












































































































































































































































































































































































































































KY PSC Case No. 2017-00453
Commission Staff’s Information Request Set 1 No. 15
Respondent: Michael D. Anderson and Judy M. Cooper

COLUMBIA GAS OF KENTUCKY, INC.
RESPONSE TO COMMISSION STAFF'S FIRST REHEARING

INFORMATION REQUESTS
DATED JANUARY 16, 2020

15. Refer to the Cooper Testimony, page 8, lines 4-6.
a. Provide an example of how the modifications made to Columbia
Kentucky's PBR mechanism would create new risk.
b. Confirm that any portion of Columbia Kentucky's transportation
costs above the reset benchmark would be shared with customers in the

same manner that amounts below the benchmark are shared.

Response:

a. One type of risk relates to procuring supplies that have three
different pricing periods each month. Under Columbia’s PBR in effect prior
to October 22, 2019, Columbia had the ability to offset risks of this type with
other components of the PBR. Without a PBR as previously structured,
Columbia would be exposed to such risks without the ability to mitigate
such risk under the PBR, thus Columbia is exposed to a new risk. Another

type of risk would be the establishment of a TCI benchmark at a previously



negotiated discount no longer available given changes in market
conditions.

b. This is the exact possibility of a new risk created by the
Commission’s modification of the TCI benchmark to deviate from the FERC
approved rate as the TCI benchmark. Columbia Kentucky is concerned that
such a situation could exist wherein it achieves savings for its customers off
the FERC-approved just and reasonable rate but does not meet the
benchmark established on a previously negotiated discount no longer
supported by market conditions.

Consider an example where the FERC approved tariff rate is $6.50
per Dth; Columbia negotiates a new discounted rate of $6.00 per Dth; and
the benchmark, based on a previously negotiated discount rate, is set at
$5.80 per Dth. In this example, customers benefit from a transportation cost
savings of 50 cents per Dth from the new negotiated discount. But, the new
negotiated discount rate is $0.20 greater than the benchmark established by
the prior discount. The wording of this question asks Columbia to confirm
that, “any portion of Columbia Kentucky's transportation costs above the
reset benchmark would be shared with customers in the same manner that
amounts below the benchmark are shared.” Surely Columbia would not be

penalized for not meeting the benchmark and made to absorb a share of the



difference even when it had achieved a savings for its customers off the
FERC approved, fair, just and reasonable rate. But, by the wording of the
question, Columbia reads that to be the result. The incentive created by that
kind of risk, is to default to the FERC approved rate. If the benchmark were
properly established at the FERC approved rate, Columbia would share a
portion of the savings created by the discounted rate and avoid a situation
such as this example. Columbia does not believe the Commission intended
for this type situation to occur and has requested clarification of this point

in its rehearing request.



KY PSC Case No. 2017-00453
Commission Staff’s Information Request Set 1 No. 16
Respondent: Judy M. Cooper

COLUMBIA GAS OF KENTUCKY, INC.
RESPONSE TO COMMISSION STAFF'S FIRST REHEARING
INFORMATION REQUESTS
DATED JANUARY 16, 2020

16. Refer to the Cooper Testimony, pages 9-10, and the October 22, 2019
Order in this proceeding, page 2.
a. Explain whether the gross-up factor would be symmetrical (i.e.,
reductions in the FERC approved rates result in a negative factor).
b. Explain why it is appropriate to base Columbia Kentucky's gross-up
factor on the FERC-approved Columbia Transmission tariff rate in effect
when Columbia Kentucky's PBR was first approved in 2014 given that the
October 22, 2019 Order states that, "A percentage gross-up factor will be
applied to Columbia Kentucky's Transportation Cost benchmark according
to any future changes in Columbia Transmission's FERC tariff rate going

forward’ (emphasis added).

Response:

a. Yes, just as use of the FERC approved rate for the TCI benchmark is

symmetrical.



b. Columbia continues to believe that the FERC approved rate is the appropriate
benchmark. The value of the incentive is diminished if the benchmark is
established any differently. Setting the benchmark at the previously negotiated
discount completely dispels the incentive. Columbia believes that in providing for
the recalculation of the benchmark on the date of its Order, the Commission
recognized that setting the benchmark at a previously negotiated discount rate is

an incorrectly designed incentive.

