariffs shall apply.

) + ISSUED: June 23, 1999 EFFECTIVE: December 15, 1999
ISSUED: June 23, 1999 EFFECTIVE: July 24, 1999 .

ISSUED BY: William J. Senter Vice President — Rates & Regulatory Affairs
ISSUED BY: William J. Senter Vice President — Rates & Regulatory Affairs .




CoUErUDKU TARLFF

FOR ENTIRE SERVICE AREA

P.S.C.NO. 20
Second Revised SHEET No. 51
Cancelling
First Revised SHEET No. 51
WESTERN KENTUCKY GAS COMPANY
Special Charges
Service After Hours Regular
Meter Set* $35.00 $28.00 ™)
Tum-on* 25.00 20.00 NI
Read ] 14,00 12.00 ™
Reconnect Delinquent Service 40.00 34.00 N,D)
Seasonal Charge ) 73.00 65.00 o)
wnmomm_ Meter Reading Charge . N/A No Charge
Meter Test Charge N/A 20.00
Returned Check Charge N/A 23.00 m
Late Payment Charge (Rate G-1 only) 5% m)
Premises Charge for new residential service connections** )
- Requiring main extension 13.05 per mo.
- Not requiring main extension 11.25 per mo.
Optional Facilities Charge for Electronic Flow Measurement (“EFM”) equipment
- Class 1 EFM equipment (less than $7,500, including installation costs)  105.00 per mo.
- Class 2 EFM equipment (more than $7,500, including installation costs) 245.00 per mo. )
*  Waived for qualified low income applicants (“LIHEAP participants™) .
** Waived for qualified low income applicants (“LIHEAP participants™) and HUD-certified ™)
low income new housing

ISSUED: June 23, 1999 EFFECTIVE: July 24, 1999

ISSUED BY: William J. Senter Vice President - Rates & Regulatory Affairs

SETTLEMENT TARIFF

FOR ENTIRE SERVICE AREA

. ‘PS.C.NO. 20
Seeond Revised SHEET No. 81
Caneelling
First Revised SHEET No. 51
WESTERN KENTUCKY GAS COMPANY
Special Charges
Service Aler Hours Regular
Meter St $35.00 $28.00 (N)
Tumn-on*® ! 25.00 20.00 NI
Read 14.00 12.00 ™)
Reconneet Delinquent Service 4000 - 34.00 (N.1;
Scasonal Charge 73.00 65.00 m)
Special Meter Reading Charge INIA No Charge
Mcter Test Charge ‘NIA w 20.00
Retumed Check Charge N/A w 23.00 m
L}

Late Payment Charge (Rate G-1 only) 5% ™)
Optional Facilitics Charge for Electronic Flow Measurement ("EFM™) equipment

- Class | EFM equipmenl (lcss than $7,500, including installation costs)  105.00 per mo,

« Class 2 EFFM cquipment (more than $7.500, including installation costs) 245.00 per mo. N)

Waived for qualificd low income applicants (“LINEAP participamis™)

ISSUED: Junc 2), 1999

ISSUED BY: William J. Senter

EFFECTIVE: December 15, 1999

Vice President - Rates & Regulatory AfTairs




PROPOSED TARIFF FOR ENTIRE SERVICE AREA

PS.C.NO. 20
First Revised SHEET No. 62
Cancelling
Original SHEET No. 62

WESTERN KENTUCKY GAS COMPANY

Rules and Regulations
4. Billings
- a) The following is an example of the monthly bills sent to the Company's residential
customers: '
- WESTEAmCY aas  [CUSTOMEACIRY)
gan«:ﬂmm&auﬁw MAKE CHECK PAYABLE TO WESTERN KENTUCKY GAS
1
. 1.
rosoxins
oyt — FIO 1131 o 4200 31 4
Caams PP m—— 1 10
‘ CURRSNT AMOUNT 2AST OUE APTZA 312319 PLEASE AETYRN N8 PORNON m“uvﬂ»hh.“wtg* u”.m‘w
PRIGA AT TOTAL SCGNT | ppmay; On REVERSE 9108 ST QTR Cusag 2.28
- - EM.S = e . i wﬂm. mum 7
331 005 95333 4 R eiocdis oh
$39vICE SnasGE .9
I3 Q TusThiEa PREANSES CranGT 2.23
5 ERFE-PEY P SURRERT, PAST OUR AFTEA S13397 9
SD22ET, Ky 23433-8009 PRUOR AMOUNT TOTAL AuCUNT
PAST QU2 ot
a.ce $3.%% 8
_.uuu,uuu.-.,..‘uuunnuuu-n.u.u..uu.uu...:.»~wmuuuouuuau 255 1O0NDOOINCWKS  SASS
1. Class of Service (Please see Sheet 7.
2. Presentand last preceding meter reading.
3. Date of present reading, ;
4. Number of units consumed.
5. Meter constant if any — not applicable to Residential service.
6.  Net amount for service rendered.
7. Any adjustments.
8. Gross amount of bill — not applicable to Residential service.
9. Date after whicha penalty may apply.
- 10.  Indicates an estimated or calculated bill.
‘ NOTE: LARGE VOLUME COMMERCIAL AND INDUSTRIAL BILLING WILL
DISPLAY THE ABOVE INF ORMATION, BUT MAY BE PRESENTED IN A
DIFFERENT FORMAT. ’

ISSUED: June 23, 1999 EFFECTIVE: July 24, 1999

Hmmcm.c BY: William J. Senter Vice President — Rates & Regulatory Affairs
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SETTLEMENT TARIFF

FOR ENTIRE SERYVICE AREA
. ' P.5.C. NO. 20

Flrst Revised SHEET No. 62
Cancelling
e Original SHEET No. 62
WESTERN KENTUCKY GAS COM PANY
Rules and Regulations )
)
4
8)  The followving is an example of the monthly bills sent to the Company’s residential customers:

byt By A € S

) a Oweet wytowmes Sevveg ey in

- . WESTERY KT GAS 14009520331 (TOLL FALE)

n 1 ©F atys ¢rq v o ENENGENCT TELEPRONE 11004818030 (TOLL FREE)
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SEANCE A 3¢ 12) tourth Strees, Owsnsbers,

B TEAREILHg B
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o o~ o N\ 0
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_s gl " IpREvious satance 0g.00
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e vt e men, 20 henn dty £ arn 3 oot CUSTOMER CHARGE 000
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ISSUED: Junc 23, 1999

ISSUED BY: - William J. Senter

EFFECTIVE: December 15, 1999

Vice President - Rates & Regulatery Alfuirs
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FOR ENTIRE SERVICE AREA

P.S.C.NO. 20

First Revised SHEET No. 65

Cancelling
Original Sheet No. 65

WESTERN KENTUCKY GAS COMPANY

Rules and Regulations

e) The Company will issue to every customer from whom a deposit is collected a receipt of
‘deposit. The receipt will show the name of the customer, location of the service or
customer, account number, date, and amount of deposit. If the deposit amount changes, the

Company will issue a new receipt of deposit to the customer.

f) Except for Winter Hardship Reconnections (as v&i%m by Section 12 of these Rules and
Regulations) customer service may be refused or discontinued if payment of requested

deposit is not made.

g) Interest will accrue on all deposits at a rate prescribed by law, beginning on the date of
deposit. Interest accrued will be refunded to the customer or credited to the customer’s bill
on z2n annual basis, except that the Company will not be required to refund or credit interest
on deposits if the customer’s bill is delinquent on the anniversary of the deposit date. If
interest is paid or credited to the customer's bill prior to twelve (12) months from the date
of deposits, the payment or credit shall be on a prorated basis. Upon termination of
service, the deposit, any principal amounts, and interest eared and owing will be credited

to the final bill with any remainder refunded to the customer.

When a deposit is required from a customer it will be held for twelve (12) months, or until
service is discontinued, unless one of the following has occurred: (a) service has been
terminated for non-payment of services or (b) the customer has been late on two 2) or

more payments in the last twelve (12) months.

Special Charges

The Company may make special nonrecurring charges, approved by the Commission, to
recover customer-specific costs incurred to benefit specific customers. Listed below are the
special charges included in the Company’s tariff and a short description of the related service
performed or action taken by the Company. See the Special Charges, Sheet No. 51 for the

amount of the charge.

a) Meter Set. A meter set charge may be assessed for a new service or re-set, or temporary

service.

b) TumOn. A tumon charge may be assessed for connecting service which has been
terminated or idle at a given premises for reasons other than nonpayment of bills or
violation of the Company or Commission regulations.

ISSUED: June 23, 1999

ISSUED BY: William J. Senter

EFFECTIVE: July 24,1999

Vice President — Rates & Regulatory Affairs
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SETTLEMENT TARI

FOR ENTIRE SERVICE AREA
P.8.C.NO. 20
First Revised SHEET No. 65
Cancelling

Original Sheet No. 68

WESTERN KENTUCKY GAS COMPANY

—__ Rudes and Regulnilons

[
LT

) Except for Winter Hardsh
Regulations) customer se
deposit is not made,

on an annual basis, except

af deposits, the payment

more payments in the last

6. Speeinl Charges

petfonned of action taken by
amount of the charge.

a}  Meter Set. A meter set ch
service.

by Tum On. A s on charg

vinlation of the Company

L.

€) The Company \vill issue to every customer from whom a deposit s collected a receipt of
deposit.  The w_,wna:: will show the name of the customer, location of the service or
cuslomer, accouht number, date, and amount of deposit. If the deposit amount changes, the
Company will issue a new receipt of deposit to the customer.
i

8) Increst will accrue on all deposits ot a mte prescribed by lnw, beginning on the date of
deposit. Interest necrucd will be refunded4o the customer or credited to the customer’s bill

on deposits if the customers hill is delingiient on the anniversary of the deposit date. I
interest is paid or credited to the customer’s bill prior to twelve (12) months from the date

service, the deposit, any principal amounts, and tntcrest eamed and owing will be credited
to the final bill with any remainder R:.:.__oa,. 1o the customer,

When a deposit is required from n customer it will be held for twelve (12) months, or until
service is discontinued, unless ane of the. following has occurred: (a) service has been
terminated for non-payment of scrvices or (b) the customer has been late on two (2) or

The Company may nke special nencecurring charges, approved by the Commission. to
fecoter cistomer-specific costs incurred to: henelit specific customers. Listed below are the
specsal charges inchuded in the Company’s 1ril and o shon description of the related serviee

wominated or idle at a given premises for reasons other than nonpayment of hills or

ip Reconnections (as provided by Scction 12 of these Rules and
rvice may be refused or discontinued if payment of requested
that the Compatly will not be required to refund or credit intcrest

or credit' sholl be on a prorted basis, Upon termination of

-3

twelve (12) months,

the Company. Sce the Special Charges, Sheet No. 51 for the
arge may be nssessed for a new service or re-set, ar femporary N)

e may be assessed for eonnecting serviee which has heen tn

or Commission regulations.

ISSUED: Junc 23, 1999

ISSUED BY: William J. Scnier

EFFECTIVE: December 15, 1999

Vice President - Rates & Regulatory AfTairs
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rrUrVO LY TAKLEE ’ ’ .

FOR ENTIRE SERVICE AREA
. P.S.C.NO.20
First Revised SHEET No. 66
Cancelling
Original SHEET No. 66

WESTERN KENTUCKY GAS COMPANY

Rules and Regulations

<)

d)

€)

h)

Read. A read charge may be assessed for the establishment of new service where only a ™)
meter read is required. :

Reconnect Delinquent Service. A reconnect delinquent service charge may be assessed to m
reconnect a service which has been terminated for nonpayment of bills or violation of the
Comipany or Commission regulations. Customers qualifying for service reconnection under
Section 12 of these Rules and Regulations shall be exempt from reconnect charges.

Seasonal Charge. A seasonal charge E.w< be assessed when the customer’s service has been ™)
disconnected at his request and at any time subsequently within (12) months is reconnected
at the same or any other premises.

After Hours Charge. An additional charge shall be epplied to any special service activity, | ™)
including reconnects for delinquent service, initiated at the customer’s request outside
normal business hours such as at night, on weekends or holidays. The Company shall
advise the customer of the applicable after hours charge upon initiation of the service
request and offer the customer the alternative to perform the requested activity during
normal business hours, including reconnects for delinquent service, as a means to avoid the
after hours charge.

Special Meter Reading Charge. This charge may be assessed when a customer requests that
a meter be reread and the second reading shows that the original reading was correct. No
charge shall be assessed if the original reading was incorrect. This charge may also be
assessed when a customer who reads his own meter fails to read the meter for three 3)
consecutive months, and it is necessary for a Company representative to make a trip to read
the meter.

(No such charge may be assessed until the amount of the charge is approved or otherwise
accepted by the Commission).

Meter Resetting Charge. A charge may be assessed for resetting a meter if the meter has
been removed at the customer’s request.

Meter Test Charge. This charge may be assessed if a customer requests the meter be tested
pursuant to Section 13 and 807 KAR 5:006, section 18, and the tests show the meter is not
more than two (2) percent fast. No charge shall be made if the test shows the meter is more
than two (2) percent fast.

ISSUED: June 23, 1999

ISSUED BY: William J. Senter

EFFECTIVE: July 24, 1999

Vice President — Rates & Regulatory Affairs

SETTLEMENT TARIFF

FOR ENTIRE SERVICE AREA
' ' P.S.C.NO. 20
First Revised SIEET No. 66
Cancelling
Origlnal SHEET No. 66

WESTERN KENTUCKY GAS COMPANY

Ruicx nnd iicpuiations

c) Read. A read charge imny Tie nssessed Tor the establishment of new service where anfy a | (1
micter read is required,

d) Reconneet Delinquent Service. A reconncct delinguent service charge may be assessed to &
reconneet a service which has heen terminated for nonpayment of bills or violation of the
Company or Commission regulations, Customers qualifying for service reconnection under
Section 12 of these Rules and Regulations shall be exempt from reconnect charges.

¢) Seasonal Charge. A scasonal charge may be nssessed when the customer’s service has been ¢
disconnected at his request and at any time subsequently within (12) months is reconnected
at the same or any ather premiscs,

) Afer Hours Charge.  An additional charge shall be applicd 10 any specinl service activity, |
including reconncels for delinquent service, initinted ot the customer's request outside
normal business hours such as at night, on weckends or holidnys. The Company shall
advise the customer of the applicable afler hours charge upon initiation of the service
request and offer the customer the alternative to perform the requested activity during
normal business hours, including reconnects for delinquent service, as a means to avoid the
afler hours charge.

8) Special Meter Reading Charge. This charge may be assessed when a customer requests that
a meter be reread and the sccond reading shows tht the original reading was correct. No
charge shall be asscssed if the original reading was incorrect. This charge may also be
assessed when a customer who reads his own meter fails fo read the meter for three (3)
consecutive months, and it is necessary for a Company representative to mnke a trip t¢ rend
the meter,

(No such charge may be assessed until the amount of the charge is approved or otherwise
accepted by the Commission). 1

h) Meter Resetling Charge. A charge may be assessed for resetting a meter if the meter has
been removed at the customer’s request.

i) Meter Test Charge. This charge may be assessed if a customer Hacauw.sa meter be tested
pursuant to Section 13 and 807 KAR 5:006, scction 18, and the tests show the meter i3 not

more than two (2) percent fast. No charge shall be made if the test shows the meter is more
than two (2) percent fast.

ISSUED: Junc 23, 1999

ISSUED BY: William J. Senter

EFFECTIVE: Dccember 15, 1999

Vice vau_ﬁnn_ ~ Rates & Regulatory AfTairs
N
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PROPOSED TARIFF FOR ENTIRE SERVICE AREA SETTLEMENT - TARIFF
. PSC.NO.20 FOR ENTIRE SERYICE AREA
First Revised SHEET No. 67 . : . PS.C.NG.20
Cancelling ' First Revised SHEET No. 67
Original SHEET No. 67 : Cancelling

‘Original SHEET No. 67
WESTERN KENTUCKY GAS COMPANY WESTERN KENTUCKY GAS COMPANY :

Rules and Regulations

: . —_ Ruics and Hegulatlons

j) Retumed Check Charge. A retumned check charge may be assessed if a check accepted for

payment of a Company bill is niot honored by the customer’s financial institution. §) Returncd Check Charge. A returned check charge may be assessed if a éheck accepted for

payment of a Company bill is not honored by the customer’s financial institution.

k) Late m.&::ma Charge. A late payment charge may be assessed if a customer fails to pay a

bill for services by the due date shown on the customer’s bill. The penalty may be assessed k) ".m“nnvuw ment n.“__“uaw_a. m> _“n._.a _.aw“ ment n_:_*“nn may be 3ﬂa_m_u& if a customer fails to pay a
. . . . . or services by the due date shown on the customer's bill. The penalty may be assessed
. . M“wwmﬂwu”mw«n thdwmo““amwﬂ%wﬂwmm. WM_W cw_w.m_ﬂn“ Mmﬂﬂmw NM__MMMMM% M“ v“”&uwm only ence on any bill for rendered services. Any payment received will first be applied to
. L .the, bil servie . penaity charg P the bill for services rendered. Additional penalty charges will not be assessed on unpaid
T ) .mo:w_Q ma.,wnm.wm. penalty charges,
1) Premises Charge. A charge to recover Excess Investment associated with new residential ™) 7. Customer Complaints to the Compan
‘ service connections, along with carrying costs and related taxes. The following terms and X :

s conditions are applicable to the charge: Upon complaint to the Company by o customer at the Company’s office, by telephone, ot in

writing, the Company will make a prompt and complete investigation and advise the
complainant of its findings. If a writlen complaint or a complaint made in person at the
Company’s officc is not resolved, the Company will provide written notice to the complainant
of his right to file a complaint with the Commission, and will provide him with the address and
telephone number of the Commission. I a telephone complaint is not resolved, the Company
will provide at least oral notice to the complainant of his right to file a complnint with the
Commission and the address and telephone number of the Commission.

- 1)  Separate charges shall be computed and applied for those service connections
requiring main extension and for those connections not requiring main extension.

2) The charges are applicable to all new residential service connections, commencing
with connections made on and after January 1, 2001.

3)  The charge shall be payable for 180 months and is applicable to the service address,
regardless of changes in ownership, commencing with the first occupant of the 8.

Bill Adjustments
address following service connection.

. 8) If upon _..n_.mo.&n test, request test, or complaint test, n micter in service is found to be more

4)  Premises Charges shall not be applicable to HUD-certified low-income new housing . than two (2) pereent fast, ndditionnl tests shall be made to determine the avernge crror of the
" or to LIHEAP-qualified customers at any service address. . meter. The test will be made in accordance with Commission regulations applicable to the
type of meter involved. i

5) The Company shall update the amounts of the charges annually and, upon
Commission approval, apply such new charges prospectively for new residential
service connections in the ensuing year, If the amount of increase or decrease to the :
Premises Charge is less than 10%, the Company may waive implementation of such
increase or decrease and charge the existing Premises Charge for new connections in

. the ensuing year.

6) The Company shail file a report with the Commission annually, not later than 120
days after the close of the Company’s fiscal year, listing the number and type of
Premises Charges levied during the fiscal year and the financial accounting entries for

: the disposition of revenues, cost recovery, and taxes.

ISSUED: June 23, 1999 EFFECTIVE: July 24, 1999

s

EFFECTIVE: Decembe; 15, 1999

ISSUED BY: William J. Senter Vice President — Rates & Regulatory Affairs ISSUED BY: William J. Senter Vice President - Rates & Regulatory Affairs




FOR ENTIRE SERVICE AREA
. PS.C.NO.20
Original SHEET No. 67A

WESTERN KENTUCKY GAS COMPANY

Rules and Regulations

€N

7. OE.:oEn.. Complaints to the Company

.. L. - RN S
Upon complaint to the Company by a customer at the Compaity’s office, by telephone, or in
writing, the ‘Company will make a prompt and complete investigation and advise the
complainant of its findings. If a written complaint or a complaint made in person at the
Company’s office is not resolved, the Company will provide written notice to the complainant
of his right to file a complaint with the Commission, and will provide him with the address and
telephone number of the Commission. If a telephone complaint is not resolved, the Company
will provide at least oral notice to the complainant of his right to file a complaint with the
- Commission and the address and telephone number of the Commission.

Bill Adjustments

a) If upon periodic test, request test, or complaint test, a meter in service is found to be more v
than two (2) percent fast, additional tests shall be made to determine the average error of .. .
the meter. The test will be made in accordance with Commission regulations applicable to Settlement eliminated this

the type of meter involved. proposed page.

ISSUED: June 23, 1999 EFFECTIVE: July 24, 1999

'ISSUED BY: William J. Senter Vice President — Rates & Regulatory Affairs
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SETTLEMENT TARIFF

- PROPOS ED

TARLFF . i
FOR ENTIRE SERVICE AREA
P.S.C.NO.20
First Revised SHEET No. 78
Cancelling
Original SHEET No. 78

WESTERN KENTUCKY GAS COMPANY

Rules and Regulations

19.

20.

€) The customer’s piping extending from the outlet of the meter shall be installed and
maintained by the customer at his expense.

f)  The customer shall notify the Company promptly of any leaks in the transmission line or
equipment, also, of any hazards or damages to same.

8)  Customers may be required to send in monthly meter readings to the Company on suitable
forms provided by the Company.

Owners Consent

In case the customer is not the owner of the premises where service is to be provided, it will be
the customer’s responsibility to obtain from the property owner or owners the necessary consent
to install and maintain in or on said premises all such piping and other equipment as are
required or necessary for supplying gas service to the customer whether the piping and
equipment be the property of the customer or the Company.

The Company will not require a prospective customer to obtain easements or rights-of-way on
property not owned by the prospective customer as a condition for providing service. The cost
of obtaining easements or rights-of-way will be included in the total per foot cost of an
extension, and will be apportioned according to Section 28 in these Rules and Regulations.

Customer’s Equipment and Installation

a)  The customer shall furnish, install and maintain at his expense the necessary customer's
service line extending from the Company’s service connection at the curb or property line
to the building or place of utilization of the gas. )

b) The installation of the customer’s service line shall be made in accordance with the
requirement of the constituted authorities and the Company’s specifications covering
locations, installation, kind and size of pipe, type of pipe coating or wrapping, and method
of connecting the joints of pipe. The location shall be the point of easiest access to the
Company from its facilities and the Company shall be consulted and its approval obtained
before the installation is made.

<n

ISSUED: June 23, 1999

ISSUED BY: William J. Senter

EFFECTIVE: July 24, 1999

Vice President — Rates & Regulatory Affairs

FOR ENTIRE SERVICE AREA
P.S.C.NO.20
First Revised SHEET No. 78
Cancelling
Original SHEET No. 78

WESTERN KENTUCKY GAS COMPANY

ulcs and Weguintlons

19.

20.

¢) The customer’s piping cxtending from the outlet of the meter shall be installed and
maintained by the customer al his expense.

N The customer shall notify the Company promptly of any leaks in the transmission line or
equipment, also, of any hazards or damages to same.

g)  Customers may be required to send in monthly meter readings to the Company on suitable
forms provided by the Company. )
1 y

Owners Consent

1}

In case the customer Is riot the owner of the premises where service is to be provided, it will be
the customer’s responsibility to obtain from the properly owner or owners the necessary consent
to install and maintain in or on said premises all such piping and other equipment as are
required or nccessary for supplying pas scrvice to the customer whether the piping and
equipment be the property of the customer or the Company.

The Contpany will not require a prospective customer to oblain casements or rights-of-way on
property not owned by the prospective customer ns a condition lor providing service. The cost
of oblaining casements or rights-of-way will be included in the total per foot cost of an
extension, and will be apportioncd according to Scction 28 in these Rules and Regulations.

Customer's Fquiptient and Installation

n)  The customer shall furnish, install and maintain at his expense the necessary n:.n_::.r.i.w
service line extending from the Company's serviee eonncetion at the eurb or propenty ling
tir the buikhing or place of wtilization of the gas.

b)  The instaltation of the customer’s service line shall he made in accordance with the
tequirement of the constituted authorities and the Company’s specifications covering
locations, installation, kind and size of pipe, type of pipe coating or wrapping, and method
of connceting the joints of pipe. The location shall be the point of easicst aceess to the
Company from its facilities nnd the Company shall be consulied and its approval obtained
before the installation is made.

(.M

ISSUED: Junc 23, 1999

ISSUED BY: William J, Senter

EFFECTIVE: December 15, 1999

Vice President ~ Rates & znwc_n_oQ Aflairs
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27. Point of Delivery of Gas

The point of delivery of gas supplied by the Company shall be at the point where the gas passes
from the pipes of the Company’s service connection in to the customer’s service line or pipe or
at the outlet of the meter, whichever is nearest the delivery main of the Company.

28. Distribution Main Extensions

4)  The Company will extend an existing distribution main up to one hundred (100) feet for
each single customer provided the following criteria is met:

C.:8oxmmm__mBmmnmuomm:n._nmna.omnmnm@8 w_,ovo_‘_v.mcuu_wSaua&mo:w_
customer(s); .

2)  Provided that the customer(s) contracts to use gas on a continuous basis for one (1)
year or more; and, ’

3) Provided the potential consumption and revenue will be of such amount and
permanence as to warrant the capital expenditures involved to make the investment
economically feasible.

b)  Whenever an extension exceeds one hundred (100) feet per customer, the Company will

enter into an agreement with the customer(s) or subscriber(s). The agreement will provide
for the extension on a cost per foot basis with the additional amount to be deposited with
the Company by the customer(s) or subscriber(s). The agreement will contain provisions
for a proportionate and equitable refund in the event other customers are connected to the
extension within a ten (10) year period. Refunds shall be made only after the customer(s)
has used gas service for a minimum continuous period of one (1) year. The Company
reserves the right to determine the length of the extension, to specify the pipe size and
.location of the extension, and to construct the extension in accordance with its standard
practices. Title to all extensions covered by agreements shall be and remain in the
Company and in no case shall the amount of any refunds exceed the original deposit. Any
further or lateral extension shall be treated as a new and separate extension.

M

ISSUED: June 23, 1999 EFFECTIVE: July 24, 1999

ISSUED BY: William J. Senter Vice President - Rates & Regulatory Affairs
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27. Point of Delivery of Gas

The poim of delivery of gas supplicd by the Company shall be a1 the point where the A% passes
from the pipes of the Company s service conneetion in to the customer’s service line or pipe or
at the outlet of the meter, whichever is nearest the delivery nain of the Company.

28. Distribution Main Extensions

3.:an:.:......:«iz_ax_n:._“_: nim::ﬂ.:.air:::::Em::s.ao:nr::.:& (100) feet for
each single customer provided the following criteria is mct:

1) The existing main is of sufliciem capacity to properly supply the additional
customer(s); '

2) Provided that the customer(s) conlracts to use gas on a continuous basis for onc m
year or more; and, .

3) Provided the potential consumplion and revenue will be of such amount and
permanence as o warrant the capital expenditures involved to make the Investment
cconomically feasible.

b)  Whenever an extension exceeds one hundred (100) fect per , the Company will
enter into an agreement with the customer(s) or subscriber(s). The agreement will provide
for the extension on a cost per foot basis with the additional amount to be deposited with
the Company by the customer(s) or subscriber(s). The agrecment will contain provisions
for a proportionate and equitable refund in the event other customers arc connected to the
extension within a ten (10) yeor period. Refunds shall be made only after the customer(s)
has used gas service for a minimum continuous period of one (1) year. The Company
rescrves the right to determine the fength of the extension, to specify the pipe size and
focation of the extension, and o construct the extension in accordance with its standard
practices. Title to all extensions covered by agreements shall be and -remain in the
Company and in no case shall the amount of any refunds exceed the original deposit. Any
further or lateral extension shall be treated ns a new and scparate extension,

(X))

ISSUED: Junc 23, 1999 EFFECTIVE: December 15, 1999

ISSUED BY: William J. Senter Vice President - Rates & Regulatory Affairs
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33. Curtailiiit Mu.z_n...

33. Curtaliment Order

In cases of impairment of gas supply or distribution _system capacity, or partial or total In cases of impairment of gas supply or distribution system capacity, or partial or total
interruptions and when jt appears that the Company is, or will be, unable to supply the (T) interruptions and when it appears that the Company is, or will be, unable to supply the |(T)
requirements of all of its customers in any system or segment thereof, the Company shall curtail requirements of all of its customers in any system or scgment thereof, the Company shall curtail
gas-service to its customers in the manner set forth below. 823 service o its customers in the manner sel fosth below,

a)  Definitions: 8)  Definitions:

PR AT

Residential — Service to customers for residential purposes including housing complexes . Residentinl — Service to custorers for residential purposes including housing complexes
and apartments. ) : and apartments, ’

Commercial — Service to customers engaged primarily in the sale of goods or services

i Commercial - Service 1o customers engaged primarily in the sale of goods or services
including institutions and local and federal agencies for uses other than those involving including institutions and local and federal agencies for uscs other than those involving
manufacturing. , manufacturing,.

IrTI . B .
Industrial ~ Service to customers engaged primarily in a process which creates or changes . Industrial - Service to customers en

gaged primarily in a process which creates or changes
raw or unfinished materials into another form or product, including the gencration of
electric power for sale.

raw or unfinished materials into another form or product, including the generation of
electric power for sale.

L ISSUED: L 19 " EFFECTIVE: .
ISSUED: June 23, 1999 EFFECTIVE: July 24, 1999 . UED: June 23, 1999 . EFFECTIVE: December 15, 1999

ISSUED BY: William J. i i - Rates irs
ISSUED BY: William J. Senter Vice President — Rates & Regulatory Affairs S8 llinm J. Senter Viee President - Rates & Regulntary Affuirs
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b)

Priorities of Curtailméfit:

Sales Service

The Company may curtail or discontinue sales service in whole or in part on a daily,
monthly or seasonal basis in any purchase zone in accordance with the following
priorities, starting with Priority 8 and proceeding in descending numerical order.

High Priority

Priority 1. Residentia! and services essential to the public health where no alternate fuel
exists (Rate G-1) :

Priority 2. Small commercials less than 50 Mcf per day (Rate G-1).

Priority 3.  Large commercials over 50 Mcf per day not included under lower priorities
(Rates G-1,LVS-1)

Priority 4.  Industrials served under Rate G-1 or LVs-1.

Low Priority

Priority 5. Customers served under Rates G-2 or LVS-2 other than boilers included in
Priority 6.

Priority 6.  Boiler loads shall be curtailed in the following order (Rates G-2 or LVS-2).
A — Boilers over 3,000 Mcf per day.
B - Boilers between 1,500 Mcf and 3,000 Mcf per day.
C — Boilers between 300 Mcf and 1,500 Mcf per day.

Priority 7.  Imbalance sales service under Rate T-3 and Rate T-4.

Priority 8.  Flex sales transactions.

©

ISSUED: June 23, 1999

ISSUED BY: William J. Senter

EFFECTIVE: July 24, 1999

Vice President — Rates & Regulatory Affairs
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ISSUED: June 23, 1999

ISSUED BY: William J. Schter

b)

Priorities of Curtailment:

Sales Scrvice

'

The Company may curtail or discontinue sales service in whole or in part on a daily,
monthly or scasonal basis in any purchase zone in accordance with the following
prioritics, starting with Priority 8 and procceding in descending numerical order.

High Priority

Priority b, Residential and services essential to the publie health where no alternate fucl
cxists (Rate G-1)

I'riority 2, - Small commereials tess than 50 Mel per day (Rate G-1).

Priority 3. Large commercials over 50 Mef per day not included under lower priorities

(Rates (3-1,1,VS-1)
Priority 4. Industrials served under Rate G-1 or LVS-1,

Low Priorit

Priority 5. Customers served inder Rates €3-2 or 1.VS-2 other than boilers included in

Priority 6.

Prioenty 6, Borler loads shall e curtaited in the following order (Rates G-2 or 1.VS.2),

A - Batlers over 1000 Mef per day,

H - Mhalees besseen 1,200 Mef and 1000 Mef per day.

C - Buoilers between 300 Mef and ES00 Mcf per day,
Priority 7. Imhalance sales service under Rate T-3 and Rate T-4,
Miority & Fles sales transactions.

EFFECTIVE: Uecember 15, 1999

Vice President - Rates & Regulatory AfTairs
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<)

d)

Penalty for Unauthorized Overruns

In the event a customer fails in part or in whole to comply with a Company Curtailment
Order either as to time or volume of gas used or uses a greater quantity of gas than its
allowed volume under terms of the Curtailment Order, the Company may, at its sole
discretion, apply a penalty rate of up to $15.00 per Mcf.

In addition to other tariff penalty provisions, the customer shall be responsible for any
penalty(s) assessed by the interstate pipeline(s) or suppliers resulting from the customer’s
failure to comply with terms of a Company Curtailment Order.

The payment of penalty charges shall not be considered as mmi..uw any customer the right
to take unauthorized volumes of gas, nor shall such penalty charges be considered as a
substitute for any other remedy available to the Company.

Discontinuance of Service !

The Company shall have the right, after reasonable notice to discontinue the gas supply of
any customer that fails to comply with a valid curtailment order. .

ISSUED: June 23, 1999

~ ISSUED BY: William J. Senter

EFFECTIVE: luly 24, 1999

Vice President — Rates & Regulatory Affairs
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c)  Penalty for Unauthorized Qverruns

In the event a customer fails in part or in whole to comply with a Campany Curtailment
Order cither as 10 time or volume of gas used or uses a greater quantity of gas than its
allowed volumie under terms of the Curtailment Otder, the Company may, at its sole
discretion, apply a penalty rate of up to $15.00 per Mcf.

In addition to other tarif penalty provisions, the custemer shall be responsible for any
penalty(s) assesscd by the interstate pipcline(s) or supplicrs resulling from the customer's
failure 1o comply withs terms of a Company Curtailment Order.

The payment of penalty charges shall not be considered as giving any customer the right
to Inke unauthorized volumes of gas. nor shall such penalty charges be considercd ns a
substitute for any other remedy available (o the Company.

d) Ummng:::i—..nn of Service

The Go_:v..?w shall have the right, aler reasonable notice to discontinue the gas supply of
any customer that fails to comply with a valid curtailment order,

ISSUED: June 23, 1999 EFFECTIVE: December 15, 1999

ISSUED BY: William J. Senter Vice President - Rates & Regulntory AfTnirs
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COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION
In the Matter of:
THE APPLICATIONOF WESTERN )

KENTUCKY GAS COMPANY ) CASE NO. 99-070
FOR AN ADJUSTMENT OF RATES )

ORDER

On June 23, 1999, Western Kentucky Gas Company (“Western”), a division of
Atmos Energy Corporation, filed an application for a rate adjustment. On December 3,
1999, all parties to this case -- Western; the Attorney General of the Commonwealth of
Kentucky, by and through his Office of Rate Intervention; and WBI Southern, Inc. -- filed
a Joint Stipulation and Settiement (“Settlement®). The Commission entered an Order
on December 6, 1999, requiring all parties to submit direct testimony on the
reasonableness of the Settlement.

After having considered the record in this case, reviewing the Settlement, and
being otherwise sufficiently advised, the Commission finds that:

1. All parties were given an opportunity to file evidence to support the
reasonableness of the Settlement.

2. All parties filed evidence in support of the reasonableness of the
Settlement on December 9, 1999.

3. The record in this matter is sufficient for the Commission to make its

decision.




T

e ‘ .

4. The hearing scheduled in this case for December 14, 1999 at 9:00 a.m.
should be cancelled and the case submitted to the Commission for a decision on the
record.

IT IS THEREFORE ORDERED that the hearing scheduléd for December 14,
1999, at 9:00 a.m. is cancelled and the case is hereby submitted to the Commission for
a decision on the record.

Done at Frankfort, Kentucky, this 10th day of December, 1999.

By the Commission

ATTEST:

Ao il

Executive Director” |
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BEFORE THE
KENTUCKY PUBLIC SERVICE COMMISSION

PREPARED REBUTTAL TESTIMONY
OF
DONALD A. MURRY, Ph.D.
On Behalf of
WESTERN KENTUCKY GAS COMPANY

AN UNINCORPORATED DIVISION OF
ATMOS ENERGY CORPORATION

Please state your name and business address.

My name is Donald A. Murry. My address is 5555 North Grand Blvd., Oklahoma City,
Oklahoma 73112.

Are you the same Donald A. Murry who has testified previously in this proceeding?
Yes, I am.

What is the purpose of your rebuttal testimony?

I want to comment on Carl G. K. Weaver’s testimony on behalf of the Attorney General’s
Office.

What issues do you have with Dr. Weaver’s testimony?

There are three broad areas that I would like to address. Each of these are important
mechanical problems with the analysis described in his testimony. First, Dr. Weaver uses
data that encompass an overly broad time period. This arbitrary selection of a time period
lowers his results. Second, he chooses to include return on equity (ROE) estimates that
are less than the current return on Baa rated utility bonds. These low returns are

unreasonable and serve no purpose other than to bias his calculations downward. In turn,
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this serves to lower his ROE recommendation in this case. Third, Dr. Weaver uses an
inappropriate method to calculate his Capital Asset Pricing Model (CAPM), which
lowers his estimate. The financial literature advises against the method he used.

You stated that Dr. Weaver’s data encompass an overly broad time period. Why is this
important?

As part of his Discounted Cash Flow (DCF) analysis, he used a ten-year time period to
represent his historical growth rate. The ten-year period includes the influence of many
econoﬁﬁc factors that have little relevance in assessing current and future risks of
Western Kentucky and the gas distribution sector. Data ten-years old will not influence
current investors and when used without discretion, produce misleading results.

Does the use of historical data about dividends per share (DPS), earnings per share
(EPS), and book value per share (BVS) have any use in the DCF calculation of ROE?
Yes, they do. A more prudent empirical analysis would examine DPS, EPS, and BVS
data from a more recent period, such as the past five years. Even then there is a question
of appropriateness because rates are being set for the future, and today’s investors are
primarily interested in the future returns during the time they will hold the securities. Dr.
Weaver’s choice of the ten-year data serve to lower the historical growth rate in the DCF.
What is the effect of Dr. Weaver’s use of ten-year data upon his DCF estimate of the
ROE for Western Kentucky?

It serves to produce a downward bias in the DCF.

How does the use of the ten-year data lower the growth rate of Dr. Weaver’s DCF

analysis?
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I have revised his Schedule 20 using Value Line’s five-year historical data in my
Schedule DAM-R1. As one can see, the five-year data present a different financial
picture than do the ten-year data. As Schedule DAM-R1 shows, the EPS growth for the
Selected Companies increase from 4.8% to 7.6%. Likewise, Atmos’ EPS growth
increased from 4.5% to 9.5%. There is a.ﬁve ﬁundred basis point difference. I have
revised Dr. Weaver’s Schedule 23 by including the five-year historical growth rates in
the DCF calculation which I have illustrated in Schedule DAM-R2. 1t is easy to see how
dramatically different the results produced are when one uses more current and more
relevant data in Dr. Weaver’s analysis.

Earlier you stated that Dr. Weaver included ROE estimates in his analysis that were
lower than the Moody’s Baa Utility Bond Yields. How did you come to that conclusion?
In Schedule 18 of his Direct Testimony, Dr. Weaver reports a Baa bond yield of 8.14%.
Should Dr. Weaver have excluded all ROE estimates less than 8.14% from his analysis?
Yes. But he should have excluded even more than those. When rational investors have
the choice between two investments with the same returns, yet different risks, they will
choose the investment with less risk. In this case, investors typically would choose to
purchase Baa utility bonds with their relatively guaranteed yield. In contrast, the stock
returns have the possibility of not materializing.

What would a prudent analyst do to adjust for the differences in risk?

The financial literature indicates that the return on equity is typically between three
hundred to five hundred basis points higher than the yield of utility bonds. Consequently,

Dr. Weaver should have excluded any ROE estimate from his judgement that falls below
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that range. In order to be conservative, I adjusted Dr. Weaver’s DCF to exclude all DCF
estimates that were less than 150 basis points higher than the Baa Utility Bond yields. In
other words, I eliminated those ROE estimates less than 9.64%.

What effect does the exclusion of ROE estimates that are less than 9.64% have on Dr.
Weaver’s DCF analysis?

As I demonstrate in Schedule DAM-R2, the revisions of Weaver’s Schedule 23 serve
to remove the downward empirical bias of their inclusion. Upon close inspection, one
will note that it removes most of the ten-year historical DCF estimates from the analysis.
Likewise, the DCF estimates using DPS growth rates disappear entirely from
consideration. When adjusted, the DCF serves to produce more credible estimates.
What range of ROE esfimates does the corrected DCF produce?

When corrected, the DCF produces a range of 9.76% to 11.39% for the Selected

- Comparable Companies and a range of 14.23% to 14.37% for Atmos. These ranges meet

or exceed the return estimates from my Direct Testimony.

Does Dr. Weaver’s CAPM analysis correct for the analytical mistakes he made in his
DCF analysis?

No, it does not. In fact, Dr. Weaver repeats many of the mistakes of his DCF in his
CAPM analysis.

What mistakes does he make in his CAPM?

There are three broad analytical errors that produce downward biases in Dr. Weaver’s
CAPM estimates. First, he uses short-term T-Bill yields for his risk-free in his CAPM

analysis. The financial literature cautions against their use. Second, Dr. Weaver applies
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a geometric mean as his market return when the financial literature clearly prescribes the
arithmetic mean in the CAPM. Third, he includes ROE estimates in his CAPM analysis
that are less than the current yields on Baa Utility bonds.

Why should Dr. Weaver have excluded short-term T-Bill yields as his risk-free rate in
his CAPM analysis?

T-Bill yields are notoriously unstable. Their variance is greater than longer term Treasury
bonds. In addition, the planning horizon for equity investments more closely matches the
planning horizon of longer maturity bonds. As such, the overall risk of holding either
gets captured in the risk-free rate of these instruments. T-Bills do not possess the
necessary premia of expected inflation and other market uncertainties which are similar
to the equity investment in Treasury bonds.

You stated that Dr. Weaver used a geometric mean in his analysis rather than an
arithmetic mean. Why is the use of a geometric mean inappl_'opriate for the market return
in the CAPM?

The geometric mean measures realized returns rather than expected returns. The
arithmetic mean assesses expected returns by including adjustments that account for the
uncertainty associated with the equity investment. By using the geometric mean for his
market return, Dr. Weaver understates the expected ROE with a biased estimate. Dr.
Weaver’s market return was 15.2% when it should have been 18.15%. This error lowered
the estimate from his CAPM methodology.

How can you be certain that Dr. Weaver used a geometric mean calculation in his CAPM

analysis?
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The data indicates that he did, and he confirmed that he used a geometric mean
calculation in his response to Western Kentucky’s Data Request Number 3. The question

asked was the following:

Refer to Schedules 24 and 25 of Dr. Weaver’s Direct Testimony. Is the
market return using the Value Line data that Dr. Weaver uses calculated
using a geometric average or an arithmetic average? If the Market Return
is a geometric average, please cite sources from referred journals that
prescribe the use of a geometric average when calculating a market
return.

Dr. Weaver’s response was the following:

A geometric mean was used to determine a one-year growth rate from the
August 27 Appreciation Potential which was 65%.

The calculation was: [(1.65)"- 1] = annual rate.

This assumes that price appreciation growth occurs at a compound rate
which is a correct assumption when considering growth over a period a
years. A good discussion of this can be found in an investment
management text book by Henry Latane and Donald L. Tuddle. This book
dates from the late 1960's or early 1970. I no longer have it in my
possession. Ibbotsen[sic] at one time discussed the proper use of a
geometric mean to determine a growth rate versus an arithmetic mean to
determine a descriptor of a population of data in the SBBI Handbook.

Although, Dr. Weaver is correct that Ibbotson’s SBBI Handbook discusses the use ofa
geometric mean in a CAPM analysis, this source unequivocally states that it is incorrect
to do so. Ibbotson states as follows:

For use as the expected equity risk premium in the CAPM, the arithmetic
or simple difference of the arithmetic means of stock market returns and
riskless rates if the relevant number. This is because the CAPM is an
additive model where the cost of capital is the sum of its parts. Therefore,
the CAPM expected equity risk premium must be derived by arithmetic,
not geometric, subtraction.

Please see Schedule DAM-R3.
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Does Dr. Weaver repeat the analytical mistake of his DCF by including ROE estimates
that are less than the Baa Ultility Bond yields?

Yes, he does. I compensate for his oversight by excluding those ROE estimates that
exceed the Baa Utility bond yield of 8.14% by 150 basis points. I demonstrate the results
in Schedules DAM-R4 and DAM-RS5.

Were there any other corrections to Dr. Weaver’s CAPM analysis?

Yes. In estimating his total market return, he examined only capital appreciation. He
ignored dividend returns completely.

What do the revised schedules show regarding the proper calculation of the CAPM
ROE?

Schedule DAM-R4, the revision of Dr. Weaver’s Schedule 24, shows that the CAPM for
the Selected Comparable Companies produces a ROE of 11.82%. This is one hundred
basis points higher than Dr. Weaver’s estimate, which has a low bias. Again, the
corrected CAPM closely resembles, and confirms, the results of my analysis presented
in my Direct Testimony.

When you apply these corrections to Dr. Weaver’s CAPM analysis for Atmos, what are
the results?

The effects are dramatic. Dr. Weaver’s biased estimate produced a ROE of 9.09%. When
done correctly, the result is 11.99%. This ROE is actually higher than the one my analysis
produces. Schedule DAM-RS, the revision of Dr. Weaver’s Schedule 25, demonstrates
these results.

Can you summarize your rebuttal testimony?



The summary of the corrections to Dr. Weaver’s calculations are shown in Schedule

DAM-R6. Dr. Weaver applies irrelevant data and analytically deficient methods in both

his DCF and CAPM calculations. When the obvious, biased data and methods are

corrected, his results are equal to or higher than the results of my calculations presented
in my Direct Testimony.
Does this conclude your rebuttal testimony?

Yes, it does.




Western Kentucky Gas Company

Five-Year Historical Growth Rates

Schedule DAM-R1

Exhibit
Carl G. K. Weaver
Schedule 20 REVISED

Company ~  Value Line Value Line Value Line
Name EPS DPS BVS
Energen 7.5% 4.0% 9.5%
Laclede 5.5% 1.5% 3.5%
New Jersey Res. 9.5% 1.0% 2.5%
Piedmont 8.0% 6.0% 6.5%
Average 7.6% 3.1% 5.5%
Atmos 9.5% 4.0% 4.0%

Source: Value Line September 24, 1999; Annual Rates, past 5 years




Western Kentucky Gas Company
Selected Comparable Companies
Discounted Cash Flow Analysis

Source Growth DCF Adjusted
for Adjusted Estimated  Greater
Estimated Growth Dividend Dividend  Cost of than 1.5%

Growth Rates Yield Yield Equity Moody's Baa
Forecasted Growth Rates for Selected Companies
I/B/E/S 5.60% 4.53% 4.78% 10.38% 10.38%
VL-EPS 6.90% 4.53% 4.84% 11.74% 11.74%
VL-DPS 3.40% 4.53% 4.68% 8.08%
VL-BVS 6.50% 4.53% 4.82% 11.32% 11.32%
Average: 10.38% 11.15%
Forecasted Growth Rates for Atmos
I/B/E/S 8.10% 4.45% 4.81% 12.91% 12.91%
VL-EPS 11.50% 4.45% 4.96% 16.46% 16.46%
VL-DPS 4.50% 4.45% 4.65% 9.15%
VL-BVS 8.50% 4.45% 4.83% 13.33% 13.33%
Average: 12.96% 14.23%
10 Year Historical Growth Rates for Selected Companies
EPS 4.80% 4.53% 4.75% 9.55%
DPS 4.10% 4.53% 4.72% 8.82%
BVS 5.00% 4.53% 4.76% 9.76% 9.76%
Average: 9.37% 9.76%
10 Year Historical Growth Rates for Atmos
EPS 4.50% 4.45% 4.65% 9.15%
DPS 4.00% 4.45% 4.63% 8.63%
BVS 4.50% 4.45% 4.65% 9.15%
Average: 8.98% Undefined
5 Year Historical Growth Rates for Selected Companies
EPS 7.63% 4.53% 4.88% 12.50% 12.50%
DPS 3.13% 4.53% 4.67% 7.80%
BVS 5.50% 4.53% 4.78% 10.28% 10.28%
Average: 10.19% 11.39%
5 Year Historical Growth Rates for Atmos
EPS 9.50% 4.45% 4.87% 14.37% 14.37%
DPS 4.00% 4.45% 4.63% 8.63%
BVS 4.00% 4.45% 4.63% 8.63%
Average: 10.54% 14.37%

Source: Weaver Schedule 23

Schedule DAM-R2

Exhibit
Carl G. K. Weaver
Schedule 23 REVISED




Western Kentucky Gas Company

Selected Companies

Capital Asset Pricing Model Analysis

Schedule DAM-R4

Exhibit____
Carl G. K. Weaver
Schedule 24 REVISED

CAPM Adjusted

Risk Estimated Greater
Free Market Cost of than 1.5%
Sources Rate Beta Return Equity Moody's Baa
Rf Beta Km

Long-Term Current S&P S&P 500 6.44% 0.46 16.10% 10.88% 10.88%
Long-Term Current Value Line S&P 500 6.44% 0.61 16.10% 12.33% 12.33%
Long-Term Current S&P Value Line 6.44% 0.46 18.15% 11.83% 11.83%
Long-Term Current Value Line Value Line 6.44% 0.61 18.15% 13.58% 13.58%
Long-Term Forecast S&P S&P 500 5.75% 0.46 16.10% 10.51% 10.51%
Long-Term Forecast  Value Line S&P 500 5.75% 0.61 16.10% 12.06% 12.06%
Long-Term Forecast  S&P Value Line 5.75% 0.46 18.15% 11.45% 11.45%
Long-Term Forecast  Value Line Value Line 5.75% 0.61 18.15% 13.31% 13.31%
Long-Term Projected S&P S&P 500 5.40% 0.46 16.10% 10.32% 10.32%
Long-Term Projected Value Line S&P 500 5.40% 0.61 16.10% 11.93% 11.93%
Long-Term Projected S&P Value Line 5.40% 0.46 18.15% 11.27% 11.27%
Long-Term Projected Value Line Value Line 5.40% 0.61 18.15% 13.18% 13.18%
Short-Term Current S&P S&P 500 4.97% 0.46 16.10% 10.09% 10.09%
Short-Term Current Value Line S&P 500 4.97% 0.61 16.10% 11.76% 11.76%
Short-Term Current S&P Value Line 4.97% 0.46 18.15% 11.03% 11.03%.
Short-Term Current Value Line Value Line 4.97% 0.61 18.15% 13.01% 13.01%
Short-Term Forecast S&P S&P 500 4.80% 0.46 16.10% 10.00% 10.00%
Short-Term Forecast  Value Line S&P 500 4.80% 0.61 16.10% 11.69% 11.69%
Short-Term Forecast S&P Value Line 4.80% 0.46 18.15% 10.94% 10.94%
Short-Term Forecast  Value Line Value Line 4.80% 0.61 18.15% 12.94% 12.94%
Short-Term Projected S&P S&P 500 4.50% 0.46 16.10% 9.84% 9.84%
Shont-Term Projected Value Line S&P 500 4.50% 0.61 16.10% 11.58% 11.58%
Short-Term Projected S&P Value Line 4.50% 0.46 18.15% 10.78% 10.78%
Short-Term Projected Value Line Value Line 4.50% 0.61 18.15% 12.83% 12.83%
Average of CAPM Analysis 11.82% 11.82%
Standard Deviation 1.03% 1.03%

Source: Weaver Schedule 24




Western Kentucky Gas Company

Capital Asset Pricing Mode! Analysis

Atmos

Schedule DAM-R5

Exhibit
Carl G. K. Weaver
Schedule 25 REVISED

CAPM Adjusted

Risk Estimated Greater
Free Market Costof  than 1.5%
Sources Rate Beta Return Equity Moody's Baa
Rf Beta Km :

Long-Term Current  S&P S&P 500 6.44% 0.18 16.10% 8.18%
Long-Term Current  Value Line S&P 500 6.44% 0.55 16.10% 11.75% 11.75%
Long-Term Current  S&P Value Line 6.44% 0.18 18.15% 8.55%
Long-Term Current  Value Line Value Line 6.44% 0.55 18.15% 12.88% 12.88%
Long-Term Forecast S&P S&P 500 5.75% 0.18 16.10% 7.61%
Long-Term Forecast Value Line S&P 500 5.75% 0.55 16.10% 11.44% 11.44%
Long-Term Forecast S&P Value Line 5.75% 0.18 18.15% 7.98%
Long-Term Forecast Value Line Value Line 5.75% 0.55 18.15% 12.57% 12.57%
Long-Term Projected S&P S&P 500 5.40% 0.18 16.10% 7.33%
Long-Term Projected Value Line S&P 500 5.40% 0.55 16.10% 11.29% 11.29%
Long-Term Projected S&P Value Line 5.40% 0.18 18.15% 7.70%
Long-Term Projected Value Line Value Line 5.40% 0.55 18.15% 12.41% 12.41%
Short-Term Current  S&P S&P 500 4.97% 0.18 16.10% 6.97%
Short-Term Current  Value Line S&P 500 4.97% 0.55 16.10% 11.09% 11.09%
Short-Term Current  S&P Value Line 4.97% 0.18 18.15% 7.34%
Short-Term Current  Value Line Value Line 4.97% 0.55 18.15% 12.22% 12.22%
Short-Term Forecast S&P S&P 500 4.80% 0.18 16.10% 6.83%
Short-Term Forecast Value Line S&P 500 4.80% 0.55 16.10% 11.02% 11.02%
Short-Term Forecast S&P Value Line 4.80% 0.18 18.15% 7.20%
Short-Term Forecast Value Line Value Line 4.80% 0.55 18.15% 12.14% 12.14%
Short-Term Projected S&P S&P 500 4.50% 0.18 16.10% 6.59%
Short-Term Projected Value Line S&P 500 4.50% 0.55 16.10% 10.88% 10.88%
Short-Term Projected S&P Value Line 4.50% 0.18 18.15% 6.96%
Short-Term Projected Value Line Value Line 4.50% 0.55 18.15% 12.01% 12.01%
Average of CAPM Analysis 9.96% 11.99%
Standard Deviation 2.10% 0.63%

Source: Weaver Schedule 25




Western Kentucky Gas Company

Schedule DAM-R6

Comparison of Weaver's Common Stock Return on Equity Estimates

Weaver
Selected
Companies Atmos

Adjusted
Selected

Companies Atmos

11.15% 14.23%

9.76% Undefined
11.39% 14.37%
11.82% 11.99%
12.90%

DCF-Forecasted Growth 10.38% 12.96%
DCF-Historical Growth (10 Year) 9.37% 8.98%
DCF-Historical Growth (5 Year)

CAPM 10.85% 9.09%
Bond-Yield-Risk-Premium 12.90%

Sources:

Direct Testimony of Carl G. K. Weaver, p.31, lines 20-25
Schedules DAM-R1, DAM-R2, DAM-R4, DAM-R5
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BEFORE THE PUBLIC SERVICE COMMISSION

COMMONWEALTH OF KENTUCKY

IN THE MATTER OF )

RATE APPLICATION BY ) Case No. 99-070

WESTERN KENTUCKY GAS COMPANY )

REBUTTAL TESTIMONY OF REBECCA M. BUCHANAN

Q. Please state your name and business address.

A. Rebecca M. Buchanan, Atmos Energy Corporation, 381 Riverside Drive, Suite
440, Franklin, TN 37064.

Q. Did you submit pre-filed direct testimony in this proceeding?

A Yes.

Q. What is the purpose of your rebuttal testimony?

A. I have reviewed the prepared direct testimony, workpapers and data request
responses of Mr. Lafayette K. Morgan on behalf of the Attorney General (AG). I
will comment on certain adjustments and recommendations proposed by Mr.
Morgan.

Rate Base
Plant in Service
Q. What concerns do you have about Mr. Morgan’s findings and recommendations
' regarding the Company’s rate base?
A. The main area of concern is Mr. Morgan’s adjustment to test year plant in service

- areduction of ($6,360,678) from what was originally filed by Western. Ihave
reviewed Mr. Morgan’s direct testimony, schedules, workpapers and data request
response. I am concerned because I was unable to trace certain plant in service

calculations from his detail workpapers to his summary workpapers. It appears

12/05/99 10:22 PM 1
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that $3,000,000 in Western plant additions are missing from Mr. Morgan’s final
plant in service recommendation.

