
COMMONWEALTH OF KENTUCKY - 
BEFORE THE PUBLIC SERVICE COMMISSION 

P ~ L I ~ ~ ~ ~ ~ , ~ ~  
Go''~~~/oN 

In the Matter of: 

THE APPLICATION OF 
COLUMBIA GAS OF KENTUCKY, INC. 
FOR AUTHORITY TO ALLOCATE ) Case No. 2005-346 
THE PROCEEDS OF ITS STRANDED COST1 ) 
RECOVERY POOL ) 

COMMENTS OF CAC 

COMMENTS OF COMMUNITY ACTION COUNCIL, FOR LEXINGTON-FAYETTE, 
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Coin~llunity Action Council was established in 1965 as a not-for-profit com~nunity action agency 
of the Coinlnonwealth of Kentucky. The Council's goverrlarlce is assured by a Board of 
Directors representing low-income, public and private sectors of the community. Its mission is 
to combat povesty. 

There are 243 e~nployees operating and adini~listering the Council's main programs and services 
including: 

energy assistance and conservation progsalns 
self-sufficiency 
child developinent 
ho~neless programs 
volunteer progsarns 
youth develop~ner~t 
transportation services 
clothing banks 
housing 
elnergeilcy assistance 
cor~lmunity outreach and referrals. 

Although the Council's core service territory i~lcludes L,exington-Fayette, Bourbon, Hawison and 
Nicholas counties, the Council also psovides services in other counties and statewide. For 
exainple, the Council staffs the WinterCare Energy Fund providing services across most of the 
state; child developlnent services extend into Scott County; the Retired and Senior Volunteer 



Program extends into Jessamine County. The Colu~nbia Gas Energy Assistance Progsam (EAP) 
and the ICentucky Utilities Hotne Energy Assistance Prograin (HEA) provide assistance to a 
large poition of I<entucky in partnership wit11 the 22 co~ninurlity action agencies in those service 
terri tories. 

The Council is uniquely positioned to serve low-income populations with energy related 
problelns as staff has extensive contact with and knowledge of this population. Additionally, 
Council staff is able to help participants access other Council assistance progralns as well as 
other comtnunity resources to address the inultiple obstacles and barriers that most low-incoilze 
households face. This comprehensive approach provides greater stability and self-sufficiency to 
these I~ouseholds, supporting a family's ability to afford necessities such as utility service. 

Community Action Council suppot-ts the Columbia Gas Weatherization Program that is proposed 
as an "alternative" in the company's proposal regarding the Gas Stranded CostIReeovery Pool. 

In surn~nary, with the current costs of natural gas soaring, the tools that are available to ensure 
affordability for low-income people need to be varied. Providing expanded and atlclitional 
weatherizatio~z services including the installation of high efficiency fulllaces will f~lrther help 
low-income families obtain one inore resource to make their bills more manageable, reduce shut 
offs, and ensure that resources are used ill the most cost effective and efficient manner. 
Com~nunity Action Council is a low-income advocacy organization. 

The "alternative proposal" for the Stranded CostIRecovery Pool is an excellelzt opportunity for 
the Commission to enact a proactive, high impact, and long-tenn cost saving measure that 
contributes to the greater good of all rate payers through the llloi-e efficient use of energy. 
Helping paylzent troubled households conserve energy has a longer-term pay back tha11 simply a 
one-time rebate to customers. 

Since 1978, the Couizcil has operated a Weatherization Assistance Program designed to help 
low-income individuals and families corlserve energy. Weatl~erizatio~z services include caulking, 
weather-stripping, replace~nent of thresholds and door sweeps, re-glazing windows and replacing 
broken glass, outside wall repair, lnirlor roof repair, attic insulati~~g, repairing and replacing 
skirting arou~zd the foundation, under-floor insulation includiizg wrapping pipes anti insulating 
heat ducts, venting the attic and crawl spaces, and repairing or replacing heating equiprne~~t and 
venting systems. 

