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August 12, 2003

Mr. Tom Dorman

Executive Director

Kentucky Public Service Commission
P. O. Box 615

Frankfort, KY 40602

RE: Case No. 1999-00165

Dear Mr. Dorman:

Please find enclosed an original and ten copies of Columbia’s Notice to Withdraw its
Motion to Terminate the Small Volume Transportation Service, and Motion Requesting
Authority to Extend the Small Volume Transportation Service Through March 31, 2005.
Copies of the Motion are being provided to the docketed service list and the three
participating marketers in Columbia’s Customer CHOICE program — Community Action
Council Buyers Club, Interstate Gas Supply, Inc., and MX Energy.com, Inc.

If you have any questions, please give me a call at (859) 288-0242.

Sincerely,

Judi M. aiooper

Manager, Regulatory Policy
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BEFORE THE PUBLIC SERVICE COMMISSION AUG 1 2 2003

In the Matter of: PUBLIC SERVICE

COMMISSION

)
)
THE TARIFF FILING OF COLUMBIA GAS )
OF KENTUCKY, INC. TO IMPLEMENT A )
SMALL VOLUME GAS TRANSPORTATION ) CASE NO. 1999-00165
SERVICE, TO CONTINUE ITS GAS COST )
INCENTIVE MECHANISMS, AND TO )
CONTINUE ITS CUSTOMER ASSISTANCE )

)

PROGRAM.

NOTICE OF COLUMBIA GAS OF KENTUCKY, INC.

OF ITS INTENT TO WITHDRAW ITS MOTION TO TERMINATE
THE SMALL VOLUME TRANSPORTATION SERVICE,
AND MOTION REQUESTING AUTHORITY TO EXTEND
THE SMALL VOLUME TRANSPORTATION SERVICE
THROUGH MARCH 31, 2005

On June 6, 2003, Columbia Gas of Kentucky, Inc. (“Columbia”) filed in this docket a
motion requesting authority to terminate its small volume transportation program, the
CHOICE®'program (“CHOICE program” or “the pilot program.”). On June 12, 2003, Interstate
Gas Supply, Inc. (“IGS”) filed a petition in which it opposed the relief sought by Columbia, and
requested that the Choice program be implemented on a permanent basis. Subsequent to the fil-
" ing of IGS’s petition, other intervenors filed pleadings in which they also expressed concern

about the proposed termination of the Choice program.

' Customer CHOICE®™ is a service mark of Columbia Gas of Ohio, Inc. and its use has been licensed by Columbia
Gas of Kentucky, Inc. CHOICE® is a registered service mark of Columbia Gas of Ohio, Inc. and its use has also
been licensed by Columbia Gas of Kentucky, Inc.




In light of the concerns expressed by other parties, Columbia hereby notifies the Com-
mission that it is withdrawing the motion it filed on June 6, 2003, in which Columbia requested
authority to early terminate the Choice program in March, 2004. At the same time, Columbia
now requests that the Commission extend the Choice pilot program for an additional five
months, through March 31, 2005. This will enable the pilot program to operate through an addi-
tional winter, miminize Columbia’s concerns about storage and stranded cost impacts if the pilot
program were to end in October of a calendar year, and provide the partiés with additional time
to discuss the varied and complex issues associated with the future of the Choice program once
the pilot program comes to its scheduled conclusion. Upon approval of this motion, Columbia
will file the necessary tariff sheets to reflect the revised termination date of the pilot program.

Given Columbia’s withdrawal of its motion to terminate the Choice program, and its re-
quest to extend the program through March 31, 2005, Columbia requests that the Commission
cancel the hearing scheduled for this case on September 18, 2003, and rescind the current proce-
dural schedule that provides for additional discovery, the publication of newspaper notices and
the filing of briefs during the month of August 2003.

Based upon Columbia’s discussions with other parties, it is unaware of any opposition on
the part of the other parties to the matters set forth in this pleading.

WHEREFORE, Columbia notifies the Commission that by this pleading Columbia is
withdrawing its Motion Requesting Authority to Terminate its Small Volume Transportation
Service filed on June 6, 2003. Columbia respectfully requests that the Commission extend Co-

lumbia’s Small Volume Transportation Service program through March 31, 2005, and cancel the

remainder of the current procedural schedule in this docket.
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Respectfully submitted,

Hophar, B._Aiple (Gue)

Stepﬁen B. Seiple, Lead Counsel

Stanley J. Sagun, Assistant General Counsel
Stephen B. Seiple, Lead Counsel

200 Civic Center Drive

P.O.Box 117

Columbus, Ohio 43216-0117

Telephone: (614) 460-4648

Fax: (614) 460-6986

Email: sseiple@nisource.com

Richard S. Taylor, Esq.
225 Capital Avenue
Frankfort, Kentucky 40601
Telephone: (502) 223-8967
Fax: (502) 226-6383

Attorneys for
COLUMBIA GAS OF KENTUCKY, INC.
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CERTIFICATE OF SERVICE

I hereby certify that a copy of the foregoing Notice and Motion was served upon the par-

ties on the attached Service List by regular U.S. Mail this /A" day of August, 2003.

Hon. John W. Bentine

Hon. Bobby Singh

Chester Willcox & Saxbe LLP
65 East State Street, Suite 1000
Columbus, OH 43215-4213

Hon. David F. Boehm
Boehm, Kurtz & Lowry
2110 CBLD Center

36 E. Seventh Street
Cincinnati, OH 45202

Mr. Edward W. Gardner

B._Jeple (Gme)
Stephen B. Seiple
Attorney for

COLUMBIA GAS OF KENTUCKY, INC.

SERVICE LIST

Hon. James R. Cox

Cox Bowling & Johnson PLLC
209 Breckenridge Lane
Louisville, KY 40207

Hon. Joe F. Childers
201 W. Short Street
Suite 310

Lexington, KY 40507

Commonwealth Energy Services

Lex-Fayette Urban County Government 745 West Main — 5™ Floor

200 East Main Street
Lexington, KY 40507

Louisville, KY 40202

Mr. Brian A. Dingwell FSG Energy Services
Vice President, Regulatory Affairs 6797 North High Street
United Gas Suite 314

3520 New Hartford Road, Suite 103 Worthington, OH 43085

Owensboro, KY 42303-1781




Hon. John M. Dosker
Stand Energy Corporation
1077 Celestial Street
Suite #110

Cincinnati, OH 45202

Hon. Douglas M. Brooks
Louisville Gas & Electric Co.
220 West Main Street

P.O. Box 32010

Louisville, KY 40232

Hon. Mary R. Harville

Reed, Weitkamp, Schell & Vice PLLC
500 West Jefferson St., Suite 2400
Louisville, KY 40202

Hon. Richard S. Taylor
Attorney at Law

225 Capital Avenue
Frankfort, KY 40601

Hon. Ann Louise Cheuvront
Assistant Attorney General

Civil & Environmental Division
Public Service Litigation Branch
P.O. Box 2000

Frankfort, KY 40602

Hon. Craig G. Goodman

Hon. Stacey L. Rantala

Hon. Heather L. Master

National Energy Marketers Association
3333 K Street, N.W., Suite 110
Washington, D.C. 20007

Hon. Janine L. Migden
Hahn, Loeser & Parks, LLP
1050 Fifth Third Center

21 East State Street
Columbus, OH 43215
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August 12, 2003 P%%]{/%JI ?SESRION
Mr. Tom Dorman
Executive Director
Kentucky Public Service Commission
P. O.Box 615
Frankfort, KY 40602

Dear Mr. Dorman:
Pursuant to the Commission’s Orders in Case No. 1999-165, Columbia Gas of Kentucky,
Inc., (“Columbia”) hereby submits the rates currently being marketed by participating
suppliers in Columbia’s Customer CHOICES™ program.

Interstate Gas Supply (IGS) - Not enrolling customers

MX Energy ~ Fixed price of $9.99/Mcf thru March 2004

CAC Buyers Club - Variable price $7.67/ Mcf; no term
If you have any questions, please give me a call at (859) 288-0242.

Sincerely,

Judy M. @ooper

cc: Becky Phillips
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Columbia Gas*
of Kentucky

A NiSource Company

PO. Box 14241
2001 Mercer Road
Lexington, KY 40512-4241

RECEIVED

August 12, 2003

AUG 1 2 2003
Mr. Tom Dorman
Executive Director PUBLIC SERVICE
Kentucky Public Service Commission COMMISSION

P. O. Box 615
Frankfort, KY 40602

Dear Mr. Dorman:
Pursuant to the Commission’s Orders in Case No. 1999-165, Columbia Gas of Kentucky,
Inc., (“Columbia”) hereby submits the rates currently being marketed by participating
suppliers in Columbia’s Customer CHOICE™™ program.

Interstate Gas Supply (IGS) - Not enrolling customers

MX Energy — Fixed price of $9.99/Mcf thru March 2004

CAC Buyers Club - Variable price $7.67/ Mcf; no term

If you have any questions, please give me a call at (859) 288-0242.

Sincerely,

Judy M. igooper

cc: Becky Phillips




COMMONWEALTH OF KENTUCKY Martin J. Huelsmann

Paul E. Patton, Governor

PUBLIC SERVICE COMMISSION Chairman
Janie A. Miller, Secretary 211 SOWER BOULEVARD . :
Public Protection and POST OFFICE BOX 615 Gary W. Gillis
. Regulation Cabinet FRANKFORT, KENTUCKY 40602-0615 * Vice Chairman
) ) psc.ky.gov
Thomas M. Dorman (502) 564-3940 Robert E. Spurlin
Executive Director Fax (502) 564-3460 . Commissioner

Public Service Commission

August 11, 2003

Tom .& Michele Hencye
1125 Ackison Street
Raceland, KY 41169 .

RE: Case No. 19939-00165
Dear Mr. & Mrs. Hencye:

The Commission is in receipt of your recent letter concerning Columbia Gas of
Kentucky’s Customer Choice Program. Your letter has been placed in the official case file

of this proceeding. Please be assured that the Commission will carefully analyze the
application before rendering a final decision in this matter. '

1f you would like more information regarding this case, please feel free to contadt my
staff at 502-564-3940. Additionally, you can find information related to this case including
orders issued by the Commission on our website: psc.ky.gov.
Once again, thank you for your interest and concern.
Sincerely yours,

AT,

Thomas M. Dorman
Executive Director

TMD/amb

' ATION
PAYS

AN EQUAL OPPORTUNITY EMPLdYER M/F/D
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\E. i COMMONWEALTH OF KENTUCKY Martin J. Huel
Paul E. Patton, Govemor PUBLIC SERVICE COMMISSION A ehaiman "
Janie A. Miller, Secretary ' 211 SOWER BOULEVARD
Public Protection and = POST OFFICE BOX 615 ~ Gary W.Gillis
Regulation Cabinet FRANKFORT, KENTUCKY 40602-0615 Vice Chairman
psc.ky.gov
Thomas M. Dorman i (502) 564-3940 Robert E. Spurlin
Executive Director . Fax (502) 564-3460 Commissioner

Public Service Commission

August 7, 2003

Thomas H. and Demaris L. Pinkstaff .
10 Court of Champions
Nicholasville, KY 40356

RE: Case No. 1999-00165
Dear Mr. & Mrs. Pinkstaff:

The Commission is in receipt of your July 30, 2003 letter concerning Columbia Gas
of Kentucky's Customer Choice Program. Your letter has been placed in the official case
file of this proceeding. Please be assured that the Commission will carefully analyze the
application before rendering a final decision in this matter.

If you would like more information regarding this case, please feel free to contact my
staff at 502-564-3940. Additionally, you can find information related to this case including
orders issued by the Commission on our website: psc.ky.gov.

.Once again, thank you for your interest and concern.
Sincerely yours,

e P

Thomas M. Dorman
Executive Director

TMD/amb

G :
EDUCATION

AN EQUAL OPPORTUNITY EMPLOYER M/F/D




COMMONWEALTH OF KENTUCKY Martin J. Huelsmann

Paul E. Patton, Governor

" PUBLIC SERVICE COMMISSION Chairman
Janie A. Miller, Secretary 211 SOWER BOULEVARD
Pubiic Protection and POST OFFICE BOX 615 Gary W. Gillis
Regulation Cabinet FRANKFORT, KENTUCKY 40602-0615 ' Vice Chairman
psc.ky.gov i
Thomas M. Dorman (502) 564-3940 Robert E. Spurlin
Executive Director Fax (502) 564-3460 Commissioner

Public Service Commission

August 7, 2003

Michael Huster
6035 Riva Ridge Road
Versailles, KY 40383

RE: Case No. 1999-00165
Dear Mr. Huster:

The Commiésion is in receipt of your August 1, 2003 letter concerning Columbia Gas
of Kentucky’s Customer Choice Program. Your letter has been placed in the official case
file of this proceeding. Please be assured that the Commission will carefuily analyze the
application before rendering a final decision in this matter.

If you would like more information regarding this case, please feel free to contact my
staff at 502-564-3940. Additionally, you can find information related to this case including
orders issued by the Commission on our website: psc.ky.gov.

Once again, thank you for your interest and concern.

Sincerely yours'

,ﬁw [l e —,

Thomas M. Dorman
Executive Director

TMD/amb

AN EQUAL OPPORTUNITY EMPLOYER W/F/D

———————————
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Janie A. Miller, Secretary 211 SOWER BOULEVARD

" Public Protection and _ POST OFFICE BOX 615 Gary W. Gillis
Regulation Cabinet FRANKFORT, KENTUCKY 40802-0615 Vice Chairman

psc.ky.gov

Thomas M. Dorman ~_(502) 564-3940 ' Robert E. Spurlin
Executive Director Fax (502) 564-3460 Commissioner

Public Service Commission

August 7, 2003

Don E. Carter, Director
Facility Services
Kentucky State University
101 University Drive
Frankfort, KY 40601

RE: Case No. 1999-00165
Dear Mr. Carter:

The Commission is in receipt of your July 30, 2003 letter concerning Columbia Gas
of Kentucky's Customer Choice Program. Your letter has been placed in the official case
file of this proceeding. Please be assured that the Commission will carefully analyze the
application before rendering a final decision in this matter.

