


~ -* j  2 2 2007 Public Service Commission Data Request Set 1 
Question No. 31 

Columbia Gas of Kentucky Respondents: Kelly L. Humrichouse 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
ORDER DATED JANUARY 25,2007 

PSC CASE NO. 2007-00008 

Question No. 31 

Provide a schedule showing for the test year and the year preceding the 
test year, with each year shown separately, the following information regarding 
Columbia’s investments in subsidiaries, affiliates, and joint ventures: 

a. Name of subsidiary, affiliate, or joint venture. 

b. Date of initial investment. 

c. Amount and type of investment made for each of the 2 years included in 
this report. 

d. Balance sheet and income statement. Where only internal statements 
are prepared, furnish copies of these. 

e. A separate schedule of all dividends or income of any type received by 
Columbia from its subsidiaries, affiliates, or joint ventures showing how this 
income is reflected in the reports filed with the Commission and stockholder 
reports. 

f. Name of each officer of each of the subsidiaries, affiliates, or joint 
ventures, each officer’s annual compensation, the portion of that compensation 
that is charged to the subsidiary, affiliate, or joint venture, the position each 
officer holds with Columbia and the compensation received from Columbia. 

Response of Columbia Gas of Kentucky: 

a. 

b. 
C. 

d. 

Columbia has one wholly owned subsidiary, Central Kentucky Transmission 
Company (CKT). 
Calumbia’s initial investment in CKT occurred in May of 2006. 
Investment for the twelve months ended 9/30/2005 was zero dollars. Investment 
for the twelve months ended 9/30/2006 was $165,000 in cash for 100 shares of 
common stock with a $0.01 par value per share and a sale price of $1,650 per 
share. 

See PSC0031 Attachment D sheets 1 through 10 for internal, unaudited monthly 
balance sheets and income statements for May 2006 through September 2006. 



Public Service Commission Data Request Set 1 
Question No. 31 (Cont’d) 

Columbia Gas of Kentucky Respondents: Kelly L. Humrichouse 

e. Columbia received $0 and $19,771 income from subsidiary CKT for the twelve 
months ended 9/30/2005 and 9/30/2006, respectively. The entries associated 
with this income are: 

Debit FERC Account 123.1 Investment in Subsidiary Companies 
Credit FERC Account 418.1 Equity in Earnings of Subsidiary 

Companies 

f. The requested information contains confidential and proprietary information of 
Columbia Gas of Kentucky, Inc. Attached is a redacted version of the response. 
The un-redacted version is being provided under seal to preserve its 
confidentiality . 
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ASSETS 

Property, Plant and Equipment 

Investments and Other Assets 

Current Assets 
Accounts Receivable - Affiliated 

Total Current Assets 

Other Assets 

Total Assets 

CAPITALIZATION and LIABILITIES 

Capitalization 
Common Stock 
Additional Paid in Capital 
Total Common Stack EqiJity 

Tatal capitalization 

Current Liabilities 

Other Liabilities and Deferred Credits 

Total Capitalization & Liabilities 

PSC0031 Attachment D 
Page 1 of 10 

Central Kentucky Transmission 
Balance Sheet 

As of May 31,2006 
For Internal Use Only 

Change from Change from 
Current Month Prior Month Prior Year-End 

165,000.00 165,000.00 165,000.00 
165,000.00 165,000.00 165,000.00 

- 
165,000.00 165,000.00 165,000.00 

10.00 10.00 10.00 
164,990.00 164,990.00 164,990.00 
165,000.00 165,000.00 165,000.00 
165,000.00 165,000.00 165,000.00 

165.000.00 165.000.00 165.000.00 



PSCOO31 Attachment D 
Page 2 of I O  

Central Kentucky Transmission 
Income Statement 

For the Month Ended May 31,2006 
For lnfernal Use Only 

Current Change from Year-To- 
Month Prior Month Date 

Operating Revenues 

Total Gross Operating Revenue 

Purchase Costs 

Operating Expenses 

.____.___- 

Total Operating Expenses 

Operating Income(Loss) 

Other Income (Deductions) 

----. -- 

.- - - 
Total Other Income (Deductions) 

Income from Continuing Operations Before Tax 

----. 
Income from Continuing Operations 

Net Income 



PSCOO31 Attachment D 
Page 3 of 10 

Central Kentucky Transmission 
Balance Sheet 

As of June 30,2006 
For lnternal Use Only 

Change from Change from 
Current Month Prior Month Prior Year-End 

ASSETS 

Property, Plant and Equipment 
Utility Plant 
Accumulated Depreciation and Amortization-Plant 

Net Utility Property, Plant, and Equipment 

Net Property, Plant, and Equipment 

Investments and Other Assets 

Current Assets 
Accounts Receivable - Non-Affiliated 
Accounts Receivable - Affiliated 

Total Current Assets 

Other Assets 

Total Assets 

CAPITALIZATION and LIABILITIES 

Capitalization 
Common Stock 
Additional Paid in Capital 
Retained Earnings - Current Year 
Total Common Stock Equity 

Total capitalization 

Current Liabilities 
Accounts Payable - Affiliated 
Taxes Accrued 

Total Current Liabilities 

Other Liabilities and Deferred Credits 

Total Capitalization & Liabilities 

752,227.1 7 752,227.1 7 752,227.1 7 
(432,484.09) (4321484.09) (432,484.09) 
31 9,743.08 31 9,743.08 319,743.08 

31 9,743.08 319,743.08 31 9,743.08 

3,344.53 3,344 “53 3,344 5 3  
176,025.95 11,025.95 176,025.95 
179,370.48 14,370.48 179,370.48 

499,113.56 334,113.56 499,113.56 

10.00 10.00 
164,990.00 - 164,990.00 

4,070.29 4,070.29 4,070.29 
169,070.29 4,070.29 169,070.29 
169,070.29 4,070.29 169,070.29 

327,380.27 32,7,380.27 327,380 “27 
2,663.00 2,663.00 2,663.00 

330.043.27 330.043.27 330.043.27 

- 
499,113.56 334,113.56 499,113.56 



PSCO031 Attachment D 
Page 4 of 10 

Central Kentucky Transmission 
Income Statement 

For the Month Ended June 30,2006 
For Infernal Use Only 

Current Change from Year-To- 
Month Prior Month Date 

Operating Revenues 

Rev Trans ACA 48910030 1 18.48 118.48 
ACA Transportation Revenue 1 18.48 1 18.48 1 18.48 

Rev Trans Firm 48910000 3,226.05 3,226.05 
Rev Trans Firm Afhl 4891 1000 11,025.95 11,025.95 

Firm Transportation Revenue 14,252.00 14,252.00 14,252.00 
Total Gas Transportation and Storage Revenue 14,370.48 14,370.48 14,370.48 

Total Gross Operating Revenue 14,370.48 14,370.48 14,370.48 

Purchase Costs 

Total Net Operating Revenues - 14,370.48 14,370.48 14,370.48 

Operating Expenses 

Transmission Expense 
Total Operation and Maintenance Expenses 

Depreciation, Depletion & Amortization 

6,076.00 6,076.00 6,076.00 - 
6,076.00 6,076.00 6,076.00 

1,561 .I 9 1,561 .I9 1,561 .I9 

~ 

7,637.1 9 7,637.19 7,637.19 Total Operating Expenses .--- 
-- 

Operating Income(Loss) 6,733.29 6,733.29 6,733.29 

Other Income (Deductions) 

--. --_. -_-. 
Total Other Income (Deductions) --- 

Income from Continuing Operations Before Tax 6,733.29 6,733.29 6,733.29 

Current Payable Income Tax Expense 
Total Income Taxes 

2,663.00 2,663.00 2,663.00 
2,663.00 2,663.00 2,663.00 

- 
Income from'continuing Operations 4,070.29 4,070.29 4,070.29 

Net Income 4,070.29 4,070.29 4,070.29 



PSCOO31 Attachment D 
Page 5 of 10 

ASSETS 

Central Kentucky Transmission 
Balance Sheet 

As  of July 31, 2006 
For Infernal Use Only 

Property, Plant and Equipment 
Utility Plant 
Accumulated Depreciation and Amortization-Plant 

Net Utility Property, Plant, and Equipment 

Net Property, Plant, and Equipment 

Investments and Other Assets  

Current Assets  
Accounts Receivable - Non-Affiliated 
Accounts Receivable - Affiliated 

Total Current Assets 

Other Assets  

Total Assets  

CAPITALIZATION and LIABILITIES 

Capitalization 
Common Stock 
Additional Paid in Capital 
Retained Earnings - Current Year 
Total Common Stock Equity 

Total capitalization 

Current Liabilities 
Short-term Borrowings 
Accounts Payable - Affiliated 
Taxes Accrued 

Total Current Liabilities 

Other Liabilities and Deferred Credits 

Total Capitalization & Liabilities 

Change from Change from 
- Current Month Prior Month Prior Year-End 

752.227.17 - 752,227.17 
(434; 045.28) (1,561.19) (434,045.28) 
31 8,181.89 (1,561.19) 31 8,181.89 

31 8,181.89 ( I  ,561.19) 31 8,181.89 

6,649.12 3,304.59 6,649.12 
12,267.45 (163,758.50) 12,267.45 
18,916.57 (160,453.91) 18,916.57 

337.098.46 (162.015.10~ 337.098.46 

10.00 - 10.00 
164,990.00 164,990.00 

8,866.91 4,796.62 8,866.91 
173.866.91 4.796.62 

145,278.32 145,278.32 145,278.32 
12,152.00 (31 5,228.27) 12,152.00 
5,801.23 3,138.23 5,801.23 

163,231.55 (1 66,811.72) 163,231.55 

337,098.46 (1 62,015.1 0) 337,098.46 



PSC0031 Attachment D 
Page 6 of 10 

Central Kentucky Transmission 
income Statement 

For the Month Ended July 31,2006 
For Infernal Use Only 

Current Change from Year-To- 
Month Prior Month Date . 

I 

Operating Revenues 

4891 0030 Rev Trans ACA 
Rev Trans of 0 t h  Firmcommodity 48920006 
Rev Trans of 0th Firm Com Affl 48920007 

ACA Transportation Revenue 
Rev Trans Firm 4891 0000 
Rev Trans Firm Affil 4891 1000 

48920000 Rev Trans of 0th Firm 
Firm Transportation Revenue 

Total Gas Transportation and Storage Revenue 

120.30 
1,199.75 
1,320.05 

14,251.99 
14,251.99 
15,572.04 

1,201.57 

(0.01) 
1,201 “56 

11 8.48 
120.30 

1,199.75 
1,438.53 
3,226.05 

11,025.95 
14,251.99 
28,503.99 
29,942.52 

15,572.04 1,201.56 29,942.52 Total Gross Operating Revenue 

Purchase Costs 

15,572.04 1,201.56 29,942.52 Total Net Operating Revenues 

Operating Expenses 

Transmission Expense 
Total Operation and Maintenance Expenses 

6,076.00 12,152.00 
12,152.00 6,076.00 

-~ 

Depreciation, Depletion & Amortization 1,561.19 3,122.38 

7,637.19 15,274.38 

7,934.85 1,201.56 14,668.14 

Total Operating Expenses 

Operating Income(Loss) 

Other Income (Deductions) 

- 

--- 
Total Other Income (Deductions) -- -)____- 

7,934.85 1 ,201 56 14,668.14 Income from Continuing Operations Before Tax 

Current Payable Income Tax Expense 
Total Income Taxes 

3,138.23 475.23 5,801.23 
3,138.23 475.23 5,801.23 

4,796.62 726.33 8,866.91 
~- 
income from Continuing Operations 

-- 
4,796.62 726.33 8,866.91 Net Income -~ 
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ASSETS 

Central Kentucky Transmission 
Balance Sheet 

As of August 31,2006 
For Internal Use Only 

Property, Plant and Equipment 
lJtility Plant 
Accumulated Depreciation and Amortization-Plant 

Net Utility Property, Plant, and Equipment 

Net Property, Plant, and Equipment 

Investments and Other Assets 

Current Assets 
Accounts Receivable ~ Nom-Affiliated 
Accounts Receivable - Affiliated 

Tatal Current Assets 

Other Assets 

Total Assets 

CAPITALIZATION and LIABILITIES 

Capitalization 
Common Stock 
Additional Paid in Capital 
Retained Earnings - Current Year 
Total Common Stock Equity 

Total capitalization 

Current Liabilities 
Short-term Borrowings 
Accounts Payable - Affiliated 
Taxes Accrued 

Total Current Liabilities 

Other Liabilities and Deferred Credits 

Total Capitalization & Liabilities 

Change from Change from 
Current Month Prior Month Prior Year-End 

770,438.53 18,211.36 770,438.53 
(435,606.47) (1,561 .I 9) (435,606.47) 
334,832.06 16,650.17 334,832.06 

334,832.06 16,650.1 7 334,832.06 

10,262.88 3,613.76 10,262.88 
27,259.57 14,992.1 2 27,259.57 
37,522.45 18,605.88 37,522.45 

372,354.51 35,256.05 372,354.51 

- 10.00 10.00 
164,990.00 164,990.00 
13,779.26 4,912.35 13,779.26 

178,779.26 4,912.35 178,779.26 
178,779.26 4,912.35 178,779.26 

135,968.71 (9,309.61) 135,968.71 
48,591.36 36,439.36 48,591 "36 
9,015.1 8 3,213.95 9,015.1 8 

193,575.25 30,343.70 193,575.25 

372,354.51 35,256.05 372,354.51 



PSC0031 Attachment 0 
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Central Kentucky Transmission 
Income Statement 

For the Month Ended August 31,2006 
For internal Use Only 

Current Change from Y ear-To- 
Month Prior Month - Date --- 

Operating Revenues 

ACA Transportation Revenue 
Firm Transportation Revenue 

Total Gas Transportation and Storage Revenue 

2,369.32 1,049.27 3,807.85 

30,873.32 15,301.28 60,815.84 
28,504.00 14,252.01 57,007.99 

Total Gross Operating Revenue 30,873.32 15,301.28 60,815.84 

Purchase Costs 
- 

30,873.32 15 ,301 .28  60,815.84 Total Net Operating Revenues --- 

Operating Expenses 

Transmission Expense 
Total Operation and Maintenance Expenses 

18,228.00 12,152.00 30,380.00 
18,228.00 12,152.00 30,380.00 

Depreciation, Depletion & Amortization 1,561.1 9 4,683.57 

Other Taxes 
Other Taxes 

1,874.27 1,874.27 1,874.27 
1,874.27 1,874.27 1,874.27 

Total Operating Expenses- 21,663.46 14,026.27 36,937.84 

Operating Income(Loss) 9,209.86 1,275.01 23,878.00 
- _. 

Other Income (Deductions) 

Interest Expense - Short Term Debt 
Total Interest Expense 

Interest Income - Money Pool 
Total Other Income 

1,400.72 1,400.72 I ,400.72 
1,400.72 I ,400.72 1,400.72 

317.16 317.16 317.16 
317.16 317.16 317.16 

Total Other Income (Deductions] (1,083.56) (1,083.56) (1,083.56) 

Income from Continuing Operations Before Tax 8,126.30 191.45 22,794.44 

Current Payable Income Tax Expense 
Total Income Taxes 

3,213.95 75.72 9'01 5.18 
3,213.95 75.72 9,015.1 8 

I__ 4,912.35 11 5.73 13,779.26 Income from Continuing Operations 

~- 
13,779.26 .~- t".--....,.. 4,912.35 I 15.73 
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ASSETS 

Central Kentucky Transmission 
Balance Sheet 

As of September 30,2006 
For lnternal Use Only 

Property, Plant and Equipment 
Utility Plant 
Accumulated Depreciation and Amortization-Plant 

Net Utility Property, Plant, and Equipment 

Net Property, Plant, and Equipment 

Investments and Other Assets 

Current Assets 
Accounts Receivable - Non-Affiliated 
Accounts Receivable - Affiliated 

Total Current Assets 

Other Assets 

Total Assets 

CAPITALIZATION and LIABILITIES 

Capitalization 
Common Stock 
Additional Paid in Capital 
Retained Earnings - Current Year 
Total Common Stock Equity 

Total capitalization 

Current Liabilities 
Short-term Borrowings 
Accounts Payable - Affiliated 
Taxes Accrued 

Total Current Liabilities 

Other Liabilities and Deferred Credits 

Total Capitalization & Liabilities 

Change from Change from 
Current Month Prior Month Prior Year-End - 

770,438.53 770,438.53 
(437,167.66) (1,561 .I 9) (437,167.66) 
333,270.87 (1,561.19) 333,270.87 

333,270.87 (1,561.19) 333,270.87 

10,262.91 0.03 10,262.91 
15,044.75 (1 2,214.82) 15,044.75 
25.307.66 (12.214.79) 25.307.66 

358,578.53 (1 3,775.98) 358,578.53 

10.00 10.00 
164,990.00 164,990.00 

- 19,770.71 5,991.45 19,770.71 
184,770.71 5,991.45 184,770.71 
184.770.71 5.991.45 184.770.71 

124,433.32 (1 1335.39) 124,433.32 
36,439.36 (I 2,152.00) 36,439.36 
12,935.14 3,919.96 12,935.14 

173,807.82 (I 9,767.43) 173,807.82 

358,578.53 (1 3,775.98) 358,578.53 



PSC0031 Attachment D 
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Central Kentucky Transmission 
Income Statement 

For the Month Ended September 30,2006 
For internal Use Only 

Current Change from Year-To- 
Month Prior Month Date -- 

Operating Revenues 

Rev Trans ACA 4891 0030 
Rev Trans of 0th FirmCommodity 48920006 
Rev Trans of 0th Firm Corn Affl 48920007 

ACA Transportation Revenue 
Rev Trans Firm 4891 0000 
Rev Trans Firm Affil 4891 1000 
Rev Trans of 0th Firm 48920000 
Rev Trans of 0th Firm Affil 48920001 

Firm Transportation Revenue 
Total Gas Transportation and Storage Revenue 

Total Gross Operating Revenue 

Purchase Costs 

(11,130.30) 
11 ,I 30.31 

0.01 
0.01 

11 8.48 
320.62 

3,368.75 
(2,369.32) 3,807.85 

3,226.05 
11,025.95 
31,625.69 
11 , I  30.31 

(28,503.99) 57,008.00 
(30,873.3 1 ) 60,815.85 

0.01 (30,873.31) 60,815.85 

.- - 
60,815.85 Total Net Operat ingyenoes 0.01 (30,873.31 ) -- 

Operating Expenses 

Transmission Expense (1 2,152.00) (30,380.00) 18,228.00 
Total Operation and Maintenance Expenses (12,152.00) (30,380.00) 18,228.0F 

Depreciation, Depletion & Amortization 1,561.19 6,244.76 

Other Taxes 
Other Taxes 

(1,874.27) 1,874.27 
(1,874.27) 1,874.27 

-- 
Total Operating Expenses (1 0,590.81 ) (32,254.27) 26,347A .- 

.- - 
Operating Income(1oss) 10,590.82 1,380.96 34,468.82 

Other Income (Deductions) 

Interest Expense - Short Term Debt 
Total Interest Expense 

Interest Income - Money Pool 
Total Other Income 

679.41 (721.31) 2,080.1 3 
679.4 1 (721.31) 2,080.13 

(31 7.1 6) 317.16 
(31 7.16) 317.16 

-- - __.---- 
Total Other Income (Deductions) (679.41 ) 404.15 (I ,762.97) 

Income from Continuing Operations Before Tax 9,911.41 1,785.1 1 32,705.85 

Current Payable Income Tax Expense 
Total Income Taxes 

3,919.96 706.01 12,935.14 
3,919.96 706.01 12,935.14 

Income from Continuing Operations 5,991.45 1,079.10 19,770.71 

.- 
Net Income 5,991.45 1,079.1 0 19,770.71 



n 



Public Service Commission Data Request Set 1 
Question No. 32 

Columbia Gas of Kentucky Respondent: Kelly L. Humrichouse 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
ORDER DATED JANAURY 25,2007 

PSC CASE NO. 2007-00008 

Question No. 32 

Provide the following information with regard to uncollectible accounts for 
the test year and 5 preceding calendar years (taxable year acceptable) for the 
gas operations: 

a. Reserve account balance at the beginning of the year. 

b. Charges to reserve account (accounts charged off). 

c. Credits to reserve account. 

d. Current year provision. 

e. Reserve account balance at the end of the year. 

f. Percent of provision to total revenue. 

Response of Columbia Gas of Kentucky: 

Please see PSCOO32 Attachment for detailed information on gas operation uncollectible 
accounts . 
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Public Service Commission Data Request Set 1 
Question No. 33 

Columbia Gas of Kentucky Respondent: Kelly L. Humrichouse 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
ORDER DATED JANAURY 25,2007 

PSC CASE NO. 2007-00008 

Question No. 33 

Provide a detailed analysis of the retained earnings account for the test period 
and the 12-month period immediately preceding the test period. 

Response of Columbia Gas of Kentucky: 

See PSCOO33 Attachment. 
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Public Service Commission Data Request Se t  1 
Question No. 34 

Columbia Gas of Kentucky Respondents: Kelly L. Humrichouse 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
ORDER DATED JANAURY 25,2007 

PSC CASE NO. 2007-00008 

Question No. 34 

Provide a listing of all non-utility property, related property t a x e s ,  a n d  accoun t s  
where  amoun t s  a r e  recorded. Include a description of t h e  property, t h e  d a t e  
pu rchased ,  a n d  t h e  cost .  

Response of Columbia Gas of Kentucky: 

The Company does not have any non-utility property recorded on its books. 



Public Service Commission Data Request Set 1 
Question No. 35 

Columbia Gas of Kentucky Respondent: Kelly L. Humrichouse 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
ORDER DATED JANAURY 25,2007 

PSC CASE NO. 2007-00008 

Question No. 35 

Provide r a t e s  of return in Farmat  35. 

Response of Columbia Gas of Kentucky: 

Debt cost component used for development of Original Cost Equity is as was filed in 
Case Number 2002-00145. 

Please see PSCOO35 Attachment Format 35. 



PSCOO35 Attachment 
Format 35 

Columbia Gas of Kentucky, Inc. 

Case No. 2007-00008 

Line 
No. 

1. 

2 

3. 

4. 

5. 

6. 

7" 

8. 

9. 

10 

11. 

12. 

13. 

14. 

- 

Average Rates of Return 
For the Calendar Years 2001 through 2005 and the 12 Months Ended September 30,2006 

item 
(a) 

Original cost net investment: 

5th Year 

4th Year 

3rd Year 

2nd Year 

- 1 st Year - 

Test Year 

Original cost common equity: 

5th Year 

4th Year 

3rd Year 

2nd Year 

1 st Year 

Test Year 

- 

Gas 
Operations 

(b) 

10.59% 

9.47% 

9.85% 

7.19% 

5.40% 

4.84% 

15.02% 

12.78% 

13.54% 

8.22% 

4.63% 

3.52% 

Kentiicky 
Jurisdiction 

(c) _. 

10.59% - 
9.47% 

9.85% 

7.19% 

5.40% 

4.84% 

15.02% 

12.78% 

13.54% 

8.22% 

4.63% 

3.52% 

Other 
Jurisdictions 

(d) 

0.00% 

0.00% -- 
0.00% 

0.00% 

0.00% 

0.00% 

0.00% 

0.00% 

0.00% 

0.00% 

0.00% 

0.000,: 



Public Service Commission Data Request Set I 
Question No. 36 

Columbia Gas of Kentucky Respondent: Kelly 1. Humrichouse 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
ORDER DATED JANUARY 25,2007 

PSC CASE NO. 2007-00008 

Question No. 36 

Provide employee data in Format 36. 

Response of Columbia Gas of Kentucky: 

Please see the attached schedule. The number of employees, hours per employee and 
wages per employee were placed in each category based on the employee's Home Cost 
Center. A list of current Home Cost Centers is shown below. During the six years 
requested, some Home Cost Centers have been eliminated and new Home Cost 
Centers were added. 

181 5 - VP Technical Operations 
Home Cost Centers - CKY 

P Distribution 

1816 - Measuring & Regulation R Corrosion 
P Distribution 

181 7 - Engineering Services 
P Distribution 

181 8 - Construction Services 
> Distribution 

1825 - Dir. Regulatory R Compliance 
P Distribution 

1826 - Dir Admin Support 
P Distribution 

1854 - Communications 
P Distribution 

2610 - VP/COO; Admin Assist; Accounts payable; Customer Programs 
> Administrative and General 

261 1 '- Customer Phone Center 
P Customer Service and Information 

261 2 - Engineering; Capital learn 
P Construction 



Public Service Commission Data Request Set 1 
Question No. 36 (Cont’d) 

Columbia Gas of Kentucky Respondent: Kelly L. Wumrichouse 

2616 - Marketing and Sales 
> Sales 

261 7 - Human Resources 
0 Administrative and General 

2618 - State Operations ; Directors of Operations and  marketing 
> Administrative and General 

2621 - Lexington Area Field Operations 
> Distribution 

2623 - Frankfort Area Field Operations 
)=. Distribution 

2627 -- Paris Area Field Operations 
G Distribution 

2629 -Winchester Area Field Operations 
P Distribution 

2631 - Ashland Area Field Operations 
P Distribution 

2632 - Maysville Area Field Operations 
P Distribution 

2633 - East Point Area Field Operations 
P. Distribution 

2635 - Administrative - Operations Center 
P Distribution 

2 
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Public Service Commission Data Request Set 1 
Question No. 37 

Columbia Gas of Kentucky Respondent: Kelly L. tiumrichouse 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
ORDER DATED JANAURY 25,2007 

PSC CASE NO. 2007-00008 

Question No. 37 

Provide the studies for the test year, including all applicable workpapers, which 
are the basis of jurisdictional plant allocations and expense account allocations. 

Response of Columbia Gas of Kentucky: 

Columbia Gas of Kentucky’s plant accounts and expenses accounts are 100% 
j 11 risd ict ional . 



Public Service Commission Data Request Set 1 
Question No. 38 

Columbia Gas of Kentucky Respondent: Kelly L. Humrichouse 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
ORDER DATED JANUARY 25,2007 

PSC CASE NO. 2007-00008 

Question No. 38 

Provide a calculation of the rate or rates used to capitalize interest during 
construction for the  test year and the 3 preceding calendar years. Explain each 
component entering into the calculation of this rate. 

Response of Columbia Gas of Kentucky: 

Please see PSCOO38 Attachment. 



PSC0038 Attachment 

168,938 2 05% x 1.0000 2.05% 2.05% 
1,356,907 03457 X 7.22% X 00000 0.00% 0.00% 

COLUMBIA GAS OF KENTLJCKY, INC. 
ALLOWANCE FOR FUNDS USED DURING CONSTRUCTION 

FOR THE YEARS 2003 - 2006 

-_ 2,568,575 0.6543 x 12.98% x 0.0000 0.00~0 0 00% 
-- 3,925,482 I .oooo 

2.05% 

3,463 

2006 
Weighted 

Amount Capitalization cost cost AFUDC 
($000) Ratio Rate Weight Rate Rate 

Neighted Average Short-Term Debt Balance (S) 77,286 4 22% x 1.0000 4.22% 4 22% 
rotal Capitalization 77,286 1 .0000 
Fatal AFUDC Rate 

jhort Term Interest Expense (I) 

4verage of 13 Monthly 
:onstruction Work in Progress Balances 

3,264 

41,887 

2003 

Capitalization cost Cost AFUDC 
Weighted 

Ratio Rate Weight Rate Rate 

1.79% X 1.0000 1.79% 1.79% 
0.3616 x 7.23% x 0.0000 0 00% 0 00% 

Amount 
($000) 

Neighted Average Short-Term Debt Balance (S) 110,517 
-ong-Term Debt Beginning of Year 1,075,924 

2,962,805 
rotal capitalization 4,038,729 
2ommon Equity Beginning of Year -__.__ 

rotal AFUDC Rate 

0.6384 x 1298% x 00000 0 00% 0 00% 
1 .0000 

179% 

Short Term Interest Expense (I) 

4verage of 13 Monthly 

2,542 

2onstruction Work in Progress Balances 88,487 

2005 
Weighted 

AFUDC Capitalization cost cost 
Ratio Rate Weight Rate Rate 

230% x 10000 2 30% 2 30% 
02664 X 9 10% X 00000 0 00% 0 00% 
07336 x 12 98% x 0 0000 0 oox 0 00% 
10000 

~~ 

2 30% 

JVeighted Average Short-Term Debt Balance (S) 
-ong-Term Debt Beginning of Year 
Zommon Equity Beginning of Year 
rota1 Capitalization 
Total AFUDC Rate 

Short Term Interest Expense (I) 

4verage of 13 Monthly 
Zonstruction Work in Progress Balances 

2004 
Weighted 

Amount Capitalization cost cost AFUDC 
($000) Ratio Rate Weight Rate Rate 

103,684 

Amount 
($000) 

Ueighted Average Short-Term Debt Balance (S) 34 1,326 
Long-Term Debt Beginning of Year 1,357,212 
Common Equity Beginning of Year 2,396,266 
Total Capitalization 3,753,478 
Total AFUDC Rate 

Short Term Interest Expense (I) 6,110 

Average of 13 Monthly 
Construction Work in Progress Balances 152,747 

Note - All amounts represent Columbia Energy Group in total, with the AFUDC rate calculated by dividing the Short Term Interest Expense (I) 
by the Weighted Average Short Term Debt Balance (S) 



Public Service Commission Data Request Set 1 
Question No. 39 

Columbia Gas of Kentucky Respondent: Susanne Taylor 
Kelly H um r ichouse 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
ORDER DATED JANUARY 25,2007 

PSC CASE NO. 2007-00008 

Question No. 39 

Provide the following information concerning Columbia and its affiliated service 
Corporation : 

a. A schedule detailing the Columbia costs directly charged and allocated to 
the Service corporation. Indicate the Columbia accounts where these 
costs were originally recorded and whether the costs were associated with 
Kentucky jurisdictional gas operations only, other jurisdictional gas 
operations only, or total company gas operations. For the costs that are 
allocated, include a description of the allocation factors utilized. 

b. A schedule detailing the Service Corporation costs directly charged and 
allocated to Columbia. Indicate the Columbia accounts where these costs 
were originally recorded and whether the costs were associated with 
Kentucky jurisdictional gas operations only, other jurisdictional gas 
operations only, or total company gas operations. 

Response: 

a. Columbia charged the Service Corporation $14,555.47 for PNC bank service 
charges during the 12 months ending 9/30/06. These costs were originally 
recorded as a receivable from Service Corporation. 

b. The Service Corporation billed Columbia $9,541,794.74 during the 12 months 
ended 9/30/06. These costs were billed as follows: 

Service Corporation Costs Amount 
Direct Billed to CKY 3,238,478.02 
Allocated to CKY 6,303,316.72 



2 

Public Service Commission Data Request Set 1 
Question No. 39 (Cont’d) 

Columbia Gas of Kentucky Respondent: Susanne Taylor 
Kelly Humrichouse 

b. continued 

These costs were for total company gas operations. These charges were 
recorded to the following accounts: 

Account 
107 
426 
870 
874 
880 
903 
923 
924 

TOTAL 

Description 
Construction Work in Progress 
Other Deductions 
Operation Supervision & Engineering 
Mains & Services Expenses 
Other Distribution Expenses 
Customer Records & Collection Expenses 
Outside Services 
Property Insurance 

Amount 
246,743.06 

(46.35) 
27,940.64 
17,113.28 
51,326.19 
4,418.24 

9,122,580.95 
71,718.73 

9,541,794.74 

Page 2 of 2 



Public Service Commission Data Request Set 1 
Question No. 40 

Columbia G a s  of Kentucky Respondent: Kelly L. Humrichouse 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
ORDER DATED JANUARY 25,2007 

PSC CASE NO. 2007-00008 

Question No. 40 

Provide detailed monthly income s t a t emen t s  for e a c h  month after t h e  tes t  period, 
including t h e  month in which t h e  hearing e n d s ,  as they b e c o m e  available. 

Response of Columbia Gas of Kentucky: 

Please see PSCOO40 Attachment for the monthly income statements for October, 
November and December 2006. 



PSCOO40 ATTACHMENT 
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Public Service Commission Data Request Set 1 
Question No. 41 

Columbia Gas of Kentucky Respondent: Herbert A. Miller 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
ORDER DATED JANAURY 25,2007 

PSC CASE NO. 2007-00008 

Question No. 41 

List all present or proposed research efforts dealing with the pricing of gas and 
the current status of such efforts. 

Response of Columbia Gas of Kentucky: 

Columbia is operating a Gas Cost Incentive Mechanism (“GCIM”) and Gas Price 
Hedging Program pursuant to the Commission’s Order in Case No. 2004-00462. The 
GClM is a summer commodity program in which Columbia’s gas purchases are 
compared against a benchmark and the difference is shared equally between Columbia 
and its sales customers. The GClM is authorized through October 31, 2008. Under the 
hedging program Columbia purchases a portion of its required winter gas volumes 
through futures contracts or by negotiating fixed prices in physical gas supply contracts 
with gas suppliers. This program is authorized through March 31, 2009. 

Columbia is also operating a pilot Customer CHOICESM program pursuant to the 
Commission’s approval in Case No. 2004-00462. The pilot was implemented April 1, 
2005 and terminates March 31,2009. 



Public Service Commission Data Request Set 1 
Question No. 42 

Columbia Gas of Kentucky Respondent: Herbert A. Miller 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATJON REQUESTED BY THE PUBLIC SERVICE COMMISSION 
ORDER DATED JANUARY 25,2007 

PSC CASE NO. 2007-00008 

Question No. 42 

Provide a schedule reflecting the salaries and other compensation of each 
executive officer for the test year and the 2 preceding calendar years. Include the 
percentage annual increase and the effective date of each increase, the job title, 
duty and responsibility of each officer, the number of employees who report to 
each executive officer, and to whom each executive officer reports. Also, for 
employees elected to executive officer status during the test year, provide the 
salaries, for the test year, for those persons whom they replaced. 

Response of Columbia Gas of Kentucky: 

The requested information contains confidential and proprietary information of Columbia 
Gas of Kentucky, Inc. Attached is a redacted version of the response. The un-redacted 
version is being provided under seal to preserve its confidentiality. 
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Public Service Commission Data Request Set 1 
Question No. 43 

Columbia Gas of Kentucky Respondent: Herbert A. Miller 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
ORDER DATED JANAURY 25,2007 

PSC CASE NO. 2007-00008 

Question No. 43 

Provide an analysis of Columbia’s expenses for research and development ac- 
tivities for the test year and the 3 preceding calendar years. For the test year in- 
clude the following: 

a. Basis of fees paid to research organizations and Columbia’s portion of 
the total revenue of each organization. Where the contribution is monthly, provide 
the current rate and the effective date. 

b. Details of the research activities conducted by each organization. 

c. Details of services and other benefits provided to the company by each 
organization during the test year and the preceding calendar year. 

d. Total expenditures of each organization including the basic nature of 
costs incurred by the organization. 

e. Details of the expected benefits to the company. 

Response of Columbia Gas of Kentucky: 

a. Columbia’s per books test year expenses includes $300,000 paid annually to 
Operations Technology Development Company (“OTD”). OTD was established in 2003 
as a local distribution company directed non-profit corporation administered by Gas 
Technology Institute to pursue strategic research programs and replace the long- 
standing collaborative research of the  Gas Research Institute (“GRI”). For more than 25 
years, GRI was funded by an interstate natural gas sales surcharge to fund gas industry 
directed research and was included in FERC authorized pipeline rates. The GRI re- 
search charges were treated a s  a cost of gas to distribution companies and  included in 
the  gas cost rates paid by end use customers. The FERC phased out mandatory fund- 
ing of natural gas research and development through interstate pipeline rates in Decem- 
ber 2004. 



Public Service Commission Data Request Set 1 
Question No. 43 (Cont’d) 

Columbia Gas of Kentucky Respondent: Herbert A. Miller 

Believing in the continued importance of gas industry research and development 
and in response to the Commission’s expressed interest in continued research and will- 
ingness to consider alternative means of cost recovery, the Joint Stipulation in Case No. 
2002-001 45, proposed a tariff Rider for Research and Development which was approved 
by the Commission effective March 1, 2003. The fees paid to OTD in the test year and 
each of the three preceding calendar years represent the following share of OTD’s total 
budget in each year. 

2003 6.7% 
2004 5.1% 
2005 4.7% 
2006 3.8% 

b. Please see PSCOO43 Attachment. 

c. Please see PSCOO43 Attachment. 

d. OTD budgets are as follows in each year: 

2003 $4.5 million 
2004 $5.9 million 
2005 $6.3 million 
2006 $7.8 million 

e. In general, benefits to Columbia and its customers are enhanced safety (e.g., 
lower leakage rates, less third party damage), enhanced system integrity (e.g., better 
inspection methods, more durable system, better risk assessment), lower O&M costs 
(e.g., reduced costs for excavation, repair, inspection, materials, increased productivity). 
For additional benefits associated with each project, please refer to response to b. and c. 
attached. 

Page 2 of 2 



PSCOO43 Attachment 
Page 1 of 13 

b. The R&D invested in by Columbia Gas under GTI’s OTD Program include the following 
proj ects . 

c. Details of services provided (along with status) and benefits are discussed under each 
project shown in the following: 

Pipe and Leak Location 

IJnderground Facility Pinpointing: The purpose of this project is to provide an independent, 
comparative, technical evaluation of existing facility locating tools that are currently available, 
and to develop enhancements or engineering modifications to the most promising tools, if needed, 
to provide optimal performance in locating buried natural gas lines. GTI is testing and evaluating 
existing locating tools in a side-by-side companion under simulated field conditions such as pipes 
at multiple depths, various soil conditions, pavement types, and in the presence of electrical 
conductivities. One of the objectives is to determine which tools perform best under the testing 
scenarios. A second objective is to improve the performance of the tools as needed to maximize 
their effectiveness and reduce costs for gas operations. A main focus of this project is support for 
expanded use of keyhole and micro-excavation procedures. For keyhole and micro-excavation 
produces to be successfully used, buried utilities have to be precisely located. Current locating 
technology does not provide the level of accuracy and reliability needed for keyhole-type 
procedures. 

An exhaustive side-by-side comparison of standard electromagnetic locators comprised the 
majority of the research effort thus far. An investigation of the capabilities and limitations of 
ground penetrating radar (GPR) was perfonned. Alternative imaging tools were also explored to 
find new technologies that might be applied to the utility locating industry. The results of this 
research work will allow sponsors to make better decisions regarding selecting locating 
equipment and procedures. 

Benefits of this project are enhanced safety and operating and maintenance (O&M) cost 
reduction. 

Miniature Methane/Ethane Detector for Leak Surveys: Previous gas-industry-sponsored 
work has resulted in the development of optical methods of finding gas leaks by detecting 
methane and, more recently, ethane. The presence of ethane in gas leak positively confirnis that 
the leak is related to natural gas, and not “swamp gas” or other sources of methane. This 
confirmation eliminates the cost of gas sampling and analysis, minimizes multi-party discussions 
and time for the gas industry, thus reducing the cost of operations. 

The principal technical hurdle for ethane detection has always been the measurement 
of the small ethane signal within a large methane background that may be 100 times higher in 
concentration than the ethane concentration to be measured. To overcome this hurdle, a two- 
modulator, closed-loop approach is now being evaluated by operating two modulators side-by- 
side. Two systems were assembled with their own modulators, one set up for high ethane 
sensitivity and the other set up for high methane sensitivity. Development and testing of a 
laboratory-scale integrated prototype system using this two-modulator approach will be the next 
step. 

Benefits of this project are enhanced safety, reduction in natural gas leakage, and lower O&M 
costs. 

Hand-Held Acoustic System for Plastic Pipe Location: Past GTI-sponsored research has 
successfully demonstrated that active pulsed-echo sonic technology can detect and locate small- 



PSC0043 Attachment 
Page 2 of 13 

diameter pipes, including PE pipes, to the depth of 5 feet in a laboratory environment. In 
addition, attenuation measurement data sets collected by a thrd party from soils around the 
United States were applied to the current system to perform mathematical analysis on the 
applicability of the system. This analysis showed that a laboratory-grade acoustic system has a 
potential for detecting 1.5 and 4-inch diameter pipes at a depth of 3 ft for SO% and 100% of soils 
in the United States, respectively. 

In this project, the laboratory-grade pulse-echo pipe location system was designed into a hand- 
held system for application to buried pipe detection. The system includes data acquisition and 
processing boards powered by a battery, transducer and receiver arrays in a cane-like setup, and 
data display system. The system was field tested with participating utilities for detecting buried 
pipes, 1 to 6 inches in diameter at depths from 6 inches to 10 feet. The data collected at each 
location required less than two minutes and the analyzed data will be displayed to the system 
operator. The next effort was to extend the R&,D to improve inspection speed, provide a more 
universal transducer, "ruggedize" the equipment for actual field use, make the equipment easier 
to use, all needed for the design of the final system. 

Benefits of this project are enhanced safety, enhanced system integrity, and lower O&M costs. 

Remote Laser Leak Surveys: Current leak surveys of natural gas distribution systems involve 
use of "flame packs" and the mobile Optical Methane Detector (OMD). Both of these leak 
location technologies require that the detector be brought in contact with the gas leakage plume, a 
very labor-intensive effort. The Laser Line-scan Camera (LLC) technology being developed 
under the on-going project with Laser Imaging Systems, Inc. (LIS) and AVISYS, Lnc. allows 
"stand-off" inspection of both mains and service lines out to distances of 30 meters from a 
moving vehicle. The primary objective of the proposed project is to evaluate/improve the 
detection limit and inspection speed of the LLC, and to make the system more user-friendly. This 
will be accomplished by conducting additional testing in laboratory, in field, and upgrading 
various components of the current LLC design. Technical issues including laser design, excessive 
equipment vibration, and signal-to-noise ratio challenges have been resolved, and the final design 
of a production prototype is under way. 

Benefits include enhanced safety, reduced natural gas leakage, and lower O&M costs. 

Integration of Electromagnetic and Acoustic Obstacle Detection Systems for Utility 
Construction Operations: This project focuses on integrating the drill-head mounted 
electromagnetic (EM) obstacle detection sensors under development at Maurer Technology, Inc. 
(MTI) with the surface deployed acoustic sensors being developed by Folsom Research, Inc. 
(FRI). The objective of these projects is to provide real-time detection of underground utilities 
during horizontal directional drilling (NnD) operations during installation of pipes. The current 
technology development research is hnded by GTI with cofunding from several utilities. 
Together, these technologies have the potential to prevent striking and damaging buried utilities 
during creation of the pilot hole or during back reaming operations. The warning and detection 
circuitry would be electronically tied to the drill string rotation and forward advance controls so 
the drill string can be automatically stopped before a strike can occur. By combining these two 
technologies into a single, integrated display it would be possible to successfully detect buried, 
energized cables, as well as steel, plastic, clay and concrete pipes. 

The specific objectives of this project are to: (1) improve the noise generation capability for 
acoustic technology, (2) design a wireless radio lirlk between the matrix of acoustic sensors and 
their processor to simplify field operation, ( 3 )  reduce the size of the EM electronics and sensors 
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mounted in the jet head for use in smaller utility directional drilling rigs (4) integrate the data 
acquisition, processing and display of the acoustic and EM sensors, ( 5 )  work with leading drill rig 
maniifacturers to incorporate autornatic stoppage of drill string rotation and advance when 
obstacles are detected within a few feet of the boring head, and (6) conduct field trials of the 
integrated obstacle detection system in support of commercialization. The development of the 
integrated acoustic detection system using both passive and active detection has been 
accomplished. Integration of the acoustic system into the drill head of the HDD system has been 
completed. “False positive” signal issues from the EM detection system have been resolved. 
Testing of the improved EM subsystem will be conducted, and then fmal integration of both the 
acoustic and EM subsystems into the final design and field testing of the integrated system will 
occur. 

Benefits include reduced third-party damage, enhanced safety, increased system integrity, and 
lower 0&M costs. 