The workpapers in question are provided by Mr. Morgan in his response
to the KPSC data request to the AG, set 1, item 11a. Additionally, Western
requested that Mr. Morgan provide all workpapers and supporting documentation
not previously provided (Western DR to the AG, set 1, item 16). Mr. Morgan
responded that there were no other workpapers.

Without additional information explaining how Mr. Morgan’s detail plant
calculations tie to his final plant in service amount, Western does not have
confidence in Mr. Morgan’s recommendation. Using Mr. Morgan’s detail
workpapers, I have calculated that his plant in service recommendation is
understated by at least $3 million, assuming acceptance of his major adjustments

and underlying supporting data.

Does Western have confidence in Mr. Morgan’s underlying supporting data?
No. In calculating his proposed level of plant in service, Mr. Morgan admittedly
failed to utilize or overlooked certain detail supporting workpapers, corrections
and revisions provided to him in Western’s data request responses. As a result,
Mr. Morgan’s proposed level of plant in service is understated by roughly
$500,000 (this is on top of the $3 million discussed above).

Did Western make available to the AG all the detail information necessary to
calculate an adjusted level of test year of plant in service?

Yes. The AG was provided with a copy of the original filing as well as a copy of
each Western data request response, supporting workpapers and diskettes. On
page three of his direct testimony, Mr. Morgan states that he reviewed these

documents.

Did Mr. Morgan’s responses to Western’s DR’s indicate that he overlooked
pertinent information provided to him by Western?

Yes. In Western’s data request to the AG, set 1-6(a), Mr. Morgan was asked why
he did not use the updated capital budget that Western submitted in response to

12/05/99 10:22 PM 2




© 0 N O O &~ WN -

W oW NN NN NDNDNDNDRN 2 o - -
2 8 0 o N o0 N ORNRRS o IR @ Nd 2O

=N

>
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* KPSC DR 4-2 (formerly KPSC DR 3-58) as the baseline capital budget for his

adjustments. Mr. Morgan’s response was that “the detailed information was not
available to calculate the plant in service balance ....” A copy of Western’s DR
1-6 along with the AG’s response is provided as Attachment RMB-1.

Western did in fact provide the detailed information to calculate the plant in
service balance. Please tell where this was made available to Mr. Morgan.

In our response to KPSC DR 4-2 (formerly DR 3-58, dated September 20, 1999)
Western included a diskette which contained the detail excel spreadsheets needed
to recalculate the test year plant in service. Because this information was
provided in excel format, Mr. Morgan had available the detail information that
should have allowed him to make accurate adjustments with relative ﬂexibility;
speed and ease. (As a side note, the fact that the KPSC’s data request asked
Western to adjust its capital budget to show a 94% completion rate should not
have hindered Mr. Morgan’s ability to use the excel spreadsheet for his own
calculations. The capital budget was provided both before and after the
application of the 94 % completion rate.) It appears from his response that Mr.
Morgan did not utilize this valuable resource when preparing his plant in service

workpapers and schedules.

Are there other instances where Mr. Morgan did not utilize the detail information
provided to him by Western? '
Yes. Western’s DR 1-6(b) (see Attachment RMB-1) asks “What is the basis for
Mr. Morgan’s adjustment to “0” of all System Maintenance — Retirements and
System Improvements — Public Works Maintenance Reimbursements, given, for
example, Western’s response to KPSC DR 2-21b and KPSC DR 3-43¢?” Mr.
Morgan responded that “Since there were no account numbers assigned” to these
line items, “the amounts in those accounts were spread over the other accounts in

each category . . . on apro rated basis.”

Why does Mr. Morgan’s response to Western’s DR 1-6(b) cause concern?

12/05/99 10:41 PM 3
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Mr. Morgan’s statement that “there were no account numbers assigned” to
Retirements and Public Works Maintenance Reimbursements causes great 1
concern because Western discussed and provided a schedule of the account |
assignments in the following DR responses: KPSC DR 2-21a, KPSC DR 3-42,

and KPSC DR 3-43a&b. Western is concerned that Mr. Morgan overlooked this

important piece of information even though it was provided on multiple

occasions.

Did Mr. Morgan improperly apply overhead to the capital budget item
“Forfeitures” despite the fact that Western pointed out this mistake in its own
filing? '

In the process of preparing data request responses, Western discovered that it had
made an error in applying overhead and inflation to the line item “Forfeitures”
within the capital budget and plant in service workpapers. This error was
immediately disclosed and discussed at length in the following DR responses:
KPSC DR 2-21b, KPSC DR 3-43¢, and KPSC DR 4-2 (formerly DR 3-58a&d).
In his response to Western’s DR 1-6(c), Mr. Morgan admits that due to oversight,

he duplicated the error on his workpapers.

Did Mr. Morgan apply an incorrect factor to the Division 02 Shared Services
plant, resulting in an underallocation of plant in service to Western Kentucky
Gas?

Western has established that the residual factor for allocating Division 02 Shared
Services plant is 16.657%. This factor is shown in numerous instances in
Western’s filed schedules, supporting workpapers (especially “wp factors” found
in Volume 10, tab 15 of the original filing), diskettes and responses to data
requests (especially KPSC DR 1-36b and KPSC DR 1-42). Mr. Morgan,
however, applied an allocation factor of 16%, which caused his test year plant in

service allocation to Western to be understated.

Have you approximated what the plant in service amount would be had Mr.

Morgan made his adjustments using the correct information provided by Western?

12/05/99 10:22 PM 4
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Yes. Ihave calculated that Mr. Morgan’s plant in service recommendation is
understated by $3.5 million. If Mr. Morgan had utilized all the information
provided to him by Western, his adjusted plant in service amount would have
been approximately $246.1 million versus the $242.6 million shown on his
schedule LKM-2 (direct testimony, Morgan).

What is the effect on Depreciation and Rate Base?

As a result of his plant in service being understated, Mr. Morgan’s calculation of
accumulated depreciation and depreciation expense are understated by
approximately $200,000. The net affect is that Mr. Morgan’s recommended level
of Rate Base is understated by $3.3 million. This figure assumes agreement with
Mr. Morgan’s stated adjustments to plant in service - a 92% completion rate on
direct capital projects, a 39.5% overhead rate, and elimination of the incremental

increase in structures and improvements, as indicated in his direct testimony.

Does Western agree with Mr. Morgan’s adjustments for the 92% completion rate
on direct capital projects, a 39.5% overhead rate, and elimination of the
incremental increase in structures and improvements?

No. Reversing these adjustments would bring Western’s adjusted plant in service
amount to approximately $248.1 million (that is, an additional $2 million), and
Rate Base to over $129 million. Western’s position on these adjustments is

discussed in the rebuttal testimony of Mr. David H. Doggette.

Ms. Buchanan, does this conclude your rebuttal testimony?
Yes.

12/05/99 10:22 PM 5




( ' ' Attachment RMB-1
: Page 1

DOCKET NO. 99-070
ATTORNEY GENERAL'’S RESPONSE TO
WESTERN KENTUCKY GAS CO. DATA REQUESTS
SET1

. WESTERN KENTUCKY GAS COMPANY

6. With respect to the rate base adjustments:

a. Why did Mr. Morgan not use the updated capital budget submitted in response to
KPSC DR 4-2 (formerly KPSC DR 3-58) as the baseline capital budget for his
adjustments?

b. What is the basis for Mr. Morgan’s adjustment to “0” of all System Maintenance -
‘ Retirements and System Improvements - Public Works Reimbursements, given,
for example, Western’s response to KPSC DR 2-21b and KPSC DR 3-43c?

c. Why was an overhead factor applied to the projected forfeltures, given Western’s .‘
' response to KPSC DR 2-21 and KPSC DR 3-43?

d. Why did Mr. Morgan use a ratio of 16% for Div 02 Shared Services Plant
Allocations, when he consistently used 16.75% in all of his other calculations?

. ‘ e. Aside from the issues referenced in a. through d. above, is Mr. Morgan aware of
‘ “any unspecified adjustments that would further reduce rate base by $300,000?

a The detailed information was not available to calculate the plant in service

balance based upon the 92 percent ratio instead of the 94 percent ratio.

b. Since there were no account numbers assigned to System Maintenance-
Retirements and System Improvements-Public Works Reimbursements, the
amounts in those accounts were spread over the other accounts in each category

(System Tmprovements or System Maintenance) that had projected capital

expenditures associated with them during the forecast period on a pro rated basis.




’ _ Attachmenﬁ RMB-1
WESTERN KENTUCKY GAS COMPANY Page 2

DOCKET NO. 99-070-
ATTORNEY GENERAL’S RESPONSE TO
WESTERN KENTUCKY GAS CO. DATA REQUESTS
' SETI ‘
Response 6 (cont’d.)
c. At time of testing the spreadsheet, the attempt was to follow the Company’s

method as closéljf as possible to ensure that similar amounts would result. Due to

an oversight, the Company’s error was-not changed.

d. At tﬁe time of preparing the spreadsheet, the workpapers in Volume 10, Tab 15 of
the Company’s filing was followed. In order to ensure similar amounts resulted
from the calculation, the 16 percent was used as indicated on the workpapers.

Due to an 6versight, the 16 percent was not changed.

Responsible Witness: Lafayette K. Morgan, Jr. -
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COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

IN THE MATTER OF: | )
RATE APPLICATION BY )  CASE NO. 99-070
WESTERN KENTUCKY GAS COMPANY )

REBUTTAL TESTIMONY OF DAVID H. DOGGETTE

Q. Please identify yourself.

A. My name is David H. Doggette. My business address is 2401 New Hartford Road,
Owensboro, Kentucky, 42303. I am employed by Western Kentucky Gas (Western)
as Vice President of Technical Services.

Q. Did you provide pre-filed testimony in this proceeding?

A. Yes.

Q. Have you reviewed testimony filed by others on behalf of the Attorney General?

A. Yes.

Q. Which testimony do you wish to address?

I will address the testimony given by Mr. Lafayette K. Morgan of Exeter Associates,
Inc. filed on behalf of the Office of Rate Intervention of the Attorney General.

What specific concerns regarding Mr. Morgan’s testimony do you wish to address?

o

A. I will discuss the following issues:

1) Clarification of “System Improvement and Maintenance” as opposed to Mr.
Morgan’s “Structures and Improvements”, and

David H. Doggette, Sr. Page 1 12/05/99
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the projected increase in System Improvements & Maintenance capital
expenditures, .

2) The forecasted overhead costs attributable to capital expenditures, and

3) Mr. Morgan’s proposal to apply a 92% factor to the forecasted capital budgets.

I. STRUCTURES AND IMPROVEMENTS

Q

A.

)

What is the concern regarding the clarification of “System Improvements and
Maintenance as opposed to Mr. Morgan’s use of “Structures and Improvements™?

Mr. Morgan uses the terminology “Structures and Improvements” throughout his
testimony and Data Request responses. Usually the term “Structures and
Improvements” relates to general plant assets such as buildings, offices, and ancillary
facilities and assets. However, the category of assets he is adjusting includes the
piping, valves and stations used to operate Western’s gas systems.

The testimony and forecasted budgeting that Mr. Morgan refers to relates to capital
projects undertaken to increase Plant In Service that will maintain the integrity of our
piping systems, provide for increased capacity to accommodate growth in demand
from our piping systems, and to relocate facilities that are in conflict with Public
Works projects undertaken by the Transportation Cabinet of the Commonwealth of
Kentucky or by the city or county governments in the arcas that Western serves.
Projects of these types are necessary to provide service continuity and reliability, to
meet the needs of the public, and to ensure public safety.

It is not clear in Mr. Morgan’s testimony as to whether he was mistaken about the -
types of projects contemplated in these budget areas, or as to whether his use of
“Structures and Improvements” is simply as mistake in terminology. It is also unclear
as to whether Mr. Morgan’s interpretation had a bearing on his decision to exclude
funding for these projects that are in the interest of public safety and progress
throughout the Commonwealth and communities that are served by Western.

Do you have other concerns regarding this subject?

Yes. Mr. Morgan has proposed the disallowance of all funds represented by the
36.25% increment related to specific System Improvement and Maintenance projects

David H. Doggette, Sr. Page 2 12/05/99
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in the forecasted budgets. He states in his testimony, Page 6 — Line 8 and following,
that Western did not offer any additional justification for these forecasted amounts.
Also, in his response to Question 1 c) of the Kentucky Public Service Commission
Data Request Set 1 to the Attorney General, Mr. Morgan reiterates that Western had
not provided “any data” to support the forecasted System Improvement and

Maintenance increase.

In fact, a detailed analysis was provided in my response to the Attorney General’s
Supplemental Data Request, Question 5, Schedule 1. This schedule, attached as
Attachment DHD-R2 , shows the specific projects in FY 1999 that were beyond the
normal course of system maintenance and repairs. This amount was adjusted for
overheads to determine the direct cost of these capital projects. That was compared
to- the projected FY 2000 specific projects. The forecasted budget for FY 2000
included an increase of only $705,216 while the detailed analysis of specific projects .
for FY 2000 resulted in a total of $793,742. Therefore, a shortfall in the forecasted
budget is predicted.

Please summarize your position on this issue.

The forecasted System Maintenance and Improvement capital requirements are
essential to maintain Western’s system reliability and safe operations. FY 1999 was
an unusual year in which there were very few specific projects required in the areas of
System Improvements and Maintenance, especially in the area of relocation projects
to accommodate roadway and drainage public works. The level of projects indicated
for FY2000 are normal. There is no reason to believe that the low level of capital
construction experienced in FY 1999 will be repeated during the forecast period.
Sufficient detail was submitted and made available for Mr. Morgan’s review, and
supports the full allowance of the proposed capital funds in the forecasted budgets.

II. FORECASTED OVERHEADS INCLUDED IN THE CAPITAL BUDGETS

Q What concerns do you have regarding Mr. Morgan’s proposal to reduce the overhead
amounts attributable to the forecasted capital budgets?

A, Mr. Morgan’s approach to determining the amount of overheads, 39.5%, seems
arbitrary in light of the nature of these costs. Simply taking an average of historical
percentages overlooks the fact that these costs are relatively fixed. Mr. Morgan

David H. Doggette, Sr. Page 3 12/05/99
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acknowledges that these costs are “fixed and less avoidable than direct capital
expenditures” in his response to Western’s first Data Request to the Attorney
General, Item 10a,b & c.

A major component of overhead costs are due to labor. To achieve the reduction that
Mr. Morgan suggests Western would have to significantly lower payroll rates and/or
reduce the number of personnel. The other alternative would be to include the excess
amount as additional Operating & Maintenance expenses. Such an addition was not
included by Ms. Adams in developing Western’s O&M budget forecasts.

While Western has made strides in reducing overhead costs, they have not been
reduced by an amount proportionate to the reduction of forecasted capital
construction costs. Mr. Morgan states in his response to Data Request Item 10d that
“overheads as a percentage of direct construction expenditures will decrease as
construction expenditures increase”. The opposite must is also be true; that is, as
direct expenditures decrease overheads as a percentage of those expenditures will
increase.

Mr. Morgan states in the Data Request response that he believes holding the FY 1999
overheads constant to be reasonable. If the FY 1999 overheads are applied to the
direct construction costs proposed for FY 2000, the overhead amount is 46.5% which
is significantly more than the 39.5% he proposes in his testimony.

In his testimony Mr. Morgan does not reveal how he calculated the 39.5% figure, but
it appears that he used overheads as a percentage of the total capital spending (which
already includes the overheads). The forecasted budgets were developed by applying
overheads to the direct construction costs. By first subtracting the overheads out of
the totals and then recalculating an average, the resulting average overhead for the
past four years is about 58%. The 50% rate proposed by Western is reasonable
compared to this.

Simply stated, a fixed overhead amount as a part of a large budget is a smaller
percentage when compared to the same dollar amount as a part of a smaller budget. It
becomes a larger percentage of the total budget. Sufficient information and detail

David H. Doggette, Sr. Page 4 12/05/99
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was submitted and made available for Mr. Morgan which supports Western proposed
overhead rate of 50%.

III. FORECASTED CAPITAL BUDGETS

Q

Mr. Morgan has used a figure of 92% in Data Requests and in testimony attempting
to relate a projection of actual capital expenditures to the amounts forecasted in the
capital budgets. Please address this issue.

Western’s filing was developed based on the use of forecasted capital budgets. These
forecasted budgets were based on the fact that FY 1999 had an unusually low level of
activity in expenditures for System Improvements and Maintenance and that other
facets of our capital expenditures were reflective of routine, normal business
requirements. Adjustments were made, as set forth in my testimony beginning at
Page 9, Line 24 to develop capital budget forecasts to meet expected requirements.

The 92% in Mr. Morgan’s testimony is used to impute a relationship of historical
budgets and expenditures to the development of forecasted budgets. To follow that
logic, the forecasted budgets should have been built based on the historical trends of
past budgets and spending. By doing a linear trending forward of Western’s
historical budgets, the implied capital budget for FY 2000 would be approximately
$15.5 million dollars. The forecasted budgets proposed by Western are less than 2/3
of this amount. Please see Chart DHD-R1.

Even compared to an average of past capital expenditures Western’s forecasted
budgets are only about 7/8 of the historical amounts.

Mr. Morgan has actually demonstrated that Western has had a need for 92% of the
funds budgeted in the past, or on average $11 million. Western has proposed
forecasted budgets that are only 88.6% of the average historical spending. All of the
forecasted capital budgets are less than $11 million, therefore Western’s forecasts
should be considered valid as originally submitted.

Ms. Buchanan has calculated that Mr. Morgan’s adjustment for the three issues
discussed above understates Western’s Rate Base by $2 million. For further discussion

David H. Doggette, Sr. Page 5 12/05/99
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of plant in service and rate base adjustments, please refer to the rebuttal testimony of

Rebecca M. Buchanan.

Does this conclude your rebuttal testimony?
Yes.

David H. Doggette, Sr. Page 6 12/05/99
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Attachment DHD-R2

. FY1999 vs. FY2000 System Maintenance & System Improvements AG SDR- 5, Schedule 1
FY 1999 FY 2000
i Numbers Include Overheads 1 | Numbers Do Not inciude Overheads |
Spacific Projects Specific Projects

700" 2° Main Replacement-Owensboro $ 2,800 13,500 State Hwy Relocation

Replacs 2" Field Lines ] 5,962 34,116 Town Border #3 Relocation

700' HP Trans Line Replacament $ 9476 16,667 Commerce Park Upgrade

AM/FM Map Conversion $ 100,000 25,500 Shelbyville Cast Iron Replacement

Customer EFM-Statewide 3 98,000 12,482 Moreland Tie-back Pressure improvement
-Less Reimbursement 3 (26,400) 18,500 Danville Sreamiand Improvement

Liberty Sta. 8" Valve Replacement-Madisonville $ 5,959 12,400 Campbellsville ByPass.

Hwy 121 Relocation-Mayfieid $ 61,374 232,620 Line 133 Upgrade
<L ess Reimbursement 3 (31,765) 18,000 Lancaster Purchase Station

4" T Line Replacement-Mayfield 3 49,468 5,000 Mt Eden Purchase Station

Uprate Commerce Park-Hopkinsville $ 17,000 2,000 Lebanon TBS Fencing .

Skyline Drive Relocation-Hopkinsviile $ 118,505 10,000 Lancaster Ground Bed Relocation

Main Relocation N. Race St.-Glasgow $ 52,848 46,750 Rumsey (Calhoun) Bridge Reiocation
-Less Reimbursement $ (20,850) 44,483 Hwy 231 Relocation

2" Replacement, Skyline Dr.-Hopkinsville $ 5,391 (13,997) -Less Reimbursement

Install Reg. Stations, Commercs Park-Hopkinsville  $ 131,000 13,000 Replace Habit Odorant System

Reg. Station Replacement-Elkton $ 23,500 . 70,000 Hwy 41 Relocation

Relocate 1100' of 2° Plastic Pipe $ 12,749 55,272 Hwy 91 Relocation

$ 815,017 12,000 Ground Bed Replacement-Sharp Avenue

16,530 Blandville Road-Paducah
7,500 Husband Rd. Ground Bed Repiacement

22,000 EFM for customers

57,200 EFM for customers

21,119 Odorize 12"-Midwest

20,000 Uprate Hickory lines for load

54,000 Optimize gathering lines
100,002 Map conversion project

17,770 Bon Harbor Rectifier Bed

31,030 Relocate Habit Dehydrator

50,260 Hoffman #1 Well Workover

21,933 10" & 12" Leakage

25,000 Richards #1 Well Workover

25,000 McGregor #1 Well Workover

1,098,637 Estimated Direct Costs

Adjust for 1989 Overheads and Compare to FY 2000 Projection

Cost of FY 1989 Project $ 615,017
-Less 50.425% Overheads _&B 310,122
Direct Costs 3 304,895 $ 1,098,637 Estimated Direct Costs )
3 304,805 -Less Comparable Projects From FY 1999
$ 793,742
$ 705,216 Amount Forecasted in FY 2000 Budget Projection
$ 88,526 Amount NOT Included in FY 2000 Forecast
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REBUTTAL TESTIMONY OF DONALD P. BURMAN

Please identify yourself.
My name is Donald P. Burman. I am the Assistant Controller of Atmos Energy

Corporation, 5430 LBJ Freeway, Dallas, Texas 75240.

Did you pre-file testimony in this proceeding?
Yes.

Have you reviewed the testimony filed by Mr. Morgan on behalf of the Attorney
General?

Yes.

What concerns, if any, do you have about his recommendations?
My primary concerns relate to his adjustment related to pensions and his adjustment to
merger related expenses, because of the amount of his adjustments and the ratemaking

precedent which would be set.

Please discuss your concerns regarding his adjustment for pension expense.

Mr. Morgan is recommending, on page sixteen of his testimony, that an adjustment be
made to operations and maintenance expense to reflect a negative pension expense of
$2,272,501. If this adjustment is made, it will mean that this amount of cash will flow

back from the company to the ratepayers in the form of reduced rates. Mr. Morgan is
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correct when he states that, on page fourteen, “the pension expense credit of $853,000
does not mean that funds are flowing out the pension plan trust fund”. However, he
does not go on to say that any negative pension expense will cause the funds to flow out

of the company. This cash outflow would in effect amount to a shareholder-funded

refund to ratepayers. The only way to prevent this erosion on the cash flows of the

company is to set the pension expense at zero.

The impractical, if not illogical, effects his recommendation would have on company
cash flows is emphasized by his response to WKG DR 1-14, which I have attached as
Attachment DPB-1. In WKG DR 1-14, Mr. Morgan declares, in response to item a.,
that Western’s pension proposal would result in a “windfall” even though there is no
cash generated. He also fails to give a straight answer to the simple question asked in
item b. With respect to item c. he is presented with the logical extreme of his
recommendation. That is, what if the annual net periodic pension credit exceeded the
level of total annual O&M expense incurred by Western in a year? Would he deny the
company, for all future years rates set in this case are in effect, all the cash required to
pay for its annual O&M costs because of a large current net pension credit? Assuming
all other things constant, what if Western’s pension credit went positive in subsequent
years? Would Western be justified to file a whole new rate case just to reset its rates as
a result of the volatility evidenced in returns on pensions plan assets? Evidently, based

upon his response to item c., the answer is yes.

A company cannot operate without cash, yet Mr. Morgan would deny the company any
cash flow from operations to the extent its negative net pension credit is a greater
amount, even if that meant denying the company all of its cash requirements. Setting
rates based so heavily on actuarially calculated pension plan returns during a period of
rising stock prices is impractical and argues for a logical solution which would stabilize
the volatile effects of accounting for pension plan asset performance on customer rates.

That solution is the one made by Western — to set all expense at zero.

Do you have any other comments regarding Mr. Morgan’s pension expense adjustment?
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I strongly disagree with Mr. Morgan’s adjustment for the net pension credit; however, if
such an adjustment is held to be appropriate for ratemaking, because of the volatility of
actuarially calculated net periodic pension costs from year to year, that adjustment
should be a conservative one which does not over-react to a single year occurrence, and

should never be greater than the most recent actuarial estimate.

What concerns do you have regarding Mr. Morgan’s recommendations to disallow all
of Western’s share of the cost associated with the United Cities merger?

My concern is twofold. First, while he acknowledges the benefits of the merger, he
would deny the company any ability to recover the costs related to achieving these
benefits. This is evidenced in his response to WKG DR 1-12, which is attached as
Attachment DPB-2. Second, while he discusses his adjustment as a component of the
reserve taken by Western, in fact, he removes the entire cost of the merger not just an
allocation of the reserve. Such a disallowance is unwarranted and, if sustained by the
Commission, would discourage Western and Atmos from any participating in any future

mergers, regardless of the benefits of that merger.

To appropriately recognize the benefits of this merger and encourage future business

decisions designed to achieve similar results, what language would you recommend the

‘Commission include in its final order in this proceeding?

I would recommend the following language:

“In approving this rate increase, the Commission considered the
Company’s investment in merger and integration costs and
approved the inclusion of those costs in allowable rate base and

cost of service.”

Inclusion of this language would send the appropriate signal to utilities and investors
that mergers which produce significant savings for customers, as Western has
demonstrated in its Supplemental Response to KPSC DR 1-6, are beneficial and should
be recognized for the benefits they produce.
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Does this conclude your testimony?
Yes.




o | - @ Attachment DPB-1

i

WESTERN KENTUCKY GAS COMPANY
' DOCKET NO. 99-070
ATTORNEY GENERAL’S RESPONSE TO
WESTERN KENTUCKY GAS CO. DATA REQUESTS
SETI

14.  With respect to the pension expense adjustment: |

a. Is Western’s pension credit a source of cash Western can apply to its daily |
operations in providing service to its customers?

b. If Western’s annual net periodic pension cost becomes positive does Mr. Morgan
believe that Western is or is not obligated to contribute cash to the pension plan?

c. If Western’s annual net periodic pension cost were a $27 million credit due to the
" performance of plan assets, would Mr. Morgan recommend that no annual
operating expenses be recognized in the setting of Western’s rates?

Response
a.. No. However, if rates are based upon a level of pension expense that is higher
than the actual expense, the Company will receive a windfall.
b. Yes.

c. The recommended level of operating expenses would be on the SFAS 87 pension

expense amount.

Responsible Witness: Lafayette X. Morgan, Jr.




| . o " | ‘ Attachment DPB-2

‘ WESTERN KENTUCKY GAS COMPANY
. _ ‘DOCKET NO. 99-070
ATTORNEY GENERAL’S RESPONSE TO
WESTERN KENTUCKY GAS CO. DATA REQUESTS
SETI

12. Western’s response to Supplemental Response to KPSC DR 1-6 includes the net effects
of the United Cities merger with Atmos.

a With respect to the adjustment for merger and integration expenses, does Mr.
Morgan deny that Western’s ratepayers will benefit from this merger?

b. Does Mr. Morgan agree that Western’s allocation of Shared Services expenses
declined from about 22% prior to the merger to about 18% after the merger?

c. Given Western’s return during the test year, what is the savings the shareholders
“enjoy” if the Company does not earn a reasonable return?

Regp_ onse
o a No.
b Yes.

c. _The benefits are not limited to one period. Atmos Management has

acknowledged that there are long term benefits to be achieved from the merger.

. Responsible Witness: Lafayette K. Morgan, Jr.
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BEFORE THE PUBLIC SERVICE COMMISSION
COMMONWEALTH OF KENTUCKY
IN THE MATTER OF )

RATE APPLICATION BY ) Case No. 99-070

WESTERN KENTUCKY GAS COMPANY )

REBUTTAL TESTIMONY OF BETTY L. ADAMS

Q. = Please identify yourself.

My name is Betty L. Adams, my business address is Western Kentucky Gas Company,
2401 New Hartford Road, Owensboro, Kentucky, 42301. I am employed by Western
Kentucky Gas Company, a division of Atmos Energy Corporation (“Atmos™) as Vice

President and Controller.

Did you pre-file direct testimony in this proceeding?

A. Yes.

Q. Have you reviewed the testimony filed by Mr. Lafayette Morgan on behalf of the

Attorney General?

A. Yes.

Do you have any concerns about his recommendations?
Yes. My primary concerns relate to those to those items with the greatest financial

impact.
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What concern do you have regarding Mr. Morgan’s adjustment to Western’s
uncollectible expense?
Mr. Morgan has made an adjustment to uncollectible expense in the amount of

($234,223) as shown on his schedule LKM-9.

Mr. Morgan takes exception to the increase in uncollectible expense we applied in the
forecast year over the partially forecasted (six months actual + six months budget)
FY1999 base year. His recommended decrease in the forecast year is the $234,223
increased Western’s uncollectible expense above the base year. He supports this
adjustment based upon the average of uncollectible expense to revenues of 0.40 percent

for the five year period ending Fiscal Year 1998 (FY1998).

My concern is that the percentage of uncollectible expense for Western has trended
upward lately and Mr. Morgan has not acknowledged this trend. For example, the
FY1997 percentage was 0.50, for FY 1998 it was 0.68, and for FY1999 it was 1.3. If
the percentage for the most recently completed year at the time our filing was made
(FY1998) was used for our forecast year; the projected expense would be $653,407.
This is verified in our response to AG DR 1-211 b&c. This amount is very close to the
total $618,580 of uncollectible expense we projected for the forecast year. Mr.

Morgan’s adjustment reduces our forecast year uncollectible expense to only $384,357.

What is your concern regarding Mr. Morgan’s adjustment for Western’s lawsuit

settlement costs?
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The adjustment of ($189,789) disallowing the amortization of a lawsuit settlement cost
is shown on his schedule LKM-10. His adjustment is for the current period of a five-
year amortization of the settlement of a lawsuit arising out of our normal operations.
His stated rationale is that these costs relate to a prior period and have not been

authorized by the Commission for amortization or deferral.

What is wrong with his reasoning?

First of all, the expenses themselves fall within the annual retention (deductibie) of $1
million that our insurance policies cover. If we carried a lower retention, the annual
premiums would be much higher. In his response to WKG DR 1-13, Mr. Morgan
acknowledges that premiums may vary with the deductible. In essence, they are
discretionary substitutes; yet, he is not recommending disallowance of our premiums.
Both premiums and the deductible payment he would disallow are recoverable
expenses. Mr. Morgan acknowledges this fact in his data request response. I am

attaching WKG DR 1-13 as Attachment BLA-1.

Secondly, the amortization of this dollar amount into the forecast year is appropriate
because such an expenditure, if incurred, would normally be amortized over several
years. In other words, we are only following normal accounting practices in our

amortization.

Thirdly, we are unaware of any specific requirement that any such amortization must be

pre-approved by the Commission.
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What is your concern regarding Mr. Morgan’s reduction of labor costs?

Mr. Morgan adjusted the payroll expense in the amount of ($586,455) by reducing the
total number of employees budgeted by 24. This is shown in his schedule LKM-15.
Mr. Morgan has recommended a reduction in our labor expense based upon our
employee level as of September 1999, because this employee level was below that

which we projected for the forecast year.

In response to'AG DR 2-26, we submitted the following number of employees by

month:

Employees by Month

October 269
November 269
December 269
January 267

February 267

March 262
April 265
May 261
June 260
July 260
August 259
September 258
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Although our employee complement is 282, most of the positions remained unfilled due
to our low earnings as a result of the warmer weather and its effect upon our earnings.
In March when our employee level dropped to 262, we hired 3 new employees to fill
vacancies. In May our level of employees decreased due to some employees leaving
the company, retiring or as a result of going onto long term disability. Even though our
current employee level at the end of September was 258 (which is the level to which his
reduction was made), we have since hired one new employee and have advertised the
vacant engineering position. Our hiring of the employees in May demonstrates that we
do intend to fill vacancies. Obviously, we cannot defer the hiring of vacancies
indefinitely, but to the extent we can manage our way through under warmer than
normal weather and poor earnings, this is an éppropriate business decision. Mr. Gruber

discussed this situation in his response to AG DR 1-237 and KPSC DR 2-60.

Our employee budget for the forecast year was 282 employees. This budget assumed
normal operating conditions including normal winter weather and adequate earnings.
With the year 2000 so close upon us, obviously it will be difficult to add 24 full time
employees all at once. Consequently. a minimum level of employees of 267, not 282
(nor 258), would be most likely accurate, based upon the constraints we now face in

filling the vacant positions.

Lastly, I would point out, that if Mr. Morgan’s recommended reduction is adopted; at a
minimum, the average payroll amount per employee should be adjusted by removing

the officer’s salaries before calculating the average payroll amount. Otherwise, the




average payroll base is skewed. This also affects payroll taxes. The effect of this
correction to Mr. Morgan’s methodology would decrease his recommended reduction

from ($586,455) to ($344,251) as shown on Attachment BLA-2.

Does this conclude your rebuttal testimony?

Yes.




Attachment BLA-1

WESTERN KENTUCKY GAS COMPANY
. | DOCKET NO. 99-070
ATTORNEY GENERAL’S RESPONSE TO
WESTERN KENTUCKY GAS CO. DATA REQUESTS
SETI

13. With respect to Mr. Morgan’s lawsuit settlement adjustment:

a Does Mr. Morgan agree that annual liability insurance premiums may vary with
the annual retention (the deductible)?

b. Does Mr. Morgan agree that liability insurance premiums are a recoverable

expense?
Response
a.  Yes.
b. Yes.

. Responsible Witness: Lafayette K. Morgan, Jr.




Start

Less O/T

Less S/B

Known & Measurable
change for empl from
vacant to filled

Less Officers (8)

New base

Employees added

9 Employee Adj

9 Employee Adj - WKG
9 Employee Adj - AG
15 Positions

Net Adj

Western Kentucky Gas Company

Case #99-070

Attachment BLA-2

Correction to Morgan’s Labor Methodology

FY2000
WKG AG
Proposal Proposal (1)
11,718,375
239,188
178,447
, 11,156
11,311,896
743,986
10,567,910 11,718,375
274 282
38,569 41,555
9 9
347,121 373,995
69.775% 69.775%
242,204 260,955
242,204
(260,955) (260,955)
(325,500) (325,500)
(344,251) (586,455)

(1) Information in this column taken from LKM-15







BEFORE THE PUBLIC SERVICE COMMISSION
COMMONWEALTH OF KENTUCKY
IN THE MATTER OF )

RATE APPLICATION BY ) Case No. 99-0070

WESTERN KENTUCKY GAS COMPANY )

REBUTTAL TESTIMONY OF THOMAS H. PETERSEN

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

2 A My name is Thomas H. Petersen. I am Director of Rates for Atmos

3 Energy Corporation, 5430 LBJ Freeway, Dallas, Texas 75240. I am

4 responsible for rate studies of the Company’s gas utility operations in 12
5 states including Kentucky.

6 Q Did you file pre-filed, direct testimony in this proceeding?

7 A Yes.

8 Q. Have you reviewed the testimony related to the Company’s class cost of
9 service study ﬁléd by Mr. Galligan and Dr. Estomin on behalf of the

10 Attorney General? |

11 A. Yes.

12 Q. What concerns, if any, do you have about their recommendations?

13 A Both Mr. Galligan and Dr. Estomin discussed one aspect of the Company’s
14 class cost of service study, the allocation of the cost of distribution mains
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A.

among classes of customers. They criticized the company's proposed
allocation, Mr. Galligan from a theoretical perspective and Dr. Estomin
from a statistical perspective. Mr. Galligan then modified the Company’s
class cost of service study to incorporate his recommended allocation of the
cost of distribution mains. Mr. Galligan’s recommended allocation is
based on a flawed analysis of cost causation.
How do the Company’s and Mr. Galligan’s analysis of cost causation and
allocation of the cost of mains differ?
The Company allocates costs among classes of customers using data that
is available by class. Thus, allocations are based on the number of
customers served, the amount of commodity delivered, or the daily
demands placed on the system by each class. Costs that are primarily
related to the number of customers, such as the cost of meters, are
allocated on that basis. Costs that are primarily related to the amount
of gas delivered or to peak demands placed on the system are
allocated on those bases. Distribution mains are designed to
connect all customers to the system and to provide for delivery
of peak demands to those customers. Mains that meet these requirements
will, of course, deliver gas to customers at off peak times. The cost of
distribution mains is therefore related to both the number of customers and
peak demands. In compliance with the Commission’s order in the
Company’s Case No. 9556, the cost of mains is divided between customers

and demand categories using a zero intercept or regression analysis. This
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method is intended to classify mains costs that vary with the size of the
pipe, primarily the cost of the pipe, as demand costs and those costs that do
not vary with the size of the pipe, primarily installation costs, as customer
costs. The result in this case was that 77 percent of the cost of mains was
allocated on peak demand and 23 percent was allocated on numbér of
customers.

Mr. Galligan’s allocation is based on a flawed analysis of cost causation.
He argues that since the Company would not extend mains to serve a
customer who would use no gas, none of the cost of mains is customer
related. He allocates 50 percent of mains costs on annual usage and 50
percent on peak demands. Based on Mr. Galligan’s reasoning one would
conclﬁde that the cost of a meter at a customer’s premises would not be a
customer related cost since the Company would not set a meter for a
customer who would not use gas. In fact, Mr. Galligan’s reasoning leads
to the conclusion thét no utility costs are customer related. However,
generally accepted methodologies for fully distributed class cost of service
studies recognize thaf the level of some costs, such as meters and a portion
of mains costs, are related to the number of customers served.

Mr. Galligan attempts to support his argument by selectively quoting from
Professor Bonbright’s discussion of problems associated with treating
secondary or low voltage electric distributions system costs as customer
costs. He fails to mention that these remarks were part of Professor

Bonbright’s discussion of these costs being strictly unallocable. Professor




| Bonbright's concern is that a weak correlation between the area of an

2 electric distribution system and the number of customers on that system

3 make an allocation based on the number of customers imperfect.

4 Since an allocation based on demand or volumetric basis is inappropriate,
5 he is left with a strictly unallocable cost. Of course, distribution mains

6 costs must be allocated on a practical basis in a fully distributed class cost
7 of service study as they were in the Company’s study. Professor

8 Bonbright’s remarks do not support Mr. Galligan’s recommended

9 allocations.

10 Dr. Estomin tries to support Mr. Galligan’s recommendations through his
11 statistical critique of the regression analysis used by the Company to divide
12 mains costs between those that vary with the diameter of the pipe installed
13 and those that do not vary with pipe size. He concludes that no statistical
14 evidence exists to support using anything but a zero value for the matns
15 costs that do not vary with pipe size. This result is contrary to common
16 experience in installing mains as is clearly described on lines 10 through 17
17 of Mr. Galligan’s testimony. Much of the cost of installing distribution
18 mains is not affected by the diameter of the pipe installed. An analysis,
19 such as Dr. Estomin’s, that implies otherwise should not be relied on.

20 Q. Based on your review of Mr. Galligan’s and Dr. Estomin’s testimony

21 have you changed your opinion about any conclusions or

22 recommendations in your pre-filed direct testimony?

23 A No.




1Q.
2A.

Does this conclude your testimony?

Yes
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REBUTTAL TESTIMONY OF GARY L. SMITH

Please state your name, position and business address.

My name is Gary L. Smith. I am Vice President - Marketing of Western Kentucky Gas
Company (“Western” or “Company”). My business address is 2401 New Hartford
Road, Owensboro, Kentucky, 42303.

Did you file direct testimony in the Company's Application in this Case?
Yes, I did, at volume 2 of 10, Tab 11 of the Application.

What were the primary aspects of the Company's Application for which you were the
sponsor?
My major areas of responsibility were the Company's volume/revenue forecasts for the

Test Year and the design of the Company's proposed rate structures.

Have you reviewed the testimony of the parties that intervened in this proceeding - the
Office of the Attorney General and WBI Southern, Inc.?

Yes I have.

Among the four witnesses testifying for the Office of the Attorney General, who
reviewed subjects directly pertaining to your areas of responsibility in the Company's
application?

Mr. Lafayette K. Morgan reviewed the Company's forecasted test year budget,
including the revenue budget I sponsored, and Mr. Richard A. Galligan reviewed the
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Company's proposed rate design. The other witnesses did not directly address subjects
in the Company's Application that I sponsored.

Did Mr. Morgan recommend any adjustments to the Company's revenue budget for the
forecasted test year?

No, Mr. Morgan did not propose any adjustments to the Company's revenue budget in
his prepared direct testimony (reference Schedule LKM-1, Page 1 of 2). In Mr.
Morgan's response to the Commission's Data Request to the Attorney General, Item 9,
he stated that he reviewed "the data contained in the Company's filing as well as its
responses to data requests” and "based on recent sales trends and forecasted sales level,

Western's sales level was not considered unreasonable."

Did Mr. Galligan recommend any changes in the Company's proposed rate design?

Yes, Mr. Galligan stated opinions differing from that of the Company - most
significantly, in regard to the distribution of the rate increase to individual customer
classes and in regard to the portion of the increases to be reflected in the monthly

customer charge versus the distribution charge.

Please explain the recommendation of Mr. Galligan regarding the distribution of the
rate increase to individual customer classes, and problems that would be created by his
recommendation.

Mr. Galligan, on page 22, line 16, through page 23, line 18 of his testimony
recommends a "proportional increase in class revenue responsibilities”. Mr. Galligan
quantifies his recommendation on Table 3, on page 23 of his testimony, calculating the
distribution of increase to customer 'classes’ utilized in the Company's cost-of-service
study. In this Table, however, Mr. Galligan fails to factor in the inability of the
Company to increase transportation charges to customers under special contract filed
with, and approved by the Commission. These special contract customers, as a group,
constitute 57% of the Company's total Test Year industrial sales and transportation

deliveries.




[a—y

O &R0 3 N B A WO

W N NN NN NN
28BN BERRBRREBEESE GRS S B

w
—

. ’ .

In the Commission's Administrative Case 297 (applicable portions submitted in the
Company's response to Attorney General DR #2, Item 24), the Commission references
the importance of "equity" in rate design - defined as rate structures that "enable the 7
utility to earn a capital-attracting rate of return". The Company has exhibited in its
Application and Data Request responses that its current rate structures have produced
certain undesirable results, namely the inability to sustain financial integrity without
seeking rate increases every three to five years. In regard to individual customer
classes, we have noted the competitive environment in which Western competes.
Industrial rates have contributed to the necessity of discounting tariff rates to retain
certain bypass vulnerable accounts. Residential class rates produce inadequate returns
on the extension of service to new customers. These are significant factors that have led
to the Company's experience of successively declining revenues since the last rate case.
Implementing a "proportionate” increase to each class merely continues this plight for
the Company.

Thus, the realignment of class revenue responsibilities, as proposed by the Company, is
essential to the effectiveness of Western's rate structures supporting the opportunity to

sustain reasonable returns going forward.

What was Mr. Galligan's recommendation regarding the amount of increase to be
reflected in the monthly base charge versus the distribution charge?

On pages 28-29 of his testimony, Mr. Galligan recommends maintaining the Company's
residential monthly customer charge at its present level of $5.10 per month. His
recommendation is based on an analysis he prepared concerning what he terms as the
"avoided cost amount", consisting solely of the O&M expense component of Western's

calculated 'customer' costs in its class cost-of-service study.

What concerns, if any, do you have about his recommendation to maintain the monthly
customer charge at its present level?

The Company disagrees with Mr. Galligan's conclusions and recommendations on this
matter. For one reason, although the parties appear to agree that embedded class cost-

of-service studies represent only one element of consideration in the design of rate
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sﬁ'uctures, Mr Galligan's exclusion of costs, such as Depreciation & Amortization,
Property & Other Taxes, Income Taxes and Return, from the 'customer’ costs is without
basis. Including such costs would reflect a 'customer' cost per month of $9.57.

Also, as mentioned earlier in this rebuttal testimony, other factors, such as the
effectiveness and 'equity’ of rate design must be considered in combination with results
of embedded class cost-of-service studies. The re-balancing of fixed and variable
components of Western's rates, as proposed in the Company's Application, is essential
to the effectiveness of rate structures supporting the opportunity to sustain reasonable
returns going forward.

How does Mr. Galligan's recommendation to maintain the monthly customer charge at
its present level impair the Company's opportunity to sustain reasonable returns?

As demonstrated in Western's Application and Data Request responses, weather
normalized residential and commercial sales demand is declining. This phenomenon is
not unique to Western. As referenced in the Company's response to KPSC DR#2, Item
50(b), the Gas Research Institute is in the process of evaluating this national trend of
declining usage patterns. The extent to which Western's margin is produced via a per
Mcf 'distribution' charge, the Company will clearly be vulnerable financially to this
continued trend. Mr. Galligan's recommendation to apply the full increase to the
volumetric distribution charge would unnecessarily compound this problem.

Western, in its proposed rate design, considered both the indicated 'customer' costs
calculated in its cost-of-service study, as well as the ongoing effectiveness of the fixed
and variable balance of rate components. Despite our recognition of the declining
volumetric trends, Western proposed that a portion of its increase be borne in the per
Mcf distﬁbution charge. The Company proposed this rate design as an incremental

correction to rebalancing of fixed and variable rate components.

Are there any other recommendations by Mr. Galligan regarding the Company's
proposed rate design which cause concerns?
Yes. Mr. Galligan also recommends that the Commission reject Western's Margin Loss

Recovery Rider and the Premises Charge.
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Please describe further Mr. Galligan's recommendation to reject the Margin Loss
Recovery and the consequences of such an action on the Company.

The Company, in its Application and Data Request responses, identified the competitive
pressures in its industrial market and the consequences upon Western historically,
absent a Margin Loss Recovery mechanism.

Mr. Galligan refers to the Company's response to Attorney General DR #1, Item 112, in
which Western calculated to 'margin loss' recoverable through this mechanism under
various customer volume and discount scenarios. The Company calculated the 'margin
losses' in the referenced DR response according to methods utilized by the Atmos
division United Cities Gas Company, which possesses a margin loss rider in several
jurisdictions. Recognizing Mr. Galligan's observations, the Company would consider
altering its proposed Margin Loss Recovery tariff to provide further assurance that the
recovery will be limited to actual annual margin losses attributable to the customer
subject to the discount or flex, compared to the revenue relied upon from that customer
in the Company's Test Year. While recognizing the merits of the Margin Loss
Recovery rider exhibited by the Company in its Application and DR responses, the
Company would also entertain a sharing ratio different than the 90:10 ratio included in
the Application.

Please provide additional details regarding Mr. Galligan's recommendation to reject the
Company's proposed Premises Charge and the consequences this recommended action
would have on Western's performance.

Although Mr. Galligan recommends rejection of the Premises Charge, he suggests that
this problem would be related to the Commission's customer extension rules, that as a
practical matter, would affect all gas distribution utilities in Kentucky. He further
suggests a possible "proceeding addressing the generic customer extension rules".

Mr. Galligan fails to recognize in his testimony that, although Kentucky distribution
utilities may face similar extension costs due to the Commission's customer extension
rules, the margins generated by these utilities for the average residential consumer

varies widely.
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In his response to the Company's Data Request, Item 20, Mr. Galligan acknowledges

that revenues, as well as costs, are "part of a rational investment analysis".

What was the scope of the testimony filed by WBI Southern, Inc?
WBI Southern's filed testimony was limited to Western's proposed Rate T-5 Alternate

Receipt Point service.

What, if any, changes to the Company's proposed Rate T-5 service were recommended
by WBI Southern?

WBI Southern supported the Company's proposal to allow alternate receipt points for
transportation customers, and they concurred that a lower priority of service is
appropriate for alternate points. WBI Southern, however, objected to Western's
proposed $0.10 per Mcf incremental charge for customer volumes transported from

alternate receipt points.

Does the Company have concerns regarding the opinions and recommendations of WBI
Southern?

WBI Southem's objection to the proposed $0.10 per Mcf fee appears to be based on
their plans to activate a new interconnection with Western, and their opinion that this
fee would have a detrimental impact on the marketability of that supply to end-users
under Rate T-5 service. The Company, in its development of this new tariff, did not
intend such a consequence. Western proposed the Rate T-5 tariff to establish a
framework under which transportation and carriage customers could be afforded access
to these new interconnects or other alternative supply receipt points into Western's
system. The additional fee was proposed in recognition of the additional administrative
complexities faced by Western to provide this service - including nomination/balancing
complexities, system monitoring requirements and accounting/contractual matters
relating to these transactions.

Recognizing that the administrative factors are similar, conceptually, to those recovered
through Western's Transportation Administrative Fee, the Company would consider
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alternate pricing structures for Rate T-5 service - perhaps a monthly administrative fee
as opposed to the volumetric fee proposed in the Application.

Are there any other significant concerns regarding comments filed by intervenors
pertaining directly to areas of Western's Application for which you were responsible?

No, there are no other significant recommendations warranting comment in this rebuttal

testimony.

Does this conclude your rebuttal testimony?
Yes.
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WESTERN'S DATA REQUEST TO THE ATTORNEY GENERAL

Western Kentucky Gas Company, by counsel, submits the following data requests to

the Attorney General pursuant to the Commission's procedural orders:

Questions of Carl G. K. Weaver

1. Please provide the syllabi from Dr. Weaver's last two years of teaching at James Madison
University.
2. Please provide the list of textbooks that Dr. Weaver used in the last five years of teaching

finance.

3. Refer to Schedules 24 and 25 of Dr. Weaver's Direct Testimony. Is the market return using
the Value Line data that Dr. Weaver uses calculated using a geometric average or an
arithmetic average? If the Market Return is a geometric average, please cite sources from

refereed journals that prescribe the use of a geometric average when calculating a market




return.

4. Please refer to Schedules 24 and 25 of Dr. Weaver's Direct Testimony. Please provide the

workpapers and source documents used to calculate the Standard & Poor's Market Return.
5. Refer to page 10, lines 13-17 of Dr, Weaver's Direct Testimony. He states:

"..]I next examined the market service area that is reported by Value Line fof the
fifteen remaining companies. I eliminated AGL Resources, Peoples Energy
Corporation, and Washington Gas Light because the service area for these companies
are concentrated in Atlanta, Chicago, and Washington, D.C. - all urban areas, far
cAl“iffgvreA:nt‘ frqm the vser\'/i(_:e area of Western Kentucky."”
a. Is it Dr."Weaver's -opinion that a gas distribution company which has its service
area concentrated in St. Louis, MO. is comparable to Wéstem Kentucky? Please explain.

sb. Did Dr. Weaver choose to include Laclede Gas because its service area was not

concentrated in Atlanta, Chicago, or Washington, D.C. ?.

c. Did Dr. Weaver choose to include New Jersey Resources because its service
territory is concentrated in Monmouth and Ocean Counties, New Jersey ?

d. In Dr. Weaver's opinion, which company has the larger geographic service territory,

AGL Resources or New Jersey Resources ?




Questions for Lafayette Morgan
6. With respect to the rate base adjustments:

a. Why did Mr. Morgan not use the updated capital budget submitted in
response to KPSC DR 4-2 (formerly KPSC DR 3-58) as the baseline capital budget for his
adjustments?

b. What is the basis for Mr.l Morgan's adjustment to "0" of all System
Maintenance - Retirements and System Improvements - Public Works Reimbursements, given,
for example, Western's response to KPSC DR 2-21b and KPSC DR 3-43¢?

c. Why was an overhead factor applied to the projected for_feiigms, given
Westem's response fo KPSC DR2-21 and KPSC DR 3432 .

d.> Why did Mr. Morganb use a ratild of 16% fdr Div 02 Shared -Serw:c;eé Plant |
Allocations, when he consistently used 16.75% in all of his other calculations?

e. Aside from the issues referénced in a. through d. above, is Mr. Morgan

aware of any unspecified .adjustments that would further reduce rate base by $300,000?

7. Please provide support for the use of the 92% adjustment factor applied to

Western's capital budget.




8. Based upon the information in the table below:

versus budget from 1990 to 1998 (that is, an average of the annual percentages) is 95.5%7

.+, . b Does Mr.Motion agree that the years 1995, 1996 and 1997 represent both the

Fiscal
Year

1990
1991
1992
1993
1994

1995
1996
1997

1998

a. Does Mr. Morgan agree that the averége annual percentage of capital spent

Percent
Spent

97.5
86.7
97.4

105.8

949

93.2
80.2
90.9

Capital Actual

Budget Spending
$ 7,339,009 $ 7,155,701
$ 8,594,319 $ 7,454,806
$ 10,129,578 $ 9,870,231
b 9,323,533 $ 9,864,309
§ 11,453,427 $ 10,872,491
$ 16,592,111 $ 15,458,057
$ 17,770,373 - $ 14,254,212
$ 16,595,360 $ 15,085,222
$ 10,194,434 $ 11,459,605
$ 107,992,204 $ 101,474,634

1990-1998 Average Percentage Spent

$18 million, incurred by Western between 1990-19987

between 1990-1998, excluding 1995-1997, is between $7 and $12 million?

expenditures versus annual capital budget is lowest in the years 1995, 1996 and 1997, with

the exception of 19917

c. Does Mr. Morgan agree that the range of actual and budgeted expenditures

112.4

95.5

d. Does Mr. Morgan. agree that the percentage of actual annual capital

e. Does Mr. Morgan agree that when the years 1995, 1996 and 1997 are




removed from the calculation of the average annual percentage of actual annual capital
expenditures versus ennual capital .budget (an average of the annual percentages), the result is
an average of 99.1%?
f. Does Mr. Morgan agree that direct capital budgets for Western from 1999 to -
2001 are betweevn.$.7 million and $12 million, and not between $14 million and $18 million?
g. Based upon the responses to the a through f above, is it not more likely that
Western's percentage of actual annual capital expenditures to budget would more likely

approximate 99.1% than 92%?

9. Does Ms. Morgan disagree that Western's average annual capital budget from 1999-
2003 is approximately 88.6% of the average annual capital budget for 1990-19987
10. With respect to the adjustment made to overheads o
| a. In general is it likely that the addltlon of one typlcally 51zed capital project
in a given year is likely to significantly increase Western's overhead costs?
B b. ‘In general, is it likely.that the deletion of one typically sized capital project
in a given year is likely to significantly decrease Western's overhead costs?

-.c. Does Mr. Morgan generally agree that the nature of overhead costs, -
including executive, engineering, supervisory and clerical costs, is that they are more fixed
components of costs and, therefore, are generally less avoidable than the capital projects to-
which they are applied?

d. If the answer to c. above is yes, given the more fixed nature of overhead

costs, why is it not reasonable that the percentage of overheads to direct costs would increase

as direct costs decline?




e. If the answer to c. above is no, please explain.

f. Does Mr. Morgaﬁ agree that Western's capital overheads ranged from $4.1
million to $5.6 mﬂlion from 1996 to 1998, but are forecasted by Western. to range from $2.9
million to $3.5 million during 1999 to 20037

g. Does Mr. Morgan agree that Western is. projecting a decline in its capital
overheads from 1996-1998 to 1999-2003?

11. With respect to the "structures and improvements" adjustment:

a. To what types of projects does Mr. Morgan intend to apply: buildings and
offices, or remedial work applicable to piping systems providing for public safety and reliable
service?

b. If the answer to a. above includes remedial work applicable to piping
systems, how does he rationalize this with Western's response to AG DR 2-57

c¢. Did Mr. Morgan intend to eliminate the incremental increase in spending
above 1999 levels on all spcciﬁc projects associated with remedial work on piping systems
providing for public safety and reliable service?

d. Westemn's average annual expenditure in system maintenance and

improvements in its 1990-1998 was $4,011,505. If related spending in 1999 was reduced to. -« -~ -

$2,926,403 due to a planned one-time reduction in such expenditures due to the transition to
new systems, including the Oracle financial project, is it not reasonable that Western would
plan to increase its spending on such projects in subsequent years after the transition?

12. Western's response to Supplemental Response to KPSC DR 1-6 includes the net
effects of the United Cities merger with Atmos.

a. With respect to the adjustment for merger and integration expenses, does Mr.