If you would like more information regarding this case, please feel free to contact my
staff at 502-564-3940. Additionally, you can find information related to this case including
orders issued by the Commission on our website: psc.ky.gov.

Once again, thank you for your interest and concern..

Sincerely yours,

W ‘ﬁ
Thomas M. Dorman
Executive Director

TMD/amb

EDUCATION

PAYS

AN EQUAL OPPORTUNITY EMPLOYER M/F/ID
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| E. Patton, G COMMONWEALTH OF KENTUCKY Martin .
Paul E. Patton, Governor PUBLIC SERVICE COMMISSION artin,J. Huelsmann
Janie A. Miller, Secretary : 211 SOWER BOULEVARD
Public Protection and POST OFFICE BOX 615 Gary W. Gillis
Regulation Cabinet. FRANKFORT, KENTUCKY 40602-0615 Vice Chairman
psc.ky.gov
Thomas M. Dorman . (502) 564-3940 Robert E. Spurlin
Executive Director Fax (502) 564-3460 Commissioner

Public Service Commission

August 7, 2003

David E. Griffith
224 Quail Run Drive
Georgetown, KY 40324

RE: Case No. 1999-00165
Dear Mr. Griffith:

The Commission is in receipt of your July 30, 2003 letter concerning Columbia Gas
of Kentucky's Customer Choice Program. Your letter has been placed in the official case
file of this proceeding. Please be assured that the Commission will carefully analyze the
application before rendering a final decision in this matter.

If you would like more information regarding this case, please feel free to contact my
staff at 502-564-3940. Additionally, you can find information related to this case including
orders issued by the Commission on our website: psc.ky.gov.

Once again, thank you for your interest and concern.’

‘Sincerely yours,

WO —

Thomas M. Dorman
- Executive Director

"TMD/amb -

EDUCATION

PAY.

AN EQUAL OPPORTUNITY EMPLOYER M/F/D
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Paul E. Patton, Govemor PUBLIC SERVICE COMMISSION Martin . Huelsmann
Janie A. Miller, Secretary 211 SOWER BOULEVARD .
Public Protection and POST OFFICE BOX 615 Gary W. Gillis
Regulation Cabinet FRANKFORT, KENTUCKY 40602-0615 Vice Chairman
. psc.ky.gov .
Thomas M. Dorman ) -(502) 564-3940 : Robert E. Spurlin
Executive Director Fax (502) 564-3460 : : Commissioner

Pubtic Service Commission

August 7, 2003

Anna S. Graves
712 Dardaelles Drive
Lexington, KY 40503

RE: Case No. 1999-00165
Dear Ms. Graves:

The Commission is in receipt of your July 31, 2003 letter concerning Columbia Gas
of Kentucky's Customer Choice Program. Your letter has been placed in the official case
file of this proceeding. Please be assured that the Commission will carefully analyze the
application before rendering a final decision in this matter.

If you would like moré information regarding this case, please feel free to contact my
staff at 502-564-3940. Additionally, you can find information related to this case including
orders issued by the Commission on our website: psc.ky.gov

Once again, thank you for your interest and concern.

Sincerely yours,

Do (0 —

Thomas M. Dorman
Executive Director

TMD/amb

'u CATION
PAYS

AN EQUAL OPPORTUNITY EMPLOYER M/F/D
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Paul E. Patton, Governor COMMONWEALTH OF KENTUCKY

Martin J. Huel
. PUBLIC SERVICE COMMISSION o ehairman
Janie A. Miller, Secretary 211 SOWER BOULEVARD i
Public Protection and . POST OFFICE BOX 615 ‘ Gary W. Gillis
Regulation Cabinet FRANKFORT, KENTUCKY 40602-0615 Vice Chairman
: psc.ky.gov
Thomas M. Dorman (502) 564-3940 ¢ Robert E. Spurlin

Executive Director Fax (502) 564-3460 . ’ Commissioner
Public Service Commission : .

 August 7, 2003

Charles & Margaret Washington
2326 Pierson Drive -
Lexington, KY 40505

RE: Case No. 1999-00165
Dear Mr. & Mrs. Washington:
The Commission is in receipt of your July 30, 2003 letter concerning Columbia Gas
- of Kentucky’s Customer Choice Program. Your letter has been placed in the official case
file of this proceeding. Please be assured that the Commission will carefully analyze the
application before rendering a final decision in this matter.

If you would like more information regarding this case, please feel free to contact my
staff at 502-564-3940. Additionally, you can find information related to this case including
orders issued by the Commission on our website: psc.ky.gov.

Once agaih, thank you for your interest and concern.

Sincerely ydurs,

o ATV —

-Thomas M. Dorman
Executive Director

TMD/amb

AN EQUAL OPPORTUNITY EMPLOYER M/F/D
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Paul E. Patton, Governor . COMMONWEALTH OF KENTUCKY Martin J. Huelsmann

PUBLIC SERVICE COMMISSION Chairman
Janie A. Miller, Secretary 211 SOWER BOULEVARD .
Public Protection and - POST OFFICE BOX 615 Gary W. Gilfis
Regulation Cabinet FRANKFORT, KENTUCKY 40602-0615 ‘Vice Chairman
. psc.ky.gov
Thomas M. Dorman (502) 564-3940 Robert E. Spurlin
- Executive Director Fax (502) 564-3460 - . Commissioner

Public Service Commission

August 7, 2003

Paul Winters

Crystal Brook Condominiums
1310 Louisville Road — Office
Frankfort, KY 40601

RE: Case No. 1999-00165
Dear Mr. Winters:

The Commission is in receipt of your July 30, 2003 letter concerning Columbia Gas
of Kentucky’s Customer Choice Program. Your letter has been placed.in the official case
file of this proceeding. Please be assured that the Commission will carefully analyze the
application before rendering a final decision in this matter.

. If you would like more information regarding this case, please feel free to contact my
staff at 502-564-3940. Additionally, you can find information related to this case including -
orders issued by the Commission on our website: psc.ky.gov.

Once again, thank you for your interest and concern.

Smcerely yours,

%«Jb Dm-

Thomas M. Dorman
Executive Director

TMD/amb

ucaTion
. PAYS

AN EQUAL QPPORTUNITY EMPLOYER M/F/ID
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| E. Patton, G COMMONWEALTH OF KENTUCKY - . Martin J. Huel
Paul E. Patton, Governor PUBLIC SERVICE COMMISSION artin J. Huelsmann
Janie A. Miller, Secretary 211 SOWER BOULEVARD
Public Protection and POST OFFICE BOX 615 : Gary W. Gillis
Regulation Cabinet . FRANKFORT, KENTUCKY 40602-0615 ) Vice Chairman
psc.ky.gov .
Thomas M. Dorman (502) 564-3940 Robert E. Spurlin
Executive Director Fax (502) 564-3460 Commissioner

Public Service Commission

August 7, 2003

Larry Allen Lewis
729 Riverwood Lane
Lexington, KY 40514-1731

RE: Case No. 1999-00165
Dear Mr. Lewis:

The Commission is in receipt of your Auguét 4, 2003 letter concerning Columbia Gas
of Kentucky's Customer Choice Program. Your letter has been placed in the official case

~ file of this proceeding. Please be assured that the Commission will carefully analyze the
application before rendering a final decision in this matter.

If you would like more information regarding this case, please feel free to contact my
staff at 502-564-3940. Additionally, you can find information related to this case including
orders issued by the Commission on our website: psc.ky.gov.

Once again, thank you for your interest and concern.

Sincerely yours, .
Thomas M. Dorman

.Executi\_/e Director

TMD/amb

'zoucn‘rlon
\ "4

AN EQUAL OPPORTUNITY EMPLOYER M/F/D
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Paul E. Patton, Governor COMMONWEALTH OF KENTUCKY

Martin J. |
PUBLIC SERVICE COMMISSION arun, . Huelsmann
Janie A. Miller, Secretary ' 211 SOWER BOULEVARD

Public Protection and POST OFFICE BOX 615 Gary W. Gillis

Regulation Cabinet FRANKFORT, KENTUCKY 40602-0615 Vice Chairman
psc.ky.gov

Thomas M. Dorman ©_ (502) 564-3540 ' Robert E. Spurlin
Executive Director Fax (502) 564-3460 ‘ ' Commissioner

Public Service Commission

August 7, 2003

John H. Huang
2217 Savannah Lane
Lexington, KY 40513

RE: Case No. 1999-00165
Dear Mr. Huang:

The Commission is in receipt of your August 2, 2003 letter concerning Columbia Gas
of Kentucky’s Customer Choice Program. Your letter has been placed in the official case
file of this proceeding. Please be assured that the Commission will carefully analyze the
application before rendering a final decision in this matter.

If you would like more information regarding this case, please feel free to contact my
staff at 502-564-3940. Additionally, you can find information related to this case mcludmg
orders issued by the Commission on our website: psc.ky.gov.

Once again, thank you for. your interest and cbncern.

Sincerely yours,

Do B

Thomas M. Dorman
Executive Director

TMD/amb

AN EQUAL OPPCRTUNITY EMPLOYER M/F/D

e ——————
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COMMONWEALTH OF KENTUCKY Martin J. Huelsmann

| E. Patton, G
Paul E. Patton, Govemor PUBLIC SERVICE COMMISSION et
Janie A. Miller, Secretary 211 SOWER BOULEVARD
Public Protection and POST OFFICE BOX 615 : Gary W. Gillis
. Regulation Cabinet FRANKFORT, KENTUCKY 40602-0615 Vice Chairman
psc.ky.gov _
Thomas M. Dorman (502) 564-3940 . . Robert E. Spurlin
Executive Director Fax (502) 564-3460 Commissioner

Public Service Commission

August 7, 2003

Elmer T. Lee
1044 Cherokee Trail
Frankfort, KY 40601,

RE: Case No. 1998-00165
Dear Mr. Lee:

The Commission is in receipt of your August 4, 2003 letter concerning Columbia Gas
of Kentucky’s Customer Choice Program. Your letter has been placed in the official case
file of this proceeding. Please be assured that the Commission will carefully analyze the

- application before rendering a final decision in this matter.

If you would like more information regarding this case, please feel freé to contact my
staff at 502-564-3940. -Additionally, you can find information related to this case including
orders issued by the Commission on our website: psc.ky.gov.

Once again, thank you for your interest and concern.

Sincerely yours

Thomas M. Dorman
Executive Director

TMD/amb

AN EQUAL OPPORTUNITY EMPLOYER M/F/D

—




1E. , COMMONWEALTH OF KENTUCKY M .
Paul E. Patton, Govemnor PUBLIC SERVICE COMMISSION artie . Huelsmann
Janie A. Milier, Secretary Co 211 SOWER BOULEVARD
Public Protection and POST OFFICE BOX 615 Gary W. Gillis
Regulation Cabinet . FRANKFORT, KENTUCKY 40602-0615 Vice Chairman
psc.ky.gov _
Thomas M. Dorman (502) 564-3940 Robert E. Spuriin

Executive Director Fax (502) 564-3460 _ Commissioner
Public Service Commission .

August 7, 2003

James A. Shope
107 Woodlawn Ave.
Russell, KY 41169

RE: Case No. 1999-00165
Dear Mr. Shope:

The Commission is in receipt of your August 4, 2003 letter concerning Columbia Gas
of Kentucky’'s Customer Choice Program. Your letter has been placed in the official case
file of this proceeding. Please be assured that the Commission will carefully analyze the
application before rendering a final decision in this matter.

If you would like more information regarding this case, please feel free to contact my
staff at 502-564-3940. Additionally, you can find information related to this case mcludmg
orders issued by the Commission on our website: psc.ky.gov.

Once again, thank you for your interest and concern.

Sincerely yours,

Thomas M. Dormgn
- Executive Director

TMD/amb

AN EQUAL OPPORTUNITY EMPLOYER M/F/ID

—E——————
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Paul E. Patton, Governd COMMONWEALTH OF KENTUCKY Martin J. Huel
aul £. Patton, Governer PUBLIC SERVICE COMMISSION ' A hairmeag
Janie A. Miller, Secretary 211 SOWER BOULEVARD -

Public Protection and POST OFFICE BOX 615 Gary W. Gillis
Regutation Cabinet FRANKFORT, KENTUCKY 40602-0615 Vice Chairman
psc.ky.gov
Thomas M. Dorman (502) 564-3940 Robert E. Sptirlin
Executive Director Fax (502) 564-3460 : Commissioner

Public Service Commission

August 7, 2003

Ms. Loréne J. Hern
- 204 Greenup Road
Russell, KY 41169

RE: Case No. 1999-00165
Dear Ms. Hern:

The Commission is in receipt of your August 5, 2003 letter concerning Columbia Gas
of Kentucky's Customer Choice Program. Your letter has been placed in the official case
file of this proceeding. Please be assured that the Commission will carefully analyze the
application before rendering a final decision in this matter.

If you would like more information regarding this case, please feel free to contact my
staff at 502-564-3940. Additionally, you can find information related to this case including
orders issued by the Commission on our website: psc.ky.gov.

Once again, thank you for your interest and concern.

Sincerely yours,

o Ry T

Thomas M. Dorman
Executive Director

TMD/amb

EDUCATION
PAYS
AN EQUAL OPPORTUNITY EMPLOYER M/F/D
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COMMONWEALTH OF KENTUCKY Martin J. Huelsmann

Paul E. Patton, Governor

PUBLIC SERVICE COMMISSION Chairman
Janie A. Miller, Secretary 211 SOWER BOULEVARD
Public Protection and POST OFFICE BOX 615 Gary W. Gillis
Regulation Cabinet FRANKFORT, KENTUCKY 40602-0615 , Vice Chairman
psc.ky.gov
Thomas M. Dorman (502) 564-3940 Robert E. Spurlin
Executive Director Fax (502) 564-3460 Commissioner

Public Service Commission

August 7, 2003

Georgia Rodes
966 Mason Headley
Lexington, KY 40504

RE: Case No. 1999-00165
Dear Ms. Rodes:

The Commission is in receipt of your July 25, 2003 letter concerning Columbia Gas
of Kentucky’s Customer Choice Program. Your letter has been placed in the official case
file of this proceeding. Please be assured that the Commission will carefully analyze the

application before rendering a final decision in this matter.