Digital Leak Detector: GTI is developing a digital leak detector (DLD) that can be used to 
reduce the number of excavations required to locate and repair a leak. This instrument uses state- 
of-the-art digital signal processing techniques to minimize the effects of background noise. 
Although this instrument was initially targeted for use on systems operating at pounds pressure, 
field-trial results show promise for low-pressure systems. The leak pinpointing accuracy of the 
DLD also makes it a prime candidate for use with keyhole leak repair. The DLD finds the source 
of a leak from the acoustic signal created by the escaping gas. Unlike the gas, this acoustic signal 
cannot nligrate away Gram the leak. Because the acoustic signal of a buried leak is small and 
localized, the instrument must be very sensitive. It must also be able to minimize the effects of 
background noises on the leak signal. 

The DLD is an outgrowth of the Digital Sonic Leak Pinpointer (DSLP), a project developed 
through GTI’s Emerging Technology Sustaining membership Program (SMP). The DSLP was 
tested from coast-to-coast at six utilities. L,eak trial results in Chicago in heavy clay were very 
successful. Several leaks, including a leaking six-inch water column cast-iron sleeve and a 
leaking 2O-psig, cast-iron joint, were correctly pinpointed. These pinpointing results were verified 
by excavation. Leaks incorrectly located with a combustible gas indicator (CGI) have been 
accurately pinpointed acoustically. Several iinprovenients were identified and are being 
implemented in the new instrument, the DLD. An optical-fiber accelerometer developed by the 
Naval Research Laboratory shows great pronlise in increasing sensitivity and durability. The 
resulting unit will be low cost, easy to use, and have increased sensitivity and noise-management 
capabilities. Field trials began in January 2005 on 17 psig bare steel lines. The fist  leak 
pinpointed by the DLD could not be pinpointed with a CGI because of high moisture content in 
the soil. With the DLD, the leak was pinpointed to witllin six inches. 

Benefits include enhanced safety, reduced gas leakage, and lower OgtM costs. 

Pipe Materials, Repair, a i d  Relt abilitation 

Noninterrupted Meter Changeout Kit: Gas LDC’s are always loolung for opportunities to 
increase productivity using their current workforce. Conipounding this issue, LDC’s rarely have 
the luxury of being able to coordinate meter changeout work with their customers to get into their 
homes to perform this operation on the fist  attempt. Further, when the task of changing a 
customer’s meter is performed, the customer temporarily loses gas service, leading to customer 
dissatisfaction. The ability to perform routine meter exchanges without the disruption of 
customer service would not only increase worker productivity but would lessen the negative 
impact on custoniers of service intemptions during meter changeout. 
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This project is focusing on developing tlie required, tooling, processes, and procedures that will 
allow the successful exchange of residential and conmercial meters without the need to disrupt 
customer service. The fabrication of alternative, competing designs for meter changeout kits has 
been completed. Field testing of the alternatives will be conducted next. 

Benefits include lower O&M costs, and increased system reliability. 

Evaluation for Impact of “Reworked” Plastic Pipe: U.S, manufacturers of polyethylene (PE) 
pipe routinely examine newly extruded PE pipe to ensure that it meets industry standards. Pipe 
lots that do not meet standards are set aside for reworking. In the rework process, the 
manufacturers regrind the rejected PE material and n i x  this regrind in with new PE resin. This 
reworked material n ix  is then re-extruded to form new PE pipe. 

ASTM D2S 13 and its respective annexes and references govern the requirements and test 
methods to characterize the material properties of plastic piping materials for use in gas 
distribution applications. However, the standard gives no guidance as to: the acceptable amount 
of reworked material that can be added to new PE resin, appropriate storage conditions for 
rejected pipe, standards for cleanliness in the storage area, effects of exposure to the elements vs. 
storage under cover, and duration of time that rejected pipe can be stored before it is reworked. 

Tlis project has worked with plastic pipe manufacturers to produce parametrically controlled 
specimens for testing and evaluation. Both medium- and high- density PE samples with varying 
percentages of reworked material have been tested. 

The objective of this project is to perform and report on relevant testing on reworked PE pipe to 
ascertain the impact of the various process control parameters with respect to critical PE pipe 
performance-related concerns - dielectric breakdown, slow crack growth (SCG) resistance, and 
rapid crack growth (RCG) considerations. Several of these considerations are not currently 
specified within the ASTM 25 13 criteria. 

Based on tlie overall results of the program and taking into account prudent worlunanslip 
considerations, the rework steering cornnittee developed consensus-based recommendations 
focusing on prudent manufacturing processes, which minimize the potential for introducing 
contaminants during the production process. Furthermore, the committee proposed that these 
reconmendations should be incorporated witlin the AGA Plastic Pipe Manual, Plastics Pipe 
Institute TN-30, and ASTM I32513 standard and specifications to ensure lasting implications and 
benefits of this program, 

Benefits include enhanced system safety and integity, and lower O&M costs. 

Increase in Pipe Design Factor: There are two primary lliiplications associated with the change 
in design factor. First, for a given pipe size - diameter and wall thickness - there will be a 
corresponding increase in tlie calculated design pressure. Second, for a given design pressure, one 
can utilize a tl-Linner wall piping material. The latter would have a tremendous impact from both 
an economic viewpoint and fiom capacity and deliverability Considerations. 

GTI is studying the effect of an increase in the design factor and the associated pipe geometries 
with respect to its impact on capacity considerations. GTI is employing the use of Stoner models 
to determine potential gains in capacity on low, medium, and high pressure systems. In addition, 
once buried, plastic piping systems are exposed to various external loads that niust be taken into 
account. GTI is perfonning analytical modeling to deternine the impact on external loads and 
soil conditions on thinner wall pipes. GTI is also investigating additional design considerations 
based on input and feedback from the stakeholder group. 
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GTI will then develop comprehensive technical data to cliaracterize the impact of an increased 
design factor on critical construction, maintenance, and operations practices including joining and 
squeeze-off. On the basis of the nlinimnurn material performance based requirements and testing 
data, perform targeted field installations under a waiver to install PE piping under an increased 
design factor. At the conclusion of the overall effort and on the basis of the data, it is expected 
that there will be adequate teclmical justification to enable the U.S Department of Transportation 
(DOT) to amend requirements within Part 192.12 1 for the increase in the design factor. 

GTI has completed over 50% of the required testing. The results to date are consistent with 
expectations -there is a lower bound limit on the SDR values for a given pipe size that can 
safely be used. Presentations were made at each National Association of Pipeline Safety 
Representatives (NAPSR) meetings in order to provide proactive communications. 

Benefits include lower O&M costs and enhanced system deliverability, while maintaining system 
integrity and safety. 

Development of Inflatable By-Pass Stopper and Repair: Today’s gas line-stopping equipment 
is virtually the same as the natural gas industry has been using for over many years. The 
equipment is heavy, takes multiple people to install, and is time consunling to use and costly to 
maintain. The objectives of this project are to continue the development and testing of GTI’s 
Inflatable Stoppers, originally developed for PE pipe, for adaptation to operations on additional 
pipe materials such as steel, cast iron, and PVC plastic pipe, and to expand the PE pipe sizes the 
Stoppers can be used on. These Stoppers will continue to have a bypass feature that allows the 
gas to continue to flow downstreani beyond the break, enabling continued service to downstream 
customers. 

Through an iterative design and development process, GTI has successfully developed a 
conxnercial ready prototype 2-inch inflatable bypass stopper technology capable of 
providing a full in tend circumferential seal to shut off the flow of gas. This teclmology 
has been tested under a wide range of damage and flow conditions that can be 
encountered in the field. 

Benefits include enhanced safety, enhanced deliverability, and lower 0&M costs. 

50- to 70-Year Maintenance-Free Pipeline Coatings for Critical Locations: With new 
requirements for pipeline integrity management and assessment, operators are faced with the 
challenge of assessing their pipeline’s integrity. Some sections of a pipeline segment are, by their 
very nature, more difficult to asses or maintain integrity on. Tllis includes pipelines running 
through casings, or pipes running through contaminated soils. The objective of this project will 
be to take a relatively mature atmospheric and underwater coating technology (thermal spray or 
metallizing aluminum- or zinc-based coatings), with tremendous corrosion and mechanical 
daniage resistance, and move it successfully into below-ground, pipeline and distribution system 
applications. 

Field trials were conducted of candidate systems, including a flame powder spray systeni with 
pure Aluminum and a Sulzer Metco cornbustion wire system appears to be robust and can coat 
irregular surfaces including corners and edges. 

Benefits include enhanced system integrity, enhanced safety, and lower 08cM costs. 

Excavation and Site Restoration 
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Micro-Excavation System Applications: This project is part of the overall Micro-Excavation 
Systems Program to develop equipment, tools, sensors, materials, and procedures to access, 
examine and maintain buried pipe through two, 2” diameter excavations. The initial project, to 
develop a method of excavating a cylindrical space around a pipe is already underway with 
funding from SMP. In this project, devices to detennine the condition of the pipe and pipe 
coating will be developed. 

The ob,jectives of this project are to: ( I )  develop a prototype articulating device to hold sensors, 
tools and light sources, and to successfully deliver them through a 2” opening down to a buried 
pipe, (2) evaluate prototype sensors to examine a section of pipe through a micro-excavation 
opening to inspect for corrosion, coating conditions and wall thiiming, (3) evaluate the effects of 
creating small voids around the pipe during micro-excavation, and to determine methods to 
sufficiently backfill and compact micro-excavation openings, (4) evaluate existing anaerobic 
sealing tools and procedures for use in micro-excavations, (5) develop methods to install anodes 
on pipes through nicro-excavations, and (6) evaluate methods to abandon gas services through 
micro-excavations. Initial field testing of prototype tools has been conducted. Based on results 
of those tests, a redesign of tools was accomplished and the tools tested at GTI labs. 

Benefits of this project include lower O&M costs and less traffic interruptions. 

Safety and Performance Evaluation of Plowable Fill around Buried Pipe: Utility companies 
and municipalities face continuous challenges over the quality and durability of pavement 
restoration practices. Their goal of achieving high quality and long-lasting repair has resulted in 
various requirements regarding the selection of bacMill material and compaction control 
specifications. One of the backfiIl materials that is regularly required by several municipalities 
and used by utility companies is the ‘Controlled Low-Strength Material’, commonly known as 
‘Flowable Fill’. This material has the advantage of providing a fast setup time while insuring 
uniform density and adequate pavement support. 

However, several issues regarding the use of this material in trench backfill around utility pipes 
still need to be addressed. These issues are mainly related to structural performance of the buried 
pipes, effect of flowable fill on pipe corrosion, gas leak migration and detection through the 
flowable fill “cap”, and the difficulty of re-excavation for repair. These issues are being 
investigated in long-term tests in full-road size paved sections. 

The objective of the proposed research is to perform a comprehensive evaluation of pipe-flowable 
fill interaction and the si,onificance, if any, of these issues on the safety and performance of the 
system. Such evaluation will help utility companies, municipalities, and highway agencies in 
identifying the parameters that influence pipe safety and in making educated decisions about the 
use of flowable fill material with certain pipe types and performance requirements. 

Constniction of field test sections is complete for the evaluation of gas leak detection, cathodic 
protection, and an assessment of backfill under traffic loads. Long-term monitoring of the test 
sections is in progress. 

Benefits include fewer re-excavation situations and lower O&M costs. 

Development/Enhancement of Trenchless Service Installation through Keyholes: The 
extensive use of trencldess technology for installing, replacing or renovating underground utility 
services is relatively new. Trencldess technology includes a large €amily of methods utilized for 
installing and rehabilitating underground utility systems with minimal surface disturbance 
resulting from excavation. This technology is especially valuable for minimizing street cuts, 
pavement restoration, landscaping repairs, and reducing the public impact of installing or 
renovating gas distribution piping. 
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Recently, some utilities and contractors have successfully used keyhole teclmologies to reduce 
the cost arid public impact of repairs to existing piping. Especially applicable in urban 
environments, as with other trenchless techniques, keyhole technology involves the development 
of pavement cutting, micro- and vacuum excavation, maintenance tools, and other technologies 
that allow operators to make repairs through small openings. Keyhole excavation has clearly 
provided gas companies with great benefits over standard excavation and restoratioii techniques. 
However, most of these companies will agree that additional keyhole tool development is needed 
if they are to obtain the full value of keyhole practices. Ongoing research to further develop and 
refine these technologies will help ensure that the gas industry continues to benefit from cutting- 
edge construction technology. 

This project will develop, design and fabricate a trenchless tool that will have the ability to install 
services in small holes (1 2 to 18 inches in diameter). The prototype tool will be lab tested at GTI 
and then field tested with member L,DC’s. The testing will be performed in varying soil 
conditions and service line distances. 

The goal of this project is to be able to start a piercing tool from the house and consistently l i t  a 
12 or 18 inch keyhole while maintaining proper depths. 

A conceptual mechanical steering design that conibines the advantages of a traditional piercing 
tool with the steering features of horizontal directional drilling was developed. It has the high 
steering potential of an articulated head, the compactness of the force-induced moment 
mechanism, and the simplicity of a drag-induced steering mechanism. It was designed to be 
attached to the front of a traditional piercing tool and can potentially be used to retrofit existing 
units. A prototype was built for feasibility purposes; with a second prototype built for evaluation 
and field testing to validate the piercing tool’s trajectory and travel abilities. Initial testing was 
positive, with the tool proving a turning radius of 80 feet. Work is ongoing to incorporate an 
orientation technology into the tool to determine its position and head orientation. 

Benefits include lower O&M costs. 

Pipeline Inte.ci.itv Marzareiiient and Automation 

Reduce Mandated Inspection Costs through Remote Field-Eddy-Current Inspection of 
Unpiggable Lines: The Office of Pipeline Safety has introduced niles that require inspection of 
pipelines and distribution mains in high consequence areas by pigging inspection, hydrostatic 
testing, or direct assessment. Of these three choices, pigging costs the least while provide the 
rnost information on the condition of a pipeline. Unfortunately, rnost pipelines and high-pressure 
distribution mains cannot be inspected with current pigging technologies because of diameter 
changes, short-radius elbows and initer bends, offsets, reduced port valves and plug valves, and 
limited access to the pipeline. An exanination of technologies that could inspect these unpiggable 
pipelines quickly leads to the conclusion that the Remote Field Eddy Current (RFEC) technique 
offers the potential to inspect unpiggable pipelines. The technique should provide inspection 
precision comparable to that of magnetic flux leakage, but does not require sensor contact with 
the inside wall of the pipe, which means it can be made much smaller than the pipeline diameter. 
The technical objectives of the program are to: (1) prove the feasibility of inspecting unpiggable 
pipelines by RFEC inspection, (2) develop a detailed plan for taking the project to the prototype 
stage and commercialization, (3) build a prototype and test it in an unpiggable pipeline, and (4) 
transfer the technology to a manufacturer and a pipeline inspection conipany. 
GTI is currently engaged in making the measurements needed to design a prototype RFEC device 
that will travel through the types of obstructions found in unpiggable pipelines. As part of a larger 
U.S. Department of Energy program on unpiggable pipeline technologies, the prototype will be 



PSC0043 Attachment 
Page 8 of 13 

designed for use with the Explorer I1 robot being developed by Carnegie Mellon University’s 
National Robotics Engineering Consortium with support from NYSEARCH. 

Benefits include enhanced system integrity and lower O&M costs. 

Camera Inspection on Live Mains: TJsing internal inspection cameras in live conditions with 
keyhole access to pipelines will result in significant savings due to smaller excavations and 
simpler restorations. The ability to have continuous video footage of the internal condition of gas 
pipes will allow utility operators to accurately, more easily, and less expensively evaluate 
pipelines. This will assist utilities in making decisions about pipe replacement and repair without 
interrupting gas transmission. Successful development will provide utilities with an improved 
method to: ( I )  locatejoints, services, taps, and other features, (2) locate “hard to fmd” or lost 
services and mains, (3) perform more thorough internal corrosion investigations, (4) locate 
standing or flowing water, ( 5 )  identify the source of water idiltration, (6) verify proper valve 
operation, (7) identify graphitization in cast-iron pipe, (8) inspect welds on steel pipe or ksions 
on plastic pipe, (9) locate blockages, (10) identify types of pipe in the system, (1 1) inspect liner 
installations, (12) pinpoint directional bore damages, and (1 2) re-inspect for rehabilitation 
projects. 
Interactions with project participants and other key players have identified the parameters of the 
project, including suggested modifications to the ULC Robotics camera. Development of a 
camera “launch” system for gas main insertion has been completed. A prototype control unit and 
camera system has been developed. 

Benefits include enhanced system safety, enhanced system integrity, and lower O&M costs. 

Monitoring Internal Corrosion Using Fluidized Sensors: The overall approach is to develop 
thin-film sensors that can detect corrosion and mount them on motes”, a mobile, wireless 
networking system developed originally at University of California, Berkeley. Such a system 
could be used on non-piggable pipelines to remotely detect (not just predict) the presence of 
water and corrosion. In tlie first phase, corrosion sensors will be developed and the motes design 
will be made to the point of making a decision to go further in the project. In the second phase, 
the concept will be taken to an engineering phase and field deinonstration will be made. 

The objective of the project is to develop sensors on the order of a few n~ to a cm in size that 
can be introduced into the gas stream and then flow with the gas and accumulate at likely 
locations of internal Corrosion. The sensors will then positively detect the presence of water, 
measure its corrosivity, and determine the likely internal corrosion rate at that location. Such a 
system could be used on non-piggable pipelines to remotely detect (not just predict) the presence 
of water and corrosion. This type of infomiation would reduce the total number of required 
excavations or eliminate the need to excavate the pipe altogether. 

Sensors have been mounted in acrylic spheres of various candidate materials, and subjected to 
stress tests to deternGne durability. Sensor location tracking methods have been validated in 
laboratory tests. Prototype sensor injector and retrieval systems were developed. A low-pressure 
flow loop has been designed and initial testing of the mounted sensors has occurred. 

Benefits include enhanced system safety, enhanced system integrity, and lower O&M costs. 

Operations In fiastructuse Suppost 
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Develop a CD-Based Learning Module to Educate Fire and Police on Natural Gas 
Emergencies: This pro; ect is concentrating on the design, development and delivery of a 
coniprehensive new education program for use by gas conipailies to educate Fire and Police 
Professionals on issues relating to natural gas emergencies. The education materials will be 
developed and presented in a CD-ROM forniat, and will be intended for use by Fire, Police and 
other First Responder Professionals either in a classroom environment, or as a self-teaching tool. 
There will be self-test questions so that the users can check their progress. Tlie topics covered in 
the education program will be determined by the participants, but will be expected to 
include: natural gas basics, gas distribution system description and operation, transmission system 
description and operation, system devices: piping, meters and regulators, gas leaks (both inside 
and outside of structures), leaks resulting Goni fires, unusual problems, distribution and 
transmission system emergencies, natural disasters, third-party damage, terrorism, working with 
the local gas distribution company, and working with local, state and federal emergency agencies. 

Development of the module is under way. 

Benefits include enhanced safety. 

Enier',oiizp techno lo.^^ Sustaiiziiip Mein beislziu Pioziaiit (SMP) 

Columbia Gas, tluougli OTD, also contributes to the GTI SMP Program to provide the applied 
research foundation for additional gas R&D advancements. Operations projects are shown 
below. 

Sensors to Predict Metal Gas Pipe Breakage: In natural gas systems, repairheplace decisions 
must be made when steel gas pipelines are in earthquake and soil movement zones. Currently, 
there is no reliable method of measuring stress in the pipe wall. In distribution systems, pipe 
breakage due to bending stress is an important cause of metal main failure. This stress can arise 
from soil settling, heeze-thaw cycles, traffic vibration, or soil disturbances. Bending stresses can 
also rapidly increase corrosion in steel mains. The measurement of stress in pipelines on bridges 
and under river crossings are other applications for the technology. The benefits of this 
technology will be reduced incidents of pipe failure, more optimized repairheplace decision 
making, increased system integrity, and lower O&M costs. 

Stress in materials such as steel causes small changes in the velocity of sound through the steel. 
Accurate measurements of the sound velocities can be used to determine the absolute state of 
stress. The objective of tllis project is to develop an acoustic bi-refringent technique to make in- 
situ ~iieasurements of existing stress in gas piping. The technique could be applied internally or 
externally. 

Dual Wave Non-Invasive Pipeline Inspection: Integrity management efforts are increasingly 
important in today's regulatory environment, and will become inore critical in the next few years. 
There is a critical need for advancements in pipeline inspection for the over 50% of transmission 
lines that are unpiggable, and for the feeder mains and higher pressure distribution piping that 
will need to be examined more thoroughly and more often. The methods that exist are expensive, 
require experts to operate and analyze the data, some require extensive excavation, and offer 
limited range. Current long range ultrasonic testing (LRUT) requires an excavation of the 
complete pipe circurnfereiice to install test equipment; requires expert technicians to interpret the 
test data; and delivers test distances of 100 feet. Testing needs to be less time and labor intensive. 
Real time monitoring of crucial pipeline segments to detect third-party damage, or sabotage, is 
needed. Recording a pipeline se,gnent's baseline signal, its "signature", could be done at any 
time. Monitoring equipment could generate a signal through the pipe continuously. Subtracting 
the baseline signature from the monitor signal would identify real time anomalies by exact time 
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and location. The benefits of this project include enhanced gas system integrity and lower O&M 
costs. 

The technical objectives of this project are to design the equipment necessary to send long range 
acoustic waves through both tlie pipe wall and the pipe cavity, detennine if constructive 
interference, the combination of the two waves, would amplify the anomalies and mininzize the 
noise and ghost transnlission, find the proper combination of wavelengths that would produce the 
niost accurate long range testing, develop signal analysis protocol for pipeline segment signals. 
Develop baseline signature protocol and determine if real time monitoring is possible, develop the 
electronic equipment necessary for real t h e  ~nonitoring and alann signaling, and exanzine 
alternative physical phenomena for excitation and inspection including electromagnetic, acoustic, 
and transient stress waves. 

Noise Management for Acoustic Real-Time Damage Detection: A method of preventllig or 
detecting third party damage is of major concern to the natural gas industry for both transmission 
and distribution conipanies. As new construction continues to encroach on pipeline arid rights-of- 
way, tlie consequences of third party damage may increase. Acoustic teclmiques have been 
proposed for real-time identification of tlzird party contact with gas lines. However, keeping the 
equipment’s signal-to noise ratio high enough for detection and yet minimizing “false positives” 
remains a challenge. The benefits of this project will be reduced incidence of third party damage, 
enhanced system integrity, and lower O&M costs. 

Work sponsored previously by GTI has shown that impacts to a pipeline can be detected with 
sensors attached to the outside of the pipeline. Demonstrations at three sites have proven that the 
technique is feasible. The hrther proof-of-concept issues are: (1) background noise management, 
which have economic implications, that is, how far apart can the sensors be spaced and (2) 
development and demonstration of hardware that will work in the field and be capable of 
surviving lightening strikes and other damage. In ideal conditions (quiet, rural areas), simulated 
impacts can be detected over three nziles away. However, most applications will be in urban 
areas where the background noise is greater. This requires effective noise management 
techniques. 

Smart Cathodic Protection Monitor: TJtilities are required by tlie 7J.S. Department of 
Transportation (DOT) to monitor the cathodic protection status of their buried inGastructure to 
ensue tlial it is adequately protected from corrosion. Cathodic protection test points are often 
difficult to access in urban environnients. They can be paved over or otherwise lost because of 
construction activities. Even accessible test points in street boxes can expose crews to traffic 
hazards. Capturing data in the field environment can be difficult. Automatic logging technology 
can prevent transcription error or lost records. The benefits of this project are reduced corrosion 
of metal pipe systems, enhanced system integrity, and lower O&M costs. 

The objective of this project is to develop a wireless, cathodic protection monitor that can be read 
during a walk-by survey. The preferred form of the transponder is a direct burial device that is 
electronically locatable from above ground. The buried transponder must have a lifetime of 15 
years or more. When interrogated, the transponder will as a minimum return the pipe-to-soil 
potential and a unique serial number for that transponder. The pipe-to-soil potential is read with 
respect to a National Society of Corrosion Engineers (NACE) standard, permanent-burial 
reference cell. The reading device must be small enough to be hand carried. The reading device 
will store the data received from the transponder along with a time and date stamp. The stored 
data can be downloaded to a desktop PC at a later time. 
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Test & Development of the Impact of High-pressure Liners (IPL) on Gas Operations High 
pressure pipes (pressure >loopsi) can develop leaks due to corrosion, connections, or joints. The 
W L  has been shown to seal existing leaks and prevent future leaks in high pressure applications. 
However, the product can potentially provide additional operational benefits. With the stage 1 
product conmiercially available and early field trial installations planned, GTI can now evaluate 
the ecoiiomics of using the new technology relative to alternative construction options. Utilities 
will also need to have defined operational methods and procedures for maintaining Iined pipes, 
for instance, how to attach service lines through HPL~ Only after these issues are answered, will 
acceptance and use of the HPL product will increase. While paradigms and traditional pipeline 
practices will not be easily overcome, a robust technical and economic foundation and 
understanding of the HPL will help operators utilize the benefits of lining technology. The 
benefits of this project will be to enhance system integrity and lower O&M costs. 

There are t h e e  primary objectives for this project: (1) document field trial results to technically 
and ecoiiomically compare HPL, construction with alternative constructioii methods, (2) perform 
tests to evaluate the technical performance of the HPL product in preventing leakage after a 
catastrophic joint failure, and detenniniiig if the HPL, changes the mode of failure from that of 
unlined pipe, and (3) address operating issues related to installing an HPL, (pipe tapping, service 
installation, post-lining pipe inspection, etc.). 

Implementation of Flame Spray Coating Technology for Field Applied Coating: A problem 
exists with coating irregular sliapes (valves, tees, elbows, etc.) in the pipeline industry. Complex 
shapes with edges, comers, and bends do not lend themselves to easy coating with tapes or shrink 
sleeves. Epoxies can have excellent adhesion, but do not have the impact resistance of 
thermoplastics like polyethylene (PE) and polypropylene (PP). Mastics are sensitive to handling 
and have poor penetration, impact, and high temperature properties. What is needed is a man- 
portable, field-friendly system to field apply high-performance coatings onto irregular shapes (in 
addition to girth welds). GTI has developed and performed initial testing on a two-layer field- 
applied coatings system for pipelines that provides superior protection to hard-to-coat shapes. It 
consists of a 100% solids, brush-on epoxy primer with a sprayed-on thermoplastic (PE or PP) 
topcoat. The system was developed for the field-applied coating of girth welds from prior SMP 
work. The system should work with (Le. bond to) both Fusion Bonded Epoxy (FBE) and 3-layer 
[PE or PP over FBE] plant-applied, ~nainliiie coatings. It should have excellent adhesion, 
hardness, impact, penetration, abrasion, and cathodic disbondment testing properties and be 
temperature stable. The benefits of this project are enhanced system integrity and safety and 
lower O&M costs. 

The objectives of Phase 1 of this project are: (1) determine the irregular sliapes that SMP 
ineniber operators have the most problems with; (2) determine the typical service conditions 
(temperature, mainline coating type, etc.) they operate under; ( 3 )  working with industrial partners 
already interested, select appropriate prirnerltop coat combinations to meet tasks (1) and (2) 
above; (4) coat irregular shapes in the lab and quantify perfomiance through standardized 
mechanical, physical, and electrochemical testing under the conditions defined above; and ( 5 )  
compare results with current coating technology (tapes, mastics, gels, cut sleeves, and stand-alone 
liquid systems). The objectives of Phase 2 are to: (1) coat full-size irregular shapes at the GTI 
field facility and bury for accelerated field testing in different soil conditions; (2) coat irregular 
shapes at a volunteer SMP company site for field trials; and (3) transfer final technology to SMP 
ineniber companies with comiercial/industrial partner assistance. 

Sediment Management Characteristics Techniques - Adjacent to Manufactured Gas Plant 
(MGP) Sites: Existing methods for remediation a id  management of sediments at contaminated 
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sites (including former MGP sites) are based on the total levels of containinants present in the 
impacted sediments. Tllis is an unrealistically stringent approach, as has been recently 
demonstrated in the case of contaninants in soil by GTI’s Environnieiitally Acceptable End 
Points (EAE) Program. This program has shown that containinants in soil frequently pose little or 
no hazard when they are strongly bound and sequestered into the soil and are, therefore, not 
available to receptor organisms. The benefits of this prqj ect are reduced environmental impacts 
and lower environmental compliance costs. 

The objectives of this project are to derive methods and protocols for determining the amount of 
contaninants in impacted sediments that are actually bioavailable. This will allow the 
foniiulation and generation of revised risk-assessment models that will more accurately reflect the 
hazard posed by these materials. It is expected that this will allow for more economical 
management of contaminated sediments (by reducing the volmne of material that must be 
managed and/or remediated), whle still protecting human health and the environment. 

Chemical Fingerprinting - Improved Database & Methodologies for Enhanced 
Environmental Forensic Analysis: Recent trends in environmental remediation, particularly of 
fomier MGP sites, have increasingly used environmental forensic techniques to identify specific 
wastes. However, currently available analytical methods of environmental forensic techniques do 
not have enough conclusive discriminating power to insure scientific accuracy, reproducibility, 
and overall confidence in the use of chemical fingerprinting to characterize complex MGP 
wastes. These wastes, primarily dense non-aqueous phase liquid (DNAPL,) tars consisting of 
polycyclic aromatic hydrocarbon (PAH) compounds, are often aged, exceptionally dense, 
comningled with other wastes, and subjected to weathering over extended periods of time. 
Although application of gas chromatography/flarne ionization detector (GCFID) and gas 
chromatography/mass spectrometry (GCMS) have been very effective in helping identify sources 
of general environmental contamination, chenical fingerprinting of very low level PAH’s, often 
associated with urban background waste or endemic PAH’s, has been highly problematic due to 
chemical interferences and analytical detection problems. The benefits of this project are to allow 
scientific assessment of the sources of PAH and reduce environmental compliance costs. 

The objective of this project is to develop and verify a specific forensic chemistry tool 
(GChsotope ratio - IRMS) for application to site investigation, particularly for examination of 
low-levels of PAH’s, often inaccurately associated with former MGP operations. 

Pipe Infrastructure Degradation Prevention: One of the highest operational costs in the gas 
industry is the maintenance and gas line replacement that must be performed to control system 
degradation due to corrosion. The issue addressed by this project is to obtain data to quantify the 
specific contribution of microorganisms to corrosion, and to try to determine the type(s) of 
microbial metabolism that result in the greatest corrosion. An improved understanding of 
microbial influenced corrosion (MIC) will iniprove the long term integrity and safety of pipeline 
and transmission line systems and reduce O&M costs. 

The objectives of this project are to: (1) detennine the specific contribution of microorganisms to 
corrosion; (2) determine the type(s) of nicrobial metabolism that contribute most to microbial 
corrosion in gas pipeline environments; and (3) detemine if electrochemical methods can be used 
to obtain reliable corrosion rate data more quicldy than weight loss measurements of metal 
coupons. 
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c. In addition to the specific activities described above under each project, the general services 
provided by GTI include program management and R&.D services. Program management 
expenses are restricted to no more than 10 percent of OTD budgets. R&D services include basic 
and applied research and technology and product development. The research services include 
“bench scale’’ prototype fabrication and laboratory testing to verify proof of feasibility. The 
development services include design of components, subsystems, and systems, and alpha and beta 
testing of systems to validate performance, durability, and cost savings potential. Beta testing 
includes real-world testing, and in the case of operations R&D, testing at LDC facilities. 

GTI does most of the R&D internally, but does subcontract out fabrication and testing where 
others can do it with equal quality and more cost effectively, or where another organization has 
invented the concept. AdditionalIy, GTI involves potential manufacturers in the projects as early 
as possible for cost sharing and to enhance the chances for successful conmercialization of the 
results. 



Public Service Commission Data Request Set 1 
Question No. 44  

Columbia Gas of Kentucky Respondent: Mark P. Balmert 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
ORDER DATED JANUARY 25,2007 

PSC CASE NO. 2007-00008 

Question No. 44 

Provide the average number of customers for each customer class (i.e., 
residential, commercial, and industrial) for the 3 calendar years preceding the test 
period, the test period, and for each month of the test period. 

Response of Columbia Gas of Kentucky: 

Average Number of Customers: 



Public Service Commission Data Request Set 1 
Question No. 45 

Columbia Gas of Kentucky Respondent: Herbert A. Miller 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
ORDER DATED JAUARY 25,2007 

PSC CASE NO. 2007-00008 

Question No. 45 

Provide all current labor contracts and the most recent contracts previously in 
effect . 

Response of Columbia Gas of Kentucky: 

The Agreement between Columbia Gas of Kentucky, Inc. and Paper, Allied-Industrial, 
Chemical, and Energy Workers International Union Locals 5-0372 and 5-0628 expired 
December 1, 2006. Columbia Gas of Kentucky employees covered by this Agreement 
have been working without an Agreement since that date. The expired Agreement is 
included as PSCOO45 Attachment. 
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THIS AGREEMENT, made and entered into this 1st day 
of December 2001, by and between COLUMBIA GAS 
TRANSM lSSl ON COR PORATION, COLUMBIA 
NAT’URAL RESOURCES, INC., COLUMBIA GAS OF 
KENTlJCKY, INC., and COLUMBIA GAS OF OHIO, 
INC., all corporations for their employees as represented 
in the bargaining unit, established by the NLRB electians 
(and see the determination in NLRB Cases 9 UC 91, 9 
UC 92, and 9 RC 12428), their successors and assigns, 
hereinafter referred to as the “Company,” party of the 
first part, PAPER, ALLIED-INDUSTRIAL, CHEMICAL, 
AND ENERGY WORKERS INTERNATIONAL UNION, 
LOCALS NOS. 5-0372 and 5-0628, its siiccessors and 
assigns, hereinafter referred to as the “Union,” party of 
the second part, and PAPER, ALLIED-INDUSTRIAL, 
CHEMICAL, AND ENERGY WORKERS 
INTERNATIONAL UNION, its successors and assigns, 
hereinafter referred to as the party of the third part: 
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WITNESSETH 

WHEREAS, the Company is engaged in furnishing 
essential public services which vitally affect the health, safety, 
comfort, and well-being of a large majority of the population 
in the territory covered by its operations, and its very existence 
is dependent upon the faithful carrying out of its obligations 
and responsibility to the public; which responsibility is 
recognized by the parties hereto as being imposed upon the 
Management and employees of the Company mutually, and 
that properly to fulfill the same requires that any disputes 
arising between them be adjusted and settled in an orderly 
manner without inter-ruption of the Company’s services to 
the public: 

WHEREAS, the parties have, through collective bargaining 
in accordance with the law, agreed upon the incidents of the 
employment relationship on a con-tractual basis; and, 

WHEREAS, it is the desire of the Company and the Union 
to continue the policy and practice of nondiscrimination 
because of race, color, religion, age, sex, disability, veteran 
and Vietnam era veteran, or national origin; and 

WHEREAS, while certain job classifications and pronoun 
references are in the male gender, it is understood that they 
do not refer exclusively to males and corresponding feminine 
gender usages will be substituted when appropriate. 

NOW, THEREFORE, it is agreed by the parties hereto as 
follows: 
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ARTICLE I 
Obligations 

Section 1. It is recognized that the Company is engaged 
in rendering a public service and is under the duty to the 
public of operating and maintaining its public utility service 
without interruption, and therefore nothing contained in this 
Agreement shall be construed to conflict or to be incompatible 
with such duty. 

Section 2. It is agreed that during the term of this contract, 
or during any period of time while negotiations are in progress 
between the parties hereto for the continuance or renewal of 
this contract, that there shall be no lockouts, strikes, stoppage 
of work, or interruption of service to the public. 

Section 3. It is agreed that the Company will not 
discriminate, coerce, or intimidate any member of the Union 
on account of his membership in the Union. The Union agrees 
that its officers and members will not solicit member-ship in 
the Union among employees of the Company when said 
employees are on duty or Company property, and will not 
interfere with or restrain or coerce employees of the Company 
in attempting to influence them to be members of the Union. 
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ARTICLE II 
Recognition 

Section 1. The Company recognizes the Union as the 
exclusive representative of all the employees, as such term 
is defined and delimited in Section 3 of this Article, for the 
purpose of collective bargaining in respect to rates of pay, 
wages, hours of employment, or other conditions of 
employment: Provided, that any individual employee or a 
group of employees shall have the right at any time to present 
grievances to the Company and to have such grievances 
adjusted, without the intervention of the Union, as long as the 
adjustment is not inconsistent with the terms of this 
Agreement: Provided, further, that the Union has been given 
opportunity to be present at such adjustment. 

Section 2. It is agreed that there shall be no hindrance or 
interference with the Management of the Company in its 
several departments, including the determination of the 
Company policy, which does not interfere with the conditions 
of this Agreement as affecting wages, hours of work, and 
working conditions. All rights of Management, except insofar 
as the same are expressly modified in the terms of this 
Agreement, are hereby reserved to the Company, and the 
Company specifically has the power and the right to manage 
the business and direct the working forces, including but not 
limited to, the right to hire, suspend, or discharge for proper 
cause, promote, demote, to transfer employees from one 
job to another (provided, however, that no employee may be 
permanently transferred from one basic seniority unit to 
another, without his permission), to lay off employees in 
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accordance with seniority, as specified herein, to reduce 
working hours, to move or to close any departments or other 
segments of the business because of lack of work, or to 
otherwise generally manage the Company’s business. 

Nothing in this Section shall be construed to supersede 
or nullify any of the provisions contained in other Articles. 

Section 3. 

(a) The term “employee,” as used in this Agreement, shall 
include all production and maintenance employees of 
the Company in the said bargaining unit, but shall exclude 
all clerical, supervisory, executive, administrative, 
professional, temporary employees, and all others 
excluded by law. ‘Temporary employees” are hereby 
defined to mean those employees hired for a specific 
project or for a specified length of time. 

(b) In accordance with the requirement of Section 1, 
hereunder, an employee will be classified as a Regular 
employee following any three-months’ period in which 
the employee has worked at least 312 hours of regularly 
scheduled work exciusive of overtime. Provided, that he 
meets the Company’s requirements as to ability and 
efficiency, integrity, and physical fitness: Provided, further, 
that he has submitted record of birth which is satisfactory 
to the Company. 

(c) An employee shall lose his classification as a Regular 
employee under the following conditions: 
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(1) Resignation. 
(2) Discharge for cause. 

(3) Acceptance of other employment except as 
provided in Article V hereof. 

(4) Refusal to accept reemployment within 72 hours 
after receipt of notification by the Company that 
employment is available in the basic seniority unit 
from which the employee was laid off because of 
lack of work. Such notice may be given by letter 
at the employee’s last known address, by 
telephone, or by personal contact. 

(5) Layoffs of more than one year duration, except in 
the case of employees with fifteen (15) or more 
years of accredited service, in which case it shall 
be layoffs of more than four years’ duration. 

(d) The Company agrees to notify the lJnion of an offer of 
reemployment made by the Company to an employee. 
Such notice will be either a copy of the notice sent to the 
employee or will be a notice stating in which other manner 
the employee was notified. 

(e) The performance of non-bargaining unit work by 
bargaining unit employees will be on a voluntary basis. 
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ARTICLE 111 
Supervisors Performing Production and 

Maintenance Work 

Under normal operating conditions, supervisors are not 
assigned duties that are usually performed by production and 
maintenance employees. 

Supervisors are expected to devote full time to their 
supervisory duties under normal operating conditions. This 
policy does not, however, prevent supervisors from performing 
such necessary functions as job instruction or training of 
employees; inspecting work, either in progress or completed; 
operating equipment and facilities in experimental or initial 
testing operations; and operating in emergency situations or 
where the safety of people or facilities is in jeopardy. 

ARTICLE IV 
Check Off 

The Company agrees to deduct from the first pay of each 
month the Union dues and initiation fees which the members 
of the Union have heretofore or may hereafter, during the 
term hereof, individually and voluntarily authorize, in writing, 
the Company to make. The Company will continue to make 
such lJnion dues deductions until such time as any member 
who has previously authorized the Company to make lJnion 
dues deductions notifies the Company, in writing, to cancel 
said deductions. Upon receipt of such notice of cancellation, 
the Company will forthwith notify such member and the Union 
that such cancellation will become effective on the first 
anniversary of the checkoff authorization card or at the 
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termination date of the applicable collective Agreement, 
whichever occurs sooner. All sums deducted in this manner 
shall be remitted promptly by the Company to the Union officer 
designated by the 1Jnion. 

The International Union and Locals No. 5-0372 and 5- 
0628 agree to protect the Company under this section and to 
refund to the Company money that may be involved in the 
event a member from whose earnings, dues, and initiation 
fees shall have been deducted by the Company should resort 
to or cause legal action to be taken against the Company 
because of such deductions. 

ARTICLE V 
Leave of Absence for Union Activity 

Upon written request 15 days in advance by the Local 
Union, the Company shall grant a leave of absence to not 
more than two employees for Union activities. An employee 
elected to a Union position or selected by the Union to do 
work which takes him from his employment with the Company 
shall, upon the written request of the Union, receive a 
temporary leave of absence for the period of his services for 
the Union. Upon his return, providing his seniority qualifies 
him, such employee shall be reemployed to his job or at work 
generally similar to that in which he was engaged last prior to 
his leave of absence, and his seniority shall accumulate 
throughout the period of his leave of absence. Such leave of 
absence shall be made and granted yearly, subject, however, 
to the provision of Article IX hereof. 
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ARTICLE VI 
Bulletin Boards 

The Company will provide bulletin boards of at least 2' by 
2' to be placed on its property where they may be seen by 
employees entering and leaving their places of employment. 
Such boards shall be used exclusively by the Union, such 
use to be confined exclusively to posting on said boards 
notices pertaining to dues, meetings, and other usual, regular 
and bona fide activities of the Union, it being the intention 
hereof that the Union will not use said boards for the direct 
solicitation of membership in the Union. 

ARTICLE VI1 
Seniority 

Section 1. For seniority purposes, the Companies shall 
be divided into the following separate basic seniority units. 
However, employees laid off from one basic seniority unit 
will be given preference in case of hiring by another basic 
seniority unit, if the laid off employee(s) is qualified. 

I .  Columbia Gas Transmission Corporation 

A. St. Albans Area Basic Seniority Units as follows: 

Measurement and Telecommunications) 
consisting of work locations at: 

I .  Pipelines Seniority Unit (includes Gas 

Alexandria, KY 
Boldman, KY 
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Grant, WV 
Huff Creek, WV 
Kermit, WV 
Lockwood, KY 
Mt. Olivet, KY 
St. Albans, WV 
Winchester, KY 

2. Compressor Seniority Units consisting of 
work locations at: 

Boldman, KY 
Cereda, WV 
Grant, WV 
Hubball, WV 
Huff Creek, WV 
Kenova, WV 
Kermit, WV 

B. Clendenin Basic Seniority Units as follows: 

i .  Pipelines Seniority Unit (includes Gas 
Measurement and Telecommunications) 
consisting of work locations at: 

Clendenin, WV 
Cobb, WV 

Frametown, WV 
Glenville, WV 
Lanham, WV 
Ripley, WV 

Coco, wv 

Rockport, WV 
St. Albans, WV (Building Services, 
Trucking, Gas Measurement, Warehouse 
8. Yard) 

2. Compressor Seniority Units consisting of 
work locations at: 

Clendenin, WV 
Cobb, WV 
coco, wv 
Frametown, WV 
Glenville, WV 
Hunt, WV 
Lanham, WV 
Ripley, WV 
Rockport, WV 
Walgrove, WV 

3. Charleston Building Services 

C. Strasburg Basic Seniority Units as follows: 

1 I Pipelines Seniority Unit  (includes Gas 
Measurement and Telecommunications) 
consisting of work locations at: 

Cleveland, WV 
Elkins, WV 
Glady, WV 
Pickaway, WV 
Seneca, WV 
Terra Aka, WV 
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2. Compressor Seniority Unit consisting of work 
locations at: 

Cleveland Compressor Station 
Files Creek Compressor Station 
Glady Compressor Station 
Lost River Compressor Station 
Seneca Compressor Station 
Terra Alta Compressor Station 

II,Columbia Natural Resources, Inc. 