Morgan deny that Western's ratepayers will benefit from this merger?
b. Does Mr. Morgaﬁ agree that Western's allocation of Shared Services
expenses declined from about 22% prior to the merger to about 18% after the merger?
c. Given Western's return during the test year, what is the savings the
shareholders "enjoy" if the Company does not earn a reasonable returrl1?
13. With respect to Mr. Morgan's lawsuit settlement adjustment:
a. Does Mr. Morgan agree that annual liability insurance premiums may vary
with the annual retention (the deductible)?
b. Does Mr. Morgan agree tilat liability insurance premiums are a recoverable
expense?
14. With respect to the pension expense adjustment:
a. Is Western's pension credit a source of cash Western qan.ai)ply: to its daily
operations in‘ provid{ng sérvice to its customers? | -
b. If Western's annual net periodic pension cost becomes pos@ﬁve does Mr.
Morgan believe that Western is or is not obligated to contribute cash to the pension plan?
c. If Western's annual net periodic pension cost were a $27 million credit due
to the performance of plan assets, would Mr. Morgan recommend that no annual operating
expenses be recognized in the setting of Western's rates?
15. On schedule LKM-17, did Mr. Morgan intend to apply depreciation: expense at
100% ignoring Western's standard practice of capitalizing 4.55% of depreciation?
16. Provide all workpapers and supporting documents not previously provided.
Questions of Richard Galligan:

17. Reference pages 8-9 of Mr. Galligan's testimony and his reference to excerpts
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from Bonbright's Principles of Public Utility Rates, pages 347-348. Does that reference

provide specific opinions on how ‘to allocate "distribution costs"? If, yes, provide the excerpts
regarding those comments.

18. Please provide the workpapers associated with Mr. Galligan's cost of service study
summarized in RAG-1.

19. Reference pages 25-26 lines 26-2 of Galligan's testimony. Does Mr. Galligan
suggest that a sharing ratio other than 90%:10% would more effectively provfde an incentive
to the Company to maximize its flexible rates? Explain.

20. Refereﬁce page 27, lines 5-10. 4Does Mr. Galligan agree that in addition to costs
associated with facilities required by the Commission's customer extension rules the return on
the investment or margin: generated by the extension would also impact the economics of the

extension?

Questions for Steven Estomin:

21. Provide copies of testimony filed by Mr. Estomin in rate proceedings for the last
two years.

.22. Provide.workpapers and source documents utilized in the preparation of exhibit
SLE-1.

Submitted By:

Douglas Walther

Atmos Energy Corporation
P.O. Box 650205

Dallas, TX 75265
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BEFORE THE
COMMONWEALTH OF KENTUCKY
PUBLIC SERVICE COMMISSION

WESTERN KENTUCKY ) Case No. 99-070
- GAS COMPANY )

Direct Testimony of Lafayette ,K' Morgan, Jr.

Introduction and Summary
Q. WOULD YOU PLEASE STATE YOUR NAME AND BUSINESS ADDRESS?

A. M& name is Lafayette K. Morgan, Jr. I am a Senior Regulatory Analyst with Exeter
Associates, Inc. Our offices are located at 12510 Prosperit‘y Drive, Silver Spring,
Maryland 20904. Exeter is a firm of consulting economists specializing in issues

pertaining to public utilities.

Q.. PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND AND
QUALIFICATIONS.
A. I received a Master of Business Administration degree from The George Washington

University. The major area of concentration for this degree was Finance. I received a
Bachelor of Business Administration degree with concentration in Accounting from
North Carolina Central University. I am also a Certified Public Accountant licensed in
tile State of North Carolina.

Q. WOULD YOU PLEASE DESCRIBE YOUR PROFESSIONAL

EXPERIENCE?

A. From May 1984 until June 1990, I was employed by the North Carolina Utilities

Commission (NCUC) - Public Staff in Raleigh, North Carolina. I was responsible for

analyzing testimony, exhibits, and other data presented by parties before the NCUC. 1

Direct Testimony of Lafayette K. Morgan, Jr. Page 1
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had the additional responsibility of performing the examinations of books and records of
utilities involved in rate proceedings and summarizing the results into testimony and
exhibits for presentation before the NCUC. I was also invph{cd in numerous special
projects, including participating in compliance and pmdqnce audits of a major utility and
conducting research on several issues affecting natural gas and electric utilities.

From Jﬁné 1990 until July 1993, I was employed by Potomac Electric Power
Company (Pepco) in Washington, D.C. At Pepco, I was involved in the preparation of
the cost of service, rate base and ratemaking adjustments supporting the company's
requests for revenue increases in the State of Maryland and the District of Columbia. In
addition, I was responsible for preparing Pepco's lead-lag study. I also conducted
research on several issues affecting the electric utility industry for presentation to
management.

In July 1993, I accepted my current position with Exeter Associates, Inc. Since then,
I have been involved in the analysis of the operations of public utilities, with particular
emphasis on utility rate regulation. I have also been involved in the review and analysis
of utility rate filings, focusing primarily on revenue requirements determination. This
work has involved natural gas, water, electric and telephone companies.

HAVE YOU PREVIOUSLY TESTIFIED IN REGULATORY

PROCEEDINGS ON UTILITY RATES?

Yes. I have previously presented testimony and affidavits on numerous occasions before
the NCUC, the Pennsylvanié Public Utility Commission, the Virginia Corporation
Commission, thé Louisiana Public Service Commissiori, the Georgia Public Service
Commission, the Maine Public Utilities Commission, the Kentucky Public Service

Commission and the Federal Energy Regulatory Commission (FERC).

Direct Testimony of Lafayette K. Morgan, Jr. Page 2
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Q.

WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS PROCEEDING?
Exeter Associates has been retained by the Office of Attqmey General (AG) to review the
reasonableness of the level of revenues which Western Kentucky Gas Company (WKG or
the Company) is proposing to charge its customers. In this _testimony, I present my
findings on behalf of the AG regarding certain adjustments to WKG’s test year rate base
and net operating income at present rates. In addition, I also present a summary of the
AG’s findings regarding the current levels of WKG’s earnings and determine the
necessary change in its revenues that is required to produce a overall rate of return on rate
base of 8.94 percent. This return is based on the recommendation of AG witness Weaver.

IN CONNECTION WITH THIS CASE, HAVE YOU PERFORMED AN

EXAMINATION AND REVIEW OF THE COMPANY'S TESTIMONY AND

EXHIBITS?

Yes. I have reyi_ewed WKG’s testimony and exhibits, its rate filing, as well as its
responses to the AG’s and other parties’ data requests.

WOULD YOU PLEASE SUMMARIZE WHAT IS PRESENTED ON THE

ATTACHED SCHEDULES?

Yes. I have prepared a set of schedules which present my findings and recommendations
regarding the Company’s rate base and cost of service. Schedule LKM-1 summarizes my
overall ﬁndirigs regarding cost of service. Schedule LKM?Z'présents a summary of rate
base and my adjustments thereto. Schedule LKM-3 summiarizes my adjustments to
WKG’s net income. Schedule LKM-4 presents a reconciliation of the combined current
income taxes. The remaining schedules show the derivation of each of my adjustments to

rate base and net operating income.

PLEASE SUMMARIZE YOUR FINDINGS.

Direct Testimony of Lafayette K. Morgan, Jr. | vv Page 3




1 A WKG has prqposed to increase its rates to reflect a 9.97 percent overall return on rate
. 2 base. This increase reflects a 12.25 percent return on equity and is based upon the

3 forecasted test slear ending December 31, 2000. As shown on Schedule LKM-1, I have

4 determined the appropriate increase in WKG’s revenues to be $7,417,710. This

5 represents a reduction of $6,709,956 to the Company’s requested revenue increase of

6 $14,127,666. On a percentage basis, the AG proposed revenue requirement represents a

7 . 6.2 percent increase to current rates in comparison with the Company’s 11.7 percent

8 increase in rates.

9 Q. WHAT TIME PERIOD DID YOU USE IN YOUR ANALYSIS OF THE

10 COMPANY’S OPERATING RESULTS?

11 A The Company’s filing included a partially projected based period ending September 30,

12 1999 and a fully forecasted test period ending December 31, 2000. I have based my

13 analysis of the Company's operating results on the forecasted test year ending December
‘ 14 31, 2000. This is the same period used by the Company to determine its requested rate

15 increase in its rate filing, direct testimonies and exhibits.

16 Q.  HOW IS THE REMAINDER OF YOUR TESTIMONY ORGANIZED?

17 A The remainder of this testimony addresses the individual adjustments which I am

18 proposing and is 'j)resented in the order identified in the table of contents to this

19 testimony. For each issue, I will document and explain why it was necessary to make the

20 adjustment.

Direct Testimony of Lafayette K. Morgan, Jr. o Page 4
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ate
Plant in Servi
Q. PLEASE EXPLAIN THE ADJUSTMENT YOU ARE RECOMMENDING TO
PLANT IN' SERVICE.

A. WKG’s plant in service for the forecasted test year is based upon its capital budget ?for?
the year 2000. That budget was developed using the budget for the 1999 fiscal year as a
baseline. Future expenditures were then projected by applying a 3 percent inflation rate,
an overhead rate of 50 percent of direct expenditures and a 36.25 percent structures and
improvement factor. I have made several changes to the level of plant in service for the
forecasted period. First, I have adjusted the level of plant in the 1999 fiscal year budget
since that budget serves as the starting period for the forecasted test year plant in service.
According to documents received from the Company, historically the cost of its
completed plant is 92 percent of the budgeted level. Therefore, I have adjusted the
budgeted plant, which serves as the baseline for the forecasted plant, to reflect the 92
percent completion ratio. This adjustment is necessary to avoid overstating the forecasted
level of plant. |

The second change I have made to plant in service for the forecasted period is to
reflect a 39.5 percent overhead factor. As indicated earlier, WKG applied a overhead
allocation factor of 50 percent of direct construction costs in deriving the forecasted test
year plé‘nt in service. In data reviewed in response to a dat'a request submitted by the AG,
it was determined that historically the overhead level has averaged 39.5 percent of direct
construction costs. Consequently, I have reflected the 39.5 percent factor in my
determination of the forecasted period plant in service. The 39.5 percent factor was used
because it represents a normalized level of overhead costs as compared to the Company’s

50 percent factor which is based upon only one year’s activity. The use of only one year’s

Direct Testimony of Lafayette K. Morgan, Jr. Page 5
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aétivity is of concern because, in any one year, the level of costs could be unusually high
or low. Thus,a severai year average provides a better measure of costs.

The third change made to the level of plant in service forﬁtthe' forecasted test year
involves the inclusion of a structures and improvement faétqr of 36.25 percent. In
determining the le.;vel of plant in service for the forecas/tedvl')eriod, the Company included
structures and improvement based upon the 1999 fiscal yéar budget. WKG also included
an additional level of structures and improvement based upon 36.25 percent of the direct
structures and improvement expenditures in the 1999 fiscal year budget. During the
AG’s investigation in this proceeding, an attempt was made to determine the reason for
the additional costs associated with structures and improvement. The data provided by
WKG did not offer any additional justification for the additional plant. As a resuit, I have
removed these costs from the forecasted level of plant in service.

On Schedule LKM-5, I present the adjustment which captures all the changes I am

recommending to the level of plant in service. This adjustmient reduces rate base by

$6,360,678.
Accumulated Qgp;eéigtiog

WHAT ADJUSTMENT HAVE YOU MADE TO ACCUMULATED
DEPRECIATION?
As a result of the changes I am recommending to plant in service, the level of
depreciation expense will change due to the use of plant in service balances that differ

from that which was used by WKG. The adjustment I am recommending on Schedule

LKM-17 increases rate base by $310,369.
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Accumulated Deferred Income Taxes
Q. HAVE YOU MADE AN ADJUSTMENT TO ACCUMULATE DEFERRED

INCOME fAXES (ADIT) TO REFLECT CHANGES TO THE LEVEL OF PLANT
IN SERVICE AND DEPRECIATION?
No, I have not. However, I acknowledge that the adjustment to plant in service and
depreciation expense may affect the level of ADIT. At the time of preparing my
testimony, I did not have the data that would have allowed me to make the necessary
adjustment. If the data are provided by the Company, I will make the necessary

adjustment.

Allowance for Cash Working Capital

Q.

WHAT ADJUSTMENT HAVE YOU MADE TO THE ALLOWANCE FOR CASH

WORKING CAPITAL?
The Company’s presentation of cash working capital is based upon the formula approach
of one-eighth of Operations and Maintenance (O&M) expenses. Under this approach,
O&M expenses serve as the base on which the allowance for cash working capital is
calculated. Thus, the O&M expenses which serve as the cash working capital base
should not contain éxpenses found to be improper for inclusion in the cost of service, or
expenses removed to reflect a normalized level of costs. Such items are excluded
because, for ratemaking purposes, cash working capital should represent the funds a

utility needs to have on hand to fund the day-to-day utility bpéra'tions. Consequently, it

| would be improper to reflect in the working capital base those O&M expenses that have

been deemed unnecessary in deriving the cost of service. I have made adjustments to the
cash working base to remove such expenses prior to applying the cash working capital
factor. On Schedule LKM-6, I present this adjustment which reduces rate base by
$399,197.
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Q.
A.

N

WHAT\ADJI‘J STMENT HAVE YOU MADE TO .PR}EPAYMENTS?

In the development of rate base, the Company has included the 13-month average balance
of prepaid expensgé. Also, as a component of material and supplies, WKG included the
average balance of merchandise. The cdncept of including prepayments in rate base is a
normal ratemaking practice that is usually accepted by most commissions. However, the
adjustment I am proposing to prepayments is composed of two components. First, as a
result of data requests submitted by the AG, the Cémpany has noted instances where
ther¢ were errors in the filing. These errors involved the balances associated with the CIS
project, the Oracl_e_ data base maintenance, Alliance Gas aqd Ten Alliance Gas. I have
recalculated the average prepayments balance based upon the information provided by the
Company.

The second component of my adjustment involved the removal of costs that are
improper for inclusion in prepayments. In that respect, I have removed the costs
associated with the credit facility fee paid to Nationsbank of Texas. According to the
Company, these costs were included as a component of the short-term debt cost in its cost
of capital calculation. Since these costs are recovered as part of the cost of capital, it is
improper to include them in rate base. Including these costs in rate base would allow the
Company to overrecover them.

With respect to the level of merchandise included in material and supplies, I am
recommending the removal of those costs because merchandise held in material and
supplies is usually associated with non-utility activities. If WKG produces information
that shows that these items are for utility operations, I will withdraw my adjustment. On

Schedule LKM-7, I present this adjustment to rate base which is a reduction of $114,620.

Direct Testimony of L\,alfa'yette‘K. Morgan, Jr. | Page 8
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Rate Case Expense |

Q.
A.

PLEASE EXPLAIN YOUR ADJUSTMENT TO RATE CASE EXPENSE.
In WKG’s _flling, it included a level of rate case expenses based upon a three-year
amortization of rate case éxpense. The Company’s recent history indicates that the
frequency of rate cases averages approximately one every four years. Therefore, on
Schedule LKM-8, I am récommending an adjustment that amortizes rate case expenses

over a four-year period. This adjustment reduces operating expenses by $27,500.

Uncollectib S

Q.

COULD YOU EXPLAIN YOUR ADJUSTMENT TO UNCOLLECTIBLE

EXPENSE?

Yes. In determining the level of uncollectibles for the forecast period, WKG compared
the uncollectible expense level in the base year budget with the actual level of
uncollectibles for fiscal year 1998. Because the level of uncollectibles was higher during
fiscal year 1998, the Compahy assumed that uncollectibles would be higher than it had
budgeted, and made an adjustment to increase uncollectibles. The Company did not
provide any specific reason for its assumption of higher uncollectible, neither could it
provide any accounts receivable aging analysis for the period to support the assumption of
an increase in uncollectible expense.

I have made an adjustment to uncollectible expense because I do not believe the
Company has properly supported its claim for increased expenses. Moreover,
uncollectible expense is the type of cost that has a tendency to fluctuate from year to year.
Hence, it is riot reasonable to project that cost based upon only one year’s activity. The
adjustment I am recommending to uncollectible expense is based upon the average

uncollectible ratio of .40 percent for the last five years. - This is the same ratio used by
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WKG in its calculation of the gross revenue conversion factor. The use of this ratio
results in a reduction to uncollectibles expense of $234,223, and this adjustment is

summarizeci 6n Schedule LKM-9,

I awsuit Settlement Costs

Q PLEASE EXPLAIN YOUR ADJUSTMENT TO LAWSUIT SETTLEMENT
COSTS. |
A. WKG included in its forecasted test year O&M expenses a five-year amortization of a

lawsuit settlement. The lawsuit was the result of a natural gas incident involviﬁg the
Company in Danville, Kentucky. The amortization of these costs began in October 1998
" and the amount included in the forecasted test year is $189,789.

On Schedule LKM-10, I am recommending an adjustment that removes the entire
amortization amount from the revenue requirement. This adjustment is necessary
because these costs are related to a prior period and not current test year costs. Recovery
of these costs\w_o‘uld constitute retroactive ratemaking. Alsd, WKG has not demonstrated
why it is appropriate for ratepayers to pay these costs. Additional information on the
lawsuit was sought, but was not provided. Without additional information, it is difficult
to assess whether these costs should be in the cost of service. Furthermore, the
Commission has not authorized the deferral and amortization of these costs. Therefore,

these costs should not be recovered.

Merger-Related Costs _
Q. WHAT ADJUSTMENT HAVE YOU MADE TO MERGER-RELATED COSTS?
A. In WKG’s operations and maintenance costs, it has included $306,000 associated with

merger of Atmos Energy Corporation and United Cities Gas Company. The merger of

the two companies was announced in July 1996. As a result of the merger, merger and

Direct Testimony of Laféyette K. Morgan, Jr. ' Page 10
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integration costs were incurred as well as separation and other costs. In its 1997 Annual
Report to Shareholders, the Company stated:

There are substantial longer term benefits to our customers and our

shareholders from the merger of the two companies, which the company

expects to result in cost savings over the next 10 years totaling about

$375 million. The company believes a significant amount of the costs to

achieve these benefits will be recovered through rates and future

operating efficiencies of the combined operations, and therefore, the

company recorded the costs of the merger with and integration of United

Cities as regulatory assets. However, the company established a general

reserve of approximately $20 million ($12.6 million after-tax) to account

for a portion of the costs that may be shared by our shareholders for their

portion of the benefits. :

The adjustment I am proposing is associated with the $20 million costs that the
Company indicated that its shareholders may absorb. There are several reasons why I
believe it is appropriate for shareholders to absorb these costs. First, the Company has
recognized that it may be appropriate for shareholders to absorb these costs because of the .
expected benefits of the merger. Second, since the merg’grbf the two companies, WKG’s
rates have remained unchanged. Therefore, any cost savings that the company has
enjoyed went directly to shareholders. Third, these costs are outside the test period.
There has been no orders from this Commission that authorized the Company to defer
these costs for future recovery. Therefore, the recovery of these costs would amount to a

retroactive recovery of prior period costs. On Schedule LKM-11, I present this

adjustment which reduces operations and maintenance expenses by $306,000.

Shared Services Unit Costs

A.

PLEASE EXPLAIN YOUR ADJUSTMENT TO THE SHARED SERVICES UNIT
COSTS. |
The Shared Services Unit (Shared Services) established by the Company serves as
organization within Afmos that perform functions and tasks that benefit more than one of

the business units. Costs are either allocated to the business unit, if those costs are related
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to activitiés that benefit more than one business unit, or the costs are directly charged to
the business unit that is associated with the activity that causéd the costs. As aresult, in
the operating expenses of each business ﬁnit such as WKG, there is a level of costs
associated with charges from Shared Services.

During my review of the Shared Services’ costs included in the forecasted test
period, there were certain costs that, in my view, should nof be included in the cost of
service in this proceeding. The first category of costs are associated with lobbying
activities. The Governmental Services Department within Shared Services is charged
with two broad areas of activities: (1) Legislative Research, Administration and Issue

Coordination, and (2) Lobbying and Political Campaigns. Under traditional ratemaking

- practices lobbjiing costs are not included in expenses for ratemaking purposes. As a

result, I have removed the costs associated with lobbying. In deriving the amount
associated lobbying, I have first removed the direct costs related to lobbyists that were
included in the Governmental Services budget. The other component of the lobbying
expenses amounts to 50 percent of the Governmental Services department’s non-lobbying
costs. These costs include other costs associated with the operation of the department
such as supplies, travel, etc. I have removed 50 percent of these costs as a measure of
other costs associated with lobbying activities. Since the department serves two broad
areas, I have assumed a 50/50 division of the costs.

The otheriéosts I am removing from O&M expenses is associated with the
Information Technology department. Data reviewed during this proceeding suggests that
the Company has included costs of temporary labor associated with the mainframe
Support during the implementation of the IT strategy. According to the Company, the IT

strategy is related to the Oracle/Orbit conversion and should be complete before the

Direct Testimony of Lafayette K. Morgan, Jr. o Page 12




forecast period. Thus, these costs should not be included as a component of the

forecasted test year. Therefore, I am recommending an adjustment to remove these costs.
On Schedule LKM-12, I present an adjustment that summarizes the two categories of
costs that I have discussed. This adjustment results in a $127,563 decrease in operations

and maintenance expenses.

PSC Assessments
Q. WHY HAVE YOU MADE AN ADJUSTMENT TO PSC FEES?

A.

I have made an adjustmént to remove costs associated with out-of-period costs that were
included in the cost of service. In WKG’s filing, it attempted to reflect the expected
decease in its PSC assessments. However, in the Company’s calculation of the decrease
it excluded the costs associated with the 1997 assessments paid in 1999 and the
assessments to be expensed during October through December of 1999. Since both of
these amounts are associated with periods other than the forecasted test year, I have
removed them from the PSC assessments for the forecasted test period. I have made this
adjustment because it is important when setting rates that the cost of service reflects only
an annual level of costs. On Schedule‘LKM-l3, I present this adjustment which

decreases the cost of service by $51,161.

Pensions Expense

Q.
A.

PLEASE EXPLAIN THE ADJUSTMENT TO PENSIONS EXPENSE.
For financial reporting purposes, WKG records pensions expense based upon Financial
Accounting Standards Board Statement No. 87 (FASB 87). Under FASB 87, the level of
pension expense recorded during a given period is measured so that the costs are
recognized during the period when the obligation is incurred by the employee service.
The FASB 87 costs that are recognized during the accounting period are détermined

through an actuarial study that considers several factors including age, benefits and the
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assets of the pension plan. Based upon FASB 87, WKG’s budget for the forecasted test
year in\cluded a pension expense credit of $853,000. Stated differently, WKG’s budgeted
pension expense was a negative $853,000. The pension expense is a credit because the
pension plan i§ in an overfunded position due to a reduétion in the number of eligible
employees and the performance of the pension plan assets. |

The Coinpany has proposed an adjustment to remove the negative pension expense,
and thereby reflect a pension expense of $0 (zefo) for the forecasted test year. According
to the Company, the adjustment was made so that it will not flow back cash to ratepayers
since it does not receive any cash from the pension plan. The Company states that it will
set pension expense to $0 for the period rates from this proceeding are in effect regardless
of the amount WKG records on its book for pension expense.

DOES REFLECTING THE $853,000 CREDIT PENSION EXPENSE RESULT IN

A FLOW BACK OF FUNDS HELD IN THE PENSION PLAN TRUST?
No. The pension expense credit of $853,000 does not mean that funds are flowing out the
pension plan trust fund. The credit of $853,000 reflects the current pension expense
under the accrual basis and is not a transfer of funds from the trust fund. As I indicated
carlier, under FASB 87, pension expense is calculated under the accrual basis to reflect
pension costs as incurred. However, the credit expense is the current level of pension
expense under FASB 87 rules.

IS THERE AN INCONSISTENCY IN THE COMPANY’S APPLICATION OF

FASB 87?
Yes, there is an inconsistency in the Company’s position. in response to AG Data
Request 2-11, WKG stated:

The company follows FAS 87 for pension accounting
purposes and recognizes pension costs on an accrual basis,

such that financial statements match costs with the period
in which employee service is rendered. Similarly, for
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Q.

ratemaking purposes, the Company follows the accrual
method to the extent that pension expense is positive, thus
funding today’s pension costs from today’s rates.

Essentially, the Company is being arbitrary in its selection of its choice of accounting
methods. While for ratemaking purposes the Company may choose which method of
accounting for pensions it prefers, it must apply that method on a consistent basis and not
be allowed to switch back and forth based upon the revente impact.

IS THERE A REASON TO SINGLE OUT THE PENSION EXPENSE CREDIT

FOR A DIFFERENT ACCOUNTING METHOD?

No. The reasons for the pension expense overfunding is the performance of the pension
plan assets and a change in the eligible number of employees. There are also other factors
that affect pension expense. In fact, in the response to AG. Data Request 2-11, WKG
states the following:

Other pension cost elements include: the discount interest cost

associated with payment of future benefits, actual return on plan

assets, gains and losses associated with changes in projected

benefit obligation or plan assets resulting from experience different

than projected, service cost for today’s employees amortization of

unrecognized prior service cost, and transition obllgatlons at the

date of implementation of FAS 87.
Regardless of whether the pension expense is a debt or credit; the Company’s pension
expense is still subject to all cost factors that the Company has listed. Therefore, to treat
a credit expense differently is without merit.

To further illustrate the point, assume the Company’s budget reflected an $853,000
(positive) pension expense. Under the position stated by WKG, it would reflect pension
expense for ratemaking purposes under SFAS 87. However, any of the cost factors it
listed could changé and cause pension expense to decrease or increase. As can be seen,

the cost factors are relevant not only when costs are negative.

HOW HAVE YOU QUANTIFIED YOUR PENSION EXPENSE ADJUSTMENT?
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During my review, I requested support for the pension expense amount included in the
Company’s bu;\lgét, and the Company provided the 1999 actuarial estimate. I have used
the 1999 ac‘;uat\i‘al estimate because it is the most recent estimate of pensions costs. I
have therefore niade an adjustment to reflect pension vexblensje based upon FASB 87. This

adjustment is presented on Schedule LKM-14 and it reduces operations and maintenance

expense by $2,272,501.

Payroll Expenses

Q.
A.

WHAT ADJUSTMENT HAVE YOU MADE TO PAYROLL EXPENSES?
The Company has indicated that the cost of service has been adjusted to reflect a full
complement of employees. The Cémpany states that it plans to hire additional employees
to increase its employee level from the base period level of 267 erriployees to the
authorized level of 282 employees. I am proposing an adjustment to reflect the base year
actual level of 258 employees.

WHY HAVE YOU REFLECTED THE BASE YEAR LEVEL OF EMPLOYEES?

There are three reasons why I believe that it is inappropriate to reflect a full complement
of employees. First, historically the Cdmpany has maintained a level of employees that is
less than a full complement. In fact, this phenomenon is not unique to WKG. Because of
employee attrition and other factors, almost no company can maintain a full complement
of employees yéar round. Therefore, it would be inappropriate to build into rates a level
of costs that is'not attained.

Second, the .Company has not hired these employees nor does it have a firm plan for
hiring these employees. Consequently, these costs are not known and certain.

Finally, the actual level of employees has decreased during the base period to 258
employees. This suggests that the level of employees included in the cost of service isv

already higher than that which will exist during the rate effective period.
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1 Because of these reasons, [ am presenting an adjustmgnt on Schedule LKM-15 to ‘
‘ 2 reduce payroll expense by $586,455. |
3 Q. IF THE LEVEL OF EMPLOYEES THAT YOU ARE INCLUDING IN PAYROLL
4 REFLECTS LESS THAN FULL COMPLEMENT, HAVE YOU REMOVED THE
5 COST OF‘ CONTRACTOR LABOR THAT MAY DO THE WORK RELATED TO
6 THE VACANT POSITIONS? |
7 A. No. I have not removed any contractor labor costs that are included in the test year. In so
8 | doing, I have recognized that there are times when the work load may require the use of
} 9 temporary employees.
10 Benefits Expense |
11 Q. PLEASE EXPLAIN YOUR ADJU STMENT TO BENEFITS EXPENSE.
12 A The Company’s filing includes benefits expense for the additional employees needed to
13 meet a full complement. In addition, the Company includes benefits expense to reflect 23
‘ 14 percent of payroll costs. I have made an adjustment to remove the benefits associated
15 with the additional employees, consistent with my adjustment to payroll expense. Since
16 the employees are not included in the cost of service, it is proper to remove fhe associated
| 17 costs. In addition, I have revised the postretirement benefits component to reflect the
’ 18 most recent costs associated with those benefits. On Schedule LKM-16, I present this
19 adjustment which increases operations and maintenance expense by $550,458.

20 Depreciation Expense

21 Q WHY HAVE YOU ADJUSTED DEPRECIATION EXPENSE?

22 A The level of depreciation expense included in the cost of service by WKG was based

23 upon its level of plant in service. Since I have adjusted the level of plant in service, it is
24 necessary to make the corresponding adjustment to depreciation expense. On Schedule
25 LKM-17, I present this adjustment which reduces depreciation expense by $310,369.
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Payroll Taxes

Q. WHAT ADJU STMENT ARE YOU PROPOSING TO PAYROLL TAXES?

A. As aresult of the adjustment I am recommending to payroll expense, | am recommending
an adjustment to payroll taxes to reflect the decrease in the level of payroll. On Schedule
LKM-18, I present this adjustment which reduces payroll taxes by $74,956.

Interest Synchronization |

Q. PLEASE SUMMARIZE YOUR ADJUSTMENT TO PROVIDE FOR A

SYNCHRONIZED INTEREST DEDUCTI.ON.

A. As presented on Schedule LKM-19, I have applied the weight cost of debt as
recommended by witness Weaver to my recommended level of rate base. This results in
a reduction in synchronized interest deductions of $287,926 and a corresponding increase
in income taxes of $116,214.

Demand Side Management Progr

Q. DO YOU HAVE ANY COMMENTS WITH RESPECT TO WKG’S REQUEST

FOR A DEMAND SIDE MANAGEMENT (DSM) SURCHARGE?

A. The Company has requested to implement a DSM surcharge to recover DSM costs from
its customers. The Company has broken the DSM costs to be recovered into two
components -- past DSM costs arising out of the last rate case, and prospective costs to be
incurred if the DSM expenditures proposed in this proceeding are approved. I have been
advised by counsel that the Attorney General’s Office has taken the position that the past
DSM costs are not eligible for recovery and should not be allowed as part of any DSM
surcharge arising out of this proceeding. With respect to the prospective charge, the
Attorney General’s Office reserves the right to address this issue later in brief.

Q. DOES THIS CONCLUDE YOUR TESTIMONY?

A. Yes, it does.
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WESTERN KENTUCKY GAS COMPANY

Summary of Rate Base Adjustments
For the Test Year Ending December 31, 2000

Rate Base per Company Filing

AG Adjustments:
Adjustment to Materials & Supplies and Prepayments

Adjustment to Allowance for Cash Workmg Capital
Adjustment to Plant In Service
Adjustment to Accumulated Depreciation

Total AG Adjustments

AG Adjusted Rate Base

Case No. 99-070
Schedule LKM-2
Page 2 of 2

Amount

$130,484,159

($114,620)
(399,197)
(6,360,678)
310,369

(86,449,506)

$124,034,653




WESTERN KENTUCKY GAS COMPANY

Summary of Adjustments to Net Income
For the Test Year Ending December 31, 2000

Net Income per Company

AG Adjustments: .
Adjustment to Remove Merger & Integration Expenses

Adjustment to Remove Amortization of Lawsuit Settlement
Adjustment to Uncollectible Accounts Expense
Adjustment to Pension Expense

Adjustment to PSC Assessment Fees
Adjustment to Rate Case Expense

Adjustment to Shared Services Expense
Adjustment to Payroll Expense

Adjustment to Employee Benefits

Adjustment to Depreciation Expense
Adjustment to Payroll Taxes

Interest Synchronization

Total AG Adjustments

Total Adjusted Income per AG

Case No. 99-070
Schedule LKM-3
Page 1 of 2

Amount

$4,630,553

$182,491
113,185
139,685
1,355,263
30,511
16,400
76,075
349,747
(328,279)
185,096
44,702
(116,214)

$2,048,662

$6,679,215




SI1T°6L9°99 o8 IPE 1S  £88°6T8°IS 8ESYYL'6S  689°68€°€TS  8SI°TTS'LLS 6TEEOSOTIS DV 1ad suroouy paysnipy [e10]
799°'840°CS$ L6ET8STS  (L11°9TI$) (69c°01€8)  (€LS°€61°€S) 0S$ 0$ susunsnipy DV [e10],
wi1zootn) Y1911 0 0 0 0 0 UONEZIUOIYIUAS 153193u]
0L ¥ST0€ (9s6°vL) 0 0 0 0 saxe], [[0iAed 0 uaunsnlpy
960°S81 €LTSTI 0 (69g‘01€) 0 0 0 asuadxg uonenaida( 0) Jusunsnfpy
(6LT°82¢) (6L1°C20) 0 0 85¥°0SS 0 0 sigousg sakordwy o} jusunsnipy
LyL 6VE 80L°9€T 0 0 (ss¥98¢S) 0 0 asuadxq [[01ked 0} Jusunsnfpy
SLO9L 88V°1S 0 0 (€95°LT1) 0 0 asuadxq SI01AI9S pareyg 0} JusuUnsn{py
00v°91 001°T1 0 0 00s°LD) - 0 0 asuadxs ase)) ajey 0) Juounsnlpy
115°0€ 059°0C (191°19) 0 0 0 0 $39,] JUSUISSASSY DSd 03 usunsnipy
L TASY 8€T'LI6 0 0 (10s°TLTT 0 0 asuadxy uoisusd o} Judunsnipy
asuadxyg syunosdy
$89°6€1 8€5V6 0 0 (€TT¥€D) ] 0 a[quas[odu 01 Jusunsnipy
JUUID[IIAS Nnsme |
S8I°Ell v09°9L 0 0 (68L°681) 0 0 3O uonEZIIOWY SA0WSY 0} JudUnsn(py
sasuadxs uoneidoyuy
16°T81$ 60S°€T1S 03 0$ (000°90€$) 0$ 0$ 29 10819 aaowaY 0} Jusunsnipy
SERUGSAIPY DV
€65°0€9°V$ (155°6£79) 000°CS6°1$ LO6'VSO0IS T9T°€8S°9TS 8CI°TTS'LLS 6TE€0S0T1S Auedwo) 1od junowry
awodu] S9Xe] SWOodUu] SwWodu] uey] asuadxyg sasuadxyg sen SONUIAY
Suneladp [e1spag PO soxe], uonearde N0 PWO peseyomng  Suneradp
1°N % aes
000C ‘1€ 12quaod( Sutpug FeaX I3, 9y} 104
awodu] 3aN 03 sjusunsnipy jo Areurung -
ANVINOD SV ANONLNTN NYELSIM
TJo zadeq

€-NT 2Inpayds
0L0-66 'ON 958D




WESTERN KENTUCKY GAS COMPANY

Case No. 99-070
Schedule LKM-7

Adjustment to Materials & Supplies and Prepayments

For the Test Year Ending December 31, 2000

Prepayments:

Total Western Kentucky 13 - Month Average

Prepayments Reflecting Correction to CIS ‘
& Oracle Data Base Maintenance and Removal

of NationsBank Credit Facility Fee

Total Western Kentucky 13 - Month Average

Prepayments per Company )

Adjustment to Prepayments
Adjustment to Remove Merchandise Included in
Rate Base

Adjustment to Rate Base

Notes:

1/ Calculated based on response to AG Data
Request.

2/ Company Filing Schedule B-4.1, Sheet 2 of 2.
3/ Company Filing, WP B-4.1, Page 2 of 2.

Amount

$357,807 v/

460,653 2/

(102,846)
(11,774) 3/

($114,620)




WESTERN KENTUCKY GAS COMPANY

Adjustment to Rate Case Expense
For the Test Year Ending December 31, 2000

Total Projected Rate Case Expense
Amortization Périod (Years)

Rate Case Expense per AG

Rate Case Expense per Company

Adjustment to O&M Expense

Notes: .
1/ Company Filing, Schedule F-6, Page 1.
2/ Company Filing, Schedule D-2.2, Sheet 2 of 2.

Case No. 99-070
Schedule LKM-8

Amount

$330,000 1/

4

$82,500

110,000 2/

(827,500)




Case No. 99-070
Schedule LKM-9

WESTERN KENTUCKY GAS COMPANY

Adjustment to Uncollectible Accounts Expense
For the Test Year Ending December 31, 2000

Amouht

Adjusted Jurisdictional Revenues Subject to
Uncollectibles
5-Year Average Uncollectible Percentage

$96,089,208 1/

0.40% 2/

Uncolléctible Expense per AG
Forecasted Test Year Uncollectible Accounts
Expense

384,357
618,580 3/

Adjustment to Uncollectible Accounts Expense

(234,223)

Notes:

1/ Company Filing, Schedule D-1, Sheet 1 of 4.

2/ Company Filing, Schedule H, Sheet 1.

3/ Company Filing Schedule C-2.1, Sheet 9 of 10, Account 904.




Case No. 99-070
Schedule LKM-10

WESTERN KENTUCKY GAS COMPANY

Adjustment to Remove Amortization of Lawsuit Settlement
For the Test Year Ending December 31, 2000

Amount
Amortization of Lawsuit Settlement Costs $189,789 1/
Included in Forecasted Test Year '
Adjustment to O&M Expense - ($189,789)

Notes:
1/ Response to AG Data Request No. 2-17.




Case No. 99-070
Schedule LKM-11

WESTERN KENTUCKY GAS COMPANY

Adjustment to Remove Merger & Integration Expenses
For the Test Year Ending December 31, 2000

Amount
Amortization of Merger & Integration Costs $306,000 1/
Included in Forecasted Test Year '
Adjustment to O&M Expense ($306,000)

Notes:
1/ Response to AG Data Request No. 1-165.




Case No. 99-070
Schedule LKM-12

WESTERN KENTUCKY GAS COMPANY

Adjustment to Shared Services Expense
For the Test Year Ending December 31, 2000

WKG : |
Amount 1/ _Allocation Factor 2/ Amount
Temporary Contractors for Implementation
of IT Strategy 4 $374,000 17.70% $66,198
; Lobbying costs in Governmental Services 252,000 15.70% 39,564
‘ 50% of Govt. Affairs'Non-Lobbying Expenses 138,861 15.70% 21,801
Western Kentucky Portion of Costs $127,563
Adjustment to O&M Expense B ($127,563)

Notes:
1/ Response to KPSC Data Request 1-83.
2/ Company Filing, _FR10(9)(u), Schedule 2, Page 2.




Case No. 99-070
Schedule LKM-13

WESTERN KENTUCKY GAS COMPANY

Adjustment to PSC Assessment Fees
For the Test Year Ending December 31, 2000

Amount 1/
1997 Expense Amount - $30,325
Amount to be Expensed during Oct. Nov. & Dec. 20,836
1999 '
‘ : Total Out of Period Amounts 51,161
|
Adjustment to Taxes Other Than Income ($51,161)
Notes;

1/ Response to KPSC Data Request 1-74.




WESTERN KENTUCKY GAS COMPANY -

Adjustment to Plant in Service
For the Test Year Ending December 31, 2000

Average Plant In Service Per AG
Average Plant In Service Per Company

Adjustment to Plant In Service

Notes:
1/ Calculated from data provided by Company.
2/ Company Filing Schedule B-1, Sheet 2 of 2.

Case No. 99-070
Schedule LKM-5

Amount

$242,578,833 1/

248,939,511 2/

(86,360,678)




WESTERN KENTUCKY GAS COMPANY

Adjustment to Allowance for Cash Working Capital
For the Test Year Ending December 31, 2000

Total O&M Expenses per Company Filing
Expen eparately Adjusted:

Pensions Expense

Merger & Integration Costs

Uncollectible Expense

Lawsuit Amortization

Shared Services -

Rate Case Expense

Payroll Expense

Adjustment to Employee Benefits

O&M Expenses subject to Working Capital
Factor

Working Capital Factor

Working Capital Allowance Per AG
Working Capital Allowance Per Co.

Adjustment to Working Capital Allowance

Notes:

1/ Company Filing, Schedule B-4.2, Sheet 2 of 2.

2/ Schedule LKM -3, Page 2.

Case No. 99-070
Schedule LKM-6

Amount

$26,583,262 1/

(82,272,501 2/
(306,000) 2/
(234,223) 2/
(189,789) 2/
(127,563) 2/
(27,500) 2/
(586,455) 2/
550,458 2/

$23,389,689

12.50%

$2,923,711
3,322,908 1/

($399,197)
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WESTERN KENTUCKY GAS COMPANY

Adjustment to Pension Expense
For the Test Year Ending December 31; 2000

Budgeted Pension Expense for the Forecasted

Period

Forecasted Test Year Pension Expense Per

Company

Adjustment to Reverse Company Adjustment

Updated Pension Costs

O&M Ratio

Updated Pension Expense to Be Charged top

0&M

Reversal of Company Adjustment
Additional Adjustment to Reflect Updated
Pension Expense

Adjustment to O&M Expense

Notes: -

1/ Direct Testimony of Western Kentucky
Witness Burman.

2/ Calculated Based on data supplied in response
to AG Data Request No. 1-197.

3/ Company Filing, Schedule G-2.

Case No. 99-070
Schedule LKM-14

Amount 1/

($853,000)

0

($853,000)

($3,255,918) 2/
69.80% 3/

($2,272,501)

853,000

($1,419,501)

($2,272,501)




Case No. 99-070
Schedule LKM-15

WESTERN KENTUCKY GAS COMPANY

Adjustment to Payroll Expense
For the Test Year Ending December 31, 2000

Amount

Adjustment to Remove Cost Associated with 15

Vacant Positions

“as Adjusted by Company ($325,500) 1/
Adjustment to Reflect the Base Year Level of Employees

Revised Forecast Year Payroll Labor Costs ' $11,718,375 2/

Number of Employees 282

Average Payroll Cost Per Employee $41,555

Reduction of Employees During the Base Year 9

Total Payroll Related to the 9 Employees ‘ $373,995

O&M Ratio ' 69.775%

Adjustment to O&M Expense Related to The 9 ($260,955)

Employees

Total Adjustment to Payroll Expense ($586,455)

Notes;

1/ Response to AG Data Request No. 1-173.
2/ Company Filing, Schedule G-2.



WESTERN KENTUCKY GAS COMPANY

Adjustment to Employee Benefits
For the Test Year Ending December 31, 2000

Workers Comp.
Basic Life
Medical & Dental
Disability Ins
ESOP Match
ESOP Other

Subject to Payroll Level
Postretirement Benefits Other Than Pensions

Total Employee Benefits
O&M Ratio

O&M Benefits Expense
Benefits Expense Per Company

Adjustment to Benefits Expense

Case No. 99-070
Schedule LKM-16

Amount 1/

$150,000
57,886
1,170,288
58,999
445,277
19,350

$1,901,800
1,583,200 2/

$3,485,000
69.774%

$2,431,624
1,881,166 3/

$550,458




Storage Plant

Rights of Way
Compression Stat Equip
Meas. & Reg Equip
Other Structures

Well Construction

Well Equip

Leaseholds

Storage Rights

Field Lines

Tributary Lines
Compression Stat. Equip
Meas. & Reg Equip
Purification Equip
Subtotal

Transmission Plant

Rights of Way

Structures &Improvements.
Other Structures

Mains

Meas. & Reg Equip
Subtotal

Distribution Plant
Right Of Way
Structure & Improvements T.B
Improvements
Land Rights
Mains
Meas.& Reg. Sta.Equip. Gen.
Meas.& Reg. Sta.Equip. TB
Services
Meters
V&P Gauges
Meters Installations
Regulator Services
Regulators Relief

“ House Reg. Installations
Ind. Meas. & reg. Sta Equip.
Subtotal

General Plant
Structures & Improvement
Improvements
Air Conditioning Equipment
Imp to leased Premi
Office Furniture & equipment
General Office Equip
Office Machines
Transportation Equip
Trailers
Tool& Work Equipment
Dichers
Backhoes
Welders
Communications equip. - phones
Communications equip. - fixed radios
Communications equip. - mobile
C ications equip. - tel ing phones
Misc. equip
Other tangible property
Other tangible property - CPU
Other tangible property-MF Hardw
Other tangible property-PC Hardw
Other tangible property- PC Softw
Other tangible property-appl. Softw
Other tangible property- System Softw
Server Hardware
Server Software
Network Cost

_ Start up Cost

Subtotal
Total

WESTERN KENTUCKY GAS COMPANY

Case No. 99-070
Schedule LKM-17

Adjustment to Depreciation Expense
For the Test Year Ending December 31, 2000
Adjustment to
Plant in Service Plant in Service Dep Depreciati
Per AG Per WKG Adjustment Rate Expense
$4,682 $4,682 $0 0.92% $0
121,265 121,774 (509) 1.93% (10)
23,138 23,138 0 1.93% o -

144,554 144,554 0 1.93% ]
2,196,476 2,172,800 23,676 2.71% 642
535,976 579,991 (44,015) 2.71% (1,193)
178,530 178,530 0 0.30% 0
54,614 54,614 0 1.83% 0
235,436 261,841 (26,405) 135% (356)
222,764 228,934 (6,170) 1.35% (83)
470,685 470,685 0 1.51% 0
288,851 288,851 0 2.06% 0
239,930 239,930 0 1.30% 0
$4,716,901 $4,770,324 ($53,423) ($1,001)
$403,419 $403,419 $0 0.89% $0
14,797 32,921 (18,124) 1.3% (252)
69,172 69,172 0 1.3%% 0
19,363,672 19,441,293 (77,621) 127% (986)
2,961,525 2,995,622 (34,097) 2.28% 717
$22,812,585 $22,942,427 (5129,842) ($2,015)
$44,872 $44,872 -$0 1.68% $0
106,376 106,376 [ 1.95% 0
7,518 7,518 0 1.95% 0
46,591 46,591 0 1.95% 0
73,059,579 75,047,099 (1,987,520) 2.3%% (4,502)
2,123,884 2,363,549 (239,665) 249% (5,968)
1,815,076 1,917,181 (102,105) 2.57% (2,624)
45,146,574 45,854,769 (708,195) 6.86% (48,582)
18,176,022 19,396,585 (1,220,563) 335% (40,889)
109,524 109,524 0 3.35% 0
14,303,236 14,560,567 (257,331) 3.06% (7,874)
3,430,387 3,733,713 (303,326) 2.85% (8,645)
581,749 481,545 100,204 2.85% 2,856
163,937 166,402 (2,465) 337% (83)
3,156,244 3,211.613 (35,369) 2.73% 1,512
$162,271,568 $167,047,904 ($4,776,336) ($160,823)
$316,621 $316,621 $0 2.12% $0
64,111 64,111 0 2.12% [}
9,77 9,771 ] 2.12% [
2,375,392 2,504,775 (129,383) 5.00% (6,469)
2,474,399 2,550,590 (76,191) 7.05% 5,37)
15,072 16,898 (1,826) 0.00% .0
383,054 405,141 (22,087) 7.05% (1,557)
6,037,718 6,054,009 (16,291) 8.92% (1,453)
165,970 165,970 0 8.92% 0
3,074,366 3,082,589 (8,223) 3.28% (270)
831,023 853,615 (22,592) 2.7%% (630)
706,023 706,023 0 2.7% 0
92,413 92,413 0 2.7% 0
1,231,414 1,293,379 (61,965) 5.21% (3,228)
32,278 28,653 3,625 521% 189
58,023 68,220 (10,197) 521% (531)
114,695 114,695 0 5.21% 0
141,044 153,632 (12,588) 10.94% (1,377)
9,866 11,061 (1,195) 0.00% ]
175,274 196,508 (21,234) 0.00% 0
592,179 607,494 (15,315) 119% (182)
3,476,604 3,551,824 (75,220) 18.51% (13,923)
491,929 546,060 (54,131) 15.85% (8,580)
19,453,317 20,278,490 (825,173) 12.50% (103,147)
448,223 502,523 (54,300) 0.00% 0
695,971 695,971 ] 14.29% 0
228,311 228311 "0 14.29% 0
332,234 332,234 0 14.29% 0
5,696,831 5,696,831 0 8.33% 0
($146,531)

(8310,369)



Case No. 99-070
Schedule LKM-18

WESTERN KENTUCKY GAS COMPANY

Adjustment to Payroll Taxes
For the Test Year Ending December 31, 2000

Amount 1/

Reduction in SUTA due to decrease in ($552)
Employees

Reduction in FUTA due to decrease in ($1,288)
Employees

Average Labor Cost per Employee $41,555
Reduction in Employee Level 23
Reduction in Payroll Level o (§955,765)
FICA Rate - 7.65%
Reduction in FICA due to decrease in Employees ($73,116)
Adjustment to Payroll Taxes (874,956)
Notes;

1/ Calculated from data provided in Response to
AG Data Request 1-206.




WESTERN KENTUCKY GAS COMPANY

Interest Synchronization Adjustment
For the Test Year Ending December 31, 2000

AG Rate Base

Weighted Cost of Debt

Adjusted Interelst Deduction

Interest Deduction Per Company
Adjustment to Synchronize Interest Expense

Combined Income Tax Rate

Adjustment to Income Taxes

Case No. 99-070
Schedule LKM-19

Amount

$123,920,033

3.79%

4,696,569

4,984,495

(287,926)

40.3625%

$116,214




LAFAYETTE K. MORGAN, JR.

Mr. Morgan is a Senior Regulatory Analyst with Exeter Associates, Inc. At Exeter, Mr. Morgan
has been involved in the analysis of the operations of public utilities with particular emphasis on
rate regulation. He has reviewed and analyzed utility rate filings, focusing primarily on revenue
requirements determination. This work included natural gas, water, electric, and telephone
utilities.

Education and Qualifications:

B.B.A. (Accounting) - North Carolina Central University, Durham, North Carolina, 1983
M.B.A. (Finance) - The George Washington University, Washington, District of Columbia, 1993

C.P.A. - Licensed in the State of North Carolina

Previous Employment:

1990 to 1993 - Senior Financial Analyst, Potomac Electric
Power Company, Washington, D.C.

1984 to 1990 - " Staff Accountant, North Carolina Ultilities
Commission - Public Staff, Raleigh, N.C.

Previous Professional Experience:

As a Staff Accountant with the North Carolina Utilities Commission - Public Staff, Mr. Morgan
was responsible for analyzing testimony, exhibits, and other data presented by parties before the
Commission. In addition, he performed examinations of the books and records of utilities
involved in rate proceedings and summarized the results into testimony and exhibits for
presentation before the Commission. Mr. Morgan also part1c1pated in several policy proceedings
involving regulated utilities.

As a Senior Financial Analyst with Potomac Electric Power Company, Mr. Morgan prepared cost
of service, rate base, and ratemaking adjustments supporting the Company's request for revenue
increases in its retail jurisdictions. He also prepared the lead-lag study which supported the
Company's cash working capital claim.




Expert Testimony

of Lafayette K. Morgan, Jr.

Kings Grant Water Corripany (North Carolina Utilities Commission Docket No. W-250, Sub 5), .
1984. Presented testimony on rate base, cost of service and revenue and expense
_ adjustments on behalf of the North Carolina Utilities Commission - Public Staff.

W.D. & J.T. Billingsley (North Carolina Utilities Commission Docket No. W-632, Sub 1), 1985.
Presented testimony on rate base, cost of service and revenue and expense adjustments on
behalf of the North Carolina Utilities Commission Public Staff.

Northwood Water Company (North Carolina Utilities Commission Docket No. W-690, Sub 1),
1985. Presented testimony on rate base, cost of service and revenue and expense
adjustments on behalf of the North Carolina Utilities Commission - Public Staff.

Emerald Village Water System (North Carolina Utilities Commission Docket No. W-184, Sub
3), 1985. Presented testimony on rate base, cost of service and revenue and expense
adjustments on behalf of the North Carolina Utilities Commission - Public Staff.

General Telephone Company of the South (North Carolina Utilities Commission Docket No. P-
19, Sub 207), July 1986. Presented testimony on the level of cash working capital
allowance on behalf of the North Carolina Utilities Commission - Public Staff.

Heins Telephone Company (North Carolina Utilities Commission Docket No. P-26, Sub 93),
November 1986. Presented testimony on rate base, cost of service and revenue and
expense adjustments on behalf of the North Carolina Utilities Commission - Public Staff.

Carolina Power and Light Company (North Carolina Utilities Commission Docket No. E-2, Sub
537), March 1988. Presented testimony on rate base, cost of service and revenue and
expense adjustments on behalf of the North Carolina Utilities Commission - Public Staff.

Public Service Company of North Carolina, Inc. (North Carolina Utilities Commission Docket
No. G-5, Sub 246), August 1989. Presented testimony on rate base, cash working capital
allowance, cost of service and revenues and expense adjustments on behalf of the North
Carolina Utilities Commission - Public Staff.

Conestoga Telephone and Telegraph Company (Pennsylvania Public Utility Commission Docket
No. [-00920015), September 1993. Presented testimony on cost of service on behalf of
the Pennsylvania Office of Consumer Advocate.

Louisiana Power and Light Company (Louisiana Public Service Commission Docket No.




U-20925), February 1995. Presented testimony on rate base and working capital issues
‘ on behalf of the Louisiana Public Service Commission Staff.

South Central Bell Telephone Company-Louisiana (Louisiana Public Service Commission
Docket No. U-17949, Subdocket E), June 1995. Presented testimony on rate base and
working capital issues on behalf of the Louisiana Public Service Commission Staff.

Apollo Gas Company (Pennsylvania Public Utility Commission, Docket No. R-00953378),
August 1995. Presented testimony on rate base and cost of service issues on behalf of the
Pennsylvania Office of Consumer Advocate.

Carnegie Natural Gas Company (Pennsylvania Public Utility Commission, Docket No.
R-00953379), August 1995. Presented testimony on rate base and cost of service issues
on behalf of the Pennsylvania Office of Consumer Advocate.

Tennessee Gas Pipeline Company (Federal Energy Regulatory Commission, Docket No.
RP95-112), September 1995. Presented testimony rate base and cost of service issues on
behalf of the Pennsylvania Office of Consumer Advocate.

Virginia-American Water Company (Virginia State Corporation Commission Case No.
PUE-950003), March 1996. Presented testimony on rate base and cost of service issues
on behalf of the City of Alexandria.

‘ GTE North Inc. Interconnection Arbitration (Pennsylvania Public Utility Commission, Docket
No. A-310125F0002), September 1996. Presented testimony on the determination of the
appropriate resale discount on behalf of the Pennsylvania Office of Consumer Advocate.

United Cities Gas Company (Georgia Public Service Commission, Docket No. 6691-U), October
1996. Presented testimony on rate base and cost of service issues on behalf of the Ofﬁce
of Governor, Consumer Utility Counsel Division.

GTE North Inc. (Pennsylvania Public Utility Commission, Docket No. R-00963666 and
R-00963666C001), February 1997. Presented testimony on the determination of the
appropriate resale discount on behalf of the Pennsylvania Office of Consumer Advocate.

Consumers Maine Water Company (Maine Public Utilities Commission, Docket No. 96-739),
May 1997. Presented testimony on rate base, cost of service and rate of return issues on
behalf of the Maine Public Advocate Office.

Pennsylvania-American Water Company (Pennsylvémia Public Utility Commission, Docket No.
R-00973944), July 1997. Presented testimony on rate base and cost of service issues on
behalf of the Pennsylvania Office of Consumer Advocate.




Pennsylvania-American Water Company - Wastewater Operations (Pennsylvania Public Utility
Commission, Docket No. R-00973973), July 1997. Presented testimony on rate base,
cost of service, depreciation and rate design issues on behalf of the Pennsylvania Office
of Consumer Advocate.

Jackson Purchase Electric Cooperative Corporation (Kentucky Public Service Commission, Case
No. 97-224), December 1997. Presented testimony on rate base and cost of service issues
on behalf of the Kentucky Office of Attorney General.

Henderson Union Electric Cooperative Corporation (Kentucky Public Service Commission, Case
No. 97-220), January 1998. Presented testimony on the return of patronage capital on
behalf of the Kentucky Office of Attorney General.

Green River Electric Corporation (Kentucky Public Service Commission, Case No. 97- -219),
January 1998. Presented testimony on the return of patronage capital on behalf of the
Kentucky Office of Attorney General.

Other Projects:

Texas Gas Transmission Corporation (Federal Energy Regulatory Commission, Docket No.
RP93-106), Technical analysis and participation in settlement negotiations on cost of
service, invested capital and revenue deficiency on behalf of the Indiana Office of Utility
Consumer Counselor. '

Natural Gas Pipeline Company of America (Federal Energy Regulatory Commission, Docket No.
RP93-36), Technical analysis and participation in settlement negotiations on cost of
service, invested capital and revenue deficiency on behalf of the Indiana Office of Utility
Consumer Counselor.

