August 2, 2013

Mr. Jeff Derouen

Executive Director

Kentucky Public Service Commission
211 Sower Boulevard

P.O.Box 615

Frankfort, KY 40602

Re:  Columbia Gas of Kentucky, Inc.
PSC Case No. 2013-00167

Dear Mr. Derouen,
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Enclosed for docketing with the Commission are an original and eight (8) copies of
Columbia Gas of Kentucky, Inc.’s responses to Commission Staff’s Second Request for
Information. Should you have any questions about this filing, please contact me at 614-

460-5558. Thank you.

Very truly yours,

Poophos™ == -
Brooke E. Leslie V
Senior Counsel
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COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the matter of adjustment of rates of Co- )
lumbia Gas of Kentucky, Inc. ) Case No. 2013-00167

CERTIFICATION OF RESPONSES TO INFORMATION REQUESTS

This is to certify that I have supervised the preparation of Columbia Gas of Ken-
tucky, Inc.’s August 2, 2013 responses to the Commission Staff’s Second Set of Infor-
mation Requests and that the responses are true and accurate to the best of my

knowledge, information and belief formed after reasonable inquiry.

Date: AU‘E’X) Z ZOI5 %/%/@ m\

Brooke E. Leslie
Senior Counsel
Columbia Gas of Kentucky, Inc.
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KY PSC Case No. 2013-00167
Response to Staff’s Data Request Set Two No. 001
Respondent: Eric T. Belle
COLUMBIA GAS OF KENTUCKY, INC.

RESPONSE TO STAFF'S SECOND REQUEST FOR INFORMATION
DATED JULY 19, 2013

1. Refer to Volume 1 of Columbia's application at Tab 22. In Columbia’s capital
construction budget, the amounts budgeted for 2013 and 2014 are $24.6 and $27.1
million, respectively, while the amounts budgeted for 2015 and 2016 are
approximately $19.8 million each year. Explain why the projects in the budget
have been scheduled in such a way that the greater amounts are in the two years

that will be reflected in the forecasted test period.

Response: Columbia’s capital program includes projects that are based on
external requests. Capital expenditures on growth related projects are based on
when customers express an interest in receiving natural gas and becoming
customers. Capital expenditures on public improvement projects involve the
relocation of facilities at the request of the local or state authorities due roadway
reconstruction activity. Capital expenditures in these budget classes are not
subject to Columbia’s overall ability to schedule over multiple years and are

contributing factors of the capital forecasts that Columbia submitted.




Columbia received an incremental $2 million this year from capital

funding that was made available to the NiSource Gas Distribution business unit
to continue towards effectively executing on its infrastructure program. In 2014,
Columbia will spend $7 million to efficiently install AMR devices which will be

completed within the calendar year.




KY PSC Case No. 2013-00167
Response to Staff’s Data Request Set Two No. 002
Respondent: William J. Gresham
COLUMBIA GAS OF KENTUCKY, INC.
RESPONSETO STAFF'S SECOND REQUEST FOR INFORMATION
DATED JULY 19, 2013
2. Refer to Volume 1 of Columbia's application at Tab 43. Explain why the
forecasted industrial class transportation volumes in 2014 are more than 6

million cubic feet (roughly 4.0 percent) less than in each of the years 2013, 2015,

and 2016.

Response:

The main driver of this volumetric difference is planned work by a single large

industrial customer on its process equipment, causing related downtime in 2014.




KY PSC Case No. 2013-00167

Response to Staff’s Data Request Set Two No. 003

Respondents: Susanne M. Taylor and S. Mark Katko
COLUMBIA GAS OF KENTUCKY, INC.

RESPONSE TO STAFF'S SECOND REQUEST FOR INFORMATION
DATED JULY 19, 2013

3. Refer to Volume 7 of the application at Tab 58, pages 5-6. The charts on these
pages show the amounts charged to Columbia by NiSource Corporate Services
Company ("NiSource Services") for the calendar years 2009 through 2012 and the
amounts included in the proposed base and forecasted periods.

a.The annual amount charged Columbia during the historical period went
from $11,142,715 in 2009, to $13,449,161 in 2012, an increase of $2.3 million,
nearly 20.7 percent, or 6.9 percent annually. Explain in detail why the annual
amount charged Columbia by NiSource Services increased by this magnitude
over this period.

b.  The annual amount charged is projected to increase by $1,707,724
from $13,449,161 to $15,056,885 from calendar year 2012 to the forecasted test
period ending December 31, 2014, or 6.35 percent annually. Explain in detail why

an increase of this magnitude is projected.

Response:




a.

The types of functions performed by NCSC have not changed since 2009.

However, since 2009, the work performed within certain functions has changed,

often to address increased compliance activities or work requirements. The

primary examples are as follows:

Finance & Accounting — Staffing requirements within the Finance and
Accounting group have increased primarily due to the need to implement
the Finance Transformation project to meet compliance and reporting
requirements. Staff was added to the Financial Planning and Analysis
(“FP&A”) group to improve the development of budgets, financial plans
and budgetary controls in order to analyze operating costs and improve
financial reporting. Finance & Accounting increased by approximately

$138K primarily due to labor related to the aforementioned FP&A staffing,

NiSource Gas Distribution (“NGD”) Operations — The NGD segment
transferred several operations-support functions to NCSC in order to
leverage NCSC'’s intercompany billing system and service agreements,

which has the capability to effectively distribute costs of shared services




that need to be allocated across affiliates. NGD increased primarily due to

the following:

o The increased transfers are in large part due to the additional

capital program

There has been a significant increase in Corporate Services
transfers due to the growing capital programs as additional

FTE’s are headed to support the program.

Between 2009 and 2012 there was some of the NiSource
some shifting of employees from operating companies to
NCSC to gain economies of scale. Of particular note was the
safety functions. Employee Safety and Compliance
responsibilities shifted from Columbia Gas of Kentucky to
NCSC and is a primary driver of the costs increase. CKY has
benefited from this centralized training and safety staff that
increases both field and office safety and standardizes work

practices across NGD.

The same shift from NGD companies to NC5C resulted in a
consolidation of meter testing and repair of approximately

$.2M




»  During the 2009 to 2012 period, NGD converted GIS maps
from paper to digital to increase efficiency by reducing
facility location expense, lowering facility damages, and

increasing accuracy of company records.

= Volume driven departments such as Call Center, Revenue
Recovery (Collections), and Billing have increased due to an
effort to improve the customer experience across the
Columbia footprint; therefore, additional headcount has
been added to improve customer interaction and better

respond to their needs.

Administrative Services — Staffing levels for IT Services have increased as
a result of transitioning real-time systems (“RTS”) support in-house. In
addition, staffing levels increased as a result of the creation of the Project
Management Office to assure control and oversight of capital investments.
Administrative Services increased primarily due to increased staffing
levels for IT Services, software and hardware maintenance and

depreciation related expenses.




b.  The primary reasons for the increase of $1,607,724 in the gross

management fee between the periods are as follows: (1) Labor - $712,316
increase due to increased headcount and wage increases; (2) Employee
Expenses - $253,415 increase related primarily to increased headcount; (3)
Outsourcing Costs - $193,354 increase related to the NiSource Gas
Distribution Customer Operations function which includes the Customer Call
Center; (4) Legal Services - $139,737 increase due to anticipated increased
activity over historic levels; (5) Maintenance Fees and Services - $118,835
increase related to software maintenance; and (6) Depreciation - $116,238

increase related to hardware.

Partially offsetting the $1.6 million increase in the gross management fee is an
increase in management fee transfers to the balance sheet of $575,375 between
periods. This increase primarily reflects growth in NCSC functions providing

services that are capital in nature.




KY PSC Case No. 2013-00167
Response to Staff’s Data Request Set Two No. 004
Respondent: Russell A. Feingold

COLUMBIA GAS OF KENTUCKY, INC.
RESPONSE TO STAFF'S SECOND REQUEST FOR INFORMATION
DATED JULY 19, 2013

4. Refer to Volume 7 of the application at Tab 59. Provide an electronic copy of all

schedules under this tab with the formulas intact and unprotected and all rows

and columns accessible.

Response:

This information is CONFIDENTIAL. The following computer files will be made
available to parties who have executed a Non-Disclosure and Use Restriction
Agreement: “COLUMBIA COS Model-2013-Design Day.xls”, “COLUMBIA COS
Model-2013-PeakAvg.xls”, and “COLUMBIA COS Datasheet.xlsx.”




KY PSC Case No. 2013-00167
Response to Staff’s Data Request Set Two No. 005
Respondent: Russell A. Feingold
COLUMBIA GAS OF KENTUCKY, INC.

RESPONSE TO STAFF’S SECOND REQUEST FOR INFORMATION
DATED JULY 19, 2013

5. Refer to Volume 7 of the application at Tab 59, Schedule 2.

a. Refer to pages 1-13 of 144. These pages show allocations to the following rate
categories: GS-Res, GS-Other, IUS, DS-ML/SC, and DS/IS. Provide a listing of
Columbia's individual rate classes that are included in each category.

b. Refer to pages 14-25 of 144. Explain whether Columbia engages in natural gas
production. If the response is no, explain why there are line items allocated to the
Production function.

c. Refer to page 20 of 144 and Schedule 4, page 5 of 16. Accounts 920-926 on page
20 of 144 are functionalized using the allocation factor LABOR. Schedule 4, page 5 of 16,
provides the allocation percentage as 100 percent to Distribution. Explain in detail how
this allocation factor was calculated, including the accounts or line items included in the
calculation.

d. Refer to page 38 of 144. Provide the rationale for allocating Miscellaneous
Intangible Plant, Account 303, on the basis of the QUST allocation factor.

e. Refer to pages 39 and 45 of 144. Explain why Structures and Improvements,

Account 375, is allocated using the DISTPT allocation factor on page

1




39, but depreciation expense on Distribution Land Structures and Improvements
is allocated using the DEMAND allocation factor on page 45.

f. Refer to page 43 of 144 and Schedule 4, page 6 of 16. Operation
Supervision and Engineering is allocated using the DISTLABOR allocation factor
on page 43 of 144. Schedule 4, page 6 of 16 provides the allocation percentages as
19.65 percent to Demand, .2 percent to Commodity and 80.15 percent to
Customer. Explain in detail how the DISTLABOR allocation percentages were
calculated, including the accounts or line items included in the calculation.

g. Refer to page 45 of 144 and Schedule 4, page 6 of 16. Several accounts on
page 45 of 144 are allocated based on the DISTL/P allocation factor. Schedule 4,
page 6 of 16 provides the allocation percentages as 20.01 percent to Demand, .18
percent to Commodity and 79.80 percent to Customer. Explain in detail how the
DISTL/P allocation percentages were calculated, including the accounts or line
items included in the calculation.

h. Refer to page 122 of 144. Provide the rationale for allocating Land-LNG

Plant using the DesignDayxMDS allocation factor.

Response:

a. See Table 1 below.




Table 1

Rate Category Individual Rate Classes
GS-Res GRS, G1R, IN3, IN4, LG2, LG3, LG4,
GTR
GS-Other GSO, GIC, IN3, LG2, GTO
1US IUS
DS-ML/SC DS3, FX2, EX5, FX7, GDS, SAS
DS/IS IS, DS, FX1, SC3

b. Columbia no longer engages in natural gas production. The amount of
$7,678.39 in Account 30410 Land on the accounting records is related to
production facilities once owned in Lexington and retired in 2000. At the time,
the land was not removed from the accounting records because Columbia
retained the rights-of-way for existing assets. This item was investigated in April
2013 and it was determined that the land had been donated to Community
Housing. The amount was retired from the accounting records in May 2013,

c. Labor-related expenses were allocated based on the allocation of each
particular FERC account associated with the labor expenses. Detailed
calculations of the LABOR allocation factor are shown in the cost of service study
computer models provided in Columbia’s response to AG data request numberl-
4. Please see rows 525-572 of the “Functions” tab of the “COLUMBIA COS
Model-2013-Design Day.xls” and “COLUMBIA COS Model-2013-Peak Avg.xls”
files. Labor account line items are also shown in “COLUMBIA COS

Datasheet.xlsx” on the worksheet under the “Labor” tab.