A. Southeast Region Basic Seniority Unit consisting 
of work locations at: 

C rawfo rd, WV 
Branchland, WV 
Hamlin, WV 
Shrewsbury, WV 
Kanawha Separation Plant, Tad, WV 

B. Southwest Region Basic Seniority Unit 
consisting of work locations at: 

Elkhorn City, KY 
Inez, KY 
Kermit, WV 
Lancer, KY 
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Ill. Columbia Gas of Kentucky, Inc. 

A. Lexington Distribution Seniority Unit consisting of 
the following work locations: 

Frankfort, KY 
Irvine, KY 
Lexington, KY 
Maysville, KY 
Paris, KY 
Winchester, KY 

B. Ashland Distribution Seniority Unit consisting of 
the following work locations: 

Ashland, KY 
Inez, KY 
East Point, KY 

IV. Columbia Gas of Ohio, Inc. 

A. lronton Distribution Seniority Unit consisting of the 
following work location: 

Ironton, OH 

Section 2. Seniority shall be established upon the date 
the employee is classified as a Regular employee and shall 
relate back to the date three (3) months next preceding such 
classification. 
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Section 3. It is agreed, except as set out, that the 
Company will in all cases of promotion, demotion, transfer, 
and decrease or increase of personnel, consider the 
following factors, and where factors (a) and (b) are, in the 
opinion of the Company, relatively equal, seniority shall 
govern. 

(a) Training, ability, skill and efficiency 
(b) Physical fitness 
(c) Seniority shall govern in the following order: 

(1) In the basic seniority unit 
(2) In the respective Company (that is, TCO, CNR, 

(3) Within the Bargaining Unit 
CKY or COH) 

In making transfers, the Company will give special 
consideration to any employee who has previously 
submitted a request for transfer and will attempt to avoid 
transferring any employees who prefer not to be 
transferred. 

Nothing in this Section shall be construed to supersede 
or nullify any of the provisions contained in other Articles. 

Section 4. In the event of a “reduction in force,” layoff, 
or closing of a facility, which results in a net decrease of 
personnel within the respective Company (that is, TCO, 
CNR, CKY, or COH), the following process shall apply: 

(a) When an employee is displaced as described above, 
he may exercise his bargaining unit seniority over the 
most junior employee within his same classification 
within the respective Company (that is, TCO, CNR, 
CKY, or COH) or, if qualified, over the most junior 
employee in any classification at the work location orin 
his basic seniority unit. This process shall continue 
until the employee is deemed qualified over the next 
junior employee or is unable to exercise his seniority. 

(b) The displaced employee from (a) may then exercise 
his bargaining unit seniority over the most junior 
employee in his same classification within the 
respective Company (that is, TCO, CNR, CKY, or COH) 
or, if qualified, over the most junior employee in any 
classification in the respective Company. ‘This process 
shall continue until the employee is deemed qualified 
over the next junior employee or is unable to exercise 
his seniority. 

(c) If an employee is displaced in (b) he, if qualified, 
may then exercise his bargaining unit seniority over 
the most junior employee in the respective company 
(that is, TCO, CNR, CKY, or COH). This process shall 
continue until the employee is deemed qualified over 
the next junior employee or is unable to exercise his 
seniority. 

(d) If in any of the preceding steps an employee elects not 
to or can no longer exercise his seniority, he will 
be the individual that is displaced. 
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(e) In all other Section 3 situations, such as reallocation 
of the workforce, Article II, Section 2 and Article MI, 
Section 3 will govern. 

(f) If the cause of the reduction in force is a direct result 
of contracting out, then the provisions of Article Vlll 
will apply. 

Section 5. Whenever an employee is permanently 
transferred from one basic seniority unit to another, he shall 
be considered a new employee inso-far as his seniority in 
the new basic seniority unit so transferred to, is concerned. 
However, such employee shall retain his Company seniority 
and also the seniority he had accumulated in the basic 
seniority unit from which he was transferred. It is understood 
that the temporary transfer of an employee will in no way 
affect his seniority status, and the Company shall be required 
to notify the employee involved as to the temporary or 
permanent nature of the work. 

Section 6. For seniority purposes, each employee shall 
be credited, except as otherwise provided, with all periods of 
actual service accruing after the commencement day of said 
seniority and, in addition thereto, shall be credited with time 
lost resulting from (a) jury service or serving as a witness 
under Court subpoena; (b) layoffs of not more than six- 
months’ duration; (c) illness or injury regardless of duration; 
(d) service in the military forces of the United States or service 
upon being drafted in an essential war industry by the 
Government: Provided, however, that such accrued time shall 
not continue for a period more than that required by law after 
discharge or release from such service. 
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Section 7. An employee shall lose his seniority rights under 
the same terms that he loses his classification as a Regular 
employee, as provided in Article I I ,  Section 3(c) of this 
Agreement. 

Section 8. The Companies shall furnish the Secretaries 
of the Union with the seniority list for each Basic Seniority 
Unit on a semiannual basis. Said seniority list shall show the 
employee’s Bargaining Unit Seniority Date, Company 
Seniority Date, and Basic Seniority Unit Date. 

Section 9. The Company agrees, upon request, to review 
with employees or their representatives any cause of layoff, 
transfer, or rehire, or promotion affecting a worker’s seniority 
status, or any training situation involving one or more 
employees in which an injustice is alleged and, in the event 
an injustice is done, will rectify such injustice, provided such 
request is made within thirty days from the date the injustice 
first occurred. If no agreement is reached, the matter will 
assume the status of a controversy subject to the grievance 
and arbitration procedure provided for in Articles XXVll and 
XXVIII hereof, and the Arbitrators shall have the right to 
reverse a Company decision in matters relating to Section 3 
hereof when there is proof of abuse of the Company’s 
discretion. 
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ARTICLE Vlll 
Contracting Out 

Pursuant to Article II, Section 2 of this Agreement, the 
parties understand that the Company may elect to use 
independent contractors. However, it is further understood 
that the Company shall not so contract any work which 
is performed by its Regular employees which will directly result 
in one or more Regular employees being laid off. It is further 
understood that if any Regular employee is permanently 
transferred to a new work station as the direct result of such 
contracting out of work, the Company shall pay the employee’s 
reasonable casts and expenses incurred incident to such 
transfer in an amotint not less than those specified and 
provided for the applicable employees in the respective 
Company’s current Transfer of Personnel Policy. 

ARTICLE IX 
Physical Examinations 

Section 1. The Company may, in cases of frequently 
recurring absences from duty, or in other exceptional cases, 
require an examination of any Regular employee by a 
physician of his own choosing as a condition of continued 
employment. If the Company is not satisfied with the report 
of the physician chosen by the employee, the Company may 
require a reexamination of such employee by a physician 
chosen by the Company. If the two examinations are not in 
accord, then the physician chosen by the employee and the 
one chosen by the Company may elect a third physician to 
make an examination of such employee, and the decision of 
the third shall be final. 
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ARTICLE X 
Employee Disability Plans 

The Short-Term Disability Plan 

The purpose of the Short-Term Disability Plan is to provide 
all employees, as defined in Article II, Section 3(a) of this 
Agreement, greater economic security by providing wage 
allowances during the periods when such employees may 
be absent from work by reason of a disability due to personal 
illness, injury, or serious illness or accident in the immediate 
family. 

Eliuibilitv Requirements 

To be eligible for such allowances under this Plan, the 
employee must 

A. Be classified as an employee, as defined in Article II, 
Section 3 (a), of this Agreement. 

B. Permit examination or inquiry by the Company, and 
furnish a physician’s certificate upon request, and must 
have reported the cause of absence at or as soon after 
the beginning of the first scheduled working day of 
absence as the circumstances (including the nature 
of the disability or illness) reasonably permit. 

Basis for Deterrninina Pay 

A. Short-Term Disability payments will be computed on 
the basis prescribed by Article XI1 of this Agreement. 
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B. Only absences of four hours or more will be charged 
against an employee’s Short-Term Disability allowance. 

C. Short-Term Disability payments will not be allowed for 
disability incurred while an employee is on leave of 
absence, furlough, suspension from work, for an illness 
or injury which may obviously be the result of the 
employee’s own misconduct, or, except as hereinafter 
provided, for disability which is compensatory under 
the Workers’ Compensation Law of the State of 
employment or any State or Federal Disability Law. 

D. For the purpose of this plan, employees will be credited 
with one calendar year of service as of the 
December 31 following date of employment and shall 
be credited with an additional year on each subsequent 
December 31. 

E. When a period of continuous absence extends from 
one calendar year into the next, the Short-Term 
Disability allowance is continued until any unused 
portion of the maximum allowance based on the 
credited calendar years of service at the beginning of 
such continuous absence has been paid. On the 
expiration of benefits, the time allowable for the current 
calendar year will not commence until after the 
employee has returned to work. 

F. Payment by the Company to an employee absent for 
disability compensatory under the State Workers’ 
Compensation Laws, or any State or Federal Disability 
Law, shall be limited to the difference between the 
amount of compensation receivable and the Short- 
Term Disability allowance under this plan. 
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Schedule of Pavments Prior to January 1, 2004, the 
maximum recognized absence based on an employee’s years 
of service, including absence due to disability compensatory 
under the Workers’ Compensation Law of the State where 
he is employed, or under any State or Federal Disability Law, 
is as follows: 

h4animum Weeks a1 Weeks a1 
Years ofservice Benefit Period FullPay HalfPay 

1 

3 
4 
5 
6 
7 
8 
9 

10 
11 
I2  
13 
14 
15 
16 
17 
I8  
19 
20 

7 
3 
6 
13 
20 
26 
26 
26 
26 
26 
26 
26 
26 
26 
26 
26 
26 
26 
26 
26 
26 

I 

3 
4 
5 
6 
I 
8 
9 
IO 
1 1  
12 
1 3  
14 
15 
16 
17 
16 
19 
20 

7 
2 
4 

10 
16 
21 
20 
19 
18 
17 
16 
15 
14 
13 
12  
1 1  
10 
9 
8 
7 
6 

Posl January I ,  2004, the ‘Schedule ofPayments”k as iollows: 

Maximum Weeks a t  Weeks a i  
Years ofservice Benefit Period FuUPay 60% Pay 

I 10 9 26 8 18 
I O  10 19 ’26 16 IO 

10 and above 26 26 0 

The preceding “Schedule of Payments” represents the 
maximum allowance for absence permitted an employee on 
account of personal illness or for serious illness in his 
immediate family. 
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Prior to January 1,2004, where an employee has 20 years 
or more of service, a special recommendation will be made 
by the supervisor and submitted to the Management for 
consideration for extension beyond the above disability 
schedule. 

If an employee is absent due to personal illness, injury, or 
serious illness or accident in the immediate family, the time 
necessarily absent from work shall not exceed a reasonable 
period: Provided, however, that if an employee is absent 
from work due to death in his immediate family, such absence 
shall not be charged against the benefits to which such 
employee is entitled; however, such absence from work for 
any such death shall not exceed a reasonable period.ln all 
cases of excusable absence from work, the employee is 
expected to return as soon as reasonably possible, and failure 
to do so will give the Company the privilege of modifying the 
above schedule as to such employee in such manner as it 
shall deem advisable under the circiimstances. 

Emplovees With Less Than One Year’s Service 

When an employee with less than one credited calendar 
year of service is absent because of personal illness, injury, 
or serious illness or accident in his immediate family, a 
recommendation of time off with pay not to exceed a total of 
five (5) days will be considered. 

The Lona-Term Disability Plan 

The purpose of the Long-Term Disability Plan is to provide 
all employees, as defined in Article II, Section 3(a) of this 
Agreement, additional economic security during periods of 
total disability. 
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Eligibility for Coveraae 

All employees are automatically covered by the Plan on a 
noncontributory basis beginning with the first day they are 
actively at work. 

Commencement and Duration of Benefits 

A. An employee will be eligible for Long-Term Disability 
income, subject to the exceptions in this Section, if his 
disability prevents him from performing his own duties 
and engaging in any other reasonable accupation for 
26 consecutive weeks: Provided, that separate periods 
of disability are considered as one continuous period 
if they arise from the same or related causes and are 
interrupted by no more than six months of active 
service. Once started, LTD benefits beginning before 
age 60 will continue to age 65 or until recovery, 
whichever occurs first. CTD benefits beginning at age 
60 or after will continue for five (5) years after payments 
begin under the Plan, or to age 70, or until recovery, 
whichever occurs first. Proof of disability will be required 
before an employee can qualify for benefits, and the 
insurance company may require proof, from time to 
time, that the disability still exists. 

B. No benefits are payable for a disability starting during 
the first twelve months of an employee’s participation 
in the Long-Term Disability Plan if the disability is 
connected with an illness or injury for which the 
employee received medical treatment or services 
during the three month period just before his 
participation began. 
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C. During furloughs (but not layoffs) and approved leaves 
of absence (ex-cept for military service), an employee’s 
Long-‘Term Disability Plan coverage will continue for 
the first two months of leave. 

D. No benefits will be payable for disabilities resulting from 
intentional self inflicted injury, or insurrection, riots, war 
(declared or undeclared), etc., or commission of, or 
an attempt to commit, a crime. 

Lona-Term Disability Income 

A. Any employee who qualifies for Long-Term Disability 
with an effective date between January 1, 1988, and 
December 31, 1998 will receive a monthly benefit equal 
to 30% of his base monthly pay up to the Social Security 
tax base and 60% of his base monthly pay in excess 
of Social Security tax base. However, any employee 
who qualifies for Long-Term Disability income with an 
effective date on or after January 1, 1998, will receive 
a minimum income benefit of 60% of his base monthly 
pay from the Plan for the first six months of Long-Term 
Disability income, This minimum benefit shall be 
reduced by amounts paid by Primary Social Security 
for any period within this six month period. This 
minimum income benefit shall be subject to reduction 
as described in the paragraph next following if disability 
income from all sources exceeds 70% of the 
employee’s base monthly pay. This minimum income 
benefit is not in addition to the Long-Term Disability 
income generated by the 30/60% formula set forth in 
this paragraph. The monthly disability income benefit 
payable from this plan will he reduced by amounts 
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received from Workers’ Compensation, other 
Columbia sponsored plans, and disability benefits 
provided under any state or federal plan, except Social 
Security. Any Social Security disability benefits which 
are payable or may become payable to the employee 
or his family will not affect the Long-Term Disability 
benefit, except that total disability income from all above 
sources may not exceed 70% of the employee’s base 
monthly salary. Any employee who qualifies for Long- 
Term Disability with an effective date between 
January 1,1999, and December 31,2003, will receive 
a monthly benefit equal to 60% of his base monthly 
pay. Any employee who qualifies for Long-Term 
Disability with an effective date on or after January 1, 
2004, will receive a monthly benefit equal to 50% of 
his base monthly pay. The monthly disability income 
benefit payable from these plans will be reduced by 
amounts received from any retirement, unemployment, 
Workers’ Compensation, or disability benefits provided 
under any state or federal plan, except Social Security 
or if you receive other forms of compensation or 
disability benefits from Columbia. Any primary Social 
Security disability benefits which are payable or may 
become payable to the employee will not affect the 
Long-Term Disability benefit, except that total disability 
income from all above sources may not exceed 70% 
of the employee’s base monthly salary. 

B. The full amount of Columbia’s portion of an 
employee’s Group Life insurance continues in force 
as long as he is receiving Long-Term Disability benefits. 
An employee’s Accidental Death and Dismemberment 
insurance coverage will be suspended during his period 
of total disability. 
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Contributions bv Emplovees 

Long-Term Disability Plan coverage shall be 
noncontributory for Plan participants through December 31, 
2003. Beginning January 1,2004, coverage at the 50% level 
will be noncontributory and participants may elect to purchase 
additional coverage at the 60% level. 

Miscellaneous Provisions 

A. An employee may continue coverage under Columbia’s 
Comprehensive Medical Expense Plan for his eligible 
dependents by paying the normal employee monthly 
contribution rate. 

B. If the Long-Term Disability Group Insurance Contract 
is terminated, the employee’s Long-Term Disability 
rights under this Plan will terminate: Provided, 
-_____ however, that an employee who is totally disabled when 
the Group Insurance Contract is terminated will 
continue to be covered by the Long-Term Disability 
Plan. 

Further, termination of employment will terminate rights 
under this Plan. 

C. The preceding paragraphs set forth the basic features 
of the Long-Term Disability Plan and are subject to the 
provisions of the Long-Term Disability Group Insurance 
Contract with Aetna Life Insurance Company or a 
successor Insurer. 
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ARTICLE XI 
Vacations 

Regular employees who have completed at least six (6) 
months, but less than one (1) year of continuous service prior 
to December 31 will be entitled to a vacation of one (1) week 
(40 hours) with pay in the current vacation period. 

Regular employees who have completed at least one (1) 
year, but less than two (2) years of service prior to 
December 31 will be entitled to a vacation of two (2) weeks 
(80 hours) with pay in the current vacation period, reduced 
by any vacation which may have been taken between their 
sixth and twelfth months of employment. 

Employees hired any time during the month of December 
will, for vacation purposes only, be deemed to have been 
hired on the first day of December. 

Regular employees who have completed at least one (1) 
year, but less than four (4) years, of service at December 31 
will be entitled to a vacation of two (2) weeks (80 hours) with 
pay in the succeeding vacation period. Effective January 1, 
2004, Regular employees who have completed at least one 
(1) year, but less than three (3) years, of service at 
December 31 will be entitled to a vacation of two (2) weeks 
(80 hours) with pay in the succeeding vacation period. 

Regular employees who have completed four (4) years, 
but less than fourteen (14) years, of service at December 31 
will be entitled to a vacation of three (3) weeks (1 20 hours) 
with pay in the succeeding vacation period. Effective January 
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1, 2004, Regular employees who have completed three (3) 
years, but less than ten ( 1  0) years, of service at December 31 
will be entitled to a vacation of three (3) weeks (120 hours) 
with pay in the succeeding vacation period. 

Regular employees who have completed fourteen (1 4) 
years, but less than twenty four (24) years, of service at 
December 31 will be entitled to a vacation of four (4) weeks 
(160 hours) with pay in the succeeding vacation period. 
Effective January 1, 2004, Regular employees hired prior to 
January 1, 2000, who have completed ten (10) years, but 
less than twenty four (24) years, of service at December 31 
will be entitled to a vacation of four (4) weeks (1  60 hours) 
with pay in the succeeding vacation period. Effective January 
1,2004, Regular employees hired on or after January 1,2000, 
who have completed ten (1 0) years of service at December 3 1 
will be entitled to a vacation of four (4) weeks (160 hours) 
with pay in the succeeding vacation period. 

Regular employees hired prior to January 1, 2000, who 
have completed twenty four (24), but less than thirly four (34), 
years of service at December 31 will be entitled to a vacation 
of five (5) weeks (200 hours) with pay in the succeeding 
vacation period. 

Regular employees hired prior to January 1, 2000, who 
have completed thiw four (34) or more years of service at 
December 31, will be entitled to a vacation of six (6) weeks 
(240 hours) with pay in the succeeding vacation period. 

Retiring employees (either normal or early retirement) will 
receive payment for vacation time accrued during the year of 
retirement. The payment will be computed on the basis of 1/ 

28 

12 of the vacation eligibility for each full month of service in 
his final calendar year up to the date he enters retirement 
status. Vacation eligibility will be determined on the basis of 
total years of service as of the end of the final calendar year 
of employment. A vacation payment for employees who 
become deceased will be made for vacation time accrued 
during the year in which death occurs. The payment will be 
computed on the basis of 1/12 of the vacation eligibility for 
each full month of service in his final calendar year up to the 
date he becomes deceased. Vacation eligibility will be 
determined on the basis of total years of service as of the 
end of the calendar year of employment. Payment to the 
survivor(s) of the deceased employee will be made in 
accordance with the laws of the state in which he was a 
resident. 

Eliuibility Requirements 

To be eligible for vacation, the employee must: 

A. Be classified as a Regular employee, and 

B. Be actively employed at the time the vacation is 
scheduled to commence. 

General 

A. The vacation period will extend from January 1 through 
December 31 of each year. Upon reasonable notice, 
an employee may request that his vacation be 
scheduled for any period between these two datesh 
order that the service of the Company may be 
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adequately and properly maintained, the Company 
reserves the right to fix the time at which a vacation 
may be taken, but will endeavor in all cases to arrange 
such vacation at a time desired by the employee. Upon 
approval of an employee’s request the time set will be 
considered as the employee’s scheduled vacation 
period. However, the Company recognizes that from 
time to time employees are confronted with iinusual 
situations that conflict with their scheduled vacation. 
When this occurs, employees may request a change 
in their scheduled vacation. This request must be 
submitted ten days in advance to the requested 
change. Vacation may be deferred within the calendar 
year if the employee is hospitalized prior to 
commencement of vacation, with proper prior notice 
to his supervisor. Upon receipt of the employee’s 
request, the supervisor will grant the request, provided 
it does not interfere with either the operations of the 
Company or the previously scheduled vacation of other 
employee(s). 

B. Vacation will commence upon the first normal work 
day or shift from which the employee is absent on 
account of vacation, and will run consecutively for the 
vacation period to which he is entitled. 

C. An employee will be entitled to receive an additional 
day of vacation for a holiday observed by the Company 
which occurs within his scheduled vacation period, if 
such holiday occurs within his regularly scheduled work 
week. 
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D. An employee with two (2) weeks or more vacation 
allowance may split one (1) week of said vacation 
allowance into one (1) or more full days. An employee 
with four (4) weeks or more vacation allowance may 
split two (2) weeks of said vacation allowance into one 
(1) or more full days. Employees should submit their 
request for split week vacation allowance as required 
under Paragraphs A and M herein; however, when 
unforeseen circumstances occur and reasonable 
notice thereof is afforded to the Company, an employee 
will be granted a change in his split vacation allowance 
if it does not interfere with the operations of the 
Company or the previously scheduled vacation of other 
employee(s). 

E. It shall not be permissible to postpone a vacation from 
one year to another, nor to draw vacation pay in lieu of 
a vacation, except as noted in Paragraphs F, G, H, I, 
and J, below. 

F. An employee whose retirement has been approved 
will be entitled to receive a vacation, or to draw vacation 
pay in lieu of such vacation, in the year in which the 
retirement takes place. 

G. An employee entitled to a vacation, who is laid off due 
to lack of work, will be entitled to receive vacation pay 
in lieu of such vacation. A furloughed employee who 
accepts temporary reemployment and who is entitled 
to a vacation will have the option to take vacation pay 
in lieu of such vacation or to have his vacation 
rescheduled to a time in the vacation period after he 
returns to his former job. 
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H. An employee who resigns or is discharged will be 
entitled to receive vacation pay in lieu of such vacation, 
if otherwise eligible. 

Military Service will be entitled to vacation pay in lieu of 
vacation in the year in which they enter Military Service, 
and also in the year in which they return to the Company 
from Military Service: Provided, however, that they do 
not enter Military Service and return from Military 
Service in the same year. 

I. Regular employees entitled to a vacation who enter 

J. Eligible employees may exercise a vacation carryover 
option subject to the following requirements: 

(1) Employees eligible for two (2) weeks vacation may 
apply for a vacation carryover for only one (1) week of 
said vacation allowance. 

Employees eligible for three (3) or more weeks of vacation 
may apply for a vacation carryover for only that portion of 
the vacation allowance in excess of two (2) weeks. 

(2) Vacations will normally be taken in units of five (5) 
days, except that employees may be granted permission 
to split their vacation into lesser full day periods. 

(3) The right to exercise the carryover option shall be 
subject to the approvals provided in Subparagraph A 
above. 

(4) The request for carryover must be made in writing by 
the employee no later than December 1 of the vacation 
period preceding that in which the carryover is to be 

32 

(5) Vacation weeks carried over must be taken during the 
immediately following vacation period. 

K. It shall be permissible for employees to request a payroll 
advance prior to commencing their vacation. 
Reasonable notice shall be given to facilitate necessary 
payroll accounting. 

I_. The survivor(s) of an employee, who is deceased prior 
to receiving a vacation to which he would have been 
entitled, shall receive pay in lieu of vacation. Payment 
will be made in accordance with the laws of the State 
in which he was a resident. 

M. Employees will be given an opportunity to signify, in 
writing, prior to the 15th day of March, upon a list to be 
furnished by the Company and posted in each 
Department, their choices of vacation dates: Provided, 
however, that any employee desiring his vacation 
between January 1 and April 1 must make 
arrangements with his supervisor. Seniority shall be 
given paramount consideration. 

ARTICLE XI1 
Off-Duty Pay 

All authorized off duty pay for such purposes as vacations, 
holidays, illness, jury service, or for any other reason provided 
herein shall be at the rate of pay of the employee’s regular 
classification for the number of hours regularly scheduled to 
work. The foregoing provisions of this Article are, however, 
subject to the provisions of Article X hereof. 
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ARTICLE >(I11 
Termination Pay 

Nothing herein contained shall be construed to interfere 
with the right of the Company to suspend or discharge or lay 
off an employee for just cause: Provided, however, that when 
a reduction in the Regular personnel is necessary, the 
employees whose services are to be discontinued shall be 
given five days’ advance notice thereof; and in the event such 
notice is not given, the Company will pay such employee the 
equivalent of five days’ pay at his regular rate. 

ARTICLE XIV 
Leaves of Absence 

Section 1. When its business permits, the Company may 
grant a leave of absence to an employee, upon request, for a 
period of not to exceed three months, for any reason other 
than for the purpose of seeking or accepting other 
employment. Such leave of absence may also be extended 
for a similar period, if mutually agreed upon between the 
Company and the employee. 

Section 2. All leaves of absence in excess of thirty days 
shall be in writing, and acopy thereof furnished the employee 
and the Union. 

Section 3. Before the expiration of any leave of absence 
in excess of thirty days, or an extension thereof, the employee 
shall apply for reinstatement and, if he is physically qualified 
to perform his former duties, shall be reinstated. The 
Company may require, as a condition precedent to 
reinstatement, a physical examination, as provided for in 
Section 2 of Article IX. 
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Section 4. If such employee does not apply for 
reinstatement before expiration of the period of the leave 
of absence, or if he accepts other employment during such 
leave of absence without the written consent of the 
Company, or if he is physically unqualified to perform his 
accustomed work his employment with the Company will 
cease and terminate. 

Section 5. Upon reinstatement of the employee at the 
expiration of leave of absence, he shall resume his 
employment in the job classification which he left with the 
Company and shall receive his seniority and other benefits 
to which he was entitled at the time his leave was 
commenced. 

ARTICLE XV 
Safety 

The parties hereto agree that safety of employment is of 
vital importance both to the Company and the employee, and 
further agree that no employee shall be required to perform 
any work, unless reasonably proper safeguards are 
maintained. An inspection of any equipment may be secured 
at all reasonable times upon the recommendation of any 
employee working on or near such equipment. The local 
Worker’s Committee may meet with the Superintendent and 
if not satisfied, then with the Management, for the purpose of 
discussing the elimination of hazards in order to prevent 
accidents. 
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ARTICLE XVI 
Pay Days 

Section 1. The Company shall pay its employees on a bi- 
weekly basis. Employees shall have the option to have direct 
deposit of their checks or to have their checks mailed directly 
to the residence or mailed to be in the hands of the supervisors 
for delivery by them to the employees on the mornings of 
alternate Friday pay days. Whenever a regular pay day falls 
on a recognized holiday, the Company shall endeavor to have 
the checks to the employees as elected above on the workday 
preceding the holiday. 

Section 2. Employees' pay shall be made available 
at the work station closest to them during regular office 
hours or mailed directly to their residence. However, 
employees whose hours begin and end at other than 
regular office hours of the Company shall be paid at their 
job site. Employees who live and work at locations 
distant from their work stations shall have their pay 
checks mailed to them. 

Section 3. There shall be a two week lag for the 
payment of exception pay by the Company. At the time 
the exception pay is paid, the Company will provide 
information to the employee identifying the period of time 
for which the employee is being paid exception pay. 
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ARTICLE XVII 
Lunch Period 

Section 1. Each employee shall be entitled to a lunch 
period after the employee has been on duty for four hours. 
The length of time for said lunch period shall be reasonable 
and shall be fixed by agreement between the Worker's 
Committee and the Company, or a representative thereof. 

Section 2. Whenever continuous overtime work of two 
hours or more is required and at intervals of four hours 
subsequent thereto, the Company shall, for each and every 
occurrence, furnish the employee a meal at its own expense 
and afford the employee an opportunity of eating same, or in 
lieu thereof such employee shall be paid $15.50 for each 
occurrence. 

Section 3. Whenever a call out involves continuous work 
of five (5) or more hours, the Company shall, after four (4) 
hours, furnish the employee a meal at its expense and afford 
the employee an opportunity of eating same, or in lieu thereof 
such employee shall be paid $15.50. The foregoing 
requirement shall not apply in the case of an employee who 
is called out to perform a scheduled shift. 

ARTICLE XVlll 
Schedule of Hours 

Section 1, Time and one half shall be paid for all 
overtime in excess of eight hours on any work day, and for 
all overtime in excess of forty hours in any one work week: 
Provided, that no employee shall be paid both daily and 
weekly overtime on account of the same hours of overtime 
worked: Provided, further, that an employee shall not be 
laid off in order to avoid overtime payments. 
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Section 8. When a call out or prescheduled overtime is 
required, it shall be apportioned as reasonably practicable 
among qualified employees, who are either permanently or 
temporarily assigned to the work location. Consideration will 
then be given to the available employee in the classification 
that normally performs the work including those temporarily 
assigned employees who have been assigned or upgraded 
into a Wl-in” position for normal operations for 30 or more 
consecutive work days. A record of the overtime hours 
worked by each employee will be posted monthly by Columbia 
Gas ‘Transmission Corporation, Columbia Natural Resources, 
Inc., Columbia Gas of Kentucky, Inc., and by Columbia Gas 
of Ohio, Inc. If an employee is excused from an overtime 
assignment which he has been requested to perform, his 
overtime record shall be charged with the same number of 
hours as that of the employee who actually performed the 
overtime work. 

When continuous overtime is required by the Company, 
the employee(s) who is working on the job will be allowed to 
work the overtime. The Company will not be required to pay 
for time not worked under this section; however, the Company 
will endeavor to equalize the overtime as reasonably as 
practicable. 

Section 9. Whenever an employee has worked 
continuously in excess of sixteen (16) hours and has been 
released from duty by the Company, he shall be entitled to 
an eight (8) hour rest period before he returns to work. If the 
rest period extends into the employee’s regular scheduled 
shift, he shall be excused with pay at his straight time rate for 
that part of his regular schedtiled shift necessary to make up 
the eight (8) hour rest period. In the event that an employee 
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is required by the Company to work during such rest period, 
he shall receive straight time pay for the hours worked in 
addition to his rest period pay. 

Section 10. Paid vacation time, jury duty, short term 
disability, and military leave shall be considered as time 
worked for the purpose of computing overtime. 

ARTICLE XIX 
Classifications 

Section 1. An employee entering a classification shall 
receive the rate of pay shown in Addendum A. An employee 
required to work temporarily in a lower jab classification shall, 
nevertheless, receive his achieved classified rate set forth in 
Addendum A. Further, an employee permanently reclassified 
to, or required to work temporarily in another job in the same 
job grade, shall retain his achieved classified rate set forth in 
Addendum A. 

Section 2. Except as provided in the following paragraphs 
in this section, an employee required to work temporarily in a 
higher job classification shall receive the Replacement Rate 
therefore set forth in AddendumA. An employee who has 
attained a higher regular job classification and who was 
demoted shall receive the highest rate which he had attained 
whenever he is required to work in such higher job 
classification. An employee who works temporarily in a higher 
job classification shall receive credit toward the higher rates 
for all hours worked in such higher job classification. When 
an employee has amassed 1,040 work hours in such capacity, 
he shall thereafter receive the Six Month Rate for work in the 
higher classification. When he has amassed an additional 
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1,040 work hours in such capacity, he shall receive the Twelve 
Month Rate for work in the higher classification. An employee 
who has attained a higher regular job classification, and who 
was demoted, shall have the number of actual work hours in 
such higher regular job classification credited toward the 
aggregate 1,040 work hour periods set out in this paragraph. 
Notwithstanding the preceding provisions, when upgrading 
is used to fill a position on a daily basis for a period of 130 
work days in any calendar year, and, if the Company thereafter 
determines a permanent vacancy exists, this vacancy will be 
posted in accordance with provisions of Article XXV hereof. 

Section 3. An employee is considered to be promoted 
when he is permanently reclassified to a job in a higher job 
grade. At the same time, except as provided in the following 
paragraphs of this section, his rate shall be increased to the 
Beginning Rate set forth in Addendum A, and in due course 
to the Six Month Rate and to the Twelve Month Rate. An 
employee who has attained such regular job classification, 
and who was demoted, shall receive the highest rate which 
he had attained when he is again promoted to that 
classification. In addition, the proper rate for an employee 
who has been promoted will be determined as follows: 
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(a) Employees who have amassed 173 or more hours in 
the classification to which they were promoted will 
be credited with the number of actual work hours 
achieved under Section 2 of this Article toward the 
Six Month Rate.Employees who have amassed 
1,213 or more hours in such classification to which 
they were promoted, will be credited with the number 
of actual work hours achieved under Section 2 of the 
Article toward the Twelve Month Rate. Those 
eligible employees will continue to receive credit 
in such classification for hours worked (exclusive 
of overtime) toward either the Six Month or 
Twelve Month Rate, whichever is applicable. 
However, once such employee achieves the Six 
Month Rate, his rate shall then be increased, in 
due course, to the Twelve Month Rate in a six 
month period as provided in the first paragraph 
of this section. 

(b) Employees who have not amassed at least the 173 
hours, as specified in (a) above, will be paid at the 
beginning rate and such employee will achieve the 
Six Month and Twelve Month Rates in due course 
on a monthly basis in accordance with the first 
paragraph of this section. 

Section 4. An employee is considered to be demoted when 
he is permanently reclassified to a job in a lower job grade. 
At the same time, his wage shall be reduced to the Twelve 
Month Rate set forth in Addendum A for such lower job. 
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Section 5. A Regular employee who is furloughed for lack 
of work and who is offered temporary reemployment by the 
Company shall be entitled to receive his regular classified 
rate of pay while performing temporary work during the period 
of his furlough, even though he is employed on work of a 
lower classified rate of pay. 
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For the purpose of this Section 5, a furloughed employee 
shall be construed to mean one laid off for lack of work, but 
whom the Company intends to recall upon the resumption of 
operations at his regular place of employment. 

ARTICLE XX 
Wearing Apparel 

Section 1. In conformity with the present practice of the 
Company, employees required to work under extreme 
weather conditions shall, if possible, be furnished with rain 
coats and rubber boots, which shall remain the properly of 
the Company. Upon failure of any employee to return such 
apparel, he shall be charged for same, and said charge may 
be deducted from any slim due such employee by the 
Company: Provided, however, that where the Company 
requires its employees to wear a particular kind of apparel, 
the Company agrees to furnish same in the first instance, the 
cost of replacement, however, to be borne 75% by the 
Company and 25% by the employee. 

Section 2. The Distribution Company agrees to furnish 
the first two (2) pairs of coveralls or the option of one (1) pair 
of coveralls and one (1) two-piece set of work clothing 
(Carhartt) and the first two (2) T shirts to outside Distribution 

Plant employees, excluding employees who are required to 
wear a uniform. Distribution employees may substitute a 
one piece set of work clothing (Carhartt) for the 
aforementioned two piece set of work clothing (Carhartt). 

Section 3. Such clothing will be provided on the following 
basis: (a) The Distribution Company will provide the first two 
(2) pairs of coveralls or one (1) pair of coveralls and one (1) 
two piece set of work clothing and the first two (2) T shirts 
(unless previously provided to an employee under prior 
agreements) without cost; (b) The cost of replacing such 
clothing when necessary will be borne 75% by the Distribution 
Company and 25% by the employee; (c) The employee will, 
at his own expense, keep such clothing clean and in good 
repair. 

ARTICLE XXI 
Holidays 

Holidays shall be: 
New Year’s Day 
Good Friday** 
Memorial Day (last Monday in May) 
Independence Day 
Labor Day 
Thanksgiving 
The Day After Thanksgiving 
Christmas 
Three (3) Personal (Floating) Days* *** 

*Only the Personal (Floating) Days may be taken in 
increments of four hours. 
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**Effective January 1,2004, Good Friday will no longer be 
a fixed holiday. 
***Effective January 1, 2004, the number of Personal 
(Floating) Days will increase to 4. 

In order that the service of the Company may be 
adequately and properly maintained, the Personal (Floating) 
Days are established with the understanding that the 
Company reserves the right to fix the time at which the 
Holidays may be taken, but will endeavor to arrange the day, 
if possible, at a time desired by the employee. Employees 
will not be entitled to the Personal (Floating) Days unless 
they have become classified as a “Regular” employee, as 
provided in Article II, Section 3(b) of this Agreement by 
November 1 in the year of hire. 

I 
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If any of the above holidays fall on Sunday, the following 
Monday shall be observed as the holiday, except when such 
Sunday falls on a regularly scheduled work day of an 
employee; and if any of the above holidays fall on Saturday, 
the preceding Friday shall be observed as the holiday, except 
when such Saturday falls on a regularly scheduled work day 
of an employee. Employees required to work on any of the 
above holidays shall be compensated for hours worked at 
the rate of two and one half times their regular rate of pay for 
the first eight hours worked, and at the rate of time and one 
half their regular rate of pay for any hours in excess of the 
first eight hours worked. Regular employees not working on 
any of the above holidays shall receive eight hours’ pay at 
their regular rate; and further, if any observed holiday falls on 
one of their regularly scheduled work days, such holiday shall 
be considered as time worked for the purpose of computing 
overtime. 
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ARTICLE XXll 
Jury Duty 

In the event a Regular employee is called for jury service, 
said employee shall request time off from his supervisor. The 
Company will pay the employee his regular base pay while 
serving such duty. 

ARTICLE XXlll 
Travel and Expenses 

Section 1 I An employee temporarily assigned from his 
home work station to another work station for a specific project 
anticipated to require one or more days of work, or for a 
specified length of time of one or more days, shall be (a) 
allowed to travel from his residence on Company time when 
first reporting to work at the temporary work station and when 
returning to his residence when the Company decides that 
his services at the temporary station are no longer required; 
(b) afforded the opportunity to travel to his residence and 
back to his temporary station every other weekend on 
Company time; (c) when the nearest suitable temporary 
lodging is more than ten miles away from the temporary work 
station, allowed to travel on Company time for the distance 
over ten miles both in reporting to the temporary station each 
morning and in returning to the place of temporary lodging 
each night; and (d) reimbursed for his reasonable and actual 
cost of temporary lodging and meals while away from home 
and lawful travel expenses and other reasonable and actual 
expenses incurred while away from home: Provided, that in 
lieu of the foregoing travel time allowances and expense 
reimbursements, the Company will reimburse the employee 
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for the actual cost of his midday meal and his actual daily 
travel expenses between his residence and the temporary 
station and back if the distance between his residence and 
the temporary station is reasonably close, and if such 
alternative does not impair or disrupt the work continuity, or 
create added expense, or adversely affect the employee’s 
performance of his temporary assignment. An employee in 
a daily travel situation under the “proviso” portion of Section 1, 
under normal driving conditions, will travel the first thirty (30) 
minutes going to and returning from the temporary assignment 
each day on his own time. Any travel time required beyond 
thirty (30) minutes will be considered as time worked. 

Section 2. An employee assigned to work outside the 
jurisdictional area of his home work station at the time of his 
mid-day meal will be eligible for a lunch money allowance of 
$5.30. 

Section 3. During the term of this Agreement, the personal 
vehicle mileage reimbursement rate shall be the Internal 
Revenue Service rate applicable to that period. 

ARTICLE XXlV 
Benefit Plans 

It is agreed that in the event the Company discontinues 
the Comprehensive Medical Expense Plan, Group Life 
Insurance Plan, or Retirement Income Plan, which are 
presently in effect, or changes the benefits of such Plans, 
then the Company shall promptly advise and forthwith meet 
with the Union to bargain over the affected benefits. 
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ARTICLE x>(V 
Job Posting and Bidding 

Section 1. When a permanent vacancy which is to be 
filled occurs within any of the job classifications set out in 
Addendum A, except Utility or Janitor, the Company will post 
notice thereof, including the intended date the vacancy is to 
be filled, in the particular basic seniority unit involved (as set 
forth by Article VII, Section 3(c)(l)) for a period of not less 
than ten (10) days prior to the time such vacancy is to be 
filled, during which time any eligible employee in such basic 
seniority unit may apply therefor; provided, however, that if 
any employee accepts a job that does not involve a change 
in his job classification, he shall be ineligible to exercise his 
rights to apply for another job that does not involve a change 
in his job classification for a period of twelve months following 
the effective date of job acceptance (provided further that an 
employee may exercise his rights to apply for another job 
that does not involve a change in his job classification if his 
work location is closed). In the event a permanent vacancy 
which is to be filled occurs within either the Utility or Janitor 
job classifications, the Company shall forthwith proceed ta 
consider those employees within the same basic seniority 
unit who had applicable Requests for Transfer on file at the 
time the vacancy occurred. Any such vacancy will be filled in 
accordance with the terms of this Agreement, and the 
Company will post the name of the employee awarded any 
such vacancy, within two weeks after the expiration of the 
ten day posting period, at all such work locations within the 
same basic seniority unit. 

Section 2. In the case of a permanent vacancy posted 
under Section 1 of this Article but not filled by a bidder and in 
the case of a permanent vacancy within either the Utility or 
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Janitor job classifications, the Company shall forthwith 
proceed to consider the following Regular employee groups 
in the order listed: 

(a) employees working elsewhere but with seniority rights 
in the basic seniority unit in which the permanent 
vacancy exists, who had applicable Requests for 
Transfer on file when the original vacancy was posted; 

(b) laid off employees who still retain their classifications d 
as Regular employees under Article II, Section 3(c) 

' 

here-of; 11 bargaining unit which is covered by this Agreement. 

requiring the Company to offer to the involved employees 
the same job classification under this Section 2 that was not 
filled by posting under Section 1. 

Section 3. In the case of a permanent vacancy posted 
under Section 1 but not filled under preceding sections of 
this Article, before filling said permanent vacancy with a person 
who is not a Regular employee, as defined in Section 3 of 
Article II of this Agreement, the Company shall post notice of 
said permanent vacancy at all other work locations within the 

(c) surplus employees; 

(d) pre-surplus employees; 

Such posting shall be for a period of not less than ten (IO) 
days, during which time any eligible employee (except those 
in the basic seniority unit involved) may apply therefor. 

(e) furloughed employees; and 

(f) other employees who had applicable Requests for 
Transfer on file when the original vacancy was posted. 

Employees who have Requests for Transfer on file and 
refuse to accept an offered transfer shall be ineligible to 
exercise their rights to (a) and (f) above for a period of twelve 
(1 2) months following the effective date of the offered transfer. 

Irrespective of the employee group from which the vacancy 
may be filled, such vacancy will be filled in accordance with 
the terms of this Agreement; and within twenty (20) days, the 
Company will notify the Union and the involved employees of 
the results of such review: Provided, that nothing in this Article 
or other Articles of this Agreement shall be construed as 

Any such vacancy will be filled in accordance with the 
terms of this Agreement; and the Company will post the name 
of the employee awarded any such vacancy, within two weeks 
after the expiration of the ten day posting period, at all such 
work locations: Provided, that nothing in this Article or other 
Articles of this Agreement shall be construed as requiring 
the Company to post the same job classification under 
Section 3 that was not filled under the preceding Sections of 
this Article. 