If you would like more information regarding this case, please feel free to contact my
staff at 502-564-3940. Additionally, you can find information related to this case including
orders issued by the Commission on our website: psc.ky.gov.

Once again, thank you for your interest and concern.
Sincerely yours,
s W

" Thomas M. Dorman
Executive Director

TMD/amb

EDUCATIO
PAYS

AN EQUAL OPPORTUNITY EMPLOYER M/F/ID
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Paul E. Patton, Governor COMMONWEALTH OF KENTUCKY Martin J. Huelsmann

PUBLIC SERVICE COMMISSION Chairman
Janie A. Miller, Secretary 211 SOWER BOULEVARD _
Public Protection and POST OFFICE BOX 615 Gary W. Gillis
Regulation Cabinet FRANKFORT, KENTUCKY 40602-0615 Vice Chairman
psc.ky.gov
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Public Service Commission

- August 7, 2003

Mr. & Mrs. Samuel Nava
187 Cumberland Drive
Georgetown, KY 40324

RE: Case No. 1999-00165
Dear Mr. & Mrs. Nava:

The Commission is in receipt of your July 25, 2003 letter concerning Columbia Gas
of Kentucky's Customer Choice Program. Your letter has been placed in the official case
file of this proceeding. Please be assured that the Commission will carefully analyze the
application before rendering a final decision in this matter.

If you would like more information regarding this case, please feel free to contact my
staff at 502-564-3940. Additionally, you can find information related to this case including
orders issued by the Commission on our website: psc.ky.gov.

Once again, thank you for your interest and concern.

Sincerely yours,

WD

Thomas M. Dorman
Executive Director:
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August L, 2003

RECEIVED
AUG 0 & 7993

PUBL,
Mr. Thomas M. Dorman COM‘;ASERVICE

Public Service Commission ISSion
Executive Director

211 Sower Boulevard

Post Office Box 615

Frankfort, Ky. L0602 - 00165

Dear Mr., Dorman:

Re: In support of continuing the Columbia Gas of
Kentuecky, Inc. Choice Program Case No. 1999-00165.

I request your support and of the Public Serviece
Commission in the continuation of the Columbia Gas of
Kentucky Ine, Choice Program.

There have been several large Iincreases in the past
two years granted by your commission to Columbia Gas and
this Customer Choice Program has given some small relief
in our natural gas cost.

I request your aid and that of the commission in
the continuation of thés program.

Sincerely yours,

Elmer ,e,e;‘\

ElmerT. Lee
1044 Cherokee Trail
Frankfort, KY 40601




August 2, 2003

Thomas M. Dorman

Public Service Commission
Executive Director

211 Sower Boulevard

Post Office Box 615
Frankfort, Ky 40602-0615

RECEIVED
AUG 0 & 2003

PUBLIC SERVICE
COMMISSION

RE: In support of continuing the Columbia Gas of Kentucky, inc. Choice

Program Case No. 1999-00165

Dear Mr. Dorman,

| just wanted to express my support of the Choice Program. | have been a
participant for the past 12 months and have been very satisfied with the
existing flexibility and cost savings. | feel that it is important to give the
consumer more than one alternative whenever possible. Thank you for your

consideration in this matter.

Sin ey /
John H. Huang

2217 Savannah La
Lexington, KY 405
(859) 296-0056




Monday, August 04, 2003 HECE’ VED

Thomas M. Dorman PUB
Public Service Commission COMm
Executive Director

211 Sower Boulevard

Post Office Box 615

Frankfort, Kentucky 40602-0615

RE: In support of continuing the Columbia Gas of Kentucky, inc. Choice Program
Case No. 1999-00165
Mr. Dorman,

| fully support the customer choice program and would like to express my concern
regarding the possible termination of the service.

Respectfully submitted,

Larry Allen Lewis

729 Riverwood Lane
Lexington, KY 40514-1731
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COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION
In the Matter of: |

THE TARIFF FILING OF COLUMBIA GAS OF
KENTUCKY, INC. TO IMPLEMENT A SMALL
VOLUME GAS TRANSPORTATION SERVICE, TO
CONTINUE ITS GAS COST INCENTIVE
MECHANISMS, AND TO CONTINUE ITS
CUSTOMER ASSISTANCE PROGRAM

CASE NO.
1999-00165

R e i il g

SUPPLEMENTAL DATA REQUEST OF COMMISSION STAFF
TO COLUMBIA GAS OF KENTUCKY, INC.

Columbia Gas of Kentucky, Inc. (“Columbia”), pursuant to 807 KAR 5:001, is
requested to file with the Commission the original and 8 copies of the following
information, with a copy to all parties of record. The information requested herein is due
August 18, 2003. Each copy of the data requested éhould be placed in a bound volume
with each item tabbed. When a number of sheets are required for an item, each sheet
should be appropriately indexed, for example, ltem 1(a), Sheet 2 of 6. Include with
each response the name of the person who will be responsible for responding to
questions relating to the information provided. Careful attention should be given to
copied material to ensure that it is legible. Where information herein has been
previously provided, in the format requested herein, reference may be made to the
specific location of said information in responding to this information request.

1. Refer to the response to ltem 1(c) of the First Data Request of
Commission Staff, which describes Columbia’s methodology for calculating customer

savings achieved under its Customer Choice Program. The reports in Attachment 2 to




the response include a column headed “Total Difference” that is carried forward to
provide the “Total Savings” shown in the summaries of those reports contained in
Attachment 1 to the response.

a. Provide a detailed explanation of how the amounts in the “Total
Difference” column of the reports included in Attachment 2 are derived.

b. For every third month, beginning in December 2000 and continuing
through March 2003, provide supporting workpapers, spreadsheets, etc. that show the
derivation of the “Total Difference” amounts for the residential and commercial
customers served by Interstate Gas Supply, Inc. (“IGS”), as reflected in the reports in
Attachment 2 taken from Columbia’s CAB billing system.

2. Refer to Exhibits D and E of the response to the Staff's First Data Request
to IGS, which show IGS’s calculation of savings for the Customer Choice Program
customers its serves.

a. The EGC and GCR amounts shown on the exhibits appear to
match the amounts reported by Columbia in its response to |GS’s Interrogatory No. 4.
In addition, the calculation of IGS’s price per MCF, performed by dividing total sales by
total usage, appears to be mathematically accurate. Per IGS’s response to ltem 3(d) of
the Staff data request, the total sales and total usage data came from Columbia’s
remittance statements to IGS. Explain whether Columbia’s records correspond to the
sales and usage data in the IGS exhibits. Identify and describe any discrepancies

observed by Columbia.

-2- Case No. 1999-00165




b. The results of IGS’s savings calculation differ significantly from the
resulted reported by Columbia. Describe any aspects of IGS’s calculations with which

Columbia disagrees or which it disputes in any way.

Y7 (re

Thomas M. Dorman
Executive Director

Public Service Commission
P. O.Box 615
Frankfort, Kentucky 40602

DATED August 5, 2003

ccC: All Parties

Case No. 1999-00165




COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION
in the Matter of:

THE TARIFF FILING OF COLUMBIA GAS OF
KENTUCKY, INC. TO IMPLEMENT A SMALL
VOLUME GAS TRANSPORTATION SERVICE, TO
CONTINUE ITS GAS COST INCENTIVE
MECHANISMS, AND TO CONTINUE ITS
CUSTOMER ASSISTANCE PROGRAM

CASE NO.
1999-00165

FIRST DATA REQUEST OF COMMISSION STAFF
TO INTERSTATE GAS SUPPLY, INC.

Interstate Gas Supply, Inc. (“IGS”), pursuant to 807 KAR 5:001, is requested to
file with the Commission the original and 8 copies of the following information, with a
copy to all parties of record. The information requested herein is due August 18, 2003.
Each copy of the data requested should be placed in a bound volume with each item
tabbed. When a number of sheets are required for an item, each sheet should be
appropriately indexed, for example, Item 1(a), Sheet 2 of 6. Include with each response
the name of the person who will be responsible for responding to questions relating to
the information provided. Careful attention should be given to copied material to ensure
that it is legible. Where information herein has been previously provided, in the format
requested herein, reference may be made to the specific location of said information in
responding to this information request.

1. Refer to Item 3(c) of IGS’s response to the Commission Staff's First Data
Request to IGS and Exhibits C-1 through C-4 of that response. The exhibits indicate
that, in its Winter 2000 Marketing Material, IGS marketed a percentage discount to
customers while, in its Spring 2001 and Fall 2001 Marketing Material, IGS marketed

fixed price products.




a. Is this summary description of IGS’'s marketing efforts accurate? |If
no, explain how IGS’s marketing efforts differed from this description.

b. For each of the eight rate products identified in the response,
provide the time period when IGS actively marketed the program to customers of
Columbia Gas of Kentucky, Inc. (“Columbia”).

C. Provide the number of customers served under each of the eight
rate products, by month, starting with December 2000 and continuing through the most
recent month available.

2. Refer to Item 3(d) of the response to Staff's First Data Request to IGS.
The second paragraph of the response explains that prices for customers in the first 12
months on the program are compared to Columbia’s Expected Gas Cost (“EGC”) while
after 12 months the comparison is to Columbia’s Gas Cost Rate (“GCR”). The third
paragraph, in the last sentence, refers to customers who were in the program for 12
months or more, but states that the comparison was to the EGC, not the GCR. Provide
an explanation of this apparent discrepancy in the two sections of the response.

3. Exhibit A of the response to Staff's First Data Request to IGS indicates
that customers participating in the Customer Choice Program of Columbia Gas of Ohio
séved an average of 10 percent on the commaodity portion of their bills from April 1997
through April‘ 2003. The calculated savings for |GS customers participating in
Columbia’s program equal approximately 3.5 percent, based on the information in
Exhibits D and E of that response. As a marketer in Ohio, provide IGS’s explanation for
why the percentage of savings for Ohio customers is roughly three times that of

Kentucky customers.

-2- Case No. 1999-00165




4, Refer to Exhibits D and E of the response to Staff's First Data Request to
IGS. Earlier in the response IGS explains the differences in how the exhibits were
prepared and points out that Exhibit E includes May 2003 while Exhibit D only goes
through April 2003. It appears that using a different methodology in Exhibit E, absent
the addition of May 2003, reduces the calculated net savings from the $2.79 million in
Exhibit D to $2.57 million. |s this statement accurate? If no, explain why.

5. Refer to Exhibits D and E of the response to Staff's First Data Request to
IGS. The savings to customers in the first 4 months it participated in the program
(December 2000 through March 2001) were $1.8 million while savings in the final 3
months shown in Exhibit E (March 2003 through May 2003) were $2.86 million. These
two amounts, from just 7 of the 30 months that IGS participated in the program, total
roughly $4.7 million, while the overall savings for the full 30 months is shown as $3.1
million. Those months also represent the seven highest individual monthly savings
amounts during this period. Explain why these results occurred and describe the
factors that contributed thereto.

6. Refer to Item 10(b) of IGS’s response to Columbia’s Initial Data Request
to IGS where it objects to and declines to provide the cost of the software in which it has
invested to serve Kentucky customers. IGS states that the cost of the software is not
“reasonably calculated to lead to the discovery of admissible information.” It also
indicates that the information is confidential and proprietary.

a. Given that IGS referred to its “substantial” investment in software in
its petition in this proceeding, explain why it claims that providing the cost is not

reasonably calculated to lead to the discovery of admissible information.

-3- Case No. 1999-00165




b. Explain whether IGS believes its investment in software to serve its
Kentucky customers is relevant to this proceeding. If no, explain why a reference to this
investment was included in IGS’s petition. If yes, explain why IGS should not provide
the cost. IGS is reminded that there are provisions for requesting confidential treatment
of information that is confidential and proprietary.

7. Refer to item 10(f) of IGS’s response to Columbia’s Initial Data Request to
IGS where it objects to and declines to provide the cost of the customer service
department in which it has invested to serve Kentucky customers. IGS states that the
cost is not “reasonably calculated to lead to the discovery of admissible information.” It
also indicates that the information is confidential and proprietary.

a. Given that IGS referred to its “substantial” investment in the
customer service department in its petition in this proceeding, explain why it claims that
providing the cost is not reasonably calculated to lead to the discovery of admissible
information.

b. Explain whether |IGS believes its investment in the customer
service department to serve its Kentucky customers is relevant to this proceeding. If no,
explain why a reference to this investment was included in IGS’s petition. If yes, explain
why IGS should not provide the cost. IGS is reminded that there are provisions for

requesting confidential treatment of information that is confidential and proprietary.

e,

Thomas M. Dorman
Executive Director

Public Service Commission
Post Office Box 615
Frankfort, Kentucky 40602

DATED: August 5, 2003

cc: All parties
Case No. 1999-00165




John W. Bentine

Chester Willcox & Saxbe LLP
65 East State Street

Suite 1000

Columbus, OH 43215-4213

Mr. Jack E. Burch
Executive Director
Community Action Council
892 Georgetown Street
P.O.Box 11610
Lexington, KY 40576

Judy M. Cooper

Manager, Regulatory Services
Columbia Gas of Kentucky, Inc.
2001 Mercer Road

P. O. Box 14241

Lexington, KY 40512-4241

Mr. Edward W. Gardner
Director Of Litigation
Lexington-Fayette Urban County
Government

Department Of Law

200 East Main Street

Lexington, KY 40507

Honorable Richard S. Taylor
Attorney at Law

225 Capital Avenue
Frankfort, KY 40601

Honorable David F. Boehm
Attorney at Law

Boehm, Kurtz & Lowry

36 East Seventh Street
Suite 2110

Cincinnati, OH 45202

Honorable Ann Louise Cheuvront
Assistant Attorney General
1024 Capital Center Drive
Frankfort, KY 40601-8204

James R. Cox
209 Breckinridge Lane
Louisville, KY 40207

Honorable Stephen B. Seiple
Attorney at Law

Columbia Gas of Kentucky, Inc.
2001 Mercer Road

P. O. Box 14241

Lexington, KY 40512-4241

This is the Service List for Case 1999-00165

Honorable Douglas M. Brooks
Senior Counsel Specialist, Reg.