3




d. Over 98% of the plant balance in Account No. 303 consists of computer
software. This computer software is classified as customer-related and allocated
using a customer allocation factor consistent with its cost classification.

e. Depreciation expense associated with Distribution Land Structures and
Improvements should have been allocated using an allocation factor that
reflected the basis upon which all other Distribution Plant (excluding Land and
Land Rights) was allocated to the rate classes.

f. The DISTLABOR allocation factor was calculated based on the labor
portion of Account Nos. 870-920 and follows the cost classification of those
accounts. Detailed calculations of the DISTLABOR allocation factor is shown in
the cost of service study computer models provided in Columbia’s response to
Staff data request number 2-4. Please see rows 525-572 in columns Y-AA under
the “Classify” tab of the files entitled, “COLUMBIA COS Model-2013-Design
Day.xls” and “COLUMBIA COS Model-2013-PeakAvg.xls.”

g. The DISTL/P allocation factor was calculated based on the classification of
labor-related Administrative & General (A&G) Expenses in Account Nos. 920,
921, 922, 923, and 926, and plant-related A&G in Account Nos. 924, 925, and 935.
Detailed calculations of the DISTL/P allocation factor are shown in the cost of
service study computer models provided in Columbia’s response to Staff data

request number 2-4. Please see rows 282 and 290 in columns Y-AA under the




“Classify” tab of the files entitled, “COLUMBIA COS Model-2013-Design
Day.xls” and “COLUMBIA COS Model-2013-PeakAvg.xls.”

h. Columbia’s LNG plant is used to increase the deliverability of gas
volumes on its distribution system during peak day operating conditions.
Therefore, allocation of the cost of land associated with the LNG plant was based

on the maximum estimated volume of gas delivered to non-mainline customers

on Columbia’s design day.




KY PSC Case No. 2013-00167
Response to Staff’s Data Request Set Two No. 006
Respondent: S. Mark Katko

COLUMBIA GAS OF KENTUCKY, INC.

RESPONSE TO STAFF'S SECOND REQUEST FOR INFORMATION
DATED JULY 19, 2013

6. Refer to Volume 8 of the application, Tab C, Schedule C-2.1A, sheet 2 of
2, and Schedule C-2.1B, sheet 2 of 2.

a. The forecasted period expense for Account 904, Uncollectible
Accounts, is $1,116,983, compared with the base period expense of $731,066.
Explain why the amount is more than 50 percent greater in the forecasted period.

b. The forecasted period expense for Account 908, Customer Assistance
Expenses, is $286,703, compared with the base period expense of $998,732.
Explain why the expense amount is so much less in the forecasted period.

c. The forecasted period expense for Account 926, Employee Pensions and
Benefits, is $2,188,889, compared with the base period expense of $3,197,725.

Explain why the expense amount is so much less in the forecasted period.

Response:

a. The increase in Account 904 between the base period and forecasted test

period is due to a projected increase in net charge-offs. Net charge-offs in




calendar year 2012, a portion of which is included in the base period, were
abnormally low. Please note that the forecasted test period amount is further
adjusted on Schedule D-2.4.

. The decrease in Account 908 between the base period and forecasted test
period is due to the fact that tracker expense related to the Energy
Efficiency/Conservation Program rider is not budgeted. The actual portion of
the base period includes expense as recorded. There is no operating income
impact as the financial plan and subsequent actual expenses ensure matching
of tracker revenue and expense.

The decrease in Account 926 between the base period and forecasted test
period is due to two items: (1) pension expense is decreasing by $763,540
primarily as the result of a higher level of pension settlement costs in the base
period as compared to the forecasted test period, and (2) the ASC 712 post-
employment benefits annual liability adjustment which is included in the
actual portion of the base period but which has not been historically included
in Columbia’s forecasts due to the fact that it can vary greatly year to year,
and the end of the ASC 712 transition obligation amortization during the base

period.




KY PSC Case No. 2013-00167
Response to Staff’s Data Request Set Two No. 007
Respondent: Chad E. Notestone

COLUMBIA GAS OF KENTUCKY, INC.

RESPONSETO STAFF'S SECOND REQUEST FOR INFORMATION
DATED JULY 19, 2013

7. Refer to Volume 8 of the application, Tab D, Schedule D-2.1, sheet 1 of 2. At
the bottom of the page, the description of the ($10,379,987) adjustment to Other
Gas Revenue indicates the adjustment is "to reflect the change in Other Gas
Revenue and also to eliminate unbilled revenue recorded during the base
period."

a. Explain the nature of the change to Other Gas Revenue and provide the
amount of the adjustment specifically related to this change.

b. Provide the amount of the adjustment specifically related to the
elimination of unbilled revenue recorded in the base period and explain what

makes up the $368,597 amount included in the forecasted period.

Response:

Other Gas Revenue for the base period includes $4,674,002 of unbilled tariff
revenue, $5,701,218 of off system sales revenue and $373,364 of miscellaneous

revenue. The adjustment of ($10,379,987) removes all of the unbilled tariff




revenue and off system sales revenue along with ($4,767) of miscellaneous
revenue from the forecasted test year. The adjustment of ($4,767) accounts for the

difference in miscellaneous revenue between the base and forecasted periods.

The $368,597 of miscellaneous revenue in the forecasted test period
reflects a normalized six year average of the following revenue categories:
o Choice marketer billing and rate fees
e Customer billing services
e (as lost, other accidental line breaks
e Gas transportation service banking penalties

e Other




KY PSC Case No. 2013-00167
Response to Staff’s Data Request Set Two No. 008
Respondent: S. Mark Katko

COLUMBIA GAS OF KENTUCKY, INC.

RESPONSE TO STAFF'S SECOND REQUEST FOR INFORMATION
DATED JULY 19, 2013

8. Refer to Volume 8 of the application, Tab D, Schedule d-2.2, sheet 2 of 3.
Adjustment 9 indicates that the NiSource Services management fee is expected to
increase by $381,275 from the base period to the forecasted period, an increase of
3.1 percent ($12,352,361 to $12,733,636). Explain why the management fee is
estimated by NiSource Services to increase by this amount.

Response:

The primary reasons for the increase of $381,275 in the net management fee
between periods are as follows: (1) Labor - $316,057 increase due to increased
headcount and wage increases; (2) Employee Expenses - $123,325 increase related
in part to increased headcount; (3) Maintenance Fees and Services - $109,704
increase related to software maintenance; (4) Legal Services - $78,324 increase
due to anticipated increased activity; and (5) Management Fee Transfers -
$175,502 increase in the amount transferred to balance sheet, which results in a
decrease to expense, reflecting growth in NCSC functions providing services that

are capital in nature.




KY PSC Case No. 2013-00167
Response to Staff’s Data Request Set Two No. 009
Respondent: S. Mark Katko

COLUMBIA GAS OF KENTUCKY, INC.
RESPONSE TO STAFF'S SECOND REQUEST FOR INFORMATION
DATED JULY 19, 2013

9. Refer to Volume 8 of the application, Tab F.

a. See Schedule F-1, page 1. For the American Gas Association,
the Kentucky Gas Association, and the Southern Gas Association, provide
separately the percentage of each organization's activities that is related to
lobbying activities.

b. See Schedule F-1, page 1. Provide the purpose of the $7,500
payment to the University of Missouri and describe the benefits ratepayers
receive from this. Provide the amount of any payments to universities plus the
costs of lobbying activities allocated to Columbia by NiSource, Inc. ("NiSource")
or any NiSource affiliate or subsidiary that is included in the base period or
forecasted period cost-of-service.

C. See Schedule F-4, page 1. Describe the benefits ratepayers
receive from the amounts shown here for employee parties, outings, and gifts
included in Columbia's cost-of-service. Provide the amount of any employee
parties, outings and gifts allocated to Columbia by NiSource or any NiSource
affiliate or subsidiary that are included in the base period or forecasted period

cost-of-service.




d. See Schedule F-5, page 1, Account No. 908, Account 909,
Account 910, Account 912, and Account 913. Provide separately for each account,
examples of the type of expenditures recorded in the account and an explanation
of their purpose.

e. Schedule F-6, page 1, Community Support and Other.
Provide examples of the type of expenditures recorded in this account and an
explanation of their purpose.

f. See Schedule F-7, page 1, Consulting Services. Provide a
schedule showing the names and the associated amounts paid, along with an
explanation of the purpose of the expenditures recorded in professional service
expense.

g. See Schedule F-9, page 1, Political Activities. Provide the following

information:

(1)  The account(s) in which any costs associated with
lobbying activities are recorded.

(2) An explanation of the purpose of expenditures
recorded for political activities reflected on this schedule.

(3)  An explanation for why the amount spent on political
activities is projected to increase by 40 percent from the base period to the

forecasted period.

Response:




a. The American Gas Association states that approximately three percent of its

activities relate to lobbying. The Kentucky Gas Association and the Southern
Gas Association do not identify a percentage related to lobbying.

b. The payment to the University of Missouri represents Columbia’s
membership in the university’s Financial Research Institute which, through
its public utility division, provides an environment for stakeholders in the
regulated public utility industry to discuss issues relating to public utility
policy. The Institute hosts an annual symposium with industry and
regulatory leaders as well as monthly hotline calls for its members on

industry topics. Through the Institute, Columbia has access to current

industry and regulatory information for improved business practices.

c. The amounts included on Schedule No. F-4 are being provided to comply
with filing regulations. These amounts have been removed from Columbia’s
cost of service as part of adjustment no. 10 in Schedule D-2.4.Account 908
includes expenses related to Columbia’s Energy Efficiency/Conservation
Program (EECP) including outside services, advertising, and tracker expense
recognized to match the recovery of expenditures through the EECP rider.
Account 909 includes public awareness advertising incurred by the NiSource
Corporate Services Company (NCSC) Pipeline Safety and Compliance on

behalf of Columbia. Account 910 includes gas transportation services of




NCSC Commercial Operations, large customer relations services and other
customer interaction by NCSC Sales and Marketing on behalf of Columbia.
Account 912 includes promotional expenses incurred by NCSC Sales and
Marketing on behalf of Columbia. Account 913 includes promotional
advertising incurred by NCSC Sales and Marketing on behalf of Columbia.

. Community Support and Other primarily encompasses event sponsorships in
the support of worthwhile organizations. Examples of organizations include
Commerce Lexington, Women Leading Kentucky, Bluegrass Greenworks,
Fayette County Public Schools, Minority Business Expo, Montgomery
Council for the Arts, Down Syndrome Association of Central Kentucky, and
Woodford Humane Society.

. Please refer to Attachment A of this response.

(1) Costs associated with lobbying activities are recorded to Accounts 920,
921, and 923.

(2) Legislative lobbying activities are conducted through John “Brack”
Marquette, the Columbia Director of Governmental Affairs and a registered
legislative agent and executive branch agent for the purposes of tracking,
proposing and analyzing legislation and regulatory action and providing
Columbia with information and data on the impact to Columbia and its

customers. Whitehouse/Riddle is a registered executive branch agent under




contract for Columbia to advise Columbia and analyze and assess the impact
of executive branch policy and action on Columbia.

(3) The base period reflects amounts incurred in the actual portion of the
period (September 2012 — February 2013) by Columbia’s Director of
Governmental Affairs for lobbying activities that are readily identifiable
through separate reporting and the known actual and budgeted amounts for
an external lobbying consultant. The forecasted test period reflects an
assumption based on 2012 actual amounts incurred by the Director for
lobbying activities and the known budget for the consultant. In addition,
legislative activities will increase in 2014 due to the Kentucky General
Assembly being in session for a longer period than in 2013. Please note that
the forecasted test period amount is removed from O&M expense on

Schedule D-2 4.