111 1983, Community Action Council initiated, with Kentucky Utilities, the establish~nent of the 
Wintercare Energy Fund. The Coullcil has provided adininistrative services, fi~lallcial 
management and inarketing suppoit for the fund since that time. Tlze Council also inanages the 
federal L,IHEAP prograin (L,ow-Income Hoine Energy Assistance Program) serving low-incolne 
citstorrters in Fayette, Bourbon, Harrison and Nicholas counties since its inception. 

The Council curre~~tly adlriinisters a utility fitnded energy subsidy program serving 
approxiinately 850 low-income households in partnersl.iip with Columbia Gas of Kentricky and 
the network of co~nmul~ity action agencies serving the Columbia Gas service ten-itory. 



I11 2004, Kentucky Utilities establislled the Home Energy Assistance Progra~ll (HEA) as a result 
of its rate case at the time serving 1,300 low-income housel~olds througl~out the I<IJ service 
territory with regular subsidies during the primary heating and cooling ~nonths. 

In 2005, the Lexington-Fayette Ilrban County Council established the Council Heating 
Initiative Progra~n, providing assistance for people who do not qualify for federal energy 
assistance. 

Additionally, the Council's Summer Cooling propam provides cooling assistance to elderly ancl 
medically at-risk individuals during the summer months. 

Community Action Council currently adn~inisters the Colulnbia Gas Energy Assistance Program 
(EAP) in partnership with the co~nmunity action agencies throughout Colu~nbia's service 
territory. Colulnbia Gas is also a strong WinterCare partner facilitating and matching donations 
from its customers. 

Based on 2000 Census data, the following chart provides poverty status by county for Columbia 
Gas service counties. It shows an estimated rlu~nber of Columbia Gas low-inco~ne custoiners 
based on the poverty rate by county. Colulnbia Gas customer counts by county were providcd 
by Columbia Gas in 2002. The chart is in descending order fi-0111 n~ost  i~npoverishcd counties to 
least. 
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Census data for 2000 indicate there are approxinlately 22,406 Colunlbia Gas custo~ners in 
povei-ty throughout its service territory. Several of the counties report some of the highest 
poverty rates in Kentucky. Sixteen counties have povei-ty rates higher than 20% that according 
to Census definitions, are extre~nely high. Of note, the figures represented above were provided 
by Columbia Gas in 2002. Since that time, accordirig to the co~l~pany's Web site, the current 
customer cour~t is 145,393. 
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The percent of Colu~nbia Gas custolners who are in poverty, according to these estimates, is at 
least 16% of the total custo111er base of 139,892. 
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The Census Bureau uses income and falllily size as the basis for determining poverty. Poverty 
and need affordability is an econo~nic equation of inco~ne versus basic r~eeds of a family 
depending on the size of a family. Families in poverty, based on the limits of their income, 
cannot meet their basic needs. 
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This year's LIHEAP Subsidy program that ran from Nov. 1,2005 through Dec. 3 1 ,  2005, 
provides a glimpse of the increased need for assistance that will be faced this year in light of the 
recent significant increases of natural gas prices. Conl~nuility Action Couiicil, serving 
Lexington-Fayette, Bourbon, Hall-ison, and Nicl~olas counties has documented a 14% (423 
l~ousel~olds) increase over last year's subsidy program and has paid out an additio~lal $32,820 ill  
federal assistance. This increase happened even before the very cold weather has set in. 

L,IHEAP Crisis began on January 9, 2006 and coritinues to provide se~vices. Conlmunity Action 
Council has docu~nented a 20% (360 households) increase over last year's Crisis p rogan~  
through the saine point in time. The Council has provided over $332,0 12, an increase of 
$135,526 over the same point in time last year, in crisis assistance tl~rough February 27. 
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Last year, the total alnount needed to pay Colulnbia Gas to keep service connected was $96,1 19 
in federal Crisis assistance. If the increase trend continues, this year's need will be much greater. 

