


Public Service Commission Data Request Set 2 
Question No. 1 

Columbia Gas of Kentucky Respondent: Kelly Humrichouse 

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

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
ORDER DATED APRIL I O ,  2007 

Question No. 1 

Refer to the Application, Tab 27. The provided schedule is to reflect the 
reconciliation of the rate base and capital used to determine Columbia’s revenue 
requirement. However, the rate base shown on the schedule does not agree with the 
rate base provided in Schedule 5 1  of the Application. Likewise, the capitalization does 
shown in Tab 27 does not agree with the capitalization provided in Schedule J-I of the 
Application. 

a. Explain in detail why the rate base and capital presented in Tab 27 do not 
agree with Schedules B-1 and J-I. 

b. Provide the originally required reconciliation of rate base and capital. The 
reconciliation should begin with the proposed rate base, then list and 
identify all reconciling items, and conclude with the proposed capital. 

Response of Columbia Gas of Kentucky: 

a. The schedule in Tab 27 has been corrected, and now agrees with 
Schedules B-I and J-I. See 2007-00008 PSC Set 2-001 Attachment 1. 

b. See response to item a. 



2007-00008PSC Set 2-001 Attachment1 

COLUMBIA GAS OF KENTUCKYJNC. 
CASE NO. 2007-00008 

HISTORIC TEST PERIOD FILING REQUIREMENTS 
CORRECTED 

LINE RATE BASE FINANCIAL 
NO. DESCRIPTION (SCHED. 5-1) CAPITALIZATION DIFFERENCE STATEMENT 

ASSETS 

1 PROPERTY, PLANT AND EQUIPMENT 
2 
3 LESS: ACCUM. DEPRECIATION 
4 

GAS UTILITY AND OTHER PLANT 

NET PROPERTY, PLANT AND EQUIPMENT 

5 
6 
7 
8 
9 

10 
11 
12 
13 

14 

15 

17 

18 
19 
20 
21 

22 
23 
24 
25 
26 
27 
28 
29 
30 

31 
32 
33 
34 
35 
36 

CURRENT ASSETS 
CASH 
ACCOUNTS RECEIVABLE 
GAS INVENTORY 
OTHER INVENTORIES 
PREPAYMENTS 
REGULATORY ASSETS 
OTHER 

TOTAL CURRENT ASSETS 

INVESTMENT IN SUBSIDIARY 

REGULATORY ASSETS - LONG TERM 

DEFERRED CHARGES &SPECIAL DEPOSITS & FUNDS 

TOTAL ASSETS 

CAPITALIZATION AND LIABILITIES 

CAPITALIZATION 
COMMON STOCK EQUITY 
LONG-TERM DEBT 

TOTAL CAPITALIZATION 

CURRENT LIABILITIES 
ACCOUNTS PAYABLE 
ACCOUNTS PAYABLE TO ASSOC. COMPANIES 
ACCRUED TAXES 
ACCRUED INTEREST 
ESTIMATED RATE REFUNDS 
DEFERRED INCOME TAXES 
OTHER 

TOTAL CURRENT LIABILITIES 

OTHER LIABILITIES AND DEFERRED CREDITS 
INCOME TAXES -NONCURRENT 
INVESTMENT TAX CREDITS 
OTHER REGULATORY LIABILITIES -LONG TERM 
OTHER LIABILITIES AND DEFERRED CREDITS 

TOTAL OTHER LIABILITIES AND DEFERRED CREDITS 

TOTAL CAPITALIZATION AND LIABILITIES 

250.010.565 0 2.636.308 252.646.873 ---.- .,. ~ . . ~  . , ~ ~  ~ 

112,159,509 0 0 112,159,509 
137,851,056 0 2,636,308 140,487,364 

3.473,737 0 (265,038) 3,208,699 
0 0 9,058,442 9,058,442 

47,790,396 0 22,534.448 70,324,644 
0 0 40,065 40,065 

344,194 0 315,178 659,372 
0 0 2,530,524 2,530,524 
0 0 324,139 324,139 

51,608,327 0 34,537,758 86,146,085 

0 0 209,250 209,250 

0 0 1,717,422 1,717,422 

4,281,375 0 (17,353,021) (13,071,646) 

193,740,758 0 21,538,467 215,400,475 

0 79,189,296 6,736,244 85,925,540 
0 72,843,576 (30,788,565) 42,055,011 
0 152,032,872 (24,052,321) 127,980,551 

0 15,397,362 15,397,382 
0 5,652,243 5,652,243 
0 2,835,321 2,835,321 
0 92,209 92,209 
0 33,814 33,814 

22,129,461 0 (20,555,731) 1,573,730 
0 0 34,250,353 34,250,353 

22,129.461 0 37,705,591 59,835,052 

0 
0 
0 

19,537,312 19,537,312 0 
0 963,300 963,300 
0 2.708.049 2,708.049 

163,698 0 4,300,513 4,464.21 1 
163,698 0 27,509,174 27.672,872 

22,293,159 152,032,872 41,162,444 215,488,475 

38 TOTAL 171,447,599 (1 52,032,872) (1 9,623,977) 0 





Public Service Commission Data Request Set 2 
Question No. 2 

Columbia Gas of Kentucky Respondent: Kelly Humrichouse 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
ORDER DATED APRIL I O ,  2007 