Section 4. The Union and the Company, being appreciative 
of the fact that the prompt filling of vacancies is to their mutual 11 advantage, agree that if the filling of a vacancy by the Job 
Posting and Bidding Procedure results in one or more 
additional, permanent vacancies (secondary vacancies) to 
be filled, the Company will endeavor to post such secondary 
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vacancies at the time of the posting of the primary vacancy. 
The Company will process the filling of all vacancies with all 
reasonable dispatch. 

Section 5. Newly hired employees shall be ineligible to 
bid on or transfer to another job for a period of twelve (12) 
months following the effective day of job acceptance, except 
where such bid would involve a promotion to a higher job 
classification. Nothing in this Section 5 shall be construed as 
limiting the Company’s right to transfer or to reassign 
employees. 

ARTICLE XXVI 
Worker’s Committee 

Section 1. The Union shall elect not more than eight (8) 
members from Local 5-0372 (to consist of at least one 
employee of Columbia Gas Transmission Corporation, one 
employee of Columbia Natural Resources, lnc., one employee 
of Columbia Gas of Kentucky, Inc., and one employee of 
Columbia Gas of Ohio, Inc.) and six (6) members from Local 
5-0628 (to consist of at least one employee of Columbia Gas 
Transmission Corporation and one employee of Columbia 
Natural Resources, lnc.) to represent it in negotiations with 
the Company, those representatives to be the group herein 
referred to as the “Worker’s Committee.” 

The foregoing shall have no effect upon the number of 
Worker’s Committee members authorized under Article XXVll 
to participate in the Grievance Procedure, except that at least 
one of the authorized Committee members so participating 
shall be an employee of the particular company involved in 
the grievance or controversy. 

Section 2. The Committee above mentioned shall be 
selected from among and by the employees subject to this 
Agreement; and in order to be eligible for membership on 
such Committee, an employee must be a Regular employee 
of one of the Companies party to this Agreement, a member 
of the Union, and an American citizen. 

Section 3. It is agreed that the Union will furnish the 
Company with a certified list of the members of said 
Committee and advise the Company, in writing, of any 
changes made therein from time to time, and only such 
members as have been duly certified by the Union shall be 
entitled to attend the meetings of said Committee and shall 
suffer no loss of pay therefore. 

ARTICLE XXVll 
Grievances 

Section 1. Any employee may discuss with his 
immediate supervisor any complaint or other matter which 
he feels requires adjustment. The employee may be 
accompanied by his committeeman or his steward if he so 
desi res. 

Section 2. If a settlement is not obtained in Section 1 
the employee or group of employees may seek redress as 
follows: 

Step II The aggrieved employee or group of employees 
shall present the grievance in writing, on forms to be 
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supplied by the Company, to the appropriate immediate 
supervisor within thirty (30) calendar days after the 
occurrence giving rise to the grievance. The Distribution 
Area Manager or the appropriate Superintendent, as 
the case may be, and/or such other Company 
representative as he may designate shall within ten (1 0) 
days (excluding Saturday, Sunday and Holidays) 
investigate and meet with the aggrieved employee, or 
one member of a group of aggrieved employees, and 
not more than three (3) members of the Worker’s 
Committee at a mutually agreed upon location. Within 
ten (IO) days (excluding Saturday, Sunday and 
Holidays) after such meeting, the Company’s decision 
shall be communicated in writing to the employee or 
employees concerned, the Worker’s Committee, and 
the Secretary of the Local. 

Step I I .  If results satisfactory to the employee or 
employees are not obtained in Step I, the case may 
then be submitted, in writing, within 30 days after the 
issuance of the Company’s Step I answer for final 
determination by the Company to the designated 
Human Resources representative. The Company 
shall within thirty (30) days (excluding Saturday, 
Sunday and Holidays) or by mutual agreement, meet 
with the aggrieved employee, or one member of a 
group of aggrieved employees, and not more than 
three (3) members of the Worker’s Committee. 
Within ten (IO) days (excluding Saturday, Sunday and 
Holidays) after such meeting , the Company will 
communicate its decision in writing to the Union. 

Section 3. It is agreed that if a grievance is not referred 
or appealed to the next Step within the specified time limits, 
as set out in Steps I and I I  above, it shall be considered 
settled without prejudice. The Management agrees that it 
will meet with the Worker’s Committee at such times as 
may be agreeable, and those members of the Committee 
who are caused to lose time from their regular schedules 
because of such meetings shall suffer no loss of pay. 

ARTICLE XXVlll 
Arbitration 

Section 1. If there arises any controversy between the 
employee or a group of employees and the Company, with 
respect to the interpretation of the provisions of this 
Agreement, or wherein there is alleged a violation of the terms 
of this Agreement, such controversy shall first be treated as 
an ordinary grievance and processed through the Steps, as 
provided for in Article XXVII. 

An earnest effort shall be made by the Company and the 
Union to reach an amicable adjustment of all grievances. 

Section 2. In the event an amicable adjustment of a 
grievance, as defined in Section 1 of this Article, cannot be 
reached by the grievance procedure as set out in Article XXVlI 
of this Agreement, the matter shall be submitted to Arbitration 
as provided in Section 3 hereof, after notice is given in writing 
within thirty (30) days after the completion of the grievance 
procedure. Unless notice is given within thirty (30) days as 
set forth above, the grievance shall be considered settled 
without prejudice. 
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Section 3. (a) If any controversy or grievance arising under 
the terms of this Agreement cannot be adjusted and settled 
in the manner above provided, the same shall be promptly 
submitted to a Board of Arbitration, to be selected as follows: 
One to be chosen without delay by the Company and one to 
be chosen without delay by the Union. These two shall meet 
within ten (IO) calendar days; and if they cannot reach 
agreement, the Union arbitrator shall, within thirty (30) 
calendar days, notify the Company arbitrator of the Union's 
desire to select a third member to complete the Board of 
Arbitration. In the event such notice is not timely given, the 
matter shall be considered to have been settled. If these two 
cannot reach an agreement as to the selection of a third 
member, the Federal Mediation and Conciliation Service or 
another arbitration service mutually agreed to by the Company 
and the Union shall appoint said third member to complete 
the Board of Arbitration. When the third member has been 
thus selected, the parties will attempt to provide him with a 
joint statement of the issue to be arbitrated. The Board of 
Arbitration shall limit its decision to the issue or issues thus 
submitted by the parties and shall have no authority to amend, 
add to, or subtract from this Agreement. The decision of 
such Board of Arbitration shall be rendered without delay, 
and the decision of the majority of said Board shall be final 
and binding on all parties involved in such grievance and 
shall conclusively determine the same. 

(b) If an employee's case is at any stage decided in his 
favor, he will be put in the same financial position by the 
Company as if it had been originally so decided and his 
seniority shall not be affected. 

(c) Any number of grievances may be presented at the 
same arbitration hearing or hearings so long as the latest of 
those selected for hearing was appealed to arbitration no 
more than sixty (60) days after the date first was appealed to 
arbitration. 

ARTICLE XXIX 

If any Court shall hold any part of this Agreement invalid, 
such decisions shall not invalidate the entire Agreement. 

ARTICLE XXX 

This Agreement shall be effective from December 1, 
2001, to the first day of December 2006, and, unless 
terminated at the end of that period by sixty (60) days' prior 
written notice from one party to the other, shall continue 
thereafter until terminated by either party on a sixty (60) 
days' written notice or amended by mutual consent. 

ARTICLE XXXl 

The PAPER, ALLIED-INDUSTRIAL, CHEMICAL, AND 
ENERGY WORKERS INTERNATIONAL UNION guarantees 
the Company performance of this Agreement by Local Unions 
Nos. 5-0372 and 5-0628 of the PAPER, ALLIED 
INDUSTRIAL, CHEMICAL., AND ENERGY WORKERS 
INTERNATIONAL UNION. 
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ARTICLE XXXll 
All notices in connection with the operation of this 

Agreement shall be mailed to: 

Director of Human Resources 
Columbia Gas Transmission Corp. 
P.O. Box 1273 
Charleston, West Virginia 25325 

Secretary-Treasu rer 
Local 5-0372 
P.O. Box 330 
Prestonsburg, Kentucky 41 653 

Financial Secretary 
Local 5-0628 
P.O. Box 6766 
Charleston, WV 25362 

Paper, Allied-Industrial, Chemical and Energy Workers 
International Union 
3340 Perimeter Hill Drive 
Nashville, TN 37211 

Director Employee and Labor Relations 
Columbia Gas of Kentucky, Inc. and Columbia Gas of 
Ohio, lnc. 
200 Civic Center Drive 
Columbus, OH 43216 

Director of Human Resources 
Columbia Natural Resources, Inc. 
900 Pennsylvania Avenue 
P. 0. Box 6070 
Charleston, WV 25362 
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Manager of Human Resources 
Columbia Gas of Kentucky, Inc. and Columbia Gas of 
Ohio, Inc. 
2001 Mercer Road 
Lexington, KY 40511 

Secretary-Treasurer 
Local 5-0372 
Kenova, WV 

Secretary-Treasurer 
Local 5-0628 
Clendenin, WV 

IN WITNESS WHEREOF, the parlies herelo have caused this Agreemenl to be executed 
by their proper aficen. thereunto duly authorized 

COLUMBIA GAS TRANSMISSION CORPORAVON and COLUMBIA NATURAL RESOURCES INC 

Human Resource$firectot 

COLUMBIA GAS OF KENTUCKY, INC and COLUMBIA GAS OF OHIO, INC 

Jovette Pino 
Director of Employee and Labor Relations 

Manager of Human Resources 



LOCAL 5-0372 PAPER ALLIED-INDUSTRIAL CHEMICAL, AND ENERGY WORKERS 
INTERNATIONAL UNION 

LOCAL 5-0628. PAPER, ALLIED-INDIJSTRIAL, CHEMICAL. AND ENERGY WORKERS 
INTERNATIONAL UNION 

A A  /A& 
Charles V Armslead 

I 

I 

I 

: -  

+4- ennelh Payne 

Nan Whik 

PAPER ALLIED-INDUSTRIAL. CHEMICAL, AND ENERGY WORKERS INTERNATIONAL 
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lob 
__ G n d c  

I *  
1 
2 
3 
4 
5 
6 
7 
8 
9 

SCHEDULE 4 

EFFECTIVE DECEMBER I .  2004 

Minimum 
Beginnmg 
or Replacc 
rnent Race 

Six- Twelve 
MonIh MonIh 
&& 

18 6128 18 7354 18 8246 
19 5156 19 6160 19 7832 
19 8946 20 0172 20 2178 
20 3293 20 4742 20 6748 
20 8978 21 0872 21 2152 
21 4996 
22 2576 
22 9263 
23 9629 
25 0775 

21 5888 21 8229 
223632 22 6477 
23 1716 23 4837 c 
24 3085 24 5537 
25 4171 25 7129 

.Rates to be paid IO employees enlermg the Utility-B (17 or Janilor-Night ( 1 7  classifications on or 
after December 1. 1984 

SCHEDLRE 5 

EFFECTNE DECEMBER I ,  2005 

Job 
____ Grade 

I *  
1 
2 
3 
4 
5 
6 
7 
8 
9 

Minnnum 
Begmnmg 
or Replacc- 
men1 Rate 
-__) 

192319 
20 1573 
20 5457 
20 9913 
21 5740 
22 1909 
22 9678 
23 6533 
24 7158 
25 8582 

SIX- Twelve . 
Month Monlh 

Rate - Rate - 
I9 3576 19 4490 
20 2601 20 4315 
20 6714 20 8770 
21 1398 21 3455 
21 7682 21 8993 
22 2823 22 5222 
23 0761 23 3676 
23 9046 24 2245 
25 0699 25 3213 
16 2062 26 5094 

*Rates lo be paid 10 employees entering the Uliiiry-B (19 or Janitor-Night (19 classificalians on or 
afferDecember 1. 1984. 

ADDENDUM A 
Job Classification 

COLUMBIA GAS TRANSMISSION CORPORATION 

COLUMBIA NATURAL RESOURCES, INC. 

Job Grade '1 
Janitor - Night 
Utility-B* 

Job Grade 2 
Utility-A 

Job Grade 3 
Lead Janitor - Night 

Job Grade 4 
Bailing Machine Helper 
Groundskeeper 
Operating & Maintenance - Trainee 
Roustabout-B 
Welder Trainee 

Job Grade 5 
Cleaning Out Helper 
District Instrument Mechanic-C 
Instrument Mechanic-B 
Truck Driver 
Warehouseman 
Well Tender 
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Job Grade 6 
Assistant Operator-B 
Bailing Machine Operator 
Carpenter 
Communication Repairman-B 
District Instrument Mechanic-B 
Inspector-A 
Inspector-Aerial 
Pumper 
Repairman 
Warehouseman-A 
Welder-B 

Job Grade 7 
Automotive Mechanic 
Operating & Maintenanceman - Operating Center 
Roustabout-A 
Truck Driver Heavy 
Welder-A 

Job Grade 8 
Automation & Electrical Mechanic -B 
Auto & Heavy Equipment Mechanic 
Cleaning Out Man 
Communication Repairman-A 
District Instrument Mechanic-A 
Electrician-B 
Heavy Equipment Operator 
Instrument Mechanic-A 
Operator-B 
Operating & Maintenance Man - Hdq. Bldg. 
Welder-AA 

Job Grade 9 
Automation & Electrical Mechanic-A 
Building Facilities Electrician 
Chief Automotive Mechanic 
District Instrument Mechanic-AA 
Electrician-A 
Machinist 
Maintenance Mechanic 
Operator-A 
Weld e r- AAA 

* Utility-B is automatically promoted to Utility-A upon 
completion of one year's service with the Company. 
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ADDENDUM A (conrinucd) 
COLUMBLAGAS OF KENI'IJCKY. INC and COLUMBLAGAS OF OHIO INC 

The following schedule of wagcs shall apply to Ihe follorvmg classifications for Ihe 
rrspcctwe periods SEI fonh below 

SCHEDULE 1 -- EFFECTIVE DECEMBER 1. 2001 AT CKY 
SCHEDULE 1 _-. EFFECTIVE MARCH I .  2002 AT COH - IRONTON 

Minimum 
Beginning Six- 
Or Replace- Month 

C l a s s  itica tion 

Building Maintenance Operator 
Carpenter (Upgrade Job Only) 
Construction &Rcguhr  Operator 
Customer S cMce-A 
Customer ScMct-B 
Customer S c M c e - S I  
Dispatcher-A 
Dispatcher-B 
G c n c n l  Utility-A 
General Utility-B 
Heavy Equipment Operator 
Inspector-A 
Inspector-B 
Mcasurcment &Regulation 

Inspector-AA (Upgrade Job Only) 
Inspector-A 
Inspector-B 

Meter Rcadcr 
Meter Reader' 
R E ~ U ~ ~ O I  Inspector-AA 

(Upgndc Job Only) 
Regulator Inspector-A 
S beet Strvicc-A 
Street S crvicr-A - Ironton- 
Secc r  Service-B 
S kee t  Service-C 
Truck Driver 
Truck Dnver Heavy 
Utility-A 
Uhlity-B" 
Warehouse 
Warchousrman 
W c Idsr-A 
We Ider-AA 
W e l d e r - M A  
We Idc r-B 
We Ide r-C 

m e n t  Ra te  

20 7460 
19 5466 
21 6993 
20 7460 
20 1310 
22 7243 
20 2643 
19 4340 
21 6993 
20 1310 
20 7460 
20 1310 
19 4340 

22 7243 
21 8223 
20 1310 
19 4340 
16 9125 
22 6525 

21 7608 
20 7050 
20 7050 
I9 4340 
18 8805 
19 4340 
20 1310 
17 9580 
16 7793 
19 7210 
19 4443 
20 7460 
21 6993 
22 7243 
20 1310 
19 8543 

Ra te  

za9715 
19 6390 
22 0170 
20971s 
20 2233 
23 0215 
20 3463 
19 5160 
220170 
20 223 3 
209715 
20 2233 
195160 

23 0215 
22 1298 
20 2233 
19 5160 
17 8555 
22 9703 

22 0683 
20 8280 
20 8280 
19 5160 
14 0548 
19 5160 
20 2233 
18 0708 
16 8920 
19 7928 
19 5263 
209715 
22 0170 
230318 
20 2233 
20 1003 

7 w e l v e -  
Month 
Rate  

21 2585 
19 8953 
22 2425 
21 2585 
204898 , 
23 3188 
20 6230 
19 7313 
22 2425 
20 4898 
21 2585 
20 4898 
197313 

23 3188 
22 3655 
20 4898 
19 7313 
I8 7883 
23 2470 

22 3040 
21 0843 
21 0843 
19 7313 
19 1573 
19 7313 
20 4898 
18 2553 
16 9740 
I9 9670 
197313 
21 2585 
22 2425 
23 3188 
20 4898 
20 2745 

%ales to be pnid to cmplayces ontrring the Mctcr Reader ClarriGcauon on or ahcr Dcccmbcr I ,  1984 
WDlry-B is rutama"csliyprornorcd to UtiiilyAupan complctioii ofonr year's scwicc wiili Ihc Company 

Wage ratc lor cnbi lg  Ironton Socct  Scrvicc Acmployscs only Employccs e n a t k g  [he cbrrificat~on 
ahcr Dcccmbcr  1 . 2 0 0 1  wlllgo in a t  Ihhe othcr StrcciScrvicc A n r c  schcdulc 
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ADDENDUM A I c on tin uc d) 
COLUMBLAGAS OF KEh7UCKY INC and COLUMBLAGAS OF OHIO INC 

Tlie follow in^ schedule of wages shall apply to the folluwinc c h s s 6 x l i o n s  for the rrspe~tivr 
pcnods s e t  tonli hrlow 

SCHEDULE 2 --- EFFECTIVE DECEMBER I 2002 

Class ~ c a  tion 

Building Maintenance Operator 
C a r p e n l e i  (Upgrade Job Only) 
Construction &Regula tor  Operator 
C u s t o m e r  Service -A 
C u s t o m e r  Setvice-B 
C u s t o m e r  Service-Si- 
Dispatcher-A 
Dispatcher-B 
G e n e r a l  Utility-A 
General Utility-B 
Heavy Equipment Opera tor  
Inspector-A 
Inspector-B 
M e a s u r e m e n t  &Regulation 

Inspector-AA (Upgiade Job  Only) 
Ins p e c  tor-A 
Inspector-B 

Me te r R e  adr r 
Meter Reader* 
Regulator Inspector-AA 

(Upgrade Job  Only) 
Regulator Inspector-A 
St ree t  Service-A 
St ree l  Service-B 
Street Service-C 
Truck Driver 
Truck Diiver Heavy 
Utility-A 
Utility-B4 
W a r e h o u s e  
W a r e h o u s e m a n  
W e  Ide r-A 
Welder-AA 
Welder-AAA 
Welder-B 
Welde r-C 

Minimum 
Beglnnlng 
01 Replace 
ment Rate 

21 2647 
20 0354 
222411  
21 2647 
20 6343 
23 2974 
20 7709 
19 9199 
22 2417 
20 6343 
21 2647 
20 6343 
19 9199 

23 2924 
22 3678 
20 6343 
199199  
17 3353 

23 2188 
2 2  3048 
21 2226 
I Y  9199 
19 3525 
19 9199 
20 6343 
I8 4070 
17 1987 
20 2140 
19 9304 
?I 2647 
2 2  2411 
23 2924 
20 6343 
20 3506 

S lx- 
Month 
Rate 

21 4958 
LO 1300 
22 5674 
21 4958 
20 7288 
23 5970 
20 as49 
20 0039 
22 5674 
20 7288 
21 4958 
20 7288 
20 0039 

23 5970 
22 6830 
20 7288 
20 0039 
18 3019 

23 5445 
22 6200 
21 3487 
20 0039 
195311 
20 0039 
20 7288 
18 5225 
17 3143 

LO 2876 
20 0 144 
21 4958 
22 5674 
23 6075 
20 7288 
20 6018 

Twelve- 
Month 
Rate 

21 7900 
20 3926 
2 2  7986 
21 7900 
21 0020 
23 9017 
21 1386 
20 2245 
22 7986 
31 0020 
21 7900 
21 0020 
20 2245 

23 9017 
22 9246 
21 0020 
20 2245 
19 2580 

23 8282 
2 2  8616 
21 6114 
20 2245 
19 6362 
20 2245 
21 0020 
I 8  7116 
17 3984 
20 4662 
20 2245 
21 7900 
22 7986 
23 9017 
21 0020 
20 7814 

*Rates to br pnid to empluycer enter& thc MctcrRrndcr ChsriGcauon on oraircr Dsccmbar I 1P84 
LUUlhy.B I aulomuticslly pmmotcd tu UuLry-Aupon compleuon ofonc year's service with ihc Company 

69 



ADDENDUMA (continued) 
COLUMBIAGAS OF KENTUCKY INC and COLUMBIAGAS OF OHIO. INC 

T h e  following schedule ot wages shall apply IO the followin_r classifications for the respactrve 
pcnods s e t  fonh below: 

SCHEDULE 3 -- EFFECTIVE DECEMBER 1.2003 

Minimum 
Beginning Six- 
Or Replace- Month 

Classification 

Building Maintenance Operator 
Carpenter (Upgrade Job Only) 
Construction &Regulator Operator 
Cus tomer  Service-A 
Cus  tomer S e mice -B 
Cus tomer  S e  rvice -S  r 
Dispatcher-A 
Dis pa tcher-B 
Genera l  Utility-A 
Genera 1 Utility-B 
Heavy Equipment Operator 
Ins pector-A 
Inspector-B 
Measurement  &Regulation 

Inspector-AA (Upgrade l o b  Only) 
inspector-A 
Inspector-B 

Meter R e a d e r  
Meter Reader*  
Regulator Inspector-AA 

(Upgrade Job  Only) 
Regulator Inspector-A 
S t r e e t  Service-A 
S tree I S e m c e  -B 
St ree t  Service-C 
Tiuck Driver 
Truck Driver Heavy 
IJtility-A 
(Jtiliry-B” 
Warehouse  
Warehouseman 
We Ider-A 
Welder-AA 
Welder -Ah4 

Jelder-B 
<e Ider-C 

ment Rate 

22 1086 
LO 8424 
23 1150 
22 1086 
21 4593 
24 1971 
21 6000 
20 7234 
23 1150 
21 4593 
22 1086 
21 4593 
20 7234 

24 1971 
13 2448 
21 4593 
20 7234 
18 0614 

24 1214 
23 1799 
22 0652 
20 7234 
20 1391 
20 1234 
21 4593 
19 1652 
17 9207 
20 8204 
20 7343 
22 1086 
23 1150 
24 1971 
21 4593 
20 9611 

Rate 

22 3467 
20 9399 
23 4504 
22 3467 
21 5567 
24 5109 
21 6866 
20 8100 
23 4504 
21 5567 
22 3467 
21 5567 
20 8100 

24 5 109 
23 5695 
21 5567 
20 8100 
19 0569 

14 4568 
23 5046 
22 1951 
20 8100 
20 323 1 
20 8100 
21 5567 
19 2842 
I8 0397 
20 8962 
20 8208 
22 3467 
23 4504 
24 5218 
21 5567 
21 2208 

Twelve - 
Month 
Rare 

32 6497 
21 2103 
23 6885 
22 6497 
21 8381 
24 8248 
21 9787 
21 0373 
23 6885 
21 8381 
22 6497 
21 8381 
21 0373 

24 8248 
73 8184 
21 8381 
21 0373 
20 0417 

24 7490 
23 7534 
22 4657 
21 0373 
204313 
? I  0373 
21 8381 
19 4790 
18 1263 
21 0802 
21 0373 
22 6497 
23 6885 
24 8248 
21 8381 
21 4048 

‘Rates to bc prd  IO employrcs cmcnng thc MclcrRend.rChsrification on o r a h e r  Deccrnhcr 1. 1984 
WJULty-B IS autornauczUy promoted IO UtJny-Aupon completion of ons ycar’r rcrvicc wllh IC Company 
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ADDENDUMA fconnnucdl 
COLUMBIA GAS OF KENTUCKY INC and COLUMBL4 GAS OF OHIO. INC 

The lollowmg schedule of wages shall apply to the tollowmg classdimlions tor thc respecttve 
prnods S C I  forth below 

SCHEDULE 4 --- EFFECTIVE DECEMBER I 2004 

Classification 

Building Maintenance Operator 
Carpenter (Upgrade Job Only) 
Consmct ion  &Regulator Operator 
Cus tomer  Service-A 
Cus tomer  Service-B 
Cus tomer  S e r v i c e 4 1  
Dhpatcher-A 
Dh pa tche r-B 
Genera l  Utility-A 
Genera l  Utility-B 
Heavy Equipment Operator 
Inspector-A 
Inspector-B 
Measurement  &Regulation 

Inspector-AA (Upgrade Job Only) 
Inspector-A 
Ins pe ctor-B 

Meter R e a d e r  
Meter Reader’ 
R e  gula tor Ins pe ctor-AA 

(Upgrade Job  Only) 
R e gula [or Ins pe ctor-A 
S l r e e t  Service-A 
Street Service B 
Street  Service-C 
Truck Driver 
Truck Driver Heavy 
Utility-A 
Utility-B* 
Ware hous e 
Warehouseman 
W e  Ide r-A 
Welder-AA 
Welder-AAA 
Welder-B 
Welder-C 

Minmum 
Brgmnmg 
Or Replace- 
ment Rate 

22 9263 
21 6221 
23 9629 
22 9263 
22 2576 
25 0775 
22 4025 
21 4996 
23 9629 
22 2576 
22 9263 
22 2576 
21 4996 

25 0775 
24 0967 
22 2576 
21 4996 
18 7577 

24 9995 
24 0298 
22 8816 
21 4996 
20 8978 
21 4996 
22 2576 
19 8946 
18 6128 
21 4451 
21 5108 
22 9263 
23 9629 
25 0775 
22 2576 
21 5900 

S K- 
Month 
Rate 

23 1716 
21 7225 
24 3085 
23 1716 
22 3579 
25 4008 
224917 
21 5888 
24 3085 
22 3579 
23 1716 
22 3579 
21 5888 

25 4008 
244311 
22 3579 
21 5888 
I9  7832 

25 3450 
24 3642 
23 0154 
21 5888 
21 0872 
21 5888 
22 3579 
20 0172 
18 7354 
21 5231 
21 6000 
23 1716 
24 3085 
254119 
22 3579 
21 8575 

Twelve- 
Month 
Rate 

23 4837 
22OOll 
24 5537 
23 4831 
22 6477 
25 7240 
22 7926 
21 8229 
24 5537 
22 6477 
23 4837 
22 6477 
21 8229 

25 7240 
24 6874 
22 6477 
21 8229 
20 7974 

25 6460 
24 6206 
23 2941 
21 8229 
21 1987 
21 8229 
22 6477 
20 2178 
18 8246 
21 7126 
1 1  8229 
23 4837 
24 5537 
25 7240 
22 6471 
22 0469 

‘R3tcr 10 bc paid Io cmployccr entering IC MctrrReadcrClussi6cauon on orahcr Dcccmber 1. 1984 
4 i I & y E  s rutomatrally promoted Io UI&iy-Aupon cornpleuon d u n e  ycsr’s IcrYiCe wlh IC C o m p m y  
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ADDENDUM A tconrmucd) 
COLUMBRGAS OF KENTUCKY JNC and COLUIvBRGAS OF OHIO INC 

The toUowm~ schedule of wanes shall applv to the ioUowme chsstticntions tor thc rcspectlve .. . 
prnods set  fonh beluw 

SCHEDULE 5 - EFFECTIVE DECEMBER 1.2005 

Minimum 
Beginning Six- 
Ox Replace- Month 

Classification 

Building Mamtenance Operator 
Carpenter (Upgrade Job  Only) 
Construction &Regulator Operatur 
Customer Service-A 
Cus tonier S ervice-B 
Customer Service-Sr 
Dispatcher-A 
Dspalcher-B 
General UtPty-A 
General Utiliry-B 
Heavy Equipment Operator 
Ins pc ctor-A 
Inspector-B 
Measurement &Regulation 

Inspector-AA (Upgrade Job  Only) 
Inspector-A 
Inspector-B 

Me le r Re a d e  r 
Meter Re a der* 
Regulator Inspector-AA 

(IJpgrade J o b  Only) 
Regulator Inspector-A 
S u r e t  Servicc-A 
S n e e t  Service-B 
S h e e l  S ervicc-C 
Truc k Drive r 
Truck Driver Heavy 
Utility-A 
Utiliry-Bn 
Warehouse 
Ware lious e man 
Welder-A 
We Ide r-AA 
We 1dc 1-M 

We Ide r-B 
We Ide 1-c 

men! Rate 

23 6533 
22 3164 
24 7158 
23 6533 
22 9678 
25 8582 
23 1163 
22 1909 
247158 
22 9678 
23 6533 
22 9678 
22 1909 

25 858?  
24 8529 
22 9678 
22 1909 
19 3804 

25 7783 
24 1843 
23 0447 
22 1909 
21 5740 
22 1909 
22 9678 
20 5457 
19 2319 
21 Y812 
22  7023 
23 6533 
24 7158 
25 8582 
22 9678 
22 1297 

Rate  

23 9046 
224193 
25 0699 
23 9046 
23 0706 
26 1895 
23 2077 
22 2823 
?5 0699 
23 0706 
23 YO46 
23 0706 
22 2823 

26 1895 
25 1956 
23 0706 
22 2823 
204315 

26 1324 
25 1270 
23 1784 
22 2823 
21 7682 
22 2823 
23 0706 
20 6714 
19 3576 
22 0612 
22 2937 
23 9046 
25 0699 
262010 
23 0706 
22 4039 

Twe lve - 
Month 
Rate 

24 2245 
22 7048 
25 3213 
24 2245 
23 3676 
26 5209 
23 5162 
22 5222 
25 3213 
23 3676 
24 2245 
23 3676 
22 5222 

26 520Y 
25 4584 
23 3676 
22 5 2 2 2  
21 4711 

26 4409 
15 3898 
23 4571 
2 2  5222 
21 8824 
22 5222 
1 3  3676 
20 8770 
19 4490 
22 2554 
12 5222 
24 2245 
25 3213 
26 5209 
23 3676 
22 5981 

ADDENDUM B 

The term “shift” within the meaning of this Agreement 
applies to operations wherein there is a change of one set of 
employees, that is, one or more employees, for another in 
order to maintain operations on a continuous or nearly 
continuous basis for at least three (3) or more consecutive 
days. A shift worker is an employee assigned to a shift for 
the above stated purpose. 

, 

The term “day shift” means that shift worked during the 
daytime, normally beginning at 8:00A.M., and ending at 
4:OO P.M. The term “evening shift” refers to the shift 
immediately following the day shift, normally beginning at 
4:OO P.M., and ending at midnight. The term “morning shift”’ 
refers to the shift immediately preceding the day shift, normally 
beginning at midnight and ending at 8:OO A.M. 

’ 

There shall be paid a shift premium of differential to shift 
workers working on shifts other than the day shift as follows: 

Effective December 1,2001 : 
Evening Shift $1.1 5 per hour 
Morning Shift $1.40 per hour 

ADDENDUM C 

Employees in a compressor station and an extraction 
plant shall receive 1 O$ per hour over and above their classified 
rate of pay at any time while actively and actually engaged in 
cleaning fire tube or water tube steam boilers of the types 
certified in 1960 by the Company’s insurance carrier. 

73 
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“U!hry-B E ruroieal~cnliy promoted 10 Ulllity-Aupon complclion ofonc ycrr’s Service IVIII) llic Company 
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When an employee is assigned to perform scuba diving 
duties, he shall be paid at the following rate: 

Effective December 1, 1999 $30.00 per hour 

These rates will not be applicable during periods of training 
and/or practice sessions. 

When an employee operates a heavy duty, rubber tired, 
tractor type mower on pipeline rights of way, said employee 
will receive the '1 2 month rate in Job Grade 6. 

A Communication Repairman B will receive the 
Communication Repair man A's 12 month rate of pay while 
performing maintenance and repair work while on the tower. 

ADDENDUM D 

- Clothing Allowance 

In lieu of the Wearing Apparel Items under Article XX, the 
Trans-mission and CNR Companies will pay a clothing 
allowance of $200 annually during the month of December 
to eligible employees. 

Non-Destructive Testing 

Employees qualified to perform nondestructive testing 
procedures utilizing Magnaflux or Dye penetrant will be 
upgraded to 12 month rate of Job Grade 6 when performing 
such duties. 

Employees qualified to perform nondestructive testing 
procedures utilizing Ultrasonic will be upgraded to the 12 
month rate of Job Grade 8 when performing such duties. 
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COLUMBIA GAS TRANSMISSION CORPORATION 
COLUMBIA NATURAL RESOURCES, INC. 

COLUMBIA GAS OF KENTUCKY, INC. 
COLUMBIA GAS OF OHIO, INC. 

AND 
PAPER, ALLIED-INDUSTRIAL, CHEMICAL, AND 

ENERGY WORKERS 
INTERNATIONAL UNION LOCALS 5-0372 AND 5-0628 

LETTER OF AGREEMENT 

It is understood that the following will be applicable during 
the term of the present labor agreement executed December 
1, 2001. Upon expiration of said agreement, the following 
are terminated: 

1. Requests for Transfer and Bargaining Unit Wide Job 
Postings 

The Company agrees to send the 1Jnion copies of all 
Requests for Transfer and all bargaining unit wide 
notices an Job Posting and Bidding that apply to Local 
5-0372 and 5-0628. 

2. Censure RecJorts 

As a policy, censure reports are reviewed periodically 
by each supervisor to determine if the censure is still 
applicable to its original intent. Those not pertinent 
are destroyed. 
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To assure each employee concerned that the above 
procedure is followed, the Company will, beginning 
January 1, 1995, request each supervisor to review 
all censures on file and destroy those no longer 
deemed relevant. Censures still deemed material will 
be reviewed annually and treated as stated above. 
Affected employees will be notified when their censure 
is destroyed. 

3. Utilitv Classification Vacancv Notices 

Although Article XXV (Job Posting and Bidding) of the 
Agreement does not require the posting of a 
permanent Utility vacancy, the Company will give 
notice of available Utility job vacancies within the Area/ 
Region/District in which the vacancy exists to insure 
that all employees are aware of these openings and 
can make their interests known and are given equal 
opportunity for advancement. 

4. The Arbitration Opinion and Award issued by Marlin M. 
Volz in Grievance No. 12 74 on June 7, '1977, will be 
controlling on the parties insofar as the proper 
interpretation of the requirements of Article XVIII, 
Section 8. 

While reference must be made to the full Arbitration 
Opinion, including the Award, for purposes of adhering 
to the determination of Mr. Volz for future disputes 
under Article XVIII, Section 8, the parties agree to the 
following: 
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Employee will be afforded opportunity to work overtime 
equal to the hours and rate of pay for which the 
employee was incorrectly deprived after the employee 
has selected three (3) dates within a one week period 
for each eight (8) hours of remedial overtime. 

5. Columbia Gas of Kentucky. Inc. and Columbia Gas of 
Ohio, Inc. - Meter Reader Reimbursement for Personal 
Mileage 

Effective December 1,1997, the Company agrees to 
the following method of reimbursement for Meter 
Readers who are required to use their personal cars 
on Company Meter Reading assignments: 

A. For assignments that begin one half mile or less 
from the Meter Reading reporting location, no 
allowance will be paid. 

B. For assignments that begin over one half mile 
from the reporting location, $4.73, per day will 
be paid plus an allowance equal to the Internal 
Revenue Service rate applicable for the period 
for mileage in excess of 15 miles. 

NOTE: Mileage will be determined on the 
basis of miles driven from the 
reporting point to the start of the 
Meter Reading assignment, and for 
one trip through the Meter Reading 
book back to the reporting point. 
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6. Utilitv Proaressions 

A. Columbia Gas Transmission Corporation 
Columbia Natural Resources, Inc. 

maximum rate and will, if qualified, progress to the 
minimum rate of Street Service C in twelve (12) 
months. 

7.  

Those qualified employees having twenty four 
(24) months of service in the Utility classification 
will be upgraded to the beginning rate of the 
Roustabout B classification. 

B. Columbia Gas of Kentucky, Inc. and Columbia 
Gas of Ohio, Inc. 

Those qualified employees having twenty four 
(24) months of service in the Utility classification 
will be upgraded to the beginning rate of the 
Street Service C classification. 

NOTE: Those individuals in progression for 
Roustabout B or Street Service C 
classifications are not eligible to bid 
on any posted Roustabout B or 
Street Service C or B vacancy. 

Notwithstanding the provisions of the Labor 
Agreement, it is understood by the parties to this 
Agreement that an employee in Columbia Gas 
Transmission Corporation or Columbia Natural 
Resources, Inc., having twenty four (24) months or 
more in the Utility progression will, when transferring 
to Columbia Gas of Kentucky, Inc., or Columbia Gas 
of Ohio, Inc., enter the Utility A classification at the 
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8. Article XVIII, Section 2 - Sundav Premium for Shift 
Workers 

Although Section 2 of Article XVlll does not require 
the payment of the Sunday Premium (double time) to 
shift workers, the Parties agree that the Sunday 
Premium would be applicable to shift workers under 
the following: 

A. Double time will now be paid to nonscheduled 
shift workers who are called out to work on 
Sunday. In addition to the Sunday Premium, 
the employees will also receive the applicable 
shift differential. 

B. A shift worker required to work a double shift on 
Sunday will be (1) paid his regular rate and the 
applicable shift differential while working his 
regularly scheduled shift, and (2) will be paid 
double time plus the applicable shift differential 
while working on the second shift on Sunday. 
[(2) modifies Section 6 of Article XVIII only to the 
extent of the rate of pay to be paid on the double 
shift on Sunday.] 

C. A shift worker scheduled to work on Sunday will 
receive his regular rate of pay and the 
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applicable shift differential. To further clarify 
the Parties' interpretation of the above, if any 
employee's scheduled shift or his regular day 
off is changed any time-r to a Sunday, the 
Section 5 of Article XVlll is applicable and not 
Section 2, since the employee would have 
received prior notice and have been 
scheduled to work on that Sunday. If an 
employee's scheduled shift or his regular day 
off is changed on a Sunday, then the 
employee would receive the appropriate 
compensation from either Section 2 or from 
Section 5 of Article XVIII, whichever is the 
higher, but not both. Of course, any other 
condition or qualification contained in 
Sections 2 and 5 must be considered in 
determining the appropriate rate of 
compensation. 

9. PACE-COPE Checkoff 

The Company agrees to deduct from the wages of 
those employees who are members of the Union and 
who voluntarily authorize such deductions on forms 
provided by the Union, the amount specified as the 
employees' con-tributions to the PAPER, ALLIED- 
INDIJSTRIAL, CHEMICAL, AND ENERGY 
WORKERS INTERNATIONAL UNION Committee on 
Political Education Fund (PACE-COPE). 

The Company also agrees to transmit said payroll 
deductions immediately to the Financial Secretary of 

80 

Local 5-0628 or to the Secretary-Treasurer of Local 5- 
0372, whichever is applicable, together with a list of 
the names of employees for whom the deductions 
have been made and the amount deducted for each 
such employee. 

The amount and timing of such payroll deductions and 
the transmittal of such voluntary contributions shall 
be as specified in such forms and in conformance 
with any applicable state or federal statute. 

The Union agrees to reimburse the Company for the 
full costs incurred in making the PACE-COPE payroll 
deductions, which costs will be deducted from 
employee contributions before transmittal to the 
Secretary-Treasurer of Local 5-0372 or to the Financial 
Secretary of Local 5-0628. 

The signing of such PACE-COPE checkoff form and 
the making of such voluntary annual contributions are 
not conditions of membership in the Union or of 
employment with the Company. 

The Union shall indemnify and save the Company 
harmless against any and all claims, demands, suits, 
or other form of liability that shall arise out of or by 
reason of action taken or not taken by the Company 
for the purpose of complying with any of the provisions 
of this Agreement. 
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10. Columbia Gas of Kentuckv. Inc. and Columbia Gas of 
Ohio, Inc. - Service Work Training Requirement 

All classifications that require Service Work (Customer 
Service B and General lJtility A) in the job description 
for the classification will be required to successfully 
complete the Customer Service training program. One 
year following completion of the Customer Service 
training program the employee will be given a 
mandatory skills review qualification test. A grade of 
80% must be achieved on the skills review qualification 
test to pass the qualification test. 

In the event that an employee fails the required test, 
he will be given the opportunity to remain in his 
classification for an additional six (6) months, at which 
time he will be given another test. 

If an employee fails the second test, then he will be 
placed in a job, if available, for which he is qualified 
and able to perform. 

Employees that hold classifications that do not require 
Service Work in their job description but voluntarily 
accept Customer Service training when available, will 
be required to take a skills review qualification test 
one (1) year following completion of the Customer 
Service training. A grade of 80% must be achieved 
on the skills review qualification test to pass the 
qualification test. 

In the event that an employee fails the required test, 
he will be given the opportunity to take a second test 
six (6) months following the date of the first test. 

An employee that has voluntarily taken service training 
that fails the second test will no longer be qualified to 
perform service work. 

An employee that has voluntarily taken service training 
that has successfully completed the training and has 
passed the skills review qualification will receive 
upgrade pay when applicable at the appropriate 
Customer Service A rate when performing service 
work. 

CLASSIFICATIONS 

Customer Service-B 

This will be the entry level job for new Customer 
Service employees; the employees will be required to 
remain in this classification until they have successfully 
completed all the requirements of the Service Training 
Program and the mandatory skills review qualification 
test. 

Current Customer Service C employees with 
two (2) or more years of service may progress to the 
Customer Service A classification by requesting and 
passing the test. If the current employees do not pass 
the test, or choose not to take the test, then they will 
remain Customer Service B’s for as long as they are 
in the Service Department or until they pass the test. 
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Customer Service-A GENERAL INFORMATION 

This classification provides for progression of 
an employee who has successfully completed the 
Customer Service Training program and passed the 
skills review qualification test. An employee serving 
in this classification for a period of five (5) years may 
then request to be tested for progression to the 
Customer Service Senior classification. This test is 
voluntary. 

If an employee elects to take the test, and he 
fails, then he may not take the test for a period of one 
(1) year. 

Current Customer Service B employees with 
five (5) or more years of ser-vice may progress to the 
Customer Service Senior classification by requesting 
and passing the test. 

Customer Service Senior 

This classification provides for progression of 
Customer Service A employees who have 
satisfactorily performed the duties of Customer Service 
A for a period of five (5) years or more and who have 
passed the qualification requirements for progression 
to this classification. 

1. The wage structure for the three (3) 
classifications remain the same as the current 
wage structure. 

2. Current employees in the Service Department 
me “grandfathered.” They will not be required 
to progress to the Customer Service A 
classification or Customer Service Senior 
classification. Additionally, should a current 
employee elect to take the qualification test and 
fail, he may remain in his classification. 
However, the applicable time periods 
mentioned with regard to retesting will be 
followed. 

The guidelines below regarding the Service 
Department qualification tests for progression 
are to be followed in order to establish 
uniformity and consistency within the program. 
These guidelines have been developed in 
response to questions concerning present 
Service Department employees in the entry 
level classifications, and new Service 
Department employees who may have had 
previous experience as Servicemen. 

A. Present Servicemen in the entry level 
classifications who have seven or more 
years’ experience in those classifications 
may request to take a qualification test 
for either the new Customer Service A 
or Senior classification. 

I 

3. 
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(1) If the employee requests to take the test for 
Customer Service Senior and he passes, 
then he will be classified as a Customer 
Service Senior. 

(2) If the employee fails the Senior test, then 
he may take the test for Customer Service 
A. If he passes the Customer Service A 
test, then he will be classified as a Customer 
Service A. He will then be required to 
complete five years of service within that 
classification before he may take the senior 
test. 