Louisville Gas and Electric Company

220 W. Main Street
P. O. Box 32010
Louisville, KY 40232-2010

Honorable Joe F. Childers
Attorney

201 West Short Street
Suite 310

Lexington, KY 40507

Honorable John M. Dosker
Attorney at Law

Stand Energy Corporation
1077 Celestial Street
Building 3, Suite 110
Cincinnati, OH 45202-1629

Bobby Singh

Chester Willcox & Saxbe LLP
65 East State Street

Suite 1000

Columbus, OH 43215-4213




July 30, 2003 RECEIVED

AUG 0.9 2003
Mr. Thomas M. Dorman
Public Service Commissioner PUBLIC SERVICE
Executive Director COMMISSION
211 Sower Boulevard
Post Office Box 615
Frankfort, Ky 40602

RE:
Columbia Gas of Kentucky, Inc.
Choice Program - Case # 1999-00165
Dear Mr. Dorman,

Crystalbrook Condominiums, a 112 Unit Complex, is strongly in support of continuing the above
referenced program especially in light of the anticipated cost increase in natural gas this coming
winter.

Monies saved on annual energy expenditures is utilized for the endless and highly expensive
maintenance and multifaceted projects that are greatly needed for the Complex.

Respectfully,

Vot iz

Paul Winters
President/Manager

PDW/gim

Ery sial Bk Condo
V30 b@uﬁwlle/ Rd.-o%ex
TRankSord, Yuy Yool
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Hutcherson, Susan G. (PSC) Ca x 199940165

From: Melnykovych, Andrew (PSC)

Sent:  Monday, August 04, 2003 9:10 AM

To: 'CDLO1@CS.COM'

Subject: RE: In support of continuing the Columbis Gas of Kentucky, Inc. Choice Program Case

Andrew Melnykovych

Director of Communications
Kentucky Public Service Commission
502-564-3940 x208

Your comments have been received and will be placed in the case file.

----- Original Message-----

From: Public Information Officer (PSC)

Sent: Sunday, August 03, 2003 4:.01 PM

To: Melnykovych, Andrew (PSC) .

Subject: FW: In support of continuing the Columbis Gas of Kentucky, Inc. Choice Program Case

From: Cdl01@cs.com[SMTP:CDLO1@CS.COM]

Sent: Sunday, August 03, 2003 4:00:43 PM

To: psc.info@mail.state.ky.us

Subject:  In support of continuing the Columbis Gas of Kentucky, Inc. Choice Program Case
Auto forwarded by a Rule

Dear KPSC,

1 want the Customer Choice program to stay in effect. It is our right as customers as well as
Americans to have options . | appreciate the ability to lock-in a fixed rate for a period of time, so that
| can budget my spending. The guaranteed savings option is wonderful aswell. | like having the

options and actually having a choice.

8/4/2003
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Hutcherson, Susan G. (PSC)

From: Melnykovych, Andrew (PSC)

Sent:  Monday, August 04, 2003 9:10 AM

To: '‘CDLO1@CS.COM’

Subject: RE: In support of continuing the Columbis Gas of Kentucky, Inc. Choice Program Case

Andrew Melnykovych @@@ Y, :
Director of Communications Ay @@ ‘
Kentucky Public Service Commission ¢ 0 g @
502-564-3940 x208 e 2y
_ O0LC g
Your comments have been received and will be placed in the case file. %’8&%://05
----- Original Message-----

From: Public Information Officer (PSC)

Sent: Sunday, August 03, 2003 4:01 PM

To: Melnykovych, Andrew (PSC)

Subject: FW: In support of continuing the Columbis Gas of Kentucky, Inc. Choice Program Case

From: Cdi01@cs.com[SMTP:CDLO1@CS.COM]

Sent: Sunday, August 03, 2003 4:00:43 PM

To: psc.info@mail.state.ky.us

Subject:  In support of continuing the Columbis Gas of Kentucky, Inc. Choice Program Case
Auto forwarded by a Rule '

Dear KPSC, :

| want the Customer Choice program to stay in effect. It is our right as customers as well as
Americans to have options . | appreciate the ability to lock-in a fixed rate for a period of time, so that
| can budget my spending. The guaranteed savings option is wonderful aswell. | like having the

options and actually having a choice.

8/4/2003




7/31/2003

RECEIVED

Thomas M. Dorman
Public Service Commission

AU

Executive Director G 04 2003

211 Sower Boulevard PUBLIC SERVICE ED
Post Office Box 615 COMMISSION HECE‘V

Frankfort, Ky. 50602-0615 AUG 04 2003

o ; PUBLIC SERVICE
Re: In support of continuing the Columbia Gas of KerbumieyioN

Inc—CHOice Program €ase No. 1999-00165."

Dear Mr. Dorman,

I am a customer of Interstate Gas Supply, Inc. I
respectfully request that you do not terminate the Customer
Choice Program as Columbia Gas has requested. I am in
support of being able to choose my own gas supplier.

Anna S. Graves

712 Dardanelles Drive
Lexington, Ky. 40503
Customer ID #311753
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Hutcherson, Susan G. (PSC)

From: Melnykovych, Andrew (PSC)

Sent: Friday, August 01, 2003 3:58 PM

To: 'MISH4UK@AOL.COM'

Subject: RE: COLUMBIA GAS OF KY. CHOICE PROGRAM, CASE# 1999-00165
Mr. Payne:

Your comments have been received and placed into the case file in this matter.

Andrew Melnykovych

Director of Communications
Kentucky Public Service Commission
502-564-3940 x208

From: Public Information Officer (PSC)

Sent: Wednesday, July 30, 2003 3:22 PM

To: Melnykovych, Andrew (PSC)

Subject: FW: COLUMBIA GAS OF KY. CHOICE PROGRAM, CASE# 1999-00165

> From: Mish4uk@aol.com[SMTP:MISH4UK@AOL.COM]

> Sent. Wednesday, July 30, 2003 3:22:15 PM

>To: psc.info@mail.state ky.us

> Subject:  COLUMBIA GAS OF KY. CHOICE PROGRAM, CASE# 1999-00165

> Auto forwarded by a Rule
>

RE: IN SUPPORT OF CONTINUING THE COLUMBIA OF KENTUCKY, INC. CHOICE

PROGRAM CASE NO. 1999-00165.
WE SHOULD CONTINUE THE ABOVE PROGRAM.

WHAT IS THE BENEFIT OF DEREGULATION IF THE CONSUMER DOES NOT HAVE A CHOICE

AND/OR OBTAIN SOME SAVINGS? | BELIEVE THIS PROGRAM
WILL AID COLUMBIA GAS IN BEING COST EFFICIENT AND GIVE THE
CONSUMER SOME SAVINGS IN THE PROCESS.

THANK YOU FOR YOUR CONSIDERATION.
REX PAYNE

201 BAYWOOD DR.

NICHOLASVILLE, KY 40356

EMAIL: REX4UK@YAHOO.COM



mailto:REX4UK@YAHOO.COM

RECEIVED
July 30, 2003
’ AUG 0 1 2003
PUBL|¢ SERVICE
Thomas M. Dorman COMMISSION

Public Service Commission
Executive Director

211 Sower Boulevard

Post Office Box 615

Frankfort, Kentucky 40602-0615

Re: In support of continuing the Columbia Gas of Kentucky, Inc. Choice
Program Case No. 1999-00165

Dear Mr. Dorman:

This letter is in support of the Choice Program which we have had the
privilege of utilizing giving us a savings on our monthly gas bill. Please
register us as in support of it. Thank you.

Smé’fl};w v WH

Thomas H & Demarls L. Pmkstaf

10 Ct. of Champions
Nicholasville, KY 40356




) . ‘

6035 Riva Ridge Road

Versailles, KY 40383

August 1, 2003 RECE#VED
Thomas M. Dorman AUG g1 2003

Public Service Commuission

Executive Director PUBLIC
211 Sower Boulevard COMM;SSES'TX)';\?F
Post Office Box 615

Frankfort, Kentucky 40602-0615

Re: In support of continuing the Columbia Gas of Kentucky, Inc. Choice Program Case No. 1 999-00165

Dear Mr. Dorman,

Please allow the permanency of the Customer Choice Program for Columbia Gas of Kentucky. We have a
family of seven so we need to budget our spending. Having a choice we have decided on IGS energy
which allows me to lock-in a fixed rate for a year. This has helped us to save some money for our oldest
child to go to college next year. Without the ability to have a guaranteed savings option we would be have
to pay the additional 5% on each bill and not save money for college. Even 5% on a $90 bill can add up.

Thank you for your consideration,

Michael Huster




Kentucky State University Frankfort, Kentucky 40601

July 30, 2003

RECEIVED
Mr. Thomas M. Dorman AUG 0 1 2003
Public Service Commissioner
Executive Director PUBLIC SERVICE
211 Sower Boulevard COMMISSION
Post Office Box 615
Frankfort, Ky 40602

RE: _In Support of Continuing the
Columbia Gas of Kentucky, Inc.
Choice Program - Case # 1999-00165

Dear Mr. Dorman,

Kentucky State University is strongly in support of continuing the above referenced program
especially in light of the anticipated cost increase in natural gas this coming winter.

Monies saved on annual energy expenditures is utilized in funding other educational activities that
are greatly needed.

Respectfully,

ﬂ —

Ot Lo A—""
Don E. Carter, Director
Facility Services

DEC/gjm

Kentucky State University is an Equal Opportunity/Affirmative Action Institution.

—




RECEIVED

AUG 0 1 2003
July 30, 2003

_ PUBLIC SERVICE
Mr. Thomas M. Dorman COMMISSION
Public Service Commission
Executive Director
211 Sower Boulevard
Post Office Box 615

Frankfort, Kentucky 40602-0615

Re: In support of continuing the Columbia Gas of Kentucky, Inc.
Choice Program Case No. 1999-00165

Dear Mr. Dorman:

It is my understanding that a motion has been filed by Columbia
Gas of Kentucky, Inc. to terminate the Customer Choice program. -
Such action appears to clearly eliminate the opportunity to choose
an alternate gas supplier as well as the guaranteed savings.
Indications are that natural gas could be in shorter supply this
winter and therefore sold ata hlgher price. Please deny the -
motion. . - - -

224 Quall Run Drive
Georgetown, KY 40324
Customer ID 143062
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. i REED WEITKAMP 500 West Jefferson Street, Suite 2400

Louisville, Kentucky 40202-2812

SCHELL & VICE PLLC Telephone 502.589.1000

Facsimile 502.562.2200
mharville@RWSVlaw.com
MARY R. HARVILLE
July 24, 2003 N
W 95
Via Federal Express JUL 25 2003
PUZLIC TRVICE
Thomas M. Dorman, Executive Director CONEBION

Kentucky Public Service Commission
211 Sower Boulevard

P.O. Box 615

Frankfort, KY 40602-0615

Re:  Inthe Matter of> The Tariff Filing of Columbia Gas of Kentucky, Inc. to Implement
a Small Volume Gas Transportation Service to Continue its Gas Cost Incentive

Mechanisms, and to Continue its Customer Assistance Program, Case No. 1999-
00165

Dear Mr. Dorman:
Enclosed for filing in the above action are the original and ten photocopies of the Comments
of the National Energy Marketers Association. A copy of the document was previously sent by

facsimile transmission to the PSC on July 24.

Please file stamp the extra copy of this document and return it to me in the self-addressed,
postage-prepaid envelope which I have provided. Thank you for your assistance in this matter.

Sincerely,
P27 )y (. Dl
Mary R. Harville

MRH/kme

Enclosures
cc: Craig G. Goodman
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COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION m=r=ar=m r=

s 20U Q@
In the Matter of: JUL 2 5 2003
PUBL.C SERVICE

THE TARIFF FILING OF COLUMBIA GAS OF ) CONMMISSION

KENTUCKY, INC. TO IMPLEMENT A SMALL )

VOLUME GAS TRANSPORTATION SERVICE ) CASE NO.

TO CONTINUE ITS GAS COST INCENTIVE ) 1999-00165

MECHANISMS, AND TO CONTINUE ITS )

CUSTOMER ASSISTANCE PROGRAM )

COMMENTS OF THE
NATIONAL ENERGY MARKETERS ASSOCIATION

The National Energy Marketers Association (NEM) hereby submits these comments stating
its position on the Motion of Columbia Gas to terminate its small volume gas transportation service
on March 31, 2004, pursuant to Appendix A of the Commission's Order of July 15, 2003, in the
above-referenced proceeding. For the reasons set forth below NEM urges the Commission to
continue, expand and make permanent implementation of the choice program and opposes the
Motion of Columbia for early termination of the choice program.

I. Introduction

Through prior Orders in this proceeding, the Commission approved a small volume
transportation program (“Choice Program”) proposed by Columbia Gas of Kentucky, Inc.
(“Columbia”), which is to operate as a pilot program through October 31, 2004. On June 6, 2003,
Columbia filed a motion requesting Commission approval to terminate its pilot Choice Program
effective March 31, 2004 (“Columbia’s Petition”). On June 12, 2003, Interstate Gas Supply, Inc.
(“IGS”) filed a petition requesting that the Choice Program be continued permanently (“IGS’s

Petition”).




II. Columbia's Motion Should Be Denied

Columbia filed an application for the early termination of its small volume gas transportation
program effective March 31, 2004. Columbia argues that the pilot program should be terminated
because: 1) "in the aggregate customers are not saving money;" 2) Columbia would likely incur
"substantial" stranded costs if the program were to run beyond March 31, 2004; and 3) due to the
workings of storage contracts, March 31, 2004, is the logical time to conclude the program.
Columbia further requests: 1) to limit marketer participation in the program to the existing
participants; 2) to no longer make customer lists available to marketers; and 3) to educate customers
about the termination of the program. For the reasons set forth below, NEM submits that
Columbia's Motion should be denied and that the pilot program should be permitted to continue
indefinitely.