Auditing Services
Deloitte
IBM

Lexington-Fayette Urban County Government

Total Auditing Services

Consulting Services
Whitehouse Riddle
Gannett Fleming
Black & Veatch
Midwest Environmental
Matrix Group
Meekins Resource Strategies
RCP inc.
URS
Various vendors
FM Solutions
Other
Field Operations Budget - Other
- President's Staff Budget - Other
Total Consulting Services

Total Professional Services

COLUMBIA GAS OF KENTUCKY, INC.
PROFESSIONAL SERVICE EXPENSES

Base Forecasted
Period Period
155,747 180,800
14,874 -
10,641 -
181,262 180,900
27,000 27,000
6,860 -
11,640 -
1,596 -
133 -
209 -
68,151 -
2,311 -
128,840 211,700
188 -
34 -
2,050 4,102
2,748 5,500
251,760 248,302
433,022 429,202

PSC Case No. 2013-00167
PSC Set 2 DR No. 009f
Attachment A

Page 1 of 1

Respondent: S. Mark Katko

Explanation:

Auditing services provided to NiSource including Columbia
Geographic Information System
Cost share audit - franchise fee agreement

Lobbying services

Depreciation study (reclassified to regulatory asset in different cost category)

Class cost of service and rate design (reclassified to regulatory asset in different cost category)

Consulting services in conjunction with Mercer Rd. generator

Telephone survey services & analysis

Project management and data analysis regarding Polypipe investigation and remediation

Maximum allowable operating pressure study

Environmental compliance

Implementation of a single general ledger and chart of accounts for all NiSource companies including Columbia
Kentucky facilities analysis



KY PSC Case No. 2013-00167

Response to Staff’s Data Request Set Two No. 010
Respondent: S. Mark Katko

COLUMBIA GAS OF KENTUCKY, INC.
RESPONSE TO STAFF'S SECOND REQUEST FOR INFORMATION
DATED JULY 19, 2013

10. Refer to Volume 8 of the application, Tab G, Schedule G-3.

a. Line 15 states, "This schedule reflects amounts allocated to
Columbia for the following positions." Identify the entity allocating the amounts

to Columbia and the methodology used in the allocation.

b. Provide a detailed explanation and support for the amounts
in the "Other Allowances and Compensation” category on line 2, along with the

allocation methodology used.

C. Provide a detailed explanation and support for the amounts
in the "Other Benefits" category on line 7, along with the allocation methodology

used.

Response:

a. The President is an employee of Columbia and allocates 100% to Columbia.
The remaining individuals are employees of NiSource Corporate Services
Company and allocate to Columbia using an allocation basis or bases

appropriate for the NiSource companies for which they have responsibility.




Please refer to the direct testimony of Columbia witness Taylor for an
explanation of the Bases of Allocation.

. The amounts in Other Allowances and Compensation represent NiSource’s
Long Term Equity Incentive Plan, which is a stock compensation plan. The
amount for Columbia’s President is allocated 100% to Columbia. Amounts for
the remaining individuals are allocated to NiSource companies using an
allocation basis that reflects the companies for which they have responsibility.
Other benefits include medical, group life, dental, long-term disability, group
life and thrift plan. For the Columbia President, an average cost per employee
for Columbia was calculated for the base period and forecasted test period
and included on Schedule G-3. For the other individuals, a percentage of
benefits to total payroll for NiSource Corporate Services billings to Columbia
was calculated for the base period and forecasted test period and applied to

the base pay for each individual.




KY PSC Case No. 2013-00167
Response to Staff’s Data Request Set Two No. 011
Respondent: Chad E. Notestone
COLUMBIA GAS OF KENTUCKY, INC.

RESPONSE TO STAFF'S SECOND REQUEST FOR INFORMATION
DATED JULY 19, 2013

11. Refer to Volume 8 of the application, Tab M. Provide an electronic copy of

all schedules under this tab with the formulas intact and unprotected and all

rows and columns accessible.

Response:

Please refer to the two files are included on a separate CD. The files are named

“PSC DR Set 2 No. 11 Schedule M Forecasted Period" and “PSC DR Set 2 No. 11

Schedule M Base Period.”




KY PSC Case No. 2013-00167

Response to Staff’'s Data Request Set Two No. 012
Respondent: Chad E. Notestone

COLUMBIA GAS OF KENTUCKY, INC.
RESPONSE TO STAFF'S SECOND REQUEST FOR INFORMATION
DATED JULY 19, 2013

12. Refer to Volume 8 of the application, Tab N, Page 1. Provide the calculations

of the current and proposed bills of the GSR, General Service Residential class.

Response:

Please refer to Attachment A.




Line
No.

© O~ U D WN -

11
12
13
14
15
16
17

18

19
20
21
22
23
24
25
26
27

28
29
30
31
32
33
34
35

36

37
38
39
40
41
42
43
44

45

Columbia Gas of Kentucky, Inc.
Case No. 2013-00167
Calculation of Current and Proposed GSR Bill

Billing ltems

Monthly Customer Charge

AMRP Rider

EECP Rider

Gas Delivery Charge

Gas Supply Cost (GCA)

Uncollectible Gas Gost Rider
Research and Development Factor
Energy Assistance Program Surcharge

Total

Monthly Customer Charge

AMRP Rider

EECP Rider

Gas Delivery Charge

Gas Supply Cost (GCA)

Uncollectible Gas Gost Rider
Research and Development Factor
Energy Assistance Program Surcharge

Total

Monthly Customer Charge

AMRP Rider

EECP Rider

Gas Delivery Charge

Gas Supply Cost (GCA)

Uncollectible Gas Gost Rider
Research and Development Factor
Energy Assistance Program Surcharge

Total

Monthly Customer Charge

AMRP Rider

EECP Rider

Gas Delivery Charge

Gas Supply Cost (GCA)

Uncollectible Gas Gost Rider
Research and Development Factor
Energy Assistance Program Surcharge

Total

Monthly Customer Charge

AMRP Rider

EECP Rider

Gas Delivery Charge

Gas Supply Cost (GCA)

Uncollectible Gas Gost Rider
Research and Development Factor
Energy Assistance Program Surcharge

Total

$/Bill
$/Bill
$/Bill
$/Mcf
$/Mcf
$/Mcf
$/Mcf
$/Mcf

$/Bill
$/Bill
$/Bill
$/Mcf
$/Mcf
$/Mcf
$/Mcf
$/Mcf

$/Bill
$/Bil
$/Bill
$/Mcf
$/Mcf
$/Mcf
$/McfF
$/Mcf

$/Bill
$/Bill
$/Bill
$/Mcf
$/Mcf
$/Mct
$/Mcf
$/Mcf

$/Bill
$/Bill
$/Bili
$/Mcf
$/Mcf
$/Mcf
$/Mcf
$/Mcf

Usage

UL L. . UL, N N
coo oo

2.0
2.0
2.0
2.0
2.0

3.0
3.0
3.0
3.0
3.0

4.0
4.0
4.0
4.0
4.0

5.5
5.5
5.5
5.5
55

PSC Case No. 2013-00167
PSC Set 2 DR No. 012

Attachment A
Page 10of 3

Respondent: Chad E. Notestone

Current Current Proposed Proposed

Rate

%

12.35

1.06

(0.24)

1.8715
4.0634
0.0603
0.0150
0.0615

12.35
1.06

(0.24)
1.8715
4.0634
0.0603
0.0150
0.0615

12.35
1.06

(0.24)
1.8715
4.0634
0.0603
0.0150
0.0615

12.35
1.06
(0.24)
1.8715
4.0634
0.0603
0.0150
0.0615

12.35
1.06

(0.24)
1.8715
4.0634
0.0603
0.0150
0.0615

Bill
(%)

12.35
1.06
(0.24)
1.87
4.06
0.06
0.02
0.06
19.24

12.35
1.06

(0.24)
3.74
8.13
0.12
0.03
0.12

25.31

12.35
1.06

(0.24)
5.61
12.19
0.18
0.05
0.18

31.38

12.35
1.06

(0.24)
7.49
16.25
0.24
0.06
0.25

37.46

12.35
1.06

(0.24)
10.29
22.35
0.33
0.08
0.34

46.56

Rate

(%)

18.50
(0.24)
2.4322
4.0634
0.0243
0.0150
0.0615

18.50

(0.24)
2.4322
4.0634
0.0243
0.0150
0.0615

18.50

(0.24)
2.4322
4.0634
0.0243
0.0150
0.0615

18.50

(0.24)
2.4322
4.0634
0.0243
0.0150
0.0615

18.50

(0.24)
2.4322
4.0634
0.0243
0.0150
0.0615

Bill
(%)

18.50
(0.24)

2.43

4.06

0.02

0.02

0.06

24.85

18.50

(0.24)
4.86
8.13
0.05
0.03
0.12

31.45
18.50

(0.24)
7.30

12.19
0.07
0.05
0.18

38.05
18.50

(0.24)
9.73

16.25
0.10
0.06
0.25

44.65
18.50

(0.24)

13.38

22.35
0.13
0.08
0.34

54.54



Line
No.

O oeo~NOGE WN -

28
29
30
31
32
33
34
35

36

37
38
39
40
41
42
43
44
45

Columbia Gas of Kentucky, inc.
Case No. 2013-00167
Calculation of Current and Proposed GSR Bill

Billing ltems

Monthly Customer Charge

AMRP Rider

EECP Rider

Gas Delivery Charge

Gas Supply Cost (GCA)

Uncollectible Gas Gost Rider
Research and Development Factor
Energy Assistance Program Surcharge

Total

Monthly Customer Charge

AMRP Rider

EECP Rider

Gas Delivery Charge

Gas Supply Cost (GCA)

Uncollectible Gas Gost Rider
Research and Development Factor
Energy Assistance Program Surcharge

Total

Monthly Customer Charge

AMRP Rider

EECP Rider

Gas Delivery Charge

Gas Supply Cost (GCA)

Uncollectible Gas Gost Rider
Research and Development Factor
Energy Assistance Program Surcharge

Total

Monthly Customer Charge

AMRP Rider

EECP Rider

(Gas Delivery Charge

Gas Supply Cost (GCA)

Uncollectible Gas Gost Rider
Research and Development Factor
Energy Assistance Program Surcharge

Total

Monthly Customer Charge

AMRP Rider

EECP Rider

Gas Delivery Charge

Gas Supply Cost (GCA)

Uncollectible Gas Gost Rider
Research and Development Factor
Energy Assistance Program Surcharge

Total

$/Bill
$/8ili
$/Bill
$/Mcf
$/Mcf
$/Mcf
$/Mcf
$/Mcf

$/Bill
$/Bill
$/Bili
$/Mcf
$/Micf
$/Mcf
$/Mcf
$/Mcf

$/Bill
$/Bill
$/Bill
$/Mcf
$/Mcf
$/Mcf
$/Mcf
$/Mof

$/Bill
$/Bill
$/Bill
$/Mcf
$/Mcf
$/Mcf
$/Mcf
$/Mcf

$/Bill
$/Bill
$/Bill
$/Mcf
$/Mcf
$/Mof
$/Mcf
$/Mcf

Usaqge

6.0
6.0
6.0
6.0
6.0

8.0
8.0
8.0
8.0
8.0

10.0
10.0
10.0
10.0
10.0

12.0
12.0
12.0
12.0
12.0

16.0
16.0
16.0
16.0
16.0

PSC Case No. 2013-00167
PSC Set 2 DR No. 012

Attachment A
Page 2 of 3

Respondent: Chad E. Notestone

Current Current Proposed Proposed

Rate

(%)

12.35
1.06

(0.24)
1.8715
4.0834
0.0603
0.0150
0.0615

12.35

1.06

(0.24)

1.8715
4.0634
0.0803
0.0150
0.0615

12.35
1.06
(0.24)
1.8715
4.0634
0.0603
0.0150
0.0615

12.35
1.08

(0.24)
1.8715
4.0634
0.0603
0.0150
0.0615

12.35
1.06

(0.24)
1.8715
4.0634
0.0603
0.0150
0.0615

Bill
(%)

12.35
1.06
(0.24)
11.23
24.38
0.36
0.09
0.37

49.60

12.35
1.06
(0.24)
14.97
32.51
0.48
0.12
0.49

61.74

12.35
1.06

(0.24)
18.72
40.63
0.60
0.15
0.62

73.89

12.35
1.06

(0.24)
22.46
48.76
0.72
0.18
0.74

86.03

12.35
1.06
(0.24)
29.94
65.01
0.96
0.24
0.98

110.30

Rate

(%

18.50
(0.24)
2.4322
4.0634
0.0243
0.0150
0.0615

18.50

(0.24)
2.4322
4.0634
0.0243
0.0150
0.0615

18.50

(0.24)
2.4322
4.0634
0.0243
0.0150
0.0615

18.50

(0.24)
2.4322
4.0634
0.0243
0.0150
0.0615

18.50

(0.24)
2.4322
4.0634
0.0243
0.0150
0.0615

Bill
(%)

18.50
(0.24)

14.59

24.38

0.15

0.09

0.37

57.84

18.50
(0.24)

19.46

32.51

0.19

0.12

0.49

71.03

18.50
(0.24)

24.32

40.63

0.24

0.15

0.62

84.22

18.50
(0.24)

29.19

48.76

0.29

0.18

0.74

97.42

18.50
(0.24)

38.92

65.01

0.39

0.24

0.98

123.80



Line
No.