The language in the paragraph of the Commission’s Order of October 22, 2019 that
includes the quoted statement referenced in this question, begins with the
sentence, “The Commission intends for there to be continuing improvement when
it comes to negotiating discounted transportation rates, and therefore will set
Columbia Kentucky’s Transportation Cost benchmark for the Columbia Gas
Transmission pipeline at $4.1850.” The quoted statement in question is followed
by the sentence, “On the date of entry of this Order, percentage changes in
Columbia Transmission’s FERC tariff will be applied to Columbia Kentucky’s
Transportation Cost benchmark, setting forth a new benchmark for the period
going forward.” Reading the entire paragraph together, the Columbia
Transmission benchmark is established on October 22, 2019 Order by computation

in the following sequence:



1. $4.1850

2. Calculate a percentage gross-up factor to apply to future changes in the

FERC tariff rate going forward (36.9%)

3. Apply percentage changes in Columbia Transmission’s FERC tariff to set

forth a new benchmark for the period going forward ($5.729)

Columbia’s understanding of the calculations utilized in the above

computation sequence are shown on page 10 of my Testimony.

In the alternative, if the Commission is not convinced that Columbia has shown
continuous improvement by its actions taken to successfully retain a previously
negotiated discount rate despite changing competitive markets, then it is
appropriate to calculate the gross-up factor based on the FERC approved
Columbia Transmission rate when the PBR was first approved in 2014 because it
acknowledges the changing markets yet would still allow Columbia to partake in
savings but not at the current level. In so doing, the benchmark established on the
date of the Order as $5.729 decreases the value of the incentive and reduces by 64%
the benefit of the incentive as compared to Columbia’s PBR as previously

authorized.



KY PSC Case No. 2017-00453
Commission Staff’s Information Request Set 1 No. 17
Respondents: Michael D. Anderson and Judy M. Cooper

COLUMBIA GAS OF KENTUCKY, INC.
RESPONSE TO COMMISSION STAFF’S FIRST REHEARING

INFORMATION REQUESTS
DATED JANUARY 16, 2020

17. Provide the administrative costs and any additional cost incurred by

Columbia Kentucky due to the existence of its PBR mechanism on a yearly basis.

Response:

Columbia does not track administrative costs at a detail level to provide the

requested information.



KY PSC Case No. 2017-00453
Commission Staff’s Information Request Set 1 No. 18
Respondent: Michael D. Anderson
COLUMBIA GAS OF KENTUCKY, INC.
RESPONSE TO COMMISSION STAFF’S FIRST REHEARING

INFORMATION REQUESTS
DATED JANUARY 16, 2020

18. State whether any NiSource affiliate LDC now operates, or has ever operated,
under a gas procurement PBR mechanism. If so, provide details of the

mechanism.

Response:

Each of the other affiliated LDC’s have some form of a gas procurement
incentive/customer sharing mechanism in place, although none of the programs
are identical to the Columbia Gas of Kentucky’s PBR mechanism. The specific
details of each of the affiliated company’s programs are available in their
respective LDC’s approved and filed tariffs. Columbia’s LDC affiliates; Columbia
Gas of Maryland, Columbia Gas of Ohio, Columbia Gas of Pennsylvania and
Columbia Gas of Virginia all receive a majority of their interstate pipeline capacity
services from Columbia Gas Transmission, LLC and operate in a similarly situated

environment for executing transactions related to gas procurement



incentive/sharing mechanisms. Below is a summary and the details of each of the

various sharing mechanisms for these Companies.

Columbia Gas of Ohio (COH)

e COH retains 20% of Off-System Sales, and Capacity Release margins.

Columbia Gas of Pennsylvania (CPA)

¢ CPA retains 25% of Off-System Sales, and Capacity Release margins.

Columbia Gas of Virginia (CGV)

¢ CGV has a Benchmark program for all Off-System Sales and Capacity
Release margins. The Benchmarks are adjusted each year based on the peak
day delivery portfolio of the previous year. The current Benchmarks are

$3,175,410 and $4,233,880.

e Below $3,175410 CGV retains zero percent, between $3,175,410 and

$4,233,880 CGV retains 100% and above $4,233,880 CGV retains 25%.