PSC CASE NO. 2007-00008 

Question No. 2 

Refer to the Application, Tab 28. 

a. Refer to page 16. Does Columbia sell its customer accounts receivable? If yes, 
provide a complete description of this financing option, including when Columbia 
started the program, all terms and conditions related to the sale of customer 
accounts receivable, and who bears the risk if the sold customer accounts 
receivable becomes uncollectible. In addition, describe how this financing option 
affected Columbia's Kentucky operations during the test year. 

b. For each of the account titles listed below, describe the account and the activity 
recorded in this account. Also indicate whether this account includes activity for 
Columbia's Kentucky operations and the applicable Kentucky operations balance 
for the account as of test-year end. 

Page 14, Other Accounts Receivable - Receivable - Lake 
Choctaw. 
Page 18, Prepayments - Pension Restoration Plan. 
Page 21, Deferred Assets - Longwall Mining Project. 
Page 21, Other Current Regulatory Assets - Super 8 
Motel. 
Page 56, Special Employee Severance Program - 
Delayering - Out Place. 
Page 77, A&G Expenses, SuppIieslExpenses - Volunteer 
Activity. 
Page 84, A&G Expenses, Supplies/Expenses - Name 
Change (Expenses). 
Page 87, A&G Expenses, Supplies/Expenses - STRIVE. 
Page 87, A&G Expenses, Supplies/Expenses - Project 
Phoenix. 
Page 96, A&G Expenses, Outside Services - Education 
2000. 

Response of Columbia Gas of Kentucky: 

a. No. 

b. Please refer to 2007-00008 PSC Set 2-002b Attachment 1 for the requested 
information. 
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Public Service Commission Data Request Set 2 
Question No. 3 

Columbia Gas of Kentucky Respondent: Kelly Humrichouse 

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

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
ORDER DATED APRIL I O ,  2007 

Question No. 3 

Refer to the Application, Tab 31, the Federal Energy Regulatory Commission’s 
(“FERC) Form 2 for 2005. For each of the following items, explain the nature of the 
transaction represented by the entry and explain why this amount has been recorded in 
the particular account. 

a. Page 233, Miscellaneous Deferred Debits, Civic Center Building Lease. 
b. Page 234, Accumulated Deferred Income Taxes, Consolidated Rate Effect 

of Net Operating Loss. 
c. Page 268, Miscellaneous Current and Accrued Liabilities, Accrual for 

Exchange Gas. 
d. Page 268, Miscellaneous Current and Accrued Liabilities, Accrual for 

Customer N R  Credit Balances. 
e. Page 269, Other Deferred Credits, Civic Center Building Lease. 
f. Page 269, Other Deferred Credits, Nicole Energy Reserve. 
g. Page 269, Other Deferred Credits, Lake Carnico Capital Project. 

Response of Columbia Gas of Kentucky: 

a. Civic Center Building Lease recorded in account 186, Miscellaneous Deferred 
Debit represents the deferred asset for the difference between the excess 
levelized lease expense and the cash payment. The offsetting liability is 
recorded in account 253, Other Deferred Credits. 

b. Consolidated Rate Effect of Net Operating Loss, recorded in account 190, 
represents estimated deferred income taxes resulting from filing a consolidated 
Kentucky income tax return. The consolidated return has three major 
companies, including Columbia Gas of Kentucky, that have tax reporting 
requirements in the state. Prior to 2005, it was estimated that the three 
companies combined had more deferred taxes recorded on a separate return 
basis than required on a consolidated basis. As a result of changes in 
apportionment and changes in consolidated book versus tax differences, the 
company no longer has a deferred tax benefit from filing a consolidated Kentucky 
return and the amounts allocated to the three subsidiaries were reversed in 2006. 

Page 1 of 2 



Public Service Commission Data Request Set 2 
Question No. 3 (Cont'd) 

Columbia Gas of Kentucky Respondent: Kelly Humrichouse 

c. Exchange Gas recorded in account 242, Miscellaneous Current and Accrued 
Liabilities represents the liabilityfor gas received in our system with the 
agreement to return the gas at a pre-determined point in the future. 

d. Customer A/R Credit Balances recorded in account 253, Miscellaneous Current 
and Accrued Liabilities, represents the balance of tariff customers who have a 
credit balance on their account. 

e. Civic Center Building Lease recorded in account 253, Other Deferred Credit 
represents the deferred legal liability for the difference between the excess 
levelized lease expense and the cash payment. The offsetting asset is recorded 
in account 186, Miscellaneous Deferred Debit account. 

f. Nicole Energy reserve recorded in account 253, Other Deferred Credits 
represents the reserve for penalty revenue billed to Nicole Energy. 

g. Lake Carnico Capital Project recorded in Account 253, Other Deferred Credits 
represents a contribution in aid of construction (CIAC) from Columbia Gas 
Transmission for improvements on Kentucky's pipeline system to facilitate 
receiving additional capacity for the Lake Carnico area. In September 2006 the 
CIAC was transferred to account 107, Construction Work in Progress. 