(3) If the employee fails the A classification test, 
then he must wait six months before he can 
be retested. if he fails the test a second 
time, then he must wait one year before he 
will be retested. 

8. 

B. Service Department employees 
who have two or more years’ previous 
experience in the Service Department 
may request to take the test for 
progression to Customer Service A only. 
If he passes the A test, then he will be 
classified as a Customer Service A. He 
will then be required to complete five 
years of service within that classification 
before he may take the Senior test. If 
the employee fails the A classification 
test, then he must complete two years of 
service in the Customer Service B 
classification before he can take the A 
test. At this point, the procedures outlined 
in the original program become effective. 

Service Department job postings in the future 
will be as follows: 

“Customer Service-B - Customer 
Service- A ’  

___ 11. Columbia Gas of Kentucky. Inc. and Columbia 
Gas of Ohio, Inc.. Work Schedules: 

A. Flexible Work Hour Schedule 
The Company will offer a limited number 
of four (4) ten hour work day schedules. 
These schedules will be Monday through 
Thursday or Tuesday through Friday 
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schedules. During such a ten (10) hour 
schedule premium pay and shift 
differential , if applicable, will begin after 
ten (1 0) hours of work on a scheduled ten 
(1 0) hour day and for any time worked in 
excess of 40 hours in one week. If an 
employee is scheduled to work on any day 
of rest except for Sunday, he/she will be 
paid at the rate of time and one half. All 
work performed on Sunday shall be paid 
for at the rate of double time unless it is 
part of the employee’s normal work 
schedule. 

The four (4) ten ( IO) hour schedules will 
be offered on a voluntary basis and either 
party can opt out of this schedule with a 
two week notice to the opposite party. If 
there are more employees who volunteer 
for the four (4) ten ( I O )  hour schedules 
than available schedules, the Company 
will staff the schedules by work location 
on a qualified senior basis. 

Sick Leave, Vacation. Personal Holidavs 
An employee who misses work due to 
illness, vacation or personal holiday, will 
be charged for all hours of scheduled work 
missed (i.e., ten (1 0) hours of short-term 
disability for one (1) ten (10) hour day of 
absence). 

Companv Holidavs 
If the holiday falls on a day off - Employee 
will be given a day off in lieu of the holiday 
during the same week the holiday occurs. 
Eight (8) hours will be charged to holiday. 
The employee can work two extra hours 
during that week, but such two hours will 
be at straight pay. The two extra hours to 
be determined by the Company, (or use 
personal holiday or vacation to make up 
the two hours or as an alternative, an 
employee may revert to a standard eight 
(8) hour day, for a five (5) consecutive day 
work week at any time with approval of 
h is/h e r immediate supervisor) I 

If the holiday falls on a regularly scheduled 
day of work - Employee is charged with 
eight (8) hours of holiday and will make 
up the two hours needed during that work 
week at straight time pay. The two extra 
hours to be determined by the Company, 
(or use personal or vacation to make up 
the two hours, or as an alternative, an 
employee may revert to a standard eight 
(8) hour day, for a five (5) day work week 
at any time with approval of h idher  
immediate supervisor). If two holidays 
occur in any one week, the employee’s 
regular work schedule will revert to a 
standard eight (8) hour day for a five (5) 
consecutive day work week. 
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13. 

14. 

and are subject to all the provisions of the 
Agreement, provided however, if an 
employee who is covered by the Agreement 
is declared “surplus” (see Article XXV, 
Section 2) and accepts a position with a 
Columbia company at a work location not 
covered by the Agreement, such employee 
will no longer accumulate, but will retain, the 
seniority he achieved while in the bargaining 
unit, IF the employee returns to a position 
covered by the Agreement on the first 
opportunity given to him. No regular 
employee shall be demoted when an 
employee returns to the bargaining unit 
under this provision. 

Upgrading 

In recognition of the Company’s need to maintain 
efficient operations and achieve a diversified skilled 
workforce, when upgrading is required, within the Basic 
Seniority Unit, consideration will be given to the 
available qualified Senior employee at the work 
location involved. 

It is understood that the above is not applicable to 
any other provisions of the Agreement. 

Automation & Electrical Mechanic Progression 

Individuals in the Automation & Electrical Mechanic- 
B (A&E) classification will progress to Automation & 
Electrical Mechanic-A classification upon becoming 
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15. 

16. 

17. 

- . -. . ........ . . .. .._.__I- 

fully qualified to perform all the duties of the Automation 
& Electrical-A classification. The initial postings will 
be for Automation & Electrical Mechanic-B position 
and then a progression to the Automation & Electrical 
Mechanic A-position. 

Pauers 

Issuance of pagers will be on a voluntary basis and 
the employee with the pager has an obligation to call 
back when the pager goes off. It is mutually 
understood by both parties that reasonable 
cooperation is expected. 

Future situations should be resolved under this 
understanding. 

Seasonal Work Hours 

Seasonal work hours, during Daylight Savings Time, 
will continue on avoluntary basis by each work location 
or region. Each work location or region will be offered 
the opportunity to decide by a two-thirds vote of that 
location or region whether to accept a Seasonal Work 
Hours schedule proposed by the Company. 

Columbia Gas of Kentuckv. Inc., Jurisdictional 
Areas 

it is agreed that following ratification of the 
collective bargaining agreement, Article XXl l l  
Travel and Expenses, “jurisdictional areas” shall 
be defined as: 
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Ashland Operating Area 
East Point Operating Area 
Winchester Operating Area (including the old 
ParisKynthiana Operating Areas and Richmond) 
Maysville Operating Area 
Lexington Operating Area (including Georgetown) 
Frankfort Operating Area (including Versailles and 
Midway) 

18. Columbia Gas Transmission. Inc.. Construction 
Crew Senioritv 

Employees in the Construction Crew will only hold 
Basic Seniority Unit seniority either in the St. Albans 
Pipelines Basic Seniority Unit or in the Clendenin 
Pipelines Basic Seniority Unit. Any job posting for a 
position within the Construction Crew will first be 
posted in the St. Albans Pipelines and Clendenin 
Pipelines Basic Seniority Units as a Basic Seniority 
Unit posting. The job will be awarded on the basis of 
the criteria listed in Article VII, Section 3 except 
Company seniority, rather than Basic Seniority Unit 
seniority, will control. If there are no qualified bidders 
for such a posting, the position will be filled in 
accordance with the remaining provisions of Article 
XXV. In the event the position is awarded through a 
Request for Transfer or a Bargaining Unit wide posting, 
the successful candidate will enter the St. Albans 
Pipelines Basic Seniority llnit unless that candidate is 
coming from a position within the Clendenin Pipelines, 
Clendenin Compressor, Strasburg Pipelines or 
Strasburg Compressor Basic Seniority Units. In the 

event the position is awarded through a Request for 
Transfer or a Bargaining Unit wide posting to a 
candidate coming from the Clendenin Pipelines Basic 
Seniority Unit, that candidate will retain his Clendenin 
Pipelines Basic Seniority Unit seniority. In the event 
the position is awarded through a Request for Transfer 
or a Bargaining Unit wide posting to a candidate 
coming from the Strasburg Pipelines, Strasburg 
Compressor or Clendenin Compressor Basic Seniority 
Unit, that candidate will enter the Clendenin Pipelines 
Basic Seniority Unit. 

19. Successorshir, 

This Memorandum of Agreement is entered into 

Columbia Natural Resources, Inc., Columbia Gas of 
Kentucky, Inc., and Columbia Gas of Ohio, Inc. 
(hereinafter the “Company”) and Paper, Allied- 
Industrial, Chemical & Energy Workers International 
lJnion L.ocals 5-0372 and 5-0628 (hereinafter the 
“Union”), this 2 l s t  day of September 2002, as a 
supplement to the Labor Agreement to define how 
affected members of the bargaining unit will be treated 
in the event there is a sale of the stock of the Company 
or a divestiture of substantially all of the assets of the 
Company. 

I between Columbia Gas Transmission Corporation, 

Further, this Memorandum of Agreement sets forth 
the principles to establish a new and progressive 
relationship between the parties. The relationship will 
establish a positive partnership, embedded in trust, 
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mutual respect, and a common interest in quality 
workmanship and superior customer service to our 
customers. 

1. This Memorandum of Agreement applies in the event 
of (1) a sale of the Company’s stock, or (2) a merger, 
divestiture, sale, transfer, or swap of substantially all 
of the Company assets that results in the termination 
of the Company’s employment of members of the 
bargaining unit (hereinafter, a “Covered 
Transaction”). 

2. This Memorandum of Agreement shall be binding 
upon the Company regardless of whether it changes 
its name, corporate identity, organization, legal status, 
or management. 

3. The Company agrees to make assumption of the 
Labor Agreement and assumption of this 
Memorandum of Agreement a condition of any 
Covered Transaction, and shall provide the Union 
with copies of those documents that are necessary 
to demonstrate compliance with this Memorandum 
of Agreement. The Company agrees to provide the 
Union notice of a contemplated Covered Transaction 
a reasonable period of time prior to the closing of 
any such Covered Transaction. 

4. Upon transfer of the assets pursuant to a Covered 
Transaction, the Company is relieved of obligations 
and liabilities under the Labor Agreement or 
otherwise to all affected bargaining unit employees 
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who become employees of the Buyer. 

5. During the term of the Labor Agreement, the Union 
will support and not oppose or in any way support or 
encourage opposition to the Company’s position 
before regulatory or administrative agencies, in 
legislatures, or in court regarding any rate 
proceedings or any Covered Transaction announced, 
begun, or pending during the term of the Labor 
Agreement. 

6. The Union will support the Company’s efforts to obtain 
approval from any applicable regulatory agency for 
recovery of its stranded costs and will support the 
Company’s position that the stranded costs it has 
identified as reasonable in the amount and fully 
recoverable from customers. 

1 7. This Memorandum of Agreement will terminate on the 
termination date of the Labor Agreement. 

I 
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Public Service Commission Data Request Set 1 
Question No. 47 

Columbia Gas of Kentucky Respondent: June Konold 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
ORDER DATED JANAURY 25,2007 

PSC CASE NO. 2007-00008 

Question No. 47 

Provide complete details of the  financial reporting and  rate-making 
treatment of Columbia’s pension costs .  

Response of Columbia Gas of Kentucky: 

Columbia’s pension costs are recorded on the accrual basis of accounting each month in 
accordance with the Statement of Financial Accounting Standards (SFAS) No. 87, 
Employers’ Accounting for Pensions. The following are the entries utilized when 
recording pension costs: 

1. Pension costs per actuarial studies are expensed each month. The offset account is 
a prepaid if Columbia is in a prepaid position, otherwise the offset is a liability 
account . 

Debit 926 
Credit 165-0031 or 242-0031 

2. The Retirement Income Plan trust is funded through Nisource Corporate Services. 
The fallowing entry is recorded when the trust is funded: 

Debit 165-0031 or 242-0031 
Credit 234-99 1 2 

Debit 234-991 2 
Credit 131 (Cash or its equivalent) 

3. All costs associated with construction projects are capitalized and recovered over the 
life of the asset. This includes, among other costs, labor and related benefits. As 
employees’ labor time is charged to capital accounts, overheads are used to charge 
additional dollars to the capital accounts for pension costs: 

Debit 107 (or any other capital account) 
Credit 926 

4. When Columbia bills an affiliate company for labor, overheads are also added on to 
the bill for pension costs. The entry is the same as in #3 above with the debit going 
to a 146 Accounts Receivable account. 



Public Service Commission Data Request Set I 
Question No. 47 (Cont’d) 

Columbia Gas of Kentucky Respondent: June Konold 

5. In a similar fashion, labor billed by an affiliate includes pension costs in overheads. 
The entry would be as follows: 

Debit 926 
Credit 234 I- Accounts Payable 

Page 2 of 2 



APPROVED 

FOR THE COMPANIES 

Carolyn Jevelle 

Jovette Pino 

Lon Johnson 

FOR THE UNION 

Charles V Armstead (2/dm&d 

DATE. December 1, 2001 
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Public Service Commission Data Request Set 1 
Question No. 46 

Columbia Gas of Kentucky Respondent: Kelly L. Humrichouse 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
ORDER DATED JANUARY 25,2007 

PSC CASE NO. 2007-00008 

Question No. 46 

Provide a detailed analysis of all benefits provided to the employees of 
Columbia. For each benefit include: 

a. The number of employees covered at test-year end. 
b. The test-year actual cost. 
c. The amount of the test-year actual cost capitalized and expensed. 
d. The average annual cost per employee. 

Response of Columbia Gas of Kentucky: 

Please see PSCOQ46 Attachment. 



PSCOO46 Attachment 

_.__- 

I 
2 

3 

--- 5 
6 

- 7 
8 

9 
10 

I 1  

12 
13 

14 

- 4 

$ $ $ $ - - - ~ . ~  
Pensions and Retirement income 

Retirement income Plan (90,204) (37,166) (1  27,370) (673 
- 

Employee's Insurance Plans 
Group Life Insurance (253) 77 (176) (2 
Comp Medical Insurance and EAP 1,197,546 - (363,2 1 6) 834,330 8,937 

264 Long Term Disablity 35,313 - (1 0,710) 24,603 
Dental Assistance -._.- 11 9,940 (36,378) 83,562 895 
Total Employee insurance Plans 1,352,546 - (410,227) 942,319 10,094 

-___. 

-_ I 

Thrift Plan 
Thrift Plan - - ~  277,649 (64,880) 21 2,769 2,072 

Total Benefit Expenses 1,539,991 (512,273) 1,027,718 ~ 11,492 - - _ _ _ _ _ _ ~ ~  

OPEB 
OPEB -- 1 , I  17,537 (1 54,299) 963,238 8,340 

Gross Adjustment to Benefits 2,657,528 (666,572) 1,990,956 19,832 



Public Service Commission Data Request Set 1 
Question No. 48 

Columbia Gas of Kentucky Respondent: June Konold 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
ORDER DATED JAUANRY 25,2007 

PSC CASE NO. 2007-00008 

Question No. 48 

Provide complete details of Columbia’s financial reporting and rate-making 
treatment of Statement of Financial Accounting Standard (“S FAS”) No. 106, 
including: 

a. The date that Columbia adopted SFAS No. 106. 
b. All accounting entries made at the date of adoption. 
c. All actuarial studies and other documents used to determine the 

level of SFAS No. 106 cost recorded by Columbia. 

Response of Columbia Gas of Kentucky: 

Columbia adopted SFAS Na. 106 effective January 1, 1991. At adoption, the liability 
was recorded with an offsetting debit to a regulatory asset account. From adoption of 
the accounting standard until the 1994 stipulation was approved, Columbia continued to 
defer into the regulatory asset the portion of the SFAS No. 106 expense in excess of 
cash payments. Additionally, a portion of the Columbia of Ohio housekeeping transition 
obligation was deferred into the regulatory asset account. Per the stipulation agreement, 
the 1993 incremental costs were not part of the amortization, so those dollars were 
reversed out of the regulatory asset and charged to expense. The net effect on the 
balance sheet at the point the new rates went into effect is as follows: 

Debit Regulatory Asset $9,689,192 
Credit OPEB Liabilities $9,689,192 

The balance is made up as follows: 
Jan I ,  1991 obligation $6,261,000 
1991 incremental 538,000 
1992 incremental 602,058 
1994 incremental 550,328 
COH Housekeeping 1,727,806 

Total $9,689,192 

See PSCOO48 Attachment for the actuarial reports for 1991, 1992, 1993 and 1994 and 
related schedules used to support the SFAS No. I 0 6  recovery in the 1994 stipulation. 
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i. Management Summary 

The Columbia Gas System mainrains hcalch and life insurance plans far its current and 
fkture retirm. Prior EO rhis year, Columbia accounted for these benefits as they were paid, 
making no expense accrual during an employee’s working career. 

Late in 1990, the Financial Accounting Standards Board issued its statement on accounting 
for puetircment welfare bentfia. Beginning in 1993, FAS 106 requires expense eccogni- 
don on a pension-type basis, Le., spread over cmployets’ working years. Columbia has 
chosen to adopt this accounting procedure earlier than required, Le., on January 1, 1991. 

This ecport presents the results of the January 1, 1991 acruanal valuation of Columbia’s 
posrrctirement health and life insurance plans. The summaries indudc: 

The obiigations under FAS 106 and the accounting cost determined under FAS 106 

I+ The methods and assumptions used in h e  valuation 

- c A summary of the pamcipant data used the valuation 

w A summary of the plan provisions 
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Results as of January 1, 1991 E 

The 1991 acruariai valuarion of Columbia’s pt reurcment  health and life insurance plans is 
based on the substantive pian as of January 1, 1991. Kcy results arc summarized below 
wirh doliar amounrs in thousands: 

Heslth Life Total 

Recognition of transition 
obligation at adoption of 
FAS 106 $ 207,593 S 16,353 $ 223,906 

Periodic FAS 106 cost 28,331 .Lu!a 30.354 

Tots1 cost for 1991 235,924 18,436 254,260 
Periodic FAS 106 cost 
as a percent of payroll 7.4*/04 0.5% 3.9% 

Pay-as-you-go cost 
Percent of payroll 

10,648 $ 2,300 S 42,948 
2.8%* 0.6% 3.4% 

Accumulated postretirement 
beneffi obligation (APBO) $ 207,593 $ 54,180 $ 261,973 

Number of employees 

Retired employees 5,352 4,653 W A  

Active employees 4,831 ** 9 1,109 UrA 

Payroll $362,514* f 382,514 $ 382,514 

* Includes payrotl for employees who have not yet srarted accruing benefits under the 
plan. 

** 6,994 additional active employees have not yet started accruing benefits under the 
plan. 

FAS 106 hcrcaxs periodic accounting cost 517.4 million, or 4.5% of pyroL1. Since 
Columbia is not fimding this amount currcntiy, an additional postretirement benefit 
amount is accrued on rhe balance sheet. Details of the valuation rcsuirs arc shown in 
Tabla 2 through 4. A d  assumptions and methods, a summary of participant dam, 
and tovmga V J l d  am outlined in Tabis 6,7, and 8, rcspecfivcly. 

c About 42% of tke @odic health cost is rehted to dcpcndene coverage. 

The FAS 106 cost is stnsiuve to the level of assumed future health care case increases, 
which is Bifficulr to predict. The pcricdic health cost would increase by 12% if the 
projmcd rate of health care cmt trend were 1% higher than &c assumed races. 

The new rules for postrerimnenr welfare bcnefius arc accounting rules; there are no 
minimum funding rcquircmcna. 
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- 87; 

- 67; 

- 4% 

- 2% 

Sensitivity of Results t 

FAS 106 requires disdosure of the effect of a one-percennge-point increase in the assumed 
health care cost wend ram for each future year on: 

c TheAPBO 

c The aggregate of the service and inrerest camponencs of FAS 106 cost. 

Keeping all other assumpdons the same, a one-percennge-incruse in trend increases h e  
health care APBO from $207.6 to $225.1 million (8.4%) and the aggregate of the service 
and interest components of the health a r e  FAS 106 cmt increased by $3.3 million 
(11.5%). Table 5 prescnn details of the effect of a one-percentage-point increase in the 
health care trend. The percentage increases in the total postretirement APBO (6.7%) and ” 

in &e aggregate of the smice and interest components of the FAS 106 c a t  for all 
posaerircmcnt benefits (10.7%) are lcss since the postretirement Lie insurance obligations 
are not dcpendent on health care inflation. 

The APBO and FAS 106 c a t  arc sensitive to a number of other assumptions, including &e 
discount rate and the ages at which employes are expected to retire. 

Forecast (Medicai Benefits) 

. Towers P m i n  perfotmcd a ten-year f o r e s t  of results to compare FAS 106 periodic health 
care costs with cxpecfcd pay-as-you-go costs. The foUowing graph summariw h e  forecast 
results. Note that the 1991 results arc periodic costs only and do not reflect the transicion 
obligation which was fully recognized during 1991, and that the projmcd costs arc based 
on a presumption of no prcfunding for medicai benefits. 

Annual Cost in Millions 
$70 I 

X of Covered Payroll 
I 1oz 

............ 1.1” ................... ...... .. .- ....................... 
._”.” ..... ...--- 

”__ ...... L.... .....--- 
rmrnupuaauu 

OZ 
:991 1992 1993 1994 1995 1996 1997 1990 1999 2ODb 

FAS 106 (X) - FAS 106 ($) - 
IUIuUullll 

PV-AS-YOU-CO ($1 P ~ - ~ - Y o u - G O  (X) -.-....... 
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1991 1992 1993 1994 I995 1996 is97 1998 1999 2000 
Annual Co8ts 
Pay-as-you-go $11 $12 514 515 417 $19 $21 $22 $25 $27 
FAS 106 28 31 34 37 40 43 47 57 55 59 

% Of P8yrOll 
Pay-as-you-go 2.8% 3.0% 3.2% 3.5% 3.7% 3.9% 4.0% 4.0% 4.3% 4.4% 
FAS 106 7.4 7.8 8.0 8.2 8.4 8.6 8.9 9.1 9.3 9.5 

Although the 1991 FAS 106 c a t  is almost three times the pay-as-you-ga c a b  tbc pay-as- 
you-go cost inncases fsxer than the FAS 106 cost over the  ten-year period - 257% (from 
$10.6 d o n  to $27.2 million) versus 209% (from S28.3 miUion to $59.1 miiiion). The 
FAS 106 cost would grow at a much slower rate should the company inidate a program 
for prcfunding the retiree medical benefir program. 

The forccasr applies the same a m r i a l  assumptions with rcspcct ro salary increases, 
rccirerncnt rates, and changes in health care costs used to determine dlc 1991 FAS 87 C ~ K .  
These assumptions arc intended to have long-range vaLidiry; they do noc necessarily 
rcprscnt what may bc expected to happen over thc n c n  few ycars. We assumed h r  the 
work force will remain icvcl over rhe next ten years. 
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Table 1 
Summary of Results as of January 1, 1991 

(dollars in thousands) 

P 

FAS '106 C08t 
Recognition of transition 
obligation at adoption of FAS 106 
Periodic cost 
Total cost 
Periodic cost as percent of payroll 

Accumul8tod Postretitomant 
Benofit Oblig8tion 

€xwd Po~trotiromont 
Bonofiit Obligation 

Assets 8nd Rosowmr 
Plan assets 

. c Fair value 
Market-related value 

Numbor sf Employoes 
Retired employees 
c Under65 
e Over65 
b Total 
Active employees 
e Fuily eligible for benefrts 
c Other 
c Total 
Total employees 

Activo Payroll 

Key Economic As8umptions 
Discount rate 
Average health care cost trend 
c firstyerr 
b uftimate 
Salary increase 
Return on plan assets 
Effective tax rate on plan assets 

He.lth 

S 207,593 
28,33 1 

235,924 
7.4 % 

$ 10,648 
2.8% 

$ 207,593 

458.582 

-0 
0 

1,739 
3,613 
5,352 

1,397 
2,634 
4.031* 
9,383 

S 382,514 

8.0% 

15.3% 
6.5% 

N/A 
9.0% 

N/A 

Life 

$ 16,313 
2,023 
18,336 

0.5 Yo 

16 2,300 
0.6% 

$ 54,980 

65,592 

37,867 
37,867 

3,383 
3.270 
4,653** 

1,652 
9,457 

71.109 
15,762 

$ 382,514 

8.0% 

WA 
N/A 
6.0% 
9.0% 
0% 

Total 

$ 223,906 
30,354 
254,260 

7.9% 

$ 12,948 
3.4% 

$ 261,773 

524,774 

37,867 
37,867 

FVA 
W A  
W A  

N/A 
NiA 
N/A 
WA 

$ 382,514 

B.Q% 

'15.3% 
6.5% 
6.0% 
9.0% 

fVA 

* 6,994 additional a&c employees have not yet srancd accruing benefits under &e plan. 
** RctirecF eligible for plan only. 
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Table 2 

Summary of Health Plan Results as of January 1,  1991 
(dollars in thousands) 

t 

FAS 106 Cost 
Recognition of transition 
obligation at adoption of FAS 106 
Periodic cost 
Total cost 
Periodic cost as percent of payroll 

Percent of payroll 

Accumulated Postretirement 
Banofit Obligation 

Expoctrd Postrotiromont 
Benefit Obtigation 

h 8 a U  and Rossrves 
Plan assets 

Pay-.8-yOU-gO Cost 

Fair value 
Market-related value 

Numbor of Employass 
Retired employees 
c Under65 
c Over 65 
c Total 
Active employees 
b Fully eligible for benefits 
b Other 
b Total 
Total employees 

Activo Payroll 

Koy Economic Asrumpaions 
Discount rate 
Average health care cost trend 
b first year 
b uttimate 
Salary increase 
Return on plan assets 
Effective tax rate on plan assets 

Medical 

$ 162,724 
22,606 

185,330 
5.9% 

$ 9,420 
2.5% 

$ 162,724 

372,579 

0 
0 

1,557 
1.712 
3,269 

1,397 
2,634 
4,031 
7,300 

$ 382.514 

8 0% 

16 4% 
6 5% 

U A  
9 O H  

"A 

Part B 
Premium 

5,725 
50,594 

1.5% 

$ 1,228 
0.3% 

b 44,869 

86,003 

0 
0 

1,739 
r__ 3,613 

5,352 

1,397 
2.634 
4.031 
9,383 

5 382,514 

8.QVo 

11.5% 
6.5% 

WA " 

9.0% 
WA 

Total 
Health 

S; 207,593 
28:339 

235,924 
7.4 '/o 

S; 10,648 
2.8% 

$ 207,593 

458.58% 

0 
0 

1,739 
3.613 
5.352 

1,397 
2.634 
4,031 
9,383 

$ 382,514 

8.0% 

15.3% 
6.5 '/io 

MIA 
9.0% 

N/A 
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I Table 3 E 

FAS 106 Cost as of January 4 ,  1991 
(dollars in thousands) 

FAS 186 Cost 
Service cost 
Interest cost 
Expected return on plan assets 

Amortization of 
Transition obligation 

p Prior service cost 
c Losses (gains) 
c Total amortization 
Total FAS 106 periodic cost 
c Percent of payroll 
c Per active employee 
Transition obligation recognized 
at adoption of FAS 106 

(asset) 

FAS 106 Cost for Heaith P ~ R S  
Service cost 
Interest cost 
Expected return on plan assets 
Amortization of 
* Transhion obligation 

c Prior service cost 
c Losses (gains) 
P Total amortization 
Total FAS 106 periodic cost 
1 Percent of payroll 
c Per adive employee 
Transition obligation recognized 
at adoption of FAS 106 

(asset) 

Health 

$ 11,242 
17,089 

0 

0 
0 

0 
28,337 

7.4% 
$ 7,028 

207,593 

Medical 

$ 9,220 
13,386 

0 

0 
0 
0 
0 

22,606 
5.9% 

S 5,608 

162,724 

Life 

$ 1,005 
4,325 
3,307 

0 
0 
0 
0 

2,023 

S 482 

16,313 

0.5% 

Part B 
Premium 

s 2,022 
3,703 

0 

0 
0 
0 
0 

5,725 

$ 1,420 

44,869 

1.5% 

-- 

Total 

S 12,247 
21,414 
3,307 

8 
0 
0 
0 

30,354 
7.9% 

s 7,210 

223,906 

Total 
Health 

$ 11,242 
17,089 

0 

8 

0 
0 
0 

28.337 

$ 7,028 

207,593 

7.4% 
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Table 4 t 

FAS 106 Obligations 
(dollars in thousands) 

Life Total Health 

Accumulated Postretirement 
Bsnsf it 0 biigation (APBO) 
Ln payment 
w Retired employees 
t Dependents and surviving 

Total 
Active employees fully 
eligible for benefrts 

Employees 
c Dependents 

Totel 
Other active employees 

Employees 
b Dependents 
b Total 
Total APBO 
b Employees and retirees 
b Dependents and surviving 

t Total 

spouses 

SpOUS8S 

d 65,901 S; 33,982 $ 99,083 

47,665 
1 13,566 

0 
33,182 

47.665 " 

146,748 

27,242 
21,216 
48,458 

10,695 
0 

10,695 

37,937 
21,216 
59,153 

25,963 
19.606 
45,569 , 

10,303 
0 

10,303 

36,266 
19,606 
55,872 

119.106 54,180 173,286 

88,487 
207,593 

0 
54,180 

88,489 
261,773 

Additional Obligation for 
Future Sorvico 
Other active employees 
w Employees 
C. Dependents 
b Total 

149,549 
101,441 
250.990 

11,412 4 60,96 7 
0 101,441 

11,412 262,402 

Expctod Portretirement 
Benefit Oblig8tion 
h hplOyW8 

Dependants 
Total 

268,655 
189,928 
458,583 

65,592 334,247 
0 189.928 

65,592 524,175 



fsble 5 

Accounting Information as of January 4 ,  1991 
(dollars in thousands) 

c 

Health 

Roconcili~tion of Funded Status' 
Accumulated postretirement benefit 
ob1 igati on (AP B 0) 
b Retired employees 
c Active employees fully 

eligible for benefrt 
t Other active employees 
w Total 
Fair value of assets 
Fair value of assets in excess 
(less than) APBO 
Unrecognized amounts 
C. Transition obligation 

* Prior service cost 
Accumulated net Loss 
(gain) 

c Total 
Prepaid (accrued) FAS 106 cost 

(asset) 

Effact of On.-Porcontq~e-Pc~int 
Incrmaso in Health Car. Trond 
Increase in FAS 106 cost 
t Service cost 
c Interest cost 
c Subtotal 
t Amortization 
c Total 
Increase in APBO 
t Retired employees 
b Active employees fully 

eligible for banefm 
t Other active emp\oyees 
c Total 

$(I 13,566) 

(48,458) 
(45,569) 

(207,593) 
0 

(207,593) 

0 
0 

0 
Q 
(207,593) 

1.72 1 
1,540 
3,26 1 

0 
326 1 

9,586 

4,090 
3,846 

17,522 

Life 

$(33,182) 

(1 0,695) 
(10,3031 
(54,180) 
37,887 

(16,313) 

0 
0 

0 
0 

(1 6,3 13) 

0 
0 
0 
0 
0 

0 

0 
0 
0 

Total 

S( 146,748) 

(59,153) 
155.8721 

(26 1,773) 
37.867 

(223,906) 

0 
0 

0 
0 

(223,906) 

9,72 I 
1.540 
3,261 

0 
3,261 

9,586 

4,090 
3,846 

17,522 

* After recognition of transition obligation. 
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Table 6 

Actuarial Assumptions and Methods 

Economic Assumptions 
Discount rate 8.00% 

Return on plan assets 9.00% 

Annual rate of increase in salaries See Exhibit A 

Valuation pay July 1, 9990 pay rate 

hhddicd Phn8 
Average medical pian claims per person were developed by applying the 1991 expected 
average cost for employees to a standard table of age-specific relative claims and the ages 
of the population in the CMEP-A and MAP. The resulting age-specific expected 1991 claims 
were compared to a second age-specific claims distribution developed from the 1990 paid 
ctaims data for retirees as a verification; the distribution derived from the expected average 
cost was used since the paid claims data was not accurately divided into claims paid to  
retirees and dependents under age 65 and over age 64. 

4 0 4  
45-49 
50-54 
55-59 
60-64 

65-69 
70-74 
75-79 
80-84 
05 + 

Under Age 65 Claims Distribution (RetireesIDependentr) 
(Loaded 7*!0 to Account for Claims for Children of Retiree) 

Retiree Spouse 
Malo Female M8le Ferndo 

$ 3,492 $ 2,799 $ 1,084 $ 1,783 
2,999 2,475 1,303 4,921 
2,351 2,494 1,576 1,975 
2,394 2,4 1 2 2,117 2,176 
2,724 2,714 2,170 2,440 

Modieal Alli8tancs Plan Claims Distribution 
(Employor Provided Portion) 

Retiree Spouse 

$ 294 $ 326 I 314 $ 254 
492 37 1 399 308 
529 403 432 337 
572 440 470 372 
597 462 493 392 

Mal. Female h i e  Fmmale 
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Tabie 6 

Actuarial Assumptions and Methods (continued) 

Medicare Part B Reimbursement 
Reimbursement per retiree 

Medical Trend Asrrumptionr 

, 1991 
1992 
1993 
1994 
9 995 
1996 
1997 
1998 
1999 
2000-2004 
20052009 
20 10-2014 
2015-2019 
20209 

Notes: 1. 
2. 
3. 
4. 

Under Age 65 

18.00% 
17.00 
16.00 
14.00 
32.50 
1 1 .OD 
10.00 
9.50 
8.50 
7.75 
6.75 
6.50 
6.50 
6.50 

$359,00 

MAP 

13.00% 
15.00 
16.00 
14.00 
12.50 
1 1 .a0 
90.00 
9.50 
8.50 
7.75 
6.75 
6.50 
6.50 
6.50 

Medicare 
Part B 

1 1.50% 
1 7.50 
11.50 
11.50 
12.50 
1 I .oo 
10.00 
9.50 
8.50 
7.75 
6.75 
6.50 
6.50 
6.50 

Surviworr 
Contribution 

18.00% 
47.00 
46.00 
14.00 
1 1.50 
1 1.50 
1 1.50 
1 1.50 
11.50 
8.50 
8.00 
7.50 
7 .OO 
6.50 

Assumes 6.5% nominal GNP growth. 
Medical component of GNP presumed to rise to 20%, 
Government share of medical cost presumed to fall from 40% PO 33%, 
Governmental spending on medical cost as a percent of GNP increases from 
5% to 6.7%. 
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Table 6 c 

Act ua ria 1' Assumptions and Methods (con tin ued ) 

Demographic A88urnptionr 
Mortality 

Retirement 

Termination 

Disability 

Dependent stntua 
(at retirement) 

1983 Group Annuitants Mortality Table 

Rates varying by age; average age at 
retirement is 60: 

Age 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 

Rate 
0.14 

(4.07 
0.07 
0.10 
0.90 
0.15 
0-15 
0.33 

0.25 
0.20 
0.70 
0.35 
0.35 
0.35 

1 .oo 

Rates varying by age; sample rates: 

Age Rate 
25 0.08 
40 0.0 1 
55 I- 

None assumed 

For current actives, 90% of retirees 
are married. 
Actual spouse information provided by 
company for current retirees. 



Tabla 6 

Actuarial Assumptions and Methods (continued) 

Spouse’s age Wives are 4 years younger than husbands 

Participation rates Retiree under age 65: 100% 
Dependent medical 
under age 65: 100% 
Retiree MAP: 50 % 

Dependent MAP: 50% 
Life insurance: 100% 

M e t h d 8  
Service cost and accumulated 
postretirement bene& obligation 

Projected unit credit, allocated from beginning of 
credited service period to  full eligibility date 

Market-related value of assets Fair value 
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Exhibit A 

Salary Increases 

!%E 
25 
30 
35 
40 

45 
50 
55 
60 

Percentage 
Increase 

in the Year 

8.50% 
7.00 
6.50 
6.00 
6.00 
5.75 
5.50 
5.50 

Ratio of Salary at 
Normal Retirement Age 

to Current Salary 

10.94% 

7.29 
5.21 
3.8 1 
2.85 
2.13 
7.61 

1.24 
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Table 7 

Summary of Participant Data 

Resuhs for the Life plan are based on employee data collected as of September 30, 1990 
and used for pension valuations. The company supplied a separate census of ell participants 
as of January I ,  1991 for use for the Health valuation. 

Health Life 

Active Employes* 

p. Number 

c Average age 

* Average service 

t Average pay 

t Total payroll ($000) 

In Payanant 
Retired employees and surviwing spouses 

c Number 

w Averageage 

Dependents 

c Number 

c Average age 

: 

4,031 11,909 

53.2 42.2 

22.4 '15.1 

M A  b 35,323 
WA 382,s 14 

5,352 

69.5 

3,72 I 
64.5 

4,653" 

70.0 

0 

N/A 

* Only retirees eligible for coverage. 
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Table 8 

Summary of Plan Provisions 

c 

Medical Plans 

Eligible recipients of benefits include participants who retire from active emplovmenr and 
spouses of active ernpiovees who die whiie eligible for retirement. Specific reqbirements 
include atraiment of age 55 wirh 10 years of service completed after age 45. 

Pmacdrcment medical benefits are offered in t h e e  caregones. They arc outlined below. 

1, 

2. 

3. 

Retired cmployecs under age 65. 

These retirees can choare btrwccn three indemnity pians and numerous €Bios. Most 
of these retirees are in the Comprehensive Medical Expense Nan-Option A (CMEP- 
A) indemnity plan. It is a contributory, comprehensive major medical plan. Retires 
conmburc 10% of the cost of coverage. Retirees who rcure before January ]I, 1993 
do not conmbute for coverage. Dependents of rcdrcts over agc 65 remain under 
CMEP-A on a contributory h i s .  

Rtdrcd employees who are age 65 or over. 

Thex rerircts can pareidpate in the M c d i ~ l  Assistance Plan (W). This is a 
Medicarc supplement pian, and r c k  conmbute 50% of the c a t  for each covcred 
individual. UAP benefits arc subject to a S50,OOO lifetime maximum per individual. 

Medicare Part B premiums arc paid by Columbia Gas for retirees (but not dependents 
or spouses). These premiums are paid whcthcr or not retirees participate in MAP. 

other coverages: 

Suwivors of d e c d  r&cs or of actives who died whik eligible to retire receive 
covcragc paid by the company for one year and hen pay 50% of thc cost of the 
covcragc thereafter (regardless of age). " h e  CMI for survivors under age 65 is based 
on a blended acdvc/mir#: cost. Survivors of m i v a  ineligible to retire receive 
company-paid coverage for one yrar and then pay 100% of &e blended a&ve/reciree 
cost. There arc benefit cutbacks in cases of marriage or remarriage. 
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Life Insurance Plan C 

1. Elivibiliry for Pardcimrion: Retirees under rhe reriremenr plan of T h e  Columbia G a s  
Syscem, Inc. who were covered for 10 or more years under the group life iwunnce 
program for active employees. 

2. Posrretircmcnt Life Insurance Benefits: 

(a) Etigibiliry: AU retirees covered under the plan, at date of d a h .  

(b) Life Insurance Amount: Amount from the Schedule of Benefits (approximatelv 
80% of basic annual salary at time of reurement) is payable in a lump sum. 

&kd.ical Benefits: Life insurancc amounts may be reduced at &e reurec’s 
cltcrion KO pay ccnain catasnaphic medical cxpcmes nor reimbursed by M d a r c  
or company medical coverage. 

(c) 

SCREDULE OF BENEFITS 

;Retired Emdovecs Only 

Basic Annual Salary+ 

Less rhan 
$ 2,400 bur less than 
3,000 bur less than 
3,600 but lcss than 
4,200 but I s s  than 
4,800 but icss than 
5,400 but less than 
6,000 but iess than 
7,200 bur less than 
8,400 but less rhan 
9,600 but i s s  than 

10,800 bur lcss &an 
12,000 bur less than 
13,750 but LCES than 
16,250 but lcss than 
18,750 but less than 
21,250 but l s s  than 
23,750 bur less than 
26,250 but less rhan 
28,750 but less rhan 
31,250 but less than 
33,750 but less than 
36,250 bur less than 

3 2,400 
3,000 
3,600 
4,200 
4,800 
5,400 
6,000 
7,200 
8,400 
9,600 
10,800 
12,000 
13,750 
16,250 
18,750 
21,250 
23,750 
26,250 
28,750 
31,250 
33,750 
36,250 
38,750 

Arnounr of 
Life Insurance 

$ 1,500 
2,000 
2,500 
3,000 
3,5 00 
4,000 
4,500 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
12,000 
1$000 
16,000 
18,000 
20,000 
22,000 
24,000 
26,000 
28,000 
30,000 



1 0  
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Basic Annud S31anrf 

!3 38,750 bur less than 
41,250 but lw than 
43,750 but less than 
46,250 bur less than 
48,750 bur lcss than 
51,250 but less than 
53,750 but less than 
56,250 but less than 
58,750 but lcss th3n 
61,250 but less than 
63,750 bur less than 
66,250 but less than 
68,750 but less than 
71,250 but lcss than 
73,750 but less than 
76,250 but less than 
78,750 but less &an 
81,250 but less than 
83,750 but less than 
86,250 but less than 
88,750 bur Iess than 
91,250 but lcss dun 
93,750 bur less than 
96,250 but less than 
98,750 or over 

3 41,250 
43,750 
46,250 
48,750 
51,250 
53,750 
56,250 
58,750 
61,250 
63,750 
66,250 
68,750 
71,250 
73,750 
76,250 
78,750 
81,250 
83,75 0 
86,250 
88,75 0 
91,250 
93,750 
96,250 
98,750 

Amount of 
Life Insunnce 

S 32,000 
34,000 
36,000 
38,000 
40,000 
42,000 
44,000 
46,000 
48,000 
50,000 
52,000 
54,000 
56,000 
58,000 
60,000 
62,000 
64,000 
66,000 
68,000 
70,000 
72,000 
7'4,000 
76,000 
78,000 
80,000 

* Basic Annual Safary is &e amount shown on rhe Employer's records on the h r  day of 
the calendar month pmesiing h e  last day of active employment. For cmpioycts 
receiving sales wrnmissions, Basic h w l  Salary is the avenge amount for the 12 
conrecucive calendar months immcdiatsiy preceding the last clay of active employment. 
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Table 9 

Assets 

C 

Assets of life insurance pian 
as reported by Columbia 

January 'I, 1991 

16 37,867,382 
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Actuarial Certification c 

This valuation has been conducrcd in accordance wirh generally accepted acruarial prin+& 
and pracdcs. 

The actuarial assumptions employed in the development of pension cost have k e n  selected 
by the plan sponsor, with the concurrence of Towers Pemn. Sutement No. 106 of t h e  
Financial Accounting Standards Board requires that  each significant assumption used shaU 
reflect the best estimate soiely with respect to that individual assumption. 

Towers Penin 

Gerard C. Mingionc, FAA.  

Michael A. Archer, F.S.A. 

March 1992 
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I, Management Summary 

The Columbia Gas System mainwins health and life insurance plans for its currenr and 
fururc rcdrees. Prior to 1991, Columbia accounted for the medical benefics as thev were 
paid, making no expense accnwl during an employee’s working career. The retiree’ group 
life insurance plan has been funded for a number of years. 

Late in 1990, t h e  Financial Accounting Standards Board issued its statement on xcounung 
for postretirement welfare benefits. Begmning in 1993, FhS 106 rcquircs expense recogni- 
tion a n  a pension-rype basis, i.e., spread over emplovees’ working ycars. Columbia chose 
to adopt rhis accounting procedure mrlier than required, i.e., on January 1, 1991. 

This report presents rhe results of the January 1. 1992 actuarial valuarion of Columbia’s 
postretirement heath and life insurance plans. The sum3ries include: 

w Obligations iinder FAS 106 and the accounting cost detcrmined under FAS 106 

Methods and assumptions used in the valwuon 

Participant data used in thc valuation 

D Plan provisicjns. 

I 

I 

I 

I 
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Rstulta as of January I, 1992 

T h e  1992 actuarial valuation of Columbia's ptredrerncnt hcalch and life insurance plans is 
b e d  on the substantive plan as of January 1, 1992, and rdlecrs a service rcquirtmcnt 
provision cffcctive in 1993. Key results are summa& below with dobr  amountS in 
thousands: 

Hmrkh kif e Total 

Periodic FAS 106 cost S 29,384 $ 3,114 3 32,498 

Pay-as-you-go cost S 12,376 $ 2,700 $ 45,076 

Accumulated postretirement 
benefit obligation (APBO) S, 228,497 $ 65,728 $ 294,225 

Number of employees 

Percent of valuation earnings 7.3 % * 0.8% 8.1% 

Percent of vaiuation earnings 3.1%" 0.7 '/o 3.8% 

Retired employees 5,400 4,740 WA 

- employees 3,994- 10,834 WA 
Active and disabled 

,I 

Valuation earnings 3 403,577* $ 403,577 $ 403,577 

* Includes earnings for employees who have not begun accruing benefits under the plan. 
** 6,485 additional active and disabled employees have net begun accruing benefits 

under the plan. 