Columbia asserts that customers in the aggregate have not achieved savings in the program

and therefore the program should be terminated. However, Columbia does recognize that individual
customers have achieved savings. The individual customers that did achieve savings (by Columbia's
definition) should not be denied the ability to achieve similar savings in the future from competitive
options. Additionally, contrary to Columbia's assertion, one of the marketers participating in the
program states that, "[a]s of April 2003, IGS estimates that it has provided its customers with
savings in excess of $2.7 million."’

Furthermore, without conceding that Columbia's savings analysis is correct, NEM submits

that the value of choice programs to customers is not limited solely to savings. Rather, customers

also benefit from the opportunity to choose additional value-added offerings from competitive

! Petition of IGS at page 10.




suppliers, such as fixed rate plans or plans that guarantee a percentage savings from Columbia's rate.
In its Customer Choice Program Annual Report, Columbia states that, "[a]s of May 2003, the latest
numbers available, 46,095 customers representing approximately 33% of eligible customers had
enrolled with a marketer." (Report at page 2). The sheer volume of migration to competitive
marketers clearly reveals that Kentucky consumers feel they receive value from participation in the
program.

Columbia states with respect to the choice program that in recent months, "[fJor numerous
customers, the fixed price rate they paid exceeded Columbia’s gas cost." (Report at pages 2-3).
NEM submits that Columbia's sales commodity price varies seasonally with higher prices in the
peak-use winter months and lower prices in off-peak summer months. Therefore, a snapshot of
commodity prices that focuses on months rather than years may not accurately capture the total
"opportunity" for customer savings that can be accrued over longer periods of time. Additionally,
NEM submits that Columbia's analysis fails to recognize that certain customers place a premium on
receiving a fixed rate for gas and feel they derive value from the program in that manner. These
shopping customers had the opportunity to select a product from the competitive market that
guaranteed them savings off of the GCR rate. However, instead, they decided to choose a fixed
price rate product. Evidently, the ability to pay a fixed price for gas commodity and be protected
from the volatility of Columbia's variable price was an important consideration for these consumers.

Columbia also asserts that it would incur substantial stranded costs if the program were
permitted to continue beyond March 31, 2004, and thereby violate the revenue neutrality principle
embodied in the order establishing the program. However, Columbia notes that stranded costs are
currently over-funded by $1.67 million. Columbia projects that for the period of May 2003 through
March 2004 it will accrue further stranded cost over-funding in the amount of $542,403.
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(Attachment 2). As a result, Columbia projects total stranded cost over-funding of $2,215,219 by
March 2004. (Id.) Columbia has failed to provide any evidence that it will incur these supposed
"substantial" stranded costs but rather that it has received and will continue to receive a net benefit.
With respect to stranded costs, NEM submits that revenues lost due to migration should be
calculated and netted against benefits after actual migration has occurred. NEM submits that once
the Commission determines that a reasonable migration level has occurred, then a calculation of the
difference between the revenues that the utility would have received using fully embedded cost-
based rates and the revenues actually received by the utility due to lost sales of specific services
from the menu of competitive products, services, information and technology that each customer
actually elects to purchase from a competitive supplier should be compared to determine the
maximum amount of potentially "qualifying revenue losses" that must be netted against benefits and
thereafter may be arguably recoverable, subject to the following qualifications:
1. The utility must show that the costs are material.
The utility must demonstrate that they have productively managed and reasonably
mitigated costs in the subject areas.
The utility must not be earning in excess of their earnings cap, and
4, The utility must identify specifically which costs or revenue losses are a result of (a)
the utility being required to provide Provider of Last Resort services and/or (b) the
utility’s need to provide fully bundled services to customers that do not migrate, and

5. The utility must quantify the net benefits associated with the costs saved by not
serving migrating load.

W

After the qualifying revenue losses have been calculated in this fashion, Columbia should file with
the Commission a proposal to recover these costs, if any, in the form of a competitively neutral
charge spread properly over all users of its distribution system.

Columbia further argues that the program should be terminated in March 2004 because of
the way storage contracts work. However, Columbia previously argued and the Commission

accepted that October 31, 2004, was a logical end date for the pilot program because, "the October
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31, 2004 termination corresponds to the expiration of most of its long-term capacity contracts."
March 6, 2000 Order at page 2. Early termination of the program would run contrary to this
rationale. |

NEM submits that Columbia has failed to raise a compelling argument for the termination
of the program, early or otherwise. On the contrary, NEM urges the Commission to continue,
expand and make permanent the Columbia Choice Program and supports the Petition and Testimony
of IGS in that regard. The continuation, expansion and permanent institution of the program is fair,
equitable and in the public interest because the program is offered on a voluntary basis and provides
customers an opportunity for savings as well as the opportunity to receive other value-added
offerings. Customers that have benefited from participation in the program as well as prospective
customers should not be denied the opportunity to lower energy costs and enjoy true competition
for their energy-related needs. The fact that consumers, the utility and participating marketers have
all benefited from the operation of the program should be clear and convincing evidence of its
success and value to the public. It would be contrary to the public interest and good public policy
and governance to terminate a choice program that has achieved significant success in the short time
since its implementation. Moreover, eliminating or proposing to eliminate a successful program
after private capital has been invested to serve consumers in the state of Kentucky increases the risk
of doing business in the state substantially, making it even more difficult to raise investment capital
in the future.

NEM submits that the 33% customer participation level is clear and convincing evidence of
the success of Columbia's Choice Program and supports its expansion into a permanent program.
NEM submits that, in general, pilot programs have many inherent traits that discourage robust

participation. For example, because pilot programs are not permanent, suppliers are hesitant to
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commit the substantial capital, time, and effort to enter and participate in the program without
assurance from the Commission that the program will exist long enough for them to see a return on
their investments. Additionally, consumers are hesitant to take the time and effort needed to educate
themselves about a pilot program that may not become a permanent offering from their LDC. NEM
submits that despite the usual disincentives to participating in pilots, one out of every three
Kentucky consumers eligible for the choice program actively chose to take part in the program.

NEM submits that the slight dip in participation from 36% in 2002 to 33% in 2003 is not
evidence that "interest in the Program has subsided." NEM urges the Commission to consider the
fact that the dip in participation is likely the combined result of IGS's not accepting new enrollments
pending resolution of Columbia's restrictive mandatory capacity filing and the uncertainty as to the
future of the Choice Program and its threatened termination.” NEM submits that, according to Scott
White, the President of Interstate Gas Supply, Inc., "[u]pon settlement of the mandatory capacity
issue, IGS began accepting new enrollments, which has caused participation to increase by
approximately 2,200 customers just from April through July 2003," " . . . an increase of 5.75% in
the number if customers served by IGS." Since IGS is the largest supplier in Columbia Gas of
Kentucky's Choice Program, an increase in customers that IGS serves has a substantial impact on
the percent of eligible customers state-wide participating in the pilot.

From a broad perspective, choice programs such as those offered in the Columbia service
territory provide consumers with a myriad of benefits, not limited to savings. These benefits include
access to innovative new offerings of products, services, information and technology. Access to

these new offerings also permits consumers to gain greater control over their energy bill.

?Petition of IGS at page 4.
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Furthermore, as more alternative energy suppliers invest in serving customers in this market (as will
become more likely when the program is granted permanent status), competitive forces will provide
consumers with better price and service options. Lower energy prices lower the cost of doing
business in the state thus permitting local companies to better compete, attract new businesses,
increase job opportunities and increase state tax revenues. Consumers are smart enough to compare
prices, quality of service, reputation and technological innovation. The ability to do business when
you want, with whom you want, and then to buy what you want is one of the most efficient
consumer protections government can offer. Additionally, the competition that choice programs
bring into the market provides extra incentive for existing utilities to provide good customer service
and to keep their commodity costs down.

NEM notes that even the objectives established by Columbia and accepted by the
Commission in its Order approving the program have been met.* NEM further submits that a
permanent program will promote these and other goals for the benefit of all Kentucky consumers
in this service territory. The choice program has provided an opportunity for consumer savings and
has also provided an opportunity for consumers to choose different value-added offerings such as
fixed rate plans or plans that guarantee a percentage savings from Columbia's rate. One of NEM's
members, IGS, projects that it has saved customers $2.7 million as of April 2003, provided
consumers with a choice of rate options, and is the largest supplier in the program that has

experienced a 33% migration rate, all of which demonstrates the value customers place on this

* These goals are: 1) an opportunity for consumers to save money on gas bills; 2) provide marketers with flexibility to
provide savings by permitting marketers to use their own interstate capacity; 3) revenue neutrality for Columbia with
the opportunity for the utility to recover stranded costs; 4) recovery of stranded costs should be transparent to the
customer; 5) sales customers should not bear additional charges because of the implementation of the program; and 6)
provision of customer education on the operation of the program. (January 27, 2000, Order Approving Program).

’ Petition of IGS at page 10.




program. Furthermore, Columbia's own Motion reveals that it has benefited from the operation of
the program through the accrual of net stranded benefits estimated at $2,215,219 by March 2004.

Consumers should not be penalized so that Columbia may engage in off-system-sales and
keep 25% of the revenues from such sales, particularly when the so called "stranded costs" that
Columbia currently admits to be negative 2.2 million dollars. Prior to the institution of the Choice
Program, Columbia was permitted to retain 35% of the revenues from off-system-sales and was not
required to offset these revenues by absorbing stranded costs. In approving the new mechanism that
is riskier for Columbia, the Commission has created a disincentive for Columbia to retain the Choice
program. Columbia's desire to further profit from off system sales should not be a reason to
terminate the program and penalize current and prospective consumers who wish to save energy
costs.

NEM submits that the Commission should continue and expand the program on a permanent
basis subject to the review process outlined in its initial Order approving the program. In that Order
the Commission decided,

In order for rates to be as transparent as possible at the earliest possible time, the

Commission finds that a review of costs and rates should be initiated before the end

of the proposed five-year program period. A period of three years is a suitable

amount of time for the program to progress beyond its initial stages, for customer

participation to move at least past the introductory level, and for Columbia to gather
preliminary information concerning costs involved in providing small volume
transportation service relative to sales service. Because such information will be
available at that time, the Commission will then begin the process of retaining an
outside consultant, as authorized by KRS 278.255, to review all aspects of the

Customer Choice program, to review the issue of a competitive marketplace, and to

conduct a fully allocated cost-of-service study that will show what, if any, rates will

need to be rebalanced in order to correctly represent costs to provide service.

In addition to the cost review process that will begin at the end of the three-year

period and conclude prior to the end of the five-year pilot period, any necessary

modifications to the program itself and approved financial model will also be
considered. The cost recovery that has occurred through the acceptable revenue
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opportunities of capacity assignment, balancing charges, off-system sales, and
marketer contributions will be reviewed, and a recommendation made as to whether
this method of stranded cost recovery should be continued or modified. Once the
consultant's review and report have been completed, the Commission will initiate a

roceeding wherein Columbia and other parties may address the results of the
consultant's report and other issues relating to the Customer Choice program as

identified by the Commission at that time. (emphasis added).

The language quoted above demonstrates the Commission's intention of initiating a formal
review of the program that would improve the program for consumers and anticipates its
implementation on a permanent basis. NEM urges the Commission to review the program to gain
a full and unbiased appreciation of the value that customers, the utility and marketers have derived
thus far. The abrupt termination of a successful program would violate Commission precedent and
undermine the investment climate in the state for new businesses. NEM offers its, "National
Guidelines for Unbundling and Restructuring the Natural Gas Distribution Function,"® for

consideration in the review process.

® The full text of NEM's "National Guidelines for Unbundling and Restructuring the Natural Gas Distribution Function”
is available at www.energymarketers.com.



http://www.energymarketers.com

I11. Conclusion

For the foregoing reasons, NEM urges the Commission to continue, expand and make
permanent implementation of the choice program and opposes the Motion of Columbia for early
termination of the choice program.

Respectfully submitted,

N e 2Ny

Craig G. Goodman, Esq., President

Stacey L. Rantala, Esq.~

Heather L. Master, Esq.

Natione{l\Energy/Marketers Association

3333 K Street, N.W., Suite 110

Washington, D.C. 20007

Tel: 202-333-3288

Facsimile: 202-333-3266

E-mail:cgoodman@energymarketers.com;
srantala@energymarketers.com;
hmaster@energymarketers.com

Mary Harville

Reed Weitkamp Schell & Vice PLLC
500 West Jefferson Street, Suite 2400
Louisville, KY 40202

Tel: 502-589-1000

Fax: 502-562-2200

E-mail: mharville@rwsvlaw.com

Counsel for National Energy Marketers Association

CERTIFICATE OF SERVICE

I hereby certify that copies of the foregoing were mailed, postage prepaid, to the persons

shown on the attached service list on the 24" day of July, 2003.