Page 2 of 2 





Public Service Commission Data Request Set 2 
Question No. 4 

Columbia Gas of Kentucky Respondent: John Spanos 

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

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
ORDER DATED APRIL 10.207 

Question No. 4 

and proposed depreciation rates, by account number and asset groups. 
Refer to the Application, Tab 32. Provide a schedule that compares the current 

Response of Columbia Gas of Kentucky: 

Please see PSC Set 2-004 Attachment. 



Columbia Gas of Kentucky, Inc. 
Case No. 2007-00008 

PSC 2007.00008 Set 2604 Attachment 

Line 
H!L 

1 
2 
3 
4 
5 

6 
7 

8 
9 
10 
11 
12 
13 
14 
15 
16 
17 

18 
19 
20 
21 
22 

23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 

34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 

DescrIDtlon 

INTANGIBLE PLANT 
ORGANIZATION COSTS 
MISCELLANEOUS INTANGIBLE PLANT 
MISC INTANGIBLE PLANT-DIS SOFTWARE 
MISC INTANGIBLE PLANT-FAR4 SOWARE 
MISC INTANGIBLE PLANTOTHER SOFTWARE 

PRODUCTION PLANT 
Slructures and improvements 
Liquefied Pelroleum Gas Equipment 

DISTRIBUTION PLANT 
U h D  H GkTS4TnER C S IR  SYSTEMS 
RIGHTS OF WAY 
STRUC Q IMPROVCITYGATE Ma R 
STRUC 8 IMPROVGENERAL Ma R 
STRUC Q 1MPROV.REGULATING 
STRUC 8 IMPROV-DISTR. IND. M Q R 
STRUC Q IMPROVOTHER DISTR. SYSTEMS 
STRUC & IMPROVOTHER DISTRSYSLP 
STRUC Q IMPROVCOMMUNICATIONS 
WAINS 

cart iron 
Bare Steel 
Coaled Steel 
Pl*EUC 

MQRSTATIONEQUIPGENERL 
M a R STA EQUIPGENERAL-REGULATING 
M& R STA EQUIPGEN~LOCAL GAS PURCH 
M Q R STA EQUIPCITY GATE CHECK STA 
SERVICES 

Bme Steel 
CDSled sled 
Plastic 

METERS 
METER INSTALLATIONS 
HOUSE REGULATORS 
HOUSE REGULATOR INSTALLATIONS 
INDUSTRIAL M Q R STATION EQUIPMENT 
OTHER EOUIP-ODORI7ATION 
OTHER EOUIP-TELEPHONE 
OTHER EOUIPMENT-RADIO 
OTHER EQUIPOTHER COMMUNICATION 
OTHER EQUIP-TELEMETERING 
OTHER EOUIPCUST INFOSERVICE 

GENERAL PLANT 
Office Furniture and Equipment: 
OFFICE FURN a EQUIP-UNSPECIFIED 
OFFICE FURN & EQUIP-DATA HANDLING 
OFFICE FURN Q EOUIP-INFO SYSTEMS 
TRANS EOUIP-TRAILERS OVER $1.000 
TWINS EQUIP-TRAILERS $1.000 Or LESS 
STORES EOUIPMENT 

TOOLSSHOP, Q GAR EGCNG STATIONARY 

TOOLS,SHOP. 8 GAR Ea-SHOP EQUIP 

LRBORATORY 
POWER OPERATED EQUIP-GENERAL TOOLS 

TOOLS.SHOP, Q GAR EWARAGE a SERV 

TOOLSSHOP. a GAR EQ-UND TANK CLEANUP 

TOOLSSHOP, a GAR EQ.TOOLS a OTHER 

Miscellaneous Equipment 

Gas Plant 
&.Qg@ 

(1) 

301.10 
303.00 
303.10 
303.20 
303.30 

305.00 
311.00 

374.40 
374.50 
375.20 
375.30 
375.40 
375.60 
375.70 
375.71 
375.80 
376.00 
376.10 
376.20 
376.30 
376.40 
378.10 
378.20 
378.30 
379.10 
380.00 
380.20 
380.30 
380.40 
381.00 
382.00 
383.00 
384.00 
385.00 
387.20 
387.41 
387.42 
387.44 
387.45 
387.46 

391.10 
391.11 
391.12 
392.20 
392.21 
393.00 
394.10 
394.11 
394.13 
394.20 
394.30 
395.00 
396.00 
398.00 

Current 
&,& 
(2)  
% 

Amort. 
Amort. 
Amort. 
Amort. 
Amort. 

0.00 
0.00 

1.53 
1.22 
1.96 
1.96 
1.96 
1.96 
2.00 

AMORT. 
5.32 
1.57 

2.35 
2.35 
2.35 
2.27 
2.59 

2.59 
2.39 
1.39 
1.10 
2.09 
4.22 
2.34 
2.34 
2.34 
2.34 
2.34 

AMORT. 
AMORT. 
AMORT. 

6.34 
6.34 

AMORT. 
AMORT. 