© O ~NO U A WN -

Note:

Columbia Gas of Kentucky, inc.
Case No. 2013-00167
Calculation of Current and Proposed GSR Bill

Billing ltems

Monthly Customer Charge

AMRP Rider

EECP Rider

Gas Delivery Charge

Gas Supply Cost (GCA)

Uncollectible Gas Gost Rider
Research and Development Factor
Energy Assistance Program Surcharge

Total

Monthly Customer Charge

AMRP Rider

EECP Rider

Gas Delivery Charge

Gas Supply Cost (GCA)

Uncollectible Gas Gost Rider
Research and Development Factor
Energy Assistance Program Surcharge

Total

Monthly Customer Charge

AMRP Rider

EECP Rider

Gas Delivery Charge

Gas Supply Cost (GCA)

Uncollectible Gas Gost Rider
Research and Development Factor
Energy Assistance Program Surcharge

Total

$/Bill
$/Bill
$/Bill
$/Mcf
$/Mcf
$/Mcf
$/Mcf
$/Mcf

$/Bill
$/Bill
$/Bill
$/Mcf
$/Mcf
$/Mcf
$/Mcf
$/Mcf

$/Bill
$/Bill
$/Bill
$/Mcf
$/Mcf
$/Mcf
$/Mcf
$/Mef

Usage

18.0
18.0
18.0
18.0
18.0

22.0
22.0
22.0
22.0
22.0

25.0
25.0
25.0
25.0
25.0

PSC Case No. 2013-00167
PSC Set 2 DR No. 012

Attachment A
Page 3 of 3

Respondent: Chad E. Notestone

Current Current Proposed Proposed

Rate

(%)

12.35
1.06

(0.24)
1.8715
4.0634
0.0603
0.0150
0.0615

12.35
1.06

(0.24)
1.8715
4.0634
0.0603
0.0150
0.0615

12.35
1.06

(0.24)
1.8715
4.0634
0.0603
0.0150
0.0615

Bill
%

12.35
1.06

(0.24)
33.69
73.14
1.09
0.27
1.11

122.47

12.35
1.06
(0.24)
417
89.39
1.33
0.33
1.35

146.74

12.35
1.06

(0.24)
46.79
101.59
1.51
0.38
1.54

164.98

Rate

%

18.50
(0.24)
2.4322
4.0634
0.0243
0.0150
0.0615

18.50

(0.24)
2.4322
4.0634
0.0243
0.0150
0.0615

18.50

(0.24)
2.4322
4.0634
0.0243
0.0150
0.0615

Columbia's current rates at the time of filing the Application were as of February 28, 2013

Bill
{$)

18.50
(0.24)
4378
73.14
0.44
0.27
1.11

137.00
18.50

(0.24)

53.51

89.39
0.53
0.33
1.35

163.37

18.50

(0.24)
60.81
101.59
0.61
0.38
1.54

183.19



KY PSC Case No. 2013-00167
Response to Staff’'s Data Request Set Two No. 013
Respondent: Herbert A. Miller, Jr.

COLUMBIA GAS OF KENTUCKY, INC.
RESPONSE TO STAFF'S SECOND REQUEST FOR INFORMATION
DATED JULY 19,2013

13. Refer to Volume 9 of the application, the Direct Testimony of Herbert A.
Miller, Jr. ("Miller Testimony"). On page 9, beginning at line 14, Mr. Miller refers
to Columbia's participation in quarterly surveys of J.D. Power & Associates. In
the sentence beginning on line 15, Mr. Miller states, "Although it is the smallest
of the survey participants, Columbia continues to rank favorably among

Kentucky gas distribution companies in the survey from an overall customer

satisfaction perspective."

a. Identify the specific quarterly periods in the surveys to
which Mr. Miller refers.

b. Identify how the size of the survey participants is measured.

C. Based on publicly available information on file at the
Commission, both in annual revenues and customers, Columbia is third in size
among jurisdictional Kentucky local gas distribution companies ("LDCs").
Identify the other Kentucky LDCs that participated in the ].D. Power &

Associates surveys referenced by Mr. Miller.

d. Provide a summary of the survey results referenced by Mr.
Miller.



Response:

a. Surveying is conducted quarterly and reported annually. The specific
survey periods are as follows: September/October (Wave 1),
December/January (Wave 2), March/April (Wave 3) and June/July (Wave 4).
The annual press release is held in September.

b. ].D. Power attempts to collect 600 completed interviews on an annual basis
for all of the utilities they measure. In 2012, ].D. Power surveyed 527
Columbia Gas of Kentucky customers.

c. J.D.Power & Associates measures the following LDC’s within Kentucky for
their Residential Gas syndicated study: Atmos Energy — South, Duke
Energy, Louisville Gas & Electric

d. Columbia Gas of Kentucky (636 points) ranks second in Overall Customer
Satisfaction within the Commonwealth of Kentucky in the 2012 J.D. Power
Residential Gas Study, just below Atmos Energy — South (649 points), but

above Duke Energy (629 points) and Louisville Gas & Electric (626 points).



KY PSC Case No. 2013-00167
Response to Staff’s Data Request Set Two No. 014
Respondent: Herbert A. Miller, Jr.

COLUMBIA GAS OF KENTUCKY, INC.
RESPONSE TO STAFF'S SECOND REQUEST FOR INFORMATION
DATED JULY 19, 2013

14. Refer to page 10 of the Miller Testimony, beginning at line 10. For each of the
statistics for which Mr. Miller provides comparisons between 2009 and 2012

results, provide the same statistics for the years 2008, 2010, and 2011.

Response:

Leaks per mile of main:
2008: 0.17
2010: 0.15
2011: 0.13

OSHA Recordable Injury Rate:
2008: 3.09
2010: 0.07
2011: 3.69

DART Rate:
2008: 1.85
2010: 0.00
2011: 3.61



KY PSC Case No. 2013-00167
Response to Staff’s Data Request Set Two No. 015
Respondents: Herbert A. Miller, Jr. and S. Mark Katko

COLUMBIA GAS OF KENTUCKY, INC.
RESPONSE TO STAFF'S SECOND REQUEST FOR INFORMATION
DATED JULY 19, 2013

15. Refer to page 10 of the Miller Testimony, starting at line 18 and continuing to
page 11, line 6. Mr. Miller identifies three specific employee positions Columbia
plans to add which are included "[i]n the forecasted revenue requirement. . . ."
According to Volume 8, Schedule G-2, of the application, the average number of
employees in Columbia's forecasted test period, 129, represents an increase of 11

over the average number, 118, it had in both 2011 and 2012.

a. Provide the number of employees on Columbia's payroll at
June 30, 2013.

b. Aside from the three specific positions referenced by Mr.
Miller, explain why Columbia intends to add eight additional employees above
the number with which it operated during the past two calendar years.

C. For the 11 employees that reflect an increase above the
average number of employees in calendar year 2012, provide the amount of
expense included in the forecasted test period for 1) salaries and wages and 2)

employee benefits.

Response:



a. Columbia has 126 employees on its payroll as of June 2013, of which 124 are

full-time and 2 are part-time.

b. Columbia continually works to ensure adequate staffing to meet projected
workload requirements. As June actuél headcount indicates, Columbia has
experienced increased headcount over the historic levels of 2011 and 2012,
mainly in Field Operations. During the past several years, Operations has lost
dozens of employees due to movement within NiSource and retirements.
Columbia has been hiring new employees throughout 2012 and 2013, but
until now has not been able to reach the desired staffing level to continue to

provide the desired customer service levels and qualified employees to

perform necessary tasks.

c. The addition of three employees related to the Distribution Integrity
Management Program results in approximately $178,839 of labor expense and
$29,580 of benefits expense in the forecasted test period. The addition of the
eight remaining employees results in approximately $528,093 of labor
expense and $78,880 of benefits expense. As indicated in the response to part
(a), a portion of this increased expense in the forecasted test period as
compared to 2011 and 2012 actual employee levels has been realized during

2013.




KY PSC Case No. 2013-00167
Response to Staff's Data Request Set Two No. 016
Respondents: Herbert A. Miller, Jr. and S. Mark Katko

COLUMBIA GAS OF KENTUCKY, INC.
RESPONSE TO STAFF'S SECOND REQUEST FOR INFORMATION
DATED JULY 19, 2013

16. Refer to page 12 of the Miller Testimony, beginning at line 10, where he
begins a discussion of Columbia's plans to install Automated Meter Reading
("AMR") devices. Starting on line 13, Mr. Miller states "However, once all the
devices are installed by the end of 2014 . . . cost reductions will be realized for
Columbia customers which savings have been included in Columbia's revenue

requirement in this case."

a. Provide the amount of savings that has been included in
Columbia's revenue requirement in its application and a detailed explanation of
how the amount was determined, along with any supporting workpapers and
calculations.

b. Given that the AMR devices are to be installed during
calendar year 2014, Columbia's forecasted test period, explain whether the
savings included in its revenue requirement reflect a full 12-month savings, post-
installation, or the incremental savings projected during 2014, when the devices

will not be installed for the entire year.



Response:

a. The amount of savings included in Columbia’s revenue requirement is
$199,731. It was determined by comparing historic monthly manual meter
reading cost to the projected monthly automated meter reading cost. This
savings represents a percentage of the total annual ongoing savings
ultimately to be achieved once installation of AMR devices is completed.

b. The installation of AMR devices is scheduled over the course of 2014 and is
expected to result in outside services savings starting in the fourth quarter of
2014, once the saturation of AMR devices has resulted in the initial transitions

from manual meter reading to automated meter reading.




KY PSC Case No. 2013-00167
Response to Staff’s Data Request Set Two No. 017
Respondents: Herbert A. Miller, Jr. and Eric T. Belle
COLUMBIA GAS OF KENTUCKY, INC.
RESPONSE TO STAFF'S SECOND REQUEST FOR INFORMATION
DATED JULY 19, 2013
17.  Refer to the Miller Testimony, page 13, lines 7-8. Mr. Miller states that

under Columbia's Accelerated Main Replacement Program ("AMRP") 400,000

feet of pipe has been replaced since 2008.

a. Provide the specific date that Columbia began replacing pipe
under the program and the date on which it reached 400,000 feet having been

replaced.

b. Describe how replacing 400,000 feet of pipe by the date
identified in response to part a. of this request compares to the amount of pipe

Columbia had projected to have replaced by that date.

Response:

a. Columbia completes and submits an annual Department of Transportation
(DOT) report of the miles pipe in its distribution system for each calendar
year. Columbia utilized this report for each year from 2008 through 2012 to
provide the amount of pipe retired under the AMRP. Therefore, the start date

for the five year period runs from January 1, 2008 through December 31, 2012.