Columbia Gas of Maryland (CMD)

o CMD Off-System Sales margins have two different sharing

percentages:



Off-System Sales that utilize “flowing supplies” CMD receive a 20%

share.

Off-System Sales that utilize “incremental supplies” CMD receive

50% share.

. CMD Marketed Capacity Release sharing levels:

< $100,000 CMD retains 10% share.

>$100,000 CMD retains 20% share.

The $100,000 benchmark is calculated based upon a program period

of February through January.

o Spot Incentive Program

CMD shares 50% of savings or costs resulting from comparing spot
gas purchases to the market index prices. (The Spot Incentive
program is a 12 month program with all summer purchases included

and only 1st of the month winter purchases included)

Columbia’s LDC affiliates NIPSCO Gas Company (Indiana) and Bay State Gas
Company (Massachusetts) also have gas procurement incentive/sharing
mechanisms structured specifically to the particular markets in which they operate

but neither of these company’s receive service from Columbia Gas Transmission.

3



KY PSC Case No. 2017-00453
Commission Staff’s Information Request Set 1 No. 19
Respondents: Michael D. Anderson and Judy M. Cooper

COLUMBIA GAS OF KENTUCKY, INC.
RESPONSE TO COMMISSION STAFF'S FIRST REHEARING
INFORMATION REQUESTS
DATED JANUARY 16, 2020

19. Provide a detailed list of any other states that have approved natural gas
procurement PBR mechanisms. Further, explain how Columbia Kentucky's PBR
mechanism compares to active mechanisms in the other states. For any
discontinued mechanisms, provide any available details regarding their

discontinuance.

Response:

Please refer to Columbia’s Response to Commissions Staff’s First Rehearing
Request Set 1 No. 18 for a comparison to PBR mechanisms in other states with
NiSource affiliates. Information on PBR mechanisms in other states is shown on

Attachment A.



KY PSC Case No. 2017-00453

Commission Staff's Information Request Set 1 No. 19
Attachment A

Page 1 of 2

Performance-based Ratemaking Mechanisms

California

e San Diego Gas & Electric is authorized a gas procurement PBR mechanism which is
designed to encourage SDG&E through market-based incentives to reduce its cost of gas
to customers consistent with efficient operations and service reliability. SDG&E also
utilizes a gas PBR mechanism.

e SoCal Gas is also authorized a gas PBR mechanism.

e Pacific Gas & Electric has a “Core Procurement Incentive Mechanism” (CPIM) that
serves as a performance-based ratemaking mechanism for PG&E’s core gas procurement
portfolio.

e Southwest Gas also utilizes a CPIM (Sheet 32) that provides objective standards to
measure gas procurement performance, and a methodology to share annual savings and
costs between the Company’s shareholders and ratepayers.

Indiana

¢ Indiana Gas Company (Vectren/CenterPoint) had a gas cost incentive mechanism until
2007 when it expired.

Iowa

e MidAmerican was previously authorized to utilize a gas supply procurement plan but it
does not appear in the company’s current gas tariff. The last known period of
authorization was until October 31, 2016.

Maryland

e In Order No. 89226 pursuant to Case No. 9618 the Maryland Public Service Commission
expressed its interest in implementing performance-based ratemaking stating that, “PBRs
can strike a balance between imposing additional obligations on the utilities that meet
State policy goals and obtaining measurable benefits and providing value to customers.”

o While no Marland gas utility currently operates a PBR mechanism it would
appear that the Commission is open to authorizing them in the near future.
Washington Gas sought approval to implement a PBR plan all the way back in
2007 in Case No. 9104.

Missouri

e Spire Missouri is authorized a Gas Supply Incentive Plan to reduce the impact of upward
natural gas commodity price volatility on the Company’s customers.

New Jersey

e New Jersey Natural Gas utilizes a Basic Gas Supply Service incentive program.



KY PSC Case No. 2017-00453

Commission Staff's Information Request Set 1 No. 19
Attachment A

Page 2 of 2

New York
e New York State Electric & Gas utilizes a Gas Cost Incentive Mechanism.
Oklahoma

o CenterPoint recover the costs associated with its energy efficiency programs and certain
incentives through a performance-based ratemaking plan rider.

e Oklahoma Natural Gas Company (ONE Gas) also recovers the costs associated with its
energy efficiency programs and certain incentives through a performance-based
ratemaking plan rider.