13.77 
AMORT. 
AMORT. 
AMORT. 
AMORT. 

0.00 
AMORT. 

Projected 
___ Rate 
(3) 
% 

Amort. 
Amort. 
Amort. 
Amort. 
Amort. 

0.00 
0.00 

1.88 
1.39 
2.98 
2.98 
2.98 
2.98 
2.01 

AMORT. 
4.83 
0.00 
2.44 
2.66 
2.05 
2.19 
3.19 
3.19 
3.19 
177 ... . 
0.00 
2.96 
3.58 
3.69 
3.46 
3.06 
2.79 
1.42 
4.92 
6.64 
3.76 
3.76 
3.76 
3.76 
3.76 

AMORT. 
AMORT. 
AMORT. 

4.38 
4.38 

AMORT. 
AMORT. 

24.33 
AMORT. 
AMORT. 
AMORT. 
AMORT. 

0.00 
AMORT. 





Public Service Commission Data Request Set 2 
Question No. 5 

Columbia Gas of Kentucky Respondent: John Spanos 

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

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
ORDER DATED APRIL 10,2007 

Question No. 5 

Refer to the Application, Tab 32, pages 111-4 and 111-5. 

a. Identify any asset accounts where the information on these pages indicates that 
the asset has been fully depreciated or will be fully depreciated within 12 months 
of the end of the depreciation study. If the depreciation study proposes a 
continuing depreciation rate for an asset that is shown to be fully depreciated, 
explain in detail why a depreciation rate is necessary for that asset. 

b. For each of the accounts listed below, explain why the net salvage value was 
selected, considering the data provided on the referenced pages. 

Account No. 375.34, Structures and Improvements - 
and Regulating; pages 111-87 and 111-88. 
Account No. 376, Mains, all types; pages 111-92 and 111-93. 
Account No. 378, Measuring and Regulating Station Equipment - 
General; pages 111-94 and 111-95. 
Account No. 379.1, Measuring and Regulating Station Equipment - 
City Gate; pages 111-96 and 111-97. 
Account No. 380, Services, all types; pages 111-98 and 111- 99. 
Account No. 381, Meters; pages Ill-I00 and Ill-101. 
Account No. 382, Meter Installations; pages Ill-102 and 111- 103. 
Account No. 383, House Regulators; pages Ill-I04 and 111- 105. 
Account No. 387.2, Other Equipment - Odorization; pages 111-1 10 through 

Account No. 396, Power Operated Equipment; pages 111- 114 and 111- 
115. 

Measuring 

111-1 13. 

c. For each of the accounts listed below, explain how the specific annual accrual 
rate and composite remaining life values were determined from the data 
contained on the referenced pages. Include all calculations, assumptions, and 
other supporting documentation. 

(1) Account No. 375.7, Other Distribution System - Other Buildings and 
Distribution System Structures; pages Ill-124 and 111-125. 

Page 1 of 4 



Public Service Commission Data Request Set 2 
Question No. 5 (Cont'd) 

Columbia Gas of Kentucky Respondent: John Spanos 

(2) Account No. 376, Mains, all types; pages Ill-I28 through 111-133. 
(3) Account No. 380, Services, all types; pages 111-137 through 111-139. 

d. For each of the accounts or account categories listed below, explain how the 
calculated annual accrual rate was determined. Include all calculations, 
assumptions, and other supporting documentation. 

(1) Total Account 387, Other Equipment. 
(2) Total Distribution Plant. 
(3) Total Account 394, Tools, Shop and Garage Equipment. 
(4) Total General Plant. 
(5) Total Depreciable Plant. 

Response of Columbia Gas of Kentucky: 

a) There is only one asset account on pages 111-4 and 111-5 of Tab 32 that is fully 
depreciated or will be fully depreciated within the next 12 months. The fully 
depreciated asset class is Account 396, Power Operated Equipment. There is no 
proposed depreciation rate for this asset class for the existing assets; however, 
new assets will be depreciated at a 6.35% rate. 

A general explanation of how net salvage percentages are determined for all 
accounts is set forth on pages 11-26 and 11-27 of Tab 32. 

1) 

b) 

The 37 years of historical analysis for Account 375.34, pages 11-87 and II- 
88, coupled with past estimates for this account and the estimates of 
other gas utilities provided support for the negative I O  percent net 
salvage. 
The 37 years of historical analysis for Account 376, pages 11-92 and 11-93, 
combined with estimates of other gas utilities and expectations within the 
gas industry provided support for the negative 15 percent net salvage. 
The 37 years of historical analysis for Account 378, pages 111-94 and 111- 
95, as well as the trend to more negative net salvage and the estimates of 
other gas utilities established support for negative 10 percent net salvage. 
There is limited historical analysis for Account 379.1; therefore, informed 
judgment had a greater impact in the determination of the net salvage 
percent. The assets in this account are similar to Account 378; therefore, 
the cost to remove and the expected gross salvage are comparable. 
Thus, the net salvage percent of negative 10 is based on expectations 
that net salvage will be similar to Account 378. 
The 37-year history for Account 380, pages 111-98 and 111-99 sets forth a 
negative 68 percent net salvage, however, the most recent 5-year period 
is negative 51 percent. Expectations that the percentages of the most 
recent five years, coupled with past estimates for this account and the 