Texas Gas Transmission Company (Federal Energy Regulatory Commission, Docket No. RP94-
423), Technical analysis and participation in settlement negotiations on cost of service,
invested capital and revenue deficiency on behalf of the Indiana Office of Utility
Consumer Counselor. '

Lafourche Telephone Company (Louisiana Public Service Commission, Docket No. U-21181),
Analysis and investigation of earnings and appropriate rate of return on behalf of the
Louisiana Public Service Commission Staff.

Natural Gas Pipeline Company of America (Federal Energy Regulatory Commission, Docket No.
RP95-326), Technical analysis and participation in settlement negotiations on cost of
service, invested capital and revenue deficiency on behalf of the Indiana Office of Utility
Consumer Counselor.




Pymatuning Independent Telephone Company (Pennsylvania Public Utility Commission, Docket
No. R-00953502), Technical analysis and development of settlement position in the
Company’s rate case on behalf of the Pennsylvania Office of Consumer Advocate.

Illinois Bell Telephone Company (Illinois Commerce Commission, Docket No. 96-0172),
Technical analysis of the Company’s annual rate filing pursuant to its Price Cap Plan on
behalf of Citizens Utility Board.

Iilinois Bell Telephone Company (Illinois Commerce Commission, Docket No. 97-0157),
Technical analysis of the Company’s annual rate filing pursuant to its Price Cap Plan on
behalf of Citizens Utility Board.

TDS Telecom (Pennsylvania Public Utility Commission, Docket Nos. R-00973892 and R-
00973893), Technical analysis regarding rate base, cost of service, rate design and rate of
return and assistance in settlement negotiations in the Company’s rate case and
alternative regulatory filing on behalf of the Pennsylvania Office of Consumer Advocate.

Appalachian Power Company (Virginia State Corporation Commission, Case No. PUE 960301),
Technical analysis regarding rate base and cost of service and assistance in settlement
negotiations in the Company’s rate case and alternative regulatory filing on behalf of the
Office of Attorney General.

Central Maine Power Company (Maine Public Utilities Commission, Docket No. 97-5 80),
Technical analysis regarding attrition issues in the Company’s Transmission and
Distribution unbundling proceedmg on behalf of the Mame Public Utilities Commission
Staff. ‘ :

Illinois Bell Telephone Company (Illinois Commerce Commission, Docket No. 98-0259),
Technical Analysis of the Company’s annual rate filing pursuant to its Price Cap Plan on
behalf of Cltlzens Utility Board.
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COMMONWEALTH OF KENTUCKY
BEFORE THE

PUBLIC SERVICE COMMISSION

WESTERN KENTUCKY ) Case No. 99-070 -
GAS COMPANY - )

DIRECT TESTIMONY OF RICHARD A. GALLIGAN

I. Introduction

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.
My naﬁe is Richard A. Galligan. I am a principal President with Exeter Associates, Inc.,
a firm of consulting economists specializing in utility econonﬁcs. My business address is
12510 Prosperity Drive, Suite 350, Silver Spring, Maryland, 20904.

WHAT IS YOUR EDUCATIONAL BACKGROUND?
I have two degrees from the University of Wisconsin, inclﬁding a Master’s degree in
economics and, in addition, I completed two years of graduate study at the University of
Minnesota, where I fulfilled all of the course work requirements for the Ph.D. degree.

WHAT IS YOUR PROFESSIONAL EXPERIENCE?
I have taught economics at the University of Minnesbta,‘ the Uhivérsity of Wisconsin,
Mankato State University, and Webster College. In these pbsitic)ns, I taught a wide range .
of coufses covering all aspects of economics.

In January 1975, I joined the staff of the Minnesota Public Service Commission at
the commencement of that commission’s responsibility over gas and electric utility
operations in the State of Minnesota. From 1976 to 1984, I was an economic consultant

specializing in public utility rate regulation of gas, electric and telephone utilities.
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From 1984 until 1987, I was Director of Utilities Division at the lowa State
Commerce Commission and Executive Director of the Texas Public Utility Commission.
At Iowa, my responsibilitiés included the management and administration of all Utilities
Division activities regarding the regulation of gas, electric and telephone utilities
operating in the State of lowa under Iowa State Commerce Commission jurisdiction. At
the Texas Pubiic Utility Commission, I was responsible for the management and day-to-
day administration of that Commission’s regulatory activities regarding all aspects of its
jurisdictional responsibilities. I alSo served briefly as General Manager of Rates &
Regulatory Affairs at Gas Company of New Mexico before assuming my present position

at Exeter Associates, Inc. in October 1987.

Q. - HAVE YOU PREVIOUSLY TESTIFIED IN REGULATORY PROCEEDINGS ON
UTILITY RATES?
A. Yes. I have previously presented testimony on more than 60 occasions before the Federal

Energy Regulatory Commission (“FERC”) and the public utility commissions of
Alabama, California, éomecticut, Delaware, the District of Columbia, Florida, Georgia,
Idaho, Illinois, Kansas, Kentucky, LQuisiana, Maryland, Michigan, Minnesota, Missouri,
Montana, Nevada, New Hampshire, New Jersey, North Carolina, Ohio, Peﬁnsylvania,
Rhode Island, South Carolina, South Dakota, Tennessee, Texas, and Utah.

Q. ON WHOSE BEHALF ARE YOU TESTIFYING?

A. I am testifying on behalf of the Office of Attornéy General, Office for Rate Intervention
(“Attorney General”).

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY?

A. On June 23, 1999, Western Kentucky Gas Company, Inc. (“Western” or “Company”)
filed its perfected Application to the Commission for a rate adjustment. Western’s

proposed rates would result in test year customer class total gas margin increases of
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$13,633,184 annually. The Company proposes to achieve its $13.6 million margin

increase by increasing its customers’ rates as follows:

Revenue Increase Percentage Increase
Residential $ 9,221,264 38.2%
Firm Commercial 3,330,022 33.0
Firm Industrial 205,277 21.1
Interr. & Carriage 699,398 16.8
Large Interr. & Carriage 177,224 4.9
Total Margin Increase $13,633,185 31.7%

Western arrived at this proﬁosed revenue spread, in part, by adjusting each class’
revenues so as to produce a class rate of return at proposed rates that moves each toward
the overall rate of return based on the Company’s proposed class cost of service study.
Exeter Associates, Inc. was retained by the Attorney General to review the cost of
service stu_dy and rate design proposals reflected in Western’s application. My testimony
presents my findings, conclusions and recommendations concerning the Company’s cost

of service study and rate design proposals.

Q. WHAT CONCLUSIONS HAVE YOU REACHED AS A RESULT OF YOUR
REVIEW AND ANALYSIS?
A Based on the results of my review and analysis, I have reached the following conclusions:‘

 Western’s class cost of service study misallocates major categories of the costs of
providing service, and the results of that study cannot be relied upon as an accurate
indication of class cost responsibilities;

* Average embedded class cost of service studies should be used as guides in the
determination of class revenue responsibilities and class rates;

« Reasonable class cost of service produces do not support the Company’s proposed
rates in this proceeding;

» An across-the-board spread of any Commission-approved rate increase is reasonable;

Direct Testimony of Richard A. Galligan Page 3
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» Western should provide evidence that its Interruptible Service offering is a different
service, in fact, from its firm service and that its Interruptible Service provides
system benefits; and

* The proposed premises charge should be rejected.

* The proposed automatic flow-through between rate cases through a surcharge
mechanism of discounts to flexibly priced customers should be rejected.

« The proposed increase in the monthly customer charge, or base charge, from $5.10 to
$9.00 is unreasonable and should be rejected.

Q. HOW IS THE REMAINDER OF YOUR TESTIMONY ORGANIZED?

A. Following this introductory section, my testimony is divided into three additional
sections. In the first additional section, I detail the reasons that support a finding that the
Company’s recommended class cost of se&ice study produces an unreliable indication of
the costs of serving the various customer classes. The second additional section
addresses class revenue requirement determinations. The final section of my testimony

addresses Western’s proposed rate design.
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o ®
II. Cost Allocation

PLEASE BRIEFLY DESCRIBE THE COST OF SERVICE STUDY SUBMITTED

BY WESTERN IN THESE PROCEEDINGS.

The Company submitted an allocated average embedded class cost-of-service study.
Sometimes an average embedded allocated cost of service study is referred to as a fully
distributed cost study. The performance of such a study requires that every cost included
in the total cost of service be ascribed, somehow, to the customers who allegedly, or to
the best ability of the cost practitioner performing the study to determine, have “caused”
the Company to incur such costs. Customers éause the Company to incur costs by
demanding the services for which the Company incurs costs.

Westérh first functionalized its costs of service into categories including storage,
transmission and distribution. Fixed costs are then classified as being related to
customer, throughput, or demand. Variable costs are genefally classified as throughput
related. Generally, customer related costs were allocated in a manner related to number
of customer; throughput related costs were allocated on throughput volumes; transmission
plant was allocated on peak and average demands; and distribution demand related costs
were allocatc*:d on peak demands. Of Western’s $124 million total rate base, the
Company proposes that $60 million is customer related; $56 million is demand related;
and $6 million of its total plant cost is related to volumes of gas deliveries; and 2 million
can be directly assigned. The allocation of fixed or capacity related costs is the most
controversial aspect of performing an allocated cost of service study.

HOW DID WESTERN ALLOCATE ITS DISTRIBUTION MAINS PLANT

INVESTMENT?

Western allocated its distribution mains plant investment on the basis of the number of

customers in each class and class maximum design day demands. Mains investment, at in
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| 1 excess of $43 million, represents the largest single category of costs on Western’s system,
' 2 as is generally the case for local gas distribution companies (LDCs). If Western’s
3 proposed allocation of total mains cost is to be consistent with the principle of cost ‘
4 causation, then Western’s total mains cost would necessarily have to be caused entirely
5 by the fact that customers exist, and by those customer demands for gas only under design
6 day weather conditions.
7 Q. HOW DID WESTERN ESTIMATE THE AMOUNT OF DISTRIBUTION MAINS
8 ~ INVESTMENT THAT IT BELIEVES IS CAUSED BY THE MERE EXISTENCE
9 OF A CUSTOMER?
10 A Western used the so-called “zero-intercept” method to make its determination of what it
11 believes is a customer component of distribution mains investment. This method
12 regresses pipe size, and the average cost per foot of each given pipe size. The cost per
13 foot of each pipe size utilized is the average cost of the nominal pipe investment cost
‘ 14 | ~ incurred each year over decades and decades of system operations. Based on this
15 relationship, a calculated value of the cost per foot of a hypqtheticai zero-inch pipe is
16 determined. This calculated value is then multiplied by the actual linear footage of
17 distribution pipe on Western’s system. The resulting calculated investment is assumed to
18 be the cost of stringing zero-inch pipe to all the customers on the system and presumably
19 represents the customer cost, since no volumes of gas can actually be delivered through a
20 zero-inch pipe. Western then reasons that the rest of the excess of actual distribution |
21 mains investment cost is related to the cost of the real, positive diameter pipe on the
22 Western system, which was installed, not just to connect customers, but to actually
23 . deliver gas under the customerls most demanding requirements -- design day demands.
24 The entire excess of actual mains cost over the zero-intercept cost presumably represents
25 peak demand related costs in Western’s view. Specifically, based on the zero-intercept
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method, Western alleges that 23 percent of its distribution mains investment was incurred
for no other purpose than to connect customers (i.e., extend its system so it goes to and
past each customer location), thus making them “customer” costs. Western classifies the
remaining 77 percent of distribution costs as demand related, and proposes to allocate
demand related distribution costs entirely on the basis of class design day demands.

IS IT REASONABLE TO BELIEVE THAT A GAS DISTRIBUTION COMPANY

WOULD INCUR DISTRIBUTION MAINS INVESTMENT COSTS SIMPLY FOR

THE PURPOSE OF CONNECTING CUSTOMERS?
No, and especially no for a gas distribution company. Gas distribution companies,
including Western, are under no obligation to extend or enhance their existing systems to
be able to attach prospective customers who would burn no gas. Mains extension
requirements included in 807 KAR 5:022, Section 9 limit the standard distribution mains
extension allowance to 100 feet for a new customer. Western’s tariff at Section 28, Sheet
No. 82, recjuires that the 100 foot extension allowance is dependent on the potential
consumption and revenue being of such an amount and perménence so as to warrant the
capital expenditures involved to make the investment economically feasible. Feasibility
felates to sufficient customer demand for gas deliveries such that the average per unit cost
of delivered gas can competewith alternate energy sources. A deposit, over and above
the costs of the footage allowance can be required when .-an extension would exceed the
footage allowance and be economically infeasible. A gas utility has no obligation to incur
distributionv mains investment costs, and would certainly find it uneconomic to extend its
system in accord with the theoretical basis of the zero-intercept method.

WHEN A PORTION OF DISTRIBUTION MAINS INVESTMENT COST IS

ALLOCATED ON THE BASIS OF THE NUMBER OF CUSTOMERS, HOW

DOES A COST MISALLOCATION RESULT?
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The costs associated with investment in mains is misallocated due to Western’s
introduction into its COS study of the minimum system concept, in this case a zero-inch
system, upstream of services investment and back into the al}ocation of mains investment.
Mains costs are nbt incurred simply to connect customers and thus, dependent on the
number of customers servéd from them, but for the loads placed upoxi them. This is made
clear in the following example: Along one city block are located 10 Residential customers
with a coincident peak demand of one Mcf each. The main running down the street
would have to be capable of delivering 10 Mcf at peak. On another city block is only a

small plastics factory that exhibits a maximum demand of 10 Mcf. The main for that one

" customer has to be sized to deliver 10 Mcf when the plastics factory demand peaks. It is

clear that the mains investment is driven by the loads placed upon it -- not by the number
of customers served from it. Finally, imagine that the plastics factory is torn down to
make room for five large residences, each of which exhibits a demand at time of
coincident peak of 2 Mcf. Again, the main which is sized to deliver 10 Mcf is adequate.
One customer, 5 customers or 10 customers does not determine the amount of mains
investment; rather, mains investment is a function of the loads to be served. A local
distribution utility company is in the business of distributing gas; and is not in the
business of incurring costs to connect customers who use no gas.

DOES ANY RECOGNIZED AUTHORITY AGREE WITH YOUR CONCLUSION

THAT IT IS IMPROPER TO ALLOCATE A PORTION OF THE MAINS

DISTRIBUTION SYSTEM ON THE BASIS OF BEING CUSTOMER RELATED?
Yes. While Western here attempts to derive the costs of zero-inch system, Professor
Bonbright, at péges 347 and 348 of his Principles of Public Utility Rates, utilizing an
example from the electric industry, states:

“But the really controversial aspect of customer-cost imputation arises because of the
cost analyst’s frequent practice of including, not just those costs that can be definitely
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1 earmarked as incurred for the benefit of specific customers but also a substantial
2 fraction of the annual maintenance and capital costs of the secondary (low voltage)
‘ 3 distribution system -- a fraction equal to the estimated annual costs of a hypothetical
4 system of minimum capacity. This minimum capacity is sometimes determined by
5 the smallest sizes of conductors deemed adequate to maintain voltage and to keep ‘
6 from falling of their own weight. In any case, the annual costs of this phantom,
7 minimum-sized distribution system are treated as customer costs and are deducted
8 from the annual costs of the existing system, only the balance being included among
9 those demand-related costs to be mentioned in the following section.
10 Their inclusion among the customer costs is defended on the ground that, since they
11 vary directly with the area of the distribution system (or else with the lengths of the
12 distribution lines, depending on the type of distribution system), they, therefore, vary
13 indirectly with the number of customers.
14 What this last-named cost imputation overlooks, of course, is the very weak
15 correlation between the area (or the mileage) of a distribution system and the number
16 of customers served by this system. for it makes no allowance for the density factor
17 (customers per linear mile or per square mile). Indeed, if the Company’s entire
18 service area stays fixed, an increase in number of customers does not necessarily
19 betoken any increase whatsoever in the costs of a minimum-sized distribution
20 system.
21 While, for the reason just suggested, the inclusion of the costs of a minimum-sized |
22 distribution system among the customer-related costs seems to me clearly
23 indefensible, its exclusion from the demand-related costs stands on much firmer
‘ 24 ground.”
25 Professor Bonbright clearly agrees that distribution costs, except for those costs that can
26 be definitely earmarked to benefit specific customers, are not properly classified as
27 customer costs.
28 Q ARE THERE OTHER REASONS FOR NOT RELYING ON WESTERN’S COST
29 OF SERVICE STUDY THAT RELATE TO ITS UTILIZATION OF THE ZERO-
30 INTERCEPT METHOD APPLICATION?
31 A Yes, my associate, Dr. Steven Estomin has reviewed Western’s application of the zero-
32 intercept method to its distribution system. Based on his discussion of the Company’s
33 particular application of the zero-intercept methodology to Western’s system, I believe
34 the zero-intercept application in this case renders the Company’s cost of service study
35 results invalid. For the reasons discussed in my testimony and in Dr. Estomin’s
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testimony, Western’s misallocation of 23 percent of its distribution mains investment cost
on the basis of number of customers destroys any basis for reliance on that study’s results.

WILL WESTERN EXTEND ITS SERVICE SIMPLY BECAUSE A CUSTOMER

EXISTS?
No. Even under the 100 foot extension rule, Western will not, as a matter of policy,
extend service to a gas cooking only customer without requiring a deposit for the main
extension because the potential consumption is not consistent with warranting the capital
expenditure to make the investment economically feasible. Clearly, the mere existence of
a potential customer will not cause Western to incur any cost of extending its mains
simply for the sake of hooking up a customer that would use no gas.

IS IT REASONABLE TO ALLOCATE A PORTION OF THE MAINS

INVESTMENT COST ON THE BASIS OF NUMBER OF CUSTOMERS?
No. As just discussed, Western will not extend its mains or incur any mains extension
costs merely to hook up a customer who would use no gas. Western will extend its mains
only to serve a customer’s gas requirements, and Western’s policy is that, in practice, a
customer’s request for heat load is essential for satisfying tﬁe “economic feasibility” test
included in its tariff. It is the customer’s load, not the mere existence of a customer that
triggers Western’s obligation to serve. The allocation of mains investment costs on the
basis qf customer load requirements is, therefore,.in accord with the principle of cost
causation. The allocation of mains costs on the basis of number of customers violates the
principle of cost causation. Western’s allocation of 23 percent of its mains investment
costs on the basis of the number of customers violates the principle of cost causation and
destroys any basis for reliance on Western’s cost study results.

WHY DO GAS DISTRIBUTION COMPANIES INCUR DISTRIBUTION MAINS

INVESTMENT COSTS?
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The basic reason, of course, why LDC’s, including Western, invest monies in their
distribution systems is to meet the annual demands for gas by end-use customers. This is
the raison d’etre for the existence of the LDC in the first place. Without sufficient annual
gas usage over which to amortize the annual costs of providing service, there would be no
gas distribution system. Additionally, as I will describe later, a small amount of the total
cost of distribution service is related to installing a system with enough throughput
capacity to meet peak demands as well as annual demands.'

WHY IS IT PROPER TO ALLOCATE DISTRIBUTION MAINS INVESTMENT

ON THE BASIS OF ANNUAL AS WELL AS PEAK DEMANDS?
The allocation of distribution mains investment costs on the basis of both annual and
peak demands is in accord with the principle of allocating costs on the basis of cost
causality. Natural gas is of little or no value to an end user if that gas cannot be delivered
to the location of the gas burning equipment. Western’s distribuﬁon system imparts
locational value to the natural gas delivered across that system by allowing for the
movement of that gas from its acquisition sourc;a to each customer’s location. Western’s
distribution system ekists, and related costs are incurred, to deliver gas to its customers
whenever, over the course of each year, its customers demand gas. In other words,
Western’s system was built and costs were incurred to deliver gas both at the time of peak
system demand and generally throughout the year. Because costs are incurred to deliver
gas generally throughout the year, and additional costs are incurred to meet peak
demands, Western’s delivery costs must be allocated on the basis of both annual and peak
demands if those costs are to be allocated in accord with the principle of cost causality. It

is improper and a violation of the principle of cost causality to pretend that Western

'Because class average demands bear the same relationship as class annual demands, an

allocation of a portion of a utility’s costs on the basis of average demand or annual requirements
is identical.
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incurred 23 percent of its distribution mains investment cost to string pipe to customers
who would use no-gas. And it is improper to reason that the extra costs of meeting peak
demands supports an allocation of total demand related costs of the basis of peak usage
requirements. |

PLEASE EXPLAIN YOUR STATEMENT THAT COSTS ARE INCURRED TO

MOVE BOTH ANNUAL AND PEAK VOLUMES ACROSS WESTERN’S

SYSTEM.

Western’s customers are projected to move approximately 50,014,309 Mcf across

Western’s system during the cost of service study test period. This equates to an average

- demand of about 137,000 Mcf each day. The Company’s estimated non-curtailable peak

day demand is 287,219 Mcf. Western’s actual peak demands are 436,589 Mcf. Western
could not have met its customers’ annual gas demands with a system capability any
smaller than 137,000 Mcf. In other words, if there were no variance in the daily demands
on Western’s system, the capacity of that system would have to be designed to
accommodate the daily movement of 137,000 Mcf just to meet non-curtailable the annual
demands. To meet peak demands, Western’s system capacity must be larger than
137,000 Mcf. Thus, some costs are related to the movement of average demand on the
Western system, and some costs are rélated to the movement of gas when demands are
above the average demand.

Rational investment decision analysis requires the consideration of annual volumes
delivered across a natural gas distribution company’s system. A gas distribution system
would not exist if all demand related costs were the responsibility of peak demands. A
viable gas market is dependent upon the ability to amortize delivery costs over a
sufficient volume of service so as to result in a unit cost that can be recovered from the

price at which gas can be sold and still compete with other energy sources. Western’s
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customer extension policy is entirely consistent with this view. It does not follow that
simply because a system is sized to meet not only average demand but peak demand, as
well, that those peak demands are totally responsible for all distribution demand related
costs. The association of costs with annual as well as peak demands, and the ability to
allocate and recover costs from annual and peak demands for gas is absolutely essential to
the economic feasibility ofa gas delivery system. _

HOW DO THE COSTS OF PROVIDING FOR THE MOVEMENT OF PEAK DE-

MANDS COMPARE TO THE COSTS OF PROVIDING FOR THE MOVEMENT

OF LESSER DEMANDS?
Many of the costs associated with the distribution delivery system do not depend upon
pipe sizes. These costs would inciude surveying, excavation, hauling, pipe bed
preparation, unloadihg and stringing of pipe, municipal inspection, backfill, and
pavement and sidewalk replacement. Since a portibn of total costs does not vary with
pipe size, or are fixed costs, total costs do not inérease at a one-to-one ratio with increases
in maximum demands. The additional costs associated with meeting elevated demands is
generally limited to the cost of the pipe itself. Pipe costs typically comprise only a small
percentage of total mains installation cost. | |

Moreover, throughput capability increases not at a one-to-one ratio with the size of
the pipe, but at a rate equal to the square of the pipe’s diameter. Doubling the diameter of
a pipe, for example, increases its capacity by four times the original capacity. Thus, the
additional costs of providing additional capacity are lower than the average costs of
providing capacity. Thisl means that the costs associated with providing capacity for the
movement of average demands are greater on a unit basis than are the costs associated
with providing capacity for additional demands. Western’s distribution system exists to

deliver annual system requirements. There are costs that are uniquely associated with
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[ o
meeting peak demands, and as such peak demands should bear some cost responsibility.
But the additional costs incurred to meet peak demands tend to be small.
ARE GAS FLOWS DURING THE DESIGN PEAK SO IMPORTANT THAT
WESTERN’S TOTAL DISTRIBUTION SYSTEM COSTS ARE DIRECTLY
RELATED TO, AND CAUSED BY, DESIGN DAY DEMAND
REQUIREMENTS?
No. Peak demands do ﬁot cause all of Western’s demand related mains cost, and it is
wrdng therefore to allocate total demand related costs on the basis of peak demands, as

Western proposes. Only the marginal costs incurred to meet peak distribution demands

above other demands are directly related to peak requirements. The Western gas

_ distribution system simply would not exist if the only demand for gas was the demand

associated withl design day weather conditions, or peak demandé each year. The Western
distribution system exists because the total annual demand for gas is sufficient to warrant
its existence. It is an extreme and erroneous view that the total demand costs associated
with Western’s distribution network are caused by demands at the design peak day. The

allocation of all distribution system demand related costs on the basis of peak demands

would misallocate substantial costs. Because Western’s system exists to deliver annual

gas requirements, but some additional costs are related to the delivery of gas during
periods of elevated demand, it is appropriate to allocate distribution mains on both annual
and peak demands.
PLEASE JUXTAPOSE YOUR VIEWS ON HOW DISTRIBUTION SYSTEM
DEMAND RELATED COSTS SHOULD BE ALLOCATED WITH WESTERN'’S
VIEWS.
Western allocates total distribution system demand related costs on the basis of peak

demands. Western must believe that all costs classified as demand related are costs
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related to facilities installed to meet peak usage requirements 1f it allocation of
distribution mains investment costs is to comport with the priﬁciple of cost causality.
This is wrong. I have shown that there are incremental costs, small though they may be,
associated with building a gas distribution system with sufficient capacity to meet peak
demands, which are higher than average demands. Western erroneously applies this
incremental peak éost circumstance to its total demand classified distribution mains costs.
Ironically, the upshot of Western’s allocation proposal is that no distribution system costs
are allocated on the basis of customer requirements throughout the year, which is the
basic service that Western provides and the very reason Western exists in the first place.
Clearly, Western’s cost allocation scheme, which in fact, allocates no costs on the
primary service (average annual delivery of gas) that Western provides, and without
which the Western distribution system would not exist, violates the principle of allocating
costs in accord with cost causality. On the other hand, an allocation of distribution
system costs on the basis of average demands and on the basis of peak demands certainly
comports with the principle that costs should be allocated to the service units that cause
the costs.

HOW CAN DISTRIBUTION MAIN INVESTMENT COSTS BE PROPERLY

ALLOCATED?
Clearly, the additional costs of providing capacity in order to meet peak demands, as
opposed to lesser demands, should be allocated on a peak demand basis. This would be a
relatively small amount because the marginal capacity costs are small, as discussed
earlier. The distribution system costs that are incurred to deliver annual volumes under
other than peak conditions, should be allocated on annual volumes. I have prepared a
Western class cost of service study that allocates fully 50 percent of Western’s

distribution mains cost on peak demand, and 50 percent on annual usage. Because the
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marginal costs of capacity are small, this allocation of 50 percent of the cost of mains on
the basis of peak demands and 50 percent on the basis of average demands represents a
conservative recognition of annual volumes in the allocatipn of Western’s distribution
mains cost.

HAVE YOU PERFORMED A CLASS COST OF SERVICE STUDY ON THE

WESTERN SYSTEM?
Yes. Exhibit _RAG-1 is a copy of the cost of service study I have performed on the
Western system. By allocating 50 percent of mains investment costs on the basis of
average demand in this study, I have recognized the critical fact that Western’s existence
as a viable business entity relies upon, and thus, its distribution mains investment costs
are caused by, end-user annual gas requirements. I have also recognized that some
additional costs are incurred to install pipe that can flow peak demand requirements in |
excess of average requirements by allocating 50 percent of mains investment costs on the
basis of peak demands. These changes to the Company’s cost study correct significant

misallocations of major cost components of Western’s total cost of service.
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III. Class Revenue Requirements

Q. HOW DO THE RATES OF RETURN FOR EACH CLASS COMPARE UNDER

THE COMPANY’S STUDY AND YOUR REVISED STUDY?

A. The rates of return for each class at Western proposed and the Attorney General proposed

studies compare as follows:

Table 1

Western Natural Gas Company, Inc.
Class Rates of Return
12 Months Ended December 31, 1998

Rate of Return Rate of Return of
Company Attorney

Customer Class Proposed Study General Study
Residential 7.06% 8.23%
Commercial 6.22 6.29
Industrial 14.17 12.39
Interruptible Carriage 18.85 15.61
Large Int./Carriage 9.61 5.40

Total Company 7.93% 7.93%

The results generally show that when costs are allocated on the basis of service units that

cause the costs, smaller residential and general service customers pay rates that more than

cover their allocated share of costs. Larger customer rates fall somewhat or substantially

below their share of the allocated costs of service. This result is not surprising when one

observes the non-gas margins provided by end-users in the customer classes.

Q. MR. GALLIGAN, HOW DO -WESTERN’S CURRENT RATES IN THIS

PROCEEDING COMPARE FOR END-USERS IN THE SEVERAL CUSTOMER

CLASSES?

A. The table below shows the non-gas cost margins for the customer classes at present rates.
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Table 2
Western Natural Gas Company, Inc.
Class Margins
Non-Gas
Class Margin (Mcf)

Residential $1.82
Commercial 1.42
Industrial 12
Interruptible/Carriage | .56

| Large Int./Carriage 26

The margins vary widely, ranging from 26 cents per Mcf for Large Interruptible and
Carriage customers to $1.82 per Mef for residential customers. Rates above marginal
cost are necessary to provide the Company with the opportunity to recover its fixed costs
including a reasonable return on its investment. There has been no showing that the high
margins.paid'by Western’s smaller customers are subsidized by larger customer rates or
are so inadeqﬁatély low as to require an above average inctease in rates, even though
Western’s testiinony is replete with such allegations. |

PLEASE EXPLAIN HOW WESTERN DEVISED ITS APPORTIONMENT OF

PROPOSED GAS BASE RATE REVENUE CHANGE TO CLASSES OF

SERVICE. |
Western utilized its proposed average émbedded class cos"c of service study results asa
guide in arriving at it proposed allocation of its requested rate increase among customer
classes and its proposed customer charges. Observing the calcﬁlated class rates of return
as reported in that study (and Table 1 on page 17 of my testimony), the Company
proposés rates that increase smaller residential and commiercial customers by percentage

amounts that exceed the 6.8 percent average increase, along with less than average
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percentage increases for its larger customers. Western’s revenue increase proposal is not
consistent with study results when costs are properly allocated and is not consistent with
the class margin disparities shown on Table 2.

ARE THE RESULTS OF ANY ONE CLASS COST OF SERVICE STUDY SO

PRECISE AS TO WARRANT EXCLUSIVE USAGE OF THEIR RESULTS IN

THE DETERMINATION OF CLASS REVENUE RESPONSIBILITIES?
No. No average embedded class cost of service study produces singuiarly unique class
cost of service results that are so precise as to warrant total reliance on those results in the
determination of class revenue requirements. I earlier testified that Western believes that
no distribution mains plant investment is related to throughput. This compares to
Western finding that $40.1 million of total plant costs are demand related, the lion’s share
béing essentially fixed costs. In the very first sentence of the section addressing demand
costs in the Fully Distributed Costs chapter of Professor Bonbright’s Princi f Public
Utility Rates, the author states: “We now come to that category of costs, the treatment of
which has made a nightmare of utility cost analysis.”® [Bonbright, 350, footnote
omitted] The allocation of fixed costs, V\"hich are an extremely lafge portion of a local gas
distribution company’s total costs, do not vary with any se’r\"'icé component in the short
run and are very difficult to allocate on a cost-causal basis. "Total reliance on the results
of any one average cost of service study, out of many such studies that cah be performed,
implies a precis’ion that is not possible to produce given the large number of studies that
could be utilized and the huge amount of costs to which judgment, albeit reasoned, must
apply.

HOW SHOULD THE RESULTS OF AVERAGE EMBEDDED CLASS COST OF

SERVICE STUDIES BE USED FOR THE PURPOSE OF DETERMINING CLASS

REVENUE REQUIREMENTS IN THESE PROCEEDINGS?
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A. Class cost of service studies are useful as a guide to determining class revenue

responsibilities. Using fully distributed costs as a guide to determining class revenue
requirements is supported by the imprecision in class cost of service studies related to:

-« the necessity of somehow allocating all costs of service, including costs which do not
vary with the amount of service provided throughout the test period;

e the large amount of fixed costs which must be allocated in a fully distributed cost
study, even though the fixed costs, by definition and operation, do not vary with
service provided during the test year;

e the allocation of many O&M costs on the basis of how plant costs are allocated, the
plant costs themselves being fixed;

 the practical limitation of using three or four functionalization categories which
apply to all costs of service;

 the judgment which must be applied to the allocation of fixed costs which do not
vary with test year service units; and

*  the myriad choices available to the cost practitioner for the allocation of fixed costs
of service.

The i 1mpre01se results attendant to the performance of a fully distributed cost study simply
does not support the slavish determination of class rg:venu_e responsibilities solely on the
basis of any particular study variant.

Professor Bonbright reminds the reader in his text of the skepticism to be afforded
the results of a fully distributed cost study at numerous places in his treatise of the
subject. |

Even those experts who make and defend these apportioned total costs in
rate cases before public service commissions or courts seldom, if ever,
offer them as final measures of reasonable rates and rate relationships.
Instead, they concede that rates which deviate substantially from the cost
apportionments may be justified by a variety of noncost considerations.

... But there remains the question what, if any, significance should be
attached to these fully distributed costs even as guides, or even as points
of departure for rate determination, in view of the admitted fact that they
fail to mark the dividing line between compensatory charges for
particular classes or quantities of service. And to this question, the
customary answers are woefully inadequate. The reply most frequently
offered is that cost of service is only one of several factors to be
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considered in rate structure determination. But this assertion, while quite
valid, is also quite beside the point. For the question at issue concerns
the doubtful meaning and significance of apportioned total costs and not
the weight to be given to a clearly defined specific cost as a basis of rate
making. ‘

... But, what, then is the meaning of total-cost apportionments which
admittedly do not reflect differential or incremental costs and which
therefore fail to make the dividing line between compensatory and
noncompensatory charges for different types of service? The only
plausible answer, in my view at least, is that these apportionments should
be designed to reflect relative differential or incremental or marginal
costs, not absolute costs.?

... Fully apportioned costs, then, should reflect cost relationships, not
absolute costs. But beyond saying that the relationships should be among
incremental or marginal costs, one cannot generalize as to their precise
nature, since in this respect the analyses are not uniform.

... The particular cost relationship apparently sought for by most cost
analysts is one that would measure those rate relationships which could
be called “completely nondiscriminatory.” These hypothetical, cost-
related rates could then be used as points of departure from which to
derive actual rates which would incorporate desirable types and degrees
of discrimination while avoiding discrimination that could be deemed
‘“unjust” or “undue.”

... This chapter began by raising the question what, if any, significance
should be attached to fully distributed cost apportionments as points of
departure for public utility rate making. As a provisional answer, it
suggested that the significance must lie in whatever claim can be made
for the apportioned costs as indices, not of absolute costs but of relative
differential or incremental or marginal costs.

... In my opinion, these merits are so dubious that they fully justify the
skepticism with which utility cost analysis has been received by public
utility companies and public service commissions. The basic deficiency
of this analysis lies in its failure to distinguish between actual cost
finding and mere cost apportionment -- between those costs that can be
imputed to specific classes or units of service by differential cost analysis
and those other costs that should be deemed unallocable from the
standpoint of cost determination even if they are somehow apportioned
as a provisional step in rate determination. This failure seems to be
critical.

Among the more specific deficiencies of the typical fully distributed cost
analysis of the public utility type, three seem to me especially serious. In
the first place, the capacity costs or démand-related costs are usually
derived from book values of plant and equipment that reflect sunk costs
in dollars of original investment, not costs that can be said to vary,
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except in a very indirect way, with present and future increases in plant
capacity.
... In the second place, the cost analyst, faced with the necessity of
apportioning all of his costs among three or four arbitrarily selected -
functional-cost categories, faces dilemmas such as that noted in the
section of this chapter on customer costs.
... And in the third place, most analysts, unwilling to follow the
implications of joint-cost and by-product cost analysis in their treatment
" of demand-related costs, accept some compromise formula of
apportionment, such as one which imputes capacity costs in proportion to
noncoincidental maximum class demand.

[Bonbright, Professor James C., Principles of Public Utility Rates,
Columbia University Press, New York, 1961, footnotes omitted.]

Fully distributed cost of service study results are clearly more properly used as guides in
the ratemaking process than as precise, unique indicators of rates.

HOW SHbULD THE REVENUE INCREASE AUTHORIZED BY THE

CdMMISSION IN THIS PROCEEDING BE SPREAD AMONG THE SEVERAL

| CUSTOMER CLASSES? |

I believe the"Commission should reject Western’s proposed ;éVenue increase spread and
the results df Westem’s fully allocated cost study as a guide to determining class revenue
requirem_enté. ThlS study, with its failure to allocate any distﬁbution fixed costs on the
delivery of annual gas requirements, the primary reason W’eétem exists in the first place,
renders the Cofnpany study results an unreliable indicator of class costs of service. I
recommend, instead, that the Commission utilize ‘the cost study I have performed, which
recognizes the reasonableness of allocéting a portion of fixed distribution mains cost on
average demands, or annual deliveries, the primary service that Western provides, and
allocates a portion of distribution mains costs on peak demands.

Even though the study I have performed is a more reasonable and accurate cost study,
it, as any fully distributed cost study, should be used as a guide to the setting of rates. In

that vein, I believe that a proportional increase in class revenue responsibilities for any
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rate increase ordered in this case would be reasonable. The following table shows the

resulting class revenue responsibilities when each class is responsible for a proportionate

share of the full rate increase requested by Western. Should the Commission authorize a

lesser rate increase, class revenue increases should be scaled accordingly.

Table 3

~ Western Kentucky Gas Company
Class Margins Based on a
Proportional Rate Increase at Western
Proposed Total Costs of Service

Total $42,981,174 $13,633,184

'Source: Response to KPSC Request No. 2, Item 71.

Margins at Proposed Percent
Class Present Rates' Increase Increase
Residential $24,126,628 $7,652,717 31.2%
Firm Commercial 10,085,014 3,198,862 31.2
Firm Industrial 972,788 308,558 31.2
Inter. & Carriage 4,174,173 1,324,005 31.2
Large Inter. & Carriage 3,622,571 1,149,042 312
31.2%
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TV. Rate Design
DOES WESTERN OFFER INTERRUPTIBLE SERVICE?

Yes. Western provides relatively small amounts of interruptible sales service and
substantial amounts of interruptible transportation service that accounts for approximately |
one-half of Western’s annual throughput.
IS THERE A NOTICEABLE, PRACTICAL DIFFERENCE IN THE DELIVERY
~ SERVICE RECEIVED BY AN INTERRUPTIBLE CUSTOMER COMPARED TO
THE SERVICE RECEIVED BY A FIRM CUSTOMER?

No, there is not a noticeable, practical difference in service provided to an interruptible
customer compared to a firm customer. When asked about interruptions on its system,
Western responded that over the past ten years it had interruptions that were limited to a
local area on its system and affected only several customers for parts of a day. [AG Data
Request No. 11, Item 34] Western’s Engineering and Operations personnel have
addressed this area pressure problem, and up-rated the system operating pressures. There
have been no low pressure-caused interruptions since 1995. [AG Data Request 2, Item
23] Moreover, Western’s design day capacity is feported at 287,219 Mcf for its non-
curtailable load. Its peak design day demands including curtailable load is 436,589 Mcf.
While Western experienced design day or cooler conditions seven times between the
period January 1990 to April 1998 on the area served by Texas Gas and three times
during the same period for the area served by Tennessee Gaé, there have been no
interruptioh‘s at all on these peak days. If the transportation customers get their gas
deliQered to Western’s citygates, it is apparent that the capacity on Western’s system is
sufficient to deliver the volumes of gas that Western is required to deliver. Therefore, the
value of an interruption to Western or any difference in cost of providing firm or

interruptible delivery service is not apparent.. Moreover, there used to be some value to a
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utility in being able to use gas purchased by the utility and otherwise flowing to an
interruptible customer during times of interruption. However, under the new, competitive
gas acquisition market, with large customers generally buying their own gas supplies and

gas supplies being available in a daily gas market, the value of interruption for this reason

- is again not apparent.

The more basic quelstion than simply proposing to reduce the price difference only
for its large high load factor customers is whether differences in firm and interruptible
delivery services exist, and whether cost differences warrant the continuation of a
separately tariffed interruptible service offering. Western should be required to file
rebuttal testimony which sets forth any real differences in firm and interruptible delivery
service provided on its system, any cost of service differences that may warrant lower

interruptible rates, and any value of interruptible service offerings to the Company and to

its firm customers.

PLEASE EXPLAIN WESTERN’S PROPOSED LOST MARGIN RECOVERY
RATE PROPOSAL.
Western is proposing to implement a rate change mechanism that would automatically
increase rates for non-discounted sales customers between rate cases to provide revenues

to Western to restore 90 percent of new discounts below normally applicable distribution

charges. Rates wold automatically be adjusted twice each year under the Company’s

proposal.

WHAT DO YOU RECOMMEND?
I recommend that the Commission reject Westerns’ Margin Loss Recovery Rider. Many
things happen between rate cases to increase and decrease revenues and costs. It is
piecemeal ratemaking to automatically adjust rates between rate cases for select cost or

revenue changes. Western’s proposed Rider drastically reduces the Company’s
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incentives to maximize its flexible rates by automatically restoring 90 percent of
additional discounts compared to current rate treatment. Moreover-, the Company’s
proposed adjustment procedures are irrational, lead to counterihtuitive results and are
unfair to sales customers who would be subject to the Lost Margin Rlder surcharges, Ina
data request AG Data Request No. 1, Item 112, Western was asked to calculate lost
margins for an industrial customer whose deliveries would change from 100,000 Mcf at a
15-cent margin to 200,000 Mcf at a discounted 10-ceth margin. Actual margin from this
customer would increase from $15,000 (100,000 Mcf x 15-cent margin rate) to $20,000
(200,000 Mcf x 10-cent margin rate). But Western, while actually receiving increased
margin contribution from this customer, would increase its Lost Margin Rider surcharge
and assess its sales customers an additional $10,000 revenue responsibility under its
calculation procedures. This is illogical, and certainly unfair to sales customers whose
rates weuld increase. Western’s proposed Lost Margin Rider should be rejected.
PLEASE EXPLAIN WESTERN’S PREMISES CHARGE PROPOSAL.
Western proposes to charge new customers requiring a mains and service extension
$13.05 -per month for 15 years. This charge, because it is continually applicable to new
customers for 15 years and applicable to new customers each succeeding year, would
produce the following rate increases between rate cases:

Year 1 $113,496

Year 2 340,056 .
Year 3 576,636
Year 4 794,706

Year 5 1,021,776
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The rationale for this newly proposed Premises Charge is that new residential customer
attachment costs exceed embedded costs. The charge could be updated annually under
the Company’s proposal.

WHAT DO YOU RECOMMEND?

I recommend that the Commission reject the proposed Premises Charge. If there isa
problem under the Commission’s customer extension rules, that problem would, as a
practical matter, generically affect all gas distribution utilities to which the rules apply.
This suggests that a proceeding addressing the generic customer extension rules is a more
appropriate forum to address customer extensions than individual rate cases for select
utilities.

Moreover, there are many solutions to address the concern Western identifies with
regard to the cost of customer extensions, and each of the potential solutions has its own
advantages and disadvantages. For example, Western’s automatic, vintaged Premises
Charge prbpdsal results in various customers paying different rafes depending on when
they contact Western for service, and individuals in the housing market will not know
what additional uti\lity rates they will be subject to, if any at all, if they purchase various
houses for sale in the community. Other possible methods addressing customer
extensions would include assessing developers rather than end-use customers for part of
the cost of ¢xtensions; changing the mains footage allowance; changing the service
allowance and various combinations of these and other possible options.

Since customer extensions are included in the Commission’s rules that generically
apply to all utilities subject to Commission jurisdiction, a generic rules proceeding is a

more appropriate forum for considering the impacts of any changes to the rules on all

parties affected by those rules.
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WHAT IS WESTERN’S RESIDENTIAL CUSTOMER BASE CHARGE

PROPOSAL?
Western is proposing to increase the fixed base charge to residential customers from its
current $5.10 amount to a proposed $9.00 per month amount. This proposal would
increase residential base revenues from $9,465,253 based on the number of customers
included in the Company’s cost of service study to $16,703,388, or by 76 percent.
Almost 80 percent of the rate increase for residential customers is generated by this non-
usage sensitive billing element under the Company’s proposal. This Western proposal
relies, in part, on its total embedded class cost of service study results.

IS THIS PROPOSED 76 PERCENT INCREASE IN THE RESIDENTIAL

CUSTOMER BASE RATE ELEMENT REASONABLE?

No, it is not reasonable. Western’s average cost of service study shows the following

indicated customer costs:

Customer Cost Residential
O&M Expense ' $ 8,383,524
Depreciation & Amortization 2,513,209
Property & Other Taxes 702,041
Income Taxes 1,814,361
Return : 4347011
Total © 17,760,146
Number of Customers 154,661
Customer Cost Per Customer
Per Month $9.57

I propose that the residential customer charge, or base charge, remain at its current-tariff
rate of $5.10 per customer per month. Any increase authorized by the Commission in this

proceeding should be placed on the usage rate component. The table above shows that
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1 costs that can be avoided if a residential customer were to leave Western’s system based
‘ 2 on the Company’s cost of service study do not exceed $8,333,524. Avoided costs are

3 those costs Western would save if a customer left the system. The avoided cost amount

4 includes variable O&M costs associated with a customer’s remaining on the Western

5 system. Since the only way to avoid a customer charge is to leave the Western system,

6 setting the customer charge above avoided costs does not provide a meaningful economic

7 price signal to Western’s end-use customers. Since the current $5.10 customer charge

8 already exceeds the $4.52 avoided costs, I recommend that it remain at its current level.

9 Q DOES THIS COMPLETE YOUR TESTIMONY?

10 A. Yes, at this time.
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ExhibitRAG-1
WESTERN KENTUCKY GAS COMPANY Page 1 of 19
CLASS COST OF SERVICE STUDY
- RATE OF RETURN AT PRESENT RATES
TWELVE MONTHS ENDED SEPTEMBER 30, 1998
Line Firm Firm Firm Interr. & Large
No. Cost Item Total Residential Commercial Industrial  Carriage  Int. & Carr.
(a) (b) (c) (d) (e) (f)
1 Total Operating Margins 44,842,983 24,208,630 10,071,638 1,234,217 3,880,223 5,448,375
2
3 O & M Expense 23,121,835 13,019,693 5,765,974 447,291 1,232,167 2,656,709
5 Deprec. & Amortization 6,486,839 3,117,681 1,484,459 176,974 507,583 1,200,144
6 .
7 Property & Other Taxes =~ 1,908,720 917,290 438,898 53,314 149,093 350,127
8
9 Interest 4,754,687 2438450 1,143,065 116,930 322,474 733,767
10 4 '
11 Pre-Tax Expenses 36,272,081 19,493,114 8,832,396 794,509 2,211,316 4,940,746
12 . ' .
13 Taxable Income 8,570,902 4,715516 1,239,142 439,708 1,668,907 507,629
14
15 Income Taxes 3,459,430 1,903,300 500,149 177,477 673,612 204,892
16 : ‘
17 Return 9,866,159 5,250,666 1,882,058 379,161 1,317,769 1,036,504
18
19 Rate Base 124,468,624 63,833,971 29,923,254 3,061,015 8,441,759 19,208,626
20 , ’ :
21 Rate Of Return 7.93% 8.23% 6.29% 12.39% 15.61% 5.40%
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RICHARD A. GALLIGAN

Mr. Galligan is a principal in Exeter Associates, Inc. He is an economist specializing in public
utility regulation. Areas of expertise include rate structure, cost of service, and revenue
requirements. Mr. Galligan has assisted numerous clients with their acquisitions of natural
gas.

Mr. Galligan has given expert testimony on approximately 90 occasions before more than a 25
federal and state regulatory authorities. He has testified in electric, gas, and telephone
proceedings on matters which include rate base, revenues, expenses, average and marginal cost
studies, integrated resource planning, cost structure, and rate design. He has also prepared
reports for state regulatory authorities dealing with matters of rate design, cost of service, and
regulatory standards. Mr. Galligan has assisted the Defense Fuel Supply Center, the U.S.
Army, and other Department of Defense installations in the competitive procurement of natural
gas. :

Education:
B.S. (with senior honors) - University of Wisconsin, 1965. |
M.S. (Economics) - University of Wisconsin, 1966.

Ph.D. (Economics) - University of Minnesota, 1968; completed
all course work.

Previous Employment:

March 1987- General Manager, Rates and Regulatory
Sept. 1987  Affairs, Gas Company of New Mexico.

1985-1987 -  Executive Director, Texas Public Utility Commission.
1984-1985 - Utilities Division Director, Iowa State Commerce Commission.

1981-1984 - Principal and part owner, Exeter Associates, Inc., consulting econo-
mists.

1976-1980 - Economist at J.W. Wilson & Associates, Inc., consulting economists.

1975-1976 - Senior Rate Analyst, Minnesota Public Utilities Commission.

1968—197.5 - Assistant Professor of Economics, Mankato State University.




Professional Work:

At Gas Company of New Mexico, Mr. Galligan managed and directed the activities of the Gas
Rate Department. '

At the Texas Public Utility Commission, Mr. Galligan was directly responsible for technical
matters regarding all aspects of utility regulation as well as the management and administration
of the Commission's regulatory activities.

At the Jowa State Commerce Commission, Mr. Galligan directed the technical efforts of over
50 Utilities Division personnel regarding all aspects of utility regulatory analysis. Full
administrative responsibility for the Division's activities and personnel were the direct
responsibility of Mr. Galligan. : :

At Exeter Associates, Mr. Galligan was directly responsible for technical, economic analysis
of electric, gas, and telephone regulatory matters, including cost of service, cost allocation,
rate design and related matters. Mr. Galligan also handled all aspects of client relations,
supervised office support staff, and served as treasurer and vice-president of Exeter.

At J.W. Wilson & Associates, Mr. Galligan had the primary responsibility for directing and
developing the firm's work in the area of utility revenue requirements. Other major responsi-
bilities included the performance of marginal and average cost studies, cost-of-service
allocations, and development of cost-based utility rate structures for electric, gas, and
telephone utilities.

Mr. Galligan began his work at the Minnesota Public Utilities Commission at the time state
regulation of electric and gas utilities commenced. While at the Commission, Mr. Galligan
had principal responsibility for the development of staff-proposed utility rate design. Cost-of-
service analysis and rate structure issues were areas in which Mr. Galligan had lead staff
responsibility.

At Mankato State University (MSU), Mr. Galligan taught a wide range of graduate and
undergraduate courses, including Economics of the Public Sector, International Trade, and
Economic Principles. Major emphasis focused on the microeconomic aspects, including
pricing of goods in the public sector. Mr. Galligan achieved tenure status in his third year at
MSU, and served as president of the Faculty Senate. /




Publicati IR :
"Rate Design Objectives and Realities," Public Utilities Fortnightly, 1976.

Paper presented before the Accounting & Financial Division of the Electric Council of
England.

Paper presented before the Public Affairs Institute of Mankato State University.

Seminar on income tax and depreciation issues in regulatory proceedings before the New
Hampshire Public Utilities Commission staff.

Director of costing and rate design study under a grant from the National Regulatory Research
Institute.

"An Overview of the Components of Economic Regulation: Revenue Requirements, Revenue
Contribution by Class of Service, Rate Structure Design," presented at the Second National
Association of Regulatory Utility Commissions, Introductory Regional Training Program, St.
Louis, March 1986.

"Public Utility Costirig & Pricing Principles," presented at NARUC Regional Training
Program, Denver, September 1987.

"Final Report - Task Group on Natural Gas Procurement," for the Defense Acqulsmon Board,
Department of Defense 1989, co-author.

"Natural Gas Supply Optlons for the DOE/SAN Labs," for the U.S. Department of Energy,
- 1989.

"Evaluation of Natural Gas Supply Options for Energy Technology Engineering Center," for
the U.S. Department of Energy, 1989.

"A Survey of State Regulation of Non—Utlhty Generation," for the Maryland Department of
Natural Resources, 1988.

"Report to the Commission and Recommendations Regarding Proposed PURPA Standards
Included in Federal Energy Policy Act of 1992," for the Delaware Public Service Commission,
1993. '

Audits:

Audit of Department of Natural Resources Environmental Surcharge for the Maryland
Department of Natural Resources, 1983.




. , . .

Management and Performance Audit of Gas Purchasing Practices and Policies of Columbia
Gas of Ohio, for the Ohio Public Utilities Commission, 1988. :

Management and Performance Audit of Gas Purchasing Practices and Policies of The River
Gas Company, for the Ohio Public Utilities Commission, 1989.

Management and Performance Audit of Gas Purchasing Practices and Policies of Columbia
Gas of Ohio, for the Ohio Public Utilities Commission, 1990.

Management and Performance Audit of Gas Purchasing Practices and Policies of Cincinnati
~Gas and Electric Company, for the Ohio Public Utilities Commission, 1991.

Management and Performance Audit of Gas Purchasing Practices and Policies of Columbia
Gas of Ohio, for the Ohio Public Utilities Commission, 1992.

Management and Performance Audit of Gas Purchasing Practices and Policies of Ohio Gas
Company, for the Ohio Public Utilities Commission, 1993.

Management and Performance Audit of Gas Purchasing Practices and Policies of National Gas
and Oil Corporation, for the Ohio Public Utilities Commission, 1994.

Management and Performance Audit of Gas Purchasing Practices and Policies of Eastern
Natural Gas Company and Pike Natural Gas Company, for the Ohio Public Utilities Commis-
sion, 1995. ' .

Management and Performance Audit of Gas Purchasing Practices and Policies of Dayton
Power and Light Company, for the Ohio Public Utilities Commission, 1996.

Management and Performance Audit of Gas Purchasing Practices and Policies of West Ohio
Gas Company, for the Ohio Public Utilities Commission, 1996.

Management and Performance Audit of Gas Purchasing Practices and Policies of East Ohio
Gas Company, for the Ohio Public Utilities Commission, 1998.

Management and Performance Audit of Gas Purchasing Practices and Policies of Columbia
Gas of Ohio, for the Ohio Public Utilities Commission, 1998.




Telephone Rate Cases

Before the Alabama Public Service Commission

Expert witness in Docket 17743; South Central Bell
Telephone Company.

Before the California Public Utilities Commission

Expert witness in Application No. 55723; Pacific Telephone '
and Telegraph Company.

Before the Connecticut Public Utilities Commission

Expert witness in Docket No. 760719; Southern Ne

Before the Maryland Public Service Commission

Expert witness in Case No. 6936; Atlantic Telephone
Company, Inc.

Before the Minnesota Public Utilities Commission

Expert witness in Docket No PSC-77 31-BS and Department No. PSC-P 421/C076-

Before the Missouri Public Service Commission

Expert witness in Docket No. 18565; §

Before the North Carolina Public Utilities Commission

Expert witness in Docket No. P-55, Sub 754; §
Company.

Before the Pennsylvania Public Utility Commission

Expert witness in Docket No. R-822109;




Before the South Carolina Public Service Commission

Expert w1tness in Docket No. 79-305-C; S_Qu_ﬂlem_ﬂell_

Before the Connecticut Public Utilities Commission

Technical support for the Commission's Staff in Docket Nos. 760604, 760605, gas and
electrlc general rate proceedmgs and Docket No. 750204, generlc rate design proceed-

Before the Delaware Public Service Commission
Expert witness in Docket No. 923, Phase II; Delmarva Power & Light Company.
Expert witness in Decket No. 80-9; Qe_lmaﬂa_ﬂm_er_&_ugm_@mmny
Expert witness in Docket No. 40; Delmarva Power & Light Company.
Before the District of Columbia Public Service Comrnission
Expert witness in Docket No. 680; Potomac Electric Power Company.
Before the Florida Public Service Commission
Expert witness in Docket No. 820150-EU; Gulf Power Company.
Before the Georgia Public Service Commission
Expert witness in Docket No. 4267-U; Atlanta Gas Light Company.
Expert witness in Docket No. 4177-U; Aﬂama_(;ag_ggmg_qmgany
Expert witness in Docket No. 4451-U; Atlanta Gas Light Company.

Expert witness in Docket No. 5259-U; Atlanta Gas Light Company.
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Expert witness in Docket No. 5116-U; Atlanta Gas Light Company.

Expert witness in Docket No. 5650-U; _Aﬂama_Gas_Lxgmﬁ_ompany .