In Mr. Miller’s testimony, it stated that Columbia replaced “approximately”
400,000 feet of priority pipe since 2008. Based on the DOT report for 2012
compared to 2008, Columbia retired 70.3 miles of pipe under the AMRP
which equates to 371,184 feet.

Columbia did not establish a projection or goal of pipe that it planned to
retire by the end of 2012. The focus has been to accelerate the replacement of
this pipe with the expectation that the program will be completed over a 30

year period beginning in 2008.



KY PSC Case No. 2013-00167
Response to Staff’s Data Request Set Two No. 018
Respondents: Herbert A. Miller, Jr. and Eric T. Belle

COLUMBIA GAS OF KENTUCKY, INC.
RESPONSE TO STAFF'S SECOND REQUEST FOR INFORMATION
DATED JULY 19, 2013
18.  Refer to pages 15-16 of the Miller Testimony, specifically, the discussion of
Columbia's request regarding a slippage factor in which he cites AMRP construction
being a "materially large” component of Columbia's capital construction budget, and

Attachment B to the response to Item 13 of Commission Staffs First Request for

Information ("Staffs First Request").

a. For each year from 2008 through 2012, provide the amounts of
Columbia's budgeted and actual capital construction expenditures, separated into
AMRP construction and non-AMRP construction.

b. Provide the calculation of the five-year 8.2 percent positive slippage
rate reference on page 15, lines 11-13 of the Miller Testimony.

C. Clarify whether the information contained in Attachment B to the
data response includes all of Columbia's construction in recent years, both AMRP and

non-AMRDP.

d. If the response to part c. of this request is yes, provide the annual
amounts of budgeted and actual non-AMRP construction and the related

slippage calculations for the years 2003 through 2012.



Response:

a. See Staff Set 2 DR No. 18 Attachment A

b. From 2008 - 2012, Columbia’s total capital approved budget was $64.6
million. Columbia’s capital expenditures for this same time period totaled
$69.9 million. Columbia spent an additional $5.3 million dollars over five
years when compared to the original budget of $64.6 million which
represents a positive variance of 8.2 percent.

c. Yes, the information contained in Attachment B to the response to Item 13 of

Commission Staff’s First Request includes all of Columbia's construction in

recent years, both AMRP and non-AMRP.

d. Columbia’s processes and capital status reports did not track AMRP and non-
AMRP expenditures separately prior to 2009. See Columbia’s response to
Staff data request Set 2 DR No.18 Attachment A for the annual amounts of
budgeted and actual non-AMRP construction and the related variance

calculations for the years 2009 through 2012.




PSC Case No. 2013-00167
Staff Set 2 DR No. 018
Attachment A

CKY Historical Budget vs Actual

(5000,000)
2008 2009 2010 2011 2012
0&12 0&12 0&12 0&12 0&12
Dec-YTD Dec-YTD Dec-YTD Dec-YTD Dec-YTD
Business Class Budget Budget Budget Budget Budget
Non AMRP 14.7 5.8 5.3 4.8 5.5
*AMRP 7.1 4.9 7.4 9.1
Totals 14.7 12.8 10.3 12.2 14.7
Dec-YTD Dec-YTD Dec-YTD Dec-YTD Dec-YTD
Actual Actual Actual Actual Actual
Non AMRP 13.6 3.9 5.4 5.1 7.5
*AMRP 9.1 4.8 9.2 11.4
Totals 13.6 13.0 101 14.3 18.8
Variance Variance Variance Variance Variance
(Fav)/Unfav (Fav)/Unfav (Fav)/Unfav (Fav)/Unfav (Fav)/Unfav
Non AMRP (1.1) {1.9) 0.0 0.3 2.0
*AMRP - 2.0 (0.2 1.9 2.2
Totals (1.1) 0.1 (0.1) 2.2 4.3
*Note AMRP not categorized prior to 2009
2009-2012 Only:
Non AMRP
Variance % -33.0% 0.5% 6.6% 36.4%
Cumulative Variance % -33.0% -16.9% -9.8% 2.2%
AMRP
Variance % 28.7% -3.1% 25.4% 24.5%
Cumulative Variance % 28.7% 15.7% 25.4% 21.0%
Totals
Variance % 1.1% -1.3% 18.0% 29.0%
Cumulative Variance % 1.1% 0.1% 6.2% 12.9%




KY PSC Case No. 2013-00167
Response to Staff’s Data Request Set Two No. 019
Respondent: Judy M. Cooper

COLUMBIA GAS OF KENTUCKY, INC.
RESPONSE TO STAFF’'S SECOND REQUEST FOR INFORMATION
DATED JULY 19, 2013

19. Refer to Volume 9 of the application, the Direct Testimony of Judy M.

Cooper ("Cooper Testimony").

a. Page 16, line 6, refers to "tools for evaluating participation”
in terms of price and other comparisons that customers could be provided to
customers in the Customer CHOICE ("CHOICE") program. State whether
Columbia is willing to provide its customers, both those participating and
eligible to participate in the CHOICE program, an annual statement showing
their gas cost at Columbia's Gas Cost Adjustment rate and at average, or
individual, gas marketer rates.

b. State what improvements could be made with regard to the
Commission's oversight over marketer participation, as indicated in lines 8 and 9
of page 16.

c. Page 17 of the Cooper Testimony discusses the high
customer-satisfaction level indicated by the 2012 CHOICE survey, which was

filed into the record of Case No. 2012-00132.1 State whether some customers

* Case No. 2012-00132, Columbia Gas of Kentucky, Inc. Filing of Customer Choice Survey Results, Final Report filed July
13, 2012.



indicating satisfaction with their participation in the CHOICE program were not,
in fact, CHOICE customers.
d. The "Insights" section of the Final Report regarding the

Choice survey concluded with the following paragraph on page 8 of the report:

"While satisfaction with the Customer Choice
program is high, this study revealed that customer
perceptions of the Choice program are muddled by a
number of factors. First, many people do not know
what the program is, what the benefits of joining are,
or how to join. Second, it seems that many customers
are confusing the Customer Choice program with the
Budget Payment Plan. Third, customers do not know
how to track their savings or compare the costs of
marketers in the program. For the Customer Choice
program to be most transparent and effective, and for
customer perceptions of the program to be
uninfluenced by other factors like the Budget
Payment Plan, consumers need to be better informed
about the options available to them. Only then can the
Choice program be truly evaluated on its own
merits."

Explain how Columbia intends to address each factor identified above.

e. Refer to Attachment JMC-1 of the Cooper Testimony. Provide this

same information, broken down by marketer, for the same time period.

Response:




a. Columbia has been investigating the possibility of showing its rate per Mcf on
customer bills, both CHOICE participants and CHOICE-eligible customers, to
make it easier to compare prices and promote awareness. This would provide
customers the opportunity to act upon real-time information rather than a
historical look-back. Columbia has also been considering an annual disclosure
statement, a historical look-back, to CHOICE participants similar to that
suggested that would be provided by the customer’s CHOICE marketer on an
annual basis. Columbia envisions the annual disclosure statement would be a
means of direct communication between the customer and the marketer,
therefore helping to reinforce to the customer their participation status, and
provide the name, marketer contact information, Columbia contact information,
and a 12- month summary of billed rate comparison information. The
combination of providing increased information monthly on bills rendered by
Columbia and an annual disclosure statement from marketers are two tools to
better inform customers of the CHOICE program. Columbia notes that no costs
were included in the base period or the forecasted test period associated with
these ideas.

Columbia reasons that increasing messaging on customer bills will present
customers with easy access to timely information on the CHOICE program.

Details are not final, but the information furnished will be tailored to the



participation status of the customer. Currently, bills rendered to CHOICE
participants identify the name of the marketer chosen by the customer and the
rate per Mcf that is being billed pursuant to the customer’s agreement with the
marketer. This information will be preserved. The annual disclosure statement
would provide a historical picture for the customer and could also remind

customers to watch their monthly bill for current information.

b. The Commission’s oversight of marketer participation is indirect through
Columbia.  Columbia suggests an additional requirement for an annual
disclosure statement, as described above, would be an improvement in
Commission oversight. Columbia has no other specific recommendations at this

fime.

c. Respondents to the survey self-identified themselves as either a current
CHOICE , previous CHOICE or never CHOICE participant. In some cases, that
identification did not match the classification provided by Columbia. Some of
this would be expected by customer movement over time, but the number of
mismatches was greater than expected. However, there is also no way to be
certain that the respondent was the same individual that may have made the

decision regarding participation initially.



d. Please refer to response to part a. The factors identified in the “Insights”
section of the report are not necessarily singularly identifiable or correctable.
Columbia intends to address the factors both in combination and to the
individual customer segments of CHOICE eligible and CHOICE participants as
is appropriate to best reach all of the customers. e. All of the information is not
available by marketer. The CHOICE volumes and marketer billing information

that is available by marketer is attached hereto as Attachment A.
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NiSource Inc. Docket No. FA11-5-000

(a)(7) Centralized service company means a service company that provides
services such as administrative, managerial, financial, accounting,
recordkeeping, legal or engineering services, which are sold, furnished, or
otherwise provided (typically for a charge) to other companies in the same
holding company system. Centralized service companies are different from
other service companies that only provide a discrete good or service.

(a)(45) Service company means any associate company within a holding
company system organized specifically for the purpose of providing non-
power goods or services or the sale of goods or construction work to any
public utility or any natural gas company, or both, in the same holding
company system.

In Order No. 667, the Commission further clarified the distinction between
centralized service companies and special-purpose companies:

“Our adoption of different policies for traditional, centralized service
companies compared to special-purpose companies could make the
distinction between the two more important than it has been previously. We
view the former as performing generally corporate administration functions
and the latter as providing generally a single input to utility operations,
such as fuel supply, construction, or real estate.”*

Background

Audit staff reviewed all the entities in NiSource’s corporate structure to
identify any special-purpose companies. Audit staff discovered that NiSource did
not submit a FERC-61 describing non-power goods or services provided by CNS
Microwave, Inc., NiSource Insurance Corporation, Inc. (insurance company), and
NIPSCO Accounts Receivable Corporation (financing subsidiary) for 2009 or
2010. ‘

CNS Microwave, Inc. leases space on communication towers for its
customers, including two of NiSource’s interstate pipelines, to install antennas.
Also, the company leases ground space in the tower compound for customers to
place shelters or cabinets with ground equipment. NiSource Insurance
Corporation, Inc. (NICI) is a wholly owned insurance subsidiary of NiSource, Inc.
NICI was set up for the purpose of decreasing the reliance on commercial
insurance markets to reduce price and coverage volatility, provide stable insurance
costs and programs, and reduce the long-term cost of risk for NiSource as a whole.

4 Order No. 667 atn. 178.
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NiSource Inc. Docket No. FA11-5-000

NICI participates as a reinsurer within the NiSource insurance program for
NiSource companies, including their interstate pipelines and jurisdictional electric
company, on these lines of coverage: Property, Workers” Compensation, General
Liability, Auto Liability, Long-Term Disability, and Group Life Insurance.
NIPSCO Accounts Receivable Corporation is a wholly owned financing
subsidiary that buys trade receivables from NIPSCO and sells them to the Royal
Bank of Scotland PLC.

After discussions with NiSource’s staff, audit staff concluded that these
entities should have made FERC-61 filings to the Commission since they provided
goods or services to its public utilities or natural gas companies, or both, within
NiSource’s corporate structure.

NiSource stated that it inadvertently failed to submit FERC-61 filings for
their special-purpose companies due to a lack of formal processes and procedures
! for identifying them.

Recommendations

We recommend NiSource:

10.  Submit FERC-61 filings to the Commission for these special-
purpose companies in 2009 and 2010;

11.  Develop and implement a process that periodically reviews all
corporate entities that require a FERC-61 filing; and

12. Submit copies of any written policies and procedures developed in
response to this recommendation to the Commission, within 30 days
of the issuance of the final report in this docket.