2) 

3) 

4) 

5) 

Page 2 of 4 



Public Service Commission Data Request Set 2 
Question No. 5 (Cont'd) 

Columbia Gas of Kentucky Respondent John Spanos 

trends in the gas industry for services, provide support for the negative 50 
percent net salvage. 
The 37-year history for Account 381, pages Ill-I00 and Ill-101, 
establishes basically zero percent net salvage for over $3M of 
retirements. The zero percent net salvage percent is consistent with gas 
industry estimates. 
The 37-year history on pages Ill-I02 and Ill-I03 establishes a negative 9 
percent net salvage and the most recent five-year period sets forth 
negative 13 percent net salvage. This historical analysis coupled with 
past estimates of this account and estimates of other gas utilities for 
meter installations provides support for the negative 10 percent net 
salvage. 

The 37-year history for Account 383, pages Ill-I04 and Ill-105 sets forth a 
negative 6 percent net salvage. There is a trend for less cost of removal 
but not a substantial change. Therefore, with past estimates and utility 
averages ranging from 0 to negative 10 percent, a negative 5 percent was 
used. 

The 37-year history sets forth a large negative net salvage percent; 
however, the data is limited and greatly influenced by the 2001 cost of 
removal. Based on the type of assets in this account, past estimates for 
this account and estimates used by other gas utilities, it was determined 
that zero percent net salvage was the most reasonable. 

There is a reasonable amount of data for Account 396, pages 111-1 14 and 
111-1 15, but there are a few salvage anomalies which require judgment. 
The past estimate for this account and estimates for other gas utilities 
help determine the most reasonable estimate of positive 25 percent net 
salvage. 

The life, net salvage and surviving original cost by vintage are the bases 
for the annual accrual rate and composite remaining life. In the case of 
Account 375.7, there are four categories. The book reserve is allocated 
proportionately to each vintage within a location based on the calculated 
accrued depreciation (theoretical reserve). Therefore, the future accruals 
are the original cost minus the book reserve. The annual accrual is the 
future accruals divided by the vintage remaining life which is based on the 
survivor curve and probable retirement data. 

2) The calculation for all types of mains in Account 376 is determined in the 
same fashion as described above. The service life, net salvage percent, 
surviving plant balance by vintage and where appropriate, truncation date, 
are the bases for allocating the book reserve to each vintage and in turn 

Page 3 of 4 



Public Service Commission Data Request Set 2 
Question No. 5 (Cont'd) 

Columbia Gas of Kentucky Respondent: John Spanos 

determining the annual accrual and composite remaining life. The 
composite remaining life shown at the bottom of page 111-133 is the 
culmination of all types of main (future accruals divided by annual 
accruals). 

The calculation is the same as described for Accounts 375.7 and 376. 

The calculations on pages Ill-150 through Ill-152 establish the individual 
accrual rates for each of the subaccounts for total Account 387. The total 
Account 387 accrual rate of 3.95 is the annual accrual amount of the two 
subaccounts added together divided by the total original cost for the two 
subaccounts. 

The 2.81 percent accrual rate for Distribution plant is all the annual 
accrual amounts for distribution accounts divided by the original cost for 
the same distribution plant accounts. 

The accrual rate for total Account 394 of 7.55 percent is the summation of 
accrual amounts by subaccount divided by the total Account 394 original 
cost. 

The calculation for General Plant is the same as that described for 
Distribution Plant. 

The total Depreciable Plant accrual rate of 2.93 percent is the summation 
of all depreciable account annual accrual amounts divided by the total 
original cost of the same accounts. (7,089,978/241,990,402). 

3) 

1) d) 

2) 

3) 

4) 

5) 

Page 4 of 4 
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Public Service Commission Data Request Set 2 
Question No. 6 

Columbia Gas of Kentucky Respondent: Susanne M. Taylor, NCSC Controller 

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

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
ORDER DATED APRIL I O ,  2007 

Question No. 6 

Refer to the Application, Tab 38. 

a. Concerning costs allocated to Columbia by NiSource Corporate Services 
Company (“NCSC“), can costs related to NiSource, Inc.’s (“NiSource”) electric 
operations and non-regulated, non-gas operations be allocated to Columbia’s 
Kentucky operations? Explain the response. 

b. Concerning the ”Bases of Allocation” factors applied by NCSC to allocate costs, 
are NiSource’s regulated electric and gas operations separated or combined 
when calculating the bases? Explain the response. 

c. If the Bases of Allocation factors reflect a combination of NiSource’s regulated 
electric and gas operations, explain why it is reasonable, from the rate-making 
perspective, that costs associated with NiSource’s regulated electric operations 
should be charged to Columbia’s Kentucky gas operations. 