Expert witness in Docket No. 5318-U; United Cities Gas Company.

Expert witness in Docket No. 5651-U; llmxg_cl_(;m;_sﬁag_QQmp_any
Before the Idaho Public Utilities Commission

Expert witness in Case No. U-1006-185; Idaho Power Company.

Expert witness in Case No. U-1006-179; Idaho Power Company.
Before the Illinois Commerce Commission

Expert witness in Case No. 82-0026;

Expert witness in Case No. 83-0537;

Expert witness in Case No. 87-0427; gmmmnmahh_ﬁdlmn&qmmy .

Before the Indiana Utility Regulatory Commission

Expert witness in Cause No. 39723; Northern Indiana Public Service
Expert witness in Cause No. 37394-GCA41; Mm&s@mmy

Expert witness in Cause Nos. 37394-GCA50-51 and 37399-GCAS50-51, Indiana Gas
Company and Department of Public Utilities of the City of Indianapolis.

Before the Kansas Corporation Commission
Expert witness in Docket No. 158,499-U; Kansas Power and Light Company.
Before the Louisiana Public Service Commission

Expert witness in Docket No. U-19997; Trans Louisiana Gas Company and Louisiana
Intrastate Gas Corporation.

Before the Maryland Public Service Commission




Expert witness in Case Nos. 8500 (g,h,i) and 8229; Baltimore Gas & Electric Com-
pany.

Expert witness in Case No. 8241, Phase II; Baltimore Gas & Electric Company.
Expert witness in Case No. 8707, Phase II; Chesapeake Utilities Corporation.

Before the Michigan Public Service Commission

Expert witness in Case No. U-5365; Michigan Consolidated
Gas Company.

Before the Minnesota Public Utilities Commission
Expert witness in Docket No. ER 2-1; Northern States Power Company.
Expert witness in Docket No. ER 1-1; Interstate Power Company.
Expert witness in Docket No. GR 1-1; mmmgmm
Expert witness in Docket No. U-75-103; Anoka Flectric Power Cooperative.
Expert witness in Docket No. E015/ER-76-408; Minnesota Power & Light Company.
Expert witness in Docket No. EOOZ/GR—77-611; Northern States Power Company.
Expert witness in Docket No. E—862/M-78—753; Northern States Power Company.

Before the Montana Public Service Commission
Expert witness in Docket No. 6441; Montana Dakota Utilities.
Expert witness in Docket No. 6454; Montana Power Company.

Expert witness in Docket No. D97.7.91; PacifiCorp.

Before the Nevada Public Service Commission

Expert witness in Docket No. 87-1227; Sierra Pacific Power Company.
Expert witness in Docket No. 88-763; Southwest Gas Corporation.
Expert witness in Docket Nos. 90-1109/90-1110; Southwest Gas Corporation.




. Expert witness in Docket No. 91-7080; Sierra Pacific Power Company.
Expert witness in Docket No. 92-1030; Sierra Pacific Power Company.
Expert witness in Docket No. 92-1032; Southwest Gas Corporation.

Before the New Hampshire Public Utilities Commission

Expert witness in Docket No. DR-75-20; Publi

Before the New Jersey Board of Public Utilities
- Expert witness in Docket No. GR-9030335J; New Jersey Natural Gas Company.

Before the Ohio Public Utilities Commission

Expert witness in Case No. 80-1129-EL-AIR; Ohio Edison Company.

Expert witness in Case No. 82-517-EL-AIR; Dayton Power and Light Company.

Expert witness in Case No. 97-219-GA-GCR; East Ohio Gas Company.
‘ Before the Pennsylvania Public Utility Commission
Expert witnéss in Docket No. R-822133; Equitable Gas Company.
Expert witness in Docket No. R-880961; The Peoples Natural Gas Company.
Expert witness in Docket No. R-901607; The Peoples Natural Gas Company.

Expert witness in Docket No. R-901670; National Fuel

Expert witness in Docket No. R-911912; National Fuel Gas
Expert witness in Docket No. R-953299; National Fuel Gas
Expert witness in Docket No. R-00912164; Equitable Gas Company.

Expert witness in Docket No. R-00953297; UGI Utilities, Inc, Gas Division.

Before the Rhode Island Public Utilities Commission

Expert witness in Docket No. 1258; Bmm_mg_eﬁas_c_gmpany




‘ Expert witness in Docket No. 1294; Valley Gas Company.




Before the South Carolina Public Service Commission

Expert witness in Docket No. 79-300-E; Duke_ﬂny_ez_gqmmny

Expert witness in Docket No. 80-378-E; Duke Power Company.

Expert witness in Docket No. 88-203-G; Piedmont Natural Gas Company.
Before the South Dakota Public Utilities Commission |

Expert witness in Docket No. F-3126; Montana Dakota Utilities Company.

Expert witness in Dockét No. F-3188; Northern States Power Company.

Before the Board of Directors of the Tennessee Valley Authority

Expert witness in TVA Compliance Hearings on PURPA Section III Ratemaking
Standards.

Before the Texas Public Utility Commission ’
Expert witness in Docket No. 5200; Texas Electric Service Company.
Before the Railroad Commission of Texas
Expert witness in Docket No. GUD 8664; Lone Star Gas Company.
Expert witness in Docket No. GUD 8878; Southern Union Gas Company.

Before the Utah Public Service Commission

Expert witness in Docket No. 89-057-15; Mountain Fuel Supply Company.

Expert witness in Docket Nos. 91-057-11 and 91-057-17; Mountain Fuel Supply
Company.

Before the Vermont Public Service Board
Expert witness in Docket No. 6016; Vermont Gas Systems, Inc.

Before the Virginia State Corporation Commission

Expert witness in Case No. PUE920037; Commonwealth Gas Services. Inc.




Expert witness in Case No. PUE970455; Commonwealth Gas Services. Inc.

Expert witness in Docket No.
tion.

Expert witness in Docket No.

Expeﬁ witneés in Docket No.
Expert witness in Docket No.
Expert witness in Docket No.
Expert witness in Docket No.
Expert witness in Docket No.
Expert witness in Docket No.
Expert witness in Docket No.

Expert witness in Docket No.

Expert witness in Docket No.

Before the Federal Energy Regulatory Commission

RP87-7-020; Transcontinental Gas Pipe Line Corpora-
RP90-104-000 et al.; Texas Gas Transmission Corpora-

RP91-119; Texz

ission Corporation.

CP89-1582-000; National Fuel Gas Supply Corporation.

RP88-221-000 et al.; CNG Transmission Corporation.

RP93-151-000, et al.; Tennessee Gas Pipeline Company.

RP91-203, et al.; Tennessee Gas Pipeline Company.

RP9%4-343-000; Noram

RP95-112; Tennessee Gas Pipeline Company.
RP95-185; Northern Natural Gas Company.
RP95-203; Northern Natural Gas Company.
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COMMONWEALTH OF KENTUCKY
BEFORE THE

PUBLIC SERVICE COMMISSION

WESTERN KENTUCKY ) CASE NO. 99-070
GAS COMPANY )

DIRECT TESTIMONY OF STEVEN L. ESTOMIN

I. Introduction

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.
My name is Steven L. Estomin. My business address is 12510 Prosperity Drive, Suite
350, Silver Spring, Maryland, 20904. Exeter is an economics consulting firm
specializing in public utility regulation.

WHAT IS YOUR POSITION WITH EXETER ASSOCIATES, INC.?
I am a vice president and principal in the firm and my title is Senior Economist. My
responsibilities include conducting and presenting economic and econometric analyses
and providing other professional services predominantly related to regulated industries.

PLEASE DESCRIBE YOUR QUALIFICATIONS AND BACKGROUND.
I received a Bachelor of Arts degree with a major in economics in 1975, a Master of Arts
degree in economics in 1978, and a Ph.D. in economics in 1986, all from the University
of Maryland. My areas of specialization in graduate school were industrial organization,

econometrics, and environmental economics.

I joined Exeter Associates, Inc. in 1981 as an economist and have been involved with

economic analysis related to regulated industry since that time. A detailed statement of

my qualifications is included as an appendix to this testimony.

Direct Testimony of Steven L. Estomin
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HAVE YOU TESTIFIED AS AN EXPERT WITNESS IN OTHER REGULATORY
PROCEEDINGS?
Yes. I have testified before the utility commissions in Maine, Maryland, Vermont, New
Mexico, New Jersey, Illinois, Rhode Island, Kentucky, and the District of Columbia on
issues related to load forecasting, weather normalization, production planning, statistical
analysis and other issues. I have also testified in U.S. District Court and before the
Federal Energy Regulatory Commission on issues related to statistical estimation.
WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS PROCEEDING?
I was requested by the Attorney General Office of Rate Intervention to assess the
Company’s application of the zero-intercept approach to functionalizing distribution
system costs.
IS YOUR TESTIMONY ACCOMPANIED BY EXHIBITS?
Yes. Exhibit  SLE-1, a six-page exhibit, is attached which provides the regression
results used to develop the tables contained in my testimony and the data relied upon to
run the regressions..
PLEASE SUMMARIZE YOUR FINDINGS.
The findings of my review and analysis are:
¢ The Company relies on a weighted least square regression approach in its zero-
intercept analysis fundamentally using the square root of the number of feet of
each pipe size category as the weights.
¢ Use of the square root of the number of feet results in an estimated zero-intercept
that is approximately nine times higher than the estimate obtained using the
number of feet of mains as the weights.
¢ Use of the number of feet rather than the square root of the number of feet in the
weighted regression is consistent with NARUC guidelines and results in a slightly

better R-square statistic, which is a measure of goodness-of-fit.

e The estimated constant term, i.e., the zero intercept, is not statistically different
from zero, regardless of whether feet or the square root of feet is used as a weight.

Direct Testimony of Steven L. Estomin Page 2
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+ use of ordinary least squares, absent any weighting, results in a negative intercept,
which is also not statistically different from zero.

II. Review and Analysis

PLEASE DESCRIBE THE ZERO-INTERCEPT METHOD OF

FUNCTIONALIZING DISTRIBUTION SYSTEM COSTS.

The zero-intercept method is one of two approaches used to classify distribution system
costs between a hypothesized customer-related component and a demand-related
component of distribution mains investment cost. The other approach is referred to as the
minimum system approach.

The zero-intercept method entails estimating a regression equation that has average
costs per unit of distribution system (e.g., average cost per foot of distribution main) as
the dependent variable and uses a size measure of the distribution component (e.g.,
diameter of pipe) as the independent, or causal, variable. Separate observations are made
up of various size categories. Where warranted, other salient characteristics are used to
delineate observations, for example, 3-inch pipe may be broken down into separate
categories for plastic and steel. The regression equation is structured as:

Y, =a+bX+e

where:

Y, = average cost per unit of distribution system for category i;
a = constant term,;

b = slope parameter;

X, = the size dimension of category i; and

e; = the randomly distributed error term associated with category 1.

Direct Testimony of Steven L. Estomin Page 3
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The estimated constant term (a) is the intercept along the vertical axis and can be
interpreted as the per-unit cost of a zero-size distribution main, i.e., a distribution main
with no carrying capacity.
HAVE YOU REVIEWED THE COMPANY’S EXHIBIT RELATED TO THE
REGRESSION EQUATION USED IN ITS ZERO-INTERCEPT ANALYSIS?
Yes, I have. The analysis is shown on page 7 of 9 under Tab 3 of Volume 9 of the
Company’s filing requirements. The exhibit was prepared by Mr. Peterson.
IS THE APPROACH THAT YOU DESCRIBED ABOVE USED BY MR.
PETERSON?
Yes, but the equation discussed above functionally relies on the square root of the number
of feet of mains as weights rather than the number of square feet.
WHAT ARE THE IMPLICATIONS OF USING THE SQUARE ROOT OF THE
NUMBER OF FEET OF MAINS IN EACH CATEGORY COMPARED TO USING
THE NUMBER OF FEET OF MAINS AS THE WEIGHTS?
Reliance on the square root of the number of feet as a weight rather than the number of
feet substantially affects the results of the equation.
IS THE USE OF A SQUARE ROOT TERM FOR WEIGHTS COMMONLY USED
IN WEIGHTED LEAST SQUARES REGRESSION?
The square root of a data series such as the number of feet of mains is often used where
weighted least squares is relied upon to correct for heteroscedasticity, a statistical
problem that sometimes emerges with the use of OLS.
YOU NOTED THAT THE USE OF FEET AS A WEIGHT, RATHER THAN THE
SQUARE ROOT OF FEET, RESULTS IN SUBSTANTIALLY DIFFERENT

REGRESSION OUTPUT. PLEASE EXPLAIN.

"Heteroscedasticity results when the variance of the error terms is not constant.

Direct Testimony of Steven L. Estomin Page 4
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I replicated the weighted least squares regression results obtained by Mr. Peterson and
then reran the regression using feet as the weights rather than the square root of feet. A

summary comparison is shown in the table below.

Comparison of Regression Results Using
Alternative Weighting Schemes
(t - Statistics in parentheses)

Weight: sq. root Weight: number Weight:

of feet' of feet? none’
Constant 0.891 (1.51) 0.097 (0.36) -2.152 (-0.66)
Size Parameter 1.166 (5.70) 1.522 (12.84) 1.601 (3.26)
R-Square 0.955 0.996 0.603
Adjusted R-Square 0.949 0.995 0.540
F-Statistic 32.442 164.978 10.635

1. Exhibit__SLE-I, page 1 of 6.
2. Exhibit__SLE-1, page 2 of 6.
3. Exhibit__SLE-1, page 3 of 6.

As shown in the table, the Company’s weighting scheme results in an estimate of the
constant term (the zero-intercept) of 0.89 compared to 0.10 where feet are used as
weights. Additionally, use of feet as weights results in slightly higher R-square and
adjusted R-square statistics, which are measures of goodness of fit.
DO YOU VIEW THESE DIFFERENCES IN THE REGRESSION RESULTS AS A
PROBLEM?
Yes. Fundamentally, the selection of the weights used in the weighted regression
substantially alters fhe results. The zero-intercept obtained using the square root of feet
as the weighting is approximately nine tiﬁes as high as the zero-intercept estimated using
the number of feet as the weight. Consequently, we see that the results are highly

sensitive to a judgmental assessment of an appropriate weighting scheme.

Direct Testimony of Steven L. Estomin Page 5
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Q. IS THE WEIGHTING SCHEME USING THE SQUARE ROOT OF FEET
SUGGESTED BY THE NATIONAL ASSOCIATION OF REGULATORY
UTILITY COMMISSIONERS (NARUC)?

A. No. The NARUC Electric Utility Cost Allocation Manual (January 1992), in discussing
use of the zero-intercept method as applied to electric distribution systems, indicates at
page 92 that the number of poles (not the square root of the number of poles) should be
used for Account 364 (Poles, Tower, and Fixtures); for Account 365 (Overhead
Conductors and Devices), NARUC indicates that number of feet (not the square root of
the number of feet) should be used as a weight (page 92). The same is true for Accounts
366, 367, and 368 (pages 93 and 94).

Q. BASED ON THE NARUC DOCUMENT AND THE GOODNESS-OF-FIT

MEASURES SHOWN IN THE SUMMARY COMPARISON TABLE, IS THE USE
OF THE SQUARE ROOT OF THE NUMBER OF FEET AS A WEIGHTING
SCHEME APPROPRIATE?

A. Both the NARUC document as well as the comparison of results suggest that, were one to
rely on a weighting scheme, the number of feet rather than the square root of the number
of feet would be a superior choice.

Q. ARE YOU RECOMMENDING THAT THE NUMBER OF FEET BE USED TO

WEIGHT THE REGRESSION?

A. No. Despite NARUC’s suggestions regarding weighting, I can see little advantage, and a
significant disadvantage, to using weighted least squares for the purpose of estimating the
zero-intercept to define the cost of the minimum system.

Q. PLEASE EXPLAIN.

A. The zero-intercept method is used to quantify, through regression analysis, the cost of the

minimum system. The major disadvantage of using the weighted least squares approach

Direct Testimony of Steven L. Estomin Page 6
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can be seen by example. If we hypothesize a second gas company with the same system
as Western Kentucky Gas Company in terms of net cost and length of pipe in each size
category, we would expect the cost of the minimum system for Western Kentucky and the
second company to be the same. If the second company then doubles the length of 2-inch
pipe with the same average cost per foot as the original length of 2-inch pipe, the use of a
weighted regression will cause a different zero-intercept to be estimated for that
company; an unweighted regression, in contrast, will not result in any changes to the
estimated zero-intercept. There appears to be no compelling explanation as to why the
minimum system costs on a per foot basis should change as a result of this difference
between the two companies (i.e., Western Kentucky and the hypothetical). A comparison

of the regression results is shown in the following table.

Comparison of Weighted Least Squares Results
for Western Kentucky and a Hypothetical Company
with Twice the Length of 2-inch Main

Weight: Square Root of Feet Weight: Feet
Western Western

Kentucky!  Hypothetical® Kentucky® Hypothetical*
Constant 0.891 0.821 0.097 0.079
Slope Parameter 1.166 1.180 1.522 1.526
R-Square 0.955 0.969 0.996 0.999
Adjusted R-Square 0.949 0.965 0.995 0.999
F-Statistic 32.442 36.299 164.978 177.068

Exhibit  SLE-1, p. 1 of 6; data from p. 6 of 6.
Exhibit _ SLE-1, p. 4 of 6; data from p. 6 of 6.
Exhibit  SLE-1, p. 2 of 6; data from p. 6 of 6.
Exhibit __ SLE-1, p. 5 of 6; data from p. 6 of 6.

P =

Using the square root of feet as a weight, the estimated zero-intercept is shown to

decline by approximately 8 percent when the amount of 2-inch main is doubled. With
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feet used as a weight, the zero-intercept declines by approximately 19 percent. Were no
weights used, there would be no change in the regression equation results.

DO THE GOODNESS-OF-FIT MEASURES SHOWN ON THE SUMMARY

COMPARISON TABLE ON PAGE 5 OF YOUR TESTIMONY SUGGEST

RELIANCE ON A WEIGHTED OLS APPROACH?
The goodness-of-fit measures (R-Square and adjusted R-Square) are substantially lower
for the unweighted regression than for either of the two weighted regressions. Low
R-Square measures, however, are not surprising given the nature of the cost data.
Specifically, the cost information is accounting data booked over a long period of time.
Further, the purpose to which the results are to be put logically calls for an unweighted
rather than weighted approach, NARUC’s recommendations not withstanding. In
particular, each of the data points imparts cost information of equivalent value from a
statistical vantage point. The cost information associated with pipes representing a
relatively small portion of the system, therefore, should not be given less weight than the
other data observations if a zero intercept method is relied upon.

ARE YOU SUGGESTING RELIANCE ON THIS METHOD?
My colleague, Mr. Richard Galligan, addresses this issue in his testimony submitted in
this proceeding. I would note that Mr. Galligan addresses this issue from a theoretical
perspective rather than a statistical/computational perspective. In each of the regression
variations presented herein, none of the estimated intercept parameters is statistically
different from zero, including the Company’s proposed zero-intercept. Consequently, the
statistical evidence is entirely consistent with Mr. Galligan’s theoretical position, and no
strong statistical evidence exists to imply reliance on anything other than a zero value for

the customer-related cost component of distribution mains.
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1 Q. DOES THIS CONCLUDE YOUR TESTIMONY?

‘ 2 A Yes, it does.
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STEVEN L. ESTOMIN

Dr. Estomin is a principal in Exeter Associates, Inc. He is a senior economist whose academic
training and professional experience are in the areas of microeconomic applications, industry
analysis, econometric modeling and environmental economics. At Exeter, Dr. Estomin special-
izes in utility load forecasting, computer modeling, financial analysis, utility contract negotiation,
issues of competition, antitrust, and damage estimation.

Dr. Estomin has testified on issues related to load forecasting, statistical analysis, economic
damage analysis, class cost-of-service and rate design. He has prepared numerous electric load
forecasts and has directed projects for state and federal regulatory agencies. Dr. Estomin has
prepared reports on load forecasting, energy conservation, alternative power supply procurement,
bulk power supply planning, and damage estimations for federal and state agencies and for
private firms. He has also provided technical support to federal agencies in utility contract
negotiations and in the development of requests for proposals for competitive power supply
procurement.

Education:
B.A. (Economics) - University of Maryland, 1975.

M.A. (Economics) - University of Maryland, 1978.

Ph.D. (Economics) - University of Maryland, 1986.

Previous Employment:

1980-1981 - Faculty Research Assistant, Bureau of Business and
Economic Research, University of Maryland, Col-
lege Park, Maryland.

1976-1980 - Research/Teaching Assistant, and Instructor, Uni-
versity of Maryland, Department of Economics,
College Park, Maryland.

1976-1978 - Economist, U.S. Department of Labor, Bureau of
International Labor Affairs, Office of Trade Adjust-
ment Assistance, Washington, D.C.




Professional Work:

At the Bureau of Business and Economic Research, Dr. Estomin supervised the development of
an environmental pollution forecasting model which he linked to a county level regional
economic model. This task included developing submodels for industrial/commercial activity,
municipal wastes generation, and transportation and energy-related emissions. Several reports
and estimations using the model were provided to the Bureau of Land Management (U.S. Depart-
ment of the Interior) and were used to develop analyses of future development of the outer-
continental shelf.

As a Graduate Teaching Assistant for the Department of Economics at the University of
Maryland, Dr. Estomin was initially engaged in aiding senior faculty members in a variety of
teaching-related tasks and later autonomously taught micro and macroeconomic theory courses.
As an Instructor for the University, he taught upper-level courses in the economics of poverty and
discrimination and the economics of American industry. As a Graduate Research Assistant, Dr.
Estomin conducted extensive research in pollution abatement cost modeling.

At the U.S. Department of Labor, Dr. Estomin collected firm-specific data covering sales,
inventory, employment, and production and used these data together with industry production,
employment, and import data to analyze causes of employment reductions. Companies analyzed
by Dr. Estomin include American Motors Corporation, Bethlehem Steel, and numerous smaller
firms.

Major Publications and Reports:

“Nevada Test Site Utility Options Study,” prepared for the U.S. Department of Energy, June
1999.

“Spallation Neutron Source Electrical Facilities Study,” prepared for the U.S. Department of
Energy, April 1999.

“Forecasted Electric Power Demands for the Delmarva Power and Light Company,” prepared for
the Power Plant Research Program, Maryland Department of Natural Resources, Decem-
ber 1998 (with Andrés Escalante).

“Assessment of DOD Electric Power Supply Options, Strategies, and Costs under Retail Open
Access,” prepared for the U.S. Department of Defense, Office of the Deputy Under
Secretary of Defense, February 1998.

“The Engineering and Economic Feasibility of Using Poultry Litter as a Fuel to Generate Electric
Power at Maryland’s Eastern Correctional Institute,” prepared for the Maryland Environ-
mental Service, February 1998 (with Gary Walters).




“Power Supply and Cogeneration Options for the Eastern Correctional Institute,” prepared for the
Maryland Environmental Service,” April 1997 (with Thomas King, P.E.)

“Cooperative Integrated Resource Plan for U.S. Department of Energy Installations Having
Power Allocations from the Western Area Power Administration,” prepared for the U.S.
Department of Energy, June 1997.

“Cooperative Integrated Resource Plan for U.S. Navy Installations Having Power Allocations
from the Western Area Power Administration,” prepared for the U.S. Navy,
SOUTHWESTNAVFACENGDIV, June 1997.

“Cooperative Integrated Resource Plan for U.S. Air Force Installations Having Power Alloca-
tions from the Western Area Power Administration,” prepared for HQ AFCESA/CESE
(Tyndall Air Force Base, Florida), June 1997.

“Analysis of Service Reliability -- Duquesne Light Company,” prepared for the Pennsylvania
Office of Consumer Advocate, June 1997.

“Estimated Power Supply Costs for the Accelerator Production of Tritium Project,” prepared for
the U.S. Department of Energy, Office of Project and Fixed Asset Management, October
1996.

“Customized Energy Conservation and Demand-Side Management Agreements between U.S.
Air Force Bases and Utility Service Suppliers,” prepared for HQ AFCESA/CESE
(Tyndall Air Force Base, Florida), January 1996 (with Richard I. Chais).

“Evaluating and Implementing Privatization of Utility Distribution Systems at U.S. Air Force
Bases,” prepared for HQ AFCESA/CESE (Tyndall Air Force Base, Florida), December
1995 (with Richard I. Chais).

“Power Supply Options Study for Vandenberg Air Force Base,” prepared for HQ
AFCESA/CESE (Tyndall Air Force Base), December 1995 (with Richard Zumwalt,
P.E)).

“U.S. Department of Energy Savannah River Site Power System Privatization Study,” prepared
for the U.S. Department of Energy, February 1995 (with Richard Zumwalt).

“Technical Report: Special Study of the MacDill Cogeneration Project,” prepared for the
Department of the Air Force, Headquarters Air Combat Command, May 1994.

“The Feasibility of Centralized Purchase of Electric Utility Service,” prepared for the Department
of the Air Force, March 1994.




“Long Range Energy Requirements for Charleston Air Force Base,” (two volumes), prepared for
the Department of the Air Force, July 1994.

“Long Range Energy Requirements for Wright-Patterson Air Force Base,” (three volumes)
prepared for the Department of the Air Force, Headquarters Air Force Logistics Com-
mand, April 1993.

"Forecasted Electric Power Demands for the Potomac Electric Power Company,”
(two volumes), prepared for the Power Plant Research Division, Maryland Department of
Natural Resources, March 1992 (with John E. Beach).

"Optimal Allocation of Western Area Power Administration (Billings Area) Federal Preference
Power Among Ellsworth, Minot, and Offutt Air Force Bases," prepared for the U.S. Air
Force, November 1991.

"Impacts of Missile Site Deactivation on Electric Power Costs," Environmental Impact Statement
-- Deactivation of the Minuteman II Missile Wing at Ellsworth Air Force Base, South
Dakota, prepared for the Department of the Air Force, Headquarters Strategic Air
Command, October 1991.

"Forecasted Electric Power Demands for the Baltimore Gas and Electric Company," (two
volumes), prepared for the Power Plant and Environmental Review Division, Maryland
Department of Natural Resources, May 1991 (with John E. Beach).

"Forecasted Electric Power Demands for the Delmarva Power and Light Company," (two
volumes), prepared for the Power Plant and Environmental Review Division, Maryland
Department of Natural Resources, September 1990 (with John E. Beach).

"Year 2000 Power Supply Reliability Assessment: SERC and SPP Regions," prepared for the
U.S. Air Force, August 1990 (with Dennis Goins).

"Market and Regulatory Effects of the Elimination of the Manufacturing Restriction on the
Regional Bell Operating Companies," prepared for the Telecommunications Committee
of the National Association of State Utility Consumer Advocates (NASUCA), November
1989.

"Alternative Electric Power Supply Sources for Onizuka Air Force Base, California," prepared
for the U.S. Air Force, June 1989.

"Vandenberg Air Force Base Power Supply Study," prepared for the U.S. Air Force, March 1989.

"Forecasted Electric Power Demands for the Potomac Electric Power Company," (two volumes),
prepared for the Power Plant Research Program, Maryland Department of Natural
Resources, July 1988 (with Walter Asmuth, III).




"Economic Damage Estimation -- Pittcon Industries, Inc.," Exeter Associates, Inc., prepared for
Pittcon Industries, Inc., February 1988 (with Marvin H. Kahn).

"Report and Recommendations of the U.S. Air Force on Adjustments to the Mather AFB
Surcharge," prepared for the U.S. Air Force for submission to the Board of Directors of
the Sacramento Municipal Utility District, August 1987.

"Preliminary Assessment of Options Available to the U.S. Air Force to Reduce Electric Power
and Energy Costs to the Northern California Air Force Bases," Exeter Associates, Inc.,
prepared for the U.S. Air Force, March 1987.

"An Analysis of the Optimal Allocation of Available Western Area Power Administration
Preference Power Among the Northern California Air Force Bases," Exeter Associates,
Inc., prepared for the U.S. Air Force, March 1987.

"A Survey of Methods Used to Estimate Conservation Potential," Exeter Associates, Inc.,
prepared for the Power Plant Research Program, Maryland State Department of Natural
Resources, February 1987.

"End-Use Forecasting," presentation at the Power Plant Research Program Load Forecasting
Workshop, Annapolis, Maryland, January 1987 (published in proceedings volume).

"Survey and Analysis of End-Use Modeling Practices," Exeter Associates, Inc., prepared for the
Power Plant Research Program, Maryland State Department of Natural Resources,
October 1986.

"Economic Damage Estimation -- Yacht Buyers Group," Exeter Associates, Inc., prepared for
Yacht Buyers Group, Inc., August 1986 (with Marvin H. Kahn).

"Updated Load Forecast of Energy and Peak Demand for the Allegheny Power System," Exeter
Associates, Inc., prepared for the Power Plant Research Program, Maryland State
Department of Natural Resources, June 1986 (with Matthew 1. Kahal).

The Determinants of Profitability and Premiums in Conglomerate Mergers, Ph.D. dissertation,
University of Maryland, 1986.

"Updated Load Forecast of Energy and Peak Demand on the Delmarva Peninsula," Exeter
Associates, Inc., prepared for the Power Plant Siting Program, Maryland State Depart-
ment of Natural Resources, February 1986 (with Matthew I. Kahal).

"Estimated Value of Experimental Breeder Reactor II Generation to the Idaho National Engineer-
ing Laboratory -- 1985 Through 1986," Exeter Associates, Inc., prepared for the Idaho
National Engineering Laboratory, U.S. Department of Energy, January 1986.




"An Economic Estimation of Electric Power Demands for the Baltimore Gas and Electric
Company," (two volumes), Exeter Associates, Inc., prepared for the Power Plant Siting
Program, Maryland State Department of Natural Resources, April 1985 (with Matthew I.
Kabhal).

"An Assessment of the State-of-the-Art of Gas Utility Load Forecasting," (with Thomas Bacon,
Jr. and Matthew I. Kahal) published in the Proceedings of the Fourth NARUC Biennial

Regulatory Information Conference, 1984.

"Projected Electric Power Demands for the Potomac Electric Power Company," (three volumes),
Exeter Associates, Inc., prepared for the Power Plant Siting Program, Maryland State
Department of Natural Resources, March 1984 (with Matthew 1. Kahal).

"Economic and Demographic Forecasts for the PEPCO Service Area," Exeter Associates, Inc.,
prepared for the Power Plant Siting Program, Maryland State Department of Natural
Resources, September 1982.

"The Behavior of Regulatory Agencies," published in Attacking Regulatory Problems: An
Agenda for Research in the 1980's. (Allen Furgeson, ed.), Ballinger Publishers, Cam-
bridge, Massachusetts, 1981 (with Wes Magat).

"Report on the Environmental Impacts from Outer-Continental Shelf Development in the
Baltimore Canyon," Bureau of Business and Economic Research, University of Maryland,
prepared for the Bureau of Land Management, U.S. Department of the Interior, Septem-
ber 1980 (with Virginia McConnell).

"The Environmental Systems Model," Bureau of Business and Economic Research, University of
Maryland, June 1980 (with Virginia McConnell).

"Economic-Environmental Models of Regional Development -- The U.S. Experience," Depart-
ment of Economics Working Paper 80-15, University of Maryland, November 1979 (with
John H. Cumberland and Alan Krupnick).

Expert Testimony Presented:

Before the Kentucky Public Service Commission in Case No. 99-176, Delta Natural Gas
Company, Inc., 1999, for the Office of Rate Intervention of the Attorney General.
Testified on functionalization of distribution system costs.

Before the Maine Public Utilities Commission in Docket No. 97-580, Central Maine Power
Company, 1998, for the MPUC Staff. Testified on generation-related administrative and
general expenses.




Before the Maine Public Utilities Commission in Docket No. 96-116, Bangor Hydro Electric
Company, 1997, for the MPUC Staff. Testified on load forecasting issues.

Before the New Mexico Public Service Commission, El Paso Electric Company, 1996, for the
U.S. Air Force. Testified on rate design issues.

Before the State of Rhode Island and Providence Plantation Public Utilities Commission in
Docket No. 2290, Narragansett Electric Company, 1995, for the Division of Public
Utilities and Carriers. Testified on load forecasting issues.

Before the Illinois Commerce Commission in Docket No. 94-0065, Commonwealth Edison
Company, June 1994, for the U.S. Department of Energy. Testified on load forecasting.

Before the Federal Energy Regulatory Commission in Docket No. RP91-203, et al., Tennessee
Gas Pipeline Company, May 1994, for the Tennessee Rate Design Customer Group.
Testified on issues related to econometric analysis.

Before the Public Service Commission of the District of Columbia in Formal Case No. 926,
Chesapeake and Potomac Telephone Company, September 1993, for the Office of
People's Counsel. Testified on issues related to finance and statistical analysis.

Before the Public Service Commission of the District of Columbia in Formal Case No. 814,
Phase III, Chesapeake and Potomac Telephone Company, October 1992, for the Office of
People's Counsel. Testified on issues related to competition in the telecommunications
industry.

Before the Maine Public Utilities Commission in Docket No. 92-101, Maine Public Service
Company, September 1992, for the Commission Staff. Testified on load forecasting.

Before the Maryland Public Service Commission in Case No. 8413, Potomac Electric Power
Company, March 1992, for the Maryland Power Plant Research Division. Testified on
load forecasting.

Before the State of New Jersey Board of Regulatory Commissioners in Docket No.
GF91081393J, New Jersey Natural Gas Company, March 1992, for the Division of Rate
Counsel. Testified on weather normalization.

Before the State of Rhode Island and Providence Plantations Public Utilities Commission in
Docket 2019, Narragansett Electric Company, November 1991, for the Division of Public
Utilities and Carriers. Testified on load forecasting.

Before the Maine Public Utilities Commission in Docket No. 91-010, Bangor Hydro-Electric
Company, June 1991, for the Maine Public Advocate. Testified on load forecasting.




Before the Maryland Public Service Commission in Case No. 8241, Phase Il, Baltimore Gas and
Electric Company, May 1991, for the Maryland Power Plant and Environmental Review
Division. Testified on load forecasting.

Before the State of Rhode Island and Providence Plantations Public Utilities Commission in
Docket 1976, Narragansett Electric Company, October 1990, for the Revision of Public
Utilities and Carriers. Testified on load forecasting.

Before the Maryland Public Service Commission in Case No. 8201, Delmarva Power and Light
Company, October 1990, for the Maryland Power Plant and Environmental Review
Division. Testified on load forecasting.

Before the Maine Public Utilities Commission in Docket No. 90-076, Central Maine Power
Company, September 1990, for the Maine Public Advocate. Testified on load forecast-
ing.

Before the Public Service Commission of the District of Columbia in Formal Case No. 890,
District of Columbia Natural Gas, February 1990, for the Office of People's Counsel of
the District of Columbia. Testified on load forecasting.

Before the Maryland Public Service Commission in Case No. 8102, Southern Maryland Coopera-
tive, July 1988, for the Maryland Power Plant Research Program. Testified on load
forecasting.

Before the Maryland Public Service Commission in Case No. 8063 Phase II, Potomac Electric
Power Company, July 1988, for the Maryland Power Plant Research Program. Testified
on load forecasting.

Before the U.S. District Court for the Eastern District of Pennsylvania in Civil Action No. 87-
0805, March 1988, for Pittcon Industries, Inc. Testified on economic damages.

Before the Sacramento Municipal Utility District Board, September 1987, for the U.S. Air Force.
Testified on the applicability and appropriate calculation of a special surcharge.

Before the Sacramento Municipal Utility District Board, September 1987, for the U.S. Air Force.
Testified on cost estimation and cost allocation.

Before the Sacramento Municipal Utility District Board, February 1987, for the U.S. Air Force.
Testified on rate design and cogeneration.

Before the Vermont Public Service Board in Docket No. 4661, Green Mountain Power Corpora-
tion, November 1982, for the Vermont Department of Public Service. Testified on
production planning, fuel costs, and maintenance scheduling for nuclear plant on behalf
of the Vermont Public Service Board.
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Replication of Company’s Results

Case No. 99-070
Exhibit__ (SLE-1)

Page 1 of 6

Dependent Variable: COST_FOOT
Method: Least Squares
Date: 10/14/99 Time: 12:20
Sample: 19
included observations: 9
Weighting series: FEET_SQ
Variable Coefficient  Std. Error t-Statistic Prob.
Cc 0.891487 0.590138 1.510643 0.1746
X 1.165806 0.204679 5.695780 0.0007
Weighted Statistics
R-squared 0.955541 Mean dependent var 4.299710
Adjusted R-squared 0.949190 S.D. dependent var 5.005757
S.E. of regression 1.128355 Akaike info criterion 3.272529
Sum squared resid 8.912294 Schwarz criterion 3.316356
Log likelihood -12.72638 F-statistic 32.44191
Durbin-Watson stat 2.403221 Prob(F-statistic) 0.000739
Unweighted Statistics
R-squared 0.552066 Mean dependent var 6.920733
Adjusted R-squared 0.488075 S.D. dependent var 7.645402
S.E. of regression 5.470204 Sum squared resid 209.4619
Durbin-Watson stat 1.915943




Regression Weighted by Feet of Mains

Case No. 99-070
Exhibit __ (SLE-1)

Page 2 of 6

Dependent Variable: COST_FOOT
Method: Least Squares
Date: 10/14/99 Time: 12:21
Sample: 19
Included observations: 9
Weighting series: FEET
Variable Coefficient  Std. Error t-Statistic Prob.
C 0.097227 0.270682  0.359192 0.7300
X 1.522205 0.118512 12.84436 0.0000
Weighted Statistics
R-squared 0.995791 Mean dependent var 3.937165
Adjusted R-squared 0.995190 S.D. dependent var 6.769977
S.E. of regression 0.469513 Akaike info criterion 1.518890
Sum squared resid 1.543099 Schwarz criterion 1.562717
Log likelihood -4.835004 F-statistic 164.9777
Durbin-Watson stat 1.996170 Prob(F-statistic) 0.000004
Unweighted Statistics
R-squared 0.539066 Mean dependent var 6.920733
Adjusted R-squared 0.473219 S.D. dependent var 7.645402
S.E. of regression 5.549010 Sum squared resid 215.54086
Durbin-Watson stat 1.794416




.\

Unweighted Regression Results

Case No. 99-070
Exhibit  (SLE-1)

Page 3 of 6

Dependent Variable: COST_FOOT
Method: Least Squares
Date: 10/14/99 Time: 12:19

Sample: 19
Included observations: 9
Variable Coefficient  Std. Error t-Statistic Prob.
o -2.152326 3.269131 -0.658379 0.5313
X 1.601128 0.490984 3.261061 0.0138
R-squared 0.603051 Mean dependent var 6.920733
Adjusted R-squared 0.546344 S.D. dependent var 7.645402
S.E. of regression 5.149481 Akaike info criterion 6.308799
Sum squared resid 185.6201 Schwarz criterion 6.352627
Log likelihood -26.38960 F-statistic 10.63452
Durbin-Watson stat 2.069452 Prob(F-statistic) 0.013844




Regression Results with the Number of Feet

of 2-inch Mains Doubled; Weighted

with the Square Root of Feet of Mains

Case No. 99-070
Exhibit__ (SLE-1)

Page 4 of 6

Dependent Variable: COST_FOOT
Method: Least Squares
Date: 10/15/99 Time: 10:22
Sample: 19
Included observations: 9
Weighting series: FEET_2SQRT
Variable Coefficient  Std. Error t-Statistic Prob.
o 0.820698 0.502884 1.631982 0.1467
X 1.179847 0.195829  6.024887 0.0005
Weighted Statistics
R-squared 0.968977 Mean dependent var 4.130200
Adjusted R-squared 0.964545 S.D. dependent var 5.143765
S.E. of regression 0.968539 Akaike info criterion 2.967073
Sum squared resid 6.566470 Schwarz criterion 3.010901
Log likelihood -11.35183 F-statistic 36.29927
Durbin-Watson stat 2427820 Prob(F-statistic) 0.000529
Unweighted Statistics
R-squared 0.554698 Mean dependent var 6.920733
Adjusted R-squared 0.491084 S.D. dependent var 7.645402
S.E. of regression 5.454104 Sum squared resid 208.2307
Durbin-Watson stat 1.924127




Regression Results with the Number of Feet
of 2-inch Mains Doubled; Weighted

by Feet of Mains

Case No. 99-070
Exhibit __ (SLE-1)
Page 5 of 6

Dependent Variable: COST_FOOT
Method: Least Squares
Date: 10/15/99 Time: 10:24
Sample: 19
Included observations: 9
Weighting series: FEET_2DBL
Variable Coefficient  Std. Error  t-Statistic Prob.
Cc 0.079154 0.238693 0.331613 0.7499
X 1.526484 0.114716 13.30669  0.0000
Weighted Statistics
R-squared 0.998737 Mean dependent var 3.615110
Adjusted R-squared 0.998556 S.D. dependent var 7.443445
S.E. of regression 0.282834 Akaike info criterion 0.505220
Sum squared resid 0.559967 Schwarz criterion 0.549048
Log likelihood -0.273490 F-statistic 177.0679
Durbin-Watson stat 2.012431 Prob(F-statistic) 0.000003
Unweighted Statistics
R-squared 0.538792 Mean dependent var 6.920733
Adjusted R-squared 0.472905 S.D. dependent var 7.645402
S.E. of regression 5.550663 Sum squared resid 215.6690
Durbin-Watson stat 1.792659




Case No. 99-070

. Exhibit _ (SLE-1)

Page 6 of 6

Input Data
obs COST_FOOT X FEET FEET_SQ FEET_2DBL FEET_2SQRT

1 2.209500 1.000000 784916.0 885.9549 784916.0 885.9549
2 3.128900 2.000000 10528812 3244.813 21057624 4588.859
3 1.970900 3.000000 431511.0 656.8950 431511.0 656.8950
4 6.416700 4.000000 3373749. 1836.777 3373749. 1836.777
5 1.063300 5.000000 6015.000 77.55643 6015.000 77.55643
6 6.866400 6.000000 661535.0 813.3480 661535.0 813.3480
7 8.061300 8.000000 96603.00 310.8102 96603.00 310.8102
8 6.402900 10.00000 12265.00 110.7475 12265.00 110.7475
9 26.16670 12.00000 6.000000 2.449490 6.000000 2.449490
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COMMONWEALTH OF KENTUCKY
Testimony of
Carl G. K. Weaver
in the Matter of:

Rate Application by
Western Kentucky Gas Company, Inc.

Case No. 99-070

Please state your name, address and occupation.

My name is Carl Weaver. My address is 4713 Wengers Mill Road, Linville,
Virginia 22834. I am an emeritus professor of finance at James Madison University. In
addition, I am a visiting professor at Washington and Lee University for this Fall
Semester, 1999.

What is the purpose of your testimony in this proceeding?

The purpose of my testimony is to present the results of a study of the cost of
equity capital for Western Kentucky Gas Company, Inc. (WKGC). I will also examine
the effect on the risks to equity that results from the adoption of the projected test year.
Have you provided a description of your qualifications to perform these tasks?

Yes. It is included as Appendix I of this testimony.

Have you prepared an exhibit to suﬂp"’p’”:ort your testimony?

Yes. It was prepared by me, and it is included as a part of this testimony.
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Case No. 99-070 Weaver - 2

Dr. Weaver, before you begin your analysis of the cost of equity, would you please
explain the concept of the cost of capital and the methods you used to determine the cost
of equity.

The concepts of the cost of capital, risk, as it relates to the capital market; and the
methods for determining the cost of equity are discussed in Appendix II of this testimony.
What economic principles are mandated for determining the cost of capital for regulated
utilities? |

The economic principles for determining the cost of capital for regulated utilities have

been set forth in the Bluefiel r Works & Improvemen v.P.S.C of irginia,
262 U.S. 679 (1923), and E.P.C. v, Hope Natural Gas Co., 302 U.S. 591 (1944), Supreme

Court decisions. The Court, in the Bluefield case stated:

The return should be reasonably sufficient to assure confidence in the financial
soundness of the utility and should be adequate, under efficient and economical
management, to maintain and support its credit and enable it to raise the money
necessary for the proper discharge of its public duties. A rate of return may be
reasonable at one time and become too high or too low by changes affecting
opportunities for investment, the money market and business conditions
generally.

In the Hope case the Court stated:

... It is important that there be enough revenue not only for operating
expenses, but also for the capital costs of the business. These include service
on the debt and dividends on the stock . . . . By that standard, the return to the
equity owner should be commensurate with the return on investments in other
enterprises having corresponding risks. That return, moreover, should be
sufficient to assure confidence in the financial integrity of the enterprise, so as
to maintain its credit and to attract capital.
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Case No. 99-070 Weaver - 3

These principles have been confirmed in Permian Basin Area Rate Cases, 390 U.S. 747 (1968)
and Federal Power Comm, v, Memphis Light Gas & Water Division, 411 U.S. 458 (1973).
Dr. Weaver, how do you interpret these economic principles?

From a financial perspective, these U.S. Supreme Court decisions set forth three
interrelated criteria that a regulatory determined rate of return should meet. First, the return
should be comparable to the return that is earned by other companies that have similar risk.
Second, the return should enable the regulated utility to obtain funds from the capital market at
a cost commensurate with its risk. Third, the return should be sufficient to preserve the
financial integrity of the company.

How do your findings assure compliance with your interpretation of thosé economic
principals?

I have selected methods for determining the cost of equity that rely on the “opportunity
cost principal” and data from the capital market for Atmos Energy Corporation (Atmos), the
owner of WKGC, and for companies similar to Atmos. WKGC is a division of Atmos. The
reliance on the opportunity cost principal assures compliance with my interpretation of the
requirements of Bluefield and Hope.

Would WKGC have the same risk as Atmos since it is a division of Atmos?

No it would not. A forecasted test-year is being used to determine the rates for

WKGC in this proceeding. The use of a forecasted test-year reduces the equity risk associated

with the earnings of the WKGC division.
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Case No. 99-070 ’ Weaver - 4

How does the use of a forecasted test-year reduce the equity risk?

A forecasted test-year reduces equity risk in several ways. Some of the risk reduction

benefits include:

WKGC is using a test year that incorporates all foreseeable changes in the rate base,
operating income, and the cost of capital.

The foreasted test-year assumes a reduction in risk because it uses less leverage.

The forecast period extends over a time horizon that is long enough to permit the new
rates to go into effect near the beginning of the test-year and this will permit the
majority of the change in the rate base, operating income and cost of capital to be
factored into rates.

WKGC will be able to file an application for a change in rates in anticipation of a
decline in the rate of return before it occurs.

WKGC will have more stable interest coverage ratios and a smaller variance of
coverage.

WKGC'’s earnings to Atmos will be more predictable and, since WKGC is one of
Atmos’ five major gas distribution company divisions, this will reduce the risk of
Atmos.

What is the opportunity cost principal?

The opportunity cost principal is based on the fact that, in the capital market, investors

have numerous alternatives in which to invest. It recognizes that investors either directly or

indirectly consider the prospective risk and return opportunities that are available from each

investment alternative. Investors, after comparing their alternative investment opportunities,
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Case No. 99-070 Weaver - 5

will choose those investments which are expected to have the highest level of exp;ected return
for a given level of potential risk.
How will the use of a forecasted test-year affect the opportunity cost principal?

If Atmos risk is reduced because of WKGC’s use of a forecasted test-year, the
company could be in a lower risk class with respect to its required return. Consequently, its
required rate of return at its lower level of risk will also be lower.

How does the opportunity cost principle work to assure that the cost of equity meets the
comparable earnings mandate that you described earlier?

The first Bluefield and Hope mandate requires that the regulated company’s return be
comparable to the return earned by other companies that have similar risk. In the capital
market, investors continuously compare the expected returns and risks of investment
alternatives to make their purchase and sell decisions. The purchase and sell decisions affect
the supply and demand for securities, which, in turn, causes stock prices to rise or fall. Asa
result, stock prices reflect the return and risk expectations of a single investment opportunity
relative to all other investment opportunities that exist in the capital market. Comparability of
earnings automatically occurs from the use of cost of equity determination models that are
implemented with stock price data.

How does the use of the opportunity cost principal assure compliance with the ﬁnancial‘
integrity principal?

If a firm's return was so low that it could not pay its expenses when due, it would be

more risky, and investors would not purchase that company's stock. Its stock price would fall,
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Case No. 99-070 Weaver - 6

with all other factors remaining the same, causing its cost of capital to be considerably higher
than the cost of capital for other firms. In regulation, the increased cost of capital would result
in a higher return and higher rates. This would increase revenues and improve the regulated
company’s financial integrity. Once again, the use of stock price data from both the individual
company and a group companies in a cost of equity determination model assures that financial
integrity will be maintained.

Please explain the relationship of the opportunity cost principal with the capital
attraction mandate.

In the capital market, each firm is in competition with other firms to obtain capital at
the lowest cost. Since the cost of equity rate is determined from the price that investors have
been shown to be willing to pay for a security, it reflects the capital market's cost rate for
attracting capital.

You stated you used stock market data for Atmos and for companies that are similar to
Atmos. How many companies did you use in your analysis?

I'used data from four companies. These companies were Energen Corporation,
Laclede Gas Company, New Jersey Resources Corp., and Piedmont Natural Gas Company.
The use of capital market price data from Atmos and from the four companies causes the
results to be in compliance with the Bluefield and Hope mandates that the return (1) be
comparable to the return earned by other firms with similar risk, (2) preserve the firm's

financial integrity, and (3) enable it to attract capital.
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Dr. Weaver, what cost of equity determination methods did you use in this analysis?

I used the discounted cash flow (DCF) technique, the Capital Asset Pricing Model
(CAPM), and the bond-yield-plus-risk-premium approach (bond-risk-premium). These
methods are discussed in Appendix II to this testimony.

What capital market data does the DCF method use to conform to the opportunity cost
principle?

The DCF method incorporates stock prices by requiring the dividend yield as one of the
two components of the model. The dividend yield is determined from stock price data taken
from the capital market. It is calculated as the expected dividend amount divided by the stock
price.

What capital market data does the CAPM require?

All of the data used by the CAPM comes from the capital market. The model’s
measurement starts with the risk-free interest rate that is observed in the capital market. The
interest rate on government bonds or bills is usually used as a proxy for this risk-free rate. An
equity risk-premium is added to the risk-free rate. This premium is determined as the average
risk premium charged by equity securities in the capital market. This average premium is then
adjusted to reflect the risk-premium of the company being evaluated. This is done by
multiplying the market risk premium by Beta. - The specific company’s equity risk-premium,

when added to the risk-free rate, indicates the cost of equity.
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Please explain how the bond-risk-premium method complies with the opportunity cost
principal.

The bond-risk-premium method estimates the cost of equity by adding an equity risk
premium to an interest rate. The interest rate is directly observed in the capital market. 1
measure the risk premium by subtracting the equity returns earned by the companies from
long-term Treasury bonds. This provides a risk premium that can be added to current and
forecasted long-term Treasury bond rates. The cost of equity provided by this method, since it
uses the actual risk premiums measured in the capital market, complies with the opportunity
cost principal.

What steps did you take in your cost of equity analysis?

I first selected similar companies to use for the analysis. Next, I examined economic

- data to gain information about the current levels of capital market costs. I then implemented

the DCF, CAPM, and the bond-risk-premium models to obtain information about the cost of
equity. I also examined the effect of using a forecasted test-year on risk before I made my final
determination about the cost of equity for WKGC. When I made the final determination for
WKGC, I took its lower risk from use of a forecasted test year into constderation.
Please describe how you selected the four companies that you used in this analysis.

I examined the risk measures for the companies and compared the risk of these
companies to the risk of Atmos. The measures that were used to select similar companies
were the common equity ratio, net sales to total assets, total asset size, the rate of increase in

total assets in 1998, and total liabilities to total assets. I then examined other data to obtain




Case No. 99-070 Weaver - 9

additional information about the risks of Atmos and the four companies. The other data that I
examined were the capital structure ratios, cash flow ratios, Standard and Poor’s risk

assessment measures, and Value Line assessment measures.
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Selection of Companies and Risk Analysis

Q. Dr. Weaver, what steps did you use to select the companies you used for this

analysis?

The data that I used to meet the selection criteria for the companies is shown in

Schedules 1 - 4 of my Exhibit and summarized on Schedule 5. [ started with the twenty

four investor owned gas distribution companies that are listed in Value Line. I reduced

the number of companies in four general steps.

1st-

2d-

3d-

I hsed Atmos’ 1996-98 average of the common equity ratio of 52.9% and selected
all companies that had a common equity ratio within +/- 7.5% of Atmos. There
were sixteen companies other than Atmos that had common equity ratios in this
range. Schedule 1 in the exhibit provides the common equity ratio data. I
eliminated Keyspan which was formed in May 1998 by a merger of Brooklyn
Union and Long Island Lighting. It is a combination electric and gas company.

I next examined the market service area that is reported by Value Line for the
fifteen remaining companies. I eliminated AGL Resources, Peoples Energy
Corporation and Washington Gas Light because the service area for these
companies are concentrated in Atlanta, Chicago and Washington, D.C. -- all
urban areas, far different from the service area of Western Kentucky.

I examined the sales to total assets for the twelve companies that remained. This

ratio reports the dollars of sales per dollar invested in assets. The inverse of this
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ratio, assets to sales, is sometimes used as a measure of operating leverage because
generally, the more assets a company uses to produce sales, the more fixed costs it
has. Companies that have similar sales to fixed costs could be expected to have
similar operating leverage. Atmos has a sales to total assets ratio of 82% which
can be interpreted as sales of $0.82 per $1.00 of assets. I eliminated Northwest
Natural Gas Company whose sales to total assets ratio was 30% and South Jersey
Industries, Inc. that had a ratio of 55%.

Last, I examined the size of the remaining ten companies as measured by the dollar
value of the total assets. These are reported on Schedule 3. Atmos, in 1998, had
total assets in the amount of $1,141,390. I selected all companies whose total
assets were between $750,000 and $1,250,000. These bands caused Providence,
Cascade, CTG, NICOR, and Connecticut Energy to be eliminated. In addition,
NUI was eliminated becéuse it had negative total asset growth between 1997 and

1998.

Four companies remained. These were: Energen, Laclede, New Jersey Resources, and

Piedmont. I examined the total liabilities to total assets for these companies and they were

in a range between 62% and 67% -- close to Atmos’ ratio of 68%.
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Q.

A

Please summarize the selection measures for the four companies.

Schedule 5 provides a summary of the selection measures. The measures for
Atmos are shown on the bottom line of that schedule.

The average measures for the selected companies are close to the corresponding
measure for Atmos. Recall that Atmos had an average common equity ratio of 52.9%.
The average common equity ratio for the four companies was 51.8%. Atmos has $0.13
more in sales per dollar of total assets than do the four companies; its 1998 total assets,
in thousands, was $1,141,390 compared to an $967,616 average amount of total assets
for the four companies. Atmos total assets increased by 4.9% from 1997 and 1998 while
the total assets for the four companies increased by 7.1%. The total Liabilities to total
assets was 68% for Atmos and 65% for the four companies. The average of the selected
companies data is sufficiently close to Atmos to cause the results to meet the comparable
risk standard of Bluefield and Hope.

What are the risk implications of these measures?

These measures indicate that Atmos has close to the same amount of risk as the
selécted companies.

What other risk measures did you examine?

I examined the capital structure, the cash flows, and published risk measures from
Standard and Poor’s and Value Line.

Capital Structure
Please discuss the comparison of Atmos’ capital structure with the capital structure

for the selected companies.
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1 A. The total capitalization for Atmos is shown on Schedule 6 and the capital structure
2 ratios are shown on schedule 7. The 1968 common equity ratios in Schedule 7 are
3 different than the common equity ratios shown on Schedule 3 because the ones in
4 Schedule 7 include the current portion of long-term debt and short-term debt as a part of
5 the capitalization.
6 Total leverage includes short-term debt, long-term debt and preferred stock. All
7 three have fixed capital service payments -- interest for debt and preferred dividends for
8 preferred stock. These fixed capital service payments, with the exception of preferred
9 dividends, are a contractual obligation and must be paid, regardless of the level of
‘ earnings. As a practical matter, preferred dividends must also be paid or the issuing
11 company will have difficulty obtaining new funds from the capital market.
12 The fixed charge items in the capital structures are sufficiently alike so that the
13 selected companies will have similar risk from financial leverage. Atmos has 58.5% fixed
14 capital service payment financing (long-term debt, short-termr debt, and preferred stock) as
15 compared to 54.9% for the four companies. Atmos has nearly the same amount of short-
16 term debt and more long-term debt but no preferred stock. Atmos, having more fixed
17 charge capital, has somewhat more financial risk than the four companies.
18 Cash Flow Analysis
19 Q. Dr. Weaver, would you explain your cash flow analysis?
20 A I evaluated cash flow ratios for the years 1997 and 1998. These ratios dealt with
‘ the cash flow coverage of interest, total dividends, investing activities, and net income.
22 The data was taken from Compact Disclosure.
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Did you use the same cash flow ratios that are used by Standard & Poor’s?