Corrective Actions

On June 10, 2011, NiSource submitted FERC-61 filings to the Commission
for its three special-purpose companies for the calendar years 2006 through 2010
under Docket Nos. HC07-7-000, HC08-7-000, HC09-7-000, HC10-7-000, and
HC11-7-000.
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NiSource Inc. Docket No. FA11-5-000

6.  Untimely Filing for Cash Management Agreement

NiSource did not file changes to its cash management agreement within 10
days of the change in one occurrence during the audit period, as Commission
regulations required.

Pertinent Guidance
18 C.F.R. § 141.500 Cash management programs states:

Public utilities and licensees subject to the provisions of the Commission’s
Uniform System of Accounts prescribed in part 101 and § 141.1 or § 141.2
of this title that participate in cash management programs must file these
agreements with the Commission. The documentation establishing the cash
management program and entry into the program must be filed within 10
days of the effective date of the rule or entry into the program. Subsequent
changes to the cash management agreement must be filed with the
Commission within 10 days of the change.

Background

NiSource operates a cash management program known as “the money
pool” to facilitate short-term loans to its affiliates. NiSource’s cash management
agreement provides the terms and conditions that govern money pool contributions
and loans. The cash management agreement contains borrowing and lending
terms and conditions, and a listing of companies authorized to participate in the
money pool, as well as the handling of excess money pool funds and deficiencies.

NiSource files its cash management agreements with the Commission
under Docket No. RM02-14. During the audit, audit staff identified five cash
management agreements that NiSource filed. However, when audit staff
compared the effective dates of the agreements to the filing dates, it was
determined that NiSource filed one cash management agreement 14 days after the
effective date and not within the 10 days the Commission requires. NiSource
stated that the reason for the late filing was due to an oversight on the part of the
company.
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NiSource Inc. Docket No. FA11-5-000

Recommendation

13. We recommend NiSource develop and/or stréengthen policies and
procedures for submitting its cash management agreements and
subsequent changes or modifications to ensure compliance with
Commission filing requirements.
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7.  Reporting of Transactions with Associated (Affiliated) Companies

NiSource’s electric affiliate, NIPSCO, did not report the required
information on page 429, Transactions with Associated (Affiliated) Companies, in
the FERC Form No. Is filed in 2009 and 2010. Similarly, NiSource’s gas
affiliates, Columbia Gas Transmission Company (TCO) and Columbia Gulf
Transmission Company (CGT), did not report the required information on page
358, Transactions with Associated (Affiliated) Companies, in the FERC Form No.
2s filed in 2009 and 2010. Specifically, they did not report the accounts charged
or credited for certain non-power goods and services provided for or by affiliates.

Pertinent Guidance

In Order No. 715, the Commission added a new schedule on page 429 of the
2008 FERC Form No. 1 to provide further transparency and improve the detection
of cross-subsidization. The new schedule, “Transactions with Associated
(Affiliated) Companies,” provides information concerning affiliate transactions
which includes:

(1) a description of the good or service charged or credited; (2) the name of
the associated (affiliated) company; (3) the USofA account charged or
credited; and (4) the amount charged or credited.

In Order No. 710,% the Commission added a new schedule on page 358 of the 2008
FERC Form No. 2 to provide further transparency and improve the detection of
cross subsidization. The new schedule, “Transactions with Associated (Affiliated)
Companies,” provides information concerning affiliate transactions which
includes:

(1) a description of the good or service transacted; (2) the name of the
associated (affiliated) company; (3) the FERC account charged or credited;
and (4) the amount charged or credited.

3 Revisions to Forms, Statements and Reporting Requirements for Electric
Utilities and Licensees, Order No. 715, FERC Stats. & Regs. 31,277 (2008).

S Revisions to Forms, Statements, and Reporting Requirements for Natural
Gas Pipelines, Order No. 710, FERC Stats. & Regs. § 31,267 (2008).
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Background

NiSource’s holding company includes one regulated electric utility and two
regulated gas pipelines. As part of the audit scope relating to affiliate transactions,
audit staff reviewed page 429 of NIPSCO’s FERC Form No. 1 and page 358 of
TCO and CGT’s FERC Form No. 2s.

FERC Form No. 1, page 429, requires electric utilities to disclose the non-
power goods and services provided by or for affiliates during the calendar year,
including a description of services, an affiliate’s name, the accounts used to record
the services, and the dollar amount of the services. Specifically, column C
requires the company to list the accounts used to record services and prohibits it
from using general terms such as “various.” For 2009 and 2010, NIPSCO
reported the accounts in column C as “various” for multiple charges for both non-
power goods provided by and for affiliates. NIPSCO should have either listed the
accounts used or footnoted them in the notes following page 429.

FERC Form No. 2, page 358, requires jurisdictional gas pipelines to
disclose the non-power goods and services provided by or for affiliates during a
calendar year, including a description of services, an affiliate’s name, the accounts
used to record the services, and the dollar amount of the services. As in the FERC
Form No. 1, column C of FERC Form No. 2 requires gas pipelines to list the
accounts used to record services and prohibits the company from using general
terms such as “various.” For both 2009 and 2010, TCO and CGT reported the
accounts in column C as “various” for multiple charges for both non-power goods
provided by and for affiliates. TCO and CGT should have either listed the
accounts used or footnoted the accounts in the notes following page 358.

Recommendations
We recommend NiSource:

14.  Strengthen its policies and procedures for submitting data on its
FERC Form Nos. 1 and 2 to ensure accurate and complete reporting.

15.  Resubmit its 2011 FERC Form Nos. 1 and 2 to correct pages 429
and 358, respectively.
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8.  Miscellaneous Accounting Classification Errors

NCSC improperly classified certain expenses in the wrong FERC accounts.
NCSC should have classified these transactions in the proper accounts as the
USofA for centralized service companies prescribed under 18 C.F.R. Part 367.

Pertinent Guidance

18 C.F.R. § 367.2 (a) Companies for which this system of accounts is prescribed,
states in part:

(a) Unless otherwise exempted or granted a waiver by Commission rule or order
pursuant to §§366.3 and 366.4 of this chapter, this Uniform System of Accounts
applies to any centralized service company operating, or organized specifically to
operate, within a holding company system for the purpose of providing non-power
services to any public utility or any natural gas company, or both, in the same
holding company system.

Background

As part of the audit, audit staff tested a sample of transactions to determine
if the service company’s accounting system was accurately charging the proper
amounts to the appropriate FERC accounts. Audit staff identified various income
statement items in several accounts. In particular, the errors related to:

Account Proper
Description Used Account
Charitable Contributions 807.2 426.1
870 426.1
921 426.1
930.2 426.1
Lobbying 930.1, then 426.4
reclassified
to 930.2
Employee Dues and Memberships 408 921
923 921
930.2 921
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Account Proper
Description Used Account

Meals and Entertainment 923 921
930.2 921
932 921

Company Dues and Memberships 870 930.2

' 885 930.2

903 930.2

921 930.2

923 930.2

932 930.2

NiSource should have classified these transactions mentioned above in the
proper account as prescribed by the USofA for centralized service companies
under 18 C.F R. Part 367. Audit staff has determined that such misclassifications
are immaterial and have no effect on transmission formula rate billings.

Recommendations
We recommend NiSource:
16.  Implement accounting policies, processes, and procedures to ensure
the types of transactions indentified above are recorded according to
Commission regulations; and
17.  Post correcting entries to NCSC’s accounting records to properly

classify all lobbying and political activity charges from the
beginning of the audit period to present.
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Appendix

August 2}, 2012 200 Civic Cumtar Disve
Calumbus. OH 43216

Bryan K. Craig

Director and Chief’ Aecountant

Divizion of Audits

Office of Enforccment

Federal Energy Regulatory Commission
B88 First Street, NE, RM 5K-3
Washington, DC 20426

RE: Audit of NiSource Inc.
Docket No. FA11-5-000

Dear Mr. Craig:

Thank you for the opportunity to review and comment on the August 6, 2012 Dimft Audit
Report covering the period January 1, 2009 through December 31, 2010, issued to NiSourre Inc.
(*NiSource™) in the above-referenced docket. NiSource has carefully reviewed audit staffs
report addressing NiSource’s compliance with the Commission's: 13 cross subsidization
restrictions on effiliste transactions; (2) accounting, recordkeeping, and reporting requirements;
{3) Uniform System of Accounts {USofA) for centralized serviee companies; (4) preservation of
records requirements for holding companies and service companies; (5) FERC Form No. 60
Annual Report requirements, and the associated public utility and natural gas companics’
compliance with the Commission’s accounting requirements for transections with associated
companics and the applicable reporting requirements in the FERC Form Nos. 1 and 2. NiSource
geneally agrees with the findings and recommendations included in the Draft Report.  As noted
in the detail below, NiSource has already implemented many of the corrective actions
recommended therein,

With respect to the specific findings and recommendations, NiSource offers the following
response and comrnent, as requested.

1. Electric Public Utility’s Accounting for Billings from the Service Company:
NiSource agrees with this finding and recommendation. NiSource will develop and implement
procedures t ensure that NiSource Corporate Services Company (*NCSC™) and Notthern
Indiana Public Service Company (“NIPSCO™) comply with the Commission’s accounting
regulations for billings from NCSC. NiSource will provide these procedures to the Division of
Audits within 30 days of the issuance of the final audit report in this docket. NiSource has
conducted a study from the beginning of the awdit period to the present 1o determing the accuracy
of the scconnts that NIPSCO used to reallocats and record service company billings specifically
for Accounts 163, 870, and 182.3 that NCSC sccounted for in Account 923, Based on the study
conducted by NiSounce and per discussion with FERC sudit staff, these items were all charged to
the income statement and rolled (o retained earings in & prior calendar period. Thus, FERC
correcting entries to NIPSCO's retained eamings for prior year amounts is not deemed

based on the materiality of the smounts charged to these accounts in 2009, 2010, and 2011,
Going forward, NIPSCO will record the items previously reconded to Accounts 163, 870, and
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182.3 to Account 823, NIPSCO calculated the amount that would be refimded under the MISO
formula rate recovery mechanism for the billings of amounts for Account 426.1 which was
included by NIPSCO above the line. The amount calculated is immaterial (less than $1800 for
all three years 2009, 2010 and 201 1) and would not materially impact rates. NiSource has
provided caples of the refund caloulation herein as “Finding 1 Att A_MISO cale 2009,pdf,”
“Finding 1_Att B_MISO calc 2010.pdf," and “Finding |_Att C_MISO calc 2011.pdf." In
subsequent reporting periods, NIPSCO will record the items previously recorded to Account 923
for donations to 426.1 as recorded by NCSC,

2. Prepayment for the Use of Finance and Accounting Tranzformation Servers:
NiSource generally agrees with this finding and recomimendation. NCSC recorded a long-term
prepaid balance in Account 186, Misccllaneous Deferred Debits, as it interpreted the USofA Part
167, Subpart F-Balance Sheet Chart of Accotints, 18 C.P.R. § 367.1650, Account 165
Prepayments, lo be designated only for “Current and Accrued Assets” as noted under Subpart F.
For regulatury sccounting, NCSC did reclassify the entire sun-Current prepayinent balae fur
the use of Finance and Accounting transformation servers at 12/31/11 from Account 186 to
Account 165 as noted in the 201 1 FERC Form No. 60, page 110, Line No. 4 footnots, The
roclassification entry completed at December 31, 2011 is provided herein as “Finding 2_An.
A_165 Transformation.pdf.” The prepayment for the use of Finance and Accounting
transformation servers will be fully amortized s of Junc 30, 2015,

3. Accounting for Qverfunding of a Single-Employer, Defined Postretirement Bewefit
Plan: NiSource generally agrees with this finding and recommendation. NCSC had recorded its
overfunding of its defined postretirement benefit In Account 186, Miscellaneous Deferred
Debits, which is a noncurrent asset sccount in compliance with ASC 715-20, Compensation-
Retirement Benefits, Defined Benefit Plans. Further, per 18 C.E.R. § 367,1280(b), “smounts
doposited with & trustee under the ferms of an irrevocable trust agreement for pensions or other
employee benefits must not be included in Account 128. Therefore, based on the Section
367.128(b), NCSC fult it was in complisnce with Title 18 C.F.R. Part 367 — Uniform System of
Accounts for Centralized Serviee Companies as NCSC funds its postretirement benefitz through
an jrrevocable trust agreement.  The Commission’s Chief Accountant issued & guidance letter in
Docket No. Al07-1-1000 in March 2007, which states that centralized service companies should
use Account 128 to record assets for the overfimded statuz of their employee postretirement
bencfit plans, Dascd on audit stafPs cxplanation that the guidance letter issued in Docket No.
Al07-1-1000 supersedes 18 C.F.R. § 367.1280(b), NCSC made a regnlatory accounting
reclassification of the overfunding amount in Account 186 to Account 128 ta be in full
compliance with the guidance issued in Docket No, AI07-1-000. The reclassifieation entry
completed at December 31, 2011 is provided herein as “Finding 3_Aftt. A_128 Overfunding.pdf.”
Further, NCSC’s 2011 FERC Form No. 60, page 110, Line 5, shows the 188 balance to be $0 at
December 31, 2011. At December 31, 2011, and thereafler, NCSC is properly accounting for
future over- and underfunding of its posteetirement life insurence benefit under the guidance
issued in Docker No. AI07-1-000.