Response of Columbia Gas of Kentucky: 

a. No, costs related to NiSource, Inc.’s (“NiSource”) electric operations and non- 
regulated, non-gas operations are billed to those respective companies that are 
benefiting from the services being provided. 

b. Allocations are billed on a per company basis, and direct billing is always the 
preferred method of billing by NCSC. However, is not always practical to direct 
bill and so allocation bases are used in those instances. Based on the nature of 
service, an allocation basis is selected which best fits the service being 
performed. There are bases that separate regulated electric and gas operations 
where gas distribution operations need to be accounted for separately and direct 
billing is not practical. 

c. Costs associated with NiSource’s regulated electric operations are not charged 
to Columbia’s Kentucky gas operations. 





Public Service Commission Data Request Set 2 
Question No. 7 

Columbia Gas of Kentucky Respondent: Mike Webb 

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

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
ORDER DATED APRIL I O ,  2007 

Question No. 7 

Refer to the Direct Testimony of Herbert A. Miller, Jr. (“Miller Testimony”), page 
6. When compared to the Accelerated Main Replacement Program (“AMRP) the 
Commission a proved for The Union Light, Heat and Power Company (“ULH&P) in 
January 2002, Columbia’s proposed AMRP would replace 3.6 times as many miles of 
pipe in just twice the time period. Explain how Columbia developed its time frame of 20 
years for its AMRP. 

P 

Response of Columbia Gas of Kentucky: 

Please refer to the response of question 2007-00008 PSC Set 2-015 as well as the 
attachment to question 2007-00008 PSC Set 2-014. 

’ Case No. 2001-00092, Adjustment of Gas Rates of The Union Light, Heat and Power 
Company, final Order dated January 31, 2002. As a result of the merger of Cinergy Corp. and 
Duke Energy Corporation, ULH&P is now known as Duke Energy Kentucky, Inc. (“Duke 
Kentucky”). The reference to Duke Kentucky will be utilized through the remainder of this data 
request. 





Public Service Commission Data Request Set 2 
Question No. 8 

Columbia Gas of Kentucky Respondent Herbert A. Miller, Jr. 

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

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
ORDER DATED APRIL I O ,  2007 

Question No. 8 

Refer to the Miller Testimony, page I O .  

a. What type of customers will Columbia’s new employee in the New Business 
function attempt to attract? 

b. Does Columbia have any other employees who are designated to attract new 
customers? 

Response of Columbia Gas of Kentucky 

a. The new business employee will work to attract new commercial and residential 
customers. 

b. Yes, Columbia has a new business function to support new business requests 





Public Service Commission Data Request Set 2 
Question No. 9 

Columbia Gas of Kentucky Respondent: Mark Balmert 

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

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
ORDER DATED APRIL I O ,  2007 

Question No. 9 

Provide the cost that Columbia will incur in converting its billing system from 
utilizing a minimum bill to a customer charge. Include all workpapers, calculations, and 
assumptions used to determine the conversion cost. 

Response of Columbia Gas of Kentucky: 

Columbia will not incur additional costs in converting its billing system from utilizing a 
minimum bill to a customer charge. 





Public Service Commission Data Request Set 2 
Question No. 10 

Columbia Gas of Kentucky Respondent Mike Webb 

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

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
ORDER DATED APRIL I O ,  2007 

Question No. 10 

Refer to the Direct Testimony of James M. Webb (“Webb Testimony”), page 12, 
line 20. Concerning the replacement of bare steel (“BS) pipes since the late 196Os, the 
Direct Testimony of Edwin Humphries (“Humphries Testimony”), page 8, states that 
Columbia’s current replacement is 9 miles per year. 

a. What was Columbia’s replacement program for BS and cast iron (“CI”) prior to 
the Stone and Webster (“S&W) studies? 

b. How many miles of BS and CI pipe have been replaced on the Columbia system 
since the late 1960s? 

Response of Columbia Gas of Kentucky: 

a. Before Columbia decided to embark upon an accelerated main replacement 
program, its replacement program involved evaluating the leakage history on the 
mains and identifying locations having the most leakage repairs. This evaluation 
also involved consulting local personnel and reviewing the number of clamps 
required to repair an individual leak. Every effort was made to maximize the 
amount of bare steel removed by looking for other nearby locations having 
leakage repairs. Other efforts to maximize the amount of bare pipe removed 
included: consulting highway and road departments for project lists, looking for 
opportunities to eliminate dual main streets, and consulting winter operations 
reports for necessary betterment. The resulting program was one that strived to 
eliminate the maximum amount of bare steel that was justified by the leakage 
history. 

b. Columbia has reduced its inventory of unprotected steel by approximately 1035 
miles and its inventory of cast iron by 14 miles since the late 1960s. The 
reductions in the inventory of unprotected steel pipe were not achieved 
exclusively by replacement. Much of the effectively coated pipe was brought 
under cathodic protection and is now represented in the inventory of cathodically 
protected pipe. Historical records do not distinguish between replacements of 
bare steel and reductions in quantities of unprotected pipe due to bringing such 
pipe under cathodic protection. 





Public Service Commission Data Request Set 2 
Question No. 11 

Columbia Gas of Kentucky Respondent: Mike Webb 

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

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
ORDER DATED APRIL I O ,  2007 

Question No. If 

Columbia owns and maintains the service lines. Why is the replacement of the 
Explain the 15,000 BS service lines included in the proposed AMRP program? 

response. 