No. Standard and Poor’s excludes changes in working capital accounts in its
calculation of the amount of cash available for covering interest, debt, or new plant. The
coverage ratios that I use are calculated from “cash flow from operating activities” that is
defined by FASB 95.

The exclusion of working capital may be inconsequential when only minor changes
occur in the current asset or liability accounts. When large changes occur, however, the
amount of cash available for coverage would be either over- or under-stated unless
accounted for in the cash flow statement. For this reason, the coverages calculated
according to FASB 95 provide better information for the analysis.

Q. Where do you show the cash flow coverages for Atmos and for the four gas
distribution companies?

A Data for the individual companies is shown on Schedules 8 through 12. A
summary of the cash flow coverages for Atmos and the four gas companies is shown on
Schedule 13.

What does the cash flow coverage of interest indicate?

The cash flow coverage of interest expense indicates how many times cash flow
from operating activities covers interest. A low ratio would indicate a greater risk that the
firm would have difficulty making its contractual interest payments. A higher ratio would
indicate less risk. The stability of the cash flow is also important. A company with a very

stable cash flow could have a smaller coverage and still be less risky than a company with
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a larger coverage but a cash flow that has considerable variability.
How does Atmos’ cash flow coverage of interest compare to the four companies’
coverage?

The cash flow coverage of interest expense was determined by adding interest
expense back to cash flow from operating activities and this amountlwas then divided by
total interest expense. The average company in the four company group had a 4.02 times
coverage and Atmos’ cash flow coverage of interest was 3.31 times.

This coverage indicates that neither Atmos nor the four companies have much risk
from their use of leverage. Atmos’ cash flow from operating activities would have to fall
by more than 231% before there would be insufficient cash flow to make all of its interest
payments. For the four companies as an average, the cash flow from operating activities
would have to fall by 302%. In either case, cash flow would have to decrease
substantially before there would be any risk of having insufficient cash flow to make
interest payments. Of note, these coverages occurred during years in which the winter
heating months were unusually mild. There was good coverage even under the adverse
circumstances of lower than average gas sales.

Please proceed to discuss the cash flow coverage of total dividends.

The cash flow coverage of dividends shows the number of times that internally
generated cash flow covers the amount of total dividend payments. A company with a
low coverage might be in danger of having to reduce or even eliminate a dividend

payment.
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What is the cash flow coverage of the common dividends?

Atmos’ cash flow of divideﬁd coverage averaged 2.74 times and the four company
group averaged 3.19 times. There is little risk of a dividend reduction.
What does the cash flow coverage of investing activities represent?

The cash flow coverage of investing activities indicates how many times cash flow
from operating activities cover long-term investments in plant and other assets. A ratio
greater than 1.0 indicates that internally generated funds are sufficient to cover
investments if there were no-dividend payments or payments to cover maturing financial
assets. When the coverage after dividends and maturities exceed the proportion of equity
in the capital structure, the company can pérform external financing with debt and not
have its capital structure equity ratio decline.

- The higher the coverage, the less likely the company will be forced to seek
substantial external financing to acquire assets. Therefore, a high ratio indicates greater

protection from the vagaries of the capital market.

What were the cash flow coverages of investing activities?
: Atmos’ cash flow coverage of investing activities averaged .67 times as compared
to 1.03 times for the four gas distribution companies. |
What does this indicate?
This shows that, since this measure exceed the equity ratios, both Atmos and the

four companies would be able to maintain the current debt ratios without external equity
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financing if there were no dividend payments or debt maturities. For the four companies,
there is little risk associated with having to acquire external equity capital for financing
fixed assets acquisitions. Internally generated cash flow is sufficient to provide the equity
component of the investments in fixed assets. However, Atmos, with a lower coverage,
has a greater likelihood of having to perform external equity financing than the four
companies.

What does the cash flow coverage of net income indicate?

The cash flow coverage of net income is a measure of the quality of earnings. It
represents the number of dollars of cash flow from operating activities per dollar of net
income reported on the income statement.

What did.you find about this coverage measure?

Atmos’ coverage measure averaged 2.27 times while the coverage measure for the
four companies averaged 2.35 times.
What does this indicate?

This indicates that both Atmos’ and the four companies’ reported net income are
of high quality. Atmos, with $2.27 in cash flow for each $1.00 of reported Net Income

has a very high quality of reported net income.

What do you conclude abeut the cash flow coverage measures?
The cash flow measures indicate that, from a cash flow perspective, Atmos has a

little more risk than the four company group. This risk difference is caused by Atmos’
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smaller interest and dividend coverage, and its greater potential to be required to perform
external equity financing for investing activities.

Published Risk Measures
What published risk measures did you examine?

The published risk measures are shown in Schedule 14 and 15 of my Exhibit. The
comparative measures that I examined were the Standard & Poor’s risk evaluation, beta,
and Relative Strength and the Value Line Safety Rating and beta.

Why did you examine published risk measures?

Many investors rely on published risk measures to make their stock purchase and
sell decisions. These measures provide additional information for comparing the risks of
the selected companies to the risk of Atmos.

You show both Standard and Poor’s and Value Line betas. What is Beta?

Beta is a measure of systematic risk; that is, risk that is common to all companies.
Systematic risk could be caused by something like a change in the rate of inflation, or a
political event, a war, or a change social-economic conditions. Obviously, some
companies have greater exposure to the occurrence of any single event than other
companies and they have more systematic risk. Systematic risk is caused by an event that
affects all companies to some degree but not necessarily the same degree.

Beta is measured from the company’s stock sensitivity to general changes in stock
market prices. A beta that equals 1 would represent an average company whose stock

price changes are nearly identical to the market. These companies are said to have
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average systematic risk. Companies that are less risky have Betas less than one and
companies that are more risky have Betas greater than one.
What are the Betas for the four gas distribution companies?

The Betas for the four companies are shown in the center column on Schedules 14
and 15. The S&P Betas for the four companies average .46 versus an S&P beta for
Atmos of .18. The Value Line Betas, on Schedule 15, average .61 for the four companies
and .55 for Atmos.

In general, what do these Betas for the gas distribution companies indicate?

The four gas distribution companies have about half as much systematic risk as an
average company. Atmos’ beta is slightly lower than the average for the selected
companies indicating that it has even less systematic risk.

Would you continue by describing the Standard and Poor's risk evaluation?

The S&P risk rating reports the volatility of the stock’s price over the past year.
Companies whose stock prices are more volatile are perceived to be more risky.

All of the four gas distribution companies’s stocks have low volatility. This -
indicates that these companies are perceived to be less risky than an average company.
What is the S&P relative strength rank and what does it show?

The S&P relative strength rank reports, on a scale of 1 to 99, how the stock has
performed relative to the other companies that S&P follows. The stocks of the four
companies are ranked between 23 and 79. The average ranking for the four companies is

41. This indicates that the four, as a composite, have performed a little poorer than an
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average company. Atmos is ranked as having a lower relative strength rank than the four
companies. Its ranking is 22.
You show a Value Line safety rank. What is this measure?

The Value Line Safety Rank is a combination of the Value Line’s Financial
Strength rating and the Value Line’s Stock Price Stability Rating.

What do the Financial Strength and Stock Price Stability ratings indicate?

Value Line analysts assess the financial leverage, business risk, company size, and
other factors for each of the approximately 1,700 companies that they follow. The result
of this assessment is the Financial Strength rating.

The Stock Price Stability Index is based upon a ranking of the standard deviation
of weekly percent changes in the price of a stock over the last five years. The top 5% are
assigned an index value of 100, the next 5% an index value of 95, and so forth.

How are these combined into a Safety Rating?

The approximately 1,700 companies are classified into five groups. Group 1
contains cdmpanies that are the safest. The companies in group 5 are the least safe.
What is the Safety Rating for the four gas distribution companies?

Three of the four companies have a rating of “2" and one has a rating of “1". The
rating “2" represents a safer than average or a below average risk rating and the rating of
“1" is in the safest 20% of the companies that Value Line follows. Atmos rating is also a

“2" which means that they are in the top 40% group.
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What do you conclude frorﬁ your analysis of the published risk indicators for the
four companies?

The published market measures indicate that the four companies are less risky than
an average company. This indicates that the cost of equity for these companies should be
lower than the cost rate for an average company. Since Atmos is similar to these four
companies, it also is less risky than an average company. Its cost of equity will also be
lower than the cost for an average company.

Risk Analysi mm
Dr. Weaver, please summarize your risk analysis.

The four companies in the gas distribution industry that were selected for this
analysis have about half as much risk as an average publicly held company. This is
indicated by published risk measures, Betas, and cash flows.

Atmos, prior to considering the forecasted test-year, is similar to these companies
but it is somewhat more risky than the four companies. Its published risk analysis was
similar all but its relative strength rahk. This measure for Atmos indicates more risk. Also,
it is a little more risky from its greater use of financial leverage and from its lower cash
flow coverages.

The use of the forecasted test-year in this proceeding mitigates that risk. The
forecasted capital structure contains less debt leverage than the amount used by the fQur
companies. Atmos’ beta as measured by both Standard and Poor’s and Value Line is
lower than the Beta of the four companies. This offsets some more of the differences in

risk. I conclude that Atmos is less risky than the four companies.
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The Economic Environmen

Dr. Weaver, what economic measures did you consider in your review of present
and pe}rspective economic conditions?

I considered the business cycle as measured by Gross Domestic Product (GDP),
the inflation rate as measured by the Consumer Price Index (CPI), interest rates, and
forecasts of economic measures.

What measure of the business cycle did you examine?

I examined the percentage real rate of change in GDP. This measure provides the
rate, in inflation adjusted values, at which the final output of goods and services are
consumed in our domestic economy. | Positive values indicate a growing economy and
negative values indicate a declining economy.

The rate of economic growth provides a mixed message for investors. Too high a
growth rate could be inflationary. The inflation would be caused by the demand for goods
and services outstripping the supply. A negative growth indicates recession. An ideal
growth rate is in a range from 2% to 4%. The real change in GDP has been in this range
since 1992.

What did you find?

The data is provided in Schedule 16. This Schedule shows the real rate of change
in GDP since 1976. During this period, there have been three downturns in economic
activity during this period; in 1980, in 1982, and in 1991. Since 1992, our economy has
been growing at a rate between 2.3% and 3.9%. Schedule 17 provides the Value Line

forecast for the expected change in GDP through 2003. This forecast indicates that the
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growth in the economy over the next five years is expected to be similar to the growth of
the previous five years and be in a range betwéen 2.3% and 3.8%.
What do the measures show about inflation?

Schedule 16 also shows the percentage change in the CPI for the period 1976
through 1998. Since 1992, the rate of change in the CPI has been at 3% or below.
Schedule 17 shows that the rate of inflation is expected to be 2.8% in 1999, and below
that for the years 2000 through 2003.

Please discuss the interest rate data that you examined.

Schedule 18 shows Moody’s Public Utility Bond Yields since 1980. This schedule
provides the annual average rates from 1980 through 1998 and monthly average rates for
January through July, 1999 and August, 1999 month-to-date. So far in 1999, the rates for
A rated utility bonds have ranged from a low of 6.97% in January to a high of 7.87% in
August.

The interest rates have risen from January to August, 1999 but the yield spread has
narrowed. The spread between Aaa rated and Baa rated bonds was 89 basis points in
January, 1999 and it has been consistently narrowed in each successive month except
between May and June. In August MTD the spread was 61 basis points. Investors are
not demanding and receiving a consistently larger risk premium for riskier-lower rated
bonds. This indicates that the rise in interest is a result of monetary policy rather than a
change in investor confidence.

In contrast, consider 1984, when the growth rate of the economy was 6.2%, a rate
at which some analyst thought could kindle inflation, the spread was larger in this year. It

ranged from 12.72% to 14.53%, a spread of 181 basis points. A low yield spread
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q generally indicates a high level of investor optimism and a high yield spread indicates

2 pessimism..

3 What does the forecast for interest rates indicate?

4 Schedule 19 shows the forecast for 3-month Treasury Bills and 10-year Treasury

5 Bonds through the year 2003. The forecast for the Bills indicates that short-term rates are
6 expected to be near the same rate as they have been in the previous five years. Longer-

7 termed rates, as indicated by the Bonds, are expected to be 114 basis points lower over

8 the five yéar forecast period. The average 10-year T-bond rate for 1994 through 1998

9 was 6.70% and the average for the five year forecast is 5.56%.
10 What do you conclude from this analysis?

12

13

14

The expected economic growth, inflation, and level of interest rates should permit
capital costs rates to remain at or near the existing low levels. The forecasts reflect
continued investor optimism and imply that cost of equity rates are expected to be

relatively low and remain low for the next five years.
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Part Five: Cost of Equity
Dr. Weaver, you stated earlier that you use the DCF, the CAPM method, and the
Bond-Yield-Risk-Premium methods. Which method for estimating the cost of
equity will you discuss first?

I will discuss and present the DCF results first. This will be followed by the
CAPM results. The Bond-Yield-Risk-Premium confirmation will follow this.

What is required to implement the DCF method?

The DCF method requires an estimate for growth in dividends and market price
appreciation, and a dividend yield.

How did you determine the growth estimate for use in the DCF model?

There are a variety of ways to estimate the rate of growth for dividend and market
price appreciation. These include using analysts’ forecast of earnings growth or using
historical data to extrapolate growth based what happened in the past. The use of a
variety of measures for estimating growth are discussed in Appendix II. I will discuss the
historical growth rates first.

What historical growth rates did you use?

T'used growth rates for earnings per share (EPS), dividends per share (DPS), and
book value per share (BVS) from Value Line. The historical growth rates are shown in
Schedule 20 of my exhibit. The growth rates for Atmos and for the four company group
are similar for all three of these measures. EPS was 4.5% and 4.8% for the four
companies; DPS was 4.0% for Atmos and 4.1% for the four companies; and BVS was

4.5% for Atmos and 5.0% for the four companies.
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Q. What analysts’ forecasts did you use?

I used two sources of data for obtaining the growth forecasts, I/B/E/S and Value
Line. I obtained the I/B/E/S estimates from Compact Disclosure and the Value Line from
their published company reports.

How are these forecasts compiled?

I/B/E/S does monthly surveys of security analysts’ and averages the estimates.
Value Line employs in-house analysts who make three to five year forecasts for revenues,
cash flow, EPS, DPS, and BVS.

What were the projected growth rates?

The growth forecasts are shown Schedule 21. The average I/B/E/S EPS growth
rate over the next five years is projected to be 8.1% for Atmos and 5.6% for the four
companies. Value line forecasts for EPS, DPS, and BVS for Atmos are projected to be
11.5% 4.5% and 8.5%. The same values for the four companies are: 6.9%, 3.4%, and
6.5%.

A summary of the growth rates follows:

Analysts’ Forecasts
. Four

Source Atmos Companies
I/B/E/S: 8.1% 5.6%
Value Line

EPS 11.5 6.9

DPS 45 34

BVS 85 65
Value Line Average . 8.2 5.6
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1
2
3 Historical Data
4 Four
5 ; , Atmos Companies
6 EPS 4.5 48
7 DPS 4.0 4.1
8 BVS 45 20
9 Average 43 4.6
10
11
12 How do you interpret these measures?
13 A The historical results are an indication of the current period’s economic stability.
14 The historical growth rate for Atmos was 4.3% and for the four companies, it was 4.6%.
15 The average of the forecasts done by Value Line was very close to the forecasts compiled
' by I/B/E/S -- for Atmos it was 8.1% and 8.2%, and for the four companies it was 5.6%
17 for both I/B/E/S and Value Line. Atmos’ growth estimate is 2.6 percentage points higher
18 than the growth estimate for the four companies.
19 Q. How do you use these data to determine a growth rate in the DCF model for
20 determining the cost of equity
21 A I use these measures in the DCF model and estimate a range of values. I use this
22 range to provide information for determining the cost of equity. I do not depend solely on
23 this information to augment my judgement about the cost of equity. I also use information
24 obtained from the CAPM and the bond-yield-risk-premium method when making my
25 recommendation.
26 What data did you use to calculate the dividend yield?

°

The dividend yield was calculated by dividing the current annual dividend rate by
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the average stock price for August 23 through September 3, 1999. The annual dividend
rate was determined by multiplying the most recent quarterly dividend amount by four.
Schedule 22 shows the calculation of the dividend yield. The dividend yield was
calculated for each of the four gas distribution companies and then it was averaged. The
average dividend yield for the four companies in the sample was 4.53%. For Atmos, it
was 4.45%.

Why did you use the dividend rate rather than the actual amount of dividends paid
the previous year to calculate the dividend yield? |

Dividends are paid quarterly. The rate, based on the latest quarterly amount, is
higher and compensates for not compounding the dividends on a quarterly basis.

How did you apply the dividend yield to the DCF model?

The DCF model requires an expected divided yield rather than a historical dividend
yield. The expected yield is determined by multiplying the current yield times one plus the
growth rate. These are shown in the next to last column of Schedule 23. The adjusted
dividend yields are added to the growth rates to form an estimate for the cost of equity.
What do the DCF results show?

The unadjusted DCF results for Atmos average 8.98% using historical growth
and 12.96% using forecasted growth. The unadjusted historical growth results for the
four companies average 9.37% and it was 10.38% using forecasted growth.

Dr. Weaver, did you make a flotation cost adjustment to dividend yields?
No, 1did not. A flotation cost adjustment should not be used for this cost of

equity determination because, according to the testimony of Mr. John Reddy, Vice
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President and Treasurer of Atmos, the company plans a $26 million equity sale in
November, 1999 but none beyond that other then through its Direct Stock Purchase Plan
and Employee Stock Ownership Plan. Mr. Reddy discusses the financing plans on pages
5, beginning at line 14 through page 7, line 5. The November issue should be
consummated prior to the hearing for this case.

Did you make adjustments to the information provided by the analysis?

Yes. The filing in the case used a forecasted test year from January 1, 2000 to
December 31, 2000. The use of a forecasted reduces the risk to Western Kentucky in two
ways. First, the forecasted capital structure has less debt and more equity and second, it
increases the likelihood that the actual return will be at least equal to the return that is
authorized. This change in risk must be considered when making the final
recommendation. However, before I made any adjustments, I also examined the CAPM
and bond-yield-risk-premium information.

You indicated that you also used the CAPM. What do these results show?

Schedule 24 shows the CAPM results for the selected companies and Schedule 25
shows the CAPM results for Atmos. As has been previously discussed, the CAPM
requires a beta, a market return, and a risk-free rate. The Betas that I use are shown in
Schedules 14 and 15. For market returns, I use the I/B/E/S and Value Line forecasts. I
used a variety of interest rates as the risk free rate. The sources for the interest rates are
shown on the second page of Schedule 24.

The various combinations of variables in the CAPM model result in 24 different

estimates for the cost of equity. The average rate was 10.85% for the selected companies.
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Its range was from a low value of 9.44% to a high value of 12.33%. The standard
deviation of the 24 outcomes was 0.12%. The low standard deviation is the result of 17
of the 24 values being between 10.0% and 11.9%.

The CAPM results for Atmos, using the number of combinations, was 9.09% with
a standard deviation of 1.58%. Its individual observations range from a low value of
6.43% to a high value of 11.09%. Only twelve of its twenty-four measures fall between
10.0% and 11.9%.

Dr. Weaver, why do you use so many combinations of data in the CAPM model?

Recall that our purpose is to determine investor thinking regarding the values of
the investment alte':mativés. in the capital market. It is the investors in the capital market
that determine the cost of equity capital when they make their buy and sell decisions. The
various combinations of variables reflect the risk-free rate, market return, and Beta
assumptions that investors might use in CAPM to estimate the cost of equity.

Dr. Weaver, what did the bdnd-yield-equity-risk-premium model show?

An equity risk premium is required for this approach. I performed a study of the
equity risk premium for the four gas di/stribution companies. To determine the risk
premiums, I subtracted the realized returns on equity for the period 1989 through 1998
from the rate of return on long;tenn government securities. In this determination, I
examined combinations of one-year, two-year, through nine-year holding periods.
Schedules 26 through 31 shows how that study was made and it provides the results of
that study. The four gas distribution company risk premium was 7.0%.

How did you use the risk premiums?

I added this premium to the current and forecasted 10-year government bond rates
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to obtain an estimate for the cost of equity.
What current and forecasted rates did you use?

I used three rates: a current 10-year government bond rate @ 6.4%; the 1999 and
2000 forecasted 10-year treasury bond rate @5.75%; and a long-term projected 10-year
bond rate @ 5.40%. ‘ \‘

Where did you obtain these rates?

The current rate was obtained form the Federal Reserve Statistical Release on
September 3, 1999. The forecasted rates are from the Congressional Budget Office
“Update” published on July 1, 1999.

What results did you obtain using these rates?

When the current bond rate of 6.4% is added to the 7.0% risk premium, the

resulting cost rate is 13.4%. The forecasted 5.75% rate, when added to the risk premium

results in a 12.8% rate. When the 5.4% long-term projected rate is used, the resulting

cost estimate is 12.4%.

The range that contains the rates obtained using the bond-yield-risk-premium
method is from 12.4% to 13.4% and its average is 12.9%.
Please provide a summary of the results of the three methods.

The average results for the three methods for the selected companies and Atmos

are:
Selected
ompanies Atmos
DCEF - forecasted growth 10.38% 12.96%
DCF - historical growth 9.37% 8.98%
CAPM 10.85% 9.09%

Bond-Yield-Risk-Premium 12.90%
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Dr. Weaver, what is the cost of equity for WKGC?

The cost of equity for WKGC is in the range from 9.75% to 10.75%. This cost of
equity acknowledges that WKGC less risky than it was because of its use of a forecasted
test year. First, the forecasted capital structure has about seven percentage points more
equity and seven percentage points less debt. The smaller amount of leverage in the
capital structure reduces the financial risk and the equity risk premium. Second, the use of
a forecasted test-year provides a greater opportunity for the company to earn its
authorized rate of return. Rates will go into effect near the beginning of the forecasted
test-year and anticipated experises have been incorporated into that test-year.

Three of the measures obtained from the analytical models are below the 9.75-
10.75 range, one is in it and three are above it. One of the three measures that is above it
is near the upper bound -- the 10.85% result.

The risk analysis indicated that Atmos was only a little more risky than the four
companies that were selected for the analysis. WKGC, because of the reduction in risk
from the use of the forecasted test year will be more similar to the four companies. The
9.75% - 10.75% range contains two of the outcomes found using the data from the
selected companies. One outcome is below it and one is above it. It is the cost of equity
that the WKGC division should be permitted to earn.

Dr. Weaver, what capital structure did you use?
I used the thirteen month average capital structurg for the period ending December

31, 2000. This is the capital structure determined by the company in
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the filing requirements. It contains 9.4% short-term debt, 40.4% long-term debt and
50.2% equity. The average capital structure at the end of the base year (September 30,
1999) has 42.7% equity as compared to 50.2% equity for the forecasted test-year. The
reduction in debt reduces the risk of WKGC..

What cost rates do you recommend for short-term and long-term debt?

I have examined the short-term debt rate of 6.1% and the long-term debt rate of
8.06% that the company has recommended. I have found that the cost of short-term debt
should be 5.70%. This rate incorporates income from temporary investments. The 5.7%
is the average effective cost rate for short-term debt for the period July, 1998 through
June, 1999. These are shown in Schedule 33.

I calculated the yield to maturity for the long-term debt and found it to be close to
the 8.06% that Company Witness John Reddy request be adopted as the cost of long-term
debt (Page 7, pre-filed testimony).

What did you find the cost of capital to be?

The cost of capital is in a range from 8.69% to 9.19%. This is the range for the
rate of return that I recommend be used for determining the revenue requirement for
WKGC.

Dr. Weaver, does this conclude your testimony?

Yes.
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Statement of Qualifications

for
Carl G. K. Weaver

PLEASE BRIEFLY DESCRIBE YOUR PROFESSIONAL EXPERIENCE AND
EDUCATIONAL BACKGROUND.

I was with the Virginia State Corporation Commission from June, 1976, to
August, 1979. This Commission has regulatory authority over public utilities, banks,
insurance companies, railroads, and motor carrier transportation companies operating in
Virginia. In July, 1977, I founded the Economic Research and Development Division at
the Virginia SCC and became its first Director.

The Economic Research and Development Division was established to provide
financial and economic support for other divisions of the Commission. Prior to founding it
and becoming its first Director, I served the Commission as a public utility financial and
economic analyst in the Public Utility Accounting Division.

During this time, I also was a lecturer in the Graduate School of Business
Administration of the College of William and Mary. I taught a course in portfolio theory
in the fall semester of 1977 and 1978, and in the spring semester of 1979.

I left the State Corporation Commission and joined the faculty of James Madison
University in August, 1979. While at JMU, I worked with M.S. Gerber and Associates,
Inc., a utility consulting firm. I participated in the development of the Financial

Information Model and the Midas Model which is marketed by EPRI. 1also served as
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Director of IMU’s M.B.A. program for the years 1993-1995. Iretired at the end of
June, 19§8 and am an Emeritus Professor of Finance at JMU. [ am also serving as an
adjunct professor of finance at Eastern Mennonite University.,

Prior to joining the State Corporation Commission, I was an assistant professor of
Finance at Virginia Commonwealth University from 1967 through 1976. I taught courses
in financial management, investments, and decision mathematics. I received a leave of
absence from V.C.U. from September, 1971, to June, 1973, to pursue and complete the
course work for a doctoral degree at Florida State University. I was awarded the Doctor
6f Business Administration degree in June, 1975. I majored in finance and minored in
statistics.

I was a field manager with Ford Motor Company prior to joining Virginia
Commonwealth University. A large portion of the job activities consisted of performing
financial analysis of dealers in an assigned zone and advising them in financial management
so that they would be in a better position to represent Ford Motor Company and sell its
products. Other duties included assisting dealers in negotiating financing arrangements. I
was employed by Ford in 1964. My military service also provided me with financial
experience. I was in the Finance Corps and spent the majority of my active duty at the

Finance and Accounting Office at Fort Dix, New Jersey.

Q. DR. WEAVER, PLEASE SUMMARIZE YOUR EXPERIENCE AS AN EXPERT
WITNESS.
A The duties of the Economic Research and Development Division included

providing financial and economic expert testimony before the Commission regarding fair
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rate of return and other matters. As director of the Economic Research and Development
Division, I provided financial and economic expert testimony before the Virginia
Commission. The topics of testimony included the cost of capital, capital structure, cash
flow analysis, attrition, and sale and lease-back financing arrangements. I have also
provided testimony before the Kentucky Public Service Commission and in other

jurisdictions.

PLEASE IDENTIFY THE CASES FOR WHICH YOU PROVIDED TESTIMONY.
I testified in twenty-two cases concerning utility matters before the Virginia State
Corporation Commission. These cases and their topical areas are as follows: Virginia
Electric and Power Company's application for approval for the financial arrangement for
an office building in Case No. 19734, ex parte in regard to investigation of the fuel
adjustment clauses of Appalachian Power Company, et al. in Case No. 19526; on attrition
on Potomac Electric Power Company's application for an increase in rates in Case No.
19686; on rate of return in Appalachian Power Company's application for an increase in
rates in Case No. 19723; on merger and rate of return in Norfolk and Carolina Telephone
Company of Virginia's application for an increase in rates in Case No. 19727, on rate of
return in General Telephone Company of Southeast's application for an increase in rates in
Case No. 19778; on rate of return in Potomac Edison Company's application for an
increase in rates in Case No. 19810; on cash flow analysis in Virginia Electric and Power
Company's application for an increase in rates in Case No. 19730; on fuel adjustment

clause in the investigation of Virginia Electric and Power Company's clause in Case No.
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19818; on rate of return in Amelia Télephone Corporation's application for an increase in
rates in Case No. 19891, on rate of return in Virginia American Water Company's
application for an increase in rates in Case No. 19903; on rate of return in Clifton Forge -
Waynesboro Telephone Company's application for an increase in rates in Case No. 19910;
on rate of return in Virginia Pipe Line Company and Lynchburg Gas Company's
application for an increase in rates in Case No. 19919; on rate of return in Shenandoah
Telephone Company's application for an increase in rates in Case No. 19920; on rate of
return in Roanoke Gas Company's application for an increase in rates in Case No. 19985;
on rate of return in Columbia Gas of Virginia, Inc.'s application for an increase in rates in
Case No. 19988; on rate of return in Washington Gas Light Company's application for an
increase in rates in Case No. 19992; on rate of return in General Telephone Company of
the Southeast's application for an increase in rates in Case No. 20003; on rate of return in
Virginia American Water Company's application for an increase in rates in Case No.
20039; on rate of return in Old Dominion Power Company's application for an increase in
rates in Case No. 20106; on rate of return in Virginia American Water Company's
application for an increase in rates in Case No. 20177; and on rate to return in Virginia
American Water Company's application for an increase in rates in Case No. PUE790021.

I presented testimony before the Commonwealth of Kentucky's Public Service
Commission on CWIP in Louisville Gas & Electric Company's application for an increase
in rates in Case No. 7799; on CWIP in Kentucky Utility Company's application for an
increase in rates in Case No. 7804; on Union Light, Heat and Power Company's

application for rate increase Case No. 8046 and Case No. 9029; on rate of return in




‘ Case No. 99-070 C. Weaver APP.I - 5
1 Louisville Gas & Electric Company's applications for an increase in rates in Case No.
2 8284, in Case No. 8616, in Case No. 8924; and in Case No. 10064; on rate of return in
3 Kentucky Utility Company's application for an increase in rates in Case No. 8624; on
4 Louisville Gas & Electric Company's continuance of construction on Trimble County Unit
5 Number 1 in Case No. 9243, and on rate of return in General Telephone Company of the
6 South's application for an increase in rates in Case No. 9678, on rate of return in
7 Kentucky-American Water Company's application for an increase in rates in Case No. 89-
8 348, on rate of return in Western Kentucky Gas Company's application for an increase in
9 rates in Case No. 90-013, on rate of return in Union Light, Heat and Power Company's
10 application for an increase in rates in Case No. 90-041, on rate of return in Louisville Gas
‘ and Electric Company's application for an increase in rates in Case No. 90-158, on rate of
12 return in Union Light, Heat and Power Company’s application for an increase in rates in
13 Case No. 91-370, on rate of return in Union Light, Heat and Power Company’s
14 application for an increase in rates in Case No. 92-346, on rate of return in Kentucky-
15 American Water Company’s application for an increase in rates in Case No. 95-554, on
16 rate of return in Delta Natural Gas Co., Inc.’s Case No. 97-066 and 99-046 which was
17 merged into Case No. 99-176 and made a presentation on the cost of equity in the
18 conferences held on Louisville Gas and Electric Company’s and Kentucky Utilities
19 Company’s application for approval of an alternative method of regulation of its rates and
20 services.
21 Also, I presented testimony in five cases before the Interstate Commerce

‘ Commission regarding cash flow analysis and rate of return. These cases were heard on
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ICC Docket Numbers 37339F, 37354, 37322, 37507, 1&S Docket Number 9242F, Case
No. 37516, and Ex Parte hearing numbers 415 and 436.

In addition, I presented testimony in four cases before the Ontario Energy Board.
These involved an accounting policy for Union Gas Limited's gas take-or-pay contract in
E.B.R.O. 418, and rate design issues involving ICG Ultilities, Ltd., Consumers Gas
Company, Ltd., and Union Gas Limited in E.B.R.O. 410-2, 411-2, 412-2, 414-2, 429,
and 430-1.

I testified in three cases before the Washington, D.C. Public Service Commission
and one before the New Hampshire Public Service Commission involving the use of the
Regulatory Analysis model (RAm) for analyzing regulatory policies and evaluating the
economic feasibility of converting an oil-generating plant to coal. This testimony was
presented in Case Numbers 715, 737, and 759 in Washington, D.C. and in Case No.
DE80-175 in New Hampshire. I also testified in one case before the Oklahoma
Corporation Commission on rate of return for Arkansas-Oklahoma Gas Company in

Cause PUD No. 000079.

WHAT OTHER WORK HAVE YOU DONE IN REGARD TO PUBLIC UTILITY
REGULATION?

I served as a faculty member for the NARUC Annual Regulatory Studies Program
held at Michigan State University in the summers of 1982, 1983, 1984, and 1985. I taught
the sessions in public utility accounting and financial analysis at this institute.

I have also authored or co-authored the following articles which have appeared in

the Public Utilities Fortnightly: "Cash Flow Statement and Risk Evaluation", published
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February 15, 1990; "The Future of Competition in the Telecommunications Industry”,
published March 5, 1987; "Capital Structure Maintenance: A Challenge for Public
Utilities", published September 4, 1986; "The Accelerated Cost Recovery System - A
Catch 227", published May 13, 1982; "A Resolution of the Rate Base Construction Work
in Progress Controversy", published April 15, 1982.

In addition, I have presented papers to professional associations and have served

on several panels in regard to regulatory matters.




VITA

NAME: Carl G. K. Weaver

ADDRESS: 4713 Wengers Mill Road
Linville, VA 22834

TELEPHONE:  (540) 833-1461

EDUCATION:

1975, D.B.A., Florida State University, Tallahassee, FL.

1969, M.S., Virginia Commonwealth University, Richmond, VA

1964, B.S., Virginia Commonwealth University, Richmond, VA

EXPERIENCE:

September 1999 - Present
July 1998 - Present

August 1979 - June 1998
 January 1993- December 1995
January 1981 - March 1989

May 1976 - August 1979

August 1977 - May 1979

Visiting Professor
Washington and Lee University

Professor Emeritus
James Madison University

Professor of Finance
James Madison University

Director of the MBA Program
James Madison Untversity

Principal, M. S. Gerber & Associates, Inc., Columbus,
OH; a utility company consulting firm.

Director, Division of Economic Research and

Development, Virginia State Corporation Commission,
Richmond, VA

Lecturer in Finance, College of William and Mary,
Williamsburg, VA

1




August 1968 - March 1976 Assistant Professor of Finance, Virginia

Commonwealth University, Richmond, VA

February 1964 - August 1968 Field Manager, Ford Marketing Division, Ford Motor

MILITARY:

Company.

October 1959 - February 1962  Finance Corps., U.S. Army

PUBLICATIONS:
Articles (Refereed)

“Bond Ratings: A Poor Predictor of Equity Risk,” Public Utilities
Fortnightly, October, 1994.
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PROFESSIONAL ACTIVITIES:
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Founded and became first Director of the Economic Research and
Development Division of the Virginia State Corporation
Commission.

Co-developer of FIN, the Financial Information Model. This micro
computer based, financial simulation, strategic analytical model has
been adapted for use by five state regulatory commissions and by the
planning departments of nine electric and gas distribution
companies. Its logic has been adapted by EPRI in the MIDAS model
and by Decision Focus in the LMSTM model.

Developed and conducted three day seminars on the application of
financial analytical techniques in regulation for the Staffs of the
Pennsylvania Public Utilities Commission, Maryland Public Service
Commission, Maine Public Utilities Commission and the Ohio
Public Utilities Commission.

Served as expert cost of capital witness on behalf of regulatory
commission staffs, regulated companies, and state attorney generals
in over forty-five electric utility company, gas distribution company
and telephone rate proceedings.

Served as expert cost of capital witness on behalf of regulated
companies or industry trade associations in annual generic
proceedings before the Interstate Commerce Commission for
determining measures of railroad revenue adequacy in years
1981-1984.

Served as a consultant before state regulatory commissions in
numerous proceedings for the evaluation of utility accounting
procedures, utility company construction programs, and external
financing arrangements.

Served as faculty member, NARUC Annual Regulatory Studies
Program, Michigan State University for the years 1982-1985.




Served as panelist on:

Competition in the Telecommunications Industry, New
England NARUC meeting, Dixville Notch, NH, 1987,

Workshop on Micro-Computers, APPA national meeting,
1983;

Treatment of P & C Insurance Income, Virginia SCC, 1981;

DOE's Workshop on National Energy Act, December, 1978,
and

Outlook for Energy Costs, Valley Economic Seminar, 1977.
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APPENDIX I
Concepts of
Cost of Capital, Risk, Cost of Equity
and

Cost of Equity Evaluation Methods

1 Q. Dr. Weaver, would you please briefly discuss the concept of the cost of capital?
2 A The cost of capital represents the price paid for acquiring money from the capital
3 market. To obtain capital, a firm issues financial assets such as shares of stock, bonds, or
4 notes to investors. A financial asset represents a claim on the earning power and property
5 of the issuer. The priority and security of the claims depend upon the contractual
6 conditions associated with each type of financial asset. Because of variation in the
‘ contracts, risk differs among the shares of stock, bonds, or notes.
8 The shares of stocks, bonds or notes are generally issued to investors through an
9 investment bank or a commercial bank. An investment bank is the intermediary between
10 the demanders and the suppliers of long term funds. The commercial bank is the
11 intermediary between the demanders of funds and the money market.
12 In some instances where subsidiary financing is involved, the parent corporation
13 obtains its funds from the capital market. The subsidiary issues financial assets to the
14 parent in exchange for these funds. In other instances, the subsidiary may place bonds and
15 notes directly with an insurance company or other lender. In this direct placement case,
16 the involvement of an investment bank is limited to 1o¢ating the lender, assisting in the
17 transaction, or may not be used at all.
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The capital market differs from the market for real goods because the item traded
in exchange for the financial assets, money, is homogeneous. Investors are the suppliers of
money to this market. At any moment in time, the financial assefs, shares of stock, bonds
or notes issued by different firms are competing with one another for investors' funds.
Investors are offered a broad range of choices with respect to the selection of the firms in
which they invest and with respect to the form of the instruments which describe the rights
and obligations of that investment.

A single firm demanding funds is in competition with all other firms that are
acquiring capital, and the shares of stock, bonds or notes it issues to acquire those funds
are competing with all other forms of securities that are available in the capital market.
This is true not only for new issues, but also for existing issues that are traded among
investors.

The cost of capital, as applied in regulation, is measured using a weighted average
of the costs of debt, preferred stock and common stock that have been previously issued
to obtain the funds that are necessary to purchase the assets needed to provide service.

To apply the weighted average approach, the cost of each capital component in a firm's
capital structure must be determined. The cost of debt and preferred stock are generally
determined on the basis of the embedded costs of the actual outstanding amounts. The

cost of equity is not contractually fixed and must be estimated.

Dr. Weaver, would you please briefly explain the concept of the cost of equity?

Equity cost is based on an expected or future return. The cost of equity capital,
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unlike the cost of debt or preferred stock, is not contractually fixed at the time of issuance.

Investors in the equity market supply funds to corporate users on the basis of what
they either explicitly or implicitly expect the return will be in the future and on how certain
they feel that expectation will be realized. The expected return may be realized through the
receipt of dividend income, appreciation of the security's market price, or some
combination of both dividend income and market price appreciation.

The rate of return is determined by the sum of the future dividend income and
price appreciation relative to the amount of investment required. Past returns can be used
to forecast the future returns, but actual future returns will differ from those that were

estimated when the investment decision was made.

Please describe the risk associated with the return estimate.

Risk is the likelihood that the actual return may be less than the expected return.
Risk, therefore, is caused by any phenomenon which may result in the actual future return
being less than the return anticipated when the investment was made. The greater the
likelihood that an actual return will vary on the downside from its anticipated return, the
greater the risk. Risk may be caused by conditions external to the firm or from conditions
that are, to some degree, within the firm's control. Some examples of external conditions
are the prospective state of the economy, inflation, and capital market conditions. Internal
factors include management efficiency, technology changes, liquidity, and financial
structure.

In regulation, the return which is allowed should be similar to the return that is
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earned by other companies that have similar risk. Risk, as it applies to the cost of equity,
should be considered as total risk rather than the risk that would result from the
occurrence of any single factor. Risk that results from any one particular phenomenon
could be offset by the occurrence of other phenomena. For example, the state of the
economy may improve causing an increase in actual returns. However, if improvement in
the economy was accompanied by an increasing inflation rate, the real return may remain
the same, or even decrease.

Risk, by definition, stems from differences between the actual future return and the
return anticipated when the investment was made. As such, it is a future phenomenon and
must be estimated. Past returns to an investor are known with certainty; and therefore,
there is no risk associated with their measurement. Evaluation of past data can be used to
make implications concerning risk, but past measures are useful only to the extent they
correspond to the risk that investors perceive to be embodied in an equity investment.
Please explain how expected return and risk provide the opportunity cost principle
framework for determining the cost of equity.

Investors consider two measures when choosing among alternative investments.
The first is the anticipated or expected return for each investment. The second is risk.
These two measures, expected return and risk, are combined into a framework known as
the opportunity cost principle. The principle states that, for a given level of risk, investors
will choose the alternative which provides the highest expected return.

The opportunity cost principle provides a model which explains a rational risk-
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averse investor's selection process. An investor is confronted with a large number of
investments in the capital market. In order to make a rational choice among these
alternatives, the investor must derive for each alternative both the expectéd return on
investment, apd the risk or likelihood that the anticipated return will not be realized. The
investor will then choose the alternative that promises the highest expected return relative
to the level of risk assumed.

Security prices reflect the composite behavior of all investors. If investors
do not choose to purchase a particular security, that security's price will fall until
its anticipated rate of return is comparable to other investment alternatives at the
same risk level. In an efficient market, this process occurs very rapidly so that,
market prices reflect investor expectations for return and risk.
Does this same adjustment process hold for securities that have different risk levels?

Because investors continually apply the opportunity cost principle to market
prices, securities which are perceived to have greater risk also have higher levels of
expected returns. An investor requires a risk premium in the form of higher expected
returns in order to assume increased risk. Risk premiums enable riskier firms to compete
for investor-supplied funds in the capital market with the less risky firms. For example,
stocks and bonds compete with one another for capital.

This does not imply that the higher levels of expected returns for the more risky
securities will always be realized. If the expected return of a particular common stock

were always realized, there would be no risk associated with that investment opportunity.
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The security's return, always being realized, would be a certain return and it would have
no risk premium in its cost rate. Its return or cost rate would be similar to that of a high
grade bond. The more risky the security, the greater the likelihood that its actual return -
will differ from the return that was expected when the investment was made.

Please explain the. problem associated with using past data as an exact measure of
the cost of equity.

Past returns to a security are known with certainty and there is no risk associated
with their measurement. For this reason, it is not correct to use historical data as an
absolute measure for the cost of equity. Historical data can provide guidance when
estimating expected returns or the cost of equity. However, care must be taken to
eliminate biases in the data and judgment must be used when evaluating the derived
measures,

For these reasons, no precise formula exists for determining the cost of equity. The
cost of equity is based upon the opportunity cost principle; and opportunity cost combines
investor expectations (or investor thinking) regarding future returns - that is, future
dividends and market price appreciation - and the future risk that the expectations will not

be realized. As such, informed judgment is required to formulate the estimate.

What technique did you use to formulate your recommendation for the cost of
equity?
- As I indicated, there is no precise method to determine the cost of equity. Equity

valuation models provide information which an analyst uses to form an estimate of the
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cost of equity. To obtain information, I use the discounted cash flow (DCF) method, the

-Capital Asset Pricing Model (CAPM) and a bond yield-risk premium method.

Dr. Weaver, please briefly describe the DCF technique.

Common stockholders receive a return on their investment through the receipt of
dividend income and through increases in the market price of their investment. The DCF
technique directly evaluates this return. The DCF model is derived from the premise that
the market price of a share of common stock is the present value of the dividend stream
during the holding period and the expected market price at the end of that same holding
period. This stems directly from the opportunity cost principle. The discount rate that
equates the expected dividend income and future market price to the current market price
is the investor's opportunity cost. The derivation of the model for various holding periods

is presented in the Attachment to this Appendix.

What assumptions are required to implement the technique?

One assumption is required for the derivation of the DCF model. The derivation
requires that the combination of dividend increases and market price appreciation occur at
a constant growth rate. For example, on page 1 of the Attachment, the model is derived
for a single period. The underlying assumption for this derivation is that the growth rate is
constant over that single period. That is, "f," the growth variable, is the same wherever it
appears in the derivation. On page 2 of the Attachment, the model is derived for two

periods. In this derivation, "g," the growth variable, is the same wherever it appears and is
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therefore constant. On page 3 of the Attachment, the model is derived for three periods
and the growth variable "h" is the same throughout the derivation and is therefore constant
over the three periods.

The assumption of constant growth expectations is not intended to be a description

- of what has occurred in the past or of what will actually occur in the future. This

assumption implies that at a given moment in time, investors have constant growth
expectations regarding the future. For example, if an investor were choosing between two
stocks of equal risk, he would choose to invest in the stock that he believed would afford
the highest return over the holding period. At the moment the investment decision is being
made, it is unlikely that the investor would segment the time horizon into several shorter
time intervals and determine an expected return for each stock in each sub-interval 'ﬁ
selected and compare the several returns one to another.

A rational investor would choose to invest in the stock that has the highest
expected return in the ﬁr_st sub-interval, and then he would reevaluate the investment
alternative prior to the start of the second interval. Thus, the investor would assume a
coﬁstant return over the shorter interval of time. It follows than that the assumption of

constant growth is consistent with rational investor behavior.

How does the constant growth assumption apply to the rate making process?
Constant growth must be assumed for the length of time between rate cases. For
example, if a utility were to seek rate relief every two years, then its cost of equity would

be reevaluated every two years as a part of the rate making process. Therefore, the growth
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rate need only be assumed constant for two years since it is reevaluated and may be
changed after that period.

The duration of the constant growth assumption is illustrated on page 5 of the
Attachment. In this example, the growth rate variable is not the same over the entire
period. It is "g" for two periods and then "g*" for the next two periods. This serves to
illustrate that the infinite constant growth assumption is applicable in rate making only if
accompanied by the assumption that the utility being evaluated will never become involved
in another rate case proceeding.

In summary, the Attachment shows that regardless of the length of time being
considered, the DCF model reduces to dividend yield plus growth. However, the original
formulation is the better conceptual model. That is, the cost of equity is the return on the
price of common stock resulting from dividend income and market price appreciation.
This model uses data obtained from the capital market and relies on the opportunity cost

principle in its formulation.

Are any other assumptions required when using the DCF technique?

No other assumptions are reqliired in its implementation. Cost of capital witnesses
sometimes regard the earnings stream to be important in estimating the growth that
accrues to the firm (net income) or the growth that accrues to the investors (dividend
income and market price appreciation).

Changes in the firm's earnings stream must determine market price appreciation

and dividend income when the dividend payout ratio and the price-earnings ratio are
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constant. However, even if these ratios were not constant, the average income stream
accruing to the firm would have to approximate the dividends and price appreciation
earnings stream over a long period of time.

The reason that the two earnings streams must be approximately the same in the
long run is as follows. If earnings are retained and invested internally at the firm's overall
rate of returh, future earnings will increase, causing future market price appreciation and
future dividend increases. If dividends had been paid out, then additional stock must be
sold to finance the same amount of investment. Assuming a constant overall rate of return,
earnings on the new investment would be sufficient to provide the new stockholders the
same return that is realized by the old stockholders.

In one case, investors enjoy larger future dividends and price appreciation, while in
the other they enjoy more sizeable current dividends. With a constant rate of return and a
stable risk structure, the present value of the increase in future dividends and price
appreciation must equal the present value of the increase in current dividends.

In the short run, the two earnings streams may not be equal. It then becomes a
question concerning which expected earnings stream do'investors capitalize - the earnings
accruing to the firm or the dividends and market price appreciation which accrues to the
investors themselves. I believe that investors consider their personal income (i.e.,
dividends and price appreciation) to be more relevant than the firm's income and they
therefore capitalize dividends and price appreciation. The growth estimate I use in the

DCF model is for dividend and market price appreciation. Thus, no other assumptions are
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required.

Dr. Weaver, what other methods are similar to the DCF method?

The earnings price (E-P technique) and the comparable earnings technique are
similar to the DCF method. The E-P technique is sometimes called the investor's short-
term capitalization rate. If there were no expected growth in earnings, it would provide a
measure of investor cost of equity rates. The implied zero-growth assumption limits the
information content of this measure.

The comparable earnings technique measures the return on the book value of
equity. This technique has limited usefulness because it ignores the economic conditions in
the capital markets where funds must be obtained, relying completely on accounting data.

However, each of the three methods have similar mathematical properties.

Q. Please briefly explain the similarities between the DCF, the E-P, and the comparable

earnings techniques.

A. The mathematical similarities among the three methods can be shown without the

use of assumptions or without a present value model. All three equity valuation techniques
begin with earnings per share (EPS) and relate EPS to either market price per share of
equity, book value per share of equity, or both. This is demonstrated at the top of the

next page.
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METHOD:
Earnings Price DCF Comparable Earnings

START WITH EPS FOR EACH METHOD:.

EPS EPS EPS

| /\

DIVIDE EPS BY MARKET PRICE OR BOOK VALUE OR SPLIT INTO

DIVIDENDS AND RETAINED INCOME COMPONENTS AND DIVIDE BY BOTH:

l [\ J

EPS Dividends + _Retained Income EPS
Market Price Market Price  Book Value Book Value
Per Share Per Share Per Share Per Share

Please notice that the Earnings-Price Model is a ratio of earnings per share to
market price per share. The comparable earnings ratio relates earnings per share to book
value per share. The DCF method is a combination of the previous methods. For the DCF
method, EPS is split into dividends and retained income. The dividend is related to the
market price - as a yield to the investor. The retained income is related to book value - as
a return on the book equity of the firm. That is, retained income is invested in new assets

and is assumed to earn a return similar to the return being earned by the firm's other




10

11

12

13

10

11

12

13

14

15

Case No. 99~-070 C. Weaver APP.II -13

assets. This retained income provides for growth to investors while the dividend income

provides a current yield.

Dr. Weaver, you have indjcated the relationship between the earnings-price, DCF,
and comparable earnings techniques. Since the techniques are related, will the
results from applying the three techniques be equal?

The results of the three techniques will be equal if one assumes that a company’s
market price for a share of stock is also equal to the book value per share. In this
situation, the earnings-Price, DCF, and Comparable Earnings techniques will yield
identical results. The reason is quite simple. Each of the respective numerators is earnings
per share or dividends and retained income which sums to earnings per share. When the
market price is equal to book value, each denominator for the three techniques is also the
same.

If the market price were equal to the book value, the analyst would no longer have
three techniques to utilize for the evaluation. However, this equality would seldom occur.
Differences between the market price and book value therefore permit all three methods to
be used in developing a recommended return on equity.

There is no reason why the market price should equal the book value of a firm's
stock. A simple example is useful for illustrating this fact. Assume there existed two
companies that are identical in every respect except for the accounting methodologies
employed. The different accounting methods will cause the companies to have different

book values of equity. If the companies are identical, the market price of the common
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stock should be the same. The different accounting methodologies would, however, cause

the book values to differ.

How did you formulate your estimate for the growth variable used in the DCF
model?

T use a number of different methods to formulate an estimate of growth for use in
the DCF model. I do this to obtain information to augment my analysis. I use a variety of
sources for estimating growth because the growth estimate in the DCF model represents
the rate of increase for dividends and market price between this and the Company's next
rate case proceeding before the Commission. There is no single method that provides “the
answer.”

One way is to use analysts’ forecasts for future growth in earning per share,
dividends, or book value. Two sources for these forecasts are Value Line and I/B/E/S.
Value Line analysts forecast the three to five year growth in earnings, dividends, and book
value for each of the approximately 1,700 which they follow. I/B/E/S surveys the
investment banking firms research departments to obtain the estimates that are being made
by the professional security analysts. Academic studies have shown that analysts’ forecast
provide reasonably good estimates for use in the DCF model.

Past data may also be used to estimate the future growth rate. Judgement must be
exercised when using past data because past events are not perfect predictors of future
events. For this reason, several data items should be used to provide insight on the

appropriate values for formulating this estimate.
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The growth rate of past dividends over some representative period may provide
useful information because some investors may use the technique in estimating growth.
The appropriate use of this method, however, requires discretion since dividends are
declared by the board of directors and may not represent the real growth rate. I will use
this method in conjunction with other methods for estimating growth.

The compound growth rate in earnings per share is another estimator which is
frequently used. However, only a portion of éarnings per share is retained and reinvested
in new assets to facilitate future growth. In the case of utilities, the majority of earnings
per share is paid out in the form of dividends. The use of the gfowth rate in earnings per
share is based on the assumption that the P/E ratio and dividend payout ratio are constant.

The compound rate of growth in book value per share is also used to estimate
growth. The growth in book value represents the amount of earnings per share that are
retained and plowed back into the firm and, in this respect, is similar to the growth in EPS.
However, this measure generally produces a lower growth estimate than the growth rate
in EPS because growth of book value only measures the portion that is retained. A
weakness regarding the use of this measure is that no assumption is made concerning the
earnings capability of the assets that are associated with the change in book value.

Another measure, the earnings retention ratio multiplied by the return on book
value of equity is the estimator for sustainable growth. The portion of earnings that is
retained and invested in new assets provides the growth for the equity holders in future

periods. The new assets can reasonably be expected to provide a return that is close to the
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rate that existing assets ére currently earning. The retufn on book value of equity
represents the return on assets of the firm after the effect of debt leverage.

The product of the earnings retention ratio times the return on book value of
equity is both a logically correct and theoretically sound estimator of future earnings
growth. A share of stock represents a residual claim on the firm's earnings stream. Growth
is a result of the claim's proportion of earnings increasing, the earnings stream increasing,
or some combination of the proportionate claim and earnings stream increasing.

Growth of the proportionate claim or earnings stream can occur in six ways. These
are: (1) the firm is able to continuously increase the efficiency of its asset utilization; (2)
the firm issues new shares at a market price that is greater than the book value of its
equity; (3) the firm is able to purchase existing outstanding stock at a price that is less than
the firm's book value of its equity; (4) the firm is able to sell some of its assets for a price
that exceeds the respective book value of those assets; (5) the firm employs more
leverage; or (6) the firm is able to retain income and invest in new assets that have a return
that is greater than, or equal to, the return currently being earned on assets. This sixth
method is the only sustainable method for accomplishing growth. The BxR method only
captures one way in growth can occur and it ignores these other factors which, although
they are not sustainable, are sources of growth.

The method for formulating the growth estimate, the earnings retention ratio times
the return on equity, can mathematically be reduced to retained income divided by book

value per share. This ratio was used in my previous explanation of the similarities among
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the earnings-price and DCF methods. This mathematical reduction is as follows:

Earnings Retention 1 - DIV
Ratio: EPS

Determining a common denominator and subtracting:

1 - DIV EPS DIV _ EPSDIV

EPS EPS EPS EPS

Thus retained income can be substituted for EPS-DIV:
EPS-D1V = Retained Income

Multiplying the Earnings Retention Ratio times the Return on Equity provides the
following results: :

Retained
Income X EPS
EPS Equity Book Value
Cancellation of EPS results in the following:
Retained
Income
Equity Book Value

Therefore, the growth rate estimated by using the earnings retention ratio times the
return on equity is reduced to the ratio relating the retained income of the firm to the book

value of equity.

Q. Since the earnings-price and DCF methods have these mathematical similarities,

what are the differences between the methods?

A The chief difference in the three methods is that the earnings price method is

simply a mathematical ratio. The DCF method, while being a mathematical ratio, has been

derived from a foundation that simulates investor behavior using a present value analysis.
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The DCF method is therefore derived from a theoretical foundation, which justifies its

analytical use to evaluate the cost of equity.

APITAL ASSETP MODEL

Q. You indicated you use CAPM to also obtain information for estimating the cost of
equity. Would you please explain the CAPM?

A Yes. The CAPM presumes that investors are risk averse. More risky securities
must provide a higher expected return or investors would have no reason to include them
in their investment portfolios.

This higher-risk/higher-expected-return principle permits the cost of equity to be
split into two components: (1) a default-free rate, and (2) a risk premium. The default-
free rate is assumed to be the same for all securities. The risk premium is larger for more
risky securities and smaller for less risky securities.