4, Improperly Recorded Transferred Employee Benefits: NiSource agrees with this

finding and recommendation. As noted in tbe Corrective Actions listed on page 23 of the Audit
Report, NiSource has provided audit stafl with journal entries ard screen images of the
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completed transactions, In addition, NiSource's 2011 FERC Form No. 60, page 110, Line 5,
shows the 186 balance to be $0 at December 31, 2011. NCSC did develop a new policy and
procedure in December of 261 1 1o ensure that LTD insurance for transferred employees is
properly accounted for in Account 146, A copy of the writien policies and procedures developed
in response to this recommendation s pmvndcd herein as “Finding 4_At, A_LTD Benefits

Policy.doc,™

5 FERC-61 Reporting for Special Parpose Companies: NiSource agroes with this
finding and recommendation. As noted in the Corrective Actions listed on page 26 of the Audit
Report, NiSource has submitted the FERC-51 filings required for the years 2006 — 2009 for its
speeial-purpose service companiss. NiSource has updated its policies and procedores to now
include the filing of FERC-6] reports in its regulntory compliance program so that these
documents are filed in a timely manner, Copies of the written policics and procedures developed
in response to this recommendation are included herein as “Finding 5_Ad, A_FERC Holding Co,
Policy.pdf” and “Finding 5_Att. B_FERC Service Co. Policy.pdf™,

8. Untimely Filing of Cash Mansgement Programs: NiSource agrees with this finding
and recommendation. NiSource submitted one cash management agreement within 10 business
days (14 calendar days), and not within the 10 calendar days as required by the Commission's
regulations (18 C.E.R. § 141.500). NiSource has discussed its process intemally and commits to
strengthen its policies and procedures 10 ensure that all employees involved in the preparation
tnd filing of cash management agreements are aware of the filing requirements, There have
been no other instances of fate filinps.

7. Reporting of Transactions with Affiliated Companies: NiSource agrees with this
finding and recommendation. NiSource will resubmit its 2011 FERC Form No. 2 for Columbia
Gus Transmission, LLC, and Columbis Gulf Transmission Company to correet page 358 by
replecing the term “various™ with a listing of acoounts used to record the services, Filings will
be resubmitied by the end of the third quarter 2012. NIPSCO strengthened its procedures during
2011 and filed the 2011 FERC Form No. 1, pagoe 429, pmpcrly by providing a listing of accounts
used to record services rather than “various” as done in its 2009 and 2010 filings. Included
herein is attachment “Finding 7_Att A_Form 1.pdf” which is a copy of NIPSC0"5 2011, Form 1,
page 429, NiSource™s interstate pvpclmcs have completed their documenitation of compliance
procedures for each of their Form No. 2 pages. Included herein is attechment “Finding 7_Au
B_Form 2 p. 358 procedures.pdf” which is a copy of the NiSource’s compliance procedures
specifically for p. 358 of Form No. 2. Upon request, NiSouroe will make copies of all
compliance procodures for 5]l pages of its Form No. 2 available to FERC.

8. Miscellaneous FERC Account Classification Eyrors: NiSource agrees with this
finding and recommendation. Sianmg in the third quaxtcr of 2011, NCSC strengthened its
policies and procedures for ensuring that expenses were in the proper FERC accounts. A copy of
the policy implemented by NCSC is included herein ss “Finding 8_AtL A_FERC Classification
Policy.docx.™ In compHance with its policy, NCSC is performing an analysis and making
reclassification cntrics on a quarterly basis to ensure proper recording to FERC accounts.  The
quarterly reclassification entries made to properly record to FERC aceounts are included herein
as “Finding 8_Att. B_Q3 201! FERC Reclass.pdf” “Finding 8_At. C Q4 2011 FERC
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Reclass.pdf,” “Finding 8_Att. D_Q1 2012 FERC Reclass.pdf.” snd “Finding 8_Att. B_Q2 2012
FERC Reclass.pdf™ Amounis recorded for lobbying and political activities for the audit period
were immaterial in nature ($748 in 2009 and $10.436 in 2010), have rolled to retained eamings

in a prior calendar period, and thus NiSource deems prior period entries unnecessary.

Until al) corrective actions have been impiemented, NiSource will make the
recommended quarterly progress reports rio Iater than 30 days afier the end of each calendar
quarter.

NiSource appreciates the professionalism and transparency of audit staff assigned to this
audit. NiSource takes its complisnce obligations very seriously, and we continually strive to
improve and enhance our regulatory compliance efforts. Should you have any questions
regarding this response, please do not hesitate to contact Susanne M. Taylor, Controller of
NiSource Corporate Services Company, at 614-460-4686, Thank you for your time and attention
in this matter,

Sincerely,

Stephen P, Smith
Executive Vice President and Chief Financial Officer

ce: Gerald Williamsy

Attachments Enclosed on CD:

Finding | _Att A_MISO cale 2009.pdf

Finding 1_Att B_MISO calc 2010.pdf

Finding 1_Att C_MISO cale 201 1pdf

Finding 2_Att, A_165 Transformation.pdf
Finding 3_Aw. A_128 Overfunding.pdf

Finding 4_Att. A_LTD Benefits Policy.doc
Finding S_Att. A_FERC Holding Co. Policy.pdf
Finding 5_Atl. B_FERC Service Co. Policy.pdf
Finding 7_Att A_Form 1.pdf

Finding 7_A#t B_Form 2 p. 358 procedures.pdf
Finding 8_Att. A_FERC Classification Policy.doex
Finding 8_At. B Q3 2011 FERC Reclass.pdf
Finding 8_Att. £ Q4 2011 FERC Reclass.pdf
Finding 8 Att. D_Q1 2012 FERC Reclass.pdf
Finding 8 Att. E_Q2 2012 FERC Reclass.pdf
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KY PSC Case No. 2013-00167
Response to Staff’s Data Request Set Two No. 065
Respondent: Chad E. Notestone
COLUMBIA GAS OF KENTUCKY, INC.
RESPONSE TO STAFF’'S SECOND REQUEST FOR INFORMATION
DATED JULY 19, 2013

65. Refer to Columbia's response to Commission Staffs First Request for

Information ("Staffs First Request"), Item 26. Provide the following:

a. The reasons for the increase in the cash account balance
between November 2012 and December 2012 of $1,143,456 ($1,509,717 -

$366,261).

b. The reasons for the decrease in the cash account balance

between December 2012 and January 2013 of $1,205,729 ($1,509,717 - $303,988).

Response:

(a.) Columbia’s cash balance increased in December primarily due to the receipt
of a customer advance for construction in the amount of $685,971.

(b.) Columbia’s cash balance decreased the following month to fund Columbia’s

normal operating needs.



KY PSC Case No. 2013-00167
Response to Staff’s Data Request Set Two No. 066
Respondent: S. Mark Katko

COLUMBIA GAS OF KENTUCKY, INC.

RESPONSE TO STAFF'S SECOND REQUEST FOR INFORMATION
DATED JULY 19, 2013

66. Refer to the response to Staffs First Request, Item 30. Provide the reasons for
the increase in Administrative & General Expenses in the amount of $1,222,779
($15,901,387 - $14,678,608) or approximately 8.3 percent, from calendar year 2012

to the base period ended August 31, 2013.

Response:

The increase in Administrative & General Expenses from calendar year 2012 to
the base period is primarily due to increases in pension expense of $944,438,
management fee of $476,267 and labor of $83,926, partially offset by a decrease in

other benefits expenses of $297,020.



KY PSC Case No. 2013-00167
Response to Staff’s Data Request Set Two No. 067
Respondent: S. Mark Katko

COLUMBIA GAS OF KENTUCKY, INC.

RESPONSE TO STAFF'S SECOND REQUEST FOR INFORMATION
DATED JULY 19, 2013

67. Refer to the response to Staffs First Request, Item 33. Confirm that for
calendar years 2008 through 2012 Columbia's actual payroll was, on average,

roughly 3.6 percent below its budgeted level.

Response:
Columbia’s actual payroll is, on average, approximately 3.6 percent below the

budgeted level for the years 2008 through 2012.



KY PSC Case No. 2013-00167
Response to Staff’'s Data Request Set Two No. 068
Respondent: S. Mark Katko

COLUMBIA GAS OF KENTUCKY, INC.

RESPONSE TO STAFF’'S SECOND REQUEST FOR INFORMATION
DATED JULY 19, 2013

68. Refer to the response to Staffs First Request, Item 35. Provide the
following:

a. The same information for calendar years 2009 and 2010.

b. An explanation of how the "Annualized Amount" for the
Exempt, Nonexempt (nonunion) and Union categories are calculated along with

any related spreadsheets, workpapers, and supporting calculations.

Response:

To obtain the annualized rate, the hourly value of each employee's increase was
multiplied by 2,080 hours for the hourly employees or by 12 for the monthly
compensated employees. The employee's annualized rate was then summed by
union, exempt and non-exempt non-union status.

Please see the tables below for 2009 and 2010.



2009

Exempt Nonexempt Union
(nonunion)
Annualized Amount $17,573 $21,886 $200,270
Percent Increase 0%* 3.00% 3.50%
Effective Date NA March 1, 2009 December 1, 2009

*In 2009, most exempt employees received a 2 percent lump sum payment only with no

increase to base. However, front line supervisors were eligible for an increase of 3

percent. The annualized value is reflecting just those front line supervisors that received

an increase on March 1, 2009.

2010
Exempt Nonexempt Union
(nonunion)
Annualized Amount $54,641 $26,770 $173,876
Percent Increase 3.50% 3.50% 3.00%
Effective Date June 1, 2010 June 1, 2010 December 1, 2010




KY PSC Case No. 2013-00167
Response to Staff’s Data Request Set Two No. 069
Respondent: S. Mark Katko

COLUMBIA GAS OF KENTUCKY, INC.

RESPONSE TO STAFF'S SECOND REQUEST FOR INFORMATION
DATED JULY 19, 2013

69. Refer to the response to Staffs First Request, Item 36. Provide the
allocation methodology used to allocate costs associated with employees of

NiSource Services to Columbia.

Response:

Employees of NiSource Corporate Services Company allocate to Columbia using
an allocation basis or bases appropriate for the NiSource companies for which
they have responsibility. Please refer to the direct testimony of Columbia witness

Taylor for an explanation of the Bases of Allocation.



KY PSC Case No. 2013-00167
Response to Staff’s Data Request Set Two No. 070
Respondent: S. Mark Katko

COLUMBIA GAS OF KENTUCKY, INC.

RESPONSE TO STAFF'S SECOND REQUEST FOR INFORMATION
DATED JULY 19, 2013

70. Refer to the response to Staffs First Request, Item 41. Provide a
description of the Profit Sharing fringe benefit, the classes of employees who

participate in the Profit Sharing program and how the amount to be distributed

is calculated.