Pennsylvania

e UGI is authorized a revenue sharing incentive mechanism for off-system gas sales,
exchange of natural gas, capacity release and storage asset management.

Tennessee

e Chattanooga Gas (Southern) is authorized a PBR mechanism (Sheet No. 56) designed to
encourage the utility to maximize its gas purchasing activities at minimum cost consistent
with efficient operations and service reliability.

¢ Piedmont Natural Gas utilizes a Performance Incentive Plan which establishes a
predefined benchmark index to which the Company's commodity cost of gas is
compared.

Virginia

¢ Virginia Natural Gas was authorized a five-year PBR plan in 2006.
e Washington Gas is currently authorized to utilize PBR recovery.

Wisconsin

¢ Alliant Energy has a gas cost recovery mechanism.



KY PSC Case No. 2017-00453
Commission Staff’s Information Request Set 1 No. 20
Respondents: Michael D. Anderson and Judy M. Cooper
COLUMBIA GAS OF KENTUCKY, INC.
RESPONSE TO COMMISSION STAFF'S FIRST REHEARING

INFORMATION REQUESTS
DATED JANUARY 16, 2020

20. Provide a cost benefit analysis of the costs associated with Columbia
Kentucky's negotiation of the discounted rate and the savings created from the

PBR for ratepayers.

Response:

Please see responses to Commission Staff’s First Request No. 17 and No. 21
regarding cost of the PBR to achieve savings. The PBR as previously authorized
prior to October 22, 2019 resulted in savings created during the period April 2015
through October 2019 of approximately $35.2M with more than half, or

approximately $18.5M retained by customers.



KY PSC Case No. 2017-00453
Commission Staff’s Information Request Set 1 No. 21
Respondent: Michael D. Anderson
COLUMBIA GAS OF KENTUCKY, INC.
RESPONSE TO COMMISSION STAFF'S FIRST REHEARING

INFORMATION REQUESTS
DATED JANUARY 16, 2020

21. Provide the costs incurred to achieve savings under Columbia Kentucky's
PBR, and explain how those costs are recovered (i.e., through the GCA, netted

against savings in the PBR, etc.).

Response:

Costs incurred by Columbia Kentucky for achievement of savings under
Columbia Kentucky’s PBR are primarily personnel related costs recovered
through base rates. Columbia Kentucky greatly benefits through its affiliation
with other NiSource LDCs in that the percentage of costs incurred for these
services are a fraction of the total costs yet Columbia Kentucky benefits from the
full knowledge and capabilities of the personnel engaged in the PBR activities.
Columbia Kentucky is not able to make a direct comparison of these costs against
PBR savings as related costs are not tracked in a manner to perform such a

comparison.



KY PSC Case No. 2017-00453
Commission Staff’s Information Request Set 1 No. 22
Respondent: Michael D. Anderson

COLUMBIA GAS OF KENTUCKY, INC.
RESPONSE TO COMMISSION STAFF’'S FIRST REHEARING
INFORMATION REQUESTS
DATED JANUARY 16, 2020

22. Refer to the application generally.
a. Provide all instances since the inception of Columbia Kentucky's
PBR mechanism in which Columbia Kentucky has paid more than the
FERC-approved transportation rate for that service.
b. If Columbia Kentucky has not paid more than the FERC-approved
transportation rate for that service, explain if it is possible for an LDC to be

charged more than the FERC approved rate for transportation.

Response:

a. Columbia Kentucky has not paid more than the FERC-approved
transportation rate since inception of the PBR mechanism.
b. Yes, it is possible for an LDC to be charged more than the FERC

approved rate for transportation under a negotiated rate agreement.



KY PSC Case No. 2017-00453
Commission Staff’s Information Request Set 1 No. 23
Respondents: Michael D. Anderson and Judy M. Cooper

COLUMBIA GAS OF KENTUCKY, INC.
RESPONSE TO COMMISSION STAFF'S FIRST REHEARING
INFORMATION REQUESTS
DATED JANUARY 16, 2020

23. Explain what costs Columbia Kentucky provides to the Energy Information
Administration (EIA), and at what intervals Columbia Kentucky provides

information to EIA.

Response: To the best of our knowledge, Columbia does not provide any

information to the EIA.