According to CAPM, the amount of risk premium can be determined in ;two steps.
The first requires that the average risk premium for the equity market be estimated. In the
second step, this average risk premium must be adjusted either upward or downward,
depending upon whether the security being considered is more or less risky than the
average.

The adjustment is made by multiplying the average risk premium by beta. Betais a
measure of the risk of an individual security relative to an average security. A secuﬁty

that has the same risk premium as an average security would have a beta equal to one.
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Less risky securities have betas less than one and more risky securities have betas greater

than one.
The CAPM is formulated as:
K=R+B(K,-R ) where:

K ,= The expected return on security I,
R, = The expected default-free rate;
K, = The expected return on an average security;
K. - R,= The risk premium for an average security; and
B =Beta
What data are required to implement the CAPM?

Three data elements are required to implement the CAPM. These are the expected
default-free rate; the expected return on an average security; and beta.
What are the data sources for these data?

A short- or a long-term bond rate is generally used as a proxy for the expected
default-free rate. A short-term rate is preferred because it is more independent to the
market return rate -- that is, there is less covariance.

The variable to use as a proxy for the expected return on an average security is
more difficult to determine. Some of the variables that are used include a long-term
historical average risk premium, estimates made from data provided by conveﬁtional
financial information sources such as Value Line, or estimates that were made in published
studies by brokerage houses. An estimate of beta can be obtained from numerous sources

but these can also vary considerably, depending on the source.

How does the use of data from different sources affect the validity of .the CAPM




Case No. 99-070 C. Weaver APP.II -20

results?

Obviously, using different data will give different results. For this reason, several
estimates should be made using data from different sources or different combinations of
data. This will result in a range of solutions being determined. Since different investors
will use different methods and data to make their buy and sell decisions, this will reflect
the market as a whole and provide a range for the cost of equity. The true cost of equity

will most likely be somewhere within the bounds of that range.

B -YIELD-RISK-PRE METHOD
Please explain the bond-yield-risk-premium method.

Yes. The bond-yield-risk-premium method calls for simply adding a risk premium
to a bond yield. The risk premium is the difference between the cost of debt at a certain
risk level versus the cost of equity at a different risk level. The risk premium is difficult
and risk premiums change as investor’s risk aversion change. When there are periods of
economic optimism for future economic conditions, risk premiums tend to become small.
When there is economic uncertainty and pessimissim, risk premiums are larger.

One way to estimate a risk premium is to determine what the total return on a
company’s common stock has been relative to some particular market bond yield.
Another way is to survey analysts to determine what their estimates are. A weakness with
this method is that the premiums change over time and surveys become out of date.

How did you implement this method?
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A

I select a recent time period which in my judgement reflects the expected economic
conditions for the near-term future. Ithen determine the realized return on a group of
companies that have similar risk to the company being analyzed. I used the comparable
companies that I used for the DCF analysis and CAPM analysis. I determine the realized
return for all possible one-year holding periods during the most recent ten-year time
period. I compared all of the possible one-year holding period returns from the group of
comparable companies with similar holding period yields on ten-year government bonds. e
realized The risk premium is the difference between the average stock returns and the
average bond return. I add this risk premium to the forecasted yields on the ten year
government bonds to obtain an estimate of the cost of equity.

What does the sum of the risk premium and bond yield represent?

The government bond yield represents a default free rate of return that contains
only a premium for expected inflation and marketability. The stock risk premium
represents the additional return that is required for the risk of the similar public utility
companies. The sum of the two represents, according to this method, the return on
equity.

Dr. Weaver, did you use the methods you have discussed here in your testimony?

Yes. Idid.
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Exhibit
Carl G. K. Weaver
Schedule 16

Historical
Economic Indicators
Annual Average Real Rate of Change

Real
GDP CPI
% %

Change Change
Year (1) (2)
1976 4.9 5.8
1977 4.5 6.5
1978 4.8 7.7
1979 25 11.3
1980 -0.5 13.5
1981 1.8 10.3
1982 -2.2 6.2
1983 3.9 3.2
1984 6.2 43
1985 3.2 . 3.6
1986 - 289 1.9
1987 3.1 3.6
1988 3.9 41
1989 25 48
1990 1.2 54
1991 -0.6 42
1992 2.3 _ 3.0
1993 23 3.0
1994 3.5 26
1995 2.3 2.8
1996 3.4 29
1997 3.9 2.3
1998 3.9 1.6

Sources: (1) 1976 - 1991 from Survey of Current Business,
March 1996. 1992 through 1998 from Value Line
Selection and Opinion, May 28, 1999, p. 5537.

(2) For all Urban Consumers, Monthly Labor Review.
1992 - 1998 from Value Line Selection and
Opinion, May 28, 1999, p. 5537.
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Exhibit
‘ Carl G. K. Weaver
Schedule 18
Moody's Public Utility Bond Yields
Annual Average for 1980 - 1998
Monthly January - May 1999

Year Aaa Aa A Baa
1980 12.30 13.00 13.34 13.95
1981 14.64 15.30 15.95 16.60

1982 14.22 14.79 15.86 16.45
1983 12.52 12.83 13.66 14.20
1984 12.72 13.66 14.03 14.53

1985 11.68 12.06 12.47 12.96
1986 8.92 9.30 9.58 10.00
1987 9.52 9.77 10.10 10.53

1988 10.05 10.26 10.49 11.00

1989 9.32 9.56 9.77 9.97

‘ 1990 9.45 9.65 9.86 10.06
1991 8.85 9.09 9.36 9.55

1992 8.19 8.55 8.69 8.86

1993 7.29 7.44 7.59 7.91
1994 8.07 8.21 8.31 8.63

1995 7.68 7.77 7.89 8.29

1996 7.49 7.57 7.75 8.17

1997 7.62 7.75 7.79 8.34

1998 6.76 6.84 6.76 7.20

Jan 1999 6.41 6.82 6.97 7.30
Feb 1999 6.56 6.94 7.09 7.41
Mar 1999 6.78 7.1 7.26 7.55
Apr 1999 6.80 7.11 7.22 7.51
May 1999 7.09 7.38 7.47 7.74
June 1999 7.37 7.67 7.74 8.03
July 1999 7.33 7.62 7.71 7.96
Aug. MTD 1999 7.53 7.80 7.87 8.14

Sources: Moody's 1998 Public Utility Manual ; 1998 is the average of the
high/low rates; and the monthly rates are from Moody's
Credit Survey, August 9, p. 57. '
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Exhibit
Carl G. K. Weaver
. Schedule 23
“Western Kentucky Gas Company
Selected Comparable Companies
Discounted Cash Flow Analysis
_
Source Growth DCF

For Adjusted Estimated

Estimated Growth Dividend Dividend Cost of
Growth Rates Yield Yield Equity

Forecasted Growth Rates for Selected Companies:
I/B/E/S 5.6% 4.53% 4.78% 10.38%
VL - EPS 6.9% 4.53% 4.84% 11.74%
VL - DPS 3.4% 4.53% 4.68% 8.08%
VL -BVS 6.5% 4.53% 4.82% 11.32%
Average: 10.38%
Forecasted Growth Rates for Atmos:
I/B/EIS 8.1% 4.45% 4.81% 12.91%
VL - EPS 11.5% 4.45% 4.96% 16.46%
VL - DPS 4.5% 4.45% 4.65% 9.15%
VL - BVS 8.5% 4.45% 4.83% 13.33%
Average: 12.96%
Historical Growth Rates for Selected Companies :
EPS 4.8% 4.53% 4.75% 9.55%
DPS 4.1% 4.53% 4.72% 8.82%
BVS 5.0% 4.53% 4.76% 9.76%
Average: 9.37%
Historical Growth Rates for Atmos:
EPS 4.5% 4.45% 4.65% 9.15%
DPS 4.0% 4.45% 4.63% 8.63%
BVS 4.5% 4.45% 4.65% 9.15%
Average: —_8_.9T°/;—

Sources: Schedules 20,21, and 22, this exhibit.




Western Kentucky Cas Company
Selected Companies
Capital Asset Pricing Model Analysis
CAPM

Risk Estimated

Free Market Cost of

.Sources Rate Beta Return Equity
Rf Beta Km

Long-term Current S&P S&P 500 6.44% (1) 0.46 16.1% (7) 10.88%
Long-term Current ~ Value Line  S&P 500 6.44% 0.61 16.1% 12.33%
Long-term Current S&P Value Line 6.44% 0.46 152% (8) 10.49%
Long-term Current Value Line Value Line 6.44% 0.61 15.2% 11.81%
Long-term Forecast s&P S&P 500 575% (2) 0.46 16.1% 10.51%
Long-term Forecast  Value Line  S&P 500 5.75% 0.61 16.1% 12.06%
Long-term Forecast S&P Value Line 5.75% 0.46 15.2% 10.12%
Long-term Forecast ~ Value Line Value Line 5.75% 0.61 15.2% 11.54%
Long-term Projected S&P S&P 500 5.40% (3) 0.46 16.1% 10.32%
Long-term Projected  Value Line  S&P 500 5.40% 0.61 16.1% 11.93%
Long-term Projected S&P Value Line 5.40% 0.46 15.2% 9.93%
Long-term Projected  Value Line Value Line 5.40% 0.61 15.2% 11.40%
Short-term Current S&P S&P 500 497% (4) 0.46 16.1% 10.09%
Short-term Current  Value Line  S&P 500 4.97% 0.61 16.1% 11.76%
Short-térm Current S&P Value Line 497% 0.46 16.2% 9.69%
Short-term Current ~ Value Line  Value Line 4.97% 0.61 15.2% 11.23%
Short-term Forecast S&pP S&P 500 4.80% (5) 0.46 16.1% 10.00%
Short-term Forecast  Value Line  S&P 500 4.80% 0.61 16.1% 11.69%
Short-term Forecast S&P Value Line 4.80% 0.46 15.2% 9.60%
Short-term Forecast  Value Line Value Line 4.80% 0.61 15.2% 11.17%
Short-term Projected S&P S&P 500 450% (6) 0.46 16.1% 9.84%
Short-term Projected  Value Line  S&P 500 4.50% 0.61 16.1% 11.58%
Short-term Projected S&pP Vaiue Line 4.50% 0.46 15.2% 9.44%
Short-term Projected ~ Value Line Value Line 4.50% 0.61 15.2% 11.05%
Average of CAPM Analysis 10.85%
Standard Deviation of CAPM Resulits 0.12%

Notes: See next page
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Notes to CAPM analysis

The 6.44% risk free rate is the average of the August 30-September 2, 1999 Composite
(over ten year) rates that were reported in the Federal Reserve Statistical Release H.15,
Selected Interest Rates, Release Date 9/3/99, page 2 of 3.

The 5.75% risk free rate is the long-term forecasted 1999 and 2000 10-year Treasury
Note rate from The Economic Outlook, An Update published 7/1/99 by the Congressional
Budget Office, p. 5 of 24.

The 5.40% risk free rate is the long-term projected 2001-2009 10-year Treasury Note rate
from The Economic Outlook, An Update published 7/1/99 by the Congressional Budget
Office, p. 7 of 24.

The 4.97% risk free rate is the 3-month constant maturity Treasury Bill rate for August
30-September 2, 1999 reported in the Federal Reserve Statistical Release H.15, Selected
Interest Rates, Release Date 9/3/99, page 2 of 3.

The 4.80% risk free rate is average of the forecast of the 3 month Treasury Bill Rate for
the years 1999-2000, from The Economic Outlook, An Update published 7/1/99 by the
Congressional Budget Office, p. 5 of 24.

The 4.50% Short-term rate is the average of the projected 3-month Treasury Bill rate for
the years 2001-2009 from The Economic Qutlook, An Update published by the
Congressional Budget Office, p. 6 of 24.

The 16.1% market return is from I/B/E/S obtained in the July 1999 Compact Disclosure.
The Value Line forecast for the market return @ 15.24% is from the August 27, 1999

Value Line Index cover where the expected dividend Yield is 1.9% and the 4-year price
appreciation potential is 65%.
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Western Kentucky Cas Company
Atmos
Capital Asset Pricing Model Analysis
CAPM
Risk Estimated
Free Market Cost of
Sources Rate Beta Return Equity
Rf Beta Km

Long-term Current S&P S&P 500 6.44% (1) 0.18 16.1% (7) 8.18%
Long-term Current Value Line  S&P 500 6.44% 055 16.1% 11.75%
Long-term Current S&P Value Line 6.44% 0.18 152% (8) 8.02%
Long-term Current Value Line Value Line 6.44% 055 15.2% 11.28%
Long-term Forecast S&P S&P 500 5.75% (2 0.18 16.1% 7.61%
Long-term Forecast ~ Value Line  S&P 500 5.75% 0.55 16.1% 11.44%
Long-term Forecast S&P Value Line 5.75% 0.18 15.2% 7.46%
Long-term Forecast ~ Value Line Value Line 5.75% 0.5 15.2% 10.97%
Long-term Projected S&P S&P 500 5.40% (3) 0.18 16.1% 7.33%
Long-term Projected  Value Line  S&P 500 5.40% 0.55 16.1% 11.29%
Long-term Projected S&P Value Line 5.40% 0.18 15.2% 7.17%
Long-term Projected  Value Line Value Line 5.40% 0.55 15.2% 10.81%
Short-term Current S&P S&P 500 497% (4) 0.18 16.1% 6.97%
Short-term Current Value Line  S&P 500 4.97% 0.55 16.1% 11.09%
Short-term Current S&P Value Line 497% 0.18 15.2% 6.82%
Short-term Current Value Line Value Line 4.97% 0.55 15.2% 10.62%
Short-term Forecast S&pP S&P 500 4.80% (5) 0.18 16.1% 6.83%
Short-term Forecast ~ Value Line  S&P 500 4.80% 055 16.1% 11.02%
Short-term Forecast S&P Value Line 4.80% 0.18 15.2% 6.68%
Short-term Forecast  Value Line Value Line 4.80% 0.55 15.2% 10.54%
Short-term Projected S&P S&P 500 4.50% (6) 0.18 16.1% 6.59%
Short-term Projected  Value Line  S&P S00 4.50% 055 16.1% 10.88%
Short-term Projected S&P Value Line 4.50% 0.18 15.2% 6.43%
Short-term Projected  Value Line  Value Line 4.50% 0.55 15.2% 10.41%
Average of CAPM Analysis 9.09%
Standard Deviation of CAPM Resuits 1.58%

Notes: See Schedule 24
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Bond Yield - Equity Risk Premium
Realized Return on Equity

Stock Price
&
Dividend 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998
Energen High 12.250 10.250 9.500 9.625 13.375 12.000 12625 15625 20.625 22.500
Low 7.750 8.000 8.000 7.500 9.125 9625 10.125 10875 14125 15.125

Mid-range 10.000 9.125 8750 8563 11.250 10.813 11.375 13.250 17.375 18.813
Dividend 0430 0450 0480 0510 0530 0550 0560 0.580 0.600 0.940

HPR 0.958 1.012 1.037 1.376 1.010 1.104 1.216 1.357 1.137

Laclede High 17.000 18.000 18250 20.500 24.875 25625 23250 24.875 28625 27.875
Low 14.000 14.250 15.000 17.000 20.000 20.250 18.375 20.000 20250 22.375

Mid-range 15500 16.125 16.625 18.750 22438 22.938 20.813 22438 24438 25.125

Dividend 1.150 1.170 1.200 1.200 1.220 1.220 1.240 1.260 1.300 1.320

HPR 1.116 1.105 1.200 1.262 1.077  0.961 1.139 1.147 1.082

Source: Standard & Poor’s Stock Reports dated May 8, 1999.
Notes: The average annual price is the mid-range of the high and low price for the year.
HPR = (price1 + dividend1)/price0
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Bond Yield - Equity Risk Premium
Realized Return on Equity

Stock Price
&
Dividend 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998

New Jersey Res. High 21.500 20.875 21.125 25.125 29.500 27.375 30.500 29.875 42.000 40.250
Low 17125 17.125 17.000 18.250 24.000 19.750 21500 26625 28.125 31.500

Mid-range 19.313 19.000 19.063 21.688 26.750 23.563 26.000 28.250 35.063 35.875

Dividend 1.360 1440 1500 1520 1520 1520 1520 1.550 1600 1.640

HPR 1.068 1.082 1217 1304 0938 1.168 1.146 1298 1.070

Piedmont High 14.750 14.875 16.875 20.125 26.375 23.375 24.875 25.750 36.500 36.125
Low 11.500 12.750 13.000 15.500 18.750 18.000 18.250 20.500 22.000 27.875

Mid-range 13.125 13.813 14.938 17.813 22563 20.688 21563 23.125 29.250 32.000

Dividend 0790 0830 0870 0910 0960 1020 1.080 1.150 1.210 1.280

HPR 1.116  1.144 1263  1.321 0962 1.095 1.126 1.317 1.138

Source: Standard & Poor's Stock Reports dated May 8, 1999..
- Notes: The average annual price is the mid-range of the high and low price for the year.
HPR = (price1 + dividend1)/price0




Exhibit
Carl G. K. Weaver
Schedule 28
Bond Yield - Equity Risk Premium
Average One Year Holding Period Return
1990 1991 1992 1993 1994 1995 1996 1997 1998

Energen 0958 1012 1037 1376 1010 1.104 1216  1.357 1137
Laclede 1116 1105 1200 1262 1.077 0.961 1.139  1.147 1.082
New Jersey Res. 1.068 1082 1217 1304 0938 1.168 1.146  1.298 1.070
Piedmont 1116 1144 1253 1.321 0962 1.095 1126 1.317 1.138
Average 1.062 1086 1177 1315 0997 1.082 1.157 1.280 1.107

Source: Prior two schedules.
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Equity Yield
All Possible Combinations of Returns on Portfolio .
Atmos Selected Comparable Companies
1980 1991 1992 1993 1994 1995 1996 1997 1998
6.2 7.4 10.7 15.6 12.2 11.5 12.1 16.1 13.6
8.6 13.0 18.9 13.8 126 13.1 151 146
177 24 .4 15.6 13.7 14.1 16.3 15.6
31.5 14.5 124 13.2 16.0 15.1
-0.3 3.8 7.6 12.4 12.0
8.2 119 17.0 154
15.7 21.7 17.9 .
28.0 19.0
10.7

Notes: Investment is assumed to be made at first of the year and return is realized at end of year.
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Bond Yield
All Possible Combinations of Returns on Portfolio
Composite Long-term Gov't Securities (over 10 Years)
1990 1991 1992 1993 1994 1995 1996 1997 1998
8.7 8.4 8.1 7.7 7.7 7.5 7.4 7.3 7.2
82 7.8 7.4 7.4 7.3 7.2 7.1 7.0
7.5 7.0 7.1 7.1 7.0 7.0 6.8
6.5 6.9 6.9 6.9 6.9 6.7
7.4 7.2 7.0 7.0 6.7
6.9 6.9 6.8 6.5
6.8 6.7 6.4
6.7 6.2
57

Notes: Investment is assumed to be made at first of the year and return is realized at end of year.

Returns are calculated as the G-mean of the annual bond yields.
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1990 - 1998 Risk Premiums
Investment
Made Return at the end of Year Indicated
at
end of 1990 1991 1992 1993 1994 1995 1996 1997 1998
1989 25 -1.1 26 79 46 4.0 47 8.8 6.5
1990 04 52 11.5 6.4 53 59 8.0 76
1991 10.2 17.4 8.4 6.6 7.0 9.3 8.7
1992 251 76 54 6.3 9.1 8.4
1993 7.7 -3.3 06 54 53
1994 1.3 50 10.2 8.9
1995 89 14.9 11.5
1996 213 12.8
1997 5.0
Average Risk Premium 7.00

Note: The risk premium is the difference in the prior two schediules.




Western Kentucky Gas Company
Value Line Measures
Selected Comparable Companies

Company Safety

Name xmasm Beta
Energen 2 0.80
Laclede 1 0.50
New Jersey Res. 2 0.60
Piedmont 2 0.55
Average 2 0.61
Atmos 2 0.55

Source: Value Line, June 25, 1999.
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Western Kentucky Gas Company
Standard and Poor's Measures
Selected Comparable Companies

Exhibit
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Relative
Company Strength
Name Risk Beta Rank
Energen Low 0.69 79
Laclede Low 0.34 23
New Jersey Res. Low .0.43 32
Piedmont Low 0.38 28
Average - 0.46 41
Atmos Low 0.18 22

Source: Standard & Poor's Stock Reports, May 8, 1999.
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Western Kentucky Gas Company
Cost of Long-term Debt
Yield to Maturity
9/30/98 Unamort. 13 mo avg
General Principal Debt Carrying Maturity Settlement Cupon Amount Witd.
Debenture Amount Expense Value Date - Date Rate Price YTM Outstanding YTM
Bonds (1) _(2) (3) 4) (5) (6) 7 12/31/00
First Mortgage Bonds:
Series J 17,000 508 16,492 5/15/21 9/30/98  9.40% 97.012% 9.72% 17,000 0.43%
Series N 3,000 50 2,950 3/15/00 9/30/98  8.69% 98.336% 9.94% 154 0.00%
Series P 25,000 231 24,769 11/115/17 9/30/98 10.43% 99.075% 10.54% 19,423 0.54%
Series Q 20,000 256 19,744 4/15/20 9/30/98 9.75% 98.720% 9.89% 20,000 0.52%
Series R 12,860 327 12,533 5/15/04 9/30/98 11.32% 97.459% 11.95% 9,403 0.30%
Series T 18,000 115 17,885 6/15/21 9/30/98 9.32%  99.360% 9.39% 18,000 0.44%
Series U 20,000 345 19,655 5/15/22 9/30/98 8.77%  98.276% 8.94% 20,000 0.47%
Series V 10,000 132 9,868 12/15/07 9/30/98  7.50% 98.678% 7.70% 10,000 0.20%
Unsecured Senior Notes: 0.00%
7.95% due 2006 8,000 31 7,969 8/15/06 9/30/98  7.95% 99.616% 8.01% 6,615 0.14%
9.57% due 2006 16,000 62 15,938 9/15/06 9/30/98 9.57%  99.611% 9.64% 13,385 0.34%
9.76% due 2004 21,000 74 20,926 12/15/04 9/30/98 9.76% 99.646% 7.83% 14,769 0.30%
11.2% due 2002 10,000 33 9,967 12/15/02 9/30/98 11.20% 99671% 11.29% 5,846 0.17%
10.0% due 2011 2,303 0 2,303 12/15/11 9/30/98 10.00% 100.000% 10.00% 1,162 0.03%
6.09% due 1998 40,000 0 40,000 11/15/98 9/30/98 6.09% 100.000% 5.95% 1,152 0.02%
8.07% due 2006 20,000 79 19,921 10/15/06 9/30/98 8.07% 99.606% 8.14% 20,000 0.43%
8.26% due 2014 20,000 95 19,905 10/15/14 9/30/98  8.26% 99.525% 8.31% 20,000 0.44%
6.75% due 2028 150,000 2,959 147,041 7/15/28 9/30/98 6.75% 98.027% 6.91% 150,000 273%
Medium ter notes: 0.00%
Series A, 1995-1, 2025 10,000 211 9,789 12/15/05 9/30/98 6.67%  97.891% 7.05% 10,000 0.19%
Series A, 1995-2, 2010 10,000 186 9,814 12/15/10 9/30/98 6.27%  98.136% 6.49% 10,000 0.17%
Series A, 1995-3, 2000 2,000 19 1,981 12/15/00 9/30/98  6.20% 99.064% 6.66% 1,846 0.03%
Other due in installments 21,168 109 21,059 : 700% 11,517  0.21%
456,331 450,509 380,262
Cost of Debt 8.11%

Source: Annual Report, FERC Form 2, and Filing Req, vo! 10, tab 10, J-3 Fore.




Western Kentucky Gas Company
Cost of Short Term Debt
Monthly Average Effective Rate
July, 1998- June 1999

Month . Rate
1998 July - 5.9692
August 6.4496
September 6.1889
October 6.0146
November 56767
December 5.9196
1999 January 5.5164
February 5.2164
March 5.4396
April 5.3036
May 5.3758
June 5.3319
Average 5.7002

"Source: Company Response to AG Request 1, Question 1.
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Western Kentucky Gas Company
Weighted Average Cost of Capital
, Atmos
13 month Average
December 31, 2000
Weighted
Proportion Cost Cost
Short-term Debt 9.40% 5.70 0.5358
Long-term Debt 40.40% 8.06 3.25624
Common Equity 50.20% 9.75 - 10.75 4.8945 - 5.3965
Total 100.00% -8.687 - 9.189

Source: Filing Requirements, Volume 3, tab 7, FR10(9)(h) 11 Sheet 2 of 3
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COMMONWEALTH OF KENTUCKY
PUBLIC SERVICE COMMISSION
730 SCHENKEL LANE
POST OFFICE BOX 615
FRANKFORT, KY. 40602
(502) 564-3940

CERTIFICATE OF SERVICE

RE: Case No. 1999-070 A
WESTERN KENTUCKY GAS COMPANY

I, Stephanie Bell, Secretary of the Public
Service Commission, hereby certify that the enclosed attested
copy of the Commission’s Order in the above case was
served upon the following by U.S. Mail on January 19, 2000.

Parties of Record:

William J. Senter

V.P. Rates & Regulatory Affairs
Western Kentucky Gas Company
2401 New Hartford Road
Owensboro, KY. 42303 1312

Honorable Mark R. Hutchinson
Attorney at Law
Sheffer-Hutchinson-Kinney
115 East Second Street
Owensboro, KY. 42303

Shepran Py

Secretary of tlie Commission .

SB/hv
Enclosure




COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

THE NOTICE OF PURCHASED GAS ) !
ADJUSTMENT FILING OF WESTERN ) CASE NO. 99-070-A
KENTUCKY GAS COMPANY )

ORDER

On December 21, 1999, in Case No. 99-070, the Commission approved certain
adjusted rates for Western Kentucky Gas Company ("Western") and provided for their
further adjustment on a quarterly basis in accordance with its gas cost adjustment
(“GCA") clause. |

On December 30, 1999, Western filed its quarterly GCA to be effective from
February 1, 2000 to April 30, 2000. .

After reviewing the record in this case and being otherwise sufficiently advised,
the Commission finds that:

1. Western's notice proposeé revised rates designed to pass to its firm sales
customers an expected wholesale increase in gas costs. Western's expected gas cost
("EGC") for firm sales customers is $3.2970 per Mcf, an increase of 8 cents per Mcf
from the previous EGC. The EGC proposed for high load factor ("HLF") firm customers

is $2.7377 per Mcf.




LT Tar 1 S A .

Western also proposes to pass to its interruptible customers a wholesale
increase in gas costs. Western's proposed EGC for interruptible sales customers is
$2.7377 per Mcf. |

2. Western’s proposal set out no current period refund adjustment (“RF”).
The total refund factors of 4.80 cents per Mcf for firm sales customers and HLF
customers and 1.78 cents per Mcf for interruptible customers reflect adjustments from
previous months.

Total refund adjustments for T-2 firm and T-2 interruptible transportation
customers are 4.12 cents per Mcf and 1.10 cents per Mcf, respectively.

3. Western's notice set out no correction factor ("CF") for this period. The
current CF of (22.39) cents per Mcf will remain in effect until April 1, 2000. The CF is
designed to return net over-coiléctions of gas cost from the six-month period ending
June 30, 1999.

4. Western's notice sets out its Performance Based Rate Recovery Factor
(“PBRF”) of 9.34 cents per Mcf to be effective for the 12-month period beginning
February 1, 2000. |

5. These adjustments produce gas cost adjustments of $3.1185 per Mcf for
firm sales customers, 2.5592 per Mcf for HLF customers, and $2.5894 per Mcf for
interruptible sales customers. The impact on firm sales customers’ bills is an increase
of 14.87 cents per Mcf from the previous gas cost adjustment of $2.9698.

6. The rate adjustments in the Appendix to this Order are fair, just, and
reasonable, in the public interest, and should be effective for final meter readings on

and after February 1, 2000.




7. Western included with its notice a petition for conﬁdential protection of the
detailed calculation of the amount to be recovered on Exhibit E of its filing. The
information on these pages discloses the actual price being paid by Western to
individual marketing companies and other. suppliers of gas. The disclosure of this
information is Iikely to cause harm to Western's competitive position. The information
should, therefore, be held by this Commission and treated as confidential.

IT IS THEREFORE ORDERED that:

1. The rates in the Appendix to this Order are fair, just, and reasonable and
are approved effective for final meter readings on and after February 1, 2000.

2. Within 30 days of the date of this Order, Western shall file with the
Commission its revised tariffs setting out the rates authorized in this Order.

3. The information fo;"which Western requested confidential protection shall
be treated as confidential.

Done at Frankfort, Kentucky, this 19th day of January, 2000,

By the Commission

ATTEST:

17 R A

Executive We’cto’r ”




APPENDIX

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE
COMMISSION IN CASE NO. 99-070-A DATED JANUARY 19, 2000

The following rates and charges are prescribed for the customers in the area
served by Western Kentucky Gas Company. All other rates and charges not specifically

mentioned herein shall remain the same as those in effect under authority of this

Corhnﬁssion prior to the effective date of this Order.
RATES:
Applicable to: General Sales Service Rate G-1

Gas Cost Adjustment

To each bill rendered under the above-named rate schedules there shall be
added an amount equal to: $3.1185 per Mcf of gas used during the billing period.

Applicable to: HLF General Sales Service

Gas Coét Adjustment

To each bill rendered under the above-named rate schedules there shall be
added an amount equal to: $2.5592 per Mcf of gas used during the billing period.

Applicable to: Interruptible Sales Service Rate G-2

Gas Cost Adjustment

To each bill rendered under the above-named rate schedules there shall be
added an amount equal to: $2.5894 per Mcf of gas used during the billing period.




COMMONWEALTH OF KENTUCKY
PUBLIC SERVICE COMMISSION
730 SCHENKEL LANE
POST OFFICE BOX 615
FRANKFORT, KY. 40602
(502) 564-3940

January 5, 2000

William J. Senter

V.P. Rates & Regulatory Affairs
Western Kentucky Gas Company
2401 New Hartford Road
Owensboro, KY. 42303 1312

Honorable Mark R. Hutchinson
Attorney at Law
Sheffer-Hutchinson-Kinney
115 East Second Street
Owensboro, KY. 42303

RE: Case No. 1999-070 A
WESTERN KENTUCKY GAS COMPANY
(Rates - PGA)

This letter is to acknowledge receipt of initial application
in the above case. The application was date-stamped received
December 30, 1999 and has been assigned Case No. 1999-070. 1In all
future correspondence or filings in connection with this case,
please reference the above case number.

If you need further assistance, please contact my staff at
502/564-3940. ' :

Sincerely,

Stephanie B 1% "

Secretary of the Commission
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® ® RECEIVED

Western Kentucky Gas Company DEC 3 0 1999
PUBLIC SERVICE
COMMISSION
WESTERN
KENTUCKY
GAS
December 29, 1999 §

Honorable Helen C. Helton, Executive Director
Kentucky Public Service Commission

730 Schenkel Lane

Frankfort, KY 40602

Re: Case No. 99-070 A
Dear Ms. Helton:

We are filing the enclosed original and three (3) éopies of a notice under the provisions of our
quarterly Gas Cost Adjustment Clause, Case No. 99-070 A.

Please indicate receipt of this filing by stamping and dating the enclosed duplicate of this letter
and returning it in the self-addressed stamped envelope to the following address:

Atmos Energy Corporation

381 Riverside Drive, Suite 440

Franklin, TN 37064

If you have any questions, feel free to call me at 615-595-7700, ext. 235.
Sincerely,

Mark A. Martin
Senior Analyst - Rate Administration

Enclosures

P.O. Box 650205 Dallas, Texas 75265-0205 972-934-9227




COMMONWEALTH OF KENTUCKY
BEFORE THE
KENTUCKY PUBLIC SERVICE COMMISSION

In the Matter of:

GAS COST ADJUSTMENT )
FILING OF )
WESTERN KENTUCKY GAS COMPANY ) -

Case No. 99-070 A

NOTICE

QUARTERLY FILING

For The Period

February 1, 2000 - April 30, 2000

Attorney for Applicant

Mark R. Hutchinson
Sheffer-Hutchinson-Kinney
115 East Second Street
Owensboro, Kentucky 42303

December 29, 1999




Western Kentucky Gas Company, a division of Atmos Energy
Corporation, ("the Company”), is duly qualified under the laws of
the Commonwealth of Kentucky to do its business. The Company is
an operating public utility engaged 1in the business of
purchasing, transporting and distributing natural gas to
residential, commercial and industrial wusers in western and
central Kentucky. The Company's principal operating office and
place of business i1s 2401 New Hartford Road, Owensboro, Kentucky
42301. Correspondence and communications with respect to this
notice should be directed to:

William J. Senter

Vice President - Rates & Regulatory Affairs
Western Kentucky Gas Company

Post Office Box 866

Owensboro, Kentucky 42302

Mark R. Hutchinson
Attorney for Applicant
Sheffer-Hutchinson-Kinney
115 East Second Street
Owensboro, Kentucky 42303

Mark A. Martin

Senior Analyst - Rate Administration
Atmos Energy Corporation

381 Riverside Drive, Suite 440
Franklin, Tennessee 37064




The Company gives notice to the Kentucky Public Service Commission,
hereinafter "the Commission", pursuant to the quarterly Gas Cost
Adjustment Clause contained in the Company's settlement gas rate

schedules in Case No. 99-070.

The Company hereby files Seventy-eighth Revised Sheet No. 14,
Seventy-eighth Revised Sheet No. 5 and Seventy-eighth Revised Sheet

No. 6 to its PSC No. 20, Rates, Rules and Regulations for Furnishing

Natural Gas to become effective February 1, 2000.

The Gas Cost Adjustment (GCA) for firm sales service is $3.1185 per
Mcf, $2.5592 per Mcf for high load factor firm sales service, and
$2.5894 per Mcf for interruptible sales service. The supporting
calculations for the Seventy-eighth Revised Sheet No. 5 are provided

in the following Exhibits:

Exhibit A - Summary of Derivations of Gas Cost Adjustment (GCA) .......
Exhibit B - Expected Gas Cost (EGC) Calculation .....eeeeereteeeeenenns
Exhibit C - Rates used in the Expected Gas Cost (EGC) Calculation .....
Exhibit D - Correction Factor (CF) Calculation «..uvuveeeneeennennsens N/A
Exhibit E - Performance Based Rate Recovery Factor (PBRRF) ............

Exhibit F - LVS Pricing Calculation .....oiiiiiiiiniinninntinennneennnnn

Since the Company's last GCA filing, Case No. 99-070, the
following changes have occurred in its pipeline and gas supply

commodity rates for the GCA period.
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1. The commodity rates per MMbtu used are based on historical
estimates and/or current data for February 2000, as shown in

Exhibit C, page 12.

2. The Expected Commodity Gas Cost will be approximately $2.75
per MMbtu for the quarter February 2000 through April 2000,
as compared to $2.75 per MMbtu used for January 2000.
Adjusting for the one-time effect of the NorAm buyout, the
Indexed Gas Cost was discounted to $2.58 per MMbtu for

January 2000.

3. The Performance Based Rate Recovery Factor (PBRRF) of
$0.0934 per Mcf to be effective for a twelve-month period
beginning February 1, 2000 is included in Exhibit E of this
filing. The detailed calculation of the amount to be
recovered through this factor was filed with the Commission
under a Petition for Confidentiality dated December 29,

1999.

The GCA tariff as approved in Case No. 92-558 provides for a
Correction Factor (CF) which compensates for the difference
between the expected gas cost and the actual gas cost for prior
periods. The Company filed in Case No. 95-010 WW its CF fo be
effective for the six-month period October, 1999 through March,

2000. Therefore, no change in the CF is filed herein.



WHEREFORE, Western Kentucky Gas Company requests this Commission,
pursuant to the Commission's order in Case No. 99-070, to approve
the Gas Cost Adjustment (GCA) as filed in Seventy-eighth Revised
Sheet No. 5; and Seventy-eighth Revised Sheet No. 6 setting out
the General Transportation Tariff Rate T-2 for each respective

sales rate for meter readings made on and after February 1, 2000.

DATED at Franklin, Tennessee, this 29th Day of December, 1999.

WESTERN KENTUCKY GAS COMPANY

. Mok 4 Mt

Mark A. Martin
Senior Analyst - Rate Administration
Atmos Energy Corporation




For_Entire Service Area
Q P.S.C. No. 20
eventy-eighth SHEET No. 4
Cancelling
Seventy-seventh SHEET No. 4

WESTERN KENTUCKY GAS COMPANY

Current Rate Summary

Case No. 99-070 A

Firm Service

Base Charge:
Residential
Non-Residential
Carriage (T-4)
Transportation Administration Fee

- $7.50 per meter per month

- 20.00 per meter per month

- 220.00 per delivery point per month
- 50.00 per customer per meter

Sales (G-1) Transport (T-2) Carriage (T-4
First 300 ' Mcf @  4.3085 per Mcf @ 19121 per Mcf @ 1.1900 per Mcf
Next 14,700 ' Mcf @  3.7775 per Mcf @ 13811 perMcf @ 0.6590 per Mcf
Over 15,000  Mcf @  3.5485 per Mcf @ 1.1521 per Mcf @  0.4300 per Mcf
High Load Factor Firm Service
HLF demand charge/Mcf @ 43145 @ 4.3145 per Mcf of daily
Contract Demand
First 300 ' Mcf @  3.7492 per Mcf @ 13528 per Mcf
Next 14,700 ' Mcf @  3.2182 per Mcf @ 0.8218 per Mcf
Over 15,000  Mecf @ 29892 per Mcf @ 0.5928 per Mcf

Interruptible Service

Base Charge
Transportation Administration Fee

Sales (G-2

First 15000 ' Mcf @
Over 15,000  Mcf @

- $220.00 per delivery point per month
- 50.00 per customer per meter

Transport (T-2) Carriage (T-3)
3.1194 per Mcf @  0.7230 per Mcf @ 0.5300 per Mcf
2.9485 per Mcf @  0.5521 per Mcf @ 0.3591 per Mcf

' All gas consumed by the customer (sales, transportation, and carriage; firm, high
load factor, and interruptible) will be considered for the purpose of determining whether the
volume requirement of 15,000 Mcf has been achieved.

ISSUED: December 29, 1999 Effective: February 1, 2000
(Issued by Authority of an Order of the Public Service Commission in Case No. 99-070 A dated 2)
ISSUED BY: Vice President - Rates & Regulatory Affairs

a§ I, N
¢, 1L N)
(I L N)
0

0.n
an
on

( I, N)

¢ 1L N)




For_Entire Service Area
. . P.S.C. No. 20
Seventy-eighth SHEET No. 5§
Cancelling
Seventy-seventh SHEET No. 5

WESTERN KENTUCKY GAS COMPANY

Current Gas Cost Adjustments
Case No. 99-070 A
Applicable
For all Mcf billed under General Sales Service (G-1) and Interruptible Sales Service (G-2).
GCA = (EGC-BCOG) + CF + RF + PBRRF
HLF
Gas Cost Adjustment Components G-1 G-1 G-2
EGC (Expected Gas Cost Component) 3.2970 2.7377 2.7377
CF (Correction Factor) (0.2239) (0.2239) (0.2239)
RF (Refund Adjustment) (0.0480) (0.0480) (0.0178)
PBRRF (Peformanced Based Rate
Recovery Factor) 0.0934 0.0934 0.0934
GCA (Gas Cost Adjustment) $3.1185 $2.5592 $2.5894
ISSUED: December 29, 1999 Effective: February 1, 2000
(issued by Authority of an Order of the Public Service Commission in Case No. 99-070 A dated )
ISSUED BY: Vice President - Rates & Regulatory Affairs
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For_Entire Service Area
‘ ‘S P.5.C. No. 20
eventy-eighth SHEET No. 6
Cancelling
Seventy-seventh SHEET No. 6

WESTERN KENTUCKY GAS COMPANY

Current Transportation and Carriage
Case No. 99-070 A

The General Transportation Rate T-2 and Carriage Service (Rates T-3 and T-4) for each
respective service net monthly rate is as follows:

System Lost and Unaccounted gas percentage: 1.9%
Simple Non- Gross
Margin Commodity Margin

Transportation Service (T-2)"
a)  Firm Service

First 300 * Mcf @ $1.1900 + $0.7221 = $1.9121 per Mcf 0

Next 14,700 > Mecf @ 0.6590 + 0.7221 = 1.3811 per Mcf )

All over 15,000 Mcf @ 0.4300 + 0.7221 = 1.1521 per Mcf )
b)  High Load Factor Firm Service (HLF)

Demand @ $0.0000 + 43145 = $4.3145 per Mcf of )

daily contract demand

First 300 2 Mcf @ $1.1900 + $0.1628 = $1.3528 per Mcf 0]

Next 14,700 2 Mcf @ 0.6590 + 0.1628 = 0.8218 per Mcf D)

All over 15,000 Mcf @ 04300 + 0.1628 = 0.5928 per Mcf 0
) Interruptible Service

First 15,000 > Mef @ $0.5300 + $0.1930 = $0.7230 per Mcf 10

All over 15,000 Mcf @ 0.3591 + 0.1930 = 0.5521 per Mcf 0}
Carriage Service }

Firm Service (T-4)

First 300 2 Mcf @ $1.1900 + $0.0000 = $1.1900 per Mcf (N)

Next 14,700  * Mcf @ 0.6590 + 0.0000 = 0.6590 per Mcf (N)

All over 15,000 2 Mcf @ 0.4300 + 0.0000 = 0.4300 per Mcf (N)

Interruptible Service (T-3)

First 15,000 2 Mef @ $0.5300 + $0.0000 = $0.5300 per Mcf (N)

All over 15,000 Mcf @ 03591 + 0.0000 = 0.3591 per Mecf (N)

" Includes standby sales service under corresponding sales rates.

2 All gas consumed by the customer (Sales and transportation; firm, high load factor,
interruptible, and carriage) will be considered for the purpose of determining whether the
volume requirement of 15,000 Mcf has been achieved.

* Excludes standby sales service.

ISSUED: December 29, 1999 Effective: February 1, 2000
{Issued by Authority of an Order of the Public Service Commission in Case No. 99-070 A dated 2)
ISSUED BY: Vice President - Rates & Regulatory Affairs




Western Kentucky Gas Compan Exhibit A
Comparison of Current and Previo’lases ’ Page 1 of 5
Firm Sales Service
Line Case No.
No. Description 99-070 99-070 A Difference
$/Mcf $/Mcf $/Mcf
1 G-1
2
3 Commodity Charge (Base Rate per Case No. 99-070):
4 First 300 Mcf 1.1900 1.1900 0.0000
5 Next 14,700 Mcf 0.6590 0.6590 0.0000
6 Over 15,000 Mcf 0.4300 0.4300 0.0000
7
8 Gas Cost Adjustment Components
9 EGC (Expected Gas Cost):
10 Commodity 2.4572 2.5337 0.0765
11 Demand 0.7568 0.7603 0.0035
12 Take-Or-Pay 0.0000 0.0000 0.0000
13 Transition Costs 0.0030 0.0030 0.0000
14 Total EGC 3.2170 3.2970 0.0800
15 Less: BCOG (Base Cost of Gas) 0.0000 0.0000 0.0000
16 CF (Correction Factor) (0.2239) (0.2239) 0.0000
17 RF (Refund Adjustment) (0.0480) (0.0480) 0.0000
18 PBRRF (Performance Based Rate Recovery Factor) 0.0247 0.0934 0.0687
19 GCA (Gas Cost Adjustment) 2.9698 3.1185 0.1487
20 Total Billing Cost of Gas 2.9698 3.1185 0.1487
21
22 Commodity Charge (GCA included):
23 First 300 Mcf 4.1598 4.3085 0.1487
24 Next 14,700 Mcf 3.6288 3.7775 0.1487
25 Over 15,000 Mcf 3.3998 3.5485 0.1487
26
27 HLF (High Load Factor)
28
29 Commodity Charge (Base Rate per Case No. 99-070):
30 First 300 Mcf 1.1900 1.1900 0.0000
31 Next 14,700 Mcf 0.6590 0.6590 0.0000
32 Over 15,000 Mcf 0.4300 0.4300 0.0000
33
34 Gas Cost Adjustment Components
35 EGC (Expected Gas Cost):
36 Commodity 2.4572 2.5337 0.0765
37 Demand 0.2001 0.2010 0.0009
38 Take-Or-Pay 0.0000 0.0000 0.0000
39 Transition Costs 0.0030 0.0030 0.0000
40 Total EGC 2.6603 2.7377 0.0774
41 Less: BCOG (Base Cost of Gas) 0.0000 0.0000 0.0000
42 CF (Correction Factor) (0.2239) (0.2239) 0.0000
43 RF (Refund Adjustment) (0.0480) (0.0480) 0.0000
44 PBRRF (Perfornace Based Rate Recovery Factor) 0.0247 0.0934 0.0687
45 GCA (Gas Cost Adjustment) 2.4131 2.5592 0.1461
46 Total Cost of Gas to Bill (excludes MDQ Demand) 2.4131 2.5592 0.1461
47
48 Commodity Charge (GCA included):
49 First 300 Mcf 3.6031 3.7492 0.1461
50 Next 14,700 Mcf 3.0721 3.2182 0.1461
51 Over 15,000 Mcf 2.8431 2.9892 0.1461
52
53 HLF Demand
54 Contract Demand Factor 4.2945 4.3145 0.0200




Western Kentucky Gas Compann Exhibit A
Comparison of Current and Previo ases . Page 2 of §
Interruptible Sales Service

Line Case No.
No. Description 99-070 99-070 A Difference
$/Mcf $/Mcf $/Mcf
1 G-2
2
3 Commodity Charge (Base Rate per Case No. 99-070):
4 First 15,000 Mcf 0.5300 0.5300 0.0000
5 Over 15,000 Mcf 0.3591 0.3591 0.0000
6
7 Gas Cost Adjustment Components :
8 Expected Gas Cost (EGC): |
9 Commodity 2.4572 2.5337 0.0765
10 Demand 0.2001 0.2010 0.0009
11 Take-Or-Pay 0.0000 0.0000 0.0000
12 Transition Costs 0.0030 0.0030 0.0000
13 Total EGC 2.6603 2.7377 0.0774
14 Less: Base Cost of Gas (BCOG) 0.0000 0.0000 0.0000
15 Correction Factor (CF) (0.2239) (0.2239) 0.0000
16 Refund Adjustment (RF) (0.0178) (0.0178) 0.0000
17 Perfornace Based Rate Recovery Factor (PBRRF) 0.0247 0.0934 0.0687
18 Gas Cost Adjustment (GCA) 2.4433 2.5894 0.1461
19 Total Cost of Gas to Bill 2.4433 2.5894 0.1461
20
21 Commodity Charge (GCA included):
22 First 15,000 Mcf 2.9733 3.1194 0.1461
23 Over 15,000 Mcf 2.8024 2.9485 0.1461
24
‘ 25
26 Monthly Refund Factor
27 Effective
28 Case No. Date G-1 G-1/HLF G-2
29 1- 95-010 PP 03/01/99 0.0000 0.0000 0.0000
30 2- 95-010 QQ 04/01/99 (0.0429) (0.0429) (0.0127)
31 3- 95-010 RR 05/01/99 0.0000 0.0000 0.0000
32 4 - 95-010 SS 06/01/99 0.0000 0.0000 0.0000
33 5- 95-010 TT 07/01/99 0.0000 0.0000 0.0000
34 6- 95-010 UU 08/01/99 0.0000 0.0000 0.0000
35 7- 95-010 VV 09/01/99 0.0000 0.0000 0.0000
36 8- 95-010 WW 10/01/99 (0.0023) (0.0023) (0.0023)
37 9- 95-010 XX 11/01/99 0.0000 0.0000 0.0000
38 10 - 95-010 YY 12/01/99 0.0000 0.0000 0.0000
39 11 - 99-070 01/01/00 (0.0028) (0.0028) (0.0028)
40 12 - 99-070 A 02/01/00 0.0000 0.0000 0.0000
41
42 Total Supplier Refund Adjustment (RF) (0.0480) (0.0480) (0.0178)

43




Western Kentucky Gas Comp . Exhibit A

Comparison of Current and Previdus Cases Page 3 of 5
Firm Transportation Service
Line Case No.
No. Description 99-070 99-070 A Difference
$/Mcf $/Mcf $/Mcf
1 T-2\G-1
2
3
4 Simple Margin (Base Rate per Case No. 99-070):
5 First 300 Mcf 1.1900 1.1900 0.0000
6 Next 14,700 Mcf 0.6590 0.6590 0.0000
; Over 15,000 Mcf 0.4300 0.4300 0.0000
9 Non-Commodity Components:
10 Demand 0.7568 0.7603 0.0035
11 Take-Or-Pay 0.0000 0.0000 0.0000
12 Transition Costs 0.0030 0.0030 0.0000
13 RF (Refund Adjustment) (0.0412) (0.0412) 0.0000
14 Total 0.7186 0.7221 0.0035
15
16 Gross Margin:
17 First 300 Mcf 1.9086 1.9121 0.0035
18 Next 14,700 Mcf 1.3776 1.3811 0.0035
19 Over 15,000 Mcf 1.1486 1.1521 0.0035
20
21 T-2\G-\HLF
22
23 Simple Margin (Base Rate per Case No. 99-070):
24 First 300 Mcf 1.1900 1.1900 0.0000
25 Next 14,700 Mcf 0.6590 0.6590 0.0000 |
%g Over 15,000 Mcf 0.4300 0.4300 0.0000 i
28 Non-Commodity Components:
29 Demand 0.2001 0.2010 0.0009
30 Take-Or-Pay 0.0000 0.0000 0.0000
31 Transition Costs - 0.0030 0.0030 0.0000
32 RF (Refund Adjustment) (0.0412) (0.0412) 0.0000
gi Total 0.1619 0.1628 0.0009
35 Gross Margin (Excluding HLF Demand):
36 First 300 Mcf 1.3519 1.3528 0.0009
37 Next 14,700 Mcf 0.8209 0.8218 0.0009
38 Over 15,000 Mcf 0.5919 0.5928 0.0009
39
40 HLF Demand
41 Contract Demand Factor 4.2945 4.3145 0.0200

42




Western Kentucky Gas Com . Exhibit A
Comparison of Current and Prev®us Cases Page 4 of 5
Firm Transportation Service

Line Case No.
No. Description 99-070 99-070 A Difference
$/Mcf $/Mcf $/Mcf
| Carriage Service
2
3 Firm Service (T-4)
4 Simple Margin (Base Rate per Case No. 99-070):
5 First 300 Mcf 1.1900 1.1900 0.0000
6 Next 14,700 Mcf 0.6590 0.6590 0.0000
7 Over 15,000 Mcf 0.4300 0.4300 0.0000
8
9 Non-Commodity Components:
11 Take-Or-Pay 0.0000 0.0000 0.0000
13 RF (Refund Adjustment) 0.0000 0.0000 0.0000
14 Total 0.0000 0.0000 0.0000
15
16 Gross Margin:
17 First 300 Mcf 1.1900 1.1900 0.0000
18 Next 14,700 Mcf 0.6590 0.6590 0.0000
19 Over 15,000 Mcf 0.4300 0.4300 0.0000
20




Western Kentucky Gas Com Exhibit A
Comparison of Current and Pre"®us Cases . Page 5 of 5
Interruptible Transportation and Carriage Service
Line Case No.
No. Description 99-070 99-070 A Difference
$/Mcf $/Mcf $/Mcf
1 General Transporation (T-2)
2
3 Interruptible Service (G-2)
4 Simple Margin (Base Rate per Case No. 99-070):
5 First 15,000 Mcf 0.5300 0.5300 0.0000
6 Over 15,000 Mcf 0.3591 0.3591 0.0000
7
8 Non-Commodity Components:
9 Demand 0.2001 0.2010 0.0009
10 Take-Or-Pay 0.0000 0.0000 0.0000
11 Transition Costs ’ 0.0030 0.0030 0.0000
12 RF (Refund Adjustment) (0.0110) (0.0110) 0.0000
13 Total 0.1921 0.1930 0.0009
14
15 Gross Margin:
16 First 15,000 Mcf 0.7221 0.7230 0.0009
17 Over 15,000 Mcf 0.5512 0.5521 0.0009
18
19 Carriage Service
20
21 Carriage Service (T-3)
22 Simple Margin (Base Rate per Case No. 99-070):
23 First 15,000 Mcf 0.5300 0.5300 0.0000
24 Over 15,000 Mcf 0.3591 0.3591 0.0000
25
26 Non-Commodity Components:
28 Take-Or-Pay 0.0000 0.0000 0.0000
30 RF (Refund Adjustment) 0.0000 0.0000 0.0000
31 Total 0.0000 0.0000 0.0000
32
33 Gross Margin:
34 First 15,000 Mcf 0.5300 0.5300 0.0000
35 Over 15,000 Mcf 0.3591 0.3591 0.0000
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Western Kentucky Gas Compa Exhibit B
Expected Gas Cost - Non Commo ' Page 1 of 11
Texas Gas
0y 2 3) €)) (%)
Non-Commodity
Line Tariff Annual Transition
No. Description Sheet No. Units Rate Total Demand Costs
MMbtu $/MMbtu $ $ $
1 SL to Zone 2
2 NNS Contract # N0210 12,617,673
3 Base Rate 10 0.3158 3,984,660 3,984,660
4 GSR 10 0.0000 0 0
5 TCA Adjustment 10 0.0000 0 0
6 Unrec TCA Surch 10 0.0000 0 0
7 1SS Credit 10 0.0000 0 0
8 Misc Rev Cr Adj 10 (0.0010) (12,618) (12,618)
9 GRI 10 0.0076 95,894 95,894
6
7 Total SL to Zone 2 12,617,673 4,067,936 4,067,936 0
8
9 SL to Zone 3
10 NNS Contract # N0340 27,480,375
11 Base Rate 10 0.3498 9,612,635 9,612,635
12 GSR 10 0.0000 0 0
13 TCA Adjustment 10 0.0000 0 0
14  Unrec TCA Surch 10 0.0000 0 0
15 ISS Credit 10 0.0000 0 0
16 Misc Rev Cr Adj 10 (0.0010) (27,480) (27,480)
17 GRI 10 0.0076 208,851 208,851
18
19 FT Contract # 3355 3,130,605
20 Base Rate 11 0.2529 791,730 791,730
21 GSR 11 0.0000 0 0
22 TCA Adjustment 11 0.0000 0 0
23  Unrec TCA Surch 11 0.0000 0 0
24 1SS Credit 11 0.0000 0 0
25 Misc Rev Cr Adj 11 (0.0010) (3,131) (3,131
26 GRI 11 0.0076 23,793 23,793
27
28
29 Total SL to Zone 3 30,610,980 10,606,398 10,606,398 0

30
31
32
33
34
35
36
37
38
39
40




Western Kentucky Gas Compa Exhibit B
Expected Gas Cost - Non Commoo’ . Page 2 of 11
Texas Gas
M (2) (3) 4 (5)
Non-Commodity
Line Tariff Annual Transition
No. Description Sheet No. Units Rate Total Demand Costs
MMbtu $/MMbtu $ $ $
1 Zone 1 to Zone 3
2 FT Contract # 3355 2,344,395
3 Base Rate 11 0.2227 522,097 522,097
4 GSR 11 0.0000 0
5 TCA Adjustment 11 0.0000 0 0
6 Unrec TCA Surch 11 0.0000 0 0
7 ISS Credit 11 0.0000 0 0
8 Misc Rev Cr Adj 11 (0.0010) (2,344) (2,344)
9 GRI 11 0.0076 17,817 17,817
6
7 Total Zone 1 to Zone 3 2,344,395 537,570 537,570
8
9 SL to Zone 4
10 NNS Contract # N0410 3,320,769
11 Base Rate 10 0.4096 1,360,187 1,360,187
12 GSR 10 0.0000 0
13 TCA Adjustment 10 0.0000 0 0
14  Unrec TCA Surch 10 0.0000 0 0
15 ISS Credit 10 0.0000 0 0
16 Misc Rev Cr Adj 10 (0.0010) (3,321) (3.,321)
17 GRI 10 0.0076 25,238 25,238
18
19 FT Contract # 3819 1,277,500
20 Base Rate 11 0.3043 388,743 388,743
21 GSR 11 0.0000 0
22 TCA Adjustment 11 0.0000 0 0
23 Unrec TCA Surch 11 0.0000 0 0
24 1SS Credit 11 0.0000 0 0
25 Misc Rev Cr Adj 1 (0.0010) (1,278) (1,278)
26 GRI 11 0.0076 9,709 9,709
27
28 Total SL to Zone 4 4,598,269 1,779,278 1,779,278
29
30 Total SL to Zone 2 12,617,673 4,067,936 4,067,936
31 Total SL to Zone 3 30,610,980 10,606,398 10,606,398
32 Total Zone 1 to Zone 3 2,344,395 537,570 537,570
33
34 Total Texas Gas 50,171,317 16,991,182 16,991,182
35
36
37 Vendor Reservation Fees (Fixed) 166,842 166,842
38 ‘
39 TOP & Direct Billed Transition costs 0
40
41 Total Texas Gas Area Non-Commodity 17,158,024 17,158,024
42
43