Response of Columbia Gas of Kentucky: 

Columbia owns, operates and maintains all service lines between the main line and curb 
valve or customers property line (Company Service). Columbia owns, operates, and 
maintains all service lines from curb valve or customers property line to the customer's 
meter (Customer Service) that have been installed new by Columbia or replaced by 
Columbia pursuant to the order made by the Commission the I O "  day of November, 
1988, Case No. 10127. Columbia operates and maintains but does not own any 
customer service line installed before November I O ,  1988. Columbia assumes 
ownership of customer service lines installed before November 10, 1988 only after 
replacing a customer service line at Columbia's cost. 

it has been Columbia's practice to replace all existing steel service lines regardless of 
ownership during a main replacement project. Original steel service lines are of the 
same vintage as the main line being replaced and are subject to the same leak causes; 
corrosion leakage, mechanical joint leakage, and thread leakage are the most common. 
Only service lines that are plastic from the main to the meter are reconnected to a new 
main. Unprotected steel service lines are a significant source of leakage and this 
replacement practice reduces leakage and increases safety for the customer, reduces 
customer service interruptions, reduces the cost of service line replacement when done 
with the main line, and avoids re-cutting hard surfaces that were cut for main line 
replacement. For the reasons stated, both replacement of steel service lines as well as 
replacement of main lines are appropriately included in the AMRP program. 





Public Service Commission Data Request Set 2 
Question No. 12 

Columbia Gas of Kentucky Respondent: Mike Webb 

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

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
ORDER DATED APRIL I O ,  2007 

Question No. 12 

Refer to the Webb Testimony, page 13, lines 12 and 13. Mr. Webb states that 
Columbia has averaged over 1,360 corrosion leaks per year over the past 5 years. 
However, this statement does not appear to agree with the information provided in the 
Humphries Testimony, Figures 2 through 5 and 7. Reconcile the differences between 
the statement in Mr. Webb’s testimony and the data provided by Mr. Humphries. Explain 
in detail the differences between the information. 

Response of Columbia Gas of Kentucky: 

Mr. Webb’s testimony refers to both main and service line corrosion leaks while Mr. 
Humphries’ analysis and testimony refers to main leakage only. 





Public Service Commission Data Request Set 2 
Question No. 13 

Columbia Gas of Kentucky Respondent: Mike Webb 

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

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
ORDER DATED APRIL I O ,  2007 

Question No. 13 

Refer to the Webb Testimony, page 15. Mr. Webb indicates that the most cost- 
effective method of replacement is an area-based replacement strategy. 

a. Has Columbia committed itself to employing the area-based replacement 
strategy as part of its AMRP? Explain the response. 

Describe the actions Columbia has undertaken to date to plan for the 
utilization and implementation of such an area-based replacement strategy. 

If the Commission did not approve the proposed AMRP cost recovery 
mechanism, would Columbia still employ the area-based replacement 
strategy to replace its existing BS and CI mains? Explain the response. 

b. 

c. 

Response of Columbia Gas of Kentucky: 

a. Columbia will be employing the area-based replacement strategy as part of 
the AMRP whenever it makes sense to do so. There are severai situations 
where it may not be advantageous to utilize this replacement strategy (i.e. 
emergency replacement work, cross-country lines, etc). See Webb 
Testimony, page 15 for additionai information. 

b. Columbia has met with a peer company who currently has an AMRP to 
discuss this strategy and its proslcons. Current projects utilizing this strategy 
are planned for 2007 in another Columbia company for evaluation purposes. 

c. Yes, Columbia will begin to employ this strategy, when it makes sense, 
regardless of whether the Commission approves the proposed AMRP. 
Columbia believes this strategy will prove to be an effective and efficient way 
to replace existing BS and CI mains and services. However, if cost recovery 
through the AMRP is not provided, Columbia would be required to seek base 
rate relief on a repetitive basis. 
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Public Service Commission Data Request Set 2 
Question No. 14 

Columbia Gas of Kentucky Respondent: Mike Webb 

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

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
ORDER DATED APRIL 10,2007 

Question No. 14 

Refer to the Webb Testimony, page 18. Provide the workpapers, calculations, 
and assumptions used to determine Columbia’s annual investment in the AMRP would 
be approximately $9.9 million. 

Response of Columbia Gas of Kentucky: 

See Attachment 2007-00008 PSC Set 2-014 
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Public Service Commission Data Request Set 2 
Question No. 15 

Columbia Gas of Kentucky Respondent: Mike Webb 

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

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
ORDER DATED APRIL I O ,  2007 

Question No. 15 

Refer to the Webb Testimony, page 21, line 6. The S&W studies recommended 
a replacement of 27 miles of BS and CI pipe per year for 20 years. Provide the 
feasibility study and other criteria taken into consideration for choosing the 20-year 
program. 