This data effectively illustrates the econot~~ic equation for low-incoll~e falrlilies who cannot meet 
basic needs. For a senior citizen on a fixed income, utility service is not only a basic need, it is a 
survival need. This does not include an assess~nent of other basic needs that households require 
like food, shelter, medication, and others. The stress of these dell~ands stretches a fanlily's 
resoul-ces beyond what it can sustain. 

In past years, the Weatherization program has achieved good results in making holncs ~norc 
energy affordable. With the cul-sent energy situation, including an anticipated illcrease in rates 
for natural gas exceeding the current $14.6394 per MCf, it is unlikely that cui-sei~t lneasures will 
be enough. 

The Council recently has begun to review the i~npact that the installation of "high efficiency" 
fulnaces would have on household energy costs. The results are optin~istic but rely on an 
understanding that the initial investnlent would be slightly higher with the return over subsecluent 
years as beneficial to low-income customers and Columbia Gas. 

lising the Energy Star savings model produced by the U.S. Environnlental Protection Services 
and the U.S. Depal-tment of Energy, the Council has estimated area specific figures to 
de~nonstrate pro~ected results of installing "high efficiency" funlaces. 



Life Cycle Cost Estimate for 
1 ENERGY STAR Qualified Gas Furnace(s1 

This energy savlrigs calculator was developed by the U S EPA and iJ S DOE and is provlded for estiniating purposes only Actual energy savings may vary 
based on use and other factors 

Enter vour own  values i n  the arav boxes or use our default values. - .  
Choose your hcrnacc lpclrornihe hop.dow menu 

Number of unlts 

Gas Rate (Sltherml 

Choose yolri uiy iiom nit meml 

-1 
KY-lexlngtoil v 

ENERGY STAR Qualified 
Unit - - Conventional Unit 

Illitla1 Cost per Unit (estimated retail price1 $1,800 

Aniiual Fuel lltilization Etiiciency IAFUE1 

Heating Capacity of Furnace (Btulhrl 75,000 

Yes v Y a  ..- 
" A 

Annual and Life Cycle Costs and Savings for 1 Gas Furnace(s) 

1 ENERGY STAR Qualified Savings with ENERGY 
Unit(s) 1 Conventional Unit(s) STAR - 

Annual Operating Costs' 

E nergy cost $2.072 $2,390 $319 

Maintenance cost $ 0  $0 $0 
Total $2.072 $2.390 $319 

Life Cycle Costs' 

Operating costs (energy and nialnlenance1 $26.225 $30,260 

Energy costs $26,225 $30,260 

Ma~nteiia~ice costs $0 $0 

Purchase prlce for 1 nntt(s1 $3.000 5 1,800 
Total $29,225 $32.060 

Simple payback of initial additioiial cost (years) 3.8 
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c/ra,lge faclots erch,dtng file d,scour~f rate 

A simnple payback penod olzero years means Illat !Ire payback 1s itnrned~ate 

Surnrnarv of Benefits for 1 Gas Furnacek )  

Initial cost dlfierence 

L ~ l e  cycle savlngs 

Ner life cycle saviligs (life cycle savlngs - additional cost) 

Siiiiple payback o l  additional cost (years) 

Life cycle energy saved IMMBtu) 
Life cycle air pollution reduction (Ibs of CO,) 

Air pol l~~t ion reduction equivalence (number of cars removed froin the road for a year1 

Alr pollution reduction equivalence (acres of forest1 

Savings as a perceiit of retail price 

I 

The model suggests that with an initial $3,000 investment to i~lstall a "high efticicncy" alld 
Energy Star rated furnace, the result would be savings for the household of $4,035 over the life 

I MC1' = 10.3 I thel-ms; current Colulnbia Gas sate is tF, 14.6394 per MCf 



of t l~e  appliance. Households would experience savings annually of $3 19. Payback on initial 
investlnent would Imppen in 3.8 years. To be conservative, the basic efficiency of a collventional 
funlace was figured at a 78 efficiency standard. It is Inore likely that many low-income 
l~ousel~olds have heating units operating at a nluch lower efficiency level. 