Western Kentucky Gas Comp . Exhibit B
Expected Gas Cost - Non Comm8ity Page 3 of 11
Tennessee Gas
ey 2 3) ) ()
Non-Commodity
Line Tariff Annual Transition
No. Description Sheet No. Units Rate Total Demand Costs
MMbtu $/MMbtu 5 $ $
1 0to Zone 2
2 FT-G Contract # 2546.1 13,046 9.4100
3 Base Rate 23B 9.0600 118,197 118,197
4 Settlement Surcharge 23B 0.0000 0 0
5 PCB Adjustment 23B 0.3500 4,566 4,566
6
7 FT-G Contract # 2548.1 4,186 9.4100
8 Base Rate 23B 9.0600 37,925 37,925
9 Settlement Surcharge 23B 0.0000 0 0
10 PCB Adjustment 23B 0.3500 1,465 1,465
11
12 FT-G Contract # 2550.1 5,870 9.4100
13 Base Rate 23B 9.0600 53,182 53,182
14  Settlement Surcharge 23B 0.0000 0 0
15 PCB Adjustment 23B 0.3500 2,055 2,055
16
17 FT-G Contract # 2551.1 4,222 9.4100
18 Base Rate 23B 9.0600 38,251 38,251
19 Settlement Surcharge 23B 0.0000 0 0
20 PCB Adjustment 23B 0.3500 1,478 1,478
21
22
23 Total Zone 0 to 2 27,324 257,119 247,555 9,564
24
25
26
27
28
29
30
31
32

33




Western Kentucky Gas Compa

n
Expected Gas Cost - Non Commoo’

Exhibit B

\ Page 4 of 11
Tennessee Gas
M (2) 3) @ (5
Non-Commodity
Line Tariff Annual Transition
No. Description Sheet No. Units Rate Total Demand Costs
MMbtu $/MMbtu $ $ $
1 1to Zone 2
2 FT-G Contract # 2546 115,954 7.9300
3 BaseRate 23B 7.6200 883,569 883,569
4  Settlement Surcharge 23B 0.0000 0 0
5 PCB Adjustment 23B 0.3100 35,946 35,946
6
7 FT-G Contract # 2548 43,174 7.9300
8 Base Rate 23B 7.6200 328,986 328,986
9 Settlement Surcharge 23B 0.0000 0 0
10 PCB Adjustment 23B 0.3100 13,384 13,384
11
12 FT-G Contract # 2550 61,110 7.9300
13 Base Rate 23B 7.6200 465,658 465,658
14 Settlement Surcharge 23B 0.0000 0 0
15 PCB Adjustment 23B 0.3100 18,944 18,944
16
17 FT-G Contract # 2551 42,783 7.9300
18 Base Rate 23B 7.6200 326,006 326,006
19  Settlement Surcharge 23B 0.0000 0 0
20 PCB Adjustment 23B 0.3100 13,263 13,263
21
22 Total Zone 1 to 2 263,021 2,085,756 2,004,219 81,537
23
24 Total Zone 0 to 2 27,324 257,119 247,555 9,564
25
26 Total Zone 1 to 2 and Zone 0 to 2 290,345 2,342,875 2,251,774 91,101
27
28 Gas Storage
29 Production Area:
30 Demand 27 34,968 2.0200 70,635 70,635
31  Space Charge 27 4,916,148 0.0248 121,920 121,920
32 Market Area:
33 Demand 27 237,408 1.1700 271,767 271,767
34  Space Charge 27 10,846,308 0.0187 202,826 202,826
35 Total Storage 673,148 673,148
36
37 Vendor Reservation Fees (Fixed) 94,151 94,151
38
39 TOP & Direct Billed Transition costs 0 0 0
40
41 Total Tennessee Gas Area FT-G Non-Commodity 3,110,174 3,019,073 91,101
42
43
44
45
46
47
48
49
50
51




Western Kentucky Gas Comp

Exhibit B

Expected Gas Cost - Commodity Page 5 of 11
Purchases in Texas Gas Service Area
1 ) (3) 4
Line Tariff
No. Description Sheet No. Purchases Rate Total
Mcf MMbtu $/MMbtu $

1 No Notice Service 511,500
2 Indexed Gas Cost 2.7500 1,406,625
3 Commodity 10 0.0412 21,074
4 Fuel and Loss Retention @ 14 3.33% 0.0947 48,439
5 2.8859 1,476,138
6
7 Firm Transportation 1,314,500
8 Indexed Gas Cost 2.7500 3,614,875
9 Base (Weighted on MDQs) 11A 0.0268 35,229
10 TCA Adjustment 11A 0.0000 0
11 Unrecovered TCA Surcharge 11A 0.0000 0
12 Cash-out Adjustment 11A 0.0000 0
13 GRI 11A 0.0075 9,859
14 ACA 11A 0.0022 2,892
15  Fuel and Loss Retention @ 14 2.93% 0.0830 109,104
16 2.8695 3,771,959
17 No Notice Storage
18 Net (Injections)/Withdrawals 1,080,000
19 Indexed Gas Cost 2.7500 2,970,000
20  Commodity (Zone 3) 10 0.0412 44,496
21 Fuel and Loss Retention @ 14 3.33% 0.0947 102,276
22 2.8859 3,116,772
23
24
25  Total Purchases in Texas Area 2,906,000 2.8785 8,364,869
26
27
28 Used to allocate transportation non-commodity
29
30 Annualized Commodity
31 MDQs in Charge Weighted
32 Texas Gas MMbtu Allocation $/MMbtu Average
33 SLtoZone?2 12,617,673 25.15% $0.0221 § 0.0056
34 SLtoZone3 30,610,980 61.01% 0.0281 0.0171
35 1toZone3 2,344,395 4.67% 0.0262 0.0012
36 SLtoZone4 4,598,269 9.17% 0.0312 0.0029
37 Total 50,171,317 100.00% $ 0.0268
38
39 Tennessee Gas
40 0to Zone?2 27,324 9.41% 0.0880 $ 0.0083
41 1toZone?2 263,021 90.59% 0.0776 0.0703
42  Total 290,345 100.00% $ 0.0786
43




Western Kentucky Gas Company, Exhibit B
Expected Gas Cost - Commodity ' . Page 6 of 11
Purchases in Tennessee Gas Service Area
Q)] €3 (3) 4
Line Tariff
No. Description Sheet No. Purchases Rate Total
Mcf MMbtu $/MMbtu $
1 FT-A and FT-G 215,800
2 Indexed Gas Cost 2.7500 593,450
3 Base Commodity (Weighted on MDQs) 0.0786 16,962
4 GRI 23C 0.0180 3,884
5 ACA 23C 0.0022 475
6 Transition Cost 23C 0.0225 4,856
7 Fuel and Loss Retention 29 4.28% 0.1230 26,543
8 2.9943 646,170
9
10
11 FT-GS 44,200
12 Indexed Gas Cost 2.7500 121,550
13 Base Rate 20 0.5844 25,830
14 GRI 20 0.0180 796
15 ACA 20 0.0022 97
16 PCB Adjustment 20 0.0192 849
17 Settlement Surcharge 20 0.0000 0
18 Fuel and Loss Retention 29 4.28% 0.1230 5,437
19 3.4968 154,559
20
21
22 Gas Storage
23 FT-A & FT-G Market Area (Injections)/Withdrawals 249,000
24 Indexed Gas Cost (Line 8 - Line 7) 2.8713 714,954
25 Injection Rate 27 0.0102 2,540
26 Fuel and Loss Retention 27 1.49% 0.0434 10,807
27 Total 2.9249 728,301
28
29 .
30 FT-GS Market Area (Injections)/Withdrawals 51,000
31 Indexed Gas Cost (Line 19- Line 18) 3.3738 172,064
32 Injection Rate 27 0.0102 520
33 Fuel and Loss Retention 27 1.49% 0.0510 2,601
34 Total 3.4350 175,185
35
36
37 Total Tennessee Gas Zones 560,000 3.0432 1,704,215
38
39




Western Kentucky Gas Comp . Exhibit B

Expected Gas Cost Page 7 of 11
Trunkline Gas
Commodity ') ) 3) )
Line Tariff
No. Description Sheet No. Purchases Rate Total
Mecf MMbtu  $/MMbtu $
1 Firm Transportation
2 Expected Volumes 174,000
3 Indexed Gas Cost 2.7500 478,500
4 Base Commodity 0.0251 4,367
5 GRI 6 0.0073 1,270
6 ACA 6 0.0022 383
7 Fuel and Loss Retention 6 0.98% 0.0272 4,733
8 2.8118 489,253
9
10
Non-Commodity
(1) (2 3 € (5) (6)
Non-Commodity
Line Tariff Annual Transition
No. Description Sheet No. Units Rate Total Demand Costs
MMbtu $/MMbtu $ $ b
11 FT-G Contract # 014573 2,032,600
12 Discount Rate on MDQs 0.2679 544,534 544,534
13
14 92,125
15 GRI Surcharge 6 0.2300 21,189 21,189
16
17 Reservation Fee 20,480 20,480
18 v
19 Total Trunkline Area Non-Commodity 586,203 586,203
20
21




Western Kentucky Gas Compan‘ Exhibit B
Demand Charge Calculation . Page 8 of 11
Line
No. O] ) €)) @ 3 (6)
1  Total Demand Cost:
2 Texas Gas $16,991,182
3 Reservation Fees (Fixed) 166,842
4 Tennessee Gas 3,019,073
5 Trunkline 586,203
6 Total $20,763,300
7
8 Allocated Related Monthly Demand Charge
9  Demand Cost Allocation: Factors Demand Volumes Firm Interruptible HLF
10 All 0.2943 $6,110,639 30,400,000 0.2010 0.2010 0.2010
11 Firm 0.7057 14,652,661 26,200,000 0.5593 NA NA
12 Total 1.0000 $20,763,300 0.7603 0.2010 0.2010
13
14 Volumetric Basis for
15 Annualized Monthly Demand Charge
16 Mcf @14.65 All Firm
17  Firm Service
18 Sales:
19 G-1 24,200,000 24,200,000 24,200,000 0.7603
20 HLF 300,000 300,000 0.2010 + HLF MDQ Demand
21 LVS-1 1,500,000 1,500,000 1,500,000 0.7603
22 Total Firm Sales 26,000,000 26,000,000 25,700,000
23
24 Transportation:
25 T-2\G-1 500,000 500,000 500,000 0.7603
26 HLF 0 0 0.2010
27 Total Firm Service 26,500,000 26,500,000 26,200,000
28
29 Interruptible Service
30 Sales:
31 G-2 2,000,000 2,000,000 0.7603 0.2010
32 LVS-2 1,200,000 1,200,000 0.7603 0.2010
33 Total Sales 3,200,000 3,200,000
34
35 Transportation:
36 T-2\G-2 700,000 700,000 0.7603 0.2010
37
38 Total Interruptible Service 3,900,000 3,900,000
39
40  Carriage Service
41 T-3&T-4 20,100,000
42
43  Total 50,500,000 30,400,000 26,200,000
44
45 HLF MDQ Demand
46 Firm Demand Cost $14,652,661
47 Peak Day Thru-put 283,011 Mcf/Peak Day
48 Times: 12 Months/Year
49 Total Annualized Peak Day Demand —3,396-:32_
50 Demand Charge per MDQ $4.3145 /MDQ of Customer's Contract
51
52
53 Note: LVS Credit = ($1,381,650)




Western Kentucky Gas Compa Exhibit B
Take-or-Pay and Transition Ch®ge Calculation ‘ Page 9of 11
Line
No. M @ 3) “) 3) (6)
1 Other Fixed Charges Take-or-Pay Transition
2 Texas Gas $0
3 Tennessee Gas 91,101
4 Total $0 $91,101
5
6
7 Related Charge
8  Other Fixed Charges Amount Volumes $/Mcf
9 Take-or-Pay 0 50,500,000 0.0000
10 Transition 91,101 30,400,000 0.0030
11 Total $91,101 0.0030
12
13
14 Volumetric Basis for
15 Annual Other Fixed Charges Other Fixed Charges
16 Expected Mcf Take-or-Pay Transition Take-or-Pay  Transition
17  Firm Service
18 Sales:
19 G-1 24,200,000 24,200,000 24,200,000 0.0030
20 HLF 300,000 300,000 300,000 0.0030
21 LVS-1 1,500,000 1,500,000 1,500,000 0.0030
22 Total Firm Sales 26,000,000 26,000,000 26,000,000
23
24 Transportation:
25 T-2\G-1 500,000 500,000 500,000 0.0030
26 T-2\G-1\HLF 0 0.0030
27 Total Firm Service 26,500,000 26,500,000 26,500,000
28
29 Interruptible Service
30 Sales:
31 G-2 2,000,000 2,000,000 2,000,000 0.0030
32 LVS-2 1,200,000 1,200,000 1,200,000 0.0030
33 Total Sales 3,200,000 3,200,000 3,200,000
34
35 Transportation:
36 T-2\G-2 700,000 700,000 700,000 0.0030
37
38 Total Interruptible Service 3,900,000 3,900,000 3,900,000
39
40  Carriage Service
41 T-3 & T-4 20,100,000 20,100,000 NA
42
43  Total 50,500,000 50,500,000 30,400,000
44
45
46 Note: LVS Credit = ($8,100)

47




Western Kentucky Gas Comp
Expected Gas Cost - Commodit
Total System

Exhibit B
Page 10 of 11

ey 2 (3) 4
Line
No. Description Purchases Rate Total
: Mcf MMbtu $/MMbtu $
1 Texas Gas Area
2 No Notice Service 499,024 511,500 2.8859 1,476,138
3 Firm Transportation 1,282,439 1,314,500 2.8695 3,771,959
4 No Notice Storage 1,053,659 1,080,000 2.8859 3,116,772
5 Total Texas Gas Area 2,835,122 2,906,000 2.8785 8,364,869
6
7 Tennessee Gas Area
8 FT-A and FT-G 207,500 215,800 2.9943 646,170
9 FT-GS 42,500 44,200 3.4968 154,559
10 Gas Storage
11 FT-A and FT-G Injections 239,423 249,000 2.9249 728,301
12 FT-GS Withdrawals 49,038 51,000 3.4350 175,185
13 538,461 560,000 3.0432 1,704,215
14 Trunkline Gas Area
15 Firm Transportation 168,116 174,000 2.8118 489,253
16
17
18 WKG System Storage
19 Injections 0 0 0.0000 0
20 Withdrawals 702,439 720,000 0.0000 0
21 Net WKG Storage 702,439 720,000 0.0000 0
22
23
24 Local Production 34,146 35,000 2.8695 100,433
25
26
27
28 Total Commodity Purchases 4,278,284 4,395,000 2.4252 10,658,770
29
30 Lost & Unaccounted for @ 1.9% 81,287 83,505
31
32 Total Deliveries 4,196,997 4,311,495 2.4722 10,658,770
33
34 LVS Commodity Credit to System
35 LVS Sales (50,000) (51,364) 2.9490 (151,472)
36
37
38 Total Expected Commodity Cost 4,146,997 4,260,131 2.4664 10,507,298
39
40 Expected Commodity Cost ($/Mcf) 2.5337
41
42

43




Western Kentucky Gas Company
Load Factor Calculation for Demam‘ocation

Exhibit B

‘ Page 11 of 11

Line
No. Description MCF
Annualized Volumes Subject to Demand Charges

1 Sales Volume 26,500,000
2 Large Volume Sales (Annualized) 2,700,000
3 Transportation 1,200,000
4 Total Mcf Billed Demand Charges 30,400,000
5 Divided by: Days/Year 365
7 Average Daily Sales and Transport Volumes 83,288
8
10 Peak Day Sales and Transportation Volume
11 Estimated total company firm requirements for 5 degree average
12 temperature day from Peak Day Book - with adjustments per rate filing ' 283,011
13
14
15 New Load Factor (line 7/ line 12) 0.2943

Mcf/Peak Day
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SENT BY:ATMOS ENERGY CORP. 60-25-88 v 1:30PM GAS SUPPLY D%.-' RATES DEPARTMENT: %32
|
i

Texas Gas Transmission Corporation .
FERC Gas Tari Exhibit C Seventh Revised Sheet No. 14
First Revised Volume No. 1 Page 4 of 13 . Superseding
i Sixth Revised Sheet No. 14
: Schedule of Carrently Effective Fuel Retention Percentages
j Pursuant to Section 16 of the General Terms and Conditions
!
| }
! NNS/SGT RATE SCHEDULES
WINTER SUMMER
...... i.____.-----------_-__----_-“..--- e hsmam e e emm————mmm e e
Projegted Effective Projected Effective
Fue! Fual ruel Fuel Fuel Fuel
Retention  Adjustment Xetention Retention  Adjustment Retention
IDaiivery Pexrcentage Pexcentage Percentage Oelivery Percentsge Percentage Percentage
zone (PFRP! {FAP) (EFRP) Zone (PFRD) {FAP) (EFRP)
5L 0.20% (0.0281 0.18% SL 0.15% {0.07%) 0.08%
1 2.21‘4% 0.272 2.51% 1 2.08% {0.17%) 1.9%
2 2.q2¢ 0.09% 2.71% 2 2.27% 10.374) ja.soa!
3 3,318 0.22% [3.33%) 3 2.45% (0.31%) 2.14%
¢ 4.Ges 0.25% .31 ‘ 2.73% 0.16% 12.918|
; FT/IT RATE SCHEDULES
: WINTER SUMMER
....--.4: ..................................................................
1 1
Rec/Del ‘ Rec/Del
2one PERE FAP EVRP Zone PFRP EAP
.......... .:;._--- ———ama- e ena- e ——— o ———————
SL/SL 0l23% 0.17¢ 0.40% $L/5L 0.15% 0.07%
EL or 1/1 1{608% 0.534 2.13% SL or 1/1 1.53% 0.16%
L or 1/2 1/90% 0.33¢ $1. or 1/2 1.99% 0.09%
SLoor 1/3 2{44% 0.49% 2.93% $L or 1/3 2.32¢ 0.34%
FL or 1/4 2;84% 0.53% 3.3 SL or 1/4 2.82% {0.14%)
2/2 0}27% 0.08% 0.35% 2/2 0.1 0.12% 0.29%
2/3 01548 0.16% 0.70% 2/3 0.33% 0.25% 0.58%
2/4 0i94% 0.20% 1.14% 2/4 0.83% 0.00% 0.83¢
{. ‘ .
3/3 0}27% 0.08% 0.35% 3/3 0.17% U.12¢ 0.29% .
3/4 0408 0. 048 0.44% /4 0.500  "T70.00% 0.50% !
4/4 0320% 0.02% 0.22% 474 0.25% 0.00% 0.25%
4
' . FSS/ISS RATE SCHEDULES
: withdrowal Injestian
P;RP FAP EFRP ) PFRP FAP EFRP
—+-- —- . ca—a- — ——-
0l.94% 0.24% 1.16% 0.46% 0.08% 0.54%
i
|
!
'
IIsued by: K.R.Cpeklin, Vice Presideni, Rale:
Issued on: Augu+ 30, 1999 Effective: November 1, 19?
| +£(_) 4/




SENT BY:ATMOS ENERGY CORP...Z 8-10-99 & 3:28PH

TENMESSZC GAS PIPEL
FERC Ges Tariff
FIFTH REVISED vOlLM

o o

A=

INE CONPARY Exhibit C

£ #C. 1 Page 5 of 13

ass sterL@Per. -

RATES DEPARTMENT:# 6

Twantieth Revised Sheet Ko. 20
Seos—sed ing
Nineteenth Revised Sheet &. 20

RATES PER DEKATHERS

FIRM TRANSPORTATION - GS RATES (FT-GS)

ORI

DELIVERY IORE

$0.4203\80.5824)%0. 6748 $0.7814 $0.8952 $1.0698

s0.3226($0,4951)50.5849 $0.4915 $0.8352 50,9804
$0.4951 $0.2000 $0.2897 $0.4144 $0.5106 $0.4852
$3.5849 $0.23%7 $0.1489 $0.3995 $0.4951 $0.4698
$0.7095 $0.4144 $3.3955 $0.1886 $0.2311 $0.4061 -
$0.8052 $0,5106 $3.4951 $0.2311 $0.1989 $0.3466
$0.9804 $0.4852 $3.4638 30,4061 30,3446 30.2374

BELIVERY 20OMNE

. e A .. - ————— - -

1 2 3 4 5 6

Arvwal Change Ad'jua‘:nent (ACA}Y:
!

vaximum Retes 27,34, 4/

Sase Aates
------------------ i RECELPT -
; WHE 0 L
: 0 $0.2138
' L $0.1771
: 1t $0.4318. -+
; 2 $0.5844
3 $0.4748
i 4 €0.1955
S $0.8952
6 $1.06%8
Surcharges i
------------------ ; RECEIPT -~
LONE 0 L
P23 Adjusteent: 1/ 0 $0.0110
} L . $0.0049
! 1 $0.0159
i 2 $0.0192
H 3 $0.0208
; L $0.0236
! 5 $0.0258
! é  $0.5301

$0.0159($0.0192)$¢.0208 33,0236 $0.0258 $0.030!

50.0137130.0i;.0)50.0192 $0.0219 $0.0241 50.0279
$0.0170 30.01C4 $0.0126 $C.0153 $0.077S 30.0214
$0.0192 30.0126 $0.0093 $0.0148 $0.0170 $0.0214
$0.0219 $0.0153 $0.0148 30.0104 $0.0110 $0.0153
$0.0241 $0.0175 30.0170 $0,0110 $0.D104 0. 0157
$0.0279 $0.0214 $0.0214 $0.0153 $0.0137 $0.0115

DELIVIRY IONE

T B T

$0.3427 $0.5143 $0.6063 $3.7156 $2.8315 $1.0105
$0.5143 $0.2126 $0.3045 $0.4319 $0.5303 R0.7088
$0.6063 $0.3C45 $0.1604 $0.4165 $0.5143 $0.6934
$0.7337 $0.4319 $C.4145 $0.2012 $0.2443 $0.42%¢6
$0.8315 $0.5303 $0.5143 $0.2443 $0.2115 $0.3625
$1.0105 $0.7088 £0.4934 $0.4236 $0.3625 $0.2511

DELIVERY IONE

.................. e e
: 20NE 0 L
! 0 $0.2270
: L $0.1862
: { $0.4499
2 $0.4058
: 3 $0.6978
: 4 $0.8253
; 3 s0.8932
, 6 si.021
Hinimm Qdtes :
--------------- 4 RECEIPT —=---mommsomuse
! 20ME 0 t
; -
: 0 $0.0026
] L $0.0Q34
! 1 $0.009¢
i 2 $0.0161
: 3 30.0191
! 4 $0.0237
! 5 40,0258
! 6 $0.0324
fiotes: i
1/ PLB adjus
subject 1o

3/  Gas Resesrch Institute Charge (GRI) of{$0.01%
Area {TCSS) 9f $0.0225 ere rot includ

solely by diTplar.eamt, shipper shall rendar only

i
+

$0.0396 $0.014% 30.0191 $C.0233 $0.0268 30,0326

$0.0067 30.0129 33.0159 $0.0202 $0.0236 £0.0294
$0.0129 $0.0024 $0.0054 30.01C0 $0.0131 $0.0189
$0.0159 $0.005¢ $0.0004 $0.C035 $0.0126 $0.0184
$0.0205 $3.0100 $0.0095 $0.L015 $0.0032 $0.0090
$0.0236 $0.0131 $0.01256 $0.0032 $0Q.0022 $0.0069
$0.029¢ 3$0.0189 $0.013« $0.0090 $0.0089 $4.0031

t surcharge is effestive for PCH Adjustment Pericd of July 1, 1995 - June 30, 2000,
tension, revision or termination as required by the Stipulation & Agreewent filed on
May 15, 1995 land approved by Comission Crders issued Noverber 29, 1995 end february 20, 1596.
2/ Maximum rate!‘ are inclusive of base rates_arxd atxwe surcharpes,
and Transition Cost Surcherge - Supply
. in tne above stated meximum rates.
4/ Th= applicable fuel retentien percentages are listed on Sheet o, 29, provided that for service rendered

tha quantity of gas asscciated with losses of 5%,

<
Issued by: Jak¢ Hi'&tt, Agent and Attorney~in~fact
Isswad on: serit 30, 1999

Effective: Way 1, 1959

Filed to comply with order of the federal fnergy Reguletory Commisgsion,

Docket do. RP$3-20,
i

, issued April 16, 1999, 87 FERC 61,086




SENT BYATHOS ENERGY CORP. . + 9-10-83 5 B8:32P% ¢ GAS SLPPU‘PT.-* RATES DEPARTMENT ;212

TENNESSEE GAS PIPELINE TOWPANY Exhibit C Eighth Revised Sheet o, 23A

FERC Ges Tariff - Page 6 of 13 Superseding
FIFTH REVISED VDLLH,E NO. | Saventh Revised Sheet No, 23A
RATES PER DEKATHERN
X COMPCDITY RATES
: RATE SCHEDULE FOR FT-A
Base Cormodity Rates DELIVERY IONT
-------------------- L3 L B LS.
: IME 0 L 1 2 3 1. S [
! ------------------------------------------- ———
: 0 $0.0439 $0.0669 $0.085Q $0.0978 30, 1118 30.1231  $0. 1608
: L $0.0286
1 $0.0669 $0.0572 $0.0776 $0.0874 $0.1014 $0.1126 $0.1503
. 2 £0.0880 $0.0776 $0.0433 $0.0530 0,048t 30.0783 $0.1159
i 3 0.0978 $0.0874 $0.053C $0.0346 $0.0463 $0.0745 30,1142
; 4 $0.1129 $0.1025 $0.0681 30.0863 3$0.G401 $0.0459 $0.0834
: 5 $0.1231 $0.1126 $3.0783 $0.0745 $0.0459 $0.0427 $0.076S
i é $0. 1608 $0.1503 $0.1159 30.1142 30.C834 $0.0765 $0.0642
Hiniam .
Correxdity Ratas 3/ BELIVERY IONE
----------------- 3ot o i D D bt L LT
: ZONE 4] L 1 2 3 4 5 [
f’ 0 $0.00% 50.0096 (§0.0141) 4C.0191 $0.0233 30.0268 $0.0526
' L $0.C03%4
1 $0.00%% 30.0067 $0.0129 $C.0159 $0.0202 $0.0235 $0.02%4
2 $0.0161 $0.0129 $0.0024 $0.0054 $0.0100 $0.0131 $0.0169
3 $0.019 $0.0159 $0.0054 $0.C004 $0.0095 $0.0128 $0.0184
4 30.02% © 30.0205 $0.0700 $0.0095 $0.0015 $0.0032 %0.0090
3 $0.G258 $0.0236 $0.07131 $0.0126 $C.0032 $0,0022 $2.0049
. [ 30.0328 $0.029¢ $0.0189 $0.0184 $0.0090 $0.0049 $0.0031
Meximn
Commedity Rates .1/, 2/, 3/ UZLIVERY 20KS
et R ELER RECEIPT = =m e mm oo e e e e e e e e oo
Z0NE o} L 1 2 3 [ S &
¢ 30,0536 30.0746 $0.0577 L1075 30,1215 $0.1328 $0.1705
L $0.0383 ,
1 $0.0748 $0.0665 $0.0873 $0.C971 3$0.11!1 $0,1223 30.1600
2 $0.0977 $0.0873 $3.0530 $0.0627 $0.0778 $0.0880 30,1256
¢ 3 £3.1075 33.0971 $0.0627 $0.0463 $0.0760 $0.0862 30.1239
: L $0.1226 3$0.1122 3$0.0778 $0.0760.-350.04%8 $0.055& $0.0934
! S 30,1328 $0.1223 $0.0830 $0.08427 $0.0558 $0.0524 $0.0862
4 $0.1705 30.1600 30.1256 $0.1239 33.0931 $0.0862 30,0739
i
dotes:
1/ The apove maxinum rates include a per Jth charge for: v
{ACA) Anrual Charge Adjustment $0.0022
{GRI) Gos Research Institute charge .CO075
GRI witl not be assessed If it is arrently being paid on another pipelina.
2 The Tcss Surcharge is only agplicable 1o deliveries In the supply erwa as deflined on Sheet No. 390,
This surcharge {s not frcludad in the Haxioum Rated sotrix,
{TCSs) Trrsitlcﬂ Cost Surcharge - Supply Area $0.0225
3/ The appucable fuel retention percentages are listed on Sheet No. 29, provided that (or service rendered
solely oy displacement, shipper shatl render oaly the quantity of ges essociated with losses of .5X,

lssued by: Jake Hlatt, Agent end Attorney-in-Fact :

Issued on: April 30, 1999 Effective: ¥ay 1, 1997
Fited to comply w';ith order of the federal tnergy Regulatory Cormissicn,

Dockat No. RP91-203 , issued April 16, 1999, 87 FERC { 61,086




SENT BY:ATMOS ENERGY CORP... ©9-10-99 ¢ 8:34PN : Gas ,SUPPU.PT.~ RATES DEPARTMENT:#15
_ | .

1

TENNESSEE GAS PIPEL_iHE COMPANY Elaventh Revised Sheet fNo. 238

FERC Cos Toriff | Exhibit C Stperseding
FIFTH REVISED VOLWME N2, 1 Page 7 of 13 Yenth Ravised sheat o, 23g

RATES PER DIXATHERM
FIRN TWS?URTATICN RATES
RATE STHEDWLE fOR FT-G

Base Reservation Rates DELIVERY ZONE

------------------ : RECEIPT T e |
INE D L ] 2 3 4 5 6
L
; 0 $3.10 £8.45 $10.53 312,22 $14.09 s16.%9
: L $2.71
i 1 56,66 $.92 $9.08 $10.77 $12.& 315,15
, 2 $9.06 V.62 RB 3032 $32 $7.89 31030
: 3 %$10,53 $9.08  $4.32  $2.05 $6.08  $7.64 310,14
i & $12.53 .03 %632 5608 5271 3338 s5.87
, 5 $14,09 ¥2.66 .89 $7.66 $3.38 sg2.85 $4.93

- i 6  $16.59 $15.15 $10.39 $10.14  $5.89 $£.93 33 18
|

Surcherges : CELIVERY ZTNE

B D . : B -
! WME @ L 1 2 3 4 5 6

PCB Adjustment: 1/ 0 $0.20 $0.29 @ $3.38 30,437 "$0.47  $0.55
: L . $0,13
1 $0.29 2025 (03) 2935 3040 s040  sosy
2 $0.35 30.31 .19 3.3 30.28 30.32 $0.3% !
3 $0.38 3035 0.3 0.7 0.7 3031 5039
4 $0.45 WA 0.8 0.7 $0.19 $0.20 3023
s $0.47 ¥4 032 3031 $0.20 $0.19 035
6 $0.55 W51 0.39 %0.39 5028 30.25 30,9
Haximum Reservation Rates 2/ DELIVERY 208€
---------------------------- RECEIPT T T e e
oNE 0 L 1 2 3 4 .5 g
0 $3.30 $6.76 $9.41 S10.91 $12.65 $14.56 $17.1¢
L $2.8¢
1 $4.95 5517 $7.93  $9.13 $11.17 $13.08  $15.44
2 $9.41 57.93  $3.05 $4.55 $6.60 $8.21 310.78
3 $10.91 P $6.55 $2.22 $6.35 37.95 310.53
4 312,96 31188 $6.60 $6.35 352.90 $3.58 .17
5 $14.56 $13.08 $8.21 $7.95 $3.58 3304 5518
6 $T.14 $15.66 $10.78 $10.53 $4.17 $5.18  $3.37

Hinimum gase Reserjfation Rates The miniaum FT-G feservation Rete is $0.20 per Oth ._

Nctes: : s

1/ PCB adjustment surcrarge is effective for fca Adjustment Pericd of Juiy 1, 1995 - yune 30, 2000,
subject to extension, revision or termination es required by the Stipulation & Agreemant filed on
Hay 15, 1995 and approved by Lomission Ordars issuad Novebar 29, 1995 and february 20, 1996,

: 2/ Kaxloum rales' are inclusive of base rates and abcve surcharges, ’

'
i

Issuad by: Jake Hiatt, &s&t and Attormey-in-fact - e e
Issued on: Aoril 30, 1999 Effective: May 1, 1999
Filed to comply wi‘gh order of the federal fnergy Reguiatory Corenisz{on,

Cocket No. RPII-203 | jseued Acril 18, 1999, 87 Fme q 41,08




DISYE D ATALD CMERUT LURLE,

': g-1U-9Y : BIi36EH GAS 5UPPLY‘PT.~ RATES DEPARTYENT ;%18

TENNESSEE GAS PIPELINE COMPANY Sixth Revised Sheot fo. Z3C
FERC Gas Tariff | i edi

Exhibit C Stpcrseding

FIFTH REVISED YOLWHE O, 1

Fifth Revised Sheet No. 23C

Page 8 of 13

RATES PER DEKATHERM

COMMODITY RATES
RATE STHEDULE FOR £T7-G

N S e e e e e - —————— e

o 30,0669 $0. 0880 \$2.0978 $0.1118 30.1231 $0.1508
$0.057 0776 130.0674 $0.1014 30,1126 $0.1503

$0.00%6 $0.0181 $0.0191 $0.0233 $0.0268 $0.9326
34

QELIVERY ZONE

30.0776 $0.0433 $0.0530 $0.0481 $D_.G783 $0.1159
$0.0874 $0.0530 $0.0344 $0.0463 $0.0765 $0.1142
$0.1025 $0.0681 $0.0683 $0.0401 $0.0459 $0.0834
$0.1124 $0.0783 $0.0745 $0.0459 $0.0427 $0.0755
30.1503 30.1159 $0.1142 $0.08%% 30.0745 $0.0642

DELIYERY IONE

¥0.0067 $0.0129 $0.0159 $0,0202 $0.0234 $0.0294
$0.0129 $0.0024 $0.0054 $0.0100 $0.0131 $0.0189
$0.0159 $0,0054 $0.0004 $0.0095 $0.0125 $0.0154
$0.0205 $3.0100 $0.C095 $0.0015 30,0032 $0.0050
30,0236 $).0131 $0.0126 $0.2032 $0.0022 $3.0049
30.02%¢ $0.0189 30.0184 30.9090 $0.0049 $0.0031

OJSLIVERY ZONE

(ACA} Amrual tharge Adjustment
(GRI) Gas Research Institute Cherge

(TCSS) Transition Cast Surcharge - Surply Area

i

----------------- RECEIPT =mmacmaccmneaan
ZONE 0 L
0 $0.0439
L $0.0
i $0.0649
2 3$0.06380
i~ TR 3 $0.0978
4 $0.1129
S $0.1231
-] 30.1608
Minimam ’ '
Commod sy Rates 3/
e RECEIPT ~=meecmcocamans
) oM 0 L
1] 30.0026
L $0.
1 $0.8094
2 30.0161
3 $0.019!
& $0.0237
5 30.0248
) 6  30.032%
Haximum
Comncdity Rates 1/, 2/, 3¢
---------------------- RECEIPT - ———
088 0 L
[+] $0.0641
L 0.
1 $0.0871
% 2 $0.1082
S 3 30.1180
t 4 30,133
5  $0.1433
[ $0.1810
Notes:

i/ The above maxinum rates include o per Oth cherge for:

$0.0022
$0.0180
GRI will rot be sssessed if 47 is aurrently being paid on srother pipeliTe:

2/ The TCSS Surcharge is only applicable to deliverias in the supply area as defined on shect no. 390.
This surcharge is not included in the Maxieum fates Hatrix.

3/ Ihe applicable fuel retention perzenteges ere listed on Sheet to. 29, brﬁvidud that for service rendered
solely ty displacement, shipper shall rendar mly the quentity of gas associated with losses of .SX.

$0.0871 $0.1082 $0. 1182 30,1320 $0.1433 $0.1810

30.0774 $0.3978 30.1076 $0.1216 $0.1328 33765 -
$0.0978 $0.0435 $0.0732 $0.0683 $0,C985 $0.1361- "~
$0.1076 $0.0732 $0.0588 $0.0865 $0.0967 $C, 1344
30.1227 $0.0883 $0.0845 $0.0603 $0.0661 30,1034
$0.1328 $0.0965 $0.0567 $0.0661 $0.0629 $0.0967
$9.1705 $0. 1361 $0.1344 30,1036 $0.0967 $0.0844

l $0.0225 s

{ssued by: Jake ﬂi;att, Agent and Attomey-in-fact
Issued on! April 39, 1999

Effective: #Hay 1, 1999

Filed w0 comply ui:th crder of the Federal fnergy Requlatory Comnission,

- Docket ¥o. RP91-203°

i <soad Apedl 16, 1999, BT FeERC 4 61,086




SENT BY:ATMOS ENERGY CORP._‘ ¢+ 8-10-99 : 8:37PY

i
!
i

GAS SUPPL‘PT. -

Superseding

RATES DEPARTMEN

TENNESSEE GAS PIPELINE COMPARY Exhibit C Zighth Revised Sheat Ho. 77
FERC Gas Teriff Page 9 of 13
FIFTH REVISED VOLWME NO. 1 Seventh Revised Shee: Ho, 7
RATES PER DEKATHERN
i STORAGE SERVICE
fate Schedule Tariff ADJUSTHENTS Lurrent Ratention
and Rate ! fate (GRI) 2/ (ACA) (TCsM) (Pcw) 3/ Adjustment
FIRM STORAGE SERVICZ (FS) -
PROCUCTION AREA
Deliverability Rate $2.02 $0.00
Space Rate | $0.0248 $0.C000
Injection Rata $0.0053
Withdrawsl Rate $0.0053
Overrun Rate $0.2427
FIRM STORAGE service (FS) -
NARKET AREA '
Deliverability Rate $1.15 $3.02 $1.17
Space Rate 30.C185 $0.0002 30.0187
Injection Rate $3.0102 $3.0102
Hithdrawal Rate 30.0102
Overrin Rate’ 3$0. 1380
. ’ i
[NTERRUPT1SL STORAGE SERVICE .
(1s) - “ARKET AREA
Space Aata $0.03¢5 $0.00¢9 $0.0857
[njection Rate $0.0:102 30.0102
Withdra.al Rate $0.0102 $4.0102
INTERUPTIBLE S;fOWE SIRVICE
(1s) ~ PROCUCT ION ARSA
Space Rate : 30.0953 $0.00C0 $0.0993
Injectisn Rate $0.0053 $0.C053
Withdraal Rate $0.0053 $0.0053
SS - Storage Se.rvlce
7 lae SS-E :
Datlverabl (1. $.20 30.05 #“
Space Rate ; 30.0132 $0.0005 $0.0137
Injection Rate! 3$0.0102 $0.0102
Withdrawal Rate $0. 0561 $0.0551
Excess Hithdral'»al Rate $0. 7800 $0.0022 $0.7822
SS-NE .
Dellverability $6.71 $0.06 $6.77
Space Rate ! $0.0132 $0.0007 $0.0139
Injection Qate:' $0.0102 $0.0102
Withdrewal Rata $0.0%36 $0.0936
Excass ufthdru'-zl Rate . $1.16C0 $O.w_22" $1.1622
1/ The quantity .!of 923 essociated with losses is 0.5%,
2/ The Rates After Current Adjustment for services for Conso!idated Cas Stpply Corp., Columbia Cag
Transmission iorp. , gast Temesses Natural Gas Co., Midwestern Gas Trersaission Co., National fuel
Gas Supply Corp., Texas gas Trasaission Corp., end Equitrans, Inc. are exclusive of adjustments
under Tennessee's FIRC Gas Toriff,
3/ ec8 edJustn:]'t surcharge s effective for pra Adjustment Pericd of July 1, 1995 - June 30, 2000,
subjecy 1o \tension, revisien or termination as required by the Stizulation & Agreement filed on
Hay 15, 1995 -and approved by Comsission Orders lssmd_uovej;er 29, 1995 end february 20, 1996.

Percent |/

Issued by: Jaka Hidtt, Agent and Attomay-in-Fact
Issued on: April 39, 1999

filed to conply uil':n order of the federal Energy Regulatory Commission,

Bocket No. RP%1-203

i

. issued April 16, 1999, a7 FERC 9 61,035

..

Effective: Kay 1, 1999
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lasuomd Byi 2. 1. Hale, dgmnt end Attorney-in-foc:

{s3umd on: fodbevary 13, 1997

flle2 o sorply uith orcer of the f=d-ral Irersy 2equlatory Comission,
Jdzciez: Ha. 2765112 , Hzsued Jomzary 29, 1997, 72 §12C { 31,049

Elfcctlve: Harch 1, 197




SENT BY:ATMOS ENERGY CORP. (Jf10-25-99 3107174 ¢
i
TRUNKLINE q:us COMPANY

FBRC GAS TARIFY
Firet Reviged Volume No. 1

RATES DEPARTMENT:® 7/ 7

GAS SL'”PPL\’.’T-“

Exhibit C
pPage 11 of 13

Thirty-First Revieed sheet Nao. §
Bupereeding Thirtieth Reviwed Sheat Ko, §

1 CURRENTLY EFPFECTIVE RATES
Eoch tate st forth in this Ter{ff {s the currently effective rate pertaining to the particular rete
schedule to Mhich {t is referenced, but eech such rate (s scparate and independent asd the change in
any ¢uch rate shall not thereby effect a change {n any ather rata or rate achedule,
i Base Adfusteents Haxienss #inimmn
; Rete | e~ Aemeesencraan Reote Rate fuet
% Par Bt Sec. 23 Sec. Per Dt Per 00 Relmxrsement
: &} {2) » (4) 5) {6}
RATE SOMEDLE T
field Zane tq Zaoe 2
- Geservetfon fate (1)  313.9124 . - $13.912% - -
- Usege Rade (2)(3) 00170 - - 0.0170  § 0.0170 3.09 X (&)
- Overrun flate (5) a.45Ts - - 0.4575 . -
2one TA to 2 2
. iumt?; Rate (1) $ 8.99684 - - $ B.9984 - -
- Usage lo¢ (2243) 0.0133 - . 0.01X3 $ 0.0133 2.28%
- Overrun tate (5) 0.29%9 - - 0.2959 .. -
2one 18 to Zofwe 2
- Resurvation Rate (1) £ 6.8341 - - $ 4.4351 - -
- Usage eatd (21(3) 0.0074 - - 0.00%4 $ 0.0074 1.28 X
- Overrun 2qte (5) 0.2247 - . 0.2287 - . f
20ne 2 Dnly
- teservatign Rate (1) % 5.137% - - $ 5,139 - -
- Usage Gutq £23(3) 0.0048 . . D.o018 $ 0.0078 0.68 %X
- Overcun Rqte (5) 0.1689 . - 0. 1489 - -
Fleld Zome 2o Rerc 18 .
~ feservatian fate (1)  $12.1150 - - $12.1150 - -
- Usage Raze (2)(3) 0.0152 - - 0.0182 $ 0.0152 27
~ Overeun 0..‘!1 5) 0.3984 - . 0.3984 - .
lone 1A to 18
- Qeservetion fate (1) S 7.2010 - - s 7.2010 . -
- Usage ht:[ll)(h 0.0115 - - 0.0115 $ 0.0115 198 X
- Ovarrun Rele (5) 0.2368 . - 0.2348 - -
2orw 18 Only !
- mmﬁc* Rate (1) 3 S.0347 . . $ 5.0387
« Usege Rete|(2)(3) 0.00548 - - 0.005%6
- Overrun flate (5) 0.1436 - - 0.14%4
Fiald 20me to A
- feservation Rate (1) $10.4188 - - $10.4188
- Usege Rate |12X(3) 0.009% - - 0.00%
- Ovarrun Race (5) 0.3426 - - D.3424 - -
2orw 1A Only | -
- deservatior; Rata (1} 8 55048 - - £ 5.5048 -
- Usege Rate £23(3) 0.0059 - - . 0.0059 1.38 &
« Dverrun Retp (5) 0.1840 - - 0.1810 .
field Zonm Goly!
~ feservation fete (1) 3 6.0408 - - $ 4£.0408 -
- Ussge Rate [2)03) a.087 - . 0.0037 1.19%
~ Qverrun htf (4] 0.1084 - . D.1988 . -
Gothering dur.} (AlL Zones) - o -
- Reservation|Rate 3 0.41 $ .
~ Qverrun fatq (5) 0.0136
(1) Cacludes tion 20 GR] Resecvetion Surcharge: 30.230 High Load fector (greater than $0X);
H $0.142 Low Load fector (less then or equal to SOX)
(2) Excludes Seqtion 20 GRI Usage turdnme
(3) Exclisdes {on 21 Arvwml Charge Adjustment:|$0.0022
(4) Fuci rei cment {or beckheuls fron lone 2 to Flald 20ne ic 0.36X
(S) Haxinum 4irm volusetric rete applicable for cepacity release
i
Isaued by: William W. Grygar gffactive: November 1, 1999
e President
Igsued on: ober 1, 1999

o.._.BEE

W o :

\0




Basis for Indexed Gas Cost . Page 12 of 13
For the Month of February, 2000
Case No. 99-070 A

The projected February, 2000 commodity price was provided by the Gas Supply
Department and was based upon the following:

A. The Gas Supply Department reviewed the NYMEX futures close prices
for February, 2000 for the period December 17, 1999 through December 28, 1999

tern Kentucky Gas Company Exhibit C
which are listed below:
|
\

Feb-00
($’MMBTU)
Friday 17-Dec 2.626
Monday 20-Dec 2.609
Tuesday 21-Dec 2.519
Wednesday 22-Dec 2.445
Thursday 23-Dec 2.396
Monday 27-Dec 2.296
Tuesday . 28-Dec 2.369
|
$2.466 |
B. Gas Supply believes prices will remain stable and February prices will

settle at $2.75 per Mmbtu for the period that the GCA is to be
effective.




Western Kentucky Gas Compa“
Current "Cash-out" Prices
For the Month of November, 1999

Exhibit C
Page 13 of 13

Indexed ! WKG
Cash-out Transport Cash-out
For WKG customers served in: Price Charge 23 Price
A. Texas Gas:
Zone 2 Area 100% of Index Price $2.4700 + $0.0365 = $2.5065
90% of Index Price 22230 + 0.0365 = 2.2595
80% of Index Price 1.9760 + 0.0365 = 2.0125
Zone 3 Area 100% of Index Price $2.4700 + $0.0412 = $2.5112
90% of Index Price 22230 + 0.0412 = 2.2642
80% of Index Price 1.9760 + 0.0412 = 2.0172
Zone 4 Area 100% of Index Price $2.4700 + $0.0463 = $2.5163
90% of Index Price 22230 + 0.0463 = 2.2693
80% of Index Price 1.9760 + 0.0463 = 2.0223
B. Tennessee Gas:
Zone 2 Area 100% of Index Price $2.4413 + $0.0258 = $2.4671
90% of Index Price 2.1972 + 0.0258 2.2230
80% of Index Price 1.9530 + 0.0258 = 1.9788

! Indexed cash-out price is from the pipeline's Electronic Bulletin Board.

2 Transport charge used for Texas Gas is its tariff sheet no. 10 commodity rate.

3 Transport charge used for Tennessee Gas is its tariff sheet no. 23A maximum
commodity rate from zone 0 to zone 2.




Western Kentucky Gas Company Exhibit E
Performance Based Rate Recovery Factor Page 1 of 1
Case No. 99-070 A
(PBRRF)
Line
No. Amounts Reported: AMOUNT
1 Company Share of 11/98 - 10/99 PBR Activity $ 2,474,127.26
: 2
| 3 )
4
5 Total $ 2474,127.26
6
7
8 Total $  2474,127.26
9 Less: amount related to specific end users 0.00
10 Amount to flow-through $ 247412726
11
12 Average of the 3-Month Commercial Paper Rates for the immediatety
13 preceding 12-month period less 1/2 of 1% to cover the costs of refunding.
14
15 a) 8] 3
16 Allocation Demand Commodity Total
17 $0 $0 $0
18 Company Share of 11/98 - 10/99 PBR Activity 0 2,474,127 2,474,127
19
20 Total (w/o interest) 0 2,474,127 2,474,127
21 Interest (Line 20 x Line 12) 0 0 0
22 Total $0  $2,474,127  $2,474,127
23 '
24 PBRRF Calculation :
25 Demand Allocator - All
26 (See Exh. B, p. 9, line 18) 0.2943
27 Demand Allocator - Firm
28 (1 - Demand Allocator - All) 0.7057
29 MCEF Sales (annual normalized)
30 (See Exh. B, p. 9, line 1) 26,500,000
31 Firm Volumes (normalized)
32 (See Exh. B, p. 6, col. 1, line 26) 26,500,000
33 Total Throughput .
34 (See Exh. B, p. 6, col. 1, line 42 - line 40) 30,400,000
35
36 Demand Factor - All (Principal) $ - $0.0000 /MCF
37 Demand Factor - All (Interest) $ - $0.0000 /MCF
38 Demand Factor - Firm (Principal) $ - $0.0000 /MCF
39 Demand Factor - Firm (Interest) $ - $0.0000 /MCF
40 Commodity Factor - Principal $ 0.0934 /MCF
41 Commodity Factor - Interest $ - /MCF
42 Total Demand Firm Factor
43 (Col. 2, line 36 + 37 + 38 + 39) { $0.0000 / MCF |
44 Total Demand Interruptible Factor
45 (Col. 2, line 36 +37) I $0.0000 /MCF I
46 Total Firm Sales Factor
47 (Col. 3, line 40 + line 41 + col. 2, line 43) I's 0.0934 /MCF |
48 Total Interruptible Sales Factor
49 (Col. 3, line 40 + line 41 + col. 2, line 45) |'s 0.0934 /MCF |

50




Western Kentucky Gas Company
Large Volume Sales
For the Month of November, 1999

The net monthly rates for Large Volume Sales service is as follows:

Base Charge:

LVS-1 Service
LVS-2 Service
Combined Service

LVS-1

Firm Service

First 300 ' Mef
Next 14,700 ' Mecf
All over 15,000 Mcf

High Load Factor Firm Service
Demand

First 300 ' Mef
Next 14,700 ' Mecf
All over 15,000 Mcf
LVS-2

Interruptible Service

First 15,000 Mcf
All over 15,000 Mcf

$ 13.60 per Meter
150.00 per Meter
150.00 per Meter

@O®® ® ®O® ®

®®

Exhibit F
Page 1 of 3

$4.3998 per Mcf

3.8968 per Mcf
3.7468 per Mcf

$4.3211 per Mcf of
daily contract demand

$3.8397 per Mcf

3.3367 per Mcf
3.1867 per Mcf

$3.3020 per Mcf

Estimated
Weighted
Non- Average
Simple Commodity Commodity Sales
Margin Component 2 Gas Cost Rate
$1.0615 $0.7232 + $2.6151 =
0.5585 0.7232 + 26151 =
0.4085 0.7232 + 26151 =
$ 43211 + $0.0000 =
$1.0615 $§ 0.1631 + $2.6151 =
0.5585 0.1631 + 26151 =
0.4085 0.1631 + 26151 =
$0.4936 + $0.1933 + $2.6151 =
0.3436 + 0.1933 + 26151 =

True-up Adjustment for previous billing period (s):

LAl gas consumed by the customer will be considered for the purpose of determining
whether the volume requirement of 15,000 Mcf has been achieved.

3.1520 per Mcf

(0.0998) per Mcf

? The Non-Commodity Component is from P.S.C. No. 20 Sheet No. 6, effective November 1, 1999.




Western Kentucky Gas Comp Exhibit F
Large Volume Sales ‘ Page 2 of 3
Estimated WACOG used for Billing

For the Month of November, 1999

(A) (B)
Estimated MCF Estimated
Line Purchased Commodity
No. Supplier/Type of Service @14.65 Cost
1  Estimated Purchases:
i 2  Texas Gas Area 1,433,454 $3,679,398.75
| 3 Tennessee Gas Area 293,313 757,681.60
| 4  Trunkline Gas Area 61,147 158,219.79
‘ 5 ANR Pipeline Area 0 0.00 |
! 6 Total Estimated Purchases 1,787,914 4,595,300.14 ‘
| 7 |
8 Transportation Costs: ‘
9  Texas Gas Transmission 148,162.43 |
10 Tennessee Gas Pipeline 0.00 |
11  Trunkline Gas Area 0.00
11 ANR Pipeline Area 0.00
12
: 13 Local Production 54,380 50,396.05
14
15 WKG End-User Cash Outs 13,316 (33,923.25)
| 16 |
17 Total Current Month Gas Cost 1,855,610 $4,759,935.37 i
18 |
‘ 19 Less: Lost & Unaccounted for @ 1.9% 35,257
20
21 Total Deliveries 1,820,353 $4,759,935.37
22
23 Estimated LVS Weighted Average Commodity Rate $2.6148




Western Kentucky Gas Comp Exhibit F
Expected Purchases ‘ Page 3 of 3
LVS Commodity Purchase Basis

For Month of February, 2000

1) (2) (3)
Line
No. Mcf MMbtu Gas Cost
1 Texas Gas Area
2 No Notice Service 499,024 511,500 1,476,138
3 Firm Transportation 1,282,439 1,314,500 3,771,959
4  Total Texas Gas Area ' 1,781,463 1,826,000 5,248,097
5
6
7  Tennessee Gas Area
8 FT-A&G Commodity 207,500 215,800 646,170
9  FT-GS Commodity 42,500 44,200 154,559
10  Total Tennessee Gas Area 250,000 260,000 800,729
11
12 Trunkline Gas Area
13 Firm Transportation 168,116 174,000 489,253
14
15
16 Local Production
17  Commodity 34,146 35,000 100,433
18
19
20  Expected WKG End-User Cash Outs 0 0 0
21
22 Total LVS Commodity Purchase Basis 2,233,725 2,610,253 6,638,512
23
24  Lost & Unaccounted for @ 1.9% 42,441 49,595
25
26  Total Deliveries 2,191,284 2,560,658 6,638,512
27
28 Estimated LVS Weighted Average Commodity Rate (per MMbtu) $2.5925
29
30  Estimated LVS Weighted Average Commodity Rate (per Mcf) $3.0295
31  (To only be used to calculate commodity credit back on Exhibit B)
32

w
w
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Comes now Western Kentucky Gas Company ("Western") pursuant
to 807 KAR 5:001, Section 7, and all other applicable law, and

states as follows:

By order issued June 1, 1998, the Kentucky Public Service
Commission ("Commission") concluded that publication of
information for the matters contained in Exhibit E to various PBR
filings (Case Number 97-513), is likely to cause substantial harm
to Western's competitive position and the information should be
protected from disclosure.

The detailed calculation of the amount to be recovered is
excluded from Exhibit "E" to this GCA filing, which pages are
attached hereto and stamped "Confidential.® Western requests
that this information, which discloses the actual price being
paid by Western to individual marketing companies and other
suppliers of gas, be treated as confidential.

Consistent with the Commission's June 1, 1998 order, Western
has included in its GCA filing in the instant case the total

Company's PBR activity amount for inclusion in the public record.




: ° °

WHEREFORE, Western petitions the Commission to treat
confidential the detailed calculation of the amount to
recovered through the PBR factor. Western believes it to be
the best interest of all of its customers for that information
be treated as confidential.

Respectfully submitted, this 29th day of December, 1999.

WESTERN KENTUCKY GAS COMPANY

. Mot A Mot

Mark A. Martin
Sr. Analyst - Rate Administration
Atmos Energy Corporation

as
be
in

to
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