Response:

a. Please refer to the attachment hereto for Sections 3.06 and 3.07 of the
NiSource Retirement Savings Plan for a description of profit sharing.
Employee classifications eligible for profit sharing are exempt, non-

exempt non-union, and Columbia union.



PSC Case No. 2013-00167
PSC Set 2 DR No. 70
Attachment A

Respondent: S. Mark Katko
Page 1 of 4

NISOURCE INC. RETIREMENT
SAVINGS PLAN

Amended and Restated Effective as of January 1, 2013

December 2012




PSC Case No. 2013-00167
PSC Set 2 DR No. 70
Attachment A

Respondent: S. Mark Katko
Page 2 of 4

Section 3.06 Profit Sharing Contributions and Next Gen Employer Contributions.
Except as provided in subparagraph C below, for each Plan Year, the Employer may contribute
to the Trust amounts determined in its discretion. Such contributions will be in the form of
"Profit Sharing Contributions" (previously designated "Profit Participation Contributions" in the
Plan 2006 Restatement) as described in subparagraph A and B below. In addition, as provided
in subparagraph C below, the Employer shall make the "Next Gen Employer Contribution"
described therein.
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PSC Case No. 2013-00167
PSC Set 2 DR No. 70
Attachment A

Respondent: S. Mark Katko
Page 3 of 4

A. Amount of Profit Sharing Contribution. The Profit Sharing Contribution made for
a Plan Year shall be a stated percentage of the Compensation of the Participants
entitled to receive allocations of such Profit Sharing Contribution for such Plan
Year in accordance with the eligibility and allocation provisions set forth in Plan
Section 3.07. The applicable percentage for each Plan Year shall be designated
by the Commitee, in its discretion exercised on a non-discriminatory basis, no
later than the last day of the first quarter of the Plan Year following the Plan Year
for which such percentage is applicable. For purposes of this Section 3.06A,
Compensation for a Plan Year shall be defined as determined under the Annual
Incentive Plan of an Employer in effect for such Plan Year, reduced by any
amounts deferred to a nonqualified plan maintained by an Employer, as described
in Section 1.19B() of the Plan. In allocating a Profit Sharing Contribution to a
Participant's Account, the Plan Administrator, subject to Section 11.01, shall take
into account only Compensation paid to the Employee during the portion of the
Plan Year during which the Employee was a Participant. In no event shall a Profit
Sharing Contribution be made with respect to any Participant for any Plan Year to
the extent such Profit Sharing Contribution would cause the limitations of Code
Section 415 to be exceeded for such Participant for such Plan Year.

B. Prior Profit Sharing Contributions. Prior to January 1, 2002, the Employer
contributed other amounts as Profit Sharing Contributions to Participants as
described in the Plan 2006 Restatement. The provisions relating to these "Prior
Profit Sharing Contributions” including rules and conditions for eligibility,
allocation, vesting, forfeitures, and investments, apply as set forth in the Plan
2006 Restatement. The Plan Administrator and/or Trustee shall maintain a "Prior
Profit Sharing Contributions Account” to the extent that such contributions
require a subaccount that is separate from the Profit Sharing Account.

C. Next Gen Employer Contributions. Notwithstanding the foregoing, effective as of
January 1, 2010, the Employer shall contribute each pay period to the Account of
each Participant who is both an Eligible Employee and a Next Gen Employee at
such time an amount equal to 3% of such Participant's total Compensation for that
pay period (as defined in Section 1.19B(ii)). Such contribution shall be a “Next
Gen Employer Contribution.” This amount shall be payable to applicable
Participants regardless of whether such Participants have elected to make Pre-Tax
Contributions, Roth Contributions or any other elective deferrals to the Plan and
regardless of the Participants' status as of the end of the Plan Year. As provided
in Section 3.07B, this Next Gen Employer Contribution shall be allocated to the
Company Stock Fund and shall be 100% vested and nonforfeitable at all times.
Eligibility for a Next Gen Employer Contribution under this subparagraph C shall
not preclude eligibility for any other Profit Sharing Contribution under the terms
contained herein.
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PSC Case No. 2013-00167
PSC Set 2 DR No. 70
Attachment A

Respondent: S. Mark Katko
Page 4 of 4

Section 3.07 Profit Sharing and Next Gen Employer Contribution Allocation /
Investment.

A. Eligibility and Accrual. Each Eligible Employee meeting the allocation
requirements of this Section is entitled to participate in Profit Sharing
Contributions; provided, however, that if an Eligible Employee is subject to a
collective bargaining agreement, such agreement must provide that the
Employee is eligible for Profit Sharing Contributions. For Profit Sharing
Contributions other than those Next Gen Employer Contributions described in
Section 3.06C, the Plan Administrator shall determine the accrual of a Profit
Sharing Participant's benefit on the basis of the Plan Year. Although
contributions may be made at other times (and therefore credited to Accounts at
such other times), the Participant's status as of the end of the Plan Year for
which the contribution is made shall determine his entitlement to share in an
allocation of such contribution, regardless of when credited to his Account. For
Profit Sharing Contributions other than Next Gen Employer Contributions
described in Section 3.06C, the Plan Administrator shall not allocate any portion
of a Profit Sharing Contribution for a Plan Year to the Account of any
Participant, if such Participant is not employed by the Employer on the last day
of that Plan Year (for a reason other than retirement, Disability, or death). The
Plan shall suspend the accrual requirement described herein if the Plan fails to
satisfy the requirements of Code Section 410(b). Notwithstanding any other
provision to the contrary, a Profit Sharing Contribution or Next Gen Employer
Contribution shall not be allocated to a Participant's Account to the extent the
contribution would exceed the Participant's "Maximum Permissible Amount"
under Section 7.02.

B. Allocation, Investment and Vesting. Subject to Article XI and except as
provided for contributions described under section 3.06C, the Plan Administrator
shall allocate and credit to the Account of each Participant who satisfies the
conditions of Section 3.07A a percentage of the annual Profit Sharing
Contribution in the ratio that the sum of the Participant's total Compensation for
the Plan Year bears to the sum of all such Participants' total Compensation for
the Plan Year. All Profit Sharing Contributions, including Next Gen Employer
Contributions under Section 3.06C, shall be allocated to the Company Stock
Fund, pursuant to Section 8.07 and 8.08. All Profit Sharing Contributions,
including Next Gen Employer Contributions under Section 3.06C, shall be 100%
vested and nonforfeitable at all times.
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KY PSC Case No. 2013-00167
Response to Staff’s Data Request Set Two No. 071
Respondent: S. Mark Katko

COLUMBIA GAS OF KENTUCKY, INC.
RESPONSE TO STAFF’S SECOND REQUEST FOR INFORMATION
DATED JULY 19, 2013

71. Refer to the response to Staffs First Request, Item 48, Attachment A.

Provide the following:

a. A general explanation of why the current year provision varied so

widely over the years 2010-2012.

b. A breakdown of the annual Charges to Reserve Accounts

(accounts charged off) by customer class.

c.  An explanation of how the annual amounts are determined for

Credits to Reserve Accounts.

d. An explanation of how the annual amounts are determined for the

current year provision.

e. The amount of uncollectible accounts that were expensed in each

of the three years.

Response:
a. The primary driver of the variances in the current year provision for the years

2010-2012 is the actual net charge-offs for low pressure accounts (residential,



commercial and industrial). In 2010, Columbia experienced net charge-offs of
approximately $244,000. In 2011, the net charge-offs were approximately
$631,000. In 2012, the net charge-offs were approximately $229,000.

b. Charge-offs are available by low pressure residential, commercial and
industrial and by high pressure commercial and industrial. Charge-offs for 2010-

2012 are:

Year Low Pressure High Pressure  Amount

2010 S 971,914 $ 971,914
2011 S 1,174,256 S 144  $1,174,400
2012 ¢ 577,904 $ 577,904

¢. The amounts identified as Credits to Reserve Accounts reflect recoveries from
customers after their accounts were charged off.

d. The current year provision (expense) includes the provision for low pressure
accounts (residential, commercial and industrial) and high pressure accounts

(commercial and industrial).

The current year provision (expense) for low pressure accounts reflects the
difference between the prior year-end uncollectible accounts balance and the
sum of the current year net charge-offs and the expected current year-end
uncollectible accounts balance. To determine the expected current year-end
uncollectible accounts balance, Columbia takes into consideration that it charges

off accounts receivable in excess of 120 days outstanding from the initial billing



date. Therefore, the year-end uncollectible accounts balance needs to reflect the
portion of receivables recorded for September through December that will not be
collected. The actual net charge-offs for the twelve months ended December are
divided by the residential revenue for the twelve months ended August to
determine the most recent experience factor. This experience factor is multiplied
by the September through December revenues to provide the needed year-end

uncollectible account balance.

The current year provision (expense) for high pressure commercial and
industrial accounts is determined based on a review of each specific delinquent
high pressure commercial and industrial account by Columbia representatives

from the Finance, Revenue Recovery and Gas Transportation departments.

e. Please see the table below for total uncollectible accounts expense recorded in

2010, 2011, and 2012.

2010 « 2011 2012
Low Pressure (Non-Gas) {92,000) (632,570) 78,000 .
Low Pressure (Gas) 828,188 620,377 45,729
High Pressure (4,048} 43,792 (4,932}
EAP (Tracker) 498,140 : 562,580 415,673
Total 1,232,290 . 596,150 536,482



KY PSC Case No. 2013-00167
Response to Staff’s Data Request Set Two No. 072
Respondents: Herbert A. Miller, Jr. and S. Mark Katko
COLUMBIA GAS OF KENTUCKY, INC.
RESPONSE TO STAFF'S SECOND REQUEST FOR INFORMATION
DATED JULY 19, 2013
72. Refer to the response to Staffs First Request, Item 49. Explain whether any of
the advertising services provided by Sheehy & Associates in calendar year 2012

were associated with political, promotional, and institutional advertising as

defined by 807 KAR 5:016, Section 4.

Response:

Most services provided by Sheehy & Associates are for public awareness or
educational campaigns. Aside from those campaigns, advertising services
provided by Sheehy & Associates are creative design services related to
community support and totaled $313.75 in 2012. Community support primarily

encompasses event sponsorships of worthwhile organizations.



KY PSC Case No. 2013-00167

Response to Staff’s Data Request Set Two No. 073

Respondent: S. Mark Katko and Brooke E. Leslie
COLUMBIA GAS OF KENTUCKY, INC.

RESPONSE TO STAFF’S SECOND REQUEST FOR INFORMATION
DATED JULY 19, 2013

73. Refer to the response to Staffs First Request, Item 54, Attachment C. Included
in the projected rate case expenses is $300,000 for "Legal Fees." Explain the
derivation of this amount given that different filings in this proceeding have
identified Mr. Seiple and Ms. Leslie, respectively, as Assistant General Counsel

and Senior Counsel of "Columbia Gas of Kentucky."

Response:

Columbia is using the assistance of outside counsel for strategy and support in

this case.



KY PSC Case No. 2013-00167
Response to Staff’s Data Request Set Two No. 074
Respondent: Susanne M. Taylor
COLUMBIA GAS OF KENTUCKY, INC.
RESPONSE TO STAFF’'S SECOND REQUEST FOR INFORMATION
DATED JULY 19, 2013
74. Refer to the response to Staffs First Request, Item 55.b, which shows that, of
the total of $13,449,161 billed Columbia by NiSource Services in calendar year
2012, $8,562,526 was recorded in Account 923, Outside Services. Explain in detail

why nearly two-thirds of what NiSource Services billed Columbia could not,

apparently, be recorded in a more function-specific or service-specific account.

Response:

Columbia records costs billed via NiSource Corporate Services Company
(NCSCQC) to Account 923, Outside Services, for fees and expenses of professional
consultants and administrative and general services which are not applicable to a
particular operating or customer service functions, or to other specific accounts

such as capital, etc., which is in compliance with FERC Order 684.



