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Attorney General Data Request Set 2
Question No. 15
Columbia Gas of Kentucky Respondent: Kelly Humrichouse

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY
PSC CASE NO. 2007-00008
INFORMATION REQUESTED BY THE ATTORNEY GENERAL
DATED MAY 8, 2007

Question No. 15

b.

With regard to the response to AG-1-78, please provide the following information:

The test year total Professional Services expenses of $11,808,943 are
substantially higher than the corresponding total expenses for the prior three
years of $7,519,919 (2005), $6,611,665 (2004) and $8,034,117 (2003). Please
explain the reasons for this.

As indicated in the response to AG-1-78f, the test year Professional Services
expenses for the Stanley Pipeline company of $4,216,366 are almost 5 times
higher than the average Stanley Pipeline company expenses of $928,609 for the
prior 5 years, 2001 through 2005, of $1,198,418 (2005), $57,310 (2004),
$576,410 (2003), $1,116,799 (2002), and $1,694,110 (2001). Please provide an
explanation for this. In addition, provide the reasons why the Company believes
that the test year expense of $4,216,366 is to be considered representative of the
annual Stanley Pipeline company expenses for ratemaking purposes in this case.

Response of Columbia Gas of Kentucky:

a.

b.

Please see the response to 2007-00008 AG Set 2-015 Attachment 1. This
attachment provides the functional drivers of variance and also provides further
detail regarding the primary driver of variance year over year in the costs
assigned to Engineering.

As of April 2006, Stanley Pipeline Company has replaced Fishel as Columbia’s
provider of service for certain aspects of construction. This higher level of
expense is due to increased activity caused by this shift in vendors. Charges
from Stanley Pipeline are recorded directly to account 107 which is a rate base
item once placed in-service, therefore the concept of representative annual
expenses is not applicable to this investment. Rate base is cumulative in nature
and as such includes all years’ spend net of cumulative depreciation. Columbia
has requested return on and return of this investment in plant in this rate case
over the expected life of this asset and not a return of investment over a one year
period.
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Attorney General Data Request Set 2
Question No. 16
Columbia Gas of Kentucky Respondent: Kelly Humrichouse

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY
PSC CASE NO. 2007-00008
INFORMATION REQUESTED BY THE ATTORNEY GENERAL
DATED MAY 8, 2007

Question No. 16
With regard to the response to AG-1-79, please provide the following information:

a. Why should the out-of-period AGA dues of $6,392 for the 4™ quarter of 2006 be
included for ratemaking purposes in this case?

b. Nature and purpose of the Common Ground Alliance Corporate membership.

c. Nature and purpose of the Clear Convenience Bill.

Response of Columbia Gas of Kentucky:

a. Five quarterly AGA dues were paid and classified as expense in the test year.
The fifth quarter of AGA dues was inadvertently left in the test year cost of
service. Columbia does not feel it is appropriate to include the out-of-period AGA
dues for ratemaking purposes.

b. The Common Ground Alliance is a membership driven, nonprofit organization
dedicated to ensuring public safety, environmental protection, and the integrity of
services through the promotions of effective damage prevention practices of
underground infrastructures through supporting research, developing and
conducting public awareness and education programs.

c. On Attachment 1 of Columbia’s response to the Attorney General Set 1-079, the
description for the amount $1,145 should have read “Industry Association Dues”.
The description given to the amount $6,751 was “Clear Convenience Bill”. “Clear
Convenience Bill” is actually the act of moving dollars out of account 186
deferred debit “Clearing” account to the proper Income Statement or Balance
Sheet account when the parent company pays a bill as a convenience to the
subsidiary.