For 1992, FAS 106 periodic accounting cost exceeds pay-as-you-go cosf by $17.4 million, 
or 4.3% of valuation camings. To the emcnc that Columbia does nor fund this amount 
cnrrcntiy, an additional liability amounr is accrued on &e balance sheet. 

Nore with rcspcct to ehcsc results: 

b About 36% of the periodic hcaltb c a t  is related to dependent covemgc. 

b The FAS 106 CDSC is sensitive to the levcl of assumed future health care cast increases, 
which is dif€icult PO predict. The periodic health cmt would increase by 9.4% if &e 
projected rate of hcafth care cost uend were 1% higher than the assumed tares. 

Derails of the cuncene valuation results are shown in Tabla 2 through 4. Acruarial 
assumptions and methods, a summary of participant data, and covcpages valued are outlined 
in Tables 6 ,  7, and 8, rcspdvcly. 



Sensitivity of Results E 

$60 - 
$50 - 
$40 - 
$50 - 
$20 - 
$10 - 

FAS 106 rqukcs  disclasure of the effm of a one-percentage-pint increase in the assumed 
halrh  care cost  trend rates for each future y u r  on: 

* TheM'BO 

R The aggregate of the service and inrerest components OF F,\S 106 cost. 

Keeping all other assumpuons the same, a one-percentage-incrmse in trend incrasa  &e 
health care MBO from 5228.5 to S243.1 million (6.4%) and the 3ggregare of the senice 
and interest compnents  of the health a r c  FAS 106 cost increases by S2.8 million (9.4961~ 
Table 5 presents denils of rhe effecr of a one-percentage-point incrnse in the health care 
trend. The percentage increases in the total p t r e skemen t  *4PBO (5.0%) and in the 
aggregate of the service 3nd interat components of the FhS 106 cost for all posuedremenc 
benefits (8.5%) are less since the posueurernenr life insurance obligations are not 
dependenr on health care inflarion. 

The APBO and FAS 106 cost are sensiuvc ro a number of ocher assumptions, including the 
discount rate and the ages ac which employees arc expected to recire. 

Forecast (Medical Benefits) 

Tawers Pemn performed a ten-yedr foremsr of results to compare FAS 106 periodic health 
cscc costs with expecred pay-as-you-go costs. The following graph summarizes the forcc;lst 
results. Nore char the projected costs arc developed based upon bo& full funding' 3rd  no 
funding scenarios. 

Annual Cost in Millions 
$70 I 

1992 1993 1994 1995 1996 1997 1998 1999 Zoo0 2001 .." 
Pay-as-you-go Fn5 106 FPS 106 

(Without Funding) (With Full Funding) 
0 iiiiiiniiuu - 

* Assumcs hnding q u a l  to FAS 106 cost plus inidal transition obligation hnded on a 
lcvcl basis over 20 years. 
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1992 1993 1994 1995 1996 1997 1998 4999 2080 2001 
Annual Coats - millions) 

dy-as-you-go $12 $14 S16 $18 $19 $21 $23 $25 $26 $28 

funding) 29 32 34 37 40 43 46 50 54 58 
FAS 106 (without 

FAS 106 (with full 
funding) 28 28 28 28 29 29 30 30 31 32 

of Payroll 
Pay-as-you-go 3.4% 3.3% 3.6% 3.8% 3.8% 4.0% 4.1% 4.3% 4.2% 4.3% 
FAS 106 (without 

FAS 106 (with full 
funding) 6.9 6.6 6.2 5.9 5.8 5.5 5.4 5.1 5.0 4.9 

funding) 7.3 7.5 7,6 7.8 8.0 8.2 8,3 8.5 8.7 8.9 

Although the 1992 FAS 106 cost is almost 2.5 urn= t h e  pay-as-you-go cost, h e  py-as- 
you-go cost increases faster than rhe FAS 106 cat over thc ten-year period - 130% (from 
$12.4 million to $28.5 million) versus 97% (without funding) or 12% (with full funding). 

The forecast applies the same acruanal assumptions with rcspcn to salary increases and 
reriremcnt rates used to dctcrmine the 1992 FAS 87 cost. We also assumed rhac the work 
force will remain level over 'the n m  ten years. 

Funding 

Columbia now funds rhe posrredremcnt group life insurance phn ehrough a VEBA. A 
contribution of $2,847,000 has h e n  made for 1992, versus a tax-deductible contribution 
limit of $3,587,000 (summarized below). The company3 contribution is developed based 
on  a targcred funding level of 80% with respect to the  present value of accumukred 
benefits. The plan is 66% funded on chis basis cuncndv. 



TIIC company plans EO implcment similar funding vehiclcs fo; pner i rcment  medical 
benefits, including a VEBA for bargaining employees and retirees and a VEBA and 401(h) 
account for nonkargaining employees and redre=. (This is subject to agreement/ 
authorization by wrious regulatory agencies, Le., funding wiU be based on amounrs 
r e f l end  in rates.) For 1992, rhe total m-dtdutdbk contribution to these Funding vehicles 
has h e n  derermincd at S22,551,000 (summarized below). 

Health Life 

VE3A VEBA 
(dollar amounts in thousands) (barg.) (nonbatg.) 401(h) VEBA 

Present value of projected 
be n efts $33,764 $69,709 963,397 $68,808 

Asser value 0 __ 0 - 0 37,609 

Unfunded present value $73,764 $69,709 $63,391 531,199 

Average present value of 
future service (years) 0.50 10.14 8.55 8.70 

Annual contribution amount 
(beginning of year) $8,675 $6,876 $7,000" $3,587 

Constrained by estimated retirement plan subordination Limit. 
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Table 1 E 

Summary of Results as of Januan/ 1, 1992 
(dollars in thousands) 

FAS 106 Cost  
Periodic cost 
Periodic cost as percent of 
valuation earnings 

Pay-as-you-go Cost 
Percent of valuation earnings 

Accumulated Postretirement 
Benefit Obligation 

Expected Postretirement 
Benefit Obligation 

As8ets  and Reserve8 
Plan assets 

t Market-related value 
Fair value 

Number of Employees 
Retired employees 

c Over 65 
* Total 
Active and disabled employees 
c Fully eligible for benefits 
b Other 

Total 
Total employees 

Under 65 

Valuation Earnings 

Key Economic Assumptions 
Discount rata 
Average health care cost trend 
e first year 
E. ultimate 
Salary increase 
Return on plan assets 
Effective tax rate on plan assets 

Health 

s 29,384 

7.3% 

f 12,376 
3.1 % 

$ 228,497 

S 506,D09 

0 
0 

1,440 
3,960 
5.400 

1,463 
2,531 
3.994+ 
9,394 

$ 403,577 

7.5 To 

15.3% 
6.5% 

W A  
9.0% 

WA 

t i f  e 

1s 3,114 

0.8% 

8 2,700 
0.7% 

$ 65,728 

f 84,033 

37,609 
37,609 

1,193 
3.547 
4,740 

1,649 
9,185 

10,834 
15,574 

$ 403,577 

7.5% 

WA 
NIA 
6.0% 
9.0% 
0% 

Total 

3 32,498 

8.1 % 

8 15,076 
3.896 

$ 294,225 

S 590,042 

37,609 
37,609 

N/A 
N/A 
N/A 

NIB 
NIA 
WA 
WA 

$ 403,577 

7.5% 

15.3% 
6.5 % 
6.0% 
9.0°/o 

WA 

* 6,485 additional ache ernployass have not yet started accruing benefits under the plan. 
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Table 2 

Summary of Health Plan Results as sf January 4 ,  1992 
(dollars in thousands) 

FAS 106 Cost 
Periodic cost 
Periodic cost as percent of 
valuation earnings 

Percem of valuation earnings 

Accumulated Postretirement 
Benefit Obligation 

Expected Postretirement 
Benefit 0 bligatiota 

Assets and Reserves 
Plan assets 
c Fair value 
b Market-related value 

Number of Employees 
Retired employees 
b Under 65 
c Over 65 
c Total 
Active and disabled employees 
w Fully eligible for benefits 
* Other 
c Totai 
Total employees 

Vatu8tion E8pningo 

Key Economic Assumptions 
Discount rate 
Average health care cost trend 
* first year 

ultimate 
Salary increase 
Return on plan assets 
Effective tax rate on plan assets 

P Jy-~S-yOU-gO Cost 

Medical 

t 23,666 

5.9% 

s 11,011 
2.7% 

S 178,065 

S 411,721 

0 
0 

1.644 
1898  
3,542 

1.463 
2,531 
J.qfF1 

7.536 

$ 403.577 

16 4% 
6 5% 

& A  
9 0.1. 

N/A 

P8rt 8 Total 
Premium Health 

S 5,718 4 29,384 

1.4% 7.3% 

$ 1,365 f 12,376 . 
0.4% 3.1% 

$ 50,412 S 228,497 

$ 94,288 $ 506.009 

0 0 
0 0 

'f ,440 4,440 
3,960 3.960 
5,400 5,400 

1,463 1,463 
2,531 2.531 
3,994 3,994 
9,394 9,394 

4 403,577 $ 403,577 

7.5% 7.5 O/O 

11.5% 15.3% 
6.5% 6.5 % 

N/A IVA 
9.0% 9.0% 

NIA NIB 
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Table 3 c 

FAS TO6 Cast as of January 1,1992 
(dollars in thousands) 

FAS 106 Cost 
Service cost 
Interest cost 

Expected return on plan assets 

Amortization of 
c Transition obligation 

e Prior service cost 
e Losses (gains) 
e Total amortization 
Total FAS 106 periodic cost 
c Percent of valuation earnings 
e Per active employee 

(asset) 

! 
FAS 106 Cost for Health Plans 
Service cost 

Interest cost 
Expected return on plan assets 
Amortization of 
c Transition obligation 

* Prior service cost 
c Losses (gains) 
N Total amonization 
Total FAS 108 periodic cost 
e Percent of valuation earnings 

(asset) 

Per active employes 

Health 

S 11,816 
17,568 

0 

0 
0 
0 
0 

$ 29,384 
7.3% 

S 2.881 

Medicd 

$ 9,967 
13,699 

0 

0 
0 

0 
Q 

S 23,666 
5.9% 

$ 2,320 

Life 

S 1,450 
4,939 
(3,468) 

0 
0 

193 
193 

SI 3,114 

SI 305 
O.Bo/o 

Part B 
Premium 

$ 1,849 
3,869 

0 

0 
0 
0 
0 

f 5,718 

$ 561 
1.4% 

Tot81 

$ 13,266 
22,507 
(3.468) 

0 

0 
193 
193 

S 32,498 
8.1 YO 

s 3,186 

Total 
Health 

$ 11,816 
17,568 

0 

0 
0 
0 

0 
Xi 29,384 

S 2,881 
7.3% 
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Table 4 

FAS loci Obfigstions 
(dollars in th0USsnds) 

H d t h  Life Totd 

A~cumulatrd Portrdrsmsnt 
Bonrfit Obligation (APBO) 
In payment 
b Retired employees 
* Dependents and surviving 

* Total 
Active and disabled employees 
fully eligible for benefits 
+ Employees 
b Dependents 
t Total 
Other active employees 

Employees 

spouses 

b Dependents 
c Total 
Total APBO 
t Employees and retirees 

$ 82,587 

40,381 
7 22,968 

34,793 

20,757 
55.550 

31,300 
1 E ,679 
49,979 

148,680 

s 37,548 

0 
37,548 

1239 1 
0 

12.99 1 

15,189 
0 

15,189 

65,728 

f 120,135 

40,381 
7 60,516 

47,984 
20.757 
68,541 

46,489 
18,679 
65,168 

2 14,408 
b Dependents and surviving 

spouses 79,817 0 79,817 
t Total s 228,497 S, 65,728 $ 294,225 

Additional Obligation for 
Future Service 
Active employees 
b Employees 
t Dependents 
c Total 

Expocted Portrotirement 
Benef it Obligation 
t Employees 
c Dependants 
* Total 

$ 177,742 $ 10,305 $ 196,047 
99.770 0 99,770 

S 277,512 $ 18,305 5 295,817 

$ 326,422 $ 134,033 
179.587 0 

S 506,009 $ 84,033 

$ 410,455 
179.587 

15 590,042 



Table 5 

Accounting Information I S  of January 1, 1992 
(dollars in thousands) 

r 

H.dth Lif Total 

Reconciliation of Funded Status 
Accurnutated postretirement benefit 
obligation (APBO) 

Retired employees 
* Active employees fully 

eligible for benefit 
Other active employees 

c Total 
Fair value of assets 
Fair vatue of assets in excess 
(less than) APBO 
Unrecognized amounts 
e Transition obligation 

Prior service cost 
P Accumulated net loss 

b Total 
Prepaid (accrued) FAS 106 cost 

(asset) 

(gain) 

$ (122,968) s (37,548) 5 (160,516) 

{ 55,55 0) 
(49,9791 
(228,497) 

m 

(12,99 1) 
115.189l 
(65,728) 
37,609 

(68,54 1) 
(65.1 681 
(294,225) 
37,609 

(228,097) (28,119) (256,6 16) 

0 
0 

0 
0 

0 
0 

9.782 
9.782 

S (18,337) 

3,221 
3,221 

S (225,276) 

13,003 
13,003 

5; (243,613) 

Effect of Dna-Psrcentrgs-Point 
Incrra8a in Hoalth Car. Trand 
Increase in FAS 106 cost 
c Service cost 
* Interest cost 
b Subtotal 

Amortization 
Total 

Increase in APBO 
* Retired employees 
k Active employees fully 

eligible for beneffis 
w Other active employees 
b Total 

s 1,558 
1.214 
2,972 
0 

2,772 

5 0 
0 
0 

$ 1,558 
1,214 
2,772 

0 
0 2.772 

5.348 5,348 0 

3.653 

4 14.622 
_5.621 

0 
0 

a; 0 

3,653 
5.621 

S 14,622 
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Table 6 

Actuarial Assumptions and Methods 

Economic Assumptions 
Discount rate for benefit obligations 7.5 yo 

Return on plan assets 9.0% 

Annual rate of increase in salaries See Exhibit A 

Valuation earnings July 1, 1991 pay rate increased 
b y  3% to approximate earnings 
on January 1. An  additional 2% 
increase was applied for 1992 
only, to approximate the 
restoration of temporary pay CUT- 
backs reflected in the July 1, 
1991 earnings rates. 

Nlrdicaf Plans 
Average medical plan claims per person were developed based upon a review of actual. 
claims experience for 1990 and 1991. The average claims figures were adjusted to reflect 
additional medical trend through the valuation data, and 10 reflect age-specific patterns 
expected based upon standard claims distribution tables. 

40-64 
45-49 
50-54 
55-59 
60-64 

65-69 
70-74 
75-79 
80-84 
85 + 

Under Age 65 Claims Dittrihution (RetiroarlDependsnts) 
(Spouss Claims Loadmd 7.8% t o  Account for CJaims 

fer Childran of Rotiroe) 

Spous. 
N.A. s 1,774 
N.A. 1,870 
N.A. 2,058 

S 2,938 I 2,311 
3,707 2,s 15 

Retitme 

Msdierl Assistance Plan Claims Distribution 
(Employor Providmd Portion) 

Retiram 
$ 996 
1,100 
1,267 
1,388 
7,438 

SpourP, 
$61 1 

692 
755 

850 
828 
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Table 6 P 

Actuarial Assumptions and Methods (continued) 

Medicare Part B Reimbursement 
Reimbursement per retiree $382.00 

Medical Trsnd Assumptions 

Year 

1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000-2004 
2005-2009 
20 10-20 7 4 
20 15-201 9 
2020+ 

Notes: 1. 
2. 
3. 
4. 

Under Age 65 MAP 

17,00% 
46.00 
14.00 
12.50 
11.00 
10.00 
9.50 
8.50 
7 -75 
6.75 
6.50 
6.50 
6.50 

1 5 .o 0% 
16.00 
14.00 
12.50 
11.00 
10.00 
9.50 
8.50 
7.75 
6.75 
6.50 
6.50 
6.50 

Medicare 
Part B 

1 1 .SO% 
11.50 
11.50 
12.50 
1 1 .DO 
10.00 
9 S O  
8.50 
7.75 
6.75 
6.50 
6.50 
6.50 

Survivors 
Contribution 

1 7 .OO '?o 

16.00 
14.00 
1 1  -50 
1 1.50 
1 1.50 
11.50 
1 1.50 
8.50 
8.00 
7.50 
7.00 
6.50 

Assumes 6.5% nominal GNP growth. 
Medical component of GNP presumed to rise to 20%. 
Government share of medical cost presumed to fall from 40% to 33%. 
Governmental spending on medical cost as a percent of GNP increases from 
5% to 6.7%. 
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Table 6 

Actuarial Assumptions and Methods (continued) 

Demographic Asrumptions 
Mortality 

Retirement 

Termination 

Disability 

Dependent status 
(at retirement) 

1983 Group Annuitants Mortality Table 

Rates varying by age; average age at 
retirement is 60: 

Age Rate 
55 0.14 
56 0.07 
57 0.07 
58 0.10 
59 0.40 
60 0.15 
61 0.15 
62 0.33 
63 0.25 
64 0.20 
65 0.70 
66 0.35 
67 0.35 
68 0.35 
69 I .oo 

Rates varying by age; sample rates: 

Rate 

25 0.08 
40 0.0 1 
55 _ _  

Age 

None assumed 

For current actives, 90% of retirees 
are married. 
Actual spouse information provided by 
company for currant retirees. 
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Table 6 c 

Actuarial Assumptions and Methods (continued) 

Spouse's age Wives are 4 years younger than husbands 

Panicipation rates Retiree under age 65: looo/o 
Dependent medical 
under age 65: 100% 
Retiree MAP: 50% 

Life insurance: 100% 
Dependent MAP: 50% 

Method. 
Service cost and accumulated 
postretirement benefit obligation 

Projected unit credit, allocated from beginning of 
credited service period to full eligibility date.* 

Market-related value of assets Fair value 

* This is age 45 to age 55 for medical benefits, and full career for life insurance. 



16 
E 

&hibit A 

Salary Increases 

ALE 
25 
30 
35 
40 

45 

50 
55 
60 

Percentage 
Increase 

in the Year 

8.50% 
7.00 
6.50 
6.00 
6.00 
5.75 
5.50 
5.50 

Ratio of Salary at 
Normal Retirement Age 

to Current Salarv 

7 0.94 % 

7.29 
5.2 1 
3.81 
2.85 

2.13 
1.64 
1.24 
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Tabte 7 

Summary of Participant Data 

Results for the Life plan are based on employee data collected as of September 30, 1991 
and used for pension valuations. The company supplied a separate census of all participants 
a5 of May 1, 1992 for use for the Health valuation. This data was used as a representation ol 
the January 1, 1992 census. 

Active & Disabled Employees 

t Number 
D Average age 
t Average service 

* Average pay 
Total payroll ($000) 

In Payment 

Retired employees and surviving spouses 

B. Number 
t Average age 
Dependents 
c Number 

c Average age 

* Only retirees eligible for coverage. 

Health .Life 

3,994 

52.9 

21.7 

N/A 

N/A 

5,400 

70.0 

4,329 

66.3 

10,834 

42.6 

15.3 

$ 38,214 

403.577 

4,740' 

71.3 

0 

WA 
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Table 8 

Summary of Plan Provisions 

Medical Plans 

Eligible recipients of benefits includc pankipanrs who retire from acuvc emplovmcnt and 
spouscs of activc employees who dit whik eligible for rctircment. Currendy, requirements 
include aminmenr of age 55. Beginning in 1993, pankipanti m u r  complete 10 vars of 
service afrer age 45. 

Posueurement medical benefits arc offcrcd in ~ C C  carcgorics. They are ourlined below. 

1. 

I -. 

3. 

Reured employees under age 6 5 .  

Retires who retirc before ranury  1, 1993 do nor conuibure for coverage. Rerirccs 
can choosc bccwecn rhrec indemnity plans and numerow HMOs. M a r  of ehae 
retirees are in tbc Comprehensive Medical Expense Plan-Option A (CRIEP-A) 
indemnity plan. It is a concriburorv, comprehcnsivc major medical pian. Retirccs 
after January I, 1993 will cannibure 10% of thc cost of covcragc. Although coverage 
for retirccs srops ar age 65, their dcpendents' covcmgc cbnunucs to age 65 under 
ChEP-A. 

Reured employees who are age 65 or over 

Thcse rerirees a n  participate in t he  Medical .%sisuncc Plan ( M A P ) .  This is a 
Medicarc suppicmcnc pian, and rcrirccs conmhute 50% of the cost for cach covered 
individual. IW benefits art subject KO a S50.000 liferime maximum pcr individual. 

Medicarc Pan: €3 premiums are paid by ColumbiJ Gas for retirees (bur nor dependenrs 
or spouses). These premiums arc paid wherher or nor retirces parriciparc in MAP. 

Ocher coverages: 

Survivors of dcccascd rcdrecs or of acuvcs who b c  while cligibic KO retire receive 
covcragc paid by h e  company for one vmr 3 r d  then pav 50% of the  cost of the 
covcragc thereafter (regardless of age). T h e  iwt for survivors under age 65 is based 
on a blended acrive/rcdrcc cost. Survivors at' a m v a  ineligible to retire receive 
company-paid coverage fur anc year and h c n  p v  100% of the  blended anhe/retkec 
cost. There arc bcncfit cutbacks in cases oi msmagt or rcrnamagc. 



Life Insurance Plan c 

, . * .  
1. W b l L V  for P ardciDarion: Retirees under the retirement plan of The Calumbia G a s  

Syscem, Inc. who were covered for 10 or more years under the group life insurance 
program for active employees. 

2. Posrreriremenr Life Insurance Benefics: 

(a) Elieibitiw: AU retirees covered under the plan, ai  date of death. 

(b) Life Insunnce ?mount: For employees hired before Januarv 1. 1993, amount 
from rhe Schedule of Benefirs (approximately 80% of basic ~ n n m l  sahrv at time 
of retirement) is payable in a lump sum. For employees hired on or afier 
Januaw 1, 1993, benefits will be 50% of final base pay to a maximum of 

, 

ss0,odo. 

(c) ,Medical Benefirs: Life insurance amounts may be reduced ar rhe retiree’s 
election to pay certain catastrophic medical expenses nor: reimbursed by Medicare 
or company medial covcngc. 

SCHEDLTE OF BENEFITS 
(EmDiovces hired before Tanuarv 1. 19931 

Retired Emdoyets Only 

Basic Annual Salary* 

k s  &an 
5 2,400 but less than 

3,000 but less than 
3,600 but lcss than 
4,200 but less rhan 
4,800 but less than 
5,400 but less than 
6,000 but less than 
7,200 but less rhan 
8,400 but less rhan 
9,600 but Lcss than 
10,800 but less than 
12,000 but less rhan 
13,750 but less than 
16,250 but lcss than 
18,750 but ltss than 
21,250 but less than 
23,750 but less rhan 
26,250 but less than 
28,750 but less than 
31,250 but less than 
33,750 but less tfian 
36,250 but Less than 

S 2,400 
3,000 
3,600 
4,200 
4,800 
5.480 
6;OOO 
7.200 
8(400 
9,600 
10,800 
12.000 
13;750 
16,250 
18,750 
2 1,25 0 
23,750 
26,250 
28,750 
31.250 
33;750 
36,250 
38,750 

Amount of 
Life Insurance 

S 1,500 
2,000 
2;500 
3,000 
3,500 
4,000 
4,500 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
12,000 
14,000 
16,000 
18,000 
20,000 
22,000 
24,000 
26,000 
28,000 
30,000 
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Amount of 
Basic Annual Salary" Life Tnsutancc 

S; 38,750 but less than 
41,250 bur lcss than 
43,750 but less than 
46,250 bur Icss than 
48,750 bur less than 
51,250 but lcss than 
53,750 but lcss than 
56,250 but Icss than 
58,750 bur less than 
61,250 bur Icss than 
63,750 but less than 
66,250 but less than 
68,750 bur less rhan 
71,250 bur less than 
73,750 bur less than 
76,250 bur l s s  than 
78,750 but icss than 
81,250 bur less than 
83,750 bur less than 
86,250 but less than 
88,750 bur lcss rhan 
91,250 but less than 
93,750 bur less than 
96,250 but lcss than 
98,750 or ovcr 

$41,250 
43,750 
46,25 0 
48,750 
5 1,250 
53,750 
56,250 
58,750 
6 1,250 
63,750 
66,250 
68,750 
71,250 
73,750 
76,250 
78,750 
8 1,250 
83,750 
86,250 
88,750 
91,250 
93,750 
96,250 
98,750 

3 32,000 
34,000 
36,000 
38,000 
40,000 
42,000 
44,000 
46,000 
48,000 
50,000 
52,000 
54,000 
56,000 
58,000 
60,000 
62,000 
64,000 
66,000 
68,000 
70,000 
72,000 
74,000 
76,000 
78,000 
80,000 

* Basic Annual Salary is thc amount shown on thc EmployePs records on the last day of 
the calendar month preceding the ht day of acdve employment. For employees 
receiving sales commissions, Basic Annual Salary is h e  average amount for thc 12 
consccutivc calendar months immcdiarcly prcccding rhe Iasr day of acrivc cmploymenr. 
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Table 9 
t 

Assets of life insurance plan 
as reported by Columbia 

Assets 

January 1,1992 

S 37,608,824 
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Actueria! Certification 

This valuation has been conducred in accordance with generally asceprcd a m r i a l  principles 
and praerics. 

T h e  a-rial assumptions employed in the development of pension c a t  have becn selected 
bv the plan sponsor, with the concurrcnce of Towers Pcrrin. Scatcmcnt No. 106 of the 
Fkuncial Accounting S n n h t d s  Board requires rhix tach significant assumption used shall 
reflea che best csrimte solely with respecr to thar individual assumpdon. 

Towers Perrin 

Gerard C. JMingione, FSA 

ElLon I. Cabin, ASA 

Augur 1992 
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?able 1 

I 

I 

Summary of Sdected Rt"Jlts by Company a3 of January 1,1992 
(dollars in thousands) 

Health 

Company 

10 

12 
13 
14 
15 
16 

17 
18 

19 
32 
34 

35 
36 
37 
38 
39 
43 
51 
53 

FAS 108 Coat 

$ 0 

354 
1,529 

54 
146 

11 
116 

18 
910 

9,655 
235 
0 

2,528 
1,027 

366 
648 

9,649 
65 1 

1,487 

$ 29,384 

t 0 
360 
27 
50 1 
65 
84 
0 

103 
7 

385 
3,758 

998 
0 

1,456 
332 
467 

121 
4,421 

91 

f 12.376 



Table 2 

Summary of Selected Results by Company ps of danua~y 1 I 1992 
(dollars in thousands) 

Company 

10 

12 
13 
14 
15 
16 
17 
18 
19 
32 
34 
35 
36 
37 
38 
39 

43 
51 
53 

Life 
$8y-.8-yOU-gO 

cost  FAS 108 Cost 

$ 5  
194 

82 
158 

7 
14 

1 
15 

3 
78 

907 

25 
10 

266 
94 
45 

59 
1,057 

74 

$ 3,114 

5 3 
154 

18 
119 

12 
72 
0 

17 

2 
64 

817 
27 
17 

279 
71 
77 
30 
944 
37 

S 2,700 



Tablo 3 

I 

Summary of Selected Resufts by Company (1s of January 1, 1992 
(dollars in thousands) 

Company 

10 

12 
13 
14 
15 
16 

17 
18 

19 
32 
34 

35 
36 
37 
38 
39 
43 
5J 
53 

Totd 
P.y-rs-you-go 

PAS 106 Cost Cost 

SI 5 
1,681 

436 
1,687 

61 
160 

12 
131 

21 
988 

10,562 
260 
16' 

2,814 
1,121 

41 1 
707 

10,708 

2 

s 3 
5 14 
45 

620 
77 
96 
0 

1 a0 
9 

449 
4,575 

225 * 
1,735 

403 
544 
151. 

5,365 

2 

S 32,498 S 15,070 
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Table 1 

I 

Summary of Selected Results by Company 8s of January I, 1991 
(dollars in thousands) 

Company 

10 

12 
13 

14 
15 
16 
17 
18 
19 
32 
34 
35 
36 

37 
38 
39 
41 
43 
51 
53 

Health 

Transition Pay-ar.you-go 
0 bligation FAS 106 C0.t cost  

$ 0  
8,006 
I ,087 
8,626 
785 
840 
6 

1,186 

195 
5,877 

67,398 

2,469 
0 

22,823 
5,916 

5,34 7 
0 

3,080 
71,435 

2.547 

207,593 

$ 0  
1,46 1 

358 
1,360 

60 
143 

4 

7 24 
19 

821 

9,228 
258 

0 
2,600 

965 
439 

0 

59 1 
9,410 

490 

28,33 1 

$ 0 
204 

29 
403 
62 
46 

0 
7 04 

6 
334 

3,133 

182 
0 

1,224 
238 
484 

0 
87 

3,986 
46 

10,648 



Table 2 

Summary of Selected Results by Company as of January I, 1991 
jdollars in thousands) 

tif e 

Company 

10 

12 
13 
14 
15 
16 
17 
18 
19 

32 
34 

35 
36 

37 
38 
39 
41 
43 

51 
53 

~ ~~ 

Pay-as-you-go Transition 
Obligation FAS 106 Cost 6: ost 

$ 13 
875 
64 
6 64 

71 
82 
0 

111 
11 

384 
4,Q 15 

173 

131 
1,754 

412 
536 
103 

7 77 

5,737 
100 

_I__ 

$ 8 

115 
40 

103 
4 

96 

0 
10 

2 
51 
595 

17 

8 
192 
62 
34 
I3  
43 
688 

J 

s 2 

123 
9 

94 
10 

12 
0 

16 

2 
54 

692 

24 
19 

247 
58 
76 
15 
25 

808 

14 

16,313 2,023 2,300 



Table 3 

Summary of Selected Results by Company as of January 1, 1991 
' (dollars in thousands) 

Tatal 

Company 

10 
12 
13 
14 

15 
16 
17 
18 
19 
32 
34 

35 
36 
37 
38 
39 
41 
43 
51 
53 

Transition P .y-8S*yOU-gCl 
0 b iig8tion FAS 106 Cost coat 

8 13 

8,88 1 
1,151 
9,290 
856 
922 
6 

1,297 
206 

6,261 
72,373 

2,642 
131 

24,577 
6,328 
5,853 

103 

3,257 
77,172 

2.647 

$ 8 
1,576 

398 
1,463 

64 
159 

4 
134 
21 

872 
9,823 

275 
8 

2,792 
1,027 

470 
13 

634 
10,098 

515 

$ 2 
407 

38 
497 

72 
58 

0 
120 

8 

388 

3,825 
206 

19 
1,47 1 

296 
560 

75 
112 

4,794 
60 

223,906 30,354 12,948 
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1. Management Summary 

T h e  Columbia Gas Sysrem maintains mcdiwl and Life insurance phns for its turrenr Jnd 
furure retirees. Prior to 1991, Columbia accounted for the medial benefits as they were 
paid, making no expense accrual during an ernplovec’s warking carter. The retiree’ group 
life insurance plan has bccn expensed and funded on an accrual basis for a numbx of v a r s .  

L ~ K C  in 1990, &e Financial Accounring Standards Board issued io statement on accounting 
far retiree weifarc benefits. Beginning in 1993, FAS 106 rquircs expense rccofition on a 
pension-ypc basis, ;.e., spread over trnpbyets’ working years. Columbia chose to adapt 
this accounting procedure earlier than required, for the 1991 fiscal year. 

fhis report presents the results of the January 1, 1993 acruanal valuation of Columbia’s 
retiree medical and life insurance plans. The summnnes include: 

Obligations under FAS 106 and the accounting cost dcreKnined under FAS 106 

Forecasts of furure FAS 106 cost levels 

Deveiopment of maximum tax deductible contribution Emits for thc various funding 
vehjc~cs 

Merhods and assumptions used in &e valuation 

PaPticipanr data used in thc valuation 

Pian provisions. 
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Results as of January 1, i 993 

C 

The 1993 acruarial vaiuacion of Columbia's retiree medial and life insurance plans is based 
an the substantive plans as of January 1, 1993, and reflm a service rtquitemrnc provision 
effccrive in 1993. Key rcsults are summarized below wid, dollar amounts in rholasands: 

Medical tif. Tot81 

Periodic FAS 106 cost f 33,667 L 3,638 S 37,305 
Percent of valuation earnings 8.1% 0.9% 9.0% 

Pay-as-you.go cast f 15,340 5, 3,061 d 18,407 
Percent of valuation earnings 3.7% 0.7% 4.4% 

Accumulated postretirement 

Number of participants 

beneffi obligation (APBO) S 264,880 $1 72,982 5 337,afi2 

Retirees 5,446 5,M6 WA 

Active and disabled 
employees 4,365" 10,706 Nil4 

Valuation earnings $416,501** S 416,501 d 416.501 

+ 6,341 additional active and disabled trnpioyecs have not begun accruing benefits 
under the plan. 

*+ includes earnings for employees who have not begun accruing benefits under the plan. 

The changes in FAS 106 cost from 1992 to 1993 can bc accounted for as follows (dollan 
in thousands): 

?diadic81 l i f  total  

Prior year FAS 106 cost b 29,384 S; 3,114 S 32,498 

Change due PO numbers and 
characteristics of participants 
and net plan experience 

Contribution policy 

investment experience 

Revised claims data 

Change in assumptions 

Change in plan provisions 

Current year FAS 106*eost 

1,147 

323 

0 

2,813 

0 

0 

33,667 

430 1,577 

7 330 

87 87 

0 2,813 

0 0 

0 

3,638 37,305 
- - 0 .  



For 1993, FAS 106 periodic accounung cost exceeds p3pS-you-go cost bv 518.9 million. 
or 4.5% of valuation earnings. To rhc extent that Cohrnhia docs not fund h s  amount 
cuncndv, an additional Liabiliry amounr is accrued on rhe baknce sh& 

Derails of rhe currcnf valuation raulu; are shown in Tables 2 chrough 4. A m r i a l  
assumptions and methods, a summarl, of partjcipant data, and plan provisions are oudined 
in Tabits 7, 8, and 9, rcspmivelv. 

Sensitivity of Results 

FAS 106 requires disclosure of rhe effect of a one-percentage-point incrcasc in the assumed 
medical cost mend r a m  for each h m r e  y u r  on: 

D The aggregate of the service and interest cos[ components of FAS 106 cast. 

Keeping all ocher assumprions the samc, a one-pcrcentagc-incrcasc in 5end increases &e 
rncdicai plan APBO from 5264.9 to 5284.4 million (7.4%) and the aggregate of &e service 
and interest components of the FAS 106 cost hcreases by $3.7 rniUion (10.5%). Tablc 5 
presents details of the cffecs of a one-prrccnngc-point increase in the medical trend. The.: 
percentage incrcass in hc rota1 p t r cd rcmcnr  APBO (5.8%) and in the aggregate of rhc 
service and interest cost components of hc FAS 106 cast for all rcurce wclfarc benefits 
(8.7%) arc lowcr since the redree fife insunnce obfigations arc not depcndcnr an hcalth 
care infhtion. 

The APBO and FAS 106 cost are also sensitive ro a number of orher assumpdons, 
including the discount rate and chc ages at which cmployces are cxpecred to redre. 
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Funding 

I 

7 % ~  company has crclted three funding vehjcls for rcdrte medical bentfin: a VEBA for 
bargaining employees and rerirea, and a VEBA and 401(h) accounr for nonbargaining 
employees and retirees. The company is conmbudng only for thase subsidiaries whcrc rate 
recognition is provided. Thus, only costs allocated to Columbia Gas Transmission and 
Columbia GulfTsansmission are being funded at: rhis ume. Conmbudon cargcrs equal rhc 
allocated FAS 106 c a r  plus a 20-ycar amonkinon of the initial transition obligation. The 
total tax deductible limit for the three funding vchicla (in S thowinds) arc: 

VEBA bargaining $ 5,717 
E B A  nonbargatnhg 12,220 
40 1 (h) accounr 2.906" 
T D C ~ ~ .  20,843 

I 

* Amounts allocable to thcsc subsidiaries would be furcfier consmined by retirement 
pian subordination limir if all loc! tions participate. 

Columbia funds the retiree group life insurance pbn through a VEBA. A conmbueion of 
%4,440,000 ;has been made for 1993, versus a taxdcducciblc conmbution limit of 
%4,904,000 as calcuhted on Table 6. T h e  compny's currcnr policy is to contribute 
FAS 106 cost plus an amount to amo* the accrued pcrcdtcmcnr benefit Liability as of 
January 1,1993 over 20 years (40 years for Commonwcaith 6s Services). 

Dcraiis of the 6ax deducrible limit caluhtions arc shown in Table 6. 



Forecast 

Towers Pemn performed a rcn-year forecast of FAS 106 retiree medical and lik COSIS. n e  
results are shown bclow. The projected costs for thc medical plan assume that benefits for 
Columbia Gas Transmission and Columbia Gulf Transmission will continue to be 
prcfunded, with funding equal to FAS 106 c a r  plus thc initial transition obfiprian 
amortized on a lcvel basis over 20 years. All Sysrem b c ~ t f i ~  are funded in rhc Life 
insurance pian, where hnding is presumed EO equal FAS 106 cost: plus an amordwtian of 
the accrued poscrcuremenr bcncfir Liability as of January 1, 1993. 

Annual C o d  In Yllllonr 

$30 

$20 

t 10 

$0 

Total Medical Plan Life Insurance Pion 
..l..WW - -.-... 

1993 1994 1995 1996 1999 199s 4999 2000 2001 aoc2 
Annual C o r a  
($ millions) 
Lie Insurance Plan 53,6 $3.3 $3.2 $3.1 63.0 f2.9 52.8 $2.8 $2.7 $2.8 
Medical Plan .,,QJ 37.0 38.8 40.0 45.2 47.6 50,2 53.0 
Total 37.3 38.6 40.2 41.9 43.8 45.8 48.0 50.4 52.9 55.6 

K OQ P ~ ~ F O I I  

Medical Plan J E 1 a s a c s s . 0 7 . 9 ~ ~ ~  z,9.u 
Life Insurance Plan 0.9% 0.8% 0.7% 0.6% 0.6% 0.5% 0.5% 0.5% 0.4% 0.4% 

Total 9.0 8.0 8.7 8.6 8.5 8.4 0.4 8.4 8.3 8.3 

Xt is c x p ~ e d  dut fururc cost inaoxs for the rnircc: medical phn wi€l be d m t d  as 
additional subsidivies begin pnfunding. 

The forecast appiis h e  samc actuarial assumptions with respect to salary incrr;rxs atxi 
rctirenncnc rates used to dcrermine the 1993 FAS 87 cost for tihe mimncnt income pians. 
Ir ako assumes that dK work force will rcmain Icvel over h e  next ten years. 
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Table 1 
Summary of Results 8 5  of January 1, 1993 

(dollars in thousands) 

Medical L i f e  Total 

5 37,305 

9.0% 

f 18,401 
4.4% 

FAS 106 Cost 
Periodic cost 
Periodic cost as percent of 
valuation earnings 

$ 33,667 $ 3,638 

8.1% 0.9% 

Pay-a#-you-go Cost 
Percent of valuation earnings 

$ 15,340 
3.7% 

3,061 
0.7% 

Accumufatod Portrmtiremant 
Banofit Obligation 

Expactod Postrotiroment 
Bmnef it Obligation 

S; 264,880 S 72,982 S 337.862 

S 592,684 92,385 $ 685,069 

Assot. m d  Resmrvos 
Plan assets 

I. Market-related value 
Fair value $ 12.900 

12.900 
$ 41,100 

41,100 
s! 54,QOO 

54.000 

Number of Participants 
Retired participants 
b Under 65 
* Over65 
c Total 
Active and disabled employees 
c Fully eligible far bensffls 

Other 
I. Total 
Total participants 

Vduatidir Earnings 

1,321 
3,795 
5,046 

WA 
N/A 

N/A 

UIA 
_NIA 
N/A 

N/A 

$ 416,501 

z ,438 
4,008 
5,446 

1,569 

10.706 
15,752 

.--2LXz 
1,625 

4.365* 
9.81 1 

2,7r10 

$ 416,501 $ 416,501 

Koy Economic A~sumptlonm 
Discount rate 
Average medical cost trend 
t first year 

uttirnate 
Salary incream 
Return on plan amew 
Effenive tax rae 
After-tax rate of 
return on plan assets 

7.5% 7.5% 

15.1% 
6.5 Yo 
6.O% 
9.0% 
3.1 O h  

0.7% 

15.2% 
6.5 % 

WA 
9.0% 

12.8%'"0 

NJA 
NIA 
6.0% 
9 .B % 

0% 

7.85% 9.0% 

* 6,341 additional active employees h a w  not yet started accruing benefm under the plan. 
** Blended rate reflectin$ taxable status ol  nonbargaining V E M .  
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Table 2 

Breakdown of Medical Plan Results as of January 1, 3993 
(dollars in thousands) 

FAS 106 e0.t 
Periodic cost 
Periodic cost as percent of 
valuation earnings 

Accumulated Postretiromont 
Bonafit Obligation 

Expoctmd Portrotiramant 
Benefit Obligation 

Plan assets 
b Fair value 
(c Markat-raiatad value 

Numbot of Pwticiprntm 
Retired participants 

Under 65 
Over65 

e Total 
Active and disabled employees 
c Fully eligible for benafiis 
e Other 
c Total 
Total participants 

Valuation E8ming8 

Kmy Economic Assumptions 
Discount rate 
Average medical care cost trend 
* first year 
* ultimate 
Salary increase 
After-tax rate of 
return on plan assats 

A88.t. 8nd /(ol;.tV.~* 

Medical 
Bsnefitr 

5; 27,559 

6.6% 

f 287,676 

S 486,668 

I 9,658 
9.658 

1,424 
2,435 
3,859 

1,625 
2.740 
4.365 
8,224 

S 416,501 

7.5 O/S 

16.0"' 
6 5Y. 

&A 

9 85% 

* Proportional allocation per lensr of March 1, 1993 

hnedica~o 
Promium 

6,108 

1.5% 

S 57,264 

f 106,016 

f, 3,242 
3,242 

1,279 
3,656 
4.935 

1,625 
7 740 

9,300 

5, 416,501 

a 

7.5% 

12.3% 
6.5% 

NIB 

7.85 % 

Yetaf 
Medical 

S 33,667 

8 1 O h  

cb 264,880 

f 592,684 

s 12,900 
12,900 

1,438 
4,OOB 
5,446 

1,625 
2,740 
4,365 
981 1 

SBl6,FiOt 

7.5% 

15.2% 
6.5% 

NIA 

7.85% 



Table 3 

FAS '106 Cost 8s of Januasy 1, 1993 
(dollars in thousands} 

Medical Life f0t.1 
FAS 106 Cost 
Service cost 

Interest cost 

Expected return on plan assets 
Amortization of 
c Transition obligation 

c Prior service cost 

c Losses (gains) 
* Total arnonization 
Toral FAS 106 periodic cost 
w Percent of valuation earnings 
c Per active employee 

(asset) 

FAS 'I06 Cost - lBrsrkdewn for 

Service cost 
Interest cost 
Expected return on plan essets* 
Amortization of 
c Transition obiigation 

P Prior service cost 
c Losses (gains) 
b Total imonization 
Total FAS 106 periodic cost 
c Percent of valuation earnings 
P Per sctive smployee 

Modicat P h 8  

(assei) 

b 14,672 S 1,552 $ 16,224 
20,402 5,477 25,879 
(1,407) (3,754) (5,161) 

0 0 0 
0 0 0 

0 3 6 3  -2!z! 
0 363 363 

f 33,667 s 3,638 $ 37,305 

s 3,229 $ 348 f 3,570 
8.1% 0.9% 9.0% 

Modicd 
Ban81 its 

f 12.513 
16,069 

9 ,OS31 

0 
0 

0 
S 27,559 

5 2.637 
6.6% 

Madicar. 
Pmrniurn 

S 2,329 
4,333 

(3%) 

0 
0 
0 

0 

15% 
s 6,108 

9 585 

Total 
h d i e a i  

S 14,672 
20,402 
(1,407) 

0 
0 
2 

0 
S 33,687 

8.1% 

S 3,222 

* Return on expected contributions during 1993 r k a t o d  in proponion to assets as of 
January 1, 1993. 