P ) SA DL e

Counsel for Nétional Energy Marketers Association
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John W. Bentine

Chester Willcox & Saxbe LLP
65 East State Street, Suite 1000
Columbus, OH 43215-4213

Bobby Singh

Chester Willcox & Saxbe LLP
65 East State Street, Suite 1000
Columbus, OH 43215-4213

David F. Boehm

Boehm, Kurtz & Lowry

36 East Seventh Street, Suite 2110
Cincinnati, OH 45202

Douglas M. Brooks

Senior Counsel Specialist, Reg.
Louisville Gas and Electric Company
220 W. Main Street

P.O. Box 32010

Louisville, KY 40232-2010

Jack E. Burch

Executive Director
Community Action Council
892 Georgetown Street
P.O. Box 11610

Lexington, KY 40576

Ann Louise Cheuvront
Assistant Attorney General
1024 Capital Center Drive
Frankfort, KY 40601-8204

Joe F. Childers
201 West Short Street, Suite 310
Lexington, KY 40507

Service List

James R. Cox
209 Breckinridge Lane
Louisville, KY 40207

John M. Dosker

Stand Energy Corporation
1077 Celestial Street
Building 3, Suite 110
Cincinnati, OH 45202-1629

Edward W. Gardner
Director of Litigation
Lexington-Fayette Urban
County Government
Department of Law

200 East Main Street
Lexington, KY 40507

Richard M. Minch

Manager, Regulatory Services
Columbia Gas of Kentucky, Inc.
2001 Mercer Road

P.O. Box 14241

Lexington, KY 40512-4241

Stephen B. Seiple

Columbia Gas of Kentucky, Inc.
2001 Mercer Road

P.O. Box 14241

Lexington, KY 40512-4241

Richard S. Taylor
225 Capital Avenue
Frankfort, KY 40601




R.EED WEITKAMP 500 West Jefferson Street, Suite 2400
S & V Louisville, Kentucky 40202-2812
CHELL ICE rLLC Telephone 502.589.1000
Facsimile 502.562.2200
' July 24, 2003 mharville@RWSVlaw.com
MARY R. HARVILLE
Via Federal Express FRT T TI T
' TR
Thomas M. Dorman, Executive Director JUL 25 2003
Kentucky Public Service Commission -
211 Sower Boulevard pLTICT .v'r'\\’;,:".-'.
P.O. Box 615 S

Frankfort, KY 40602-0615
Re:  Inthe Matter of: The Tariff Filing of Columbia Gas of Kentucky, Inc. to Implement
a Small Volume Gas Transportation Service to Continue its Gas Cost Incentive
Mechanisms, and to Continue its Customer Assistance Program, Case No. 1999-
00165

Dear Mr. Dorman:

Enclosed for filing in the above action are the original and ten photocopies of the following

documents:
1. Motion for Leave for Full Intervention of Volunteer Energy Services, Inc.; and
2. Motion for Admission Pro Hac Vice of Ms. Janine L. Migden and Memorandum in

Support.

Copies of these documents were previously sent by facsimile transmission to the PSC on
July 24.

Please file stamp the extra copies of each of these documents and return them to me in the
self-addressed, postage-prepaid envelope which I have provided. Thank you for your assistance in
this matter. ‘

Sincerely, .
2 ) 13, Dot
Mary R. Harville
MRH/kme
Enclosures
cc: Janine L. Migden
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IN THE MATTER OF: PUZLIC &ovicE
THE TARIFF FILING OF COLUMBIA GAS OF ) COMuiltiSION
KENTUCKY, INC. TO IMPLEMENT A SMALL )

VOLUME GAS TRANSPORTATION SERVICE ) CASE NO.
TO CONTINUE ITS GAS COST INCENTIVE ) 1999-00165
MECHANISMS, AND TO CONTINUE ITS )
CUSTOMER ASSISTANCE PROGRAM. )

MOTION FOR LEAVE FOR FULL INTERVENTION/
COMMENTS ON BEHALF OF
YOLUNTEER ENERGY SERVICES, INC.

Pursuant to 807 KAR 5:001 Section 3(8) Volunteer Energy Services, Inc. (“VESI”)
respectfully moves for Leave for Full Intervention in the above captioned matter. VESI requests
that its Leave for Full Intervention be granted for the reasons set forth herein.

Contact Information

As required by 807 KAR 5:001 Section 3(8), the person and party seeking intervention is
provided, and communications and correspondence should be directed to the following:

Janine L. Migden

Hahn Loeser & Parks, LLP
1050 Fifth-Third Center

21 East State Street
Columbus, OH 43215

Tel: 614/233-5120

Fax: 614/233-5121

E-mail: jlmigden@hahnlaw.com

Counsel for Volunteer Energy Services, Inc.

Mary R. Harville

Reed Weitkamp Schell & Vice PLLC

500 West Jefferson Street, Suite 2400

Louisville, KY 40202

Tel: 502/589-1000

Fax: 502/562-2200

E-mail: mharville@rwsvlaw.com

Local Counsel for Volunteer Energy Services, Inc.
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MEMORANDUM IN SUPPORT

I INTRODUCTION

At issue in this proceeding is the Application filed by Columbia Gas of Kentucky
(“Columbia Gas”) to terminate its small volume transportation program (“Choice Program”) on
March 31, 2004 as opposed to October 31, 2004 in contravention of earlier orders issued by the
Public Service Commission of Kentucky (“the Commission” or “PSC”’) which established the pilot
Choice Program. On June 12, 2003, Interstate Gas Supply, Inc. (“IGS”) filed a petition (“the IGS
Petition”) in which it requested that the Choice Program be continued on a permanent basis. On
July 10, 2003, the National Energy Marketers Association (“NEM”) filed an intervention and
supported the IGS Petition. Volunteer Energy Services, Inc. (“VESI”) also supports the IGS Petition
as well as that of NEM and respectfully seeks intervention for the reasons set forth below.

1L BACKGROUND ON VESI

Volunteer Energy Services, Inc. is a certified retail natural gas supplier in the State of Ohio
operating in the Columbia of Ohio Choice Program. It also acts as a wholesale supplier to the
Community Action Council Buyers Club (“Buyers Club”) which serves approximately 3,000 low
income customers in the Lexington, Kentucky area. This program is providing savings to low-
income customers and as such, is serving an important role of helping to provide affordable energy
to those who are most in need. In its capacity as the wholesale supplier for the Buyers Club, VESI
has assumed the mandatory capacity obligation on behalf of the Buyers Club for the delivery of gas
to Columbia’s customers.

III. VESI SHOULD BE GRANTED FULL INTERVENTION

VESI has a real and substantial interest in the outcome of this proceeding. As the wholesale

supplier to the Buyers Club, termination of the Choice Program will have an adverse economic




impact on VESI which VESI seeks to preserve through its intervention. For VESI, like other
marketers, the early termination of the program will result in a loss of revenues and the loss of
business opportunities. Moreover, given that VESI is already active in the Kentucky market as a
wholesale supplier assisting the Buyers Club, it is interested in becoming more active in the
Kentucky market in the future, depending on the status of the Choice Program. Asa marketer, VESI
has an interest in advancing the arguments that will lead to the development of a robust competitive
market under which there is the opportunity for many suppliers to offer reliable service to
customers. The positions advanced by VESI will contribute to the Commission’s consideration of

the issues at stake in this proceeding.

IV. COLUMBIA’S PETITION SHOULD BE DENIED AND THE CHOICE PROGRAM
SHOULD BE CONTINUED PERMANENTLY

As a result of Orders issued by this Commission on January 27, 2000, March 6, 2000 and
May 19, 2000 in this proceeding, the Commission established the Choice Program which was
designed to be effective through October, 2004. As opposed to seeking to extend this program to
enable customers to enjoy the advantages of choosing their own supplier, Columbia now seeks to
re-institute the monopoly paradigm. This is clearly a step backwards. The basis for Columbia’s
petition is that customers in the aggregate are not saving money; Columbia will incur stranded costs
if the program were to run beyond March 31, 2004; and that due to the nature of the storage
contracts, March, 2004 is a logical time to terminate the program. Columbia also seeks to limit
marketer participation to those already participating; to no longer make customer lists available and
to begin customer education on the termination of the Choice Program. VESI asserts that
Columbia’s Application should not only be denied, but that the program should be extended

permanently.




One of the goals of the Columbia Choice Pfogram, as set forth by the Commission in its
January 27, 2000 Order in this proceeding in this case, is that the Choice Program must offer
customers the opportunity to save money on their gas bills. This in fact is occurring as admitted by
Columbia when it makes its claim that customers in the aggregate are not saving. That implies that
some customers are in fact enjoying the opportunity to save. Indeed, that is the case for the
customers of the Buyers Coop who are saving on their gas bills. Moreover, questions must be raised
as to the basis of Columbia’s claim and whether they have accurately considered data that looks at
total saving over the life of the program since its inception. Further, there are other desirable
attributes to the Choice program apart from cost savings. For example, rate stability for budgeting
purposes is an important factor, especially for those on fixed incomes. Moreover, of greatest
significance is what the customers think of the Choice Program. That 33% of the eligible customers
or 46,095 customers have chosen to speak with their wallet, by switching from Columbia to a
competitive marketer, clearly demonstrates the value customers believe they are deriving. This is
especially true when one considers that the forces of customer inertia often work against customers
exercising a choice and the program has been in effect for barely three years.

With respect to Columbia’s claim as to stranded costs, insufficient data has been presented
to substantiate its estimates. Moreover, stranded costs should not be recovered by Columbia unless
Columbia can demonstrate that they are the net, verifiable, prudently incurred, reasonable and fully
mitigated costs. In recovering these stranded costs, Columbia should not be allowed to earn in
excess of its earnings/sharing cap. Once these costs are properly verified, then Columbia should be
allowed to recover them in a competitively neutral manner such as through a non-bypassable

surcharge.




Columbia’s claim that due to the nature of its storage contracts the preferred time to
terminate the program is March, 2004, is without merit. This is especially true, given that the
original October, 2004 termination date corresponds to the termination date of most of its long-term
contracts.

As to Columbia’s request to initiate steps leading to termination of the program, they should
not be adopted. No public purpose is served by limiting participation as proposed by Columbia.

V. CONCLUSION

Given the issues in controversy, Columbia’s petition should not be granted. In it its
deliberations on this matter, the Commission will be aided by having before it, the marketers’
viewpoint and VESI is one of those marketers.

WHEREFORE, VESI respectfully requests that the Commission grant its full intervention

in this proceeding.

Respectfully submitted,
Mary R. Harv1lfe

Reed Weitkamp Schell & Vice PLLC
500 West Jefferson Street, Suite 2400
Louisville, KY 40202

Tel: 502/589-1000

Fax: 502/562-2200

E-mail: mharville@rwsvlaw.com

Local Counsel for Volunteer Energy Services, Inc.

Janine L. Migden

Hahn Loeser & Parks, LLP
1050 Fifth Third Center

21 East State Street
Columbus, OH 43215

Tel: 614/233-5120

Fax: 614/233-5121

E-Mail: jlmigden@hahnlaw.com
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CERTIFICATE OF SERVICE
I hereby certify that copies of the foregoing Motion for Leave for Full
Intervention/Comments on Behalf of Volunteer Energy Services, Inc. were mailed, postage prepaid,
to the persons shown on the attached service list on the 24™ day of July, 2003.

Counsel for Volunteer Energy Services, Inc.




John W. Bentine

Chester Willcox & Saxbe LLP
65 East State Street, Suite 1000
Columbus, OH 43215-4213

Bobby Singh

Chester Willcox & Saxbe LLP
65 East State Street, Suite 1000
Columbus, OH 43215-4213

David F. Boehm

Boehm, Kurtz & Lowry

36 East Seventh Street, Suite 2110
Cincinnati, OH 45202

Douglas M. Brooks

Senior Counsel Specialist, Reg.
Louisville Gas and Electric Company
220 W. Main Street

P.O. Box 32010

Louisville, KY 40232-2010

Jack E. Burch

Executive Director
Community Action Council
892 Georgetown Street
P.O. Box 11610

Lexington, KY 40576

Ann Louise Cheuvront
Assistant Attorney General
1024 Capital Center Drive
Frankfort, KY 40601-8204

Joe F. Childers
201 West Short Street, Suite 310
Lexington, KY 40507

Service List

James R. Cox
209 Breckinridge Lane
Louisville, KY 40207

John M. Dosker

Stand Energy Corporation
1077 Celestial Street
Building 3, Suite 110
Cincinnati, OH 45202-1629

Edward W. Gardner
Director of Litigation
Lexington-Fayette Urban
County Government
Department of Law

200 East Main Street
Lexington, KY 40507

Richard M. Minch

Manager, Regulatory Services
Columbia Gas of Kentucky, Inc.
2001 Mercer Road

P.O. Box 14241

Lexington, KY 40512-4241

Stephen B. Seiple

Columbia Gas of Kentucky, Inc.
2001 Mercer Road

P.O. Box 14241

Lexington, KY 40512-4241

Richard S. Taylor
225 Capital Avenue
Frankfort, KY 40601
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TO CONTINUE ITS GAS COST INCENTIVE
MECHANISMS, AND TO CONTINUE ITS
CUSTOMER ASSISTANCE PROGRAM.

)
)

VOLUME GAS TRANSPORTATION SERVICE ) CASENO.
) 1999-00165
)
)

MOTION FOR ADMISSION PRO HAC VICE
OF MS. JANINE L. MIGDEN
AND MEMORANDUM IN SUPPORT

Now comes Mary R. Harville, an attorney licensed to practice law in the State of Kentucky,
and hereby respectfully moves the Commission to admit Ms. Janine Migden of the firm of Hahn
Loeser & Parks, LLP to practice before the Commission and appear on behalf of the intervenor,
Volunteer Energy Services, Inc. in the above-captioned case. The basis for this Motion is more fully
set forth in the attached Memorandum in Support.

Respectfully submitted,

ST BWLR D,

Mary R. Harville™

Reed Weitkamp Schell & Vice PLLC
500 West Jefferson Street, Suite 2400
Louisville, KY 40202

Tel: 502/589-1000

Fax: 502/562-2200

E-mail: mharville@rwsvlaw.com

Local Counsel for Volunteer Energy Services, Inc.
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Janine L. Migden

Hahn Loeser & Parks, LLP

1050 Fifth Third Center

21 East State Street

Columbus, OH 43215

Tel: 614/223-5120

Fax: 614/233-5121

E-Mail: jlmigden@hahnlaw.com

Counsel for Volunteer Energy Services, Inc.
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COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

IN THE MATTER OF:
THE TARIFF FILING OF COLUMBIA GAS OF )
KENTUCKY, INC. TO IMPLEMENT A SMALL )
VOLUME GAS TRANSPORTATION SERVICE ) CASE NO.
TO CONTINUE ITS GAS COST INCENTIVE ) 1999-00165
MECHANISMS, AND TO CONTINUE ITS )
CUSTOMER ASSISTANCE PROGRAM. )

MEMORANDUM IN SUPPORT

Mary R. Harville, an attorney licensed to practice law in the State of Kentucky, hereby
respectfully moves the Commission to permit Ms. Janine L. Migden to appear and practice before
the Commission as counsel for the Intervenor, Volunteer Energy Services, Inc. (“VESI”) in the
above-captioned proceeding. Ms. Migden is a partner in the law firm of Hahn Loeser & Parks, LLP
and has also represented VESI and other competitive retail natural gas suppliers before other
regulatory agencies for similar matters.