Coupling t l ~ e  savings through the new f~~maces  with cull-ent weatllerization and assistance 
rneasures will be enough to bridge the gap i n  affordability for the new cost of energy. This new 
safety net would help keep vital energy service running and make it more affordable for the low- 
incotne customer. Measures sucl~ as this help utility companies experience less bad debt wlite 
off and save on the costs associated with disconnects, reconnects, and collections. 

If l~ouseholds were served orily through this proposal, at about $3,000 per '"high energy" furnace, 
the Coullcil projects that it could serve approximately 1 19 households. If all households served 
were also served by the federal Weatherization Program (leveraging $1,800 per household in 
federal funds), the Council projects that the progral~l could serve approximately 299 housel~olds. 
The Council anticipates that the actual prograln will be a combination of these two scenarios 
with housel~olds served falling so~llewhere within the range b' ~lven. 

Such a prograln reduces lrlonthly utility bills to a nlore affordable inontl~ly alnount for eligible 
households. The Council would organize service delivery through its partner community action 
agency agencies and their already functioning weatherization services. Slots would be allocated 
across the entire Colulnbia Gas service territory based on the number of total custorners per 
county. Such an arrangement already exists with t l~e  both the Columbia Gas Energy Assistance 
Program. 

Given that the program could potelltially serve no nlore than 299 ( 1  % of the potential 22,406 
households), the Council believes that a program that reaches a larger target would provide more 
of a long-ten11 solutioll to energy affordability problems. Althougk we are delighted at thc 
cotnpany's proposal and the Attorney Generals endorselllent of the proposal, a 50% allocation of 
the stranded recovery costs would make a greater impact to the lnany low-inconle Columbia Gas 
custolners. 



Number of Program 
Participallts 

I I I I million I 

199 
299 
850 

Increasiilg the program size, and, in turn, increasi~~g the returi~ on initial iilvestlnent will have a 
more positive impact 011 the rate payer over tillle. Because of the compounded savings that will 
result there will be less bad debt write off that often results in increased costs that often ill the 
long-ten11 result in ii~creased rates. 

Estimated Aiinual 
Savings per 
Participant 

Our recolnlnendation is that the Comlnission adopt the "alternative proposal" and increase 
fiilldi~lg to $2.5 million in order to serve 850 households throughout the company's service 
tel-ritory. 

$3 19 
$319 
$319 

-01 W. Short Street 
Suite 3 10 
L,exington, KY. 40507 
(859) 253-9824 

Initial Investlnent 

ATTORNEY FOR COMMIJNlTY 
ACTION COUNCIL, FOR 
LEXINGTON-FAYETTE, BOURBON, 
HARRISON AND NICHOL,AS 
COUNTIES, INC. 

Total Initial 
Investment 
Compared to Life 

$3,000 
$3,000 
$3,000 

CERTIFICATE OF SERVICE 

Cycle Savings 
$359,574:$480,165 
$897,000:$1,206,465 
$2.5 million:$3.4 



I hereby certify that a true copy of the foregoing document has been served on the 
following persons on this the I "  day of March, 2006: 

L,awrence W. Cook, Esq. 
Office of the Attol-ney General 
Utility & Rate Intervention Division 
1024 Capital Center Drive 
Suite 200 
Frankfort, KY 4060 1 

Stephen B. Seiple, Esq. 
Columbia Gas of Kentucky, Inc. 
200 Civic Center Drive 
P.O. Box 1 17 
Columbus, OH 432 16 

Judy M. Cooper 
Director, Regulatory Services 
Columbia Gas of Kentucky, Inc. 
P.O. Box 14241 
Lexington, KY 405 12-424 1 