Table 4 

FAS I06 Obligations 
(dollars in thousands) 

Medical Lif. 

Accumulatod Pottr~tir~rnont 
Benofit Obligrtiarn (APBO) 
in payment 
c Retired employees S 90,297 f 43,309 

Total 13,524 43.389 
Active and disabled employees 
fully eligible for bemifits 
t Employees 45,853 43,350 

Dependents 24.629 0 
h Total 70,482 13,350 
Mher active employees 

Employees 39,191 16,323 

t Total 59,874 16,323 
Total APBO 
c Employees and retirees 175,341 72,982 

w Total t 264,880 $ 72,982 

t Dependents and surviving spouses 64,227 0 

t Dependents 20.683 0 

Dependents and surviving spouses 89,539 9 

Additional Obligation for 
Future Sonrico 
Active employees 
t Employees 

Dependents 
Total 

Expoctod Poetrotirament 
Benefit Obligation 
t Employees 

Dependents 
Total 

$ 220,085 
107,719 

S 327,804 

5 395,426 
197.258 

5; 592,684 

Totat 

5 133,606 

177,833 
a4_,2a7 

59,203 
24,629 
83,832 

55,514 
20,683 
76,197 

248,323 
09.539 

S 337,062 

$ 19,403 S 239,488 
0 107.7 99 

$ 19,403 S 347.207 

$ 92,385 E 487,811 
0 197.258 

s 92,3a5 S 685,069 
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Table 5 

Accounting Information as of January I, 4993 
(dollars in thousands) 

Reconciliation of Funded Status 
Accumulated postretirement benefit 
obligation (APBO) 
c Retired employees 
c Active employees fully 

eligible for benefit 
c Other active employees 
8 Total 
Fair value of assets 
Fair value of assets in excess 
(less than) APBO 
Unrecognized amounts 
c Transition obligation 

t Prior service cost 
8 Accumulated net loss 

c Total 
Prepaid (accrued) FAS 106 cost 

(asset) 

(gain) 

E f f r c t  of One-Percmntago-Point 
locrm~ss in Modical Trend 
Increase in FAS 106 cost 
c Service cost 
c Interest cost 
c Subtotal 
B Amortization 
t Total 
Increase in APBO 
c Retired employees 
c Active employees fully 

eligible for banafii 
c Other rctivs smploym 
w Total 

Medical Life 

S (134524) 

(70,482) 
f59,8741 

12,900 
(264,880) 

(251,980) 

0 
0 

zo.aoa 
20,808 

S (231,172) 

$ 2,056 
7.624 
3,676 
3 

4,200 

7,45 1 

4,985 
7.1 14 

$ 19,550 

S (43,309) 

(13,350) 

(72,982) 
-LzLzn 

ai , i oo  

(3 7,882) 

0 
0 

13,375 
13.315 

S (18,567) 

s 0 
0 
0 

4 
0 

0 

Q 
_p 
$ 0 

Total 

S (1 7’7,833). 

(83,632) 
176,1971 
(337,862) 
54,000 

(283,86 21 

0- 
0 

34,123 
34.123 

$ 1249,739) 

$ 2,056 
1.620 
3,676 

2 
4,200 

7,45 1 

4,985 
7.1 14 

t 19,550 
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Table 6 

Tax Deductible Contribution Limits 
(dollars in thousands) 

Medical Pian 

VEBAI 
Benefits funded 
e Actives 

b Retirees 

vdU.8 .S Of J8nU8fy 1, 1993 
Actuarial liability 
c Current actives 

Retired 1992 or later 
Retired before 1992 
Total . 

Expected benefit payments 
* Current actives 
b Retired 1992 or later 

Retired before 1992 
+ Total 
Assets 

Expmctsd Vduar 88 of Deeembsr 31, 1993 
Actuarial liability 
e Current actives 
e Retired 1992 or later 
c Retired before 1992 
t+ Total 

Account limit (EOY) 
Assets 
Allowable increase to  account limit 
Benefit payments 
Deductible limit (MOY) 

68rg8ining 

al l  

all 

1s 3,059 
832 

8-35 1 
12,242 

92 
75 

- A i 2  
1,026 
4,200 

6,969 
821 

8,126 
15,916 

9,415. 
4,536 
4,879 

5,71? 
1.,02s 

Non-88rgaining 

pre-age 65 benefits 
for 1/1/92 active 
employees 
all benefits for 
pres 1992 retirees 

$ 2,796 
1,370 
27.165 
31,331 

427 
278 

4.204 
4,909 
5,700 

7,498 
4,160 

24.34 1 
32,999 

13,526'' 
6.014 
7,512 
4.909 

12,220 

Equals actuarial liability at end of year for current actives and retirees 1992 and later 
plus 20% of end of year liability for pre.1992 retirees. 

Note: All amounts encompaas Columbia Gar Transmission end Columbia GuH 
Transmission paaidiprnts only, 



"Table 6 (continued) 

Tax Deductible Contribution Limits 
(dollars in thousands) 

Medical Plan 

401 (h) Account for Non-Bargaining Employees 
Benefits funded 
* Actives 

* Retirees 

Valura a8 of Janu8ry 'I, 4993 
Expected postretirement benefii obligation 
Assets 
Present value of projected service 
Aggregate normal cost (MOY) 

Crh~llation of subordination limit (emir. plan/ 
Normal cost for pension benefits 
* 1993 

1992 
Total 

Actual contributions for current pension 
benefits 
D '7993 

'1492 
c Total 
Ons-third of fhe lesser of the above 
Death benefru to the extent funded 
c 1993 
* 1992 

Total 
Amounts funded through 401(h) 
b 1992 
ltol(h) contribution limit 

post-age 65 benefits 
for 1/1/92 active 
employees 
post-age 65 benefits 
for those retiring 
after 1/1/92 

Total 

S 26.560 
3,000 

8.42 
2.906 

27,973 
26.996 

1x73 9 
15,081 
32.81 2 
10,937 

269 

A97 
2 

2.982 
7,458 

Note: All amounts except subordination Lnl encompass Columbia Gas Transmission and 
Columbia GuH Trrnrmisrion partic- only. 
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Titate 6 [continued) 

Tax Deductible Contribution limits 
{dotlers in thousands) 

Life Inrurance Pian 

VEBA 

Benefits funded 
c Actives 
b Retirees 

Funding method - Aggregate 

VdU.8 88 Of January 'I, '1993 

Expected postretirement benefrt obligation 

Assets 

Present value of projected service 

Aggregate normal cost (MOY) 

all 
all . 

$ 80.909 

41,100 

8.43 

4.904 

i 

I 



Tab10 7 

Actuarial Assumptions and Methods 

FAS 106 Cost Contribution8 

Economic Atrumptiont 

Discount rate for benefit obligations 7 -5 ' /Q a .0%/5.5 v0 

Return on plan assets 

c Medical pian 7.85 Ye + 8.0%/5.5%' 

* Life insurance plan 9.0% 8.0% 

Annual rate of increase in salaries Age-graded rates, Age-graded rates, 
averaging 6% (Exhibit A) averaging 6% (Exhibit A) 

Valuation earnings July 1, .I992 pay rate 
increased by 3% to 
approximate ̂ earnings on approximate earningson 
January 1 January 1 

July 1, 9992 pay rate 
increased by 3% to 

Net of tax applicable to  non-bargaining medical VERA; FAS 106 valuation employs a 
blended rate. 

Modical P h 8  
Average medical plan claims per person were developed based upon a review of actual 
claims experience for 1991 and 1492. The svsrege claims figures were adjusted to  reflect 
additional medical trund through the valuation date, and to reflect ags-specific patterns 
expected based upon standard claims distribution tables. 

Undor Ago 65 Claims Distribution (il;stireer/Dsp*ndants) 

4 0 4  
45-49 
50-54 
55-59 
60-64 

Rotirow 
NIA 
N/A 
WA 

S 4,186 
5,282 

Spouan 
S 1,876 

2,057 
2,369 
2,732 
3,130 

Modlcrri h i s t a n c o  Plan Claims Distribution 
(Emplloyrr Providod Portion) 

65-69 
70-74 
75-79 
88-64 
859 

Retiroe 
$ 9,142 

1,262 
1,454 
1,592 
1,650 

spouro 
S 679 

775 
833 
912 
946 



Table 7 (continued) 
Actuarial Assumptions and Methods 

Annual Contribution Amounts' 
Ptr-ag. 65 P O S t - 8 g 8  65 

Employ- Spouts Employoo Spouse 

Retired before January 1, 1993 s o  $ 0  S 570 f 570 
Retired on or after 
January 1, 1993 236 253 570 570 
Surviving spouse N/A 1,182 WA 570 

Amounts reponed by the company for 1993. nesa amounts arc projecied with 
medical trend. 

Modiecrra Pan B Promiurn 
Reimbursement per retiree $439.00 

Medical Trond A88umption8 
Y oar Undor Age 65 Ag. 65+ Medicrro Prmmiurn. 

1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000-2004 
2005-2009 
2010+ 

16.00% 
14.00 
12.50 
11 .oo 
10.00 
9.50 
0.50 
7 '75 
6.75 
6.50 

16.00% 
14.00 
12.50 
11.00 
10.00 
9.50 

7.75 
6.75 
6.50 

8.50 

12.38% 
4 2.20 
12.50 
11.00 
10.00 
9.50 
8.50 
7.75 
6 -75 
6.50 

** Medicare premium trend modified for 1993 and 1994 to reflect mandated increases. 

Notes: 1. Based an 6.5% nominal GNP growth per capita. 
Medical component of GNP presumed to increase from 14% to 22% 
over a twenty-year panod. 
No trend employed for non-bargaining WE54 due PO ?ax limit 
considerations. 

2. 

3. 
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Table 7 (continued) 
Actuarial Assumptions and Methods 

Demographic Assurnptionr 
Morta I ity 

Retirement 

Termination 

Disabiliry 

Dependent strhlr 
(at retirement) 

1983 Group Annuitants Mortality Table 

Rates varying by age; average age a t  
rerirernent is 60: 

Age 
55 
56 
57 
58 
59 
60 

61 

62 
63 
64 
65 
66 

67 
68 

69 

Rate 
0.14 

0.07 
0.07 
0.10 
0.10 
0.45 

0.15 
0.33 
0.25. 
0.20 
0.70 
0.35 
0.35 
0.35 
1 .DO 

Rates varying by age; sample rates: 
Age Rate 

25 0.08 
40 0.0 1 
55 

None assumed 

For current advet ,  IK)% of retirees 
presumed mamed at retirement; aCtuaI 
spouse information provided by 
company for cunsnt retirees. 
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Table 7 (continued) 
Actuarial Assumptions and Methods 

Spouse's age 

P anicipation rates 

Method8 
FAS 106 costs 

Wives 4 years younger than husbands. 

Retiree under age 65: 100% 
Dependent medical 
under age 65: 100% 
Retiree MAP: 50% 
Dependent MAP: 50% 
Life insurance: 1 QO% 

Projected unit credit, allocated from beginning of 
credited service period to full eiigibiiity date. This is 
age 45 to age 55 for medical benefits, and full career for 
life insurance. 

Contributions 
b Medical plan VEBAs 

b Medical plan dOl(h) Aggregate method 

e Life insurance plan VEBA Aggregate method 

Entry age normal with entry age equal to later of hire 
date or January 1, 1992. 

Market-related value of assets F8ir value as reponed by company, 

Benefits not valued 
FAS 106 costs 

b Contributions 
None 
Benefits for key employees and benefns in excess of 
DEFM limits {generally $50,000) were not valued. 



Exhibit A 

Salary Increases 

AAE 
25 
30 
35 
40 
45 
50 
55 

* _  60 

Percentage 
Increase 

in the Year 
8.50% 
7 -00 

6.50 

6.00 
6.00 
5.75 
5.50 
5.50 

Ratio of Salary at 
Normal Retirement Age 

to Current Sataw 
1 0.94 ‘/o 

7.29 
5.2 1 
3.8 1 

2.05 
2.13 

1.61 

1.24 

T i m -  - 
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Table 8 

Summary of Participant Data 

Resutts based on employee data collected as of August 31, 1992 (also used for pension 
ValUattORS). This data was used 8s a representation of the January 1, 1993 census. 

Activo b Dirablod Employ008 

w Number 

t Averageage 

t Average service 

w Average pay (actives) 

P Total payroll ($000) 

In Paymmt 

Retired employees and surviving spouses 
* Number 

Average age 

Dependents 

* Number 

t Avsraga age 

Medic81 Lifo 

4,365 10,706 

53.1 42.7 

21.8 15.5 

NiA $ 38,904 

WA 41 6'50 1 

5,446 

70.3 

4,390 

67.1 

5,846' 

YO .4 

0 

WA 

Only retirees eligible for coverage. 



Table 9 

Summary of Plan Provisions 

Medical Plans 

Eligible recipients of benefits include parricipants who rcrirc from active cmplnvmcnt. their 
spouscs and dependents, and spouses of active emplovccs who die while ctigibl; for 
retirement. Currcndy, rcquircmcnn include aminmcnr of age 55. Beginning in 1993, 
pankipants must complete 10 years of servicc after age 45. 

Retiree rncdcal benefirs are offered in t h e e  aregoria. They are outlined below. 

1. 

2. 

3. 

Rerircd employes and dcpcndcnts under age 65. 

Participants retiring lxforc January 1, 1993 do not contribute for coverage. Retirees 
can choose bcrween t k c  indemnity plans and numerous HMOs. Most pamcipanu 
arc covcred under the Comprehmivc Medical Expensc Plan-Option A (CMEP-A) 
indemnity pian before age 65. This is a conmbutory, comprehensive major mcdi~l . ;  

coverage. For cmployces hired on or afrer January 1, 1993, &c conmbudon will 
increase to 50% of thc cosr of coverage. 

pian. Rctiras on or aka January 1,1993 witl contribute 10% of &e cost of 
1(1- i > :;: 

Rcrired employes and depcndenrs age 65 or  over. 

These panicipanrs arc covered under the Medical Assisnncc Plan (W). This is a 
Medicarc suppiemenr plan, and retirees contribure 50% of chc cosr for each covered 
individual. MAP benefits arc subject ro a %50,000 Lifetime d m u m  pcr individual. 

Medicare Parr 3 premiums arc paid by &iurnbia Gas for pctirts (bur not depcndcnrs 
or spouses). These premiums arc paid whether or  nor retires pahcipare in MAP. 

Survivor coverages are as foltows: 

Survivors of deceased mirm or of actives who dic while eligible to retirc rcccive 
coverage paid by the campany for one p r  and Ehm pay 50% of h e  cost of the 
coverage dxrufker ( rprdlers of age). T h e  cmc for suMvors undcr age 65 is based 
on a blaxicd aceivc/rerircc cost, Survivors of acrivcs ineligible to rcrirc: receive 
company-paid coverage for one year and then ply 100% of the blended sctive/redrtt 
cost. Thm arc benefit cutbacks in cases of marriage or rmaapkagc. 
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Table 9 (continued) 

Summary of Plan Provisions 

Life Irosurancs Plan 

1. -: Retirees under the rcureinenr plan of The Columbia Gas 
Svstcm, Inc. who were covered for 10 or more yean under the group life insurance 
program for active ernployecs. 

2. p e t i r e  Life Insurance Benefits: 

(a) Eli_Pibiliryy: All redrea covered under h e  phn, at date of d a h .  

(b) JJc Insurance Amoun!: For ernployts hired before January 1, 1993, amount 
from the Schedule of Benefits (appraximrely 80% of baric arinual salarv at time 
of rctiremenr) is payable in a lump sum. For mploycs hired on or aka 
January 1, 19931 bencfin will be 50% of final base pay to a maximum of 
S50,OOO. 

( c )  Medica! &n&a : Life insurance amounts may be reduced at the rerirm’s elaxion 
to pay certain catasrrophic medical expcnss nor rcirnburserd by M e d i ~ r e  or 
company medical covcragc. 

&sic Annual Snlaq’ 

L a s b n  $ 2,400 
9; 2,400butlessthan 3,000 

3,000 bur less than 3,600 
3,600 but less dun  4,200 
4,200 but less than 4,800 
4,800 but less than 5,400 
5,400 but ltss than 6,000 
6,000 but iess d u n  7,200 
7,200 but less than 8,400 
8,400 but I s s  d u n  9,600 
9,600 but Icss than 10,800 

12,000 but Icss than 13,750 
13,750 but less rhan 16,250 
16,250 but less than 18,750 
18,750.but less than 21,250 
21,250 but iess than 23,750 
23,750 but less than 26,250 

10,800 buc las  than 12,000 

Amount of 
Insumncc 

S 1,580 
2,000 
2,500 
3,000 
3,500 
4,000 
4,500 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
12,000 
14,000 
16,000 
18,000 
20,000 
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Table 9 (continued) 
Summary of Pian Provisions 

Life Insurance Plan (continued) 

Basic .4nnul  S3tar-y' 

9 26,250 bur lcss than 
28,750 but Iw than 
31,250 bur less &an 
33,750 but lcss than 
36,250 but less rhan 
38,750 bur less rhan 
41,250 but icss than 
43,750 but less than 
46,250 bur lcss than 
48,750 bur less than 
51,250 bur less than 
53,750 but less than 
56,250 bur less rhan 
58,750 bur Icss than 
6 1,250 but less than 
63,750 but lcss rhan 
66,250 bur less thjn 
68,750 but lcss than 
71,250 but less rfian 
73,756 but less h n  
76,250 but Less rhan 
78,750 but less than 
81,250 but less ehan 
83,750 but less than 
86,250 but icss &an 
88,750 but icss than 
91,250 but I s s  than 
93,750 but lers than 
96,250 but less than 
98,750 or over 

S 28,750 
31,250 
33,750 
36,250 
38,750 
41,250 
43,750 
44,250 
48,750 
5 1,250 
53,750 
56,250 
5 8,75 0 
61,250 
63,750 
66,250 
68,750 
71,250 
73,750 
76,250 
78,750 
8 1,250 

86,250 ' 

88,750 
9 1,250 
93,750 
96,250 
98,750 

83,750 . 

Amounr of 
Life Insumnce 

s 22,000 
24,000 
26,000 
28,000 
30,000 
32,000 
34,000 
36,000 
38,000 
40,000 
42,000 
44,000 
46,000 
48,000 
50,000 
52,000 
54,000 
56,000 
58,000 
60,000 
62,000 
64,000 
66,000 
68,000 
70,000 
72,000 
74,000 
76,000 
78,000 
80,000 

* Basic h u a l  Salary is the amount shown on the Empioycr's nrords on the h t  day of 
the calendar month preceding the h r  b v  d active employment. For employees 
receiving salts commissions, Basic ~ n n d  Wary is the average amount for the 12 
sonsccuave calendar months immediardr pnrcding rht hsr  day of active mploynncnt, 
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Table 10 

Assets 

Medical Plan 

Market value reponed by Columbia 

* Bargaining VEBA 

t Non-bargaining VEBA 

401(h) account 

w Total 

Life Insurance Plan 

Market value reported by Columbia 

January 1, 1993 

$ 4,200,000 

5,700,000 , 

3.008,OOO 

12.900.800 

s 41,100,000 

I 



_- 
ActU8rial Certification 

This miuarion has been conducted in accordance wirh gcncnUy accepted a m r i a l  principles 
and pradccs. 

The actuarial assumptions employed in che devclopmenr of pcnsion cost have been selecrcd 
bv t hc  phn sponsor, with the concurrence of'Towers Perrin. Starcmcnr No. 106 of &e 
Gnancial Accounting Standards Board rcquira that cach significant assumption used shall 
reflea hc k t  estimate salcly with rcspccr to th3t individual assumption. 

' Gerard C. Mingionc, FSA - 

Y 
Ellion: I. Cobin, ASA 

Towcrs Pcnin 

May 1993 
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Table 1 

Allocation of 1993 FAS 106 Cost b\ Company 
(dollars in thousands) 

Medical 

Ssrvicm lntsre+t bcpected FAS 106 
GO89 cost Return Cost Company 

10 

12 

13 
14 

15 
16 
17 
18 

19 
25 
32 
34 
35 
37 
38 
39 
43 
51 
53 

5 0  
996 
230 

1.04Q 
4 

61 
16 

42 

0 
27 

497 
4,572 

98 
91 1 
600 

0 
417 

4,667 
494 

5 0 
889 
119 

977 
60 

107 

4 
90 
15 
8 

590 
6,773 
20 1 

2,040 
669 
372 
36 I 

6,784 
2 

SI 0 
Q 
0 

(792) 
0 
0 
0 
0 
0 
0 
0 
0 
Q 
0 
0 
0 
0 

11,215) 
0 

$ 0 
1,085 

349 

1,025 
64 
168 
20 
132 
15 
35 

1,087 
7 1,345 

299 
2,95 '1 
1,269 
372 
778 

10,236 
837 

S 14,672 S 20,602 S (1,407) S 33,667 

Method of Allocation: - 
-- 
-- 

Service cost with interest specific to each company, 
All other cort items rllacrted in proportion to APBO. 
Expected return rllocclted basad on: 
(1) 
(2) 

1892 contributionr with respect to 1/1/93 balmncrs 
0xp.ct.d 1993 prefunding conuibut~onr (1993 FAS 106 cost piur 5 K  transition 
obligation minur expected benefn p m y m ) .  



Table 2 

I 

I 

I 

Alloeation of f 993 FAS 186 Cost by Company 
.? (dollars in thousands) 

Company 

10 

12 

13 
14 

15 
16 
17 
18 
19 
25 
32 
34 
35 
36 
37 
38 
39 
43 
51 
53 

Lif I) insurance 
cost 

$ 3  
223 
73 

197 
9 

15 
1 

18 
3 
4 

92 
1,065 

29 
13 

338 
114 
53 
69 

1,237 
90 

s 3.638 

Method of Allocation: -- 
-- Sewice cost with interest specific to each company. 

Ail other cost items r l k a t e d  in proponion to APBQ, 



Table 3 

I 

Allocation of 1993 FAS 106 Cost by Company 
(dollars in thousands) 

Total 
Company ?AS 106 Cost 

10 

12 
13 
14 

15 
16 
17 
18 
19 

25 

32 
34 

35 

36 
37 

38 , 

39 
43 
51 

53 

f 3 

2,108 
422 

2.022 
73 

183 
21 

150 
18 
39 

1,139 
12,410 

428 
13 

3,281 
1,383 

425 
847 

1 1,473 
. 927 

S 37,305 
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4 994 Actuarial Report 

Nay 1994 
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Highlights 

The Columbia Gas System adopted Financial Accounting Standard No. 106 (FA5 106) 
with rhe 1991 fiscal year. This re n summarizes t h e  financial results for Columbia's 
retiree welfare plans under FAS lE, and sets forth tax deductible tirnits under IRC 419. 

Results are based u n acruarial valuaths of the  retiree medical and life insurance benefits 
as of January 1, 19 r 4 and January 1, 1993. (All dollar valucs arc shown in thousands.) 

I 
January 1,1994 January 1, 4993' 

FAS 106 Expenso 
Dollar amount I 

Percent of payroll 

Disburramsnts 

Projected 
Percent of payroll 

Trust Contributions 
Corn pa ny contributions* 
Percent of payroll 
Maximum deductible contribution 
Percent of payroll 

FAS 106 Funded Status - 
Medical 
Fair value of assets (FV) 
Accumulated postretirement 
benefit obiigation (APBO) 
APBO funded percentage 
(FV + APBO) 
Accrued postretirement benefit cost 

$ 32,866 $ 37,385 
7.7% 9.0% 

$ 19,430 
4.6% 

$ 19,477 
4.6O/e 

$ 46,432 
10.9% 

$ 28,244 

263,013 

4 0,7% 
$ 241,174 

$ 18,401 
4.4% 

$ 21,259 
5.1 % 

$ 25,947 
6.2% 

$ 12,900 

264,880 

4.9% 
$ 231,172 

FAS 108 Fundod Status - Llfo 
Fair value of assets (N) $ 51,714 $ 41,100 

72,982 
Accumulated postretirement 
benefit obligation (APBO) 82,796 

APBO funded percentage 
(FV + APBO) 62.5% 56.3% 
Accrued postretirement benefit cost $ 19,350 $ 18,567 

* Reflects inclusion of four subsidiaries in funding vehicles for 1994. 



Major Events Since Prior Valuation 

Economic Environment 

The discount rate for FAS 106 expense purposes reflects the time value of money as of the 
rncasumcnt dare. This m e  is set based on high quality bond yields. In fiscal 1993 the 
yields on government and corporate bonds dmrastd signifcandy: 

Decomber 31,1993 Docombmr a¶, 1982 

Moody's W corporate 
bonds 7.00% 7.91% 
30-year Treasury bonds 6.35% 7.40 yo 

Since market mcs and inflation expectations decreased during she year, for FAS 106 
expcnsc pu?~]ses, Columbia changed its discount rate and sahry increase assumpdons. The 
rerum on plan assets assumption was unchanged. For funding purposes, interest tare $% 
salary increase rare assumprions remained unchanged. 

danusry 1, I994 January ¶ #  1993 

FAS 706 

p Discount rate for 

Salary increase rate 

Return on plan assets* 

obligations 9.0% 

5.5% 

7.85% 

9.5% 

6.0% 

7.85% . Assumed pax rate* 12.8% 12.8O/e 

Contributions 

* Interest rate (before tax} 

Assumed tax rate** 

* Salary increase rate 

8.0% 

39.25% 

6.0% 

8.0% 

31.25% 

6,0% 

* 
*+ 

Blended rate reflecting taxation of income in nonbargaining VEBA. 
Appiies on assets in the nonbargaining VEBA trust only. All other funding 
vehicles offer tax-free investment income. 
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Retiree Health Care Costs : 

c 

The 1994 per capita claim c a r s  assumed in the current valuation were roughly 7% lower 
on an overall basis versus rhc 1994 car projeacd in h e  prior valurion. 

Prior to 
age 65 

Age 65 
and after 

1994 cost assumed 
in current vaiuation 

1994 cost projected 
in prior vaiuation 

$ 3,915 $ 1,170 

4,331 1,228 

Haalth Care Trorid Rat8 

Trend fates in the short t e r n  are typically related to the recent hi~01-y of hcalch care cost 
increases, while the uieimate uend is rchtcd to the general economic environment. The m e  
of increase-in medical CPI declined during 1993. This resuited in favorable chims 
experience under Columbia's program, and a gain versus the  expected medical trend. 

1993 

Consumer Price index change 

. Medical component 6.0% 
Total index 3,00/8 

Columbia's medical trend 
assumption 16.0% 

1992 

3.8% 
7.4% 

lEi,oo/o 

Based upon thc change in discount rare and a recent downward trend in health care cost 
increases, thc assumptions used in the 1994 d u a d o n  have btcn revised as follows: 

1994 Valuation 9 993 Valuation 

1994 trend 12.0% 14.0% 

Uttimate trend 5.5% 6.5% 

Years to reach ultimate trend 10 16 
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Demographics 

The following summarizes the change in participant data: 

1994 1993 O/o Change 
Active Employees: 

. Number 10,304 10,451 ( 1,4) */o 

c Average age 42.6 42.4 

* Average service 15.2 15.2 

Disabled Employees: 

c Number 250 255 

c Average age 53.7 53.8 

Retirees and Surviving 
Spouses: 

(2.0) % 

t Number 5,393 5,446 (1 .Q)O/o 

c Average age 70.7 7Q.3 
Total: 

t Number 15,947 16,152 (1.4)Oh 

+ Average age 52.2 52.0 

Salary incrcascs for individuai mptoycs averaged 5.2%, as compared co the assumed rate 
of abour 6.0%. 

Pian Chsngos 

Plan provisions have not changed since tf ic prior vaiuation. 
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FA$ 106 Expense 

Ner periodic posuetircmcnr knefic cost (FAS 106 cxpcnse) is the amount an employer 
must recngnizc in its financial statement as the  COS^ of retiree welfare plans. It is 
determined in accordance with Financial Accounting Standards Board Sntement No. 106. 
FAS 106 cxpcnse is $32,866,000 for fiscal 1994, or 7.7% of payroll. 

The changes in FAS 106 crperisc from 1993 KO 1994 can be accounted for as follows 
(dollars in thownds): 

Prior year FAS 106 expanse 

Change due to numbers and 
characteristics of participants 

Investment experience 

Claims experience 

Changes in assumptions 

Change in plan provisions 

Current year FAS 106 
expense 

Medical 

L 33.667 

29,785 

Life 

$ 3,638 

3,087 

Tot81 

$ 37,305 

32,866 
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History of Expense 

The decrclx in FAS 106 cxpcnsc in 1994 is largely due to favorable clairix urpcricncc and 
the reduction in medical trend assumption. The chart that follows shows the retiree wcifim 
expense since the adoption of FAS 106 accounung in 1991: 

History of Expenso 

@ Life 69 Medico1 

History of Expmnse ($ thousands) 

Fiscal Percent 
Yew Medical Life Total of Pay 

'1 994 $ 29,785 $ 3,081 $ 32,866 7.7% 
1993 33,667 3,638 37,305 9.0 

1991* 28.33 1 2,023 30,354 7.9 
1992 29,384 3,114 32,498 8.7 

* Does not include recognition of transition obligation. 
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Advance Contributions 

The company has crated three funding vehicles for retiree medical benefirs: a VEBA for 
bargaining ernployem and retirees, and a VEBA and 401 (h) accounr for nonbarpining 
employees and rerirecs. The company is contributing only for those subsidiaries where n c e  
recognition is provided. Thus, only costs allocdtcd to Columbia Gas Tnnsmission, 
Columbia Gulf Transmission, Columbia G3s of Maryland and Commonwealth Gas Services 
arc expected to bc funded during 1994. 

Company conmbution targets arc b e d  on the allocated FAS 106 expense plus an 
amorxizition of any accrued FAS 106 expense from prior years. This amounr totals 
%15,577,000 for thcsc four subsidiaries in 1994. T h e  tax deductible limits for 1994 with 
respect to the thrce funding vehicles (in $ thousands) arc: 

VEBA bargaining $ 28,682 
VEBA nonbargaining 10,887 
401(h) account 2.733" 
Total $ 42,302 

* Amounts allocable to ehesc subsidiaries could be funher constrained by the retirement 
plan subordination limit if additional locations participate. 

Thc conmburion targets arc allocated ta h e  funding vchicfes on a per-capita basis between 
thc bargaining and nonbargaining trusts. Thc overall allocation between bargaining and 
nonbargaining trusts is made without regard to deducribility; however, connibations 
allocated to the nonbargaining trusts are first applied to the QDl(h) account, up to the 
deductible limit, to maximize tax cffedveness. The allocation of rhc 1994 mrgcr 
contribution is as foIlows (in $ thousands): 

VEBA bargaining S 2,943 
VEBA nonbargaining 9,90 1 
40 I (h ) account 
Total .$ 15,577 

Columbia funds the rcdrcc p u p  life insurance plan through a VEBA. A company 
contiibution of $3,900,000 has been determined for 1994, versus a tax-dcductiblc 
contribution k r  of $4,130,000. As for retiree rntdiml cats, chc company's policy is to 
contribute on FAS 106 cxpcmc plus an amount to amortize any accrued FAS 106 
cxpense from prior ycars. 

Details of the tax deductible limit calcuhuons are shown in the Supplcmenml Information 
section beginning on page SI-6. 

I 
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The following C ~ K  shows the history of employer advance contributions plus the 
anticipated conmbutions for 1994: 

History of Contributions 

t in Millions 

$20 

S 15 

s 10 

15 

199 1 1992 1995 1994 
so 

Life Medico1 

Histow of Contributions ($ thousands) 

Year Medical Life Total 

1994 $ 15,577 $ 3,900 $ 19,477 

1993 16,902 4,357 2 1,259 

1992 12,900 2,847 15,747 

1991 0 0 Q 



I 
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FAS 106 funded Status 

The funded status, on a FAS 106 expense basis, is measured by comparing &e fair value of 
assets With the accumuhtcd ptrcriremcnr benefit obligation (APBO). Th e  APBO is &e 
portion of the KOQI present value of projected benefits allocated KO prior years, 

The plan’s funded perccnrage (fair vahe of assets divided by APBO) increased to 23.1% as 
of January 1, 1994 from 16.0% for the prior year. This percenragc is based on a fair value 
of assets of $80.0 miiiion and an APBO of $345.8 million. 

An approximate rcconcibanon for the change in funded percentage is pramred blow: 

Prior year funded 
percentage 

Contribution policy and 
miscellaneous experience 

Investment experience 

Revised claims data 

Change in assumptions 

Change in plan provisions 

Current year funded 
percentage 

Medical 

4.9% 

4.7 

0.6 

0.8 

(0.3) 

B.0 

10.7 

Life 

56.3% 

2.5 

7.9 

0 .o 
(4.21 

0.0 - 
62.5 

Total 

4 6.0% 

23.1 

I 
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History of Funded Status 

The following chart shows the history of funded status of the medical pfan since 1991 
(dollars shown in rhausands): 

History of Funded Status 0- Medical 

Funded Pucenf 

122 

8% 

6% 

A 2  

2% 

O X  

History of Fundod Status - Modical 
Fiscal Funded 
Year APBO Assers Percentage 

I994 $263,013 $ 28,244 10.7% 

1993 264,880 12,900 4.9 
1992 228,497 0 0 
1991 207,593 0 0 
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me following chart shows t he  history of funded .SUNS of the life insurance plan since 1991 
(dollars shown in thousands): 

History of Funded Status -- Life 

199 1 1992 1993 1994 

FV of Arsets/APBO 

History of Funded Status 0- Life 
Fiscal Funded 
Year APBO Assers Percentage 

1994 $ 82,796 $ 51,711 62.5% 
1993 72,982 44,100 56.3 

1992 65,728 37,609 57.2 
1991 54,180 37,867 69.9 

I 
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Summary of Results as of January 1, 1994 
(dollars in thousands) 

FAS 106 Expenso 
Expense 
Expense as percent of 

valuation earnings 

Pay-as-you-go Cost (estimated) 
Percent of valuation earnings 

Accumulated Postretirement 
Benefit Obfigstion 

Expactod Postretirement 
Bmnsfit Obligation 

Plan Assem 
Fair value 
Market-related value 

Number of Participants 
Retired participants 
t Under 65 

Over 65 
c Total 
Active and disabled employees 
c Fully eligible for benefits 

Other 
Total 

Total participants 

Valuation Earnings 

Key Economic Assumptions 
Discount rata 
Medical cost trend 
c first year 

uttimate 
Salary increase 
Return on pian assets 
Effective tax rete 
After-tax rate of 

return on plan assets 

Medical Life 

$ 29,785 $ 3,081 

7.0% 0.7% 

$ 15,968 9, 3,462 
3.8% 0.8% 

$ 263,073 $ 82,796 

f 541,324 $ 105,040 

$ 20,244 $ 51,711 
28,244 51,711 

1,425 7,333 
4.159 4,02Q 
5,584 5,393 

7,688 1,564 
2,761 8,990 
4.449. 10.554 

10,033 15,447 

$ 425,228 $425,228 

7.0% 7.0% 

12.0%** NA 
5.5% N/A 

WA 5.5% 
9.0% 9.0% 

12.8Y0*+~ 0 YO 

7.05% 9.0% 

Total 

$ 32,866 

7.7% 

$ 19,430 
4.6 Yo 

$ 345,809 

$ 646,364 

$ 79,955 
79,955 

N/A 
J 

NIA 

WA 
2 
NIA 

Nl.4  

5; 425,228 

7.0% 

42.0%+* 
5.5% 
5.5% 
9 .o % 

' W A  

N/A 

* 6,705 additional active employees have not yet stsRed accruing benefits under the plan. 
** 12.0% is first year trend assumption for medical benefits; first two years' trend 

assumption for Medicare premiums is slightly higher due to mandated increases. 
+** Blended rate reflecting taxable status of nonbargaining VEBA. 

I 
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Breakdown of Medical Plan Results as of January 1,1994 
(dollars in thousends) 

FAS 106 Exponso 
Expense 
Expense as percent of 
valuation earnings 

Accurnul8tsd Postretirsmont 
Bonofit Obblig8tion 

Expaciad Postrclitiromont 
Bonafit Oblig8tiOn 

c Fair value 
P1.n A880?8* 

Market-related value 

Numbor of Bmticipmt. 
Retired panicipants 

t Over65 
t Total 
Active and disabled employees 
c Fully eligible for benefrts 
c. Other 
t Total 
Total participants 

Valwation Earning8 

Under65 

Medical 
Benef its 

$ 24,016 

5.6% 

S 202,239 

S 436,654 

$ 21,146 
21,146 

1,411 
7.141 
3,552 

1,688 
2,761 
4,449 
8,OO 1 

$425,228 

Medicare 
Promiurn 

$ 5,769 

1.4% 

$ 60,774 

$ 104,670 

$ 7,098 
7,098 

1,269 
3,80Q 
5,069 

9,688 
2,761 
4,449 
9,5 18 

$425.228 

fotd 
Medical 

5; 29,785 

7.0% 

S 263,013 

S 547.324 

5; 28.244 
28,244 

9,425 
4,159 
5,584 

9,688 
2,761 
4.449 

10.833 

$ 425,228 

* 7993 allocation percentages of 74.87% to medical benefns, 25,13% to Medicare 
premium is assumed unchanged. 
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Development of 4 994 FAS 106 Expense 
(dollars in thousands) 

FAS 106 Expenso 
Service cost 
Interest cost 
Expected return on pian assets 
Amortization of 
b Transition obligation 

b Prior service cost 
c Losses (gains) 

Totat amortization 
Total FAS 106 expense 

Percent of valuation earnings 
D Per active employee 

(asset) 

FAS 106 Expens. - Breakdown 
for Medic81 Plsn8 
Service cost 
Interest cost 
Expected return on pian assets' 
Amortization of 
b Transition obligation 

6 Prior service cost 
c Losses (gains} 
t. Total amortization 
Total FAS 106 expense 
w Percent of valuation earnings 
b Per active employee 

(asset) 

Medical 

f 13,561 
18,812 
(2,608) 

0 
0 
0 
0 

$ 29,785 

$ 2,895 
7.0% 

Medica I 
Benefits 

f 11,490 
14,479 

(1,953) 

0 
0 
0 
0 

$ 24,016 

$ 2.334 
5.6% 

Life 

S 1,747 
5,759 
(4,673) 

0 
0 

208 
2D8 

$ 3,081 
0.7% 

$ 299 

Medicare 
Premium 

$ 2,091 
4,333 

(655) 

0 
0 
0 
0 

$ 5,769 

$ 561 

P - 
1.4% 

Total 

fi 15,328 
24,611 
(7,281 1 

0 
0 

2 
208 
S 32.866 

7.7% 
$ 3,494 

Total 
Medical 

$ 13,581 
38.812 

(2,608) 

0 
0 
0 
0 

$ 29,785 

S 2,895 
7.0% 

* Return on expected contributions during 1994 allocated in proportion to assets as of 
January 1, 1994. 1994 asset allocation percentages were assumed unchanged from 
1993 levels of 74.87% and 25.13% 
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Breakdown of FAS 106 Obligations 
(dollars in thousands) 

Accumulated Postretirement 
Banafit Obligation (APBQ) 
In payment 
t Retired employees 
e Dependents and surviving spouses 

Active end disabled employees 
fully eligible for benefits 
t Employees 

e Total 
Other active employees 
c Employees 
c Dependents 
c Total 
Total APBB 
b Employees and retirees 
t Dependants and surviving spouses 

Total 

b Total 

Dependents 

Additional Obligation for 
Future Servicm 
Active employees 

Employees 
Dependents 

P Total 

Expectod P~stretltomont 
Bsnsf it Obligation 
c Employee8 
e Dependen- 
c Total 

Medical bif e 

$ 80,771 $ 50.085 
56,540 0 

137.3 1 1 50,005 

41,361 14,720 
29.727 0 
7 1,088 14,720 

33,097 17,991 
21,517 0 
54,614 17,991 

155,229 82,796 

$ 263,013 $ 82,796 
107.784 0 

Total 

$ 130,856 

167,396 
5fi.540 

56,081 
29,727 
85,808 

5 1,880” 
21,517 
72.605 

238,025 
707,784 

$ 345,809 

$ 174,268 $ 22,244 $ 796,512 

$ 278,311 $ 22,244 $ 305,555 
104,043 0 s 

$ 329,497 $ 105,040 $ 434,537 

211.827 0 _211.827 
f 541,324 1; 105,040 s 646,364 ~ 
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Accounting Information as of January 1, 1994 
(dollars in thousands) 

Medical Life 

Roconciii8tio~, of Funded Status 
Accumulated postretirement benefit 
obfigation (APBO) 

Retired employees $ (137,311) 
b Active and disabled employees 

fully eligible for benefit (71,066) 
b Other active employees (54,6141 
P Total (263,O 13) 

Fair value of assets in excess 
(less than) APBO (234,769) 
Unrecognized amounts 
w Transition obligation (asset) 0 .  
t Prior service cost 0 
c Accumulated net loss (gain) f6.4051 
Prepaid (accrued) FAS 106 expanse $ (241,174) 

Fair vslue of assets 28,244 

( 14,720) 
I1 7.9916 
(82,796) 
51,711 

(31,085) 

0 
a 

1 1,735 
b (19,350) 

Effect of One-Psrcentage-Point 
Lncreate in Medic81 Trend 
Increase in FAS 106 expense 
c Service cost $ 1.987 5 0 
c Interest cost 1.405 0 
t Subtotal 3,3 12 0 
t Amortization 0 0 
t Total 3,312 0 
Increase in APBO 
w Retired employees 6,690 0 
c Active and disabled employees 

fully eligible for benefrts 4,936 0 
t Other active employees 6.542 0 
w fo ta l  $ 18,168 I 0 

Total 

$ (187,396) 

(85,808) 
173 605) 

(345,809) 
79,955 

(265,854) 

0 
0 

5.330 
$ (260,524) 

$ 1,909 
1,405 
3,312 

3,312 

6,690 

4,936 
6,542 

$ 18,168 

. 

I 



Tax Deductible Contribution Limits 
(dollars in thousands) 

Medical Plan - VEBA for Bargaining Employees 

Benefns funded 
w Actives 

Retirees 

Vduar a8 of J8nuary 1, 19% 
Present value of projected benefits 
Assets 
Unfunded amount 
Interest adjustment for middle-of-year payment 
Deductible limit (MOYJ 

all 
all 

$ 38,281 
1Q,682 

27,599 
_1,083 

28,682 

Note: Ail amounts reflect inclusion of Columbia Gas Transmission, Columbia Gas of 
Maryland and Commonweahh Gas Services subsidiaries only. 
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Medical Plan -9 VEBA for Monbsrgaining Employees 

Benefits funded 
c Actives 

Retirees 

I 

I 

VdUaS 8s Of J8nU.y 1,1994 
Actuarial liability 
t Current active end disabled employees 
t Retired 1992 or later 
w Retired before 1992 
e Total 
Expected benefrt payments 
b Current active and disabjed employees 
b Retired 1992 or later 
e Retired before 1992 
e Total 
Assets 

Exprctrd Vilues as of December 31, 1994 
Actuarial liability 
b Current active and disabled employees 
c Retired 1992 or later 

Retired before 1992 
e Total 

Account limit (EBY) 
Assets 
Allowable increase to account limit 
interest adjustment for middle-of-year payment 
Benefit payments 
Deductible limit (MOY) 

pre-age 65 benefits for 1/1/92 active 
employees 
all benefits for pre- 1992 retirees 

$ 4,202 
4,003 

26.271 
34,476 

468 
896 

4,167 
5,531 

11,316 

7,960 
3,303 

23,426 
34,689 

17,439* 
1 1,938 
5,501 

(145) 
5.53 1 

10,867 

* Equals actuarial iiabiiity at end of year for current actives and post-1991 retirees plus 
30% of snd-of-year liability for pre-1992 retirees from TCO and CGT and 10% of end-of- 
year liability for other included subsidiaries, 

Note: All amounts reflect inelusion of Columbia Gas Transmission, Columbia Gulf 
Transmission, Columbie Gas of Maryland and Cornmonweatth Gas Services 
subsidiaries only. 