Ms. Migden’s business address is 1050 Fifth-Third Center, 21 East State Street, Columbus,
OH 43215. She is a member in good standing of the Bar of the state of Ohio (Bar Number
0002310).

Ms. Migden will continue to represent VESI in this proceeding until its final determination,
unless permitted to withdraw sooner by order of the Commission or a court of competent
jurisdiction. Further, Ms. Migden agrees that she shall be subject to the orders and amenable to the

disciplinary action and jurisdiction of this Commission and the Kentucky State Bar in all respects.




WHEREFORE, Mary R. Harville respectfully moves the Commission to grant this Motion

for Admission Pro Hac Vice.

Respectfully submitted,

S oy Lo

Mary R. Harville”

Reed Weitkamp Schell & Vice PLLC
500 West Jefferson Street, Suite 2400
Louisville, KY 40202

Tel: 502/589-1000

Fax: 502/562-2200

E-mail: mharville@rwsvlaw.com

Local Counsel for Volunteer Energy Services, Inc.
CERTIFICATE OF SERVICE
I hereby certify that copies of the foregoing Motion for Admission Pro Hac Vice of Ms.
Janine Migden and Memorandum In Support were mailed, postage prepaid to the persons shown on
the attached service list on the 24™ day of July, 2003.
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Counsel for Voluiiteer Energy Services, Inc.




John W. Bentine

Chester Willcox & Saxbe LLP
65 East State Street, Suite 1000
Columbus, OH 43215-4213

Bobby Singh

Chester Willcox & Saxbe LLP
65 East State Street, Suite 1000
Columbus, OH 43215-4213

David F. Boehm

Boehm, Kurtz & Lowry

36 East Seventh Street, Suite 2110
Cincinnati, OH 45202

Douglas M. Brooks

Senior Counsel Specialist, Reg.
Louisville Gas and Electric Company
220 W. Main Street

P.O. Box 32010

Louisville, KY 40232-2010

Jack E. Burch

Executive Director
Community Action Council
892 Georgetown Street
P.O. Box 11610

Lexington, KY 40576

Ann Louise Cheuvront
Assistant Attorney General
1024 Capital Center Drive
Frankfort, KY 40601-8204

Joe F. Childers
201 West Short Street, Suite 310
Lexington, KY 40507
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James R. Cox
209 Breckinridge Lane
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John M. Dosker
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THE TARIFF FILING OF COLUMBIA GAS OF
KENTUCKY, INC. TO IMPLEMENT A SMALL
VOLUME GAS TRANSPORTATION SERVICE,
TO CONTINUE ITS GAS COST INCENTIVE
MECHANISMS, AND TO CONTINUE ITS
CUSTOMER ASSISTANCE PROGRAM

CASE NO.
1999-00165

N N N N N N

COMMENTS AND TESTIMONY OF
SCOTT WHITE, PRESIDENT,
INTERSTATE GAS SUPPLY, INC.

PLEASE STATE YOUR NAME, ADDRESS, AND POSITION WITH INTERSTATE
GAS SUPPLY, INC.

My name is Scott White. My business address is 5020 Bradenton Avenue, Dublin, Ohio
43017. I am the President of Interstate Gas Supply, Inc. (“IGS”). My responsibilities as
President of IGS include supply and risk management, financing, and regulatory

oversight.

PLEASE SUMMARIZE YOUR BACKGROUND AND EXPERIENCE.

My career has been in the natural gas industry. I graduated from Ohio University in 1988
with a degree in finance and marketing. I serve on the Board of Directors of IGS,
Kingston Oil and Gas, a natural gas production company of which IGS owns a 45%
share, and Gatherco Inc., a gas gathering company of which IGS owns a 19% share. I am

a member of the Ohio Gas Association and Ohio Oil & Gas Association, and through
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these organizations, I am involved in and participate in the formation of natural gas
policy. Marvin White and I started IGS in 1989, with just 18 commercial customers.
IGS has since grown from a three-person company with just under $1 million in sales in
1990, to a company with projected sales of over $500 million and serving over 500,000
customers in Ohio, Pennsylvania, Kentucky, and Michigan. IGS is unique in that it is
privately held, has no long-term debt, and relies on traditional bank financing. I attribute
IGS’s success to our focus on customer service and an understanding of the gas industry

that enables reliability and savings for end-users.

HAVE YOU TESTIFIED PREVIOUSLY BEFORE ANY STATE PUBLIC SERVICE
COMMISSION; AND IF SO, BRIEFLY DESCRIBE THE SﬁBJECT OF YOUR
TESTIMONY.

Yes, I have testified before the Public Utilities Commission of Ohio (“PUCQO”) regarding
the implementation of Sub. H. B. No. 9 ("H. B. 9") and the formation of the PUCO’s
H. B. 9 Rules that generally apply to suppliers, governmental aggregators, and utilities.

H. B. 9 and the H. B. 9 Rules directly impact residential natural gas programs in Ohio.

HAVE YOU TESTIFIED BEFORE ANY LEGISLATIVE BODY; AND IF SO,
BRIEFLY DESCRIBE THE SUBJECT OF YOUR TESTIMONY.

Yes, I was one of only two suppliers to testify before the Ohio House Energy Committee
in January 2001, during the enactment of H. B. 9. In addition, I was invited to give

testimony and opinions to the Ohio House of Representative’s Select Committee on
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Ohio’s Energy Policy concerning issues affecting energy markets and to provide input on

the direction of Ohio’s energy policy.

PLEASE PROVIDE SOME BACKGROUND ABOUT IGS AND IGS’S EXPERIENCE
WITH NATURAL GAS TRANSPORTATION AND SUPPLY.

IGS was founded in 1989 by natural gas industry expert and deregulation pioneer Marvin
White and myself, to develop and wholesale Ohio-produced natural gas to interstate gas
marketers and brokers. Marvin White, a former President and CEO of Columbia Gas of
Ohio, Inc. (“COH”) is a well-known expert in the natural gas industry, having worked for
over forty years at COH. He instituted the first "Self Help" natural gas program in the
United States (gas transportation for non-residentials), working hand-in-hand with the
PUCO. The program enabled COH to act solely as the transporter of gas, enabling local
gas producers to sell their product directly to industrial customers. This Self Help

program was the precursor to today’s deregulated natural gas industry.

In 1992, the company shifted its focus to include retailing natural gas directly to the end-
user market. Today, IGS is one of the leading suppliers of natural gas in the states of
Kentucky and Ohio, supplying over a thousand of the largest natural gas consumers in the
states, including industrial, institutional, and large commercial end-users. With the
introduction of natural gas restructuring and the availability of supplier choices to
residential customers, IGS now supplies more than 500,000 homes and small businesses
in many states, including in Kentucky, Michigan, Pennsylvania and Ohio, with their

natural gas commodity, in the aggregate saving consumers millions of dollars annually.
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WHO ARE SOME OF IGS’S REPRESENTATIVE CUSTOMERS?

IGS proudly serves thousands of end-users, including, The State of Kentucky, The City
of Ashland, Kentucky, Kentucky State University, The Cleveland Clinic, Ohio
University, The Ohio Hospital Association, Allied Signal Automotive, General Mills,
Bob Evans Stores, Velvet Ice Cream, Scotts Lawn and Garden, and Wal-Mart Stores to
name a few, and over 500,000 residential and small commercial consumers in various

choice programs in various states.

GENERALLY SPEAKING, WHAT ARE CHOICE PROGRAMS?

Residential and small commercial transportation programs, such as the Columbia Gas of
Kentucky Inc. ("CKY" or "Columbia") small volume transportation program, which was
approved by the Commission as a pilot program by orders issued January 27, 2000,
March 6, 2000, and May 19, 2000, in Case No. 1999-00165, are commonly called
“choice” programs (the CKY Program, "Choice Program"). As background information,
under deregulation there are four major natural gas industry participants: producers,
transmission companies, local distribution companies ("LDC"), and suppliers. Producers
are natural gas production companies that explore and develop natural gas reserves.
Transmission companies transport the gas from the production and storage fields to
various delivery points across the United States through a network of high-volume and
high-pressure pipelines. LDCs own and operate pipeline systems that are connected to
transmission pipelines, to take delivery of gas from transmission pipelines for redelivery
to end-users, which include residential, commercial, and industrial consumers. Suppliers

act as intermediaries between gas buyers and end-users, and all the other above-
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mentioned segments of the industry. Suppliers are also referred to as gas marketers or
gas brokers. Suppliers coordinate the sale and delivery of natural gas from the wellhead
to end-users' facilities, including the ancillary delivery services, such as the nominating
and scheduling on the transmission and distribution networks, necessary to deliver gas to

the end-user.

On LDCs that permit or have been required to allow competitive shopping, consumers
can commonly purchase their natural gas commodity either as tariff customers (the non-
competitive alternative) or as gas transportation customers (the competitive shopping
alternative). This competitive shopping transportation alternative for residential and
small commercial customers is frequently referred to as “choice” instead of gas
transportation. Choice and other transportation consumers can continue to purchase their
natural gas from the LDC, which is generally referred to as purchasing "tariff" gas or,
“GCR” service. Alternatively, consumers can choose to shop for the natural gas
commodity and transmission capacity along with related services in the competitive
market. Under either alternative, only the charges associated with the commodity and the
transmission and associated charges are subject to competition. The charges for
distribution and associated ancillary components are regulated and are not subject to
competitive procurement. Whether the end-user purchases the gas commodity from the
LDC or another supplier, the LDC will continue to perform the standard LDC functions,
such as read meters, respond to emergencies, and maintain the LDC-owned distribution

pipeline systems.
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Choice and transportation programs are a reliable, competitive alternative to GCR
service. Consumers seeking to reliably save money opt to purchase their natural gas

supplies through transportation or choice programs.

HAS IGS BEEN INVOLVED IN THE FORMATION OF CHOICE PROGRAMS OR

AFFECTING NATURAL GAS POLICY IN GENERAL?

Yes, IGS has been involved in the formation of choice programs and in affecting natural
gas policy. I, on behalf of IGS, was involved in the formation of the Vectren Energy
Delivery of Ohio (“VEDO”) choice program. In fact, the Staff of the PUCO directed
VEDO to request my involvement in the VEDO choice program settlement negotiations
to present a voice for suppliers. The Staff of the PUCO wanted my involvement to form
a choice program that would attract supplier participation and encourage customer
switching. The VEDO choice program was approved by the PUCO by a Finding and
Order, issued on August 22, 2002, Case No. 02-1566-GA-ATA that approved a stipulated
settlement between VEDO and interested stakeholder parties consisting of suppliers,
governmental aggregators, and consumer advocates, similar to this Commission's
approval of the stakeholder supported CKY Choice Program. VEDO has opened their

system to choice, and enrollments are rising.

I was also involved in the effectuation of Ohio legislation, referred to as H. B. 9, that
provided a means to petition the PUCO to open an LDC's system to choice, allowed for

governmental aggregation, and gave authority to the PUCO to oversee choice suppliers. 1
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was involved in the PUCO’s formation and effectuation of its H. B. 9 Rules that
generally apply to choice suppliers, governmental aggregators, and LDCs. I am also
involved in the COH "collaborative," a collection of interested parties that interact with
COH to resolve COH’s system management and policy issues, including the operation of

the COH choice program.

WHAT IS 1GS’S PARTICIPATION IN CHOICE PROGRAMS?

IGS is the largest supplier in the CKY Choice Program. Currently, IGS serves
approximately 39,000 CKY Choice Program customers. IGS is one of the largest
participants on COH’s choice program, serving over 150,000 customers. IGS has a small
involvement in the Columbia Gas of Pennsylvania (“CPA”) choice program. CKY, CPA,
and COH are all Nisource, Inc. (“Nisource”) companies, and notably, the COH and CPA
choice programs predated and served as models for the CKY Choice Program. IGS also
serves a substantial number of customers through the Dominion East Ohio (“Dominion”) °
choice program, the Michigan Consolidated Gas Co. (“MichCon”) choice program and

the Cincinnati Gas & Electric (“CG&E”) choice program.

HAS IGS MADE ANY FILINGS IN THIS PROCEEDING AND WHAT WAS YOUR
INVOLVEMENT WITH THESE FILINGS?

Yes, IGS has made numerous filings in this proceeding, including: the Petition to
Continue and Make Permanent the Choice Program of Columbia Gas of Kentucky, Inc.

filed by Interstate Gas Supply ("IGS's Petition"), filed on June 12, 2003, attached hereto
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as Exhibit A, the Letter from IGS Explaining the Lack of Reference to Columbia’s
Petition, filed July 8, 2003, attached hereto as Exhibit B, and IGS's First Set of Discovery
to Columbia Gas of Kentucky, Inc. ("IGS's Discovery to CKY"), filed July 11, 2003,
attached hereto as Exhibit C. I assisted with the preparation of each of these filings and
prepared portions of these filings. I reviewed and verified each of these filings for

content and accuracy.

ARE EXHIBITS A, B, AND C TRUE AND ACCURATE COPIES OF THE FILINGS?

Yes, Exhibits A, B, and C are true and accurate copies of the filings.
IGS MOVES TO INTRODUCE EXHIBITS A, B, AND C.

DID IGS REFER TO CKY’S REQUEST TO TERMINATE ITS CHOICE PROGRAM
IN IGS’S FILINGS IN THIS PROCEEDING?

Yes, CKY filed its Motion of Columbia Gas of Kentucky, Inc. Requesting Authority to
Terminate its Small Volume Transportation Service on June 6, 2003 ("CKY's Motion"),
Exhibit D hereto. IGS referred to CKY's Motion only in preparing IGS's Discovery to
CKY. For the reasons set forth in IGS's July 8, 2003 letter to the Commission, IGS did

not refer to CKY's Motions for IGS's filings prior to IGS's Discovery to CKY.

IS EXHIBIT D A TRUE AND ACCURATE COPY OF THE FILING?