Response of Columbia Gas of Kentucky: 

Referring to attachment 2007 - 00008 PSC Set 2-014, it shows that many different 
replacement schedules were estimated and considered. A cross sectional team of 
individuals from Engineering, Operations, Regulatory Affairs, Sales, and 
Communications reviewed and discussed these options. Considerations included a 
balanced approach with regards to safely managing the inventory of problem pipe and 
the financial impact of the AMRP to our customers along with the capital dollar 
requirements for each schedule. The team also weighed the anticipated construction 
congestion and its impact on neighborhoods and traffic. Finally, the available labor 
resources within Engineering and Operations, adequate materials, and the availability of 
qualified contractors to execute this strategy were all considered. Based on these 
considerations, the cross-sectional team determined that a twenty year replacement 
period was the best approach. Columbia then hired Stone & Webster to review its 
leakage data and Stone & Webster agreed that the twenty year replacement schedule 
was appropriate. 





Public Service Commission Data Request Set 2 
Question No. 21 

Respondent: Ed Humphries 

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

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
ORDER DATED APRIL 10,2007 

Question No. 21 

Refer to the Humphries Testimony, page 8, lines 160 through 171. If the 
corrosion continues at the same rate, why does Mr. Humphries consider 20 years to be 
a very manageable schedule for replacement of BS and CI pipes in Columbia’s 
distribution system? 

Response of Stone & Webster: 

Twenty years is a very manageable schedule for the replacement of all bare steel and 
cast iron distribution piping. It is three times the current rate of replacement. Adoption of 
such a program would clear out all BS and CI piping by the year 2027. Review of the 
example companies indicates that 20 years is regarded as an appropriate schedule. 
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Public Service Commission Data Request Set 2 
Question No. 22 

Respondent Ed Humphries 

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

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
ORDER DATED APRIL I O ,  2007 

Question No. 22 

Refer to the Humphries Testimony, page 8. Mr. Humphries includes a chart 
showing the current removal rates of selected gas companies. In proposing an AMRP, 
does accelerated mean a specific number of years or simply replacing the mains at a 
faster rate than previously experienced? Explain the response. 

Response of Stone & Webster: 

These two criteria are synonymous. In this instance the proposed AMRP is twenty (20) 
years. It will require the retirement of 27 miles of main per year to achieve that 
replacement rate. If one reduces the AMRP to ten years the proposed retirement rate 
will have to increase to 54 miles per year. Twenty years was selected because it would 
be a manageable replacement schedule. 





Public Service Commission Data Request Set 2 
Question No. 23 

Columbia Gas of Kentucky Respondent: Mike Webb 

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

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
ORDER DATED APRIL 10,2007 

Question No. 23 

Is S&W providing regression analysis for replacing BS and CI mains and BS 
service lines? If yes, explain how it is going to be implemented in the proposed 
program. 

Response of Columbia Gas of Kentucky: 

No, S&W is currently not providing regression analysis for replacing BS and CI main and 
BS service lines. 





Public Service Commission Data Request Set 2 
Question No. 24 

Columbia Gas of Kentucky Respondent: Mike Webb 

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

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
ORDER DATED APRIL I O ,  2007 

Question No. 24 

Will Columbia establish bid documents for the annual main replacement pian? 
Explain the response. 

Response of Columbia Gas of Kentucky: 

Columbia is planning to initially bid much of the larger main replacement work. 
However, we will continually evaluate our processes to provide an efficient and cost 
effective replacement program. 





Public Service Commission Data Request Set 2 
Question No. 25 

Columbia Gas of Kentucky Respondent: Mike Webb 

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

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
ORDER DATED APRIL 10,2007 

Question No. 25 

Refer to the Humphries Testimony, Figure 3. Figure 3 shows there are a 
substantial number of leaks, excluding third party and corrosion. Explain the types of 
these leaks and whether Columbia has any program to control and reduce them. 

Response of Columbia Gas of Kentucky: 

A review of main line leak history from 1990 through 2006 for all pipe material types 
showed the following leak locations when corrosion or third party damage was not 
indicated as the leak cause. The leak locations are listed in descending order of 
frequency of occurrence. 

Location 
Valve 
Tap Fitting 
Body of Pipe 

Mechanical Joint 
Fitting 
Bell and spigot Joint 
Threaded Joint 
Other 

Weld or Fusion - Girth 
Weld Longitudinal 
Drip 

Most Common Source of Leakage at the location 
Leak around the stem of the valve 
Leaks around the sealing surface of the cap on a tap fitting 
Leaks from natural forces, material failure, construction 
defect, and undetermined cause 
Leak at the sealing gaskets of a compression coupling 
Leaks on a variety of fitting found on main lines 
Leaks in the sealing area of the joint 
Leaks at the threads of a threaded joint coupling 
Unable to identify the leak source from available 
information 
Leaks on girth welds on steel and fusions on plastic pipe 
Leaks on longitudinal welds on steel pipelines 
Leak on any part of a drip connected to a main line 

Programs: 

Facility Failure Reporting - Columbia Gas of Kentucky has a program for reporting 
failures of any facility or material and to control and reduce facility failures. This ongoing 
program identifies poorly performing components, tools, and materials as well as 
installation and maintenance procedures that result in more rapid failure. From the 
information gathered from this program poorly performing materials, fittings, and tools 
are removed from the approved materials list. Installation and maintenance procedures 
are updated when current practices are found to be the cause of failure. 
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