I 



Medical Plan - 401(h) Account for Nonbargaining Employees 

Beneffis funded 
t Actives 

t Retirees 

VdlJ.8 88 Of hlIU8w 1, 1994' 
Expected postretirement benefit obligation 
Assets 
Present value of projected service 
Deductible limit -- aggregate normal 
cost (MOY) 

Crtcrrlation of subordination limit (ontire plan) 
Normal cost for pension benefits 

1994 
* 1993 
c 1992 

Total 
Actual contributions for current pension benefits 
* 1994 
D. 1993 

Total 
b 1992 

One-third of the lesser of the above 
Death benefrts to the extent funded 

P 1993 
t 1992 
P Total 
Amounts funded through 4Ql(h) 
P 1993 

1992 
c Total 
407(h) contribution limit 

D 1994 

post-age 65 benefits for 
1/1/92 active employees 
post-age 65 benefits for 
those retiring after 1/1/92 

$ 28.204 
6,246 
8.35 

$ 2,733 

$ 27,368 
27,973 
26.916 
82,257 

0 
2 4 , W  
15.081 
39,725 
13,242 

0 
373 

228 
60 1 

2,505 
2.982 

5,567 
7,074 

Reflects inclusion of Columbia Gas Transmission, Columbia Gulf Transmission, Columbia 
Gas of Maryland and Commonwestth Gas Services subsidierias only. 
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Life Insurance Plan 0- VEBA 

Benefm funded 
b Actives 

Retirees 

Values as of January 'I, 1994 

Expected postretirement benefit obligation 

Present value of projected service 
Deductible limit - aggregate normal 
cost (MOY) 

ASS8tS 

amounts up to  $SO,OOO* 
amounts up 10 $50,000* 

$ 05,333 
51,711 

8.48 

$ 4,130 " 

* DEFRA limit; may be higher for participants who had reached age 55 OR January 7 ,  1984. 



Actuarial Assumptions and Methods 

Economic Assumptions 

Discount rate for benefit obligations 

Return on plan assets 
w Medical plan 

D Lie insurance plan 

Annual rate of increase in salaries 

Valuation sarnings 

FAS YO6 Expanse 

7.0% 

7.85%* 
9.0% 

Age % increase 

25 8.0% 
40 5.5 
55 5 .O 

averaging 5.5% 

July 1, 1993 pay rate 
increased by 3% to 
approximate earnings 
on January 1 

Contributions 

8.0%15.5%" 

8.0 W5.5 '!& 
8.0% 

% increase 

8.5% 
6.0% 
5.5% 

averaging 6.0% 

July 1, 1993 pay rate, 
increased by 3% to 
approximate earnings 
on January 1 

* Net of tax applicable do non-bargaining medical VEBA; FAS 106 valuation employs a 
blended rate. 

Medical Phn8 
Average medical pian claims per person were developed based upon a review of actual 
claims experience for 1991, 1992 and 9993. The average claims figures were adjusted to  
reflect additional medical trend through the valuation date, and to reflect age-specific 
patterns expected based upon standard claims distributibn tables. 

Undor Age 65 Claims Distribution 

Retiree spouse 

4044 
45-49 
50-54 
55-59 
60-64 

65-69 
70-74 
75-79 
80-84 
85+ 

N/A 
N/A 
W A  

5, 3,762 
4,744 

s 2,204 
2,4 19 

3,216 
2,786 

3,688 

$ l"a3Y 
1 . 1 4 5  
1.319 
1 ,u5 
1,697 

$ 1,058 
7,206 
1,299 
7,423 
1,474 
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Annual Ratite. Contributions. 
. Pre-aoe 65 Post-erre 65 

Empio yee Spouse Empio yee Spouse 

Retired before Janusry 1, 1993 $ 0  $ 0  5 680 5; 680 
Retired on or after 
January 1, 1993 249 266 680 680 
Surviving spouse tVA 1,245 N/A 680 

* Amounts reported by the company for 1994: these amounts are projected with medical 
trend. 

Midicsro Part B Pramium 
Reimbursement per retiree $493.20 

Medical Trend A88UmptiOn8 
Year Covered Charges 

1994 
1995 
1996 
1997 
1998 
1999 
2000 
200 1 
2002 
2003 
2004 
2005.1. 

12.0% 
11.0 
1 Q.0 
9.0 
8.5 
8.0 
7.5 
7.0 
6.5 
6.0 
5.5 
5.5 

Note: No trend is employed for nonbargaining VEBA results due to tax limit considerations. 

I 
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Damogrrphic Assumptions 
Mortality 

Disabled mortality 

Retirement 

Termination 

Disability 

Dependant statu% 
(at retirement) 

1983 Group Annuitants Mortality Table 

PBGC Disabled Mortality Table for 
Social Security recipients 

Rates varying by age; average age at 
retirement is 60: 

Age R8t@ 
55 .i4 
56 .07 
57 .Q7 
58 .10 
59 . lo 
60 .15 
61 .15 
62 .33 
63 .25 
64 .20 
65 .70 
66 .35 
67 .35 
68 .35 
69 1 .OO 

Rates varying by age; sample rates: 
Age Rate 
25 .050 
35 .018 
45 ,006 
55 -- 

50% of 1987 Commissioners' Group 
Disability Tabie (&month incidence 
rates} 

For current actives, 90% of maie and 
60% of female retirees presumed 
married at retirement; actual spouse 
information provided by company for 
current retirees. 
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Spouse's age Wives 3 years younger than husbands. 

Surviving spouses Medical benefits costs for surviving spouses (priced as 
50% company paid) were loaded 15% to reflect the 
cost of first year 100% company-provided benefits. 

Participation rates Retiree under age 65: 100% 
Dependent medical 
under age 65: 700% 
Retiree MAP: 50% 
Dependent MAP: 50% 

Life insurance: 100% 

M mthods 
FAS 106 expense Projected unit credit, allocated from beginning of 

credited service period to  full eligibility date. This is 
age 45 to age 55 for medical benefits, and full career for 
life insurance. 

Contributions 
Bargaining medical pian VEBA Funding limit presumed equal to unfunded present 

value of projected benefits. 

b Nonbargaining medical plan Individual level premium method with entry age equal 
to later of hire date or January 1, 1992. VEBA 

e Medical pl8n 401(h) Aggregate method. 

Life insurance plan VE3A Aggregate method. 

Market-related value of asssb Fair value as reported by company. 

Beneffts not valued 
e FAS 106 expense None. 

e Contributions All benefits for key employees and life insurance 
benefits in excess of DEFRA limits (generally $50,808) 
were not valued. 

I 
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Changes in Methods and A8sumptions Since Prior Year 

t The deductibfe limit for contributions to the bargaining VEBA is determined to equal the 
unfunded present vaiue of projected benefits. in the prior valuation the individual level 
premium funding method was used. 

,+ Medical trend rates were lowered from 14% grading down to 6.5% by the year 2010 to 
12% grading down to 5.5% by the year 2004. 

b A disability incidence assumption was added, along with a disabled life mortality 
assumption. 

c 60% of female employees are assumed to be married at retirement, instead of 90%. The 
age difference for female spouses at retirement was lowered from four years to three. 

Medical costs for surviving spouses (priced as 50% company paid) a m  loaded 15% to  
provide for the cost of first year 100% company-provided benefits. 
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Summary of Participant Data 

Medical resutts based on employee data collected as of August 1, 7993, This data was used 
as a representation of the January 7,  1994 census. 

Medical tif e 

I 

Actives 

b Number 

b Average ege 

b Average service 

t Average pay (actives) 

b Total payroll ($000) 

Disabled. 

b Number 

c Averageage 

Inactive8 

Retired employees and surviving spouses 

b Number 

b Averageage 

Dependents 

b Number 

b Averageage 

* Only tetirees eligible for coverage. 

4,199 10,304 

52.8 42.6 

21.5 15.2 

N/A $ 41,268 

N/A 425,228 

250 

53.7 

5,584 

70.6 

4,046 

66.4 

250 

53.7 

5,393" 

70.7 

0 

NIP,  
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Summary of Plan Provisions 

Medical Plans 

Eligible rccipicnrs of benefits include parricipanrs wha retire from active employment, their 
spouscs and dependents, and spouses of active employees who die while eligible for 
retirement. Employees must complete 10 years of service after age 45 to be eligible for 
ptretiremcnt medical benefits. 

Re&= medical benefits are offered in rhree categories. They are outlined below. 

1. 

2. 

3. 

Retired cmployees and dependents under age 65. 

Pamcipants retiring before January 1,1993 do not contribute for coverage. Retirees 
can choose beween three indemniry plans and numerous HMOs. Mast participants 
are covered under the Comprehensive Medical Expense Plan-Option A (CMEP-A) 
indemnity plan before age 65. CMEP-A is 3 comprehensive major medial plan. 
Rcrirecs on or aficr January 1, 1993 will contribute 10% of the cost of coverage. FOP 
empioyCes hired on or after January 1, 1993, the contribution will incrmse to 50% of 
fhe cost of coverage. 

Rctired employes and dependents age 65 or over. 

These pareicipants are covered under the Medical Assisance Plan (MAP). This is a 
Medicarc supplement plan, and retirees contribute 50% of the cost for u c h  covered 
individual. MAP benefits are subject to a $50,000 lifetime maximum per individual. 

Medicarc Part B prcmiums are paid by Columbia Chs for retirees (but not dependents 
or  spouses). These prcmiums arc paid wherher or nor retirees participate in MAP. 

Survivor coverages are as follows: 

Survivors of deceased retirees or of actives who die while eligible to retire receive 
company-paid coverage for one year and then pay 50% of the cost of the coverage 
thereafter (regardless of age). The cost for survivors under age 65 is based on a 
blended active/retirte cost. Survivors of actives ineligible to retire receive company- 
paid coverage for one year and then pay 100% of the blended active/retiree cost. 
There are benefit curbacks in cases of marriage or remarriage. 
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Life Insurance Plan 

1. EIifibility for Participation: Retirees under the retirement pian of The Columbia G a s  
System, Inc. who were covered for 10 or more years under the group life insurance 
program for active employees. 

2. Retiree Life Insurance Benefits: 

(a) Elipibilitv: All retirees covered under the pian, at date of death. 

(b) Life Insurance h o u g :  For employees hired before January 1, 1993, amount 
from the Schedule of Benefits (approximately 80% of basic annu l  salary at rime 
of retirement) is payabie in a lump sum. For employees hired on or after 
January 1,1993, benefits will be 50% of final base pay to a maximum of 
$50,000. 

(c) fvIedica1 Benefits: Life insurance amounts may be reduced a t  the retiree’s election 
to pay certain catastrophic medical expenses not reimbursed by Medicare or 
company medical coverage. 

SCHEDULE OF BENEFITS 
fEmDlovees hired before Januarv 1. 19931 

Basic Annual Salaw* 

$ 12,000 but less than $ 13,750 
13,750 but less than 16,250 
16,250 but less than 18,750 
18,750 but iess than 21,250 
21,250 but less than 23,750 
23,750 but less than 26,250 
26,250 but less than 28,750 
28,750 but less than 31,250 
31,250 but less than 33,750 
33,750 but less than 36,250 
36,250 but less than 38,750 
38,750 but less than 41,250 
41,250 but less than 43,950 
43,750 but less than 46,250 
46,250 but less than 48,750 
48,750 but less than 51,250 
51,250 but less than 53,750 
53,750 but less than 56,250 
56,250 but iess than 58,750 
58,750 but iess than 61,250 
61,250 but iess than 63,750 
63,750 but less than 66,250 
66,250 but less than 68,750 
68,750 but less than 71,250 
71,250 but less than 73,750 
73,750 but less than 76,250 

Amount 

$ 10,000 
9 2,000 
14,000 
16,000 
18,000 
20,000 
221000 
24,000 
26,000 
28,000 
30,000 
32,000 
34,000 
36,000 
38,000 
40,000 
42,000 
44,000 
46,000 
48,000 
50,000 
52,000 
54,000 
56,000 
58,000 
60,000 
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Life insurance Plan (continued) 

Basic Annual Salary* 

$ 76,250 but less than $78,750 
78,750 but less than 81,250 
81,250 but iess than 83,750 " 

83,750 but less than 86,250 
86,250 but less than 88,750 
88,750 but less than 91,258 
91,250 but less than 93,750 
93,750 but less than 96,250 
96,250 but iess than 98,750 
98,750 or over 

Amount 

$ 62,000 
64,000 
66,000 
68,000 
70,000 
72,000 
74,000 
96,000 
78,000 
80,000 

* Basic Annual Salary is the amount shown on the Employer's records on the last 
day of the calendar month preceding the last day of active employment. Far 
employees receiving sales commissions, Basic Annual Salary is the average 
amount for the 12 consecutive calendar months immediately preceding the last 
day of active employment. 
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Assets 

January 1, 1994 

Medical Plan -- Market values reported by Columbia 

c Bargaining VEBA 

Nonbargaining VEBA 

c 401(h) account 

Total 

Life Insurance Plan 

t Market value reported by Columbia 

$ 10,682,000 

11,316,000 

6,246,000 

28,244,000 

$ 51,774,000 

I 
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Actuarial Certification 

This valuation has been conducred in accordance with generally accepred actuariai principles 
and practices. 

T h e  actuarial assumptions employed in the development of FAS 106 expense have been 
selected by the pian sponsor, with the concurrence of Towers Pemn. Sratement No. 106 
of the Financial Accounting Standards B a r d  requires that each significant assumption used 
shall reflect the best estimate solely with respect to that individual assumption. 

The acnwrial assumptions and methods employed in she development of the contribucion 
Iimirs have been selected by Towers Perrin with rhe concurrence of the pian sponsor. 
These are intended to be in compliance with the requirements of the Internal Revenue 
Code and applicable regulations. 

Genrd C. Mingiane, FSA 

Elliott I. Cobin,ASA 

Steven Brown, ASA 

_- 

Towers Pemn 

M3y 1994 

I 
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Allocations to Subsidiaries 
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Allocation of 1994 FAS 106 Expense by Company 0- Medical 
(dollars in thousands) 

Service Interest Expected FAS 106 
Company cost cost Return Expense 

10 
12 
13 
14 
75 

16 
77 
18 
19 
25 
32 
34 
35 
36 
37 
38 
39 
43 
51 
53 

$ 0  
815 
242 

1,007 
29 
54 
70 
33 
0 
0 

45 1 

4,271 
107 

0 

845 
520 

0 

40 8 
4,290 

499 

$ Q  
850 
124 
938 

8 
95 
4 

82 
14 
51 

547 
6,204 

178 
0 

1,847 
610 

332 
338 

6.262 
328 

$ 0 
0 
0 

1328) 
0 
0 
0 
0 
0 
0 
0 
0 

(2Ql 
Q 
0 

(73) 
0 
0 

(2,187) 
0 

$ 0 

1,665 
366” 

7,617 

37 
149 

14 

115 
44 

51 
998 

10,475 
265 

0 
2,692 
1,057 

332 
746 

8,365 
827 

$ 13,581 f 18,872 $ (2,608) $i 29,785 

Method of Allocation: 
-- 
-- 

Service cost with interest specific to each company. 
Expected return allocated based on: 
(1) 1/1/94 balances 
(2) 
Other interest cost items allocated in proportion to APBO. 

expected 1994 advance funding contributions for each subsidiary. -- 



C 

Allocation of ‘I994 FAS 106 Expense by Company 9- Life 
(dollars in thousands) 

FAS 106 
Company Expense 

10 

12 
13 
14 
15 
16 

17 
18 
19 

25 
32 
34 
35 
36 

37 
38 
39 
43 

51 
53 

$ 2  
181 
76 

172 
4 

11 
7 

13 

1 
6 

81 
909 

23 
8 

275 
102 
34 

65 
1,027 

90 

$ 3,081 

Method of Allocation: -- 
-- Service cost with interest specific to each company. 

All other expense items allocated in proportion to APBO. 



I 

I 

I 

A- 3 
c 

Allocation of 1994 FAS 106 Expense by Company -- Total 
(dollars in thousands) 

Company 

10 
12 
13 
14 
15 
16 
17 
i a  
19 
25 
32 
34 
35 
36 
37 
38 
39 
43 
57 

53 

FAS 106 
Expense 

$ 2 
1,846 
442 

1.789 
41 
160 
15 

9 28 
15 

57 
1,079 

I 1,384 
288 
8 

2,967 
1,159 
366 
81 1 

9,392 
917 

$ 32,866 



COLUMBIA GAS OF KENTUCKY. INC. 
Estimated Medical Cash for Retirees 

- Plan 

CMEP A 

CMEP B 

CMEP C 

HMOs 

MAP 

Medicare B 

Total 

No. of 
Retirees 

56 

0 

2 

16 

64 

93 

231 4 

J' 1994 1995 
Rates 

4,674.1 2 

4,881.96 

4,570.32 

4,356.07 

680.40 

493.20 

Medical Rates 

261,750.72 5,375.28 

0.00 5 6 1  4 20 

9,140.64 5,254.68 

69,693.1 2 5,042.61 

43,545.60 782.52 

430,001.68 

901,015.68 

0.00 

10,509.36 

88,681 .?6 

5Q,081.28 

51,449.60 

493,735.68 

COLUMBIA GAS OF OHIO, INC. 
Estimated Medical Cash for Retirees 

No. of 1994 1995 
- Plan Retirees - Rates Medical - Rates Medical 

CMEP A 375 4,674.12 ' 1,752,795.00 5,375.28 2,015,730.00 

CMEP B 3 4,881.96 14,645.80 5,614.20 16,842.60 

CMEP C 15 4,570.32 ' 68,554.80 5,254.68 78,820.20 

HMOs 326 4,347.60 1,417,317.60 5,042.61 1,643,890.86 - 
MAP 737 680.40 501,454.80 782.52 576,717.24 

Medicare B 963 493.20 474,951.60 553.20 532,731.60 

Total 2419 * 4,864,732.50 
J 

4,229,719.68 



insurance Plan 
Information from 

Financial Statements 
Page 2A 

P 

Columbia Gas of Kentucky 

- 12/93 - 12/92 - 12/91 - 12/90 - 12189 TOTAL 

Total Insurance Plan Expense : 

Line 39 2,144,239 2,040,554 1,569,704 1,536,684 1,280,231 8,571,412 
Line 45 516,861 451,521 368,824 341,331 295,329 1,973,866 
TOTAL 1 2,661,100 2,492,075 1,938,528 1,878,015 1,575,560 10,545,278 

Transferred to Construction and Retirement Projects : 

Line 49 (403’1 62) (342,953) (256,498) (259,997) (237,932) (1,500,542) 1 Line 50 (13,668) (1 0,733) (1 8 ,O 1 2) (1 5,738) (6,598) (64,749) 
TOTAL 2 (41 6,830) (353,686) (27431 0) (275,735) (244,530) (1,565,291) 

TOTAL 2/ 
I TOTAL1 15.66% 14.19% 74.16% 14.68% 15.52% 14.84% (1) 

The above percentages represent the amount of insurance plan expenses transferred to construction and 
retirement projects for each year indicated, divided by the total expenses recorded for insurance plans for 
each year net of intercompany billings. 

The expenses transferred represents 6KY employees’ labor as welt as a minor amount for 
intercompany billings, mostly COH. 

(1) Five year weighted average percent 
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Public Service Commission Data Request Set 1 
Question No. 49 

Columbia Gas of Kentucky Respondent: June Konold 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
ORDER DATED JAUARY 25,2007 

PSC CASE NO. 2007-00008 

Question No. 49 

Provide complete details of Columbia’s financial reporting and rate-making 
treatment of SFAS No. 112, including: 

a. The date that Columbia adopted SFAS No. 112. 
b. All accounting entries made at the date of adoption. 
c. All actuarial studies and other documents used to determine the 

level of SFAS No. 112 cost recorded by Columbia. 

Response of Columbia Gas of Kentucky: 

Columbia of Kentucky adopted SFAS No. 11 2 in January 1994. The entry to recognize 
the liability was made as follows: 

Debit Regulatory Asset (acct 182) ’ $697,000 
Credit SFAS No. 112 ST liability $50,000 
Credit SFAS No. 112 LT liability $647,000 

Additionally, at a later date, the portion of the Columbia of Ohio SFAS No. 112 liability 
related to the General Office housekeeping function was allocated to Columbia of 
Kentucky as follows: 

Debit Regulatory Asset (acct 182) $57,646 
Credit Payable to Columbia of Ohio $57,646 

The remaining attached documents provide the support for the above entries. 

The rate treatment for SFAS No. 1 12 costs per the 1994 stipulation included $34,353 per 
year amortization for 19 years. The current filing includes the amortization at the same 
rate. 



(pY 
Jeffrey W. Gtossman 
Assistant Controller 

_ . _ _  - 

R ECEIVEB 
MAR 7 6 1??4 

W.J. UVELLE 

March 15, 1994 
NO. 7-94 

To: ACLTREASURERS 

Subject: Accounting for tbe Adoption of SFAS No. 112 (Revista) 

Gentlemen: 

As a r e d t  of a change to the retirement age assumption for Long-Term 
Disability (LTD) Participants; revised figures are being provided for fbc adoption of 
SFAS No. ll2 Please note the revisions may aot be proportional m the original figures 
provided due to tbe age &mition of the LID participants from your company. 

All Trtasurtn Letter NO. 2-94 provided the original figures and the 
relevant accounting treatment. Amrdingfy, tbe effect of the revisions dixucjsed above 
should be accounted for h tht same manner. The attached schedules detail, lincay-iine, 

business, 
the adjustments and resulting balances that should be refleci.od-in F e b e - W s  " -  

- .  

Attachments 

pcol4j*J* 

Columbia Gas system Service CorporatiOn, 20 Montchanin Rd., P.O. Box 4020 
W n g t o n , D E  19807-0020 

, , 

I 

I 



- . . . -.. . .  .- . - . . - - - . . . - . __  . . . . - - __ . _. .. r- -- 

Columbia Gas System, Inc. and Subsidiaries 
Adoption of SFAS No.. 1 12 - Accounting for Postemployment Benefits (Revised) 

Company 
Number 

11 
12 
13 
14 
15 
16 
17 
18 
19 
32 
34 

_ -  3s 
37 
38 
43 
51 
53 

._ -A' 

Deferred 

182-3ooo 

Change In 
Accounting 

Principle 

Charge 

OT 

Previously Revisad 
Company Providedln Revision blanc8 
Symbd ATLetter2-94 Adjustmsrt Asof2/28/94 

CG 
cs 

CGD 
CGT 
IGC 
CPC 
Tvc 
CLG 
CGC 
CKY 
COH 
CMD 
CPA 
COS 
Cp1 
TCO 
CNR 

Total 8,?70,boo 5,674,000 14 ,444,O 

15-Mar-% , 
10:aAM . ' 

I 
I 

I 
I 

i 
i 

i 

i 

I 



. ' Columbia Gas System, Inc. and Subsidiaries 
Adoption of SFAS No. 1 12 - Accounting lw Postemployment Benefrts (Rsvised) 

11 
12 
13 
14 
15 
16 
17 
18 
19 
32 
34 
35 

l-, 37 

C O W W  
Symbol 

CG 
cs 

CGD 
COT 
IGC 
CPC 
Nc 
CLG 
CGC 
CKY 
COH 
CMD 
CPA 

38 COS 
. CPI 43 

51 fco 
53 CNR 

1 
./' 

Total 

Postemployment 
Benefit 
Current 

Prevlousfy Revised 
Provided In Revfsion Balance 

AT Letter 2-94 Adjustmert As of 2/28/94 

242-0080 
As 

765,ooo 374,000 1,139,Ooo 

- .. 

15-Mar-% 
m:12 AM 

I 



. . ._ -. . . r 
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. Columbia Gas System, Inc. and Subsidiaries 
Adoption of SFAS No. 1 12 - Accounting for Postemployment Benefits (Revised) 

Postemployment 
Benefit 

N o n  -current 
253-Oo80 

Previously Revised 
As 

Company Company Provided In Revision Balance 
Number sYE!?Q! 

11 
12 
13 
14 
15 
16 
17 
18 
19 
32 
34 
35 
37 
38 
43 
51 
53 

ffi 
cs 
CGD 
CGT 
tGc 
CFC 
Tvc 
CtG 
CGC 
c#y 
COH 
CMI) 
CPA 
COS 
CPI 
TCO 
CNR 

Tda! 

Asof2/28/91 

49,000 
786,000 
271 ,Ooo 

1,441 ,ooo 
0 

=,m 
0 

0 
647,090 

3.1 08,090 
0 

15-Mar-94 
09.46 AM 

I 

sfasl12wk3 



1 0-Jan - 94 

Columbia Gas of Kentucky 

Annual- 400.44 461.64 
hcr9aSe 10.009c 
cakxllatian assumes DAP Eo age 65 

Discowrt Rate 7.00% 

I Reassignment 
YearS 0fYearsof Tatal RL1milg Future Costs 

L T D 4 e  EriW XofLTD’s EligibT@ Eligible Tctal Years p)iscounted) 

69 
68 
67 
66 
65 
w 
63 
62 
61 
60 
59 
58 
sf 
56 
5s 
54 
53 
52 
51 
50 
49 
48 
47 
46 
45 
44 
43 
42 
41 
40 
33 
38 
37 
36 
35 
34 
33 
32 
31 
30 
29 
28 
27 

-\ 

I 1 

, \  
\ i /  

. i 

0 
0 
0 
0 
0 
1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
P 
21 
22 
P 
24 
25 
a6 
27 

-28 
29 
30 
f 
32 
33 
34 
35 
36 
37 
38 

0 
0 
0 
0 
0 
0 
1 
0 
2 
0 
0 
0 
1 
1 
0 
0 
1 
0 
1 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
1 
0 
0 
0 
0 
0 
0 
0 
1 
0 
0 
1 
0 
0 

0 
0 
0 
0 
0 
0 
1 
0 
2 
0 
0 
0 
1 
1 
0 
0 
1 
0 
1 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
1 
0 
0 
0 
0 
0 
0 
0 
1 
0 
0 
1 
0 
0 

Sum of DAP costs (Discounted) 

10 
10 
10 
10 
10 
10 1994 
10 1995 
9 1996 
9 1997 
7 1998 
7 7399 
7 2 9 0 0  
7 m  
6 2 0 0 2  
5 2 0 0 3  
s m  
5 m  
4 2 0 0 6  
4 2 0 0 7  
3 m  
3 p o 9  
3 m10 
3 2011 
3 m 2  
3 2013 
3 2014 
3 2015 
3 2016 
3 2317 
3 2018 
2 a19 
2 2 o p  
2 2 0 2 1  
2 2 0 2 2  
2 2 0 2 3  
2 a 2 4  
2 2 x 5  
2 2 0 2 6  
1 2 0 2 7  
1 2 0 2 B  
1 2 1 1 2 9  
0 2 0 3 0  
0 2031 

4,616 
4.746 
4.391 
4,514 
3,m 
331 1 
3,815 
3,922 
3,456 
2% 
3.043 
3,129 
2513 
2645 
2040 
m37 
2156 
2 n 6  
2n5 
z342 e- 
2475 
2,545 
2.616 
2.m 
1 B 3  
1,895 
1w 
2W 
wjg 
2.1 16 
2176 
2p7 
1,150 
1,182 
1215 

0 
0 

96.814 

I 



Columbia Gas of Kentucky 
_-... C a b l a m  of Postempbymmt Benefi 
) ObIigaW for LTD PaW$wltS 

knu$ 4,93200 4,881.96 
calarlatkn assumes CMEP 1~ age 62 
Disoamt Rare 7.00% 

... 

Run 

69 
68 
67 
66 
65 
64 
63 
62 
61 
60 
59 
58 
57 
56 
55 
!% 
53 
52 
51 
50 
49 
48 
47 
46 
4s 
44 
43 
42 
41 
40 
39 
38 
3? 
3ti 
35 
34 
33 
32 
31 
30 
29 
2a 
27 

0 
0 
0 
0 
0 
0 
0 
1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
2s 
2s 
27 
28 
29 
30 
31 
32 
33 
34 
3!3 
36 

0 
0 
0 
0 
0 
0 
1 
0 
2 
0 
0 
0 
1 
1 
0 
0 
1 
0 
1 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
1 
0 
0 
0 
0 
0 
0 
0 
1 
0 
0 
1 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
2 
0 
0 
0 
1 
1 
0 
0 
1 
0 
1 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
1 
0 
0 
0 
0 
0 
0 
0 
1 
0 
0 
1 
0 
0 

9 
9 
7 
7 
7 
7 
6 
5 
5 
5 
4 
4 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
2 
2 
2 
2 
2 
2 
2 
2 
1 
1 
1 
0 
0 

1994 
1995 
1996 
1997 
1998 
1999 
Po0 
2oQ1 
aoQ2 
2m 
2oQa 

Po6 
m 
2008 
2009 
201 0 
201 1 
201 2 
2013 
2014 
2915 
2916 
2017 
2018 
2919 
2029 
arrn 
2Qz2 
2023 
aM4 
2025 
2m5 
2027 
a20 

43,938 
35,451 
36,445 
37,126 
37,647 
32m n m  
27m 
27,141 
2l,510 ,= 
15,683 
15,464 
15,24? 
15,033 
14,822 
14,615 
14,410 

14,009 
13,812 
13,618 
8,952 
8,W 
8,702 
8,580 
8,460 
8,342 
8225 
8,109 
3,998 
3.942 
3.887 

0 
0 

14- 

588,519 

I 



IO-m-94 

Columbia Gas of Kentucky 
Calarlatiocl of Ptzslernploymenl Beneft -3 Obligaticm for L7D Parlicipants 

. _  - 
mual' 4.04 - hcresse - 
kawnes GUP caverage, k, age 55 
Ar#rumsrr 60?CdGUP from 55 W 65 

Mscount Rate 7.oOsi 

Reassignment 

LTDAge ufehs Total Eriibilii Tdal Age55 55865 
GUP of Years of Retiree Ufe Yean lo Years BIW 

€3 
68 
67 
66 
6!5 
64 
a 
62 
61 
60 
59 
58 
n 
56 
5s 
51 
53 
52 
51 
50 
49 
48 
47 
46 
4s 
44 
43 
42 
41 
40 
39 
38 
31 
36 
3s 
34 
33 
32 
31 
30 
29 
28 
P 

0 
0 
0 
0 
0 
0 

1 6poO 
0 

61p>o 
0 
0 
0 

ssplo 3om 
0 
0 

S p o O  
0 

*.oOo 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

45m 
0 
0 
0 
0 
0 
0 
0 

50,oOo 
0 
0 

40,m 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 

, 13 
14 
15 
16 
17 
18 
79 
aD 
21 
22 
23 
24 
25 
26 
27 
28 

0 
0 
0 
0 
0 
1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
10 
10 
10 
10 
10 
10 
10 
10 
10 
10 
10 
10 
10 
10 
10 
10 
10 
10 
10 
10 
10 
I O  
10 
10 
10 
10 
10 
10 

1,323 
1237 
1,122 
982 
805 
701 
655 
612 
494 
422 
395 
369 
291 
272 
a2 
198 
7 6 0  
150 
140 
131 
122 
114 
107 
100 
77 
52 
49 
35 
33 
31 
29 
27 
25 
10 
10 
9 
0 
0 

11,500 
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Public Service Commission Data Request Set 1 
Question No. 50 

Columbia Gas of Kentucky Respondent: Kelly Humrichouse 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
ORDER DATED JAUARY 25,2007 

PSC CASE NO. 2007-00008 

Question No. 50 

Provide complete details of Columbia’s financial reporting and rate-making 
treatment of SFAS No. 143, including: 

a. The date that Columbia adopted SFAS No. 143. 
b. All accounting entries made at the date of adoption. 
c. All studies and other documents used to determine the 

d. A schedule comparing the depreciation rates utilized by Columbia prior 
level of SFAS No. 143 cost recorded by Columbia. 

to and after the adoption of SFAS 143. The schedule should identify the assets 
corresponding to the affected depreciation rates. 

Response of Columbia Gas of Kentucky: 

a) NiSource (parent company of Columbia) adopted the provisions of SFAS No. 143 
on January 1, 2003. NiSource’s adoption included Columbia. The adoption was 
for GAAP (Generally Accepted Accounting Principles) books only. 

b) No accounting entries were recorded on Columbia’s regulatory books. 
c) NA 
d) There was no change to the depreciation rates utilized by Columbia. 



Public Service Commission Data Request Set 1 
Question No. 51 

Columbia Gas of Kentucky Respondent: Kelly L. Humrichouse 

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

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
ORDER DATED JANUARY 25,2007 

Question No. 51 

Provide the following information concerning the costs for the preparation 
of this case: 

categories: 
a. A detailed schedule of expenses incurred to date for the following 

(I) Accounting; 
(2) Engineering; 
(3) Legal; 
(4) Consultants; 
(5) Other Expenses (Identify separately). 

For each category, the schedule shall include the date of each transaction, check 
number or other document reference, the vendor, the hours worked the rates per 
hour, amount, a description of the services performed, and the account number 
in which the expenditure was recorded. Provide copies of any invoices, contracts, 
or other documentation which support charges incurred in the preparation of this 
rate case. 

Indicate any costs incurred for this case that occurred during the test year. 

b. An itemized estimate of the total cost to be incurred for this case. 
Expenses shall be broken down into the same categories as identified in (a) 
above, with an estimate of the hours to be worked and the rates per hour. Include 
a detailed explanation of how the estimate was determined, along with all 
supporting workpapers and calculations. 

c. During the course of this proceeding, provide monthly updates of 
the actual costs incurred, in the manner requested in (a) above. Updates will be 
due the last business day of each month, through the month of the public 
hearing . 



Public Service Commission Data Request Set 1 
Question No. 51 (Cont’d) 

Columbia Gas of Kentucky Respondent: Kelly L. Humrichouse 

Response of Columbia Gas of Kentucky: 

a. Refer to PSCQO51 Attachment a for a detailed schedule of expenses incurred to date 
for the following categories: Accounting, Engineering, Legal, Consultants and Other 
Expenses. Also provided are copies of invoices and other documentation to support 
charges referenced on PSCOO51 Attachment a. 

b. Refer to PSCQ051 Attachment b for an itemized estimate af the total costs to be 
incurred in this rate case. Expenses have been identified by the following 
categories: Accounting, Engineering, Legal, Consultant, or Other Expenses. 

This estimate of costs to be incurred in this rate case was determined by the 
following factors: 

I )  an estimate of consultant fees, 
2) actual year-to-date dollars charged to the rate case account relating to labor 

and overhead for Corporate Services’ legal and accounting staff support, 
3) an estimate of future labor and overhead expense from Corporate Service 

legal and accounting staff, with consideration of an anticipated procedural 
schedule in this case, 

4) an estimate of cost of publishing the newspaper notices, and 
5) an estimate of miscellaneous expense for supplies, duplicating and travel 

expense for witnesses. 

c. Monthly updates of actual costs incurred will be provided during the course of this 
proceeding. 

Page 2 of 2 
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PSCOO51 ATTACHMENT i 

Page I of ; r .- 
Columbia Gas of Kentucky, Inc. 

Year 2006 
0.00 

Line 
No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 

Year 2007 
0.00 

Case No. 2007-00008 

Ratt 

lescription 
4ccounti ng 
Engineering 
-egal 
2onsultants 
3ther Expenses : 
Employee Travel 
Duplicating 
Postage Fees 

Total 

Case Expenses I 
0.00 
0.00 

9,875.00 

0.00 
0.00 
0.00 

0.00 
0.00 
0.00 

0.00 
0.00 
0.00 

I - 
9,875.00 I 0.00 
v 

Total 
0.00 
0.00 
0.00 

9.875.00 

0.00 
0.00 
0.00 

9,875.00 



I-- PSCOO51 ATTACHMENT a 
Page 2 of 2 

-- 
Columbia Gas-of Kentucky, Inc. 

Case No. 2007-00008 

Rate Case Expenses for 
Corporate Services' Labor/Benefits/Overhead 
For the Period of December 2006 - April 2007 

AMOUNT TOTAL HOURS .- 
($1 

Decem ber-06 
January-07 
Fe bruary-07 
March-07 
April-07 

Total 

9,875.00 
0.00 
0.00 
0.00 

98.50 
0.0C 
0.OC 
0.0C 
0.oc 

9,875.00 98.5C 
- 0.00 -- 



PSCOO51 ATTACHMENT a 

INVOICES AND OTHER SUPPORTING DOCUMENTATION 
FOR ACCOUNT 182 



I 

I 



INVOICE 
Project: 047531 

NiSource - Columbia Gas of Kentucky 
Attnr Mr. Kevin Sollie, Depreciation Manager 
P.O. Box 117 
Columbus, OH 4321 5-01 17 

GANNET7 FLEMfNG, INC.. 
VALUATION AND RATE DIVISION 

Date: - November 7,2006 

P.0.BOX 67100 
HARRISBURG. PA 17106-7100 

(717) 763-721 1 Acct. No: 5003165655 

Send ACHIEFT payments to: 
ABA: 03131 2738 

Ac@ Name: Gsnnett Flernlng Companies 

doice: 047531'74 

I 

Send check papent% to: 
Gannetl Flernlng Companies 
P.O. Box 828180 
Philadelphta, PA 19182-9160 

Federal E.I.N. 25-162 3591 

Invoice Period: September 30,2006 through October 27,2006 

Depreciation Study 

Summary of Current Charges 

Pert A - DEPRECIATION STUDY 

Total Charges 

Total Due This Invoice ...,............,_.. 

$ 3.430.00 

s 3,430.00 

$3,430.00 

I 

. J  

Project Manager: John J. Spanos 



k iAhETT FLEMING, INC. 
VALUATION AND RATE DlVlSlON Invoice No: 047531'74 

Project 047531 NiSource - Columbia Gas of Kentucky 

Invoice Date: November 7,2006 I 

Part A - DEPRECIATION STUDY 

Labor Costs 
Labor Classification 

Analysts And Engineers 
Assoclate Analyst 
John J. Spanos 
Support Staff 

Hours 

19.50 
10.00 
1 .OD 
5.00 

- .  Rate Amount 

5 110.00 $ 2.145.00 
80.00 800.00 
160.00 160.00 
65.00 325.00 

Total Labor Costs S 3,430.00 

Current Charges for Part A $ 3,430.00 

i 

Page 2 of 2 





fNVOICE !\ yz  ’* ._ 

’Projsct: 047531 Date: December 7,2006 

NiSource - Columbia Gas of Kentucky 
Attn: MF. Kevin Sollie, Depreciation Manager 
P.O. Box 117 
Columbus, OH 4321 5-01 3 7 

GANNETT FLEMING, INC. 
VALUATION AND RATE DIVISION 

P.0.BOX 67100 
HARRISBURG, PA 17106-7100 

(717) 763-7211 Acct. No: 5003165655 

Send ACWEFT payments to: 
ABA: 031312738 

Acct. Name: Gannett Fleming Companies * 
Send check payments to: 
GanneH Fleming Companies 
P.O. Box 829160 
Phlladelphia. PA t9782-916D w invoice: 047531 “48 Federal E.I.N. 25-1613591 

Invoice Period: October 28,2006 through November 24,2006 

Depreciaiion Study 

Summarv of Current Charaes 

Part A - DEPRECIATION STUDY 5 6,445.00 

Total Charges $ 6,445.00 
-- i 

3 2 -*d$sa a E+ Total Due This Invoice .................... 

.. 
Project Manager: John J. Spanos 

.. . :.. 



L’ Gr(4WETT FLEMING, INC. 
VALUATION AND RATE DIVISION 

Invoice Date: December 7, 2006 
lnvolce No: 047531 ‘48 

ProJecl: 047531 NiSource - Columbia Gas of Kentucky 7 

Part A .- DEPREClATlON STUDY 

Labor Costs 
Labor Classification 1 

Analysts And Engineers 
Assistant Analysk And Engineers 
Associate Analyst 
John J. Spanos 

Hours Rate Amount 

31.00 $ 110.00 $ 3,410.00 
1 .oo 75.00 75.00 

25.00 80.00 Z,DDO.OO 
6.00 16O.00 960.00 -- 
Total labor Costs S 6,445.00 

-__. 

Current Charges for Part A $ 6,445.00 

Page 2 of 2 



--I__ 

PSC0051 ATTACHMENT t: 
Page 1 of 1 - - 

Columbia Gas of Kentucky, Inc. 

Description 
Accounting 
Engineering 
Legal 
Consultants 
Other Expenses 

Total 

Case No. 2007-00008 

Estimated 
Amount Total 

0.00 0.00 
0.00 0.00 

25,000.00 25,000.00 
198,000.00 198,000.00 

-1- 32,000.00 32,000.00 
0.00 

255,000.00 255,000.00 

I I I 
Estimated Rate Case Expenses .__ 

Line 
No. 
1 
2 
3 
4 
5 
7 
6 



Public Service Commission Data Request Set 1 
Question No. 52 

Columbia Gas of Kentucky Respondent: JOHN J. SPANOS 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
ORDER DATED JANUARY 25,2007 

PSC CASE NO. 2007-00008 

Question No. 52 

Provide a copy of Columbia’s most recent depreciation study. If no such  
study exists, provide a copy of Columbia’s most recent depreciation schedule ,  
including: a list of all pipeline and  related facilities by account  number; service 
life and  accrual rate for each; the  methodology which supports  the  schedule;  and  
the  d a t e  the schedule  w a s  last updated. 

Response of Columbia Gas of Kentucky: 

A depreciation study w a s  conducted by the  Valuation and  Rate  Division of 
Gannet t  Fleming, Inc. as  of December 31, 2005. T h e  study w a s  submitted as 
part of the  application filed o n  February 01, 2007, under Tab 32. 



Public Service Commission Data Request Set 1 
Question No. 53 

Columbia Gas of Kentucky Respondent: Herbert A. Miller 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
ORDER DATED JANUARY 25,2007 

PSC CASE NO. 2007-00008 

Question No. 53 

Describe the status of any autstanding recommendations relating to gas 
operations contained in Columbia’s last management audit. Identify any savings 
or costs related to management audit recommendations, the impact of which are 
not already reflected in the test year of this case. 

Response of Columbia Gas of Kentucky: 

Columbia has no outstanding recommendations from its last management audit. 
Columbia’s actions to implement the recommendations contained in the November 2002 
Final Report were placed in the completed status as of August 3, 2006. The impact of 
all recommendations is reflected in the test year in this case. 



Public Service Commission Data Request Set 1 
Question No. 54 

Columbia Gas of Kentucky Respondent: Herbert A. Miller 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

INFORMATION REQUESTED BY THE PUBLIC SERVICE COMMISSION 
ORDER DATED JANUARY 25,2007 

PSC CASE NO. 2007-00008 

Question No. 54 

Does Columbia have any gas demand side management (“DSM”) programs? If 
yes, provide the following information: 

a. Describe the status of the gas DSM programs during and as 
test-year end. 

b. Identify the revenues and expense associated with 
Columbia’s gas DSM programs during the test year. Include 
the account number used to record revenue and expense 
transactions for the gas DSM programs. 

Response of Columbia Gas of Kentucky: 

Columbia does not have any DSM programs. 
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