Yes, Exhibit D is a true and accurate copy of the filing.
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IGS MOVES TO INTRODUCE EXHIBIT D.

DID IGS REFER TO CKY'S ANNUAL REPORTS IN ITS FILINGS IN THIS
PROCEEDING?
Yes, IGS referred to all three CKY Choice Program Annual Reports in its filings in this

proceeding, which are attached hereto as Exhibits E, F, and G.

ARE EXHIBITS E, F, AND G TRUE AND ACCURATE COPIES OF THE FILINGS?

Yes, Exhibits E, F, and G are true and accurate copies of the filings.
IGS MOVES TO INTRODUCE EXHIBITS E, F, AND G.

DOES IGS WANT TO GROW AS A CHOICE PROGRAM SUPPLIER?

Yes, IGS wants to grow as a choice supplier. IGS believes that restructuring and opening
access can provide reliable competitive alternatives and savings to residential and small
commercial consumers, over the LDC standard offer GCR service. For example, across
rate products, IGS’s choice consumers participating in CKY Choice Program have
captured significant savings. But perhaps more importantly, a robust competitive market,
such as choice, allows end-users to have more control over shopping for their natural gas
needs. For example, consumers can select a fixed price product or a percentage savings
off the GCR product, or can simply choose not to shop and stay with the GCR service
product. Many consumers, such as small commercial end-users, select the fixed price

product for a term, because it shields them from the price swings associated with GCR




10

11

12

13

14

15

16

17

18

19

20

21

22

23

service and allows for certainty in budgeting. The fixed price option brings value to
customers, even if the comparable rates end up being higher sometimes. Supplying
choice consumers can also be profitable for IGS. Therefore, IGS desires to grow on
choice programs of LDCs whose programs appear to offer reliability and operational
flexibility. As an indication of IGS’s commitment to serving choice programs, IGS has
made substantial investments both in software and in developing a customer service
department to assist IGS’s choice customers. In fact, CKY inspected IGS’s facilities on
February 21, 2002, and commended IGS’s competency in communicating, educating, and

responding to the CKY Choice Program customers served by IGS.

WHAT ARE THE SIX GOALS OF THE CKY CHOICE PROGRAM?

As set forth in the Commission's January 27, 2000, Order, in Case No. 1999-00165 at pg.
3, the goals of the CKY Choice Program are as follows:

1. The program must provide an "opportunity” for customers to save money on their gas
bills.

2. The program should provide marketers with as much flexibility as possible to provide
customers savings by allowing marketers to serve customers using their own interstate
pipeline capacity.

3. The program should be revenue neutral for Columbia and allow Columbia to recover
its stranded costs and incremental program expenses.

4. The recovery of stranded costs must be as transparent to the customer as possible to
permit the customer to make a clear and understandable choice between the marketer's

offer and Columbia's sales rate.

10
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5. Customers who choose to continue to purchase their gas supply using Columbia's
traditional sales service should not incur any additional charges because of the
implementation of the Customer Choice Program.

6. Customer education is critical to the success of the program and customers must have
an opportunity to learn about the program for a period of time before they begin to

receive offers from marketers.

DOES IGS BELIEVE THAT THE CKY CHOICE PROGRAM HAS ACHIEVED ALL
SIX GOALS?

Yes, IGS believes that the CKY Choice Program has achieved all six goals.

WHY DOES IGS BELIEVE THAT THE CKY CHOICE PROGRAM HAS ACHEIVED
ITS GOAL OF PROVIDING CONSUMERS WITH THE "OPPORTUNITY" TO SAVE
MONEY?

IGS believes that the CKY Choice Program has not only achieved its goal of providing
customers with the "opportunity" to save money, but the program has actually saved
customers money. Contrary to Columbia’s suggestion, there have been significant
savings to consumers. These savings have been achieved even though the Commission
designed the Choice Program so that marketers compete against Columbia’s actual gas
costs, as reduced by capacity release revenues, rather than maintaining sales customers’
demand costs at a historic level to make marketers’ gas cost more attractive. Through

May 2003, IGS estimates that it has provided its customers with savings of approximately

11
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$3.1 million, while satisfying IGS’s supply obligations to Columbia and contractual

commitments to IGS’s enrolled customers.

GENERALLY, IS THE VALUE OF THE CHOICE PROGRAM AND THE
"OPPORTUNITY" TO SAVE LIMITED SOLELY TO ACTUAL SAVINGS?

No, it is IGS's experience that savings are not the only factors important to Choice
Program consumers. Choice consumers can ensure savings compared to the GCR by
selecting a percentage savings off the GCR rate product. However, many do not, and
instead select a fixed price rate product, because just as important as savings to many
consumers is the ability of Choice Program suppliers’ to provide them with the certainty
of fixed prices to shield them from the volatility of Columbia’s variable price. Much like
the homeowner who enters into a fixed-rate mortgage for a longer term, even if the
interest rate is higher than the short-term variable rate, and locks in that rate to have price
certainty over a longer term, the choice program consumer that chooses a fixed priced
rate shields itself from the variable short-term GCR rate of CKY. Moreover, by fixing
their rate relative to Columbia’s variable commodity costs, consumers capture their
“opportunity” to save as compared to the volatility of Columbia’s rising and falling
variable commodity costs. For example, while CKY's summer commodity price may be
lower than a supplier's fixed price, the supplier's fixed price is likely to be lower than
CKY's winter commodity price, when consumer consumption is at its peak. Therefore,
IGS believes that guaranteed savings to consumers is not the only important aspect of the

Choice Program.

12
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HAS THE CHOICE PROGRAM MET ITS GOAL OF PROVIDING MARKETERS
WITH AS MUCH FLEXIBILITY AS POSSIBLE TO CAPTURE SAVINGS FOR
CONSUMERS BY ALLOWING MARKETERS TO USE THEIR OWN INTERSTATE
PIPELINE CAPACITY?

Yes, in the context of operating under "Phase I" and the subsequent stipulation and
settlement, the Choice Program has met its goal of providing marketers with as much
flexibility as possible to capture savings for consumers by allowing marketers to use their
own interstate pipeline capacity. In its application in Case No. 2002-00117, on pg. 3,
Columbia “propose[d] that capacity assignment would become mandatory for all Choice
customer demand,” which would have violated the capacity flexibility goal of the Choice
Program. (Emphasis added.) However, in Case No. 2002-00017, the Commission
subsequently approved IGS’s and Columbia’s stipulation that established a methodology
that assures capacity flexibility for marketers under "Phase I", in satisfaction of another

program goal, as indicated in Columbia’s third Choice Program annual report.

HAS THE CHOICE PROGRAM MET ITS GOAL OF THE CHOICE PROGRAM
BEING REVENUE NEUTRAL TO CKY?

Yes, the Choice Program has met its goal of assuring revenue neutrality to CKY. To keep
Columbia revenue-neutral with regards to the Choice Program, the Commission’s March
6, 2000, Order in Case No. 1999-00165 clarified that Columbia may recover all prudent
program costs that could not be mitigated. Further, in the Commission’s May 19, 2000,
Order in Case No. 1999-00165, as an incentive for Columbia to administer the Choice

Program, the Commission approved, generally, Columbia’s proposal to receive twenty-

13
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five percent (25%) of the off-system sales revenues associated with the stranded cost
mitigation mechanism in exchange for absorbing any excess costs remaining in the
stranded cost pool. Inasmuch as the Commission has permitted Columbia to recover all
prudently incurred program costs and, in the context of the Columbia proposed incentive-
sharing proposal, the Choice Program has been revenue-neutral to Columbia, which

meets another program goal.

IN RETANING THE CHOICE PROGRAM, SHOULD CKY'S REVENUE

NEUTRALITY NEEDS BE SATISFIED?

Yes, in retaining the Choice Program, CKY's revenue neutrality needs should be
satisfied. However, in CKY's case, any deficiency in revenue neutrality to CKY or over-
funding of stranded costs is due to the Columbia proposed off-system-sales revenue
sharing scheme. The Commission should note that other solutions to assuring revenue
neutrality exist, including as an example only, the one proposed by The National Energy
Marketers Association ("NEM") in its Request to Intervene, quoted below:

With respect to stranded costs, NEM submits that revenues lost due to
migration should be calculated and netted against benefits after actual
migration has occurred. NEM submits that once the Commission
determines that a reasonable migration level has occurred, then a
calculation of the difference between the revenues that the utility would
have received using fully embedded cost-based rates and the revenues
actually received by the utility due to lost sales of specific services from
the menu of competitive products, services, information and technology
that each customer actually elects to purchase from a competitive supplier
should be compared to determine the maximum amount of potentially
"qualifying revenue losses" that must be netted against benefits and
thereafter may be arguably recoverable, subject to the following
qualifications:

1. The utility must show that the costs are material.

14
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2. The utility must demonstrate that they have productively
managed and reasonably mitigated costs in the subject
areas.

3. The utility must not be earning in excess of their
earnings/sharing cap, and

4. The . utility must identify specifically which costs or

revenue losses are a result of (a) the utility being required
to provide Provider of Last Resort services and/or (b) the
utility’s need to provide fully bundled services to customers
that do not migrate, and

5. The utility must quantify the net benefits associated with
the costs saved by not serving migrating load.

After the qualifying revenue losses have been calculated in this fashion,
Columbia should file with the Commission a proposal to recover these
costs, if any, in the form of a competitively neutral charge spread properly
over all users of its distribution system.

Leave for Full Intervention of the National Energy Marketers Association at pgs. 4-5.

In considering the continuation of the Choice Program, the Commission may desire to
consider other mechanisms for mitigating and recovering stranded costs, as alternatives to

the existing CKY proposed revenue sharing mechanism.

DOES IGS AGREE WITH CKY'S ASSERTION THAT IT WOULD INCUR
SUBSTANTIAL STRANDED COSTS IF THE PROGRAM WERE PERMITTED TO
CONTINUE BEYOND MARCH 31, 2004, AND THEREBY VIOLATE THE
REVENUE NEUTRALITY PRINCIPLE EMBODIED IN THE ORDER

ESTABLISHING THE PROGRAM?

15
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No. IGS does not agree with CKY's assertion that CKY would incur substantial stranded
costs if the program were permitted to continue beyond March 31, 2004, and thereby

violate the revenue neutrality principle embodied in the order establishing the program.

WHY NOT?

Columbia asserts that it would incur substantial stranded costs if the program were
permitted to continue beyond March 31, 2004, and thereby violate the revenue neutrality
principle embodied in the order establishing the program. However, Columbia notes that
stranded costs are currently over-funded by $1.67 million. Columbia also projects that
for the period of May 2003 through March 2004 it will accrue further stranded cost over-
funding in the amount of $542,403. As a result, Columbia projects total stranded cost
over-funding of $2,215,219 by March 2004. Thus, while asserting the potential absence
of revenue neutrality, Columbia has failed to provide any evidence that it will in fact
incur these potential "substantial” stranded costs, instead of the continued net benefit to

Columbia due to the sharing of revenues from the over-funded stranded cost recovery.

HAS THE CHOICE PROGRAM ACCOMPLISHED ITS GOAL THAT RECOVERY
OF STRANDED COSTS MUST BE AS TRANSPARENT TO THE CUSTOMER AS
POSSIBLE TO PERMIT THE CUSTOMER TO MAKE A CLEAR AND
UNDERSTANDABLE CHOICE BETWEEN THE MARKETER’S OFFER AND

COLUMBIA'’S SALES RATE?

16
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Yes, IGS believes that the Choice Program has accomplished its goal that recovery of
stranded costs be as transparent to the customer as possible to permit the customer to
make a clear and understandable choice between the marketer's offer and Columbia's
sales rate. Indeed, Columbia’s second Choice Program annual report, on pg. 4,
acknowledges the accomplishment of the program’s goal that the recovery of stranded
costs must be as transparent to the customer as possible to permit the customer to make a
clear and undefstandable choice between the marketer’s offer and Columbia’s sales rate.
Further, Columbia’s third Choice Program annual report does not take issue with the

prior report.

HAS THE CHOICE PROGRAM ACCOMPLISHED ITS GOAL THAT CUSTOMERS
WHO CHOOSE TO CONTINUE TO PURCHASE THEIR GAS SUPPLY USING
COLUMBIA'S TRADITIONAL SALES SERVICE SHOULD NOT INCUR ANY
ADDITIONAL CHARGES BECAUSE OF THE IMPLEMENTATION OF THE
CHOICE PROGRAM?

Yes, IGS believes that the Choice Program has accomplished its goal that customers who
choose to continue to purchase their gas supply using Columbia's traditional sales service
should not incur any additional charges because of the implementation of the Choice
Program. Again, Columbia’s second Choice Program annual report, on pg. 4,
acknowledges the accomplishment of the program goal, namely that customers who
choose to continue to purchase their gas supply using Columbia’s traditional sales service

should not incur any additional charges because of the implementation of the Choice
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Program. Further, Columbia’s third Choice Program annual report does not take issue

with the prior report.

HAS THE CUSTOMER EDUCATION GOAL OF THE CHOICE PROGRAM BEEN
MET?

In the January 27, 2000, Order in Case No. 1999-00165, approving the Choice Program,
the Commission indicated, “Columbia’s goal regarding customer education is of
paramount concern to the Commission . . . [and] its importance to the ultimate success of
the Customer Choice program cannot be understated.” IGS agrees with the Commission
that customer education is a critical goal. The Choice Program has achieved its customer

education goal.

Consumers are well aware of the Choice Program, and there is a strong customer demand
for its various benefits. For example, as of May 2002, Columbia’s second Choice
Program annual report indicates that 50,834 customers, representing 36% of eligible
customers, had enrolled. As of May 2003, Columbia’s third Choice Program annual
report indicates that 46,095 customers or 33% of eligible customers had enrolled.
Evidencing the satisfaction of this key program goal, Columbia’s second Choice Program
annual report, on pg. 12, acknowledges that “[r]esearch conducted in late 2000 indicated
strong awareness of the Customer Choice among Columbia Gas of Kentucky customers.
As a result, the focus of the company’s customer education efforts during 2001 shifted to
keeping customers informed of